October 7, 2011
John V. Foley, Chairman
Metropolitan Water District of Southern California
P.O. Box 54153
Los Angeles, CA 90054‐0153
Re:

Water Planning and Stewardship Committee items 6a, 6b, and 6d

Dear Chairman Foley,
We have reviewed the staff reports to be discussed under Committee items 6a, 6b and 6d at
the October 11, 2011 Water Planning and Stewardship Committee. The reports provide a
long list of activities described as implementation of the 2010 Integrated Resources Plan
(IRP) including BDCP and other imported water projects, recycled water projects,
conservation, seawater desalination and, the sale of discounted water. What is absent from
the reports is any analysis showing:
•
•
•
•

•

The demand for all of the water that will be produced by these projects;
The rate increases associated with implementation of all of these projects;
The regional benefit (to all member agencies paying the rates) of payments by
Metropolitan for some member agency local water supply projects;
The regional benefit (to all member agencies paying the rates) of the sale of
discounted water by Metropolitan at a time when its water sales are more than 25
percent lower than projected and water rates are far higher than projected in
Metropolitan’s adopted Long Range Finance Plan; or
How all of these projects are expected to be paid for.

Almost twenty years ago, the Metropolitan Blue Ribbon Committee Task Force urged
Metropolitan to fully integrate its resource planning and rate structure efforts because,
“reliability, cost and demand are all interdependent and should be treated that way in the
IRP and rate structure reform processes” (page 9). Unfortunately, Metropolitan has
steadfastly refused to do so – as reflected in this month’s board reports of ongoing project
implementation without any discussion whatsoever about cost or demand. Metropolitan’s
stubborn refusal to reduce its spending and operations is inconsistent with the economic
reality today facing every city and water retailer in Southern California.
The IRP states that it is based on “adaptive management.” It is time now for Metropolitan to
“adapt” to actual, changed circumstances including dramatically reduced sales, dramatically
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reduced projected demand for Metropolitan water, and, rapidly escalating water rates that
will further dampen demand for Metropolitan water.
Since 2003, Metropolitan’s expenditures have exceeded its revenues for six out of nine
years, and for the same number of years, it has diverted funds intended for pay‐as‐you‐go
capital projects to pay for operational expenses. Metropolitan’s financial reserves are being
depleted, and now stand at their lowest level in 20 years. Metropolitan must stop analyzing
project implementation in a vacuum and on a piecemeal basis.
The rate increases associated with declining sales and new projects are inevitable. The
impacts of these rate increases are already being felt throughout Southern California. We
strongly urge Metropolitan to cease entering into any new project funding agreements and
cease the sale of discounted water until Metropolitan staff and board update IRP demand
projections to reflect current realities.
Metropolitan needs a rate structure and long‐term financial plan that are fully integrated
with realistic demand projections. Metropolitan must conduct a cost/benefit and cost of
service analysis to justify both the investment of regional ratepayer dollars in member
agency water supply projects and the sale of water at a discount. Not only is this required by
law, but it is sound fiscal planning that is essential at a time when Metropolitan’s revenues
are clearly insufficient to pay for its current costs and programs.
Sincerely,

Jim Bowersox
Director
Cc:
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Director
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