Straw Proposal #5 v.1   ( 9/27/13)
ITP – Proposed Recommendation: Inclusion of Urban Water Supplier’s Avoided Cost of Water
Potential amendments to §10631 of the Urban Water Management Planning Act and the accompanying DWR UWMP Guidebook for the calculation and display of the avoided cost of water from efficiency/conservation programs.
The Independent Technical Panel on Demand Management Measures (ITP) recommends that the Legislature revise the Urban Water Management Planning Act to require urban water suppliers in updating their urban water management plans to calculate and display the supplier’s avoided cost of water.  The avoided cost of water equates to the value of water savings, i.e., the monetary benefits against which the costs of various water conservation and efficiency measures can be weighed.   Thus, the avoided cots of water is an essential input for any credible financial analysis of water conservation options available to the water supplier

The CUWCC has long made available an avoided cost calculator developed for use by California water suppliers with the support of the US EPA.  The CUWCC model takes into account future capital costs as well as current and future operating costs that may be saved as a result of conservation and efficiency measures.  The Act (at 10631(b) and (h)) already requires water suppliers to enumerate all water supplies, projects, and programs needed to meet total projected water use.  The cost and timing of such investments can be readily entered into the avoided cost model, and when combined with estimated operating costs, will provide the present value of water savings that may be achieved with conservation measures.  The calculation and reporting of avoided cost will not only benefit each water supplier subject to the Act, but will also be useful in identifying regional and statewide trends.

To ensure consistency in reporting, the Department of Water Resources (DWR) should require the use of the CUWCC avoided cost model or such other methodology as may be provided in the 2015 UWMP Guidebook.

Suggested statutory language:  Add the following new subsection to Section 10631 of the Water Code:

“(__) Include an estimate of the present value of the avoided cost of water, derived from the application of the California Urban Water Conservation Council Avoided Cost Model or such other methodology as may be included in guidance provided by the Department.”

