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December 9, 2008

Ms. Mary Nichols
Chair, California Air Resources Board

1001 “T” Street

P. O. Box 2815

Sacramento, CA  95812

Subject:  Comments on Proposed AB 32 Scoping Plan and Appendices

Dear Ms. Nichols:

The Association of California Water Agencies (ACWA) appreciates this opportunity to comment on the recently released Proposed Scoping Plan and Appendices for the implementation of AB 32.  ACWA recognizes that climate change is a serious challenge facing our state. It will have a dramatic impact on all of California’s resources, but one of the most significant impacts will likely be on the State’s water resources.  

Water agencies will need to respond to this challenge by developing adaptation along with mitigation strategies. As acknowledged in the AB 32 Proposed Scoping Plan, many water agencies have already taken action to measure and reduce greenhouse gas emissions associated with their operations, including initiating baseline assessments of their greenhouse gas emissions, joining the California Climate Action Registry, installing renewable power facilities, promoting water conservation measures, implementing water recycling projects,  developing groundwater and other water supply shifting options and deploying cleaner fleets and fuels. These actions are called out in the Proposed Scoping Plan along with the acknowledgement that a number of the actions (such as water supply shifting) will require the development of appropriate methodologies for measuring and documenting the estimated reductions in greenhouse gas emissions. 

ACWA has the following specific comments to offer on the Proposed Scoping Plan:

Additional Renewable Energy Opportunity

ACWA concurs with suggestion in the AB 32 Proposed Scoping Plan that water agencies are in a unique position to offer additional opportunities for reducing greenhouse gas emissions associated with electricity use in California. In particular, the strategic deployment of renewable power facilities on water agency properties could provide significant early reductions in greenhouse gas emissions, along with other benefits such as improving the reliability of the 
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state’s energy supplies during peak use periods and reducing the load on the state’s transmission lines.

However, increasing the number of renewable energy projects within the water sector will depend on addressing current administrative and legislative obstacles that prevent these projects from going forward. For example, expansion of renewable net metering and feed-in tariff programs (such as proposed by AB 2466 and AB 1969) would create important incentives for distributed generation projects to be developed and implemented.  In addition, we believe consideration should be given to making in-conduit hydropower an eligible technology for the self-generation incentive program.  Finally, we suggest that large hydropower generation (more than 30 MW) should be recognized as a renewable energy source.  
ACWA and the water agencies it represents would welcome the opportunity to play a leadership role with the California Air Resources Board (ARB) in developing the tools necessary to facilitate the aggressive near-term development of renewable energy projects. We invite ARB to work with ACWA and other water associations to develop a Water Agency Renewable Energy Initiative for the State that will result in expedited implementation of renewable energy projects. 

Public Goods Charge
ACWA opposes the public goods charge as described in the AB 32 Proposed Scoping Plan. There are numerous flaws with this proposal, and even more reasons not to institute it, including an alternative option for raising funds needed to specifically address greenhouse gas emission reductions.

First, we believe that ARB has made a fundamental error in attempting to “transplant” the public goods charge, as instituted in the investor-owned utility (IOU) sector, into public water agency sector. In the regulated energy sector, only the Public Utilities Commission (PUC) has the authority to set rates, and the public goods charge authorized by the PUC is the only mechanism that IOU’s have to offset revenue losses due to conservation programs. Further, the funds are collected by the local utility and expended by that same utility on specified programs within its own service territory.

By contrast, the Scoping Plan contemplates requiring water agencies to collect a fee and then transmit these funds to the State for expenditures by State agencies, private entities, and other organizations besides the water agency from which they are collected. Effectively, the proposal imposes a general State tax on water use, and consequently would require a two-thirds vote by the Legislature (or the voters).

ACWA does not believe that a public goods charge is warranted; especially given the already significant investments that water agencies are making in conservation programs which provide both water supply and greenhouse gas reduction benefits.  In fact, a public goods charge may well be counterproductive by reducing the ability of water agencies to invest in energy efficiency and water conservation programs. In addition, the re-distributive component of the proposal (however well intended) would perversely punish those agencies that have already made significant investments in water conservation and other stewardship efforts.  We believe that
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water agencies are best suited to identify ways to use locally-generated tax dollars to implement local projects that will most effectively contribute to the reduction of greenhouse gases associated with the water sector.
Finally, there are significant legal obstacles to the implementation of the public goods charge proposal. The broad range of expenses identified in the Scoping Plan for the use of this tax are not all legally authorized uses of water agency ratepayer funds under the California Water Code and Proposition 218. Further, the proposal identifies the Department of Water Resources as the 
entity that would be responsible for implementing this tax; however, the Department has no current authority or organizational structure in place to be able to collect the funds.

End User Energy Use

ACWA suggests that the Scoping Plan acknowledge that end user related greenhouse gas emissions account for 74 percent of the electricity and 99.6% of the natural gas associated with water use, mostly in heating and cooling water (California’s Water-Energy Relationship, CEC Final Staff Report, November 2005). Development of water supplies identified in the Scoping Plan, including water recycling and reuse of urban runoff, are important adaptation/mitigation strategies for water agencies to pursue. At the same time, conservation programs that address the efficient use of heated water will also make a significant contribution to greenhouse gas reductions.
Proposed Regulation of Sulfur Hexafluoride   

ACWA recognizes that Sulfur Hexafluoride is among the strongest greenhouse gases on a molecular basis. However, this chemical is a unique and extremely effective low-dosage compound used for aquatic tracer experiments in surface water and groundwater basins. In particular, this compound is used to monitor travel times for managed aquifer recharge. We urge ARB to specifically allow the  use of Sulfur Hexafluoride as an aquatic tracer either as an exemption to the proposed ban on its use or through an ARB regulation that would either specify the amount of the compound that can be used per experiment or require that closed system injectors be used. There are no alternatives currently available, and development of a new tracer would require many years if one could be found.

We appreciate your consideration of our comments.  ACWA looks forward to working closely with ARB and other state agencies on the development of renewable energy opportunities within the water sector. We believe a Water Agency Renewable Energy Initiative within the next two to three years could result in significant early achievement of AB 32 greenhouse gas reduction and the State’s Renewable Portfolio Standard goals while providing other important benefits to California.  
Sincerely,
Mark Rentz

Director of Regulatory Affairs
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