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Promote Water Infrastructure Investment

Nitrate Contamination in Domestic Groundwater Wells
and Land Cover

Nitrate Concentration

National Water Quality Assessment Data /
US Geological Survey Data from the
National Water Infermation System

Less than one order of magnitude
of Maximum Contaminant Level *

o Less than, but within one
order of magnitude of MCL

o/

¢ [ m Grealer than MCL

Land Cover

E AGRICULTURE
[ urean

Principal Aquifer
(7577 central Valley Groundwater Basins

*Nitrate MCL= 10 milligrams/Liter
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Promote Water Infrastructure Investment

Increase use
of recycled
water

Recycled Water.

Recycled water is an important water resource to meet water
demands by increasing population. Use of recycled water
reduces the need for potable water and increases available
supplies. To the extent that recycled water is available, the
CPCU will require its use, when practicable, as another
supply source.

The SWRCB released its Recycled Water Policy in February
2009 calling for a significant increase in the use of recycled
water and storm water. Included in its goals is the
substitution of these local water supplies for potable water.

The CPUC will participate in the effort to develop
interagency guidance for economic analyses of recycling
proposals.

The CPUC intends to develop rules to increase the use of:
(1) recycled water and
(2) desalination through rulemaking or investigation.

Require fire-
flow plans in
GRCs

Fire Flow Plans.

Water utilities are required by General Order No. 103-A to
meet the required fire flows of the local fire authority.
However, water utilities are grandfathered in and do not have
to upgrade their system when there is a change in the fire
flow requirement. There is concern that water utilities, some
of which are located in rural and mountain areas subject to
forest fires, do not have adequate water supplies for fire
suppression. This issue was brought to light by the
numerous wild land fires over the past three years.

The CPUC will require a review of fire flow capability,
including number of hydrants, spacing of hydrants and
available hydrant flows during a general rate case review.
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Strengthen Water Conservation Programs to a
Level Comparable to those of Energy Utilities

Require
metering
plans and leak
detection

programs

Promote metered water service to encourage conservation.

CPUC data shows that a 20% reduction in water use can be
achieved by converting a residential flat rate customer to
metered service. While the Water Code ® requires full metering
by January 1, 2025, the CPUC will encourage 10U water
utilities to accelerate their metering programs. The CPUC will
ensure timely recovery of metering equipment and installation
costs and may permit dedicated surcharges for such programs.

In light of SBx7-7, which requires that California achieve a
20% reduction in urban per capita water use by Dec 31, 2020,
with an interim reduction goal of 10% on or before Dec 31,
2015, the conversion of flat rate services to metered rates is
critical. After 2010 — when the next urban water management
plans are due from retailers — retailers must develop baseline
daily per capita water use and corresponding targets to meet
SBX7-7’s requirements.

A significant amount of water may be conserved by better
reporting and enforcement of leak detection. * The Commission
will continue its focus on this issue. A GRC Checkilist item for
Leak Detection is an example of how to do this.

¥ Water Code Section 527.
% See “Survey of State Agency Water Loss Reporting Practices” Janice Beecher, 2002,
prepared for American Water Works Association (AWWA).

Page 17




Strengthen Water Conservation Programs to a
Level Comparable to those of Energy Utilities

Examine

results of
BMP usage

Evaluate the effectiveness of Best Management Practices
(BMPs).

In Water Action Plan 2005, the CPUC directed Class A and B
water utilities to participate in the California Urban Water
Conservation Council (CUWCC) by signing an MOU with it.
Water 10Us were required to demonstrate that they are up-to-
date in meeting coverage requirements with BMPs when cost-
effective. Subsequent Commission commentary on BMPs has
been critical ° of their effectiveness and indicated an intention
to make improvements in this area. Other observers ® have
additional critiques of BMPs.

The CPUC will work with the CUWCC towards having a
mechanism in place to evaluate the effectiveness of BMPs.

In addition, the CPUC will evaluate cost-effective water
conservation above and beyond BMPs. In order to facilitate
their participation, water utilities and other qualified
stakeholders will be allowed to seek recovery of expenses
related to participation in this effort in their GRC filings.

Encourage
Conservation
Rates

Encourage increasing conservation and efficiency rate
designs where feasible to promote greater conservation.

When WAP 2005 was first adopted, increasing block rates
were “virtually non-existent” among 10Us. Increasing block
rates are now commonplace at all of our Class A water
utilities, consisting of 2 to 3 tiers.

The CPUC will establish block rate designs at our Class B,
C and D utilities when feasible.

> See commentary in D07-05-062.
® “The Real Cost of Water”, presentation at the CPUC by Prof. Michael Hanemann, July, 2010
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Strengthen Water Conservation Programs to a
Level Comparable to those of Energy Utilities

Establish
Conservation
Financial
Incentives

Establish utility financial incentives for greater
conservation.

In order to provide utility management with the incentive to
encourage conservation, the CPUC will consider allowing:
(a) Financial rewards for utility management when
conservation goals are met, and financial penalties
when conservation goals are not met, and
(b) Opportunities for higher earnings resulting from
successful conservation efforts, and a sharing of
savings with customers.

Both water conservation and energy conservation
investments, programs and staffing results and savings will
be considered as part of the GRC process.

Create
water/energy
nexus

program

Create CPUC’s Water/Energy Nexus Program.

In 2008, the CPUC authorized RD&D programs to
identify potential energy and water savings at this
critical nexus.

In 2009, several of these operational efficiency
projects are in operation and preliminary results
look promising. Once these pilot projects are
complete, the CPUC will then consider rolling them
out on a wide scale basis under the direction of
DWA. The CPUC ultimately wants to determine
whether water conservation and less energy-
intensive water measures should be funded with
electric utility energy efficiency dollars.

In addition, self-generation of energy using
renewable energy sources will be encouraged as
another potential opportunity for water utilities to
reduce power costs.
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Streamline CPUC Regulatory Decision Making

Establish
open-items
tracking
mechanisms

Establish “Open-Items” tracking mechanism.

The photograph below illustrates the volumes of written
material in a General Rate Case submittal of data from a
Class A water utility.

The CPUC will explore the creation of tracking
mechanisms to ensure timely review and compliance of
utility filings. (This may benefit and/or complement other
CPUC efforts.)

Project Dashboards will be created to enable the CPUC to
have the capability to accept future submittals via eFiling
and have oversight of their progress.

In addition, Dashboards will coordinate the many ongoing
changes that are presently difficult for the staff, the utilities
and the public to track.

The illustrations on the pages that follow describe sample
Dashboard views. An additional dashboard that indicates
status of a GRC is the Timeline diagram.

Amount of paperwork submitted for a Class A utility General Rate Case
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Streamline CPUC Regulatory Decision Making

Commission
Aides

Project
Manager
Utility Data g ‘\
DWR
Ordered |
Reports &
Studies eFiled Input
Interactions
et 1 — ‘ IT Division
requests for
input — Status

Reporns/

Milestones Reviews

O T [ o] o w]v]n]

DASHBOARD

Challenges
= eFiled
Timeline Documents

Standards
r Audit
Staff Relevant Chief Chief
Report Resolutions

& Decisions

Advice
Letter(s)

Project Coordination
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Streamline CPUC Regulatory Decision Making

Received | Due Date | Input* | Checklist | status | Rgmnt | Details*
. Utility DRA
2 weeks Cost Effectiveness
Methodology Late Sustainability  Requests
. Corrective GO-103A
3 weeks DPH Reports Health & Safety Late Actions RqmNts
Plan of . ieder ouian Urban Water  Metering
v Action Conservation Under review Mamnt Plan Plan
Fire Dept . Tests done ) -
v Tests Fireflow within 4 yrs Confirmed  Certification
o . Incidents
Leak Detection
v Capability Checked Methodology Reports
Phase-In Hnder review ] Recycling
v Plan Recycled Water Under review SWRCB Policy Plan
v Protests Public Input All responses Public Notice ~ 2> Letters
answered Revd
Contingency i State Water
v Plan Drought Prep Satisfactory DWA Rules Plan
Awaiting EPA
Open Trend_ Global Warming Trend EPA Rules DWA Study
Analysis Analvsis Program
Water/Energy ' Improvement SCADA
vV Plans/Tests Nexus In process Goal Uparade
Hydrology . Needs USGS Resource DWA Study
Open Data Aquifers Study Sustainability Program
Memorandum Advi
v Construction  Infrastructure Accounts Preliminary g tilce
Plans Approved Approvals eLers
Payment Authenticantio -
vV Receipts Regulatory Costs Checked n Filed
. N ] i Verified by
vV Power/Water gearyice Continuity Satisfactor Satisfactory v
Backup Plan ¥ Y performance field report

Notes: Click on cells in * columns to obtain documents

CHECKLIST DASHBOARD

Sample eFiled Utility Data
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Streamline CPUC Regulatory Decision Making

Water Utility Z- Artifacts
Affiliated
Recvd Due Date Artifacts Status Documents
Advice AL-364
\ Letters Filed AL-365
(previous) AL-366
Advice
1 week Letters AL-367
(to be filed)
v Lexus/ Nexus Under Similar Treatment
References Review for Utiliy T
Confidential . .
v Material Filed Briefs
Protests and Third Party
2wesks Response Testimony
MNotes, Points-of-Contact:
W Contacts, Filed Utility DRA DWA
Assignments Legal
Unscheduled |DWA Reports| CONference | Water Quality
Pending Testimony
DRA Actions | Ongoing Testimony
Relevant
W Commission OIR 10-2-14
Actions
W Utility History Filed Previous GRC
Water Utility Z-GRC efiles
. Affiliated
Revd Due Date | GRC Files| Status Documents
f Roadmap . .
+ for Future Filed Appendix A
i Memo . .
xl Accounts Filed Appendix F
Al Mgmnt Filed Appendix C
Al Power Filed Appendix D
Y Labor Filed Appendix E
CWIP None
. Facilities
x' Master Appendix B
Plan
Urban
f Water .
y Mgmnt Appendix G
Plan
Interim
1 week Rate In Process
Reguest
Health
1 week and D?:',?:YH"Y DPH Reports
Safety

Sample Dashboard Displays
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Streamline CPUC Regulatory Decision Making

Monitor industry developments.

Monitor

industry As water resources become scarce, it is more important

than ever for the CPUC to keep abreast of industry changes
and best practices. The CPUC will:
e Increase its participation in local, statewide and
national water policy forums,
e Monitor regulatory developments in other states, and
e Propose best practices for adoption.

developments

Electronic Data.

Provide
electronic data
for 20x2020
program

The CPUC will work together with other state agencies to
enable uniform data exchange in electronic formats
mandated by SBx7-6. This will require electronic format
submission of water use data by our water utilities.

Information dissemination.

Enhance
website and
establish

Branch

To ensure that all stakeholders are informed of CPUC
policy in a timely manner, the CPUC will:

newsletter for ) .
regulations e Explain the latest standard practices and general
updates orders.
e Produce a newsletter highlighting recent CPUC
actions.

e Publish current advice letter status reports on the
CPUC Internet site .

"GO 96-B Section 7.5.2
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Streamline CPUC Regulatory Decision Making

Increase
Interaction in
Class A
GRCs

Increase DWA Interaction in Class A GRC process.

The Rate Case Plan decision established the Class A
General Rate Case (GRC) process ®, filing requirements,
and schedule. This decision requires that a technical
conference be held with DWA at the backend of the GRC
process. At present this conference is not sufficiently
comprehensive to allow development of future plans.

The Commission will consider revising the Plan to have
DWA provide advice at various times to ensure increased
participation:
= Review session prior to submittal,
= Expert public health testimony when needed,
= Consultation for the Administrative Law Judge
(ALJ) for resolving disputes
= Comprehensive Technical Status conference before
the ALJ proposes decision finalization.

These interactions are shown in the Timeline Dashboard
illustration on the following page.

DWA will review Urban Water Management Plans and
Facilities Master Plans as well as Roadmaps of plans prior
to GRC submittal.

® The Class A GRC is presently defined in Decision 07-05-062
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Streamline CPUC Regulatory Decision Making

Commission Meeting

Reply To Comments

Comments Due

Proposed Decision

Reply Briefs Filed
Motion For Interim Rates

Briefs Filed
Evidentiary Hearings
ADR Process

Rebuttal Testimony

Other Parties Testimony

DRA Testimony

Public Hearings

Pre-Hearing Conference

GRC Filed

18

17

16

15

{ DWA Technical Status Conference

14

{ ALJ Consultations with DWA

13

/ DWA Water Quality Expert Testimony

(DWA Session schedules vary)

12

11

10

{— Day of

Viewing

Proposed Timeline for

General Rate Case
(GRC) processing

Class A Utilities

Completed Items

{ Preliminary Planning Session
with DWA
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Streamline CPUC Regulatory Decision Making

PLANNING COMPONENTS FOR
RoADMAPS TO THE FUTURE

Roadmaps will be reviewed at Preliminary Planning Sessions °

° See CPUC Application A07-07-003 (as referenced by Decision 08-06-022) which
congratulated the utility under review for completeness in planning by stating, “It also

provided a roadmap for future utility plant additions for production, storage, distribution and
water treatment.”
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Streamline CPUC Regulatory Decision Making

Ensure
GRC
Completeness

GRC Completeness.

To ensure that the many concerns identified in this Water
Action Plan are addressed, CPUC Resolutions and
Decisions for water will include sections such as described
in the example diagram below. These sections will serve
as checklists as a minimum to indicate that the items have
been taken care of, or as reporting sections for items
needing attention.

Methodology

DFH &£ EWOB —|
Reports
Correctrve &etions

Conservation Rates
& Plan of Action

Fire Inlarshall Flow |
Test Reports
Corarannications
& Fesponses

Contingeneies

Trend &nalysis

""“—-._,_‘_\_\_‘_‘_H_‘_

Purap & SCADA
Plans f Regults
Wells rPumpsrX
Arquifer
Locations and
Statistics

Construction Plans

S

ts

Schedule UF
Payment Recelp

Powrer  Water
Backup

Operations f

Ilanagernent \-‘\\_

— = Fublic Input g |

\‘-\"-\«
& Aquifers 4|

GRC
Reasolution
/ De¢ision
Sections

Cost
— ™ Effectiveness

|_p-Health & Safety -

|y Conservation -—|

g Fireflow -g—

| Drought -+—

Global

Warming ¢

T—a Water/Energy o —
Mexus

& |nfrastructure & |
i Regulatory Costs |

Continuance
of Sarvice

-

ather
issues

&G0 103-L Orverviewd Besolve
Reuirernents

——— Dletering Study
andior Installation

Plan Fecpuirernent
Confirrnation or
Test Reguireraent

—

Regoltions
Achiewved § Needed

Research Aid
I

Regearch Aid

Dy Well Fund &id
= Preliminary
Approvals

Payment
Luthentication

//Apprcrval or

Recerership
Consideration

|
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Streamline CPUC Regulatory Decision Making

Expedite Review Process

Expedite
Review
Process

The expedited review process efforts will continue with
cooperation of interdependent Divisions.

The California Government Code *° states that “Each
department, commission, office, or other administrative
agency of state government shall write each document
that it produces in plain, straightforward language,
avoiding technical terms as much as possible, and using
a coherent and easily readable style.”

In the spirit of implementing the code, DWA initiated
reviews of small water company general rate increase
requests following adoption of the 2005 Water Action
Plan.

A present constraint on this process is ad-hoc
interpretations of Commission decisions and resolutions.
See the next diagram which describes the actions that
control regulation of utilities by the CPUC. For staff — as
well as utilities and ratepayers — to accurately apply
policies adopted by the Commission, it is important for
generic and company-specific policies to be
distinguished. If a new policy is meant to be a generic,
industry-wide policy directive, the CPUC will issue a
resolution or decision stating such. Only then can
company-specific policies become applicable to the
industry.

10 california Government Code Section 6219
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Streamline CPUC Regulatory Decision Making

General Water
Order 96-B Industry
Rules Division

Directives

Cominission
Resolutions

Cominission
Decisions

TraecT L d -
- ‘*,_‘# ¥ b
¢ Generic .~ -7 T~-. ) .
L )\ T A
=77 Policies .- ™. e
- ] n, r e
] ,f u ¥
- Y
4 _F
Fule §.2
Rule- Standard Similar
Makings Practices
Treatment

Puhblic
Utilities
Codes

Regulation
of Utilities

Converting Policy Changes from Ad Hoc Status to Generic Policies
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Set Rates that Balance Investment, Conservation, and
Affordability

Require Conservation Master Plans.

Require
Conservation
Master Plans

With the increasing scarcity of water and mandated
conservation, the business model for water utilities has
changed. Water utilities can no longer grow revenues by
simply selling more water to their customers.

While the Rate Case Plan requires plans to be submitted
that will achieve a 5-percent reduction in use within the
three-year rate case cycle, the linkage between increased
conservation and water recycling and their impact on
operations is not always apparent.

In light of this, there is an increased need for utilities to let
the CPUC know how they plan to meet increased water
conservation mandates while continuing to provide
adequate service. For Class A utilities, DWA will review
this subject at the Preliminary Planning session prior to
GRC submittal.

Expand Outreach program.

Expand
outreach
program

Smaller utilities are often reluctant to seek regular rate
adjustments for various reasons. Some utility owners find
CPUC processes onerous and burdensome.

To overcome these hurdles, an effective Outreach Program
is essential. The CPUC will ensure that each Class C and D
water utility it regulates receives a field visit from a staff
member of DWA at least every three years.

The CPUC also recognizes the need for utility Outreach
Programs to achieve conservation. The CPUC will stress
education as a vital component of outreach.
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Set Rates that Balance Investment, Conservation,
and Affordability

Support Sustainability of Water Resources and Water
Utilities.

Support

e California water resources are facing unprecedented
sustainability

challenges:
e Extended period of below average rain and snow
Depleted reservoirs
Reduced pumping from the Delta
Reduced snow pack
Growing population
Climate Change

Given this backdrop, the CPUC will consider issues outside
of the cost-of-service / rate regulation arena.

In addition, proactive steps must be taken to ensure the
viability of our water utilities.
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Lag MMemorandum
Regulatory Account
Congistency Treatment

SUSTAINABILITY
OF WATER UTILITY

Assioned Cost
of Capital

Risk of Non-Fecovery
of Costs in GRC

Concerns about Water Utilities’ Sustainability

Status of
Aguifers
Risk
Management

Potential
Contamination of
Aquifers

Funding of
Mitigation Expenses
Leak

Detection

SUSTAINABILITY

OF WATER SUPPLY

Litigation Against
Polluters

Vulnerability to

Climate Change Conservation

Programs

New Sowurces

Concerns about Water Supply Sustainability

Page 33



Assist Low Income Ratepayers

Track
service
shutoffs

Track service shut offs for low-income ratepayers.

Because of the continuing recession of 2008, utility shut
offs have markedly increased. The CPUC opened a
rulemaking in February 2010 to address this issue for the
electric and gas utilities. Water shut offs are not addressed
by this Order Instituting Rulemaking (OIR). There is a need
for the CPUC to track water utility shut offs to evaluate
whether tariff rule changes are warranted for low-income
ratepayers.

Interact with
Low-Income
Oversight
Board

Work with the Low Income Oversight Board.

DWA will assign a dedicated staff person to:
¢ Identify and help implement utility industry best
practices,
e Learn about additional programs that can be
implemented,
e Increase cross utility dialogue to facilitate
increased participation.

Examine

standardized
discounts

Develop standardized tariff discounts and eligibility
criteria.

All Class A water utilities currently have in place low-
Income rate assistance programs. Most of these programs
have been rolled out since the adoption of the 2005 WAP.

The programs vary between:
e Percent discounts on total bills,
e Dollar discounts on total bills and
e Percent discounts on the service charge.

The CPUC will strive to achieve consistency between these
programs.
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Assist Low Income Ratepayers

Increase penetration rates of existing programs.

Increase

In October 2007, DWA staff issued a research paper titled
“Assessment of Water Utility Low-Income Assistance
Programs.” DWA found that the penetration rates of such
programs were 15.2% in 2006, increasing to 16.1% in
2007. Because these rates are substantially below those of
the energy utilities (upwards of 90%), the CPUC opened a
rulemaking to establish the rules for sharing of low-income
customer data between the water utilities and both investor
owned and municipal energy utilities **. The CPUC intends
to increase the penetration rates for these programs.

penetration
rates

Enhance CPUC website to prominently feature low-
income programs.

Enhance
website to

include While the CPUC website presently provides some

information about low-income rate assistance programs for

water utilities, there is always room for improvement. The

CPUC intends to devote more resources to its web presence
to make it easier to identify programs, understand eligibility
criteria, and possibly allow enrollment in, or provide direct

links to, low-income rate assistance programs.

low-income

matters

1 OIR 09-12-017, December 2009
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