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DRAFT- Recycled Water Policy Guidelines

1. The Commission’s recycled water policy guidelines occur within a statewide framework
of recycled water law, policy, regulation and distribution of authority, the elements of
which include:

a. Water Code § 13512 (Recycled Water goals);
b. Water Code § 13550 (Reasonable Use), § 13510, and § 13580 et seq.;

c. California Department of Public Health’s (CDPH) California Code of
Regulations (CCR) Titles 17 and 22 Water Recycling Criteria;

d. State Water Resources Control Board (SWRCB) statement of policy
(February 3, 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 recycled water supplies as much as possible for potable water.

and direct potable use in the Senate Bill (SB) 918.

e. Upcoming criteria for groundwater recharge, surface water augmentation

ef.P.U. Code § 1501 Rates charged are fixed by the Commission at levels which
assume that facilities will remain used and useful.

2. Consistent with the Commission’s 2010 Water Action Plan, the Commission shall
promote the consideration and implementation of recycled water projects that provide
cost-effective, reliable and affordable sources of water supply for Investor-Owned
Water and Sewer Utilities (IOWSU)* customers and that are in the public interest.

a. “Recycled water is an important water resource necessary to meet the water
demands of an 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 CPUC will require its use, when practicable, as another

supply source”. ?

b. The Commission should recognize that the production, use and distribution of
recycled water can honor the four key principles of water utility regulation set
out in the 2010 Water Action Plan:

1 The use of “IOWSU” in these guidelines refers to Class A investor-owned water and comparable size sewer utilities
and also to smaller size Commission regulated water and sewer utilities that engage in the production, distribution
and/or use of recycled water.

2 Water Action Plan, pg. 16



i.  Safe, high quality water
ii.  Highly reliable water supplies
iii.  Efficient use of water
iv.  Reasonable rates and viable utilities®

c. The goal of the Commission should be to increase the production, distribution

and use of recycled water where cost effective {benefitsjustifirthe-cests}-and

otherwise in the public interest.

d. Setting a mandatory volume goal of recycled water use within IOWSU service
areas does not appear appropriate at this time in light of the variance between
the state-wide goals set and the state-wide usage achieved in the aggregate by
public and investor-owned water purveyors in recent decades.

3. Consistent with the 2010 Water Action Plan® the Commission should strengthen
interagency coordination and working relations with the CPDH, Department of Water
and Resources (DWR), SWRCB and Regional Water Quality Control Boards (RWQCBs).

4. The Commission should exercise its concurrent jurisdiction to regulate water quality, in
conjunction with the CDPH, SWRCB, RWQCBs and local public health agencies, by
monitoring IOWSU compliance with applicable standards governing recycled water
management and use.

5. Inrecognition of the fact that energy costs are embedded in water service, the
Commission should encourage the IOWSUs to consider the comparative energy costs
and/or savings associated with alternative water supply sources when evaluating the
recycled water projects.

6. Inrecognition of the fact that aspects of water service contribute to the occurrence of
greenhouse gases, and the State’s commitment under Assembly Bill 32 to reduce those
gases, the Commission should encourage IOWSUs to estimate and consider the
comparative increase or reduction in greenhouse gases associated with alternative
water supply sources when evaluating the advisability of proposing a recycled water
project.

3 Water Action Plan, pg. 2
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7. All Commission approved recycled water projects should have a determination of
compliance with the California Environmental Quality Act (CEQA) and National
Environmental Protection Act (NEPA) if required-

8. The Commission will participate, where appropriate, in efforts to develop interagency
guidance for economic analysis for the evaluation of recycled water projects.

9. The Commission shall promote active participation by each IOWSU in integrated
regional water resource planning, through public-private interagency cooperation and
collaboration, and in furtherance of sound water supply and water quality management
principles.

a. The Commission should erceurage-require IOWSUs when embarking on a
recycled water project to explore and take advantage of opportunities for joint
recycled water projects and arrangements with other water supply and waste

treatment agencies. To the extent practicable, such activities should be
compatible with applicable IRWRP.

b. The Commission should promote the avoidance of duplication of recycled water
service within the tariff territory of an IOWSU-wherepracticable, consistent
with Water Code$§ 13580.5(b) and in the public interest.

c. Tothe extent practicable, each IOWSU should conduct its water supply planning
regarding recycled water consistent with the relevant portions of the IRWRP for
its region.

10. The Commission should encourage eEach IOWSU, through associations or otherwise,

sheuld-to keep abreast of technological and regulatory developments concerning
recycled water to the extent prudent for water supply planning and development.

11. IOWSUs should identify, seek and secure lower-cost public funding to cover the cost of

their recycled water projects-te-the-extentpracticable:

a. The Commission should support changes in the eligibility criteria of public loan
and grant programs at the local, state and national governmental level that
facilitate IOWSU access to lower-cost funding for recycled water projects.

12. lnreviewingareeyecled-waterprojectproposaltheThe Commission should insistupen

arequire IOWSUs to provide a full analysis and disclosure of the rate impacts and fixed

costs burden on each customer class of the shift of potable water customers to



recycled water, and of any discounting of recycled water rates or other incentivizing of
recycled water use.

a. Asauthorized by Water Code § 13580.8(d) the discounting of recycled water
rates can be an appropriate incentive as long as such an incentive is
needed/justified.

b. Reasonable cost associated with approved recycled water projects shall be
recoverable and equitably allocated among customer classes.

c. Utility plant associated with recycled water projects that are funded by the
IOWSUs, sheuld-and found just and reasonable by the Commission, should be
allowed into rate base.

d. Each IOWSU should track in a memo/ designated account the cost savings
resulting from the replacement of potable water use by recycled water use.

e. Each IOWSU should track in a memo/ designated account the incremental costs
and revenue requirement associated with the recycled water project that has
been allocated to pre-existing customer base.

13. The Commission should encourage increased public education concerning recycled

water use.

a. Each IOWSU should identify and review available consumer education materials,
content and means of communication concerning recycled water, and, where
appropriate, take reasonable steps to utilize them before developing internally

any efits-ewn-sources-thatitestimatesto-bemorecosthrduplicative materials

that could be more costly.

b. The Commission should encourage each IOWSU to seek and take advantage of
opportunities to increase its customers understanding of the financial,
economic, social and environmental costs and benefits of recycled water.

14. Recognizing that an opportunity to add recycled water to an IOWSU water supply
portfolio commonly is an interagency undertaking in which timely responses and
commitments can be required and in which many of the transactional terms and
safeguards are determined outside the control of the IOWSU and the Commission, the

havi I : :

e han m on-to-bae pnroce ed-throuach a A csi ha han an

Commission should allow IOWSU recycled water projects




appheation-with revenue impact of less than 5% of the IOWSUs total revenue
requirement to file through the Tier 3 Advice letter process.




