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The CPUC oversees investor owned utilities rate cases. For several decades, electric
utilities have been required to devote ratepayer funds to customer energy efficiency.
Before consenting to this requirement, electric utilities obtained provisions that
allowed them to “de-couple” revenue earning from return on investments. This
unlikely and somewhat uneasy arrangement has been one of the cornerstones of
California environmental leadership.

In stark contrast, there are no such requirements for water utilities. There is some
attempt to stretch revenue /expenditure over a few years to plan for revenue
reductions during drought but overall water I0Us have no real structural reform in
rate-making to plan for sustainability.

Moreover, it is well know that saving water by customers will result in cumulative
water and very significant electric energy savings through out the water system --
up to the wholesaler and on to federal /state agencies that pump water in the Bay
Delta. Research on the water/energy nexus indicates great potential but no rule-
making to effect change has yet occurred.

Finding a way to incentivize water conservation at the customer level is a matter
requiring a new look at rate making. There is need for additional in-depth
investigation of rate cases to strengthen water conservation, and to open up new
cooperation between state agencies on how water rate are determined with long
term interests in mind as well as social equity both currently and between
generations.

Generally speaking there are few parties to these water utility cases other than the
CPUC and 10U water utilities. To this point, local politics circumscribe the role of
local agencies and governments at the CPUC. Leadership at the state, regional and
local level will be necessary to advance change, will be enhanced with fact founding
making the argument for de-coupling, water conservation and transparency of line
item costs. It would be helpful if public interest non-profits were able to become
interveners as well.

Investments in this area of research would have big pay-offs for California. The
Electric Program Investment Charge Program should be a source for funding this
research due to the established linkage between saving water and electricity
required to move water to end-users.



