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Current California Public Utiliti
Commission Regulatory Pictu

« Customers who can manage
industrial operations more
efficiently may save on electricity
costs by availing themselves of
various demand response and
peak pricing tariffs designed by
the CPUC.
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» Water utilities, including desalinatio
facilities, do use electric industrial
tariffs. These facilities do not recei
preferential treatment in electric rat
or policy by the CPUC.

« The CPUC does not currently have
interrelating energy and water policies
that pertain to desalination. A
customer operating a desalination
facility is served by industrial
electricity tariffs or the various

alternative h

* The CPUC aggressively promotes policli
that ensure safe and reliable drinking wa
supplies, encourage water conservation,
and balance ratepayers’ and utilities’
interests. Any proposal involving cost
shifting among ratepayers will need to p
rigorous scrutiny. The CPUC may not
able to justify rate incentives for
desalination operations if doing S0 does not
outweigh its other policy considerations.
Desalination projects can avail themselves
of the many lower cost electric tariffs and
existing policies that are applicable to
customers of investor owned electric
utilities. As to targeted subsidies, other
than low-income, the CPUC has deferred to

the legislature for weighing whether and
how much “Id be given.




Fence” Electriciti Contracts).

Co-Location of Desalination

Facilities with Coastal Power
Plants

Co-location of desalination faciliti
with existing coastal power plants
may help reduce the electricity costs
of a desalination project, because co-
located desalination facilities can
utilize both the power plant’s seawater
intake cooling system and the direct
power supplied at the plant (see
“Within the Fence” and “Over the

Special contracts called Self-Generation
Deferral Agreements authorized by the
Commission in which firms could receive
reduced electricity rates to deter departure
from the State and to avoid bypass to non-
utility energy suppliers are no longer
allowed. Some customers thought t
Economic Development Rates could be
applied to desalination. The development
of desalination in California is currently not
contingent upon any special rate relief or
subsidy by the CPUC.
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Self-Generation Deferral
Agreements: “Within-the-Fenc
and “Over-the-Fence” Electricit
Contracts

* A desalination facility may be able to lower its
electricity bill by installing onsite generation
(self-generation), or by purchasing electricity
from a non-utility generator located at or near
the facility site. Such an arrangement is not
considered direct access, because electricity
Is transported from producer to purchaser
through power lines located on-site, and does
not involve a utility’s transmission or
distribution systems.

» Under PU Code 8218 (a), a compan
that generates or distributes
electricity through private property
exclusively for itself or its tenants,
and does not sell or deliver power
others, is not considered an
“electrical corporation”. Historically,
this arrangement describes a
situation in which an industrial park
or hospital etc. generates its own
power for its use and the use of its
on-site tenants. This arrangement is
not allowed if the energy producer’s
primary purpose is the generation

and sale of said iergy.




It is possible that a desalinatio
facility could build its own pow
generation, suitable for its size
and needs. Yet if it opted to
so, it would still be likely to

choose standby power, incurring
the associated charges, which
may mean that the company is no
longer fully exempt from CPUC-
Imposed cost components.

Answers and Questions

« Who makes the water policy?

e Process exists to reach
decision-makers

 Coordinated and collaborative
effort with other state and federal
agencies

« Cycling




* Transparency

* Integrated, equitable, fair,
reasonable, interests-balanced
electric tariffs

» Cost-causation, pay as you go,
demand on system, and capacity

e Technological innovation to lower
costs

* Research, Development &
Deployment

« Getting innovation from the
laboratory to the market place by
supporting development of the
market

 Avoid entrenchment of old
technology




Environmental Impact Reports
and NEPA challenges

Stand-alone
Self-generation
PUC 218
Interconnected
Regionalization

New Water Source
Conservation
Changes in urban consumption

Bureau of Reclamation — CA has the best
plumbing (exchanges and transfers)

Interconnecting systems to facilitate a
viable trades and transfers

Selling water rights

Ground water stand alone
Ground water management
Consolidation of small districts
Small wolf?




* Regulation —“lessons about the
impermanence of life, about our
attachment to the way we want things
to be, and our disappointment when
those things don’t come to pass.”

* “Whether you're happy or not has
less to do with circumstances than
with how you perceive them.”

National Geographic, December 2005




