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SUBJECT:  Public water systems: needs analysis

DIGEST:  Requires the State Water Resources Control Board (State Water Board) to update a needs analysis of the state’s public water systems to include an assessment of the funds necessary to: provide a 20% discount for low-income households served by specified community water systems; and for those same community water systems to meet a specified affordability threshold.

ANALYSIS:

Existing law:  	

1) Establishes the California Safe Drinking Water Act to provide for the operation of public water systems and imposes on the State Water Board various responsibilities and duties relating to the regulation of drinking water to protect public health. (Health & Safety Code (HSC) §§116270 – 116755)

2) Establishes the Safe and Affordable Drinking Water Fund in the State Treasury to help water systems provide an adequate and affordable supply of safe drinking water in both the near and long terms. (HSC §116766)

3) Defines a "public water system" as a system for the provision of water for human consumption through pipes or other constructed conveyances that has 15 or more service connections or regularly serves at least 25 individuals daily at least 60 days out of the year. (HSC § 116275) 

4) Requires the State Water Board, by January 1, 2018, to develop a plan for the funding and implementation of the Low-Income Water Rate Assistance Program, as prescribed. Requires the State Water Board, by February 1, 2018, to report to the Legislature on its findings regarding the feasibility, financial stability, and desired structure of the program, including any recommendations for any needed legislative action. (Water Code (WC) §189.5)

5) Requires the State Water Board to base the fund expenditure plan on data and analysis drawn from a specified drinking water needs assessment. (HSC §§ 116768 – 116770). 

6) Declares it to be the established policy of the state that every human being has the right to safe, clean, affordable, and accessible water adequate for human consumption, cooking, and sanitary purposes. (WC §106.3)

This bill:  

1) Requires the State Water Board, on or before July, 1, 2026, and on or before that date of every three years thereafter, to update a needs analysis of the state’s public water systems, as specified. Stipulates that the analysis include an assessment of funds necessary to provide: a 20% discount for low-income households served by community water systems with fewer than 3,000 connections; and for community water systems with fewer than 3,000 service connections to meet a specified affordability threshold. 

2) Requires the State Water Board, in development of this assessment, to do all of the following:
a) Collect arrearage data from water systems not regulated by the Public Utilities Commission (PUC) and request data from the PUC on those systems they regulate;
b) Estimate the number of households in need of assistance using arrearage data as well as information provided by the U.S. Census or other comparable data source;
c) Identify available data on water rates charged by community water systems with fewer than 3,000 connections; and
d) Where data is unavailable for a water system, use an average of existing data to estimate the level of need for that system.

3) Declares that, to inform future legislation, the State Water Board should develop regularly updated data on resources needed to support small water systems to guide the creation of a future program to fulfill the right of customers of these systems to affordable drinking and wastewater.

Background

1) California’s drinking water program. The regulation of water supply, water quality, and the various types of water systems that serve drinking water is shared among several agencies, including local agencies, in California. The State Water Board has primary responsibility for regulating all public water systems and directly enforces the federal Safe Drinking Water Act (SDWA) for all large water systems (those with 200 or more service connections), including those water systems regulated under the California Public Utilities Commission, Division of Corporations, or Department of Housing and Community Development. For small water systems (those with less than 200 connections), local health departments can be delegated to have regulatory authority as the local primacy agency. 

2) Human right to water. In 2012, California became the first state to enact a Human Right to Water law, AB 685 (Eng, Chapter 524, Statutes of 2012).  Public policy continues to be focused on the right of every human being to have safe, clean, affordable, and accessible water adequate for human consumption, cooking, and sanitation. Water supply, contaminants, costs of treatment and distribution systems, the number and nature of small public water systems, especially in disadvantaged communities, and many other factors will continue to challenge progress in addressing the Human Right to Water.  

3) The cost of water. According to the State Drinking Water Plan for California, September 2021, water costs have, on average over a five-year period from 2012 to 2017, increased about 35 percent within all size groups of water systems (range of 23 to 40 percent). Average water costs remain highest in the San Francisco Bay Area, Central Coast, and Southern California, and lowest in the Central Valley/Agricultural (including Imperial County), Foothill, and Mountain/Desert regions. On average, customers of small water systems (PWS serving fewer than 200 service connections) pay approximately 21 percent more for water than those customers served by larger systems. Many economically disadvantaged communities are served by small water systems. As a result, water affordability has become a significant issue among residents in these communities. 

According to the State Water Board, “Over the past decades, the cost of drinking water, adjusted for inflation, has been on the rise and this trend is expected to continue. To address the issue of affordability, there is a need for a statewide rate assistance program.”

4) Recommendations for implementation of a statewide low-income water rate assistance program February 2020. In February 2020, the State Water Board released a report, to develop plan for funding and implementing a low-income water rate assistance program (W-LIRA). This report was required by AB 401(Dodd, Chapter 662, Statutes of 2015). In the report, the State Water Board recommends components for developing a successful program to help low-income households afford their drinking water. Specifically, this report identifies potential program recipients, different mechanisms for delivering assistance to low-income households, and possible funding sources to implement such a W-LIRA program. The recommendations outlined within the report reflect discussions with public interest groups and stakeholders.  According to the report:

“Only about half of California’s population is served by a community water system (CWS) offering some form of rate assistance program, and most of these existing programs have low levels of enrollment and limited financial resources. As a result, less than 20% of the state’s low-income population served by CWSs currently receives benefits from a low-income rate assistance program… 

“Rising drinking water costs have been outpacing inflation and the multitude of upward cost drivers are likely to intensify, leading to even greater future water rate increases across the state. These rate increases will reduce affordability for low-income households already struggling with numerous rising expenses for housing, food, utilities, and other basic needs. This report offers a set of recommendations for rate assistance programs with statewide coverage and meaningful benefit levels. These recommendations have a significant cost, but these are costs that California should support given the clear need and our already existing financial assistance to low-income households for other basic needs."

5) State Water Board’s 2023 needs assessment and affordability-related enhancements. In 2019, the Legislature passed and the Governor signed SB 200 (Dodd), which enabled the State Water Board to create the Safe and Affordable Funding for Equity and Resilience (SAFER) Drinking Water Program. SB 200 established a set of tools, funding sources, and regulatory authorities that the State Water Board harnesses through the SAFER Program to help struggling water systems sustainably and affordably provide safe drinking water. 

The annual Drinking Water Needs Assessment (Needs Assessment), required to be carried out by the SAFER Program, provides foundational information and recommendations to guide this work. The Needs Assessment is comprised of four core components: the Failing Water System List, the Risk Assessment, the Cost Assessment, and the Affordability Assessment. Three different water system types— public water systems, state small water systems and domestic wells— are analyzed within the 2023 Needs Assessment. 

The results of the annual Needs Assessment are used by the State Water Board and the SAFER Advisory Group to inform the prioritization of available state funding and technical assistance within the Safe and Affordable Drinking Water Fund (SADWF) Fund Expenditure Plan (FEP). The State Water Board typically hosts a series of workshops throughout the year to inform the FEP.

In response to stakeholder feedback after the release of the 2021 and 2022 Needs Assessments, the State Water Board in partnership with the Office of Environmental Health Hazard Assessment (OEHHA), hosted three public Affordability Workshops in 2022 to re-evaluate previously utilized affordability indicators, research new affordability indicators, and explore how to incorporate a new affordability indicator that measures disposable income limitations into the 2023 Needs Assessment and beyond. These workshops also analyzed different approaches for determining Disadvantage Communities (DAC)s and establishing an “affordability threshold.” Based on feedback from the public workshops, the State Water Board and OEHHA developed a new affordability indicator, “Household Socioeconomic Burden,” a composite indicator that is a combined measure of Housing Burden and Poverty Prevalence that measures the extent to which low-income customers may have affordability challenges now or in the future because their disposable income is constrained by high housing costs. 

To assess which systems may be facing the greatest affordability burden, the State Water Board analyzed how many water systems exceeded thresholds for multiple affordability indicators. For the 2023 Affordability Assessment, State Water Board staff analyzed 2,845 community water systems. The majority were identified as having low affordability burden (45%) followed by a medium affordability burden (12%) and a high affordability burden (3%). Overall, there is a higher proportion of DAC/SDAC systems that have a high or medium affordability burden compared to non-DAC and missing DAC status systems.

Comments

1) Purpose of Bill. According to the author, “While recognizing water as a basic human right, California has been at the epicenter of a water affordability and access crisis, especially for communities of color. The State Board reported that water rates rose 45% from 2007 to 2015. Those rate increases have led to more than 1.6 million households having an average $500 water and/or sewer utility debt, with more than 150,000 of those households having a dangerously higher debt owed of $1,000 or more.

“Further exacerbating the problem have been how efforts to address this access gap have been delayed. While AB 401 (Chap. 662, Stats. 2015)-required the State Board to prepare a Low-Income Water Rate Assistance Program, no program has been created to date.

“SB 1255 will direct the State Board to regularly assess the cost of ensuring that water is affordable for small water systems under 3,000 service connections. This will allow the State Board to understand the cost to support disadvantaged communities to achieve water affordability.”

2) SB 222 veto. SB 222 (Dodd, 2022) would have required the State Water Board to develop and administer a statewide Water Rate Assistance Program to provide rate assistance to low-income residential ratepayers of a community water system or wastewater system. The Governor’s veto message states: 

“Lowering costs and making sure that Californians have access to safe and affordable drinking water is a top priority of this administration…I commend the author and stakeholders for their work during this Legislative session to craft a vision for such a program. However, this bill does not have any funding identified, and because it is an ongoing program that would require all community water systems and wastewater systems to participate, signing this policy would result in significant General Fund pressures in the billions of dollars to continuously provide such assistance…Bills with significant fiscal impact, such as this measure, should be considered and accounted for as part of the annual budget process.” 

3) Expands the scope of annual drinking water Needs Assessment. SB 1255 would direct the Board to include in its annual Needs Assessment an examination of how much it would cost to ensure water is affordable for individuals served by small water systems and for those systems to meet an affordability threshold. The bill builds off of AB 401 (Dodd, 2015) and expands upon the important work currently being done by the State Water Board to assess which water systems may be facing the greatest affordability burden. This information could help inform the Legislature on the resources necessary to fulfill the right of customers of these systems to affordable drinking water and wastewater.


Related/Prior Legislation

SB 222 (Dodd, 2021) would have created a Low-Income Water Rate Assistance program for all California water agencies. This bill was vetoed by the Governor.

SB 200 (Monning, Chapter 120, Statutes of 2019) created the SAFER program to support rollout of safe and affordable drinking water for disadvantaged communities.

AB 401 (Dodd, Chapter 662, Statutes of 2015) directed the State Water Board to develop a plan for funding and implementation of a statewide low-income rate assistance program.

AB 685 (Eng, Chapter 524, Statutes of 2012) declared the right to clean, safe, and affordable water for drinking and sanitation.

SOURCE:
 	Clean Water Action, Community Water Center, and Leadership Counsel for Justice and Accountability

SUPPORT:
 	
California Coastal Protection Network
California Coastkeeper Alliance
California Environmental Voters
California Water Research
Clean Water Action
Cleanearth4kids.org
Community Water Center
Friends of The River
Leadership Counsel for Justice & Accountability
Los Angeles Alliance for A New Economy
Los Angeles Waterkeeper
Mono Lake Committee
Planning and Conservation League
Union of Concerned Scientists

OPPOSITION:
    
None received 

ARGUMENTS IN SUPPORT:
  According to a coalition letter environmental and environmental justice organizations, “Access to safe and affordable drinking water and sanitation is a human right. (AB 685, 2012). However, water rates have continued to rise, outpacing inflation with a 45% increase between 2007 and 2015. During the pandemic, water arrearages grew to over $1 billion, prompting legislators to create the California Water and Wastewater Arrearages Payment Program, through which the Water Board is on track to successfully provide over $800 million in assistance to California families. The 2023 SAFER Needs Assessment found that almost 450 water systems in California have either a medium or high affordability burden.

“In 2020, the Water Board finalized a report on a pathway and cost assessment for a Low-Income Water Rate Assistance Program, pursuant to AB 401 from 2015, which found a total cost for that program of $141 million per year. As costs have continued to rise, we need better data to grasp the scale of the program for small water systems who traditionally lack the economies of scale to keep water rates affordable or provide customer assistance programs. SB 1255 provides this
information by requiring the State Board to include this information in the annual needs assessment that is already part of the SAFER Program. SB 1255 provides California with a better understanding of the water affordability crisis for
small water systems, which is a necessary step to solving the crisis.”
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