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	Agency Department Name: State Water Resources Control Board
	Contact Person: Bethany Robinson
	Email Address: Bethany.Robinson@waterboards.ca.gov
	Telephone Number: (510) 620-6285
	Mailing Address: Division of Drinking Water
850 Marina Bay Parkway
Richmond, CA 94804
	1 Statement of the need for the proposed major regulation: Water Code section 10608.34 requires the State Water Resources Control Board to adopt regulations on water loss performance standards for urban retail water suppliers. The proposed regulation would apply to the approximately 410 largest urban water suppliers in the state, and accordingly the anticipated statewide impacts, both in terms of costs and benefits, would exceed the threshold for a major regulation.
	2 The categories of individuals and business enterprises who will be impacted by the proposed major regulation and the amount o f the economic impact on each such category: The proposed regulation results in direct costs to urban retail water suppliers, with inherent spillover effects to individuals (i.e., ratepayers) and businesses (indirect costs). No other group of individuals or businesses are anticipated to face direct costs of this regulation. Individuals are not expected to modify any home infrastructure or plumbing, and thus do not face any direct costs of this regulation. Water bills may increase slightly for ratepayers, and thus individual households, due to increased maintenance of supplier-owned water distribution systems. However, if savings are passed onto ratepayers, water bills are expected to fall in the long term. This proposed regulation would result in 12,655 acre-feet of water loss reduction and therefore generate total benefits of $15.5 million in present value for the typical urban retail water system in the 30-year lifetime. The regulation would generate 3,786 acre-feet lifetime water reduction for the average small business, with total benefits amounting to $4.6 million. The total amount of water saved at the state level is approximately 3.4 million acre-feet, and the associated total benefit is as high as about $4.1 billion. The total costs for the typical system would be $1.9 million, while the estimated average cost to small businesses would be $975,363. The statewide costs would be $500 million. The direct costs on each industry would be: Leak detection services - $319,730,743; Leak repair equipment and service - $114,312,704; Monitoring and reporting services - $66,250,000. The total macroeconomic impact on gross output is estimated to be $896,864,509.
	3 Description of all costs and all benefits due to the proposed regulatory change calculated on an annual basis from estimated date of filing with the Secretary of State through 12 months after the estimated date the proposed major regulation wi ll be fully implemented as estimated by the agency: Benefits: The total estimated amount of water saved over the 30-year time horizon at the state level is approximately 3.4 million acre-feet, and the associated total benefit is about $4.1 billion. The water saved in the initial year (2022) is estimated to be 17,854 acre-feet due to leak detection and repair. This number would increase to 117,368 acre-feet per year after 2028, when all initial water system surveys are completed, until the end of the lifetime considered, i.e., 2051. The associated benefit would increase from about $23 million in 2022 to about $155 million in 2028 and then decrease to $122 million in 2051.

Costs: The total estimated costs for all the impacted urban water suppliers at the state level is approximately $500 million over the 30-year lifetime. The cost of leak detection is approximately $320 million for the lifetime considered, which accounts for about 67% of the total cost.  Leak repair costs account for another 21% of the total cost, and the rest is monitoring and reporting costs. The average annual cost would be approximately $17 million, and the actual annual costs vary from year to year. Table 5 reports the total annual costs in the years 2022, 2028, 2029, and 2051. In 2022, the first year of regulation implementation, the total annual cost is about 26 million dollars. The total annual cost declines to about $20 million in 2028 and further down to about $10 million in 2051.
	4 Description of the 12month period in which the agency estimates the economic impact of the proposed major regulation will exceed 50 million: The proposed regulation has been determined to be a major regulation because the annual macroeconomic impact would exceed $50 million in one or more year during the period of analysis, 2022 through 2051. The impact on gross output in 2023 is estimated to be approximately $52 million, which is higher than the threshold. The costs and benefits exceed $50 million in this period because water suppliers are anticipated to start implementing actions to reduce water loss to meet performance standards. These water suppliers are anticipated to obtain benefits from reducing water loss beginning in 2022 as well, with total assumed benefits also exceeding $50 million in one or more year during the period of analysis.
	5 Description of the agencys baseline: The economic impact of the proposed regulation is evaluated against a baseline of current business-as-usual (BAU) practices for water loss control. In other words, in the absence of the proposed regulation, the evaluation assumes suppliers would conduct leak detection surveys or repairs as needed to maintain leakage at current levels. Without regular maintenance, systems’ leakage would rise naturally as time passes, so the assumption of a constant rate of water loss is a conservative estimate for the amount of water saved.
	6 For each alternative that the agency considered including those provided by the public or another governmental agency plea se describe a All costs and all benefits of the alternative b The reason for rejecting alternative: Alternative 1: Uses a more stringent leak detection survey frequency to calculate the standards, which would lead to quicker reduction in leakage as compared to the proposed regulation. 
a. The estimated total statewide cost is about $931 million, and the estimated total statewide benefit will be $5.7 billion.
b. Alternative 1 is rejected because the higher initial costs would impose a much larger burden on the suppliers, and the average cost of reducing water loss would be higher.
Alternative 2: Requires a decrease in leakage to a volume equal to the 85th percentile of overall leakage for California averaged over three years, instead of individual standards.
a. The estimated total cost on a statewide basis is about $35.1 million and the estimated total statewide benefit will be $963 million.
b. Alternative 2 is rejected because it would not reduce statewide water loss to an economically-feasible level.
	7 A description of the methods by which the agency sought public input Please include documentation of that public outreach: As part of an extensive pre-rulemaking process for the proposed regulation, the State Water Board engaged with stakeholders, including water suppliers, industry experts, and environmental justice groups through public meetings and workshops and  received a significant amount of input from stakeholders. The stakeholder engagement covered topics such as data accuracy and variability, focus areas, program implementation, costs, feasibility and efficiency of interventions, the rulemaking framework, and the economic framework and analysis. These documents are available at the program webpage: https://www.waterboards.ca.gov/water_issues/programs/conservation_portal/water_loss_control.html

	8 A description of the economic impact method and approach including the underlying assumptions the agency used and the rationale and basis for those assumptions: The State Water Board adopts the regional economic model developed by the US Bureau of Economic Analysis (BEA), Regional Input-Output Modeling System (RIMS II). This model uses assumptions: First, only the impacts on the upstream industries are included in the model. Second, businesses in the affected industries have no supply constraints and can satisfy additional demand with an increase in inputs and labor from within the State. Third, it assumes businesses have fixed patterns of purchases, or no potential technological changes are allowed in the model. Fourth, the model assumes businesses use local inputs if they are available. The potential change in water price is negligible which justifies the use of the RIMS II model. The total demand changes for these industries are not extremely large and are distributed over time, so these industries would be unlikely to reach capacity. Regarding the third assumption, leak detection and repairs has undergone innovation in the last decades and the assessment represent the impact’s upper bound. For the fourth assumption, a majority share of the changes in final demand are services which are mostly provided by local firms.
The economic model assumes that costs and benefits are discounted at 3.5%. Water saved is valued at the avoided cost of procurement of alternative water sources, assuming that dependence on the most expensive source of water would be reduced. The default value of the water price growth rate is based on the result from Gaur and Diagne (2017), using water bill data from multiple surveys for 14 counties in California from 2003 to 2015.
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