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EXHIBIT G

MEMORANDUM OF UNDERSTANDING
REGARDING
URBAN WATER CONSERVATION
IN CALIFORNIA

The Memorandum of Understanding Regarding Urban Water Conservation in
California (MOU) is made and entered into on the dates set forth below among the
undersigned parties (signatories). The signatories represent urban water suppliers,
public advocacy organizations and other interested groups as defined in Section 1.3 of
this MOU.

ADOPTED
September 1991

AMENDED
February 10, 1993
March 9, 1994
September 30, 1997
April 8, 1998
December 9, 1998
September 16, 1999
September 21, 2000
March 14, 2001
December 11, 2002
March 10, 2004
March 9, 2005
March 14, 2007
June 13, 2007
December 10, 2008
June 11, 2009
September 16, 2009
June 9, 2010
September 14, 2011

Note: The MOU was substantially revised on September 30, 1997 and again on
December 10, 2008. Subsequent revisions are indicated accordingly throughout the
MOU.
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RECITALS

A.

The signatories to this MOU recognize that California's economy, quality of life and
environment depend in large part upon the water resources of the State. The signatories
also recognize the need to provide reliable urban water supplies and to protect the
environment. Increasing demands for urban, agricultural and environmental water uses call
for conservation and the elimination of waste as important elements in the overall
management of water resources. Many organizations and groups in California have an
interest in urban water conservation, and this MOU is intended to gain much needed
consensus on a complex issue.

The urban water conservation practices included in this MOU (referred to as "Best
Management Practices" or "BMPs") are intended to reduce long-term urban demands from
what they would have been without implementation of these practices and are in addition to
programs which may be instituted during occasional water supply shortages.

The combination of BMPs and urban growth, unless properly accounted for in water
management planning, could make reductions in urban demands during short-term
emergencies such as droughts or earthquakes more difficult to achieve. However,
notwithstanding such difficulties, the signatory water suppliers will carry out the urban water
conservation BMP process as described in this MOU.

The signatories recognize that means other than urban water conservation may be needed
to provide long-term reliability for urban water suppliers and long-term protection of the
environment. However, the signatories may have differing views on what additional
measures might be appropriate to provide for these needs. Accordingly, this MOU is not
intended to address these issues.

A major benefit of this MOU is to conserve water which could be used for the protection of
streams, wetlands and estuaries and/or urban water supply reliability. This MOU leaves to
other forums the issue of how conserved water will be used.

It is the intent of this MOU that individual signatory water suppliers (1) develop
comprehensive conservation BMP programs using sound economic criteria and (2) consider
water conservation on an equal basis with other water management options.

It is recognized that present urban water use throughout the State varies according to many
factors including, but not limited to, climate, types of housing and landscaping, amounts and
kinds of commercial, industrial and recreational development, and the extent to which
conservation measures have already been implemented. It is further recognized that many
of the BMPs identified in Exhibit 1 to this MOU have already been implemented in some
areas and that even with broader employment of BMPs, future urban water use will continue
to vary from area to area. Therefore, this MOU is not intended to establish uniform per
capita water use allotments throughout the urban areas of the State. This MOU is also not
intended to limit the amount or types of conservation a water supplier can pursue or to limit
a water supplier's more rapid implementation of BMPs.

It is recognized that projections of future water demand should include estimates of
anticipated demand reductions due to changes in the real price of water.
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TERMS

Amended December 10, 2008; Amended March 9, 2005; Amended April 8, 1998

SECTION 1. DEFINITIONS

For purposes of this MOU, the following definitions apply:

1.1

1.2

1.3

Best Management Practices. A Best Management Practice ("BMP") means a policy,
program, practice, rule, regulation or ordinance or the use of devices, equipment or facilities
which meets either of the following criteria:

(a) An established and generally accepted practice among water suppliers that results in
more efficient use or conservation of water;

(b) A practice for which sufficient data are available from existing water conservation
projects to indicate that significant conservation or conservation related benefits can be
achieved; that the practice is technically and economically reasonable and not
environmentally or socially unacceptable; and that the practice is not otherwise
unreasonable for most water suppliers to carry out.

Although the term "Best Management Practices" has been used in various statutes and
regulations, the definitions and interpretations of that term in those statutes and regulations
do not apply to this MOU. The term "Best Management Practices" or "BMPs" has an
independent and special meaning in this MOU and is to be applied for purposes of this MOU
only as defined above.

Implementation. "Implementation" means achieving and maintaining the staffing, funding,
and in general, the priority levels necessary to achieve the level of activity called for in the
descriptions of the various BMPs and to satisfy the commitment by the signatories to use
good faith efforts to optimize savings from implementing BMPs as described in Section 4.4
of this MOU. Section B of Exhibit 1 to this MOU establishes the schedule for initial
implementation of BMPs.

Signatory Groups. For purposes of this MOU, signatories will be divided into three groups
as follows:

(@) Group 1 will consist of water suppliers. A "water supplier" is defined as any entity,
including a city, which delivers or supplies water for urban use at the wholesale or retail
level.

(b) Group 2 will consist of public advocacy organizations. A "public advocacy organization"
is defined as a non profit organization:

(i) whose primary function is not the representation of trade, industrial, or utility
entities, and

(i) whose prime mission is the protection of the environment or who has a clear
interest in advancing the BMP process.

(c) Group 3 will consist of other interested groups. "Other interested groups" is defined as
any other group which does not fall into one of the two groups above.
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1.4

California Urban Water Conservation Council. The California Urban Water Conservation
Council or "Council" will have responsibility for monitoring the implementation of this MOU
and will be comprised of signatories to this MOU grouped according to the definitions in
Section 1.3 above. The duties of the Council are set forth in Section 6 and in Exhibit 2 to
this MOU.

SECTION 2. PURPOSES

2.1

This MOU has Two Primary Purposes:

(1) to expedite implementation of reasonable water conservation measures in urban areas;
and

(2) pursuant to Section 5 of this MOU, to establish assumptions for use in calculating
estimates of reliable future water conservation savings resulting from proven and
reasonable conservation measures. Estimates of reliable savings are the water
conservation savings which can be achieved with a high degree of confidence in a
given service area. The signatories have agreed upon the initial assumptions to be used
in calculating estimates of reliable savings. These assumptions are included in Exhibit 1
to this MOU. It is probable that average savings achieved by water suppliers will exceed
the estimates of reliable savings.

SECTION 3. LIMITS TO APPLICABILITY OF MOU

3.1

3.2

3.3

3.4

Relationship Between Water Suppliers. No rights, obligations or authorities between
wholesale suppliers, retail agencies, cities or other water suppliers are created or expanded
by this MOU. Moreover, wholesale water suppliers are not obligated to implement BMPs at
the retail customer level except within their own retail service area, if any.

Agriculture. This MOU is intended to apply only to the delivery of water for domestic,
municipal and industrial uses. This MOU is not intended to apply directly or indirectly to the
use of water for irrigated agriculture with one exception. A signatory water supplier that
serves agricultural customers may decide to include agricultural water deliveries in its
calculation of water demand and compliance using the GPCD metric. If such agricultural
deliveries are included, the supplier shall include relevant agricultural water demand in its
Water Supply & Reuse and Accounts & Water Use standard reports.

Reclamation. The signatory water suppliers support the reclamation and reuse of
wastewater wherever technically and economically reasonable and not environmentally or
socially unacceptable, and agree to prepare feasibility studies on water reclamation for their
respective service areas. However, this MOU does not apply to that aspect of water
management, except where the use of reclaimed water may otherwise qualify as a BMP as
defined above.

Land Use Planning. This MOU does not deal with the question of growth management.
However, each signatory water supplier will inform all relevant land planning agencies at
least annually of the impacts that planning decisions involving projected growth would have
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3.5

upon the reliability of its water supplies for the water supplier's service area and other areas
being considered for annexation.

Use of Conserved Water. A major benefit of this MOU is to conserve water which could be

used for the protection of streams, wetlands and estuaries and/or urban water supply
reliability. This MOU leaves to other forums the issue of how conserved water will be used.

SECTION 4. IMPLEMENTATION OF BEST MANAGEMENT PRACTICES

4.1

The Best Management Practices List, Schedule of Implementation and Assumptions.

Exhibit 1 to this MOU contains:

(@)

(b)

(€)

(d)

(e)

(f)

(9

In Section A: A list identifying those practices which the signatories believe presently
meet the definition of a BMP as set forth in Section 1.1 of this MOU.

In Section B: A schedule for implementing the BMPs to be followed by signatory water
suppliers unless exempted under Section 4.5 of this MOU or an alternative schedule is
prepared pursuant to Section 4.6 of this MOU.

In Section C: Coverage requirements for implementing BMPs. Coverage requirements
are the expected level of implementation necessary to achieve full implementation of
BMPs. Coverage requirements may be expressed either in terms of activity levels by
water suppliers or as water savings achieved.

In Section D: Reporting Requirements for Documenting BMP Implementation. These
requirements vary by BMP, are considered the minimum record keeping and reporting
requirements for water suppliers to document BMP implementation levels, and will
provide the basic data used evaluate BMP implementation progress by water suppliers.

In Section E: Criteria to determine BMP implementation status of water suppliers. These
criteria will be used to evaluate BMP implementation progress. Evaluation criteria vary
by BMP, and are derived from the implementation guidelines and schedules presented
in Sections A, B, and C.

In Section F: Assumptions for use in developing estimates of reliable savings from the
implementation of BMPs. Estimates of reliable savings are the water conservation
savings which can be achieved with a high degree of confidence in a given service
area. The estimate of reliable savings for each BMP depends upon the nature of the
BMP and upon the amount of data available to evaluate potential savings. For some
BMPs (e.g., public information) estimates of reliable savings may never be generated.
For others, additional data may lead to significant changes in the estimate of reliable
savings. It is probable that average savings achieved by water suppliers will exceed the
estimates of reliable savings.

In Section G: In the programmatic BMPs, the Flex Tack Menu, a list of potential
alternative water savings measures is available for agencies which wish to promote
new initiatives in water conservation. In order to qualify as in compliance with the BMP
requirements, a utility using this menu, or a part of it, shall show water savings equal to
or greater than of those which would have been achieved by following the BMP list.
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4.2

4.3

4.4

There is no section G in the Foundational BMPs.

Initial BMPs, PBMPs, Schedules, and Estimates of Reliable Savings. The initial position
of conservation practices on the BMP and PBMP lists, the initial schedule of implementation
and study for the BMP list, the initial schedule of study for the PBMP list, and the initial
estimates of reliable savings represent compromises by the signatories to move the process

forward both for purposes of the present Bay/Delta proceedings as defined in Section 5 and
to promote water conservation generally. The signatories agree that as more and better
data are collected in the future, the lists, the schedules, and the estimates of reliable savings
will be refined and revised based upon the most objective criteria available. However, the
signatories agree that the measures included as initial BMPs in Section A of Exhibit 1 are
economically justified on a statewide basis.

Future Revision of BMPs, PBMPs, Schedules, and Estimates of Reliable Savings.
After the beginning of the initial term of the MOU as provided in Section 7.1, the California
Urban Water Conservation Council ("Council”) will, pursuant to Section 6 of this MOU and
Exhibit 2, alter the composition of the BMP and PBMP lists, redefine individual BMPs, alter
the schedules of implementation, and update the assumptions of reliable savings as more
data becomes available. This dynamic BMP assessment process includes the following
specific commitments:

(a) The assumptions of reliable savings will be updated at least every 3 years.

(b) The economic reasonableness of a BMP or PBMP will be assessed by the Council
using the economic principles in Sections 3 and 4 of Exhibit 3.

(c) A BMP will be removed from the BMP list if, after review of data developed during
implementation, the Council determines that the BMP cannot be made economically
reasonable or determines that the BMP otherwise fails to conform to the definition of
BMPs in Section 1.1.

(d) A PBMP will be moved to the BMP list and assigned a schedule of implementation if,
after review of data developed during research, and/or demonstration projects, the
Council determines that the PBMP is economically reasonable and otherwise conforms
to the definition of BMPs in Section 1.1.

[Note: In 1997, the Council substantially revised the BMP list, definitions, and schedules
contained in Exhibit 1. These revisions were adopted by the Council September 30, 1997.]

Good Faith Effort. While specific BMPs and results may differ because of varying local
conditions among the areas served by the signatory water suppliers, a good faith effort to
implement BMPs will be required of all signatory water suppliers. The following are included
within the meaning of "good faith effort to implement BMPs":

(a) The proactive use by a signatory water supplier of legal authorities and administrative
prerogatives available to the water supplier as necessary and reasonable for the
implementation of BMPs.
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(b)
(€)
(d)
(e)
4.5

4.6

Where implementation of a particular BMP is not within the legal authority of a signatory
water supplier, encouraging timely implementation of the BMP by other entities that
have the legal authority to carry out the BMP within that water supplier's service area
pursuant to existing legal authority. This encouragement may include, but is not limited
to, financial incentives as appropriate.

Cooperating with and encouraging cooperation between other water suppliers and other
relevant entities whenever possible and within existing legal authority to promote the
implementation of BMPS.

Optimizing savings from implementing BMPs.

For each signatory water supplier and all signatory public advocacy organizations,
encouraging the removal of institutional barriers to the implementation of BMPs within
that water supplier's service area. Examples of good faith efforts to remove institutional
barriers include formal presentations and/or written requests to entities requesting
approval of, or amendment to, local ordinances, administrative policies or legislation
which will promote BMP implementation.

Exemptions. As Amended on March 9, 2005. A signatory water supplier will be exempt from the
implementation of specific BMPs for as long as the supplier substantiates each reporting
period that based upon then prevailing local conditions, one or more of the following findings
applies:

(@)

(b)

(€)

A full cost-benefit analysis, performed in accordance with the principles set forth in
Exhibit 3, demonstrates that either the program (i) would not be cost-effective overall
when total program benefits and costs are considered; OR (ii) would not be cost-
effective to the individual water supplier even after the water supplier has made a good
faith effort to share costs with other program beneficiaries.

Adequate funds are not and cannot reasonably be made available from sources
accessible to the water supplier including funds from other entities. However, this
exemption cannot be used if a new, less cost-effective water management option would
be implemented instead of the BMP for which the water supplier is seeking this
exemption.

Implementation of the BMP is (i) not within the legal authority of the water supplier; and
(i) the water supplier has made a good faith effort to work with other entities that have
the legal authority to carry out the BMP; and (iii) the water supplier has made a good
faith effort to work with other relevant entities to encourage the removal of institutional
barriers to the implementation of BMPs within its service area.

Schedule of Implementation. As Amended on March 9, 2005. The schedule of implementation

for BMPs is set forth in Section B of Exhibit 1 to this MOU. However, it is recognized by the
signatories that deviations from this schedule by water suppliers may be necessary.
Therefore, a water supplier may modify, to the minimum extent necessary, the schedule for
implementation of BMPs if the water supplier substantiates one or more of the following
findings:



EXHIBIT G

TERMS

(@) That after a good faith effort to implement the BMP within the time prescribed,
implementation is not feasible pursuant to the schedule. However, implementation of
this BMP is still required as soon as feasible within the initial term of this MOU as
defined in Section 7.1.

(b) That implementation of one or more BMPs prior to other BMPs will have a more positive
effect on conservation or water supplies than will adherence to the schedule.

(c) That implementation of one or more Potential BMPs or other conservation measures
prior to one or more BMPs will have a more positive effect on conservation or water
supplies than will adherence to the schedule.

(d) That the BMP was not implemented previously because the water supplier was exempt
from its implementation as provided for in Section 4.5 above during prior years of
required activity. When a water supplier has been exempt from implementing a BMP in
the past, but is subsequently no longer exempt, the water supplier shall receive an
extension of time to implement the BMP. The extension of time shall be equal to 100%
of the time period for which fully documented exemptions were submitted to the
Council, not to exceed the time allotted for completing the activities set forth within the
BMP itself.

SECTION 5. CONSERVATION GOALS

[Note: The original section 5. BAY/DELTA PROCEEDINGS was adopted with the initial MOU and
referred to the State Water Resources Control Board water rights process underway in late 1980s
and early 1990s to implement new Bay-Delta flow and export standards. Subsequent to those
proceedings, further work under different auspices has proceeded with the same goals, in addition,
Council membership has expanded to include agencies whose focus is on other watersheds and
broader support for water use efficiency and conservation. Therefore, while including the original
intent of this section, in December 2008 it has been amended to reflect these new circumstances.]

5.1

Use of MOU to address Bay/Delta protection and water use efficiency. The BMPs, the
estimates of reliable savings and the processes established by this MOU are agreed to by
the signatories for purposes of protection of the San Francisco Bay/Sacramento-San
Joaquin Delta Estuary ("Bay/Delta"); in order to move the water conservation process
forward; and/or to develop a cost effective alternative to new water supplies. The willingness
of the signatories to enter into this MOU for purposes of the protection of the Bay/Delta in no
way limits the signatories' ability to propose different conservation practices, different
estimates of savings, or different processes, or for non-urban water suppliers or for other
water management issues. The signatories may present other assumptions of reliable
conservation savings, provided that such assumptions could not have adverse impacts upon
the water supplies of any signatory water supplier. Furthermore, the signatories retain the
right to advocate any particular level of protection for the Bay/Delta Estuary, including levels
of freshwater flows, and do not necessarily agree on population projections for California.
This MOU is not intended to address any authority or obligation of the State Board to
establish freshwater flow protections or set water quality objectives for the Estuary, or to
address any authority of the Department of Water Resources or United States Bureau of
Reclamation.

-10 -
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5.2

5.3

5.4

Recommendations for Water Conservation. The signatories will make the following
recommendations to the State Board, Department of Water Resources or US Bureau of
Reclamation to support BMPs and the advancement of water conservation practices:

(@) That implementation of the BMP process set forth in this MOU represents a sufficient
long-term water conservation program by the signatory water suppliers, recognizing
that additional programs may be required during occasional water supply shortages;

(b) That the State Board should include a policy statement in the water rights
considerations of the Bay/Delta protection supporting the BMP process described in
this MOU and that the BMP process should be considered in any documents
prepared by the State Board pursuant to the California Environmental Quality Act as
part of the Bay/Delta proceedings.

(c) That the Department of Water Resources and Bureau of Reclamation consider an
agency’s implementation of the BMPs set for the in the MOU as evidence of good
faith efforts by the signatory agency to achieve water use efficiency and
conservation.

Letter to State or Federal Water Agencies. Within 30 days of signing this MOU, each
signatory will jointly or individually convey the principles set forth in Sections 5.1 and 5.2
above by sending a letter to the State Board, Department of Water Resources and/or
Bureau of Reclamation copied to the California Urban Water Conservation Council.

Withdrawal from MOU. If the State Board or EPA uses future urban water conservation
savings that are inconsistent with the use of BMPs as provided in this MOU, any signatory
shall have the right to withdraw from the MOU by providing written notice to the Council as
described in Section 7.4(a)(l) below.

SECTION 6. CALIFORNIA URBAN WATER CONSERVATION COUNCIL

6.1

6.2

Organization. The California Urban Water Conservation Council ("Council”) will be
comprised of all signatories to this MOU grouped according to the definition in Section 1.
The signatories agree to the necessary organization and duties of the Council as specified
in Exhibit 2 to this MOU. Within 30 days of the effective date of this MOU, the Council will
hold its first meeting.

BMP_Implementation Reports. The signatory water suppliers will submit standardized
reports every other year to the Council providing sufficient information to inform the Council
on the progress being made towards implementing the BMP process. The Council will make
annual reports to the State Board. An outline for the Council's annual report to the State
Board is attached as Exhibit 5 to this MOU.

SECTION 7. GENERAL PROVISIONS

7.1

Initial Term _of MOU. The initial term of this MOU shall be for a period of 10 years. This
initial term shall commence on September 1, 1991.

-11 -
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7.2

7.3

7.4

Signatories. Signatories shall consist of three groups: water suppliers, public advocacy
organizations and other interested groups, arranged according to the definition in Section
1.3. Such arrangement will be made by a Council membership committee comprised of
three representatives from the water suppliers' group and three representatives from the
public advocacy organizations' group.

Renewal of MOU. The MOU shall be automatically renewed after the initial term of 10
years on an annual basis as to all signatories unless a signatory withdraws as described
below in Section 7.4.

Withdrawal from MOU. Signatories to the MOU may withdraw from the MOU in three
separate ways as described in sections (a), (b) and 8 below.

@) Withdrawal prior to expiration of initial term. Before the expiration of the initial
term of 10 years, a signatory may withdraw by providing written notice to the Council
declaring its intent to withdraw. This written notice must include a substantiated
finding that one of the two provisions (i) or (ii) below applies:

(i) During the present Bay/Delta proceedings, the State Board or EPA used future
urban water conservation savings that are inconsistent with the use of BMPs as
provided in this MOU; OR

(i) After a period of 5 years from the commencement of the initial term of the MOU:

(1) Specific signatory water suppliers representing more than 10 percent of the
population included within the combined service areas of the signatory
water suppliers have failed to act in good faith pursuant to Section 4.4 of the
MOU; and

(2) The signatory wishing to withdraw has attached findings to its past two
annual reports to the Council beginning no earlier than the fourth annual
report identifying these same signatory water suppliers and giving evidence
based upon the information required to be submitted in the annual reports to
the Council to support the allegations of failure to act in good faith; and

(3) The State Board has failed to require conservation efforts by the specific
water suppliers adequate to satisfy the requirements of this MOU; and

(4) Discussions between the signatory wishing to withdraw and the specific
signatories named have failed to satisfy the objections of the signatory
wishing to withdraw.

After a signatory declares intent to withdraw under Section 7.4(a), the MOU shall remain in
effect as to that signatory for 180 days.

(b) Withdrawal after expiration of initial term. After the initial term of 10 years, any
signatory may declare its intent to withdraw from the MOU unconditionally by
providing written notice to the Council. After a signatory has declared its intent to

-12 -
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withdraw as provided in this section, the MOU will remain in effect as to that
signatory for 180 days.
(© Immediate withdrawal. Any signatory who does not sign a modification to the MOU

7.5

7.6

7.7

7.8

requiring a 2/3 vote as described in Exhibit 2 of this MOU may withdraw from the
MOU by providing written notice to the Council. The withdrawing signatory's duties
under this MOU will be terminated effective immediately upon providing such written
notice.

If a signatory withdraws from the MOU under any of the above methods, the MOU shall
remain in effect as to all other signatories.

Additional Parties. Additional parties may sign the MOU after September 1, 1991 by
providing written notice to and upon approval by the Council. Additional parties will be
assigned by the Council to one of the three signatory groups defined in Section 1.3 before
entry into the Council. All additional signatory water suppliers shall be subject to the
schedule of implementation provided in Exhibit 1.

Legal Authority. Nothing in this MOU is intended to give any signatory, agency, entity or
organization expansion of any existing authority. No organization formed pursuant to this
MOU has authority beyond that specified in this MOU.

Non-Contractual Agreement. This MOU is intended to embody general principles agreed
upon between and among the signatories and is not intended to create contractual
relationships, rights, obligations, duties or remedies in a court of law between or among the
signatories.

Modifications. The signatories agree that this writing constitutes the entire understanding
between and among the signatories. The general manager, chief executive officer or
executive director of each signatory or their designee shall have the authority to vote on any
modifications to this MOU and its exhibits. Any modifications to the MOU itself and to its
exhibits shall be made by the Council as described in Exhibit 2.

-13-
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EXHIBIT 1. BMP DEFINITIONS, SCHEDULES AND REQUIREMENTS

As Amended June 9, 2010

This Exhibit contains Best Management Practices (BMPs) that signatory water suppliers
commit to implementing. Suppliers’ water needs estimates will be adjusted to reflect
estimates of reliable savings from these BMPs. For some BMPs, no estimate of savings is
made.

It is recognized by all parties that a single implementation method for a BMP would not be
appropriate for all water suppliers. In fact, it is likely that in the future, water suppliers will
find new implementation methods even more effective than those described. Any
implementation method used should be at least as effective as the methods described
below.

The Council's 14 BMPs are now organized into five categories. Two categories, Utility
Operations and Education, are “Foundational BMPs”, because they are considered to be
essential water conservation activities by any utility and are adopted for implementation by
all signatories to the MOU as ongoing practices with no time limits. The remaining BMPs
are “Programmatic BMPs” and are organized into Residential, Commercial, Industrial, and
Institutional (ClIl), and Landscape categories. The minimal activities required of each
signatory are encompassed within each list, except for activities from which a utility is
exempt from completing under section 4.5 of the MOU and for which the utility has filed an
exemption with the Council.

BMP Naming Changes

Old BMP Number & Name New BMP category

1. Water Survey Programs for Single- | Programmatic: Residential
Family Residential and Multi-Family
Residential Customers

2. Residential Plumbing Retrofit Programmatic: Residential
3. System Water Audits, Leak Foundational: Utility Operations —
Detection and Repair Water Loss Control

4. Metering with Commodity Rates for | Foundational: Utility Operations —
All New Connections and Retrofit of Metering
Existing Connections

5. Large Landscape Conservation Programmatic: Landscape
Programs and Incentives

6. High-Efficiency Clothes Washing Programmatic: Residential
Machine Financial Incentive Programs

-14 -
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As Amended June 9, 2010
7. Public Information Programs Foundational: Education — Public
Information Programs
8. School Education Programs Foundational: Education —
School Education Programs
9. Conservation Programs for Programmatic: Commercial,
Commercial, Industrial, and Industrial, and Institutional

Institutional (Cll) Accounts

10. Wholesale Agency Assistance Foundational: Utility Operations —

Programs Operations

11. Retail Conservation Pricing Foundational: Utility Operations —
Pricing

12. Conservation Coordinator Foundational: Utility Operations —
Operations

13. Water Waste Prohibition Foundational: Utility Operations —
Operations

14. Residential ULFT Replacement Programmatic: Residential

Programs

Compliance with the BMP water savings goals can be accomplished in one of three ways
including: accomplishing the specific measures as listed in Section A of each BMP;
accomplishing a set of measures which achieves equal or greater water savings, referred
to in this document as the Flex Track Menu; and accomplishing set water savings goals as
measured in gallons per capita per day consumption.

A signatory may elect to adopt additional or alternative measures, in part or in any
combination, as described in the Flex Track Menus, provided that the demonstrated water
savings in the Flex Track Menu activities are equal to or greater than the water savings that
would be achieved by the BMP measures.

“Demonstrated water savings” represent unit water savings for individual BMP or Flex
Track Menu conservation technologies and activities as established by either: (a) a water
utility; (b) independent research studies; or (c) CUWCC- adopted savings as reviewed by
the Research and Evaluation Committee and approved by the Board of Directors.

Another alternative method to satisfying the BMP requirements is “GPCD (gallons per
capita per day) Compliance”. Agencies which choose a GPCD Compliance approach will
be counting overall water savings of the quantifiable measures from the BMP list or Flex
Track Menu plus additional savings achieved through implementation of the Foundational
BMPs. [The actual targets and methodology associated with the GPCD Compliance
approach will be adopted by the Council Plenary in accord with the MOU; and is intended
for adoption by the spring Plenary of 2009 but will be no later than the summer 2009

-15 -



EXHIBIT G
EXHIBIT 1

As Amended June 9, 2010

Plenary.] Savings goals and methodology will be updated in the MOU Compliance Policies
from time to time based upon data and studies.

The BMP definitions below are divided into the following sections:

Section A: Implementation

“Implementation” means achieving and maintaining the staffing, funding and, in
general, the priority levels necessary to achieve the level of water savings or activity
called for in the implementation section of each definition, and to satisfy the
commitment by the signatories to use good faith efforts to optimize savings from
implementing BMPs as described in Section 4.4 of the MOU.

Section B: Implementation Schedule

Signatory water suppliers will implement the Best Management Practices according
to the schedules in each definition. These schedules state the latest dates by which
implementation of BMPs must be underway. It is recognized that some signatories
are already implementing some BMPs and that these schedules do not prohibit
signatories from implementing BMPs sooner than required.

Section C: Coverage Requirements
This section specifies the minimum level of coverage required by the BMPs.

Section D: Requirements for Documenting BMP Implementation

Section D of each definition contains the minimum record keeping and reporting
requirements for agencies to document BMP and Flex Track Menu implementation
levels and efforts, and will be used to guide Council development of the BMP
implementation report forms and database.

Section E: Water Savings Assumptions

Section E of each definition contains the assumptions of reliable water savings to be
used in accordance with Sections 5.1 and 5.2 of the MOU. These will be updated
from time by the Research and Evaluation Committee and published in the MOU
Compliance Policy and BMP Guidebook.

Section F: Flex Track Option

This section is included in the Programmatic BMP definitions. The approach is
defined in this Exhibit, and the Menu is contained in the MOU Compliance Policy
and BMP Guidebook, where it can be updated from time to time with approval of the
Research and Evaluation Committee.

In this Exhibit, a measure is intended to be an individual activity and a practice is a set of
measures.
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FOUNDATIONAL BMPs

1. UTILITY OPERATIONS PROGRAMS As amended December 10, 2008

Water utilities throughout California are implementing water conservation programs and
providing services to the customers they serve. There are four subcategories that
comprise signatory utility operation program responsibilities.

1.1 OPERATIONS PRACTICES As amended December 10, 2008

This practice will outline several key actions that utilities shall take to better enable
conservation program implementation, to supplement conservation incentives with
regulations where appropriate, and to assist one another through the wholesaler-retailer
relationship.

A. Implementation

Implementation shall consist of at least the following actions:

1) Conservation Coordinator (formerly BMP 12)
Designate a person as the agency'’s responsible conservation coordinator for
program management, tracking, planning, and reporting on BMP
implementation.

2) Water waste prevention (formerly BMP 13)
a) New development
Enact, enforce, or support legislation, regulations, ordinances, or
terms of service that (1) prohibit water waste such as, but not limited
to: single- pass cooling systems; conveyer and in-bay vehicle wash
and commercial laundry systems which do not reuse water; non-
recirculating decorative water fountains and (2) address irrigation,
landscape, and industrial, commercial, and other design inefficiencies.

b) Existing users
Enact, enforce, or support legislation, regulations, ordinances, or
terms of service that prohibit water waste such as, but not limited to:
landscape and irrigation inefficiencies, commercial or industrial
inefficiencies, and other misuses of water.

c) Water shortage measures
Enact, enforce, or support legislation, regulations, ordinances, or
terms of service that facilitate implementation of water shortage
response measures.

3) Wholesale agency assistance programs (formerly BMP 10)
This section addresses assistance relationships between regional wholesale
agencies and intermediate wholesale agencies as well as between wholesale
agencies and retail agencies.
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Financial investments and building partnerships

When mutually agreeable and beneficial to a wholesaler and its retail
agencies, a wholesaler will provide financial assistance and help build
partnerships to accomplish conservation. Wholesale water suppliers
will consider avoided capital costs when making financial investments
and build regional partnerships to advance water conservation efforts
and effectiveness. Where applicable, intermediate wholesale water
suppliers that receive conservation-related financial incentives from
regional wholesalers will pass through eligible financial incentives to
retail agencies operating programs at the retail level.

Technical support

When requested, wholesale water agencies will provide conservation-
related technical support and information to retail agencies they serve.
Support and information will include, but will not be limited to:
workshops and support advice addressing conservation program
planning, design, implementation, and evaluation.

Program management

When mutually advantageous, wholesale and retail water agencies
will join together to plan, design, implement, manage, and evaluate
regional conservation programs.

When mutually agreeable and beneficial, the wholesale agency or
another lead regional agency will operate all or part of the
conservation program; if the wholesale agency or other lead regional
agency operates all or part of a program, then it may, by mutual
consent with the retail agency, assume responsibility for CUWCC
reporting for funded BMPs; under this arrangement, a wholesale
agency or other lead regional agency may aggregate all or portions of
the reporting and coverage requirements of all retail agencies joining
into the mutual consent.

Water shortage allocations

Wholesale agencies shall pursue water shortage allocation policies or
plans which minimize disincentives to long-term water conservation,
and encourage and reward investments in long-term conservation
shown to advance regional water supply reliability and sufficiency.

Non-signatory reporting

To the extent possible, wholesale water agencies will provide reports
on BMP implementation within their service area by retail water
agencies that are not signatories to the MOU.

Encourage CUWCC membership

Wholesale agencies will encourage all of their retail agencies to
become MOU signatories, provide information to assist the CUWCC
in recruitment targeting, and may assist in paying CUWCC dues for
their retail agencies.
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Implementation Schedule

Implementation shall commence no later than July 1 of the first year following the
latter of either: 1) the year the agency signed or became subject to the MOU, or
2) the year this Exhibit is amended.

Coverage Requirements

Coverage shall consist of:

1) Conservation Coordinator
Staff and maintain the position of trained conservation coordinator, or
equivalent consulting support, and provide that function with the
necessary resources to implement BMPs.

2) Water waste prevention
Water Agency shall do one or more of the following:
a. Enact and enforce an ordinance or establish terms of service that
prohibit water waste
b. Enact and enforce an ordinance or establish terms of service for water
efficient design in new development
c. Support legislation or regulations that prohibit water waste
d. Enact an ordinance or establish terms of service to facilitate
implementation of water shortage response measures
e. Support local ordinances that prohibit water waste
Support local ordinances that establish permits requirements for water
efficient design in new development.

-

3) Wholesale agency programs

a) Financial investments and building partnerships

When mutually agreeable and beneficial to a wholesaler and its retalil
agencies cost-effectiveness assessments, including avoided cost per acre-
foot, will be completed for each BMP the wholesale agency is potentially
obligated to support. The methodology used will conform to the Council
standards and procedures, and the information reported will be sufficient
to permit independent verification of the calculations and of any
exemptions claimed on the cost-effectiveness grounds.

b) Technical support
When requested provide technical support, incentives, staff or consultant
support, and equivalent resources to retail members to assist, or to otherwise
support, the implementation of BMPs.

c) Program management
When mutually agreeable and beneficial to a wholesaler and its retalil
agencies offer program management and BMP reporting assistance to
its retailers and the results of the offer will be documented. It is recognized
that wholesale agencies have limited control over retail agencies that they
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serve and must act in cooperation with those retail agencies on implementation
of BMPs. Thus, wholesale agencies cannot be held responsible for levels of
implementation by individual retailers in their wholesale service areas.

d) Water shortage allocation
Water shortage allocations plans or policies will encourage and reward
investments in long-term conservation.

e) Non-signatory reporting
Wholesale water agencies will report on non-signatory BMP
implementation, when possible.

4) Encourage CUWCC membership

Wholesale agencies will encourage CUWCC membership and offer
recruitment assistance.

Requirements for Documenting BMP Implementation

1) Conservation coordinator
Provide the contact information for the conservation coordinator, or
consultant assigned, and verification that the position is responsible  for
implementing the tasks identified in Section A.1).

2) Water waste prevention

Provide the following:

a) A description of, or electronic link to, any ordinances or terms of service
adopted by water agency to meet the requirements of this BMP.

b) A description of, or electronic link to, any ordinances or requirements
adopted by local jurisdictions or regulatory agencies with the water
agency’s service area.

c) A description of any water agency efforts to cooperate with other entities
in the adoption or enforcement of local requirement consistent with
this BMP.

d) A description of agency support positions with respect to adoption of
legislation or regulations consistent with this BMP.

3) Wholesale agency assistance programs
a) Financial investments and building partnerships
List the total monetary amount of financial incentives and equivalent
resources provided to retail members to assist with, or to otherwise
support, implementation of BMPs, subtotaled by BMP. List regional
partnerships developed to encourage resource conservation and
maximize economies of scale benefits.

b) Technical support
Supply a summary of types of technical support provided to retail
agencies.

c) Program management
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If the wholesale agency has assumed reporting responsibility, list the
programs managed on behalf of its retail agencies.

d) Water shortage allocation
If a water shortage allocation plan or policy has been developed, provide
the date of adoption and electronic link to the document or hardcopy.

e) Non-signatory reporting
Receipt of reports

4) Encourage CUWCC membership

List of efforts to recruit retailers and amount of dues paid on behalf of retalil
agencies.

Water Savings Assumptions

Not quantified. However, water savings may be realized in the following ways:

1) Wholesalers may use the Council’s Cost and Savings document to assess
the total amount of water savings achieved by each wholesaler-supported
BMP. Other statistically validated sources may be also used to demonstrate
water savings.

2) Water savings from enforcement of legislation and regulations will be
projections developed based on anticipated savings from device(s) applied
to the population subject to the regulation(s).

3) Water savings from implementation of water waste prevention measures.
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1.2 WATER LOSS CONTROL (formerly BMP 3) As amended September 16, 2009

The goals of modern water loss control methods include both an increase in water use
efficiency in the utility operations and proper economic valuation of water losses to

support water loss control activities. In May 2009 the American Water Works

Association (AWWA) published the 3rd Edition M36 Manual Water Audits and Loss

Control Programs. BMP 1.2 will incorporate these new water loss management

procedures and apply them in California. Agencies are expected to use the AWWA
Free Water Audit Software (“AWWA Software”) to complete their standard water audit

and water balance.

A. Implementation

Implementation shall consist of at least the following actions:

1) Standard Water Audit and Water Balance. All agencies shall quantify their
current volume of apparent and real water loss. Agencies shall complete the
standard water audit and balance using the AWWA Water Loss software to
determine their current volume of apparent and real water loss and the cost
impact of these losses on utility operations at no less than annual intervals.

2) Validation. Agencies may use up to four years to develop a validated data set
for all entries of their water audit and balance. Data validation shall follow the
methods suggested by the AWWA Software to improve the accuracy of the

guantities for real and apparent losses.

3) Economic Values. For purposes of this BMP, the economic value of real loss
recovery is based upon the agency’s avoided cost of water as calculated by
the Council’'s adopted Avoided Cost Model or other agency model consistent

with the Council’s Avoided Cost Model.

4) Component Analysis. A component analysis is required at least once every
four years and is defined as a means to analyze apparent and real losses
and their causes by quantity and type. The goal is to identify volumes of
water loss, the cause of the water loss and the value of the water loss for
each component. The component analysis model then provides information
needed to support the economic analysis and selection of intervention tools.
An example is the Breaks and Background Estimates Model (BABE) which

segregates leakage into three components: background losses,
leaks and unreported leaks.

reported

5) Interventions. Agencies shall reduce real losses to the extent cost-effective.
Agencies are encouraged to refer to the AWWA'’s 3" Edition M36 Publication,
Water Audits and Loss Control Programs (2009) for specific methods to

reduce system losses.

6) Customer Leaks. Agencies shall advise customers whenever it appears

possible that leaks exist on the customer’s side of the meter.
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Implementation Schedule

1) For agencies signing the MOU prior to December 31, 2008, implementation
shall commence no later than July 1, 2009.

a) July 1, 2009 through June 30, 2010 will be the first year of
implementation;

b) Agencies shall provide its first full BMP 1.2 report by December 1, 2010
for years 2008-2009 and 2009-2010;

2) Agencies signing the MOU after December 31, 2008, implementation shall
commence no later than July 1 of the year following the year the agency
signed the MOU.

a) Agencies shall provide a full BMP 1.2 report for the first reporting period
after implementation and for each reporting year thereafter.

3) A benchmark for the performance indicator in terms of water loss standards
will be determined after the first 4 years data collected based upon the data
reported by agencies. The performance indicator and benchmark; will be
voted upon by the Council by year 6 of this revision. Ongoing data collection
and data reporting requirements will be established as part of this process.

Coverage Requirements

1) Agencies to compile the standard water audit and balance annually using the
AWWA Software. Beginning in the 2" year of implementation agencies to test
source, import, and production meters annually.

2) Agencies shall improve the data accuracy and data completeness of the
standard water balance during the first four years of implementation.
Agencies shall achieve a Water Audit Data Validity score of 66 or higher
using the AWWA software no later than the end of the first four year period;
and shall achieve data validity Level IV no later than the end of the 5th year
of implementation. Estimations for data that are not directly measured should
be improved using the methods outlined by the AWWA.

3) Agencies shall seek training in the AWWA water audit method and
component analysis process (offered by CUWCC or AWWA) during the first
four years of BMP implementation. They shall complete a component
analysis of real losses by the end of the fourth year, and update this analysis
no less frequently than every four years.

4) Beginning in the fifth year of implementation, through the tenth year of
implementation, agencies shall demonstrate progress in water loss control
performance as measured by the AWWA software real loss performance
indicator "gallons per service connection per day;" "gallons per mile of mains
per day;" or other appropriate indicator by one of the following:
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a) Achieving a performance indicator score less than the agency's score the
previous yeatr;

b) Achieving a performance indicator score less than the average of the
agency's scores for the previous three years; or

c) Achieving a performance indicator score in the top quintile (20%) of all
signatory agencies reporting such performance indicator with a Data
Validity Level IV; or ;

d) Inyear 6 and beyond reducing real losses to or below the benchmark
value determined in the Council's process referenced in section B3.

5) Agencies shall repair all reported leaks and breaks to the extent cost
effective. By the end of the second year, agencies shall establish and
maintain a record-keeping system for the repair of reported leaks, including
time of report, leak location, type of leaking pipe segment or fitting, and leak
running time from report to repair. By the end of the fourth year, agencies
shall include estimated leakage volume from report to repair, and cost of
repair (including pavement restoration costs and paid-out damage claims, if
any).

6) Agencies shall locate and repair unreported leaks to the extent cost effective.

D. Requirements for Documenting BMP Implementation

1) Agency shall submit the completed AWWA Standard Water Audit and Water
Balance worksheets in the BMP 1.2 report form every reporting period.

2) For each reporting period, agency shall keep and make available validation
for any data reported.

3) Agency shall maintain in-house records of audit results, methodologies, and
worksheets for each completed audit period.

4) Agency keeps records of each component analysis performed, and
incorporates results into future annual standard water balances.

5) Agency, for the purpose of setting the Benchmark:

a) keeps records of intervention(s) performed, including standardized reports
on leak repairs, the economic value assigned to apparent losses and to
real losses, miles of system surveyed for leaks, pressure reduction
undertaken for loss reduction, infrastructure rehabilitation and renewal,
volumes of water saved, and costs of intervention(s); and

b) prepares a yearly summary of this information for submission to the

Council, during years two through five of implementation, unless extended
by the Council.

E. Water Savings Assumptions

To Be Determined
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1.3 METERING WITH COMMODITY RATES FOR ALL NEW CONNECTIONS
AND RETROFIT OF EXISTING CONNECTIONS
(formerlyBMP 4) As Amended March 14, 2007

A. Implementation

For consistency with California Water Code (Section 525b), this BMP refers to
potable water systems. A water meter is defined as a devise that measures the
actual volume of water delivered to an account in conformance with the
guidelines of the American Water Works Association. Implementation shall
consist of at least the following actions:

1) Require meters for all new service connections.
2) Establish a program for retrofitting existing unmetered service connections.
3) Read meters and bill customers by volume of use.

a) Establish and maintain billing intervals that are no greater than bi-monthly
(every two months) for all customers.

b) For each metered connection, perform at least five actual meter readings
(including remotely sensed) per twelve month period.

4) Prepare a written plan, policy or program that includes:

a) A census of all meters, by size, type, year installed, customer class
served and manufacturer’s warranty accuracy when new;

b) A currently approved schedule of meter testing and repair, by size, type
and customer class;

c) A currently approved schedule of meter replacement, by size, type, and
customer class; and

5) Identifying intra- and inter-agency disincentives or barriers to retrofitting
mixed use commercial accounts with dedicated landscape meters, and
conducting a feasibility study(s) to assess the merits of a program to provide
incentives to switch mixed use accounts to dedicated landscape meters.
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Implementation Schedule

1) Agencies signing the MOU prior to December 31, 1997, shall:

a) Initiate volumetric billing for all metered customers no later than July 1,
2008; and

b) Complete meter installation for all connections no later than July 1, 2009.
2) Agencies signing the MOU after December 31, 1997, shall:

a) Initiate volumetric billing for all metered customers no later than July 1,
2008 or within one year of signing the MOU if later than July 1, 2008; and

b) Complete meter installation for all service connections no later than July
1, 2012 or within six years of signing MOU, but in no case later than one
year prior to the requirements of state law.

3) For unmetered service areas newly acquired or newly operated by otherwise
metered agencies, meter installation shall be completed in these service
areas within six years of the acquisition or operational agreement.

4) A feasibility study examining incentive programs to move landscape water
uses on mixed-use meters to dedicated landscape meters to be completed by
the end of Year Four following the date implementation was to commence.

5) A written plan, policy or program to test, repair and replace meters [see
Section A(4) above] shall be completed and submitted electronically by July
1, 2008 or within one year of signing the MOU if later than July 1, 2008,
whichever is later.

Coverage Reguirements

100% of existing unmetered accounts to be metered and billed by volume of use
within above specified time periods. Service lines dedicated to fire suppression
systems are exempt from this requirement.

Requirements for Documenting BMP Implementation

1) Confirmation that all new service connections are metered and are being
billed by volume of use and provide:

a) Number of metered accounts;
b) Number of metered accounts read;

¢) Number of metered accounts billed by volume of use;
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d) Frequency of billing (i.e. six or twelve times per year) by type of metered
customer (e.g. single family residential, multiple family residential,
commercial, industrial, and landscape irrigation); and

e) Number of estimated bills per year by type of metered customer (e.g.
single family residential, multiple family residential, commercial, industrial,
and landscape irrigation) vs. actual meter readings.

2) Number of unmetered accounts in the service area. For the purposes of
evaluation, this shall be defined as the baseline meter retrofit target, and shall
be used to calculate the agency’s minimum annual retrofit requirement.

3) Number of unmetered service connections retrofitted during the reporting
period.

4) Estimated number of Cll accounts with mixed-use meters.

5) Number of CIl accounts with mixed-use meters retrofitted with dedicated
irrigation meters during reporting period.

Criteria to Determine BMP Implementation Status

1) Agency with existing unmetered service connections has completed a
meter retrofit plan by the end of Year Two following the date implementation
was to commence.

2) Agency has completed a feasibility study examining incentive programs to
move landscape water uses on mixed-use meters to dedicated landscape
meters by the end of Year Two following the date implementation was to
commence.

3) Agency with existing unmetered service connections is on track to meter
these connections during the schedule shown in Section B. An agency will
be considered on track if the percent of unmetered accounts retrofitted with
meters equals or exceeds the following:

Target Dates for “On Track” Compliance with BMP 4
Percent of unmetered accounts | Agency signed the MOU prior to
retrofitted December 31, 1997
10 percent December 31. 2000
24 percent December 31, 2002
42 percent December 31, 2004
64 percent December 31, 2006
90 percent December 31, 2008
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100 percent

July 1, 2009

Target Dates for “On Track” Compliance with BMP 4

Percent of unmetered accounts
retrofitted

All agencies sighing the MOU

after 1997

20 percent December 31, 2004
40 percent December 31, 2006
60 percent December 31, 2008
80 percent December 31, 2010

100 percent

July 1, 2012

4) Agency bills metered customers at least as often as bimonthly within four

years.

5) Agency reads meters and bills metered customers using volumetric rates.

6) Agency has completed a written plan, policy or program to test, repair and

replace meters.

Water Savings Assumptions

Assume meter retrofits and volumetric rates combined will result in a 20%
reduction in demand for retrofitted accounts.

Commitment to Further Review

Within three years from the date this BMP revision is adopted, the CUWCC will
complete an evaluation of the potential water use efficiency impacts and cost-

effectiveness of the following for consideration as future BMP revision(s):

1) Criteria for meter testing, repair, replacement and accuracy;

2) Transition to installing automated meter reading (AMR) technologies; and

3) Transition to monthly billing schedules for all accounts.
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1.4 RETAIL CONSERVATION PRICING (formerly BMP 11)
As Amended June 13, 2007

Part | - Retail Water Service Rates

A. Implementation

BMP 11 promotes water conserving retail water rate structures. BMP 11
recognizes that each agency or water enterprise fund has a unique rate setting
system and history. When creating a rate case, professional judgments are
made to determine whether costs are accounted to a variable or fixed cost center
by the staff of the agency. The final water rate case is an accumulation of all the
decisions and judgments made by staff and supplemented by the financial
projections leading an agency to establish its final water rate recommendation.
BMP 11 is not intended to supplant this process, but rather to reinforce the need
for Water Agencies to establish a strong nexus between volume-related system
costs and volumetric commodity rates.

In Bighorn-Desert View Water Agency v. Virjil the California Supreme Court
applied Proposition 218's* provisions embodied in Articles Xl C and D of the
California Constitution to ongoing water service. In addition, Article Xl D,
Section 6 imposes procedural and substantive requirements on new or increased
fees or charges for on-going water service. The Council considers the
conservation principles of BMP 11 to be compatible with the cost of service
requirements of Proposition 218. However, should a case arise in which a Water
Agency'’s good faith efforts were unable to meet BMP 11's requirements due to
legal constraints (e.g. Proposition 218), this would be grounds for exemption, as
specified in MOU Section 4.5.

Definition: Conservation pricing provides economic incentives (a price signal) to
customers to use water efficiently. Because conservation pricing requires a
volumetric rate, metered water service is a necessary condition of conservation
pricing. Unmetered water service is inconsistent with the definition of
conservation pricing.

Conservation pricing requires volumetric rate(s). While this BMP defines a
minimum percentage of water sales revenue from volumetric rates, the goal of
this BMP is to recover the maximum amount of water sales revenue from
volumetric rates that is consistent with utility costs (which may include utility long-
run marginal costs), financial stability, revenue sufficiency, and customer equity.
In addition to volumetric rate(s), conservation pricing may also include one or
more of the following other charges:

1) Service connection charges designed to recover the separable costs of
adding new customers to the water distribution system.

* Proposition 218 was approved by California voters in November 1996.
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2) Monthly or bimonthly meter/service charges to recover costs unrelated to the
volume of water delivered or new service connections and to ensure system
revenue sufficiency.

3) Special rates and charges for temporary service, fire protection service, and
other irregular services provided by the utility.

The following volumetric rate designs are potentially consistent with the above
definition:

1) Uniform rate in which the volumetric rate is constant regardless of the
guantity consumed.

2) Seasonal rates in which the volumetric rate reflects seasonal variation in
water delivery costs.

3) Tiered rates in which the volumetric rate increases as the quantity used
increases.

4) Allocation-based rates in which the consumption tiers and respective
volumetric rates are based on water use norms and water delivery costs
established by the utility.

Adequacy of Volumetric Rate(s): A retail agency’s volumetric rate(s) shall be
deemed sufficiently consistent with the definition of conservation pricing when it
satisfies at least one of the following two options.

Option 1. Let V stand for the total annual revenue from the volumetric rate(s)
and M stand for total annual revenue from customer meter/service (fixed)
charges, then:

\%

V+M

> 70%

This calculation shall only include utility revenues from volumetric rates and
monthly or bimonthly meter/service charges. It shall not include utility revenues
from new service connection charges; revenue from special rates and charges
for temporary service, fire protection, or other irregular services; revenue from
grants or contributions from external sources in aid of construction or program
implementation; or revenue from property or other utility taxes.

Option 2: Use the rate design model included with the Municipal Water and
Wastewater Rate Manual published by the Canadian Water & Wastewater
Association with the signatory’s water system and cost information to calculate
V', the uniform volume rate based on the signatory’s long-run incremental cost of
service, and M’, the associated meter charge. [Let HCF be annual water delivery
(in hundred cubic feet).] A signatory’s volumetric rate(s) shall be deemed
sufficiently consistent with the definition of conservation pricing if:

\% V’
>
V+M — V' + M
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The rate design model can be downloaded at
http://www.cuwcc.org/resource-center/technical-resources/bmp-tools.aspx.

This calculation shall only include utility revenues from volumetric rates and
monthly or bimonthly meter/service charges. It shall not include utility revenues
from new service connection charges; revenue from special rates and charges
for temporary service, fire protection, or other irregular services; revenue from
grants or contributions from external sources in aid of construction or program
implementation; or revenue from property or other utility taxes.

Exemptions and At Least As Effective As

The exemption provisions in MOU Section 4.5 apply to BMP 11 in the same way
they apply to other BMPs. Water supplier signatories meeting at least one of the
three exemption conditions in MOU Section 4.5 may submit an exemption to the
Council per the requirements of the MOU.

Water supplier signatories may pursue an “At Least As Effective As”
implementation of BMP 11 per the Preamble to Exhibit 1 of the MOU. Water
supplier signatories adopting an “At Least As Effective As” implementation of
BMP 11 may adopt rates that do not meet the requirements of either Option 1 or
Option 2 described in Section A provided the resulting water savings are at least
as effective as those options.

BMP Refinement

Within five years of the adoption of this BMP revision, the Council shall
reconvene the BMP 11 Revision PAC to 1) assess rate of compliance with the
revised BMP, 2) identify barriers to implementation, 3) assess its compatibility
with Proposition 218 requirements, 4) initiate a water savings assessment
appropriate to the data and project resources available to the Council, and 5)
develop further refinements as needed to improve the BMP's effectiveness.

B. Implementation Schedule

Agencies with fully metered service areas

1) Agencies signing the MOU prior to June 13, 2007, implementation shall
commence no later than July 1, 2007.

2) Agencies signing the MOU after June 13, 2007, implementation shall
commence no later than July 1 of the year following the year the Agency
signed the MOU.

Agencies with partially metered service areas’

1 Agencies following this schedule must be on the Council’s list of Agencies with partially metered service
areas.
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1) Agencies signing the MOU prior to December 31, 1997, implementation shall
commence no later than July 1, 2010. [One year after Agency is to complete
meter installation per BMP 4.]

2) Agencies signing the MOU after December 31, 1997, implementation shall
commence no later than July 1, 2013, or within seven years of signing the
MOU, but in no case later than the metering deadline specified by state law.
[One year after Agency is to complete meter installation per BMP 4.]

C. Coverage Requirements

Agency shall maintain a rate structure that satisfies at least one of the options
specified in Section A. Conformance to Option 1 or Option 2 will first be
assessed using the revenue from the most recent year. If the most recent year
does not satisfy the option, the average revenue from the three (3) most recent
years will be used.

D. Requirements for Documenting BMP Implementation

1) Report the rate structure in effect for each customer class for the reporting
period.

2) Report the annual revenue derived from volume charges for each retail
customer class, as defined in Section A.?

3) Report the annual revenue derived from monthly or bimonthly meter/service
charges for each retail customer class, as defined in Section A.

4) If agency does not comply with Option 1 in Section A, report v’ and m’ as
determined by the Canadian Water & Wastewater Association rate design
model described in Section A.

5) If agency does not comply with Option 1 in Section A, submit to the Council

the completed Canadian Water & Wastewater Association rate design model
described in Section A.

E. Criteria to Determine BMP Implementation Status

An agency shall be incompliance with BMP 11 provided the following is true for
the Agency'’s total revenue from all retail customer classes within four years after
[date of revision]:

For Option 1: V > 70% x 1.00

For Option 2: V>V’ x 1.00

2 Note: Compliance with BMP 11 will be determined based on the Agency’s total revenue from all retail
customer classes.
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YEARS AFTER | FOR OPTION 1 | FOR OPTION 2
START YEAR
1 V>70%x0.70 | V>V x0.70
2 V>70%x0.80 | V>V x0.80
3 V>70%x0.90 | V>V x0.90
4 V>70%x1.00 | V>V x1.00

The following schedule is intended to guide agencies in implementing this
revision in phases:

An agency shall not be required to increase the volumetric component of the rate
structure by more than 10% in any single year until the full implementation is
achieved.

Water Savings Assumptions

Not quantified.

Part Il — Retail Wastewater Rates

A.

Implementation

This section applies to Water Agencies that provide retail sewer service. Water
Agencies that do not provide retail sewer service shall make good faith efforts to
work with sewer agencies so that those sewer agencies adopt conservation
pricing for sewer service.

Conservation pricing of sewer service provides incentives to reduce average or
peak use, or both. Such pricing includes: rates designed to recover the cost of
providing service, and billing for sewer service based on metered water use.
Conservation pricing of sewer service is also characterized by one or more of the
following components: rates in which the unit rate is the same across all units of
service (uniform rates); rates in which the unit rate increases as the quantity of
units purchased increases (increasing block rates); rates in which the unit rate is
based upon the long-run marginal cost or the cost of adding the next unit of
capacity to the sewer system. Rates that charge customers a fixed amount per
billing cycle for sewer service regardless of the units of service consumed do not
satisfy the definition of conservation pricing of sewer service. Rates in which the
typical bill is determined by high fixed charges and low commodity charges also
do not satisfy the definition of conservation pricing of sewer service.
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Implementation Schedule

1) Agencies signing the MOU prior to December 31, 1997, implementation shall
commence no later than July 1, 1998.

2) Agencies signing the MOU or becoming subject to the MOU after December

31, 1997, implementation shall commence no later than July 1 of the first year
following the year the agency signed or became subject to the MOU.

Coverage Requirements

Agency shall maintain rate structure for sewer service consistent with definition of
conservation pricing for sewer service in Part I, Section in A.

Requirements for Documenting BMP Implementation

1) Report annual revenue requirement for sewer service by customer class for
the reporting period.

2) Report annual revenue for sewer service from commodity charges by
customer class for the reporting period.

3) Report rate structure by customer class for sewer service.

Criteria to Determine BMP Implementation Status

Agency rate design for sewer service shall be consistent with definition of
conservation pricing for sewer service in Section A.

Water Savings Assumptions

Not quantified.
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2. EDUCATION PROGRAMS As amended December 10, 2008

California water agencies have played a major role in stressing the need for their
customers to conserve water through both public information and school education
programs. The specifics of how these programs are to be implemented are detailed
below.

2.1 PUBLIC INFORMATION PROGRAMS (formerly BMP 7)

This section addresses opportunities to use public information programs as an effective
tool to inform customers about the need for water conservation and ways they can
conserve, and to influence customer behavior to conserve.

A. Implementation

Implement a public information program to promote water conservation and
water conservation-related benefits. Implementation shall consist of at least the
following actions:

1) The program should include, when possible, but is not limited to, providing
speakers to employees, community groups and the media; using paid and
public service advertising; using bill inserts; providing information on
customers’ bills showing use for the last billing period compared to the
same period the year before; providing public information to promote water
conservation measures; and coordinating with other government agencies,
industry  groups, public interest groups, and the media.

2) The program should include, when possible, social marketing elements
which are designed to change attitudes to influence behavior. This includes
seeking input from the public to shape the water conservation message;
training stakeholders outside the utility staff in water conservation priorities
and techniques; and developing partnerships with stakeholders who carry
the conservation message to their target markets.

3) When mutually agreeable and beneficial, the wholesale agency or another
lead regional agency may operate all or part of the public information
program. If the wholesale agency operates the entire program, then it may,
by mutual consent with the retail agency, assume responsibility for CUWCC
reporting for this BMP. Under this arrangement, a wholesale agency may
aggregate all or portions of the reporting and coverage requirements of the
retail agencies joining into the mutual consent.

B. Implementation Schedule

Implementation shall commence no later than July 1 of the first year following the
latter of either: 1) the year the agency signed or became subject to the MOU, or
2) the year this Exhibit is amended.
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Coverage Reguirements

Agencies shall maintain an active public information program to promote and
educate customers about water conservation.

At minimum a public information program shall consist of the following
components:

1) Contacts with the public (minimum = 4 times per year, i.e., at least quarterly).

2) Water supplier contacts with media (minimum = 4 times per year, i.e., at least
quarterly).

3) An actively maintained website that is updated regularly (minimum = 4 times
per year, i.e., at least quarterly).

4) Description of materials used to meet minimum requirement.

5) Annual budget for public outreach program.

6) Description of all other outreach programs (List follows in Section D).

Requirements for Documenting BMP Implementation

Agencies may report on all of the following activities, although agencies are only
expected to meet the minimum requirements in section C. Coverage
Requirements.

Public Information Programs List

1) Newsletter articles on conservation

2)  Flyers and/or brochures (total copies), bill stuffers, messages printed on bill,
information packets

3) Landscape water conservation media campaigns

4)  General water conservation information

5)  Website

6) Email messages

7) Website - provide link to or list of qualified landscape professionals
(WaterSense, California Landscape Contractors Association, Irrigation
Association, etc.) and other helpful sites

8) Direct mail - seasonal postcards noting irrigation requirement changes

9) Direct mail or other notification to customer if water use is significantly
higher than neighbors with similarly-sized lots

10) Customer notification when neighbor reports runoff or runoff is noticed by
employees or meter reads show rise in use of 20% or more from same time
previous year

11) Dedicated phone line or “on hold” messages with recorded conservation
information

12) Booths at local fairs/events

13) Monthly water use reports provided with comparison of water use to water
budget

14) Presentations

15) Point of purchase pieces, including internet point of purchase by type: high
efficiency clothes washers, weather based irrigation controller, high
efficiency toilets, plant palette information, other.
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16) Media outreach: news releases, editorial board visits, written editorials,
newspaper contacts, television contacts, radio contacts, articles or stories
resulting from outreach. Provide names of local media markets: newspaper,
TV stations, radio stations reached via media outreach program during the
reporting period

17) Adult Education/Training Programs: Topic(s)
number of presentations, number of attendees

18) Water Conservation Gardens: involvement in a garden that promotes and
educates the public about water-efficient landscaping and conservation
techniques. May include “Corporate” or “business” sponsorship or
membership.

19) Sponsor or co-sponsor landscape workshops/training for homeowners
and/or homeowners associations: number of presentations; number in
attendance

20) Landscape watering calculator and watering index to assist with weekly
irrigation scheduling

21) Additional program(s) supported by agency but not mentioned above

22) Total reporting period budget expenditure for public outreach/training/adult
education programs (include all agency costs)

Social Marketing Programs List

Developing the Conservation Message:

1) Does your agency have a water conservation "brand,” “theme” or mascot: If
so briefly describe:

2) Have you sponsored or participated in market research to refine your
message? If so topic: Message of above
brand? Mission Statement?

3) Do you have a community conservation committee?
If yes, its focus is on:

a. Conservation in general;

b. Landscape;

c. Education;

d. Commercial/industrial/institutional;
e. Other:

4)  Training for stakeholders who help support programs or educate others
about conservation:
a. Professional landscapers: number of sessions/classes; number of
attendees: on irrigation equipment; other
b. Plumbers: number of sessions/classes; number of attendees
C. Homeowners: number of sessions/classes; number of attendees:
on irrigation equipment; other

5)  Additional program(s) supported by agency but not mentioned above.

6) Total reporting period budget expenditure for social marketing programs
(include all agency costs)

Partnering programs:
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