WASHINGTON UTILITIES AND TRANSPORTATION COMMISSION STAFF
RESPONSE TO BENCH REQUEST

DATE PREPARED: June 26, 2018 WITNESS: Rachel Stark
DOCKET: UW-170924 RESPONDER: Rachel Stark
REQUESTER: Bench TELEPHONE: (360) 664-1166

BENCH REQUEST NO. 1:

Please provide a copy of each and every MOU between the Commission and DOH
regarding water quality and service regulation.

RESPONSE: The 1995 and 2008 MOUSs are attached hereto as Attachments A and B.
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MEMORANDUM OF UNDERSTANDING -
| ‘Novémber 22, 1995 |
| .Bei;We"en the =
: _Wash-ington Departpi_ent of Health
' and the -

~ Washington Utilities and 'I‘ransp;irtation Commission .

gt s Related tethe
co ORDBJATION OF THE DEPAR'I‘IVIENT OF HEALTH'S DRINK]NG WATER PROGRAM
AND THE UTILITIES AND TRANS N COMMISSION‘S WATER PROGRAM
e ; tor the
STATE OF WASI-DNGTON
L 5 VT SEVRCH YL P TR N € SPORAN v FURN 1]
TABLE OF CONTENTS , ‘ _
.’N"’\ . L ) S B . 3 ) i o rinb)
g . AUTHORITY . . © ..
L PURPOSEAND SCOPE -0 " .0 "7 “7i0 L
1l.. DEFINITIONS - i o B, m w

"I - GENERAL ROLES AND RESPONSIBEITIES' i
IV.  PROCEDURAL AGREEMENTS AN T g
i W _MOUREVIEW/UPDATE : B

b L) P i W y ;’:l}":

ThlS Memorandum of Understandmg (MOU) is made. and entered into- by and between the

) Washmgton Department. of Health (DOH)-and - the Washmgton Utilities and’ Transportatxon o

' Cozﬁnuésnon {U‘f‘C) pursua.nt to the authontles granted them by- statute L

B UTC, through the i mvestor~owned uuhty water program regu!ates in the publtc interest, as provided
« . . by the public service laws, the rates, services, facilities, and practices of jurisdictional water
' compames supplying water serwce to the publxc for compensatxon (Title-80 RCW) o
: el -~
‘ 'DOH, through the Dmlkmg Water Progmm, protects the public health by assuring safe (quahty) and :
: rehable (quanuty) dnnkmg water (Tltle 70 RCW and Chapter 43:20 RCW) "5
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PURPOSEANDSCOPE.~ - .. . -~ . .. ..

L

This MOU 1) identifies authorities, roles and responsibilities for each agency and »eét‘a'l')jishe_s‘é' )

framework to better manage them through enhanced coordination and comimunication and 2)

* provides for clear lines of communication with DOH, UTC, Regulated Investor Owned Utilities and

 their customers.

IL  DEFINITIONS

"Water System Plan" (WSP) is a comprehenéive planning decument that identifies presenf and future
‘needs of a water system, including a financial prograim to meet those needs. DOH is the lead agency

- for reviewing and approving WSPs for all public water systems rqciu,ired.to submit a WSP for review

-and approval (WAC 246-290-100). o _
o "Régijlzitqd Investor Otwned. Utility" (RIOU) s any privately-owned water company regulated by
" the UTC. - : o a o _ - :

© IOL  GENERAL ROLES AND RESPONSIBILITIES = e s

‘Department of Health ' : -
e Water system design and construction
" Water System Plan review and approval - '
+ " Project Plan review and approval S ol L e
. ~Source water quality and quantity ST UL
. Monitoring -~ v T
. Operation and maintenanc
. Planning : )

«’ - Customer complaints -direct follow up regarding quahty, quaritity, and health issues ‘

. In'speq{ions
- Utilities and Transportation ‘Comnlission . i Loy
« .- Custoimer complaints - 'di_r"e‘c’; follow up "r’eg_arding rates, sgrvxce, and mé’gz;_‘ége;fgielnt :
*  Audits nonmunicipal water systems as referred by DOH purstant to R
- RCW'0.04.110(4) = | S
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'PROCEDURAL AGREEMENTS
- Water System Plans R el

“DOH 're@i?q’s_ the WSP and forwards a copy to UTC for review.

.DOH will require:-WSPs to contain a statement from the submitting Professional
Engineer that, in the engineer's opinio

n, “the proposed projects in-the WSP are
prudent and cost effective alternatives, ‘ o e

DOH is responsible for approving WSPs, -

UTC will review theﬁqa.‘ncial-portion of the WSP.

 UTC staff will, within 30 days of receipt, provide wﬁti;envcomments to DOH onthe
-submitting RIOU's financial viability and its WSP feasibility. : .
- DOH and UTC will develop financial viability and feagibility criteria, including the

appropriate level of review.

Plfojei:t-RevieWs

DOH tivill're(jui.re,:Pfrofessional ‘Engineeérs to - ‘provide :a statement that, in the .

engineer's opinion, the proposed projects are prudent and cost effective alternatives. .

DOH is responsible for approving project repotts. - RENCIR P

i UTC:staff,-when analyzing RIOU rate filings, 'will acoept, for rate making purposes, - .

ith projects approved by DOH that are idéntified ina
proved projects for companiés with an approved WSP

-F et

dexelopment schedule.

Audit Pm’ceﬁhreé fb;‘Ndﬁinutiicip'al"Wﬁter'Syétéxﬁé L e

- DOHand UICA%éree' to first define the purpose and- objectives of ordering an audit:
. ‘Ownership or identification of systern(s)- - T I

- Deterrminé financlal viability, as défined byDOH .
© UTCjurdsdiction - -~ v suomE s L. e

Public disclosufe 6f management ard findncial condlitions.

*. . Determine jointly with UTC staff, before issﬁing--an order, that a system has

a problem that a UTC audit would'be lislpful to résolve.

« - Send a'letter of réquest to UTC stating the purpose of the request a.nd

- identifying.the information needed; iricluding. the level of detail required.
*  .Take dppropriate follow up action; e.g., issuie order to thie system or hold a
public meeting, : L : § .
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Consult with DOH staff regardmg the value and purpose of the audrt assrst
DOH in identifying and defining the mformatron needed, including the Tevel
of detail required; and, agree on an appropriate time frame for completion.
Conduct audit and submit results to DOH within-the agreed time frame,

As requested by DOI-I, partrclpate in pubhc meetings, if DOH schedules or
legal proceedings if requrred _

Rate ProceedmgS'Before the UTC ‘

DOHRole
' : -DOH will, as requested by UTC, advise UTC of the current status. of the '

company, including ccmph;mce with DOH requirements, permit category,. -

customer - complamts (recerved resolved, and outstandmg) quality, and -

ot -

adequacy of quantity.

DOH will independently determine whether or not it will testify at UTC .

Open Meetings and formal case hearings regarding DOH issués.

DOH personnel will, as requested by UTC or on its own volition, testlfy at. -
_ UTC Open Meetmgs and formal case heanngs regardmg DOH i issues. -

UTC staffwill accept, f'or rate. rhafctng perlﬁeses :ai)pr.opnate costs assoeiated

- with projects approved by DOH -that are identified in a current approved

. WSP or approved pro;ects for companies . with an approved WSP

- development schedule.
Unless otherwise advised by legal counsel, UTC’ staﬁ' wril not recommeud .

the Commission approve rate filings if DOH advises UTC the company is in

* violation of relevant sfatutes, rulés, and régulations administered by DOH,
“unless the company is complymg w;th agreements or, orders to brmg it into -
= comphance :

UTGC will confer thh D@I—I te deterrmne whether or not DOH has cohcerns

regarding the water company which should be presented to the Commrssten_-

R for consideration in conjunctlon wrth the: -rate filing.

Customer Complalnts :

Purpose of agreement is to provrde a srmple process for customers to register

© a complaint -and be:assured of follow up. DOH and UTC agree to work .

- together to classify specific complairits and develop appropriate processes

and . procedures for. referrmg complamts to the ether agency and respondmg

tor mf‘ormatlon requests.
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Page 5 of 6
DOH Role o S o g Fur S
. Ifa complaint concerns water quality, water quantity, or a health issue, DOH
will follow up. complaint by letter to RIOU owner. The lefter will address
-complaint, suggest corrective action and require RIOU to inform DOH of
corrective actions taken, R o AR T '
* . Complaints concening rates or service will be forwarded to UTC, "
* . DOH will provide UTC information on individual complaints and summary
; - data (received, resolved, and outstanding) on request. ' '
UTC Role : : _ L :
- -+ Ifcomplaint concerns rates or service, UTC will investigate and resolve. Ag -

- F) Legislative Communications

.

ATTACHMENT A
to Staff's.Response to Bench Request No. 1

a part of the informal complaint investigation, UTC will require RIOUS to
- inform UTC of corrective actions taken. = _ I
. Complaints concerning water quality, water quantity, of health issues will be
' forwarded to DOH for processing. T g e S -

.+ 'UTC will provide DOH information on individual complaints and surmmary

data (received, resolved, and outstanding) on request.

s .. . UTC may process informal complaints concerning water. quality,  water

quantity, or health issues pursuant to WAC 480-09-150, and will so advise
pou . ) _ S .

. UTC will conduct.fonﬁaj hearings as éﬁpropﬁate and UTC staff will consult '

with DOH in assessing formal complairits regarding the puiity, quality,

volume, and pressure of water pursuant to RCWs 80.04. ITIO, 80.28.030, or

" 80.28.040.

"UTC .and DOH shall each designate a person to, track legislative issues. . The

designated persons shall keep each other informed regarding legislative and policy

- issues affecting drinking water regulation.

V. ' MOU OVERSIGHT. REVIEW, AND UPDATE

" DOH and UTC sup.er\)iso_rs will discuss development of :proceésgs and procedures .

o ~monthly, until completed. -~ - -

DOH and UTC supervisors will discuss implementation, maintenance, improvemerit

- -of procésses and procedures quarterly.

DOH and UTC signatories agree to discuss MOU development, implementation, and
effectiveness every six months. . . o o
'DOH and UTC agree to review this MOU on an annual basis and update. as
necessary.’ L _ . 3 ‘ '
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ATTACHMENT A
- to Staff's Response to Bench Request No. 1
‘ " ag -Page 6 0f6 . '

" "VI. GOOD FAITH

DOH and UTC agree" to as_'sum:e' ébb&-fai_th of’t-he othér_ party as d general pfinéiple; to nbti@ the

* gther party if any problems arise and work together to resolve those issues; and, through improved

- coordination and communication, demonstrate effective interagency cooperation and frust.

‘ ’Thé'iziidersig.ned, on behalf of t_ligai; respective agencies, hereby execute this Memorandum of
Understanding, which becomes effective when signed by both parties. . . ' ‘

~ "For thie Waéhi‘ngtbn _Depart.mgnt;_ of Health: _ B

M L .- Date: -f/.z'a_/s‘;r- ;

B. David Clark _.
_ Director, D_ripking Water Program -

. For the Washington Utilities ‘a‘ﬂd‘.;I?;r:ansplortatioﬁ.(ftmmaissibn:

Ste?é McLellan
Exc;cqtive'Sgcrctary

X 1A ’r{&,j(e__ - : . Date: . ' 2 fogs
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STATE OF WASHINGTON
DEPARTMENT OF HEALTH

- 107 lsrae/ Road S.E, | PO Box 47905 t. Olympia, Washington 98504-7905
Tel: (360) 236-3900 1" FAX: (360) 586-2655 1> TDD Relay Service: 1-800-833-6388

February 4, 2009

WASH UTILITIES AND TRANSPORTATION COMMISSION
ATTN: DAVID W. DANNER

PO BOX 47250 :

OLYMPIA, WA 98504

RE: DOH CONTRAGT #N17520 . g

Enclosed is one fully executed copy of the above-referenced confract with the State of Washington,

Department of Health, for your permanent file.

- Any que'stions should be sent to the DOH Program Manager: Kristin B

i
Sent by: DOH Office of Contracts Management %o CO'UM < D Vl
P.O. Box 47905 | (.g oY 230 — 3l (e

. Olympia, Washington 98504-7905 .
' oPW  Fingunee M%r

Enclosures

co:! Kristin Béttrlglger
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MEMORANDUM OF UNDERSTANDING
January 2008
Between the Wasﬁington Department of Health (DOH)

and the Washington Utilities and Transportatidn Commission (UTC)

Re]ated to the ) }
COORDINATION OF THE DEPARTMENT OF HEALTH’S OFFICE OF DR[NKING
. WATER PROGRAM
AND THE UTILITIES AND TRANSPORTATION COMMISSION'S WATER
REGULATION PROGRAM

- FOR THE STATE OF WASHINGTON

TABLE OF CONTENTS

PURPOSE AND SCOPE
MISSIONS
- AUTHORITY
" GENERAL ROLES AND RESPONSIBILITIES
PROCEDURAL AGREEMENTS - '
MOU AND PROCEDURAL UPDATE

<4< < =R
~EEELE]

GOOD FAITH AND DISPUTE RESOLUTION

L' PURPOSE AND SCOPE

This Memorandum of Understanding (MOU) is made and entered into by and between the
Washington Department of Health (DOH) and the Washington Utilities and Transportation
Commission (UTC) to improve effectiveness in completing their respective missions pursuant
to the authorities granted them by statute.

This MOU identifies authorltle$, roles and responsibilities for each agency, establishes a
framework for enhanced coordination and provides clear lines of communication between
DOH and UTC. Both agencies recognize that some issues fall outside current statutory
authorities. .

The UTC, thrdugh the investor-owned utility water program, regulates in the public interest
the rates, services, facilities, and practlces of Jurlsdlctlonal investor-owned wafer pompames 4
that supply water service to the public. '

3 P K
B "‘:f e

o A st IO

. DOH Contract #N17529 | . © Pagelof7



ATTACHMENT B
to Staff's Response to Bench Request No. 1
‘ - Page 3 of 13

DOH’s Office of Drinking Water (ODW) assures all public water systems including those
owned by UTC regulated companies, meet or exceed federal (Group A) and state (Group B)
drmkmg water regulations,

I MISSIONS , .

The Department of I—Iealth, Ofﬁce of Drinking Water -

The mission of the Department of Health Office of Drmkmg Water is to protect the health of .
the people of* Washlngton by assuring safe and reliable drinking water.

Utilities and Transportation Commission

The mission of the Washmgton Utilities and Transportation Commi'ssion is to protect
consumets by ensuring that utlhty and transportatlon services are fairly priced, available,
reliable and safe.- .

I, AUTHORITY

The Department of Health, Oft‘ice of Drinking Water Authority

The ODW regulates public wate1 systems, which means any system providing water for
human consumption through pipes or other constructed conveyances. ODW regulates -
approximately 4,000 water systems that meet the federal definition: those that serve 15 or

mote connections, or regularly serve 25 or more people daily for 60 or more days per year.
ODW regulates the water systems that meet the federal definition under a formal agreement
with the U.S. Environmental Protection Agency (EPA), called “primacy”, to carry out the
federal Safe Drinking Water Act (SDWA) (Public Law 93-523, 99-339 and 104,182). These
“Group A” systems setve approximately 5.3 million of the state’s approximate 6.4 million
population. The SDWA includes water quality standards; sampling, treatment, operator
certification, source watet assessment and protection and public notification requirements.

" Washington State has had primacy since 1976 and negotiates and renews its commitments to
EPA every two years, As a condition of primacy, the state must adopt and administer state

- rules that are at least as stringent as the federal requirements. Under the primacy agreement,
the state receives a grant to pay a portion of the cost of administering the SDWA. If the state
did not administer the SDWA requirements, EPA would directly enforce the federal
requuements in Washington. :

ODW also regulates approxmately 13,000 smaller systems (referred to as Group B systems)
that do not meet the federal definition threshold, but ate subject to State Board of Health
1equ1rements Group B systems serve approx1mately 110, OOO resu:ients

The remaining residents (applommately one Imlhon) get their water from either individual
“wells or “family farm” water systems, whwh are both exempt from federal and state drmkmg
" water regulations.

ODW has developed a program- pr1or1t1zat10n process it calls “strategic dlrectmns” that
optimizes public health protection using available resources.

DOH Confract #N17529 S Page2of 7
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ODW Statutor\? Authority

The authonty for the ODW program comes from the statutes hsted below:’ Federal statutes
apply to Group A water systems, those that meet the federal definition of a public water
system. The state has also adopted Group B regulations, through thé Department of Health
and the State Board of Health authorities, whmh apply to public water systems that do not
“meet the federal definition threshold.. ,

- -»  RCW 43.20.50 - Powers and duties of state boardof health—State public health report— '
Delegatlon of authonty—Enforcement of rules - '

‘ - RCW 43.70.250 - License fees for professions, occﬁpations, and businesses
o Chapter .43.70 RCW - Public ‘water S!;lpply systems-:operators

. Chapter 70.119A RCW - I;ublic water -systems—peﬁalties and complianeé

o Chapter 70.119 RCW - Public water supply systems—operators '

.o Chapter 70 116 RCW Public watet system coordmatlon act of 1977

o . Chapte1Q7O.142 RCW — Chemical contaminants and water quahty

Uti]jties and 'Tralnsmrtaﬁon Commission Authority .

The UTC is governed by Title 80 RCW and regulates prlvate, mvestm-owned water
companies that:
e Serve 100 or more customers, and'/ ot _
. ® Charge average annual gross revenue pet-customer that exceeds $471.!

The water companies regulated by the UTC changes over time,. UTC regulates private,
_investor-owned water companies that (1) serve 100 or more customers or (2) charge rates
above the revenue juri»sdictional threshold. The UTC must approve the transfer and sale of a
regulated water company’s assets to other private, mveétor-owned entities. The commission
does not regulate the transfer and sale of company assets to public entities (e.g. cities, towns,
PUDs, water districts, home owners associations, ete,). ‘UTC regulated water companies that
no longer meet the jurisdictional thresholds may petition the UTC to remove them from
regulation, UTC regulated companies must obtain UTC approval to discontinue business.

Thé UTC currently regulates 64 water companies that operate 470 water systems, serve
approximately 50,000 customers, and generate approximately $19.7 mﬂlmn in annual
tevenues. :

"UTC Statutory Authority

* The UTC can adjust this revenue threéhold pursuant to RCW 80.04.010 and WAC_480‘--1 10255,

DOH Contract #N17529 . - ' T " Page3of7
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Title 80 RCW - Public Utilities:

Rates (RCW 80.28.010(1)):' Regulated companies are entitled to recover reasonable,
prudently incurred expenses and an opporfunity to earn a reasonable return on their
investment. The UTC establishes rates that ate fair, just, reasonable, and sufficient,
" The result balances the customets® interest (pay low rates) with the investors’ interest .
 (charge high rates). Regulatory principles developed over 130 years of litigation at the
" gtate commissions, state coutts, and federal courts help to ensure this balance,

Services (‘ECW 80.28..01 0(2)): The UTC regulates terlﬁs and conditions of service, ;

Facilities (RCW 80.28.010(8)): The UTC regulates system infrastructure (plant) and
equ1pmen1: used to provide regulated water utility service. The UTC lacks staff
expertise in the following subject arcas and defers to ODW if technical questions ause

o Water system design,-construction, operation or maintenance.
Water quality, including, but not limited to testing, filtration and treatment, -
Water quantity. :
Water emergency plans contamed in the WSP and SWSMP

IV.  GENERAL ROLES AND RESPONSIBILITIES

The Department of Health Ofﬁce of Drinking Watet:

e Reviews and approves new systems.

s Ensures water systems, which intend to stop prov1d1ng service, notlfy all customers,
and the UTC if the water gystem is regulated in writing at least one year prior to
terminating service.

o Informs/educates water system purveyors about the requlrements for owning and

. operating a water system. ) :
‘s Provides training and guidance materials to assist purveyors in thell" 1espons1b111ty of
providing safe and reliable dtinking water,

e Reviews-and approves planning and engineering documents that identify a system ]
capacity to achieve and maintain compliance with applicable regulations,

o Notifies purveyors when they violate a regulation and informs them of the requ:red

. actions needed to address it.
. Provides technical assistance in how to provide safe and reliable water.

e Provides funding opportunities so systems can make needed improvements,

¢ Establishes partherships with many Local Health Jutisdictions-via Joint Plans af
Operations (i.e., agreements) to carty out the tegulation of Group B systems.

e Uses an efficient graduated complianice program that prioritizes use of resources

‘based upon perceived threat to public health,
e - Provides UTC with the compliance status and other arcas of concern about water
_ systems owned by UTC regulated water companies, - :

DO Contract #N17529 . o ‘ o . Page 4 of 7
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The Utilities and Transportation Commission Water Section:

e Determines if companies are jurisdictional (regulated or not regulated).

e Regulates the sale of UTC regulated water systems to other private, investor-owned
entities (but not public entities such as cities, towns, PUDs, water districts,

.. homeowners association, etc.), discontinuance of water service to customers and the

~ disbandment of a regulated company. :

¢ Audits regulated company’s financial and operating records to determine reasonab]e
prudently incurred costs, rate base, and a reasonable return on investment.

o Advises the Commissioners in setting rates that are fair, just, reasonable and sufficient.
Advice may be provided informally through the Commission’s Open Meeting process
ot formally through wntten testimony in a formal, adjudicative proceeding.

o Analyzes tariff filings to identify public policy issues and ensure compliance with the

. Commission’s laws, rules and regulations. :

o Assists customers of UTC 1egu1ated companies to resolve complmnts 1ega;t ding b1lhng
disputes, service and management issues,

o 'Educates UTC regulated companies, customers served by UTC regulated companies,
government employees, non-UTC jurisdictional compames and customers, and others
on UTC’s regulations and rate settmg process. ! :

_ ‘e In cooperation with ODW:
' o Reviews water companies’ financial documents for financial viability and
feasibility, , '
o Identifies emerging issues with both UTG 1egu1ated and non:regulated
- companies.
- o Prioritizes capital improvement proj ects for UTC regulated water compames
o Provides UTC Commisioners information regarding a water company’s
.. compliance status with ODW rules in. connection with rate and system
acquisition filings and hearings.
. o Audits non-municipal water systems, as referred by DOH pursuant to REW
80.04.1 10(4) '

V. PROCEDURAL AGREEMENTS

. Both parties agree t6 develop and nnplement processes and procedures, Whl(.‘-h identify action’
steps needed and applicable deadlines for the followmg functions (contained as an Attachment

A tothis document)
1. Reviewing UTC regulated water companies’ Water System Plans and Small Water
. System Management Programs, developed in accordance with WAC 246-290-100 and
105. - ' -
2 'Trénsmitilng information in UTC regulated water companies® Project Repotts and.
Construction Documents, developed in accordance with WAC 246-290-110 and 120.

DOH Contract #N17529 i : ‘ ~ PageSof7"
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3. Auditing ﬁon;munioipal watet systems as requested by ODW,
4. . Sharing information when a UTC regolatod company requests a rate increase, proposes
' to sell a water system to a UT'C Jurlsdwtlonal entity, proposes to disband the company,
or when there is a formal complaint proceeding before the UTC. .

5 Reglstemng and forwardmg customer oomplamts on rates, serwco, water quality, water
© quantity or health issues.

6. . Coordinating respective rogulotory authorities on enforcement (compliance) actions,
7. Pursuing a looelvers}up action on a regulated company’s systom(s)

8. Coordinating on responses on proposed Ieglslatlon and polloy documents which affect
drinking water regulations. :

VL MOU AND PROCEDURES QVERSIGHT, REVIEW. AND UPDATE

DOH and UTC will discuss 1mp1ementatlon mamtonanoe and improvement of processes and
procedures when necessary. :

DOH and UTC agree to rev1ew this MOU and update as necessary
Both agencies will 1dent1fy a staff person responsible for upkeeping theSe procedures,

including the practice of modifing an existing procedure and/or developing new-procedures.

Vi -~ GOOD FAITH AND DISPUTE RESOLUTION

DOH and UTC agree to assume good faith of the other party as a general prmmple to openly .
share information when relevant, to notify the other patty if any problems arise and work
together to resolve those issues; and, through improved coordination and commumcaﬂon
demons‘trate effectwe 1nte1agenoy cooperatmn and frust. ‘

DOH and UTC agree to work together fo resolve issues of coneern. The agencies agree that
ongomg d1alog will be necessary because of our dIStmot missions,

DOH Confract #N17529 x 7 ' - Page 6 of 7



- ATTACHMENT B
to Staff's Response to Bench Request No. |
Page 8 of 13

The undersigned, on behalf of their respective agencies, hereby execute this Memorandum of

Undetstanding, which becomes effective when signed by all parties. *

For the Washingjon Department of Health:

ST

" For the Washington Utilities and Transportation Commission Staff:

David W Danner

Executive Director and Seérefary

" Tor the Departmerit of Iealth Contracts Office:

DOH Contract #N17529
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