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A, Example#1: A relatively small water utility seeks Pre-approvals in
connection with a relatively large — byt otherwise routine — investment

Assume that a smalf water utility is required by statute or Teguiation to undertake g relatively
large capital mvestment, The investment concerns 3 Program that, while substantia] for the utility, is
routine for the industry, An example could be the development of g feak detection and mitigation
Program, which may inchude the removal and repair or replacement ofa large portion of the utility’s
underground plant, The utility asserts that it needs upfront assurances that would not be available
under the traditiona] approach of cost recovery after-the-fact.

Given the commission’s Statutory obligation to support anydecisiortwithsubstanﬁalevidenoe, it must
require that the utility document the Specific challenges. Ifa utility wants advance approval, it ymyst
deronstrate that the Program is the best option available, Identifying 2 statutory mandate, state or
federal, would serve this purpose if the mandate specifies the solution,

The commission will need to consider whether conditions should be Imposed on Pre-approval,
including these questions;

° Does the sma] utility bave the techpicai Tesources sufficient to undertake a major
capital project? Ifnot, should the commission condition pre-approval on the utility .
procuring engin_eefing and project management assistance? To what extent should or
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