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Decision PROPOSED DECISION OF ALJ WEATHERFORD (Mailed 5/1/2018)
BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Application of California-American Water
Company (U-210W) for Authorization to
Modify Conservation and Rationing Rules,
Rate Design, and Other Related Issues for the
Monterey District.

Application 15-07-019

DECISION ADOPTING PHASE 3A SETTLEMENT AGREEMENT
Summary
This decision grants the February 24, 2017 motion for adoption of a
Settlement Agreement specifically with respect to the Phase 3A Settlement
Agreement filed March 8, 2017. This resolves all Phase 3A issues. Phase 3A
involves consideration of an annual consumption true-up pilot program. In
particular, the program establishes a process for adjusting rates annually based
on updated consumption and production data to (a) improve the likelihood of
California-American Water Company collecting its authorized revenue
requirement and (b) moderate balances in the Water Revenue Adjustment
Mechanism and Modified Cost Balancing Account.
The proceeding is closed.
1.

Background
California-American Water Company (Cal-Am or Applicant) faces

particularly challenging water supply, cost, rate, rate design, and conservation
issues in its Monterey District. It is necessary to first review these and related
items in order to understand this decision and place it in context. In particular,
213925363
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this review includes supply constraints, the procedural history of this
proceeding, evidence and findings in our December 2016 decision (Decision
(D.) 16-12-003) relative to the true-up pilot program, and the scope of Phase 3A.
1.1.

Supply Constraints and This Proceeding

Applicant has been, and is, subject to a series of orders from the State
Water Resources Control Board (SWRCB) to cease unlawful diversions from the
Carmel River.1 For example, in 1995 the SWRCB ordered Applicant to cease
unlawful diversions or be subject to fines. In 2009 the SWRCB issued a cease and
desist order (CDO) that compelled Applicant to reduce its draws from the
Carmel River by about 66% no later than December 31, 2016, or be subject to
sanctions and penalties. In 2016 the SWRCB amended the CDO, deferring full
compliance to December 31, 2021 and including specific milestone requirements
each year beginning in 2016 with severe sanctions and penalties for
noncompliance.
Cal-Am is also under a Monterey County Superior Court order to
ramp-down its draws from the Seaside Groundwater Basin. That order requires
a reduction by about 63% no later than December 31, 2021.2
Cal-Am seeks authorization in another proceeding before this Commission
to provide the necessary replacement water. (See Application (A.) 12-04-019.) In
this application, Cal-Am seeks authorization to modify its conservation and
See SWRCB Orders WR 95-10 (July 6, 1995), WR 2009-0060 (October 20, 2009), and WR
2016-0016 (July 19, 2016).

1

Applicant Opening Brief at 8, citing California American Water Company v. City of Seaside, Case
No. M66343, Decision (Monterey Cnty. Sup. Ct. March 27, 2006). Applicant must reduce its
takes by about 2,528 acre-feet per year (AFY), from 4,000 AFY to 1,472 AFY. (2,528/4,000 =
63.2%.)

2
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rationing plan, rate design, and other related issues for the Monterey District.3
Its proposals here, according to Cal-Am, present a comprehensive approach to
address supply, conservation, rationing, financial stability, and rate design
issues. Among the proposals is an annual consumption true-up pilot program
(ACPP). The goal of this program is to adjust rates annually based on updated
actual sales in order to stabilize revenues and moderate future Water Revenue
Adjustment Mechanism (WRAM) and Modified Cost Balancing Account
(MCBA) balances.
1.2.

Procedural History

The application was filed on July 14, 2015. A prehearing conference to
determine parties, issues, schedule and other matters was held on September 8,
2015. On November 4, 2015, the assigned Commissioner’s Scoping Memo and
Ruling was filed.
Two public participation hearings were held in Seaside on January 25,
2016. The two hearings were well attended, and statements were made on the
record by 53 persons. The general consensus among public speakers was that
rate levels are too high, there is rate inequity between customer classes and
meter sizes, and customers have exceeded conservation mandates but are still
facing increasing rates.4
The Scoping Memo scoped ten issues to be addressed in two phases.
Phase 1 addressed the request for an expedited rate design change to eliminate
Applicant says all proposed changes will be applicable to what is known as its Monterey
Main system, including those systems that can produce or receive water from the Seaside Basin
and/or Carmel River (including Ryan Ranch, Bishop, and Hidden Hills). The proposals are not
applicable to the sub-systems of Toro, Ambler, Chualar, Ralph Lane, or Garrapata.

3

4

See D.16-12-003 at 9–10 for more details.
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summer outdoor watering allotments in the upper rate tiers. Those allotments
were eliminated by a Commission decision adopted in March 2016. (See
D.16-03-014.)
Phase 2 covered all remaining issues. Phase 2 issues were resolved by a
Commission decision adopted in December 2016. (See D.16-12-003.) The
Commission did not, however, adopt the ACPP. The proceeding was kept open
in a third phase to consider two issues: (a) an improved consumption true-up
pilot program, if proposed within 60 days, and (b) a possible penalty for failure
by Applicant to reasonably administer its tariffs. Applicant and other parties
were encouraged to file a motion for consideration of an improved pilot
program, incorporating enhancements discussed in the Commission’s decision.
On December 22, 2016, the assigned Commissioner filed an Amended
Scoping Memo and Ruling Regarding Phase 3 Issues and Extended Deadline.
The Amended Scoping Memo established two phases: (a) Phase 3A to address
the true-up mechanism and (b) Phase 3B to address a possible penalty. Phase 3A
was categorized as ratesetting with eventual resolution by a Proposed Decision
(PD). Phase 3B was categorized as adjudicatory with eventual resolution by a
Presiding Officer’s Decision (POD).5 The original deadline for this proceeding
was May 4, 2017. The Amended Scoping Memo extended the deadline to
December 31, 2017.
Consistent with the 60-day deadline, on January 30, 2017, a motion was
filed for adoption of a revised partial ACPP Settlement Agreement (SA) by

See Pub. Util. Code §§ 1701.1, 1701.2, and 1701.3 regarding the different procedures and
timeframes for reaching a Commission decision in ratesetting compared to adjudicatory
matters.
5
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two parties: Applicant and the Monterey Peninsula Water Management District
(MPWMD). On February 24, 2017, a motion for adoption of a SA regarding all
Phase 3A and 3B issues was filed by four parties: Applicant, MPWMD, Coalition
of Peninsula Businesses, and the Commission’s Office of Ratepayer Advocates
(ORA), collectively “Settling Parties.” The motion included a request to suspend
the schedule and consider the SA using the record in Phases 1 and 2. On
March 8, 2017, a compliance filing was made to separate the SA into the portion
dealing with Phase 3A and the portion dealing with Phase 3B (thereby
facilitating Commission consideration of SA elements that are in the ratesetting
portion of the proceeding separately from those in the adjudicatory portion of
the proceeding).
On March 27, 2017, joint comments in support of the Phase 3A SA were
filed timely by the Settling Parties, and comments in opposition were filed by
Public Trust Alliance (PTA). On March 28, 2017, the motion to suspend the
schedule was denied and hearing dates were set. The motion was denied
because the SAs were not all-party settlements, issues were in dispute, and
“there is insufficient information upon which to judge the SAs…”6 On April 5,
2017 joint comments in opposition to the SA were filed by Public Water Now
(PWN) and Regulatory Liaisons (RL). On April 13, 2017 reply comments in
opposition to the SA were filed by PTA.

6

See March 28, 2017 Ruling at 10.
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Eight days of evidentiary hearings were held between April 13 and
November 29, 2017.7 By Amended Scoping Memo and Ruling on November 21,
2017, the statutory deadline was extended to September 30, 2018.8
Opening briefs were filed on January 22, 2018 by five parties.9 Reply Briefs
were filed on February 12, 2018 by four parties.10
On February 12, 2018, PWN/RL moved for permission to file an updated
Phase 3 Opening Brief. The motion was opposed by Applicant and CWA. On
February 23, 2018, the motion was granted.11
The proceeding was submitted for decision on February 26, 2018, upon
receipt of all briefs. This decision is the PD addressing Phase 3A issues. A
separate POD was filed to address Phase 3B issues.
1.3.

Evidence in Phase 2, D.16-12-003, and
Scope of Phase 3A

Cal-Am’s July 2015 application included a proposed annual consumption
true-up pilot program, or ACPP. On June 17, 2016 (after the filing of Phase 2
The eight days were: April 13, 14, and 17; August 17 and 18; September 12; November 27 and
29, 2017.

7

The statutory deadline was extended in particular due to the amount of time required to
complete discovery and the evidentiary portion of the proceeding. In short, the nature of the
litigation plus the needs and availabilities of the parties and the Commission required hearings
over the course of 2017, and a briefing schedule lasting into February 2018. (See November 21,
2017 Ruling to Extend Deadline at 7-8.) Non-settling parties were given every reasonable
opportunity plus an abundant amount of time to engage in discovery, develop disputed issues,
present all necessary evidence, testify, cross-examine opposing witnesses, and prepare briefs.

8

The five parties are: Applicant, MPWMD, California Water Association (CWA), and jointly
by PWN/RL.

9

10

The four parties are: applicant, CWA, and jointly by PWN/RL.

The motion was granted because the updates did not fundamentally change any of the
substantive content. Rather, they updated the Table of Authorities, added footnotes, and
corrected exhibit numbers within the text.
11
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reply briefs), applicant and MPWMD moved for adoption of a SA that included
refinements to the ACPP. To differentiate it from ACPP, the refined approach
was called the consumption adjustment mechanism true-up pilot-program, or
CAM.
The Commission declined to adopt the CAM SA on the basis that it was
not consistent with the record, lacked a precisely stated methodology, and
included inaccurate or imprecise terms. (D.16-12-003 at 63-64; and Finding of
Fact 38 at 97.) It also declined to adopt the ACPP on the basis that it was stated
in general terms (making its implementation unacceptably vulnerable to dispute)
and did not include improvements proposed in CAM. (D.16-12-003 at 65-66; and
Finding of Fact 39 at 97.) Nonetheless, the Commission saw merit in a pilot
program to adjust rates in the Monterey District to reflect more current sales
data, help stabilize revenue collections, and reduce WRAM under-collections.
(D.16-12-003 at 66; and Finding of Fact 40 at 97.) The Commission encouraged
parties to propose an improved annual consumption true-up pilot program
(called ACPP/CAM) to address infirmities noted in D.16-12-003. If parties
elected to do so, the Commission required that the proposal be made by motion
filed no later than 60 days from the date of the decision. Parties did so, as noted
above.
The December 22, 2016 Amended Scoping Memo scoped the Phase 3A
(Issue 11) as:
11. True-Up Mechanism: Should an improved annual
consumption true-up pilot program be adopted (if a motion
for one is filed in this proceeding by January 30, 2017)? If so,
what are the specifics of how the program should work? How
does the proposed improved program incorporate the
elements addressed in D.16-12-003 (see pages 72-73 and
Conclusion of Law 25.)?
-7-
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2.

Discussion
Our consideration of an improved ACPP focuses on the February 24, 2017

motion for Commission adoption of a SA, and in particular the Phase 3A SA filed
March 8, 2017, with the benefit of the Phase 3A record.
The Phase 3A SA was proposed by the four Settling Parties. It was initially
opposed by PTA, PWN, and RL. PTA’s concerns were addressed, and it
removed its opposition during the evidentiary hearings.12 While PNW/RL
initially commented in opposition to the Phase 3A SA, they did not present any
evidence in Phase 3A, and do not argue any objections in their briefs.13 In fact,
the PWN/RL Joint Opening Brief (at 4) says: “We have nothing to contribute to
the True-Up program.” Therefore, the Phase 3A SA is unopposed.
We first summarize the Phase 3A SA. We then state the tests used by the
Commission to determine whether or not to approve a SA, and assess whether or
not the Phase 3A SA meets those tests. We conclude it does.
2.1.

Summary of Phase 3A SA

The Phase 3A SA is contained in Attachment 1. The key elements are:
a. Applicability: The ACPP/CAM is a pilot program limited to
specified customers in specific parts of Applicant’s Monterey
Main system.14 It will be evaluated in a subsequent general

12

Reporter’s Transcript (RT) Vol. 8 at 1370.

We do not address matters here that are not briefed by parties. That is, we address and
resolve disputes to the extent briefed by parties at the conclusion of the proceeding. We do not
identify and resolve each and every other dispute between parties that occurred over the course
of the matter. While not a dispute, we address the lack of record on one issue in our discussion
of whether the Phase 3A SA is reasonable in light of the record.

13

This is the Monterey Main system, including the Ryan Ranch, Bishop, and Hidden Hills
subsystems, but excluding the Toro, Ambler Park, Chualar, Ralph Lane, and Garrapata
subsystems. The program does not apply to customers who are billed under rates and tariffs

14

Footnote continued on next page
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rate case, and Cal-Am will provide actual consumption data
for the first full year following its implementation for that
evaluation.
b. Process: Applicant will file a Tier 2 advice letter on or before
November 15. The advice letter will provide actual recorded
monthly consumption by classification and by tier from
October 1 of the prior year through September 30 of the
current year, along with the legal and court ordered
production limitations, covered by the ACPP/CAM for the
applicable Monterey Main system customers. Upon approval
of the Tier 2 advice letter, Applicant will file a Tier 1 advice
letter to implement new rates January 1 of the subsequent
year. The approved data will then replace the adopted
quantities beginning January 1 of the subsequent year and be
used for future rate adjustments during that year.
c. Consumption Data: Current rates are to be modified as
provided in the SA. Proposed rates in the escalation and
attrition years will be based on actual recorded consumption
or, if lower, the production limit set by court order or legal
restrictions.
d. Methodology: Four appendices provide more particulars:
(1) detailed customer classifications, (2) a sample calculation
based on consumption, (3) a sample calculation based on
production limits, and (4) a sample calculation of adjustments
to volumetric based surcharges.
e. Tracking and Changes: Cal-Am will track incremental
differences with respect to revenues and production costs, and
will recalculate consumption based surcharges.
f. Notice: Cal-Am will give notification, conduct community
outreach, and provide an annual notice of the effect on rates to
all affected customers.

not subject to tracking and revenue adjustment under the WRAM/MCBA mechanism (such as
resale and/or other special use customers).
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2.2.

Tests to Approve a Settlement

The Commission will not approve a settlement, whether contested or
uncontested, unless the settlement meets three criteria: (a) is reasonable in light
of the whole record, (b) consistent with law, and (c) in the public interest.
(Rule 12.1(d) of the Commission’s Rules of Practice and Procedure.) Settlements
are generally favored by the Commission when they meet these tests.15 For the
reasons stated below, we find the evidence supports the adoption of the
Phase 3A SA.
3.

Reasonable in Light of the Whole Record
The Phase 3A SA is reasonable in light of the whole record. For example,

the Commission identified specific concerns with respect to CAM and ACPP.
(D.16-12-003 at 63 – 73.) These included the lack of a precisely stated
methodology, use in some cases of inaccurate or imprecise terms, errors or
inconsistency in sample calculations, and potential inequitable treatment
between classes. The Phase 3A SA addresses these concerns. The Phase 3A SA
includes a detailed discussion of the process and method for calculating the trueup. The terms have been revised or eliminated to provide clarity and
consistency. Improved details and sample calculations are attached. To address
potential inequitable treatment between classes, Cal-Am clarifies that the intent
of the ACPP/CAM is not to change any decision related to revenue allocation.16
At the evidentiary hearing, ORA confirmed that the Phase 3A SA contains the
necessary information.17
15

See D.88-12-032, D.07-03-044, and D.11-06-023.

16

Cal-Am Opening Brief at 14.

17

RT Vol. 8 at 1352.
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The record identifies several concerns that are specific to Cal-Am’s
Monterey District such as supply, large WRAM/MCBA balances, and revenue
instability. The Phase 3A SA is tailored to the unique and complex issues in the
Monterey District, in particular the continuing water supply constraints and
revenue variability inherent in the steeply tiered conservation rate design.
Moreover, the Phase 3A SA gives Cal-Am a mechanism that should moderate
WRAM/MCBA balances.
Concerns were expressed in comments on the Phase 3A SA that the
proposed true-up mechanism was fatally flawed.18 In particular, the comments
identified alleged fatal flaws from the failure to address forecasting accuracy.
According to these comments, Cal-Am had “failed to account for water demand
stimulation & [sic] destruction by”19 multiple factors including drought, minor
weather variations, price change, consumption trends, conservation programs,
mass media conservation campaigns, and deep discount pricing for
non-residential customers. The comments stated that “demand forecasting
taking this list of factors as inputs is particularly easy to create and materially
enhances the result of an Annual True-Up program such as ACPP/CAM.”20 No
evidence, however, was presented by any party in Phase 3A showing ways to
improve upon the data or method. In particular, no evidence was presented to
show that demand forecasting can easily take these factors into account and
materially enhance the results.

18

April 5, 2017 Response of PWN/RL to Phase 3A SA.

19

April 5, 2017 Response of PWN/RL to Phase 3A SA at 3.

20

April 5, 2017 Response of PWN/RL to Phase 3A SA at 3.

- 11 -

PROPOSED DECISION

A.15-07-019 ALJ/GW2/lil

As a result, we conclude that the Phase 3A SA is reasonable in light of the
whole record.
4.

Consistent with Law
The Phase 3A SA is consistent with law. The issues resolved therein are

within the scope of the proceeding. No party identifies any statutory provision
or prior Commission decision that would be contravened or compromised, and
we are aware of none. The Phase 3A SA specifically addresses
contemporaneously adjusting variable water costs along with rates based on
sales forecasts to provide compatibility with the law.21 As a result, we conclude
that the Phase 3A SA is consistent with law.
5.

In the Public Interest
The Phase 3A SA is in the public interest. Cal-Am’s Monterey District has

a history of WRAM/MCBA under-collections that must be addressed in a more
timely way. The proposed true-up mechanism provides a reliable and timely
process for adjusting the authorized consumption and production forecasts used
in setting rates for each escalation and attrition year. The adjusted rates increase
the likelihood of collecting the authorized revenue requirement and moderating
WRAM/MCBA balances.
To the extent the ACPP/CAM is able to moderate large rate adjustments
in WRAM/MCBA balances compared to existing procedures, the updated rates
will provide more rate and customer bill stability, and allow customers to
By ALJ Ruling on March 3, 2007 (at page 8), the concern was raised that revising rates based
on adopting a revised sales forecast without contemporaneously adjusting the variable water
production costs would result in rates that would likely not be just and reasonable, as required
by Pub. Util. Code § 451. Settling Parties addressed this by including a specific item addressing
costs. (See § 4.7.2 of the Phase 3A SA filed on March 8, 2017.)

21
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improve their ability to plan for their annual water cost budgets. The updated
rates will also provide improved price information so that use-reduction
(conservation) rate signals are more timely and consistently provided to
customers. They will address intergenerational equity concerns by the more
timely recovery of costs in rates (e.g., not deferring cost recovery via large
WRAM/MCBA balances to future customers, but improving the alignment of
that cost recovery with current customers). They will reduce interest costs
recovered in rates by shortening the period that WRAM/MCBA accounts accrue
interest.
It is reasonable for ACPP/CAM to use the latest annual consumption
numbers because usage has been, and continues to be, unpredictable. This is due
to many factors including aggressive overall conservation activities and
customer response to tiered pricing. The true-up adjustment process will use
updated consumption data (both overall and by tiers) to improve revenue
recovery and stabilize rates (both overall and by tiers) compared to existing
procedures. It should also moderate WRAM/MCBA balances that in particular
are driven here by the unique rate design and amount of revenue recovered in
the upper tiers.
The Phase 3A SA resolves disputed issues and provides regulatory
certainty. The settlement negotiations were conducted at arm’s length and there
is no evidence to suggest any collusion or undue influence. The Settling Parties
were adequately represented by experienced counsel.
The Phase 3A SA provides that Cal-Am will provide notice to all affected
customers, will provide community outreach, and will notify ORA and MPWMD
of its efforts to notify customers. (Phase 3A SA § 4.8.1.) It also provides that CalAm will provide an annual notice to customers of the effect on rates of any
- 13 -
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changes that occur as a result of the annual consumption adjustment due to the
true-up mechanism. (Phase 3A SA § 4.8.2.) We note two items here.
First, Cal-Am should consult with the Commission’s Public Advisor
regarding these notices. Applicant should do so because of concerns expressed
by Monterey District customers with rate levels and rate adjustments, the
relatively complex adjustment mechanisms involved, and the sensitive nature of
these communications.
Second, we understand “conduct community outreach” (Phase 3A SA
§ 4.8.1) means that Cal-Am will hold public meetings to explain ACPP/CAM
and bill impacts to Monterey District customers. Cal-Am should consult with
the Commission’s Public Advisor on the number and location of these public
meetings, and anything else reasonably necessary to make the community
outreach successful.
For all these reasons, we conclude that the Phase 3A SA is in the public
interest.
6.

Conclusion
The Phase 3A SA is reasonable in light of the whole record, consistent with

law, and in the public interest. It should be adopted.
7.

Comments on Proposed Decision
The proposed decision of ALJ in this matter was mailed to the parties in

accordance with Section 311 of the Public Utilities Code and comments were
allowed under Rule 14.3 of the Commission’s Rules of Practice and Procedure.
Comments were filed on ______, and reply comments were filed on _____
by ______.
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8.

Assignment of Proceeding
Liane M. Randolph is the assigned Commissioner and Gary Weatherford

is the assigned Administrative Law Judge in this proceeding.
Findings of Fact
1. Cal–Am is under SWRCB orders to cease unlawful diversions from the
Carmel River by December 31, 2021; and a Monterey County Superior Court
order to ramp-down its draws from the Seaside Groundwater Basin by
December 31, 2021.
2. D.16-12-003 kept this proceeding open to address two issues, one being an
improved annual consumption true-up pilot program, if proposed within
60 days.
3. Two parties moved within the required 60 days for adoption of an
improved ACPP.
4. On February 24, 2017, four parties filed a motion for adoption of a
Settlement Agreement; the portion of the SA dealing with Phase 3A was filed as
a compliance filing on March 8, 2017.
5. The Phase 3A SA addresses the concerns with ACPP and CAM identified
by the Commission in D.16-12-003, and no party presented evidence in Phase 3A
regarding ways to improve upon the data or methods in the proposed true-up
mechanism.
6. The Phase 3A SA is reasonable in light of the whole record.
7. The Phase 3A SA resolves issues within the scope of this proceeding, no
party identifies any statutes or Commission decisions that would be
contravened, and the Phase 3A SA specifically addresses contemporaneous
adjustment of costs with rates to provide compatibility with law.

- 15 -

PROPOSED DECISION

A.15-07-019 ALJ/GW2/lil

8. Cal-Am’s Monterey District has a history of WRAM/MCBA
under-collections that must be addressed in a more timely way.
9. The proposed true-up mechanism provides a reliable and timely process
for adjusting the authorized consumption and production forecasts used in
setting rates for each escalation and attrition year; and the adjusted rates increase
the likelihood of collecting the authorized revenue requirement and moderating
WRAM/MCBA balances.
10. Updated rates resulting from the true-up mechanism will, compared to
existing procedures, provide more rate and bill stability, allow customers to
improve their budgets for annual water costs, improve the timeliness and
consistency of price information, address intergenerational equity concerns, and
reduce interest costs recovered in rates.
11. Community outreach includes Cal-Am conducting public meetings to
explain ACPP/CAM and bill impacts to Monterey District customers.
12. The Phase 3A SA is in the public interest.
Conclusions of Law
1. The Phase 3A SA is consistent with law.
2. Cal-Am should consult with the Commission’s Public Advisor regarding
the customer notices and community outreach provided in the Phase 3A SA.
3. The February 24, 2017 motion for the adoption of the Phase 3A SA should
be granted with respect to the Phase 3A SA filed on March 8, 2017.
4. This decision should be effective today in order to resolve issues promptly,
provide certainty, and establish the true-up mechanism without delay.
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O R D E R
IT IS ORDERED that:
1. The February 24, 2017 motion for adoption of the Settlement Agreement is
granted with respect to the Phase 3A Settlement Agreement filed on March 8,
2017.
2. California-American Water Company shall consult with the Commission’s
Public Advisor regarding the customer notices and community outreach in
Section 4.8 of the Phase 3A Settlement Agreement.
3. Application 15-07-019 is closed.
This order is effective today.
Dated

, at San Francisco, California.
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ATTACHMENT 1
SETTLEMENT AGREEMENT ON PHASE 3A ISSUES
Filed on March 8, 2017
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)RU&RDOLWLRQRI3HQLQVXOD%XVLQHVVHV



0DUFK
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%()25(7+(38%/,&87,/,7,(6&200,66,21
2)7+(67$7(2)&$/,)251,$

$SSOLFDWLRQRI&DOLIRUQLD$PHULFDQ:DWHU&RPSDQ\
$SSOLFDWLRQ
8: IRU$XWKRUL]DWLRQWR0RGLI\&RQVHUYDWLRQ
)LOHG-XO\ 
DQG5DWLRQLQJ5XOHV5DWH'HVLJQDQG2WKHU5HODWHG

,VVXHVIRUWKH0RQWHUH\'LVWULFW

6(77/(0(17$*5((0(17%(7:((1&$/,)251,$$0(5,&$1:$7(5
&203$1<7+(2)),&(2)5$7(3$<(5$'92&$7(60217(5(<3(1,168/$
:$7(50$1$*(0(17',675,&7$1'&2$/,7,212)3(1,168/$
%86,1(66(6213+$6($,668(6




*(1(5$/3529,6,216
3XUVXDQWWR$UWLFOHRIWKH5XOHVRI3UDFWLFHDQG3URFHGXUHRIWKH&DOLIRUQLD3XEOLF

8WLOLWLHV&RPPLVVLRQ ³&RPPLVVLRQ´ &DOLIRUQLD$PHULFDQ:DWHU&RPSDQ\ ³&DO$P´RUWKH
³&RPSDQ\´ WKH2IILFHRI5DWH3D\HU$GYRFDWHV ³25$´ 0RQWHUH\3HQLQVXOD:DWHU
0DQDJHPHQW'LVWULFW ³03:0'´ DQGWKH&RDOLWLRQRI3HQLQVXOD%XVLQHVVHV KHUHLQDIWHU³WKH
3DUWLHV´ KDYHDJUHHGRQWKHWHUPVRIWKLVVHWWOHPHQWDJUHHPHQW WKH³3KDVH$6HWWOHPHQW
$JUHHPHQW´ ZKLFKWKH\QRZVXEPLWIRUDSSURYDO7KLV3KDVH$6HWWOHPHQW$JUHHPHQW
VXSHUVHGHVWKHUHYLVHGVHWWOHPHQWVILOHGE\&DO$PDQG03:0'RQ-DQXDU\DQG
)HEUXDU\DQGHPERGLHVWKHHQWLUHXQGHUVWDQGLQJDQGDJUHHPHQWRIWKH3DUWLHVZLWK
UHVSHFWWRWKHPDWWHUVGHVFULEHGKHUHLQ
7KH3DUWLHVGHVLULQJWRDYRLGWKHH[SHQVHLQFRQYHQLHQFHDQGXQFHUWDLQW\DWWHQGDQWWR
OLWLJDWLRQRIPDWWHUVLQGLVSXWHEHWZHHQWKHPKDYHDJUHHGRQWKLV3KDVH$6HWWOHPHQW
$JUHHPHQWZKLFKWKH\QRZVXEPLWIRUDSSURYDO
%HFDXVHWKH3KDVH$6HWWOHPHQW$JUHHPHQWUHSUHVHQWVDFRPSURPLVHE\WKHPWKH
3DUWLHVKDYHHQWHUHGLQWRHDFKVWLSXODWLRQFRQWDLQHGLQWKH3KDVH$6HWWOHPHQW$JUHHPHQWRQ
WKHEDVLVWKDWWKH$JUHHPHQW¶VDSSURYDOE\WKH&RPPLVVLRQQRWEHFRQVWUXHGDVDQDGPLVVLRQRU
FRQFHVVLRQE\DQ\3DUW\UHJDUGLQJDQ\IDFWRUPDWWHURIODZLQGLVSXWHLQWKLVSURFHHGLQJ
)XUWKHUPRUHWKH3DUWLHVLQWHQGWKDWWKHDSSURYDORIWKLV3KDVH$6HWWOHPHQW$JUHHPHQWE\WKH
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&RPPLVVLRQQRWEHFRQVWUXHGDVDSUHFHGHQWRUVWDWHPHQWRISROLF\RIDQ\NLQGIRURUDJDLQVWDQ\
3DUW\LQDQ\FXUUHQWRUIXWXUHSURFHHGLQJ 6HH5XOH&RPPLVVLRQ V5XOHVRI3UDFWLFHDQG
3URFHGXUH 
7KH3DUWLHVDJUHHWKDWQRVLJQDWRU\WRWKH3KDVH$6HWWOHPHQW$JUHHPHQWDVVXPHVDQ\
SHUVRQDOOLDELOLW\DVDUHVXOWRIWKHLUDJUHHPHQW$OOULJKWVDQGUHPHGLHVRIWKH3DUWLHVDUHOLPLWHG
WRWKRVHDYDLODEOHEHIRUHWKH&RPPLVVLRQ)XUWKHUPRUHWKH3DUWLHVRULJLQDOO\UHDFKHGWKH3KDVH
$6HWWOHPHQW$JUHHPHQWDVDQLQWHJUDWHGSDFNDJHERWKDVWRWKHFRQWHQWVRIWKDW$JUHHPHQWDV
ZHOODVDQGLQFRPELQDWLRQZLWKWKHFRQWHQWVRIWKH3KDVH%6HWWOHPHQWDVRSSRVHGWRDJUHHLQJ
WRVSHFLILFHOHPHQWVRIWKH3KDVH$DQG%6HWWOHPHQW$JUHHPHQWVVHSDUDWHO\,IWKH
&RPPLVVLRQDGRSWVWKH3KDVH$DQG%6HWWOHPHQW$JUHHPHQWVZLWKPRGLILFDWLRQV ZKLFK
ZRXOGLQFOXGHDGRSWLQJRQH$JUHHPHQWEXWQRWWKHRWKHU DOOWKH3DUWLHVPXVWFRQVHQWWRWKH
PRGLILFDWLRQVRUWKH3KDVH$DQG%6HWWOHPHQW$JUHHPHQWVDUHYRLGDQGDOO3DUWLHVUHVHUYHDOO
ULJKWVVHWIRUWKLQ5XOHRIWKH&RPPLVVLRQ V5XOHVRI3UDFWLFHDQG3URFHGXUH$VEHWZHHQ
WKH3DUWLHVWKLV3KDVH$6HWWOHPHQW$JUHHPHQWPD\EHDPHQGHGRUFKDQJHGRQO\E\DZULWWHQ
DJUHHPHQWVLJQHGE\WKH3DUWLHV
7KLV3KDVH$6HWWOHPHQW$JUHHPHQWPD\EHH[HFXWHGLQFRXQWHUSDUWVHDFKRIZKLFK
VKDOOEHGHHPHGDQRULJLQDODQGWKHFRXQWHUSDUWVWRJHWKHUVKDOOFRQVWLWXWHRQHDQGWKHVDPH
LQVWUXPHQW(DFKRIWKH3DUWLHVKHUHWRDQGWKHLUUHVSHFWLYHFRXQVHODQGDGYRFDWHVKDYH
FRQWULEXWHGWRWKHSUHSDUDWLRQRIWKLV3KDVH$6HWWOHPHQW$JUHHPHQW$FFRUGLQJO\WKH3DUWLHV
DJUHHWKDWQRSURYLVLRQRIWKLV3KDVH$6HWWOHPHQW$JUHHPHQWVKDOOEHFRQVWUXHGDJDLQVWDQ\
3DUW\EHFDXVHWKDW3DUW\RULWVFRXQVHOGUDIWHGWKHSURYLVLRQ
7KH3KDVH$6HWWOHPHQW$JUHHPHQWVXSHUVHGHVDQ\SULRUDJUHHPHQWFRPPLWPHQWV
UHSUHVHQWDWLRQVRUGLVFXVVLRQVEHWZHHQWKH3DUWLHVFRQFHUQLQJWKHLVVXHVDJUHHGWRKHUHLQ7KH
3KDVH$6HWWOHPHQW$JUHHPHQWGRHVQRWDOWHUWKHUDWHGHVLJQRUUHYHQXHUHTXLUHPHQWDSSURYHG
LQ'HFLVLRQ ³'´ 
7KH3DUWLHVDJUHHWRXVHWKHLUEHVWHIIRUWVWRREWDLQ&RPPLVVLRQDSSURYDORIWKH3KDVH$
6HWWOHPHQW$JUHHPHQW7KH3DUWLHVVKDOOUHTXHVWWKDWWKH&RPPLVVLRQDSSURYHWKH3KDVH$
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6HWWOHPHQW$JUHHPHQWZLWKRXWFKDQJHDQGILQGWKH3KDVH$6HWWOHPHQW$JUHHPHQWWREH
UHDVRQDEOHFRQVLVWHQWZLWKWKHODZDQGLQWKHSXEOLFLQWHUHVW


%$&.*5281'
3KDVHRIWKLVSURFHHGLQJDGGUHVVHVWZRLVVXHV $ DQDQQXDOFRQVXPSWLRQWUXHXSSLORW

SURJUDP $QQXDO&RQVXPSWLRQ3LORW3URJUDP ³$&33´ &RQVXPSWLRQ$GMXVWPHQW0HFKDQLVP
³&$0´ IRUWKH0RQWHUH\&RXQW\'LVWULFWDQG % &DO$P¶VDGPLQLVWUDWLRQRILWVDOORWPHQW
EDVHGUHVLGHQWLDOWDULIIVIRUWKH0RQWHUH\&RXQW\'LVWULFW,QDGGLWLRQWRWKH3KDVH$6HWWOHPHQW
$JUHHPHQWKHUHWKH3DUWLHVVXEPLWWHGDVHSDUDWHVHWWOHPHQWDJUHHPHQWWRDGGUHVVWKHLVVXHVLQ
3KDVH%


6800$5<2)6(77/0(17
7KLV3KDVH$6HWWOHPHQW$JUHHPHQWDGGUHVVHVWKHILUVWRIWKHLVVXHVWREHDGGUHVVHGLQ

3KDVHRIWKLVSURFHHGLQJ $ DQDQQXDOFRQVXPSWLRQWUXHXSSLORWSURJUDP $QQXDO
&RQVXPSWLRQ3LORW3URJUDP ³$&33´ &RQVXPSWLRQ$GMXVWPHQW0HFKDQLVP ³&$0´ IRUWKH
0RQWHUH\&RXQW\'LVWULFW7KH3DUWLHVUHFRJQL]HWKHVXEVWDQWLDOUHFRUGWKDWKDVDOUHDG\EHHQ
GHYHORSHGLQ3KDVHDQG3KDVHRIWKLVSURFHHGLQJDQGEHOLHYHWKDWWKLVUHFRUGLVVXIILFLHQWWR
MXVWLI\WKHVHWWOHPHQWWHUPVEHORZ


3+$6($±$118$/&2168037,21758(833,/27352*5$0


2YHUYLHZ



&DO$PSURYLGHVPHWHUHGZDWHUVHUYLFHWRDSSUR[LPDWHO\

FXVWRPHUVLQLWV0RQWHUH\0DLQV\VWHPZKLFKLVFRPSULVHGRIWKH0RQWHUH\0DLQV\VWHP
+LGGHQ+LOOV5\DQ5DQFKDQG%LVKRS&XUUHQWO\DOO0RQWHUH\&RXQW\'LVWULFWZDWHUFXVWRPHUV
DUHELOOHGRQDPRQWKO\EDVLV7KH3KDVH$6HWWOHPHQW$JUHHPHQWSURYLGHVWKHLPSOHPHQWDWLRQ
GHWDLOVIRUWKH$&33&$0FRYHULQJUHVLGHQWLDODQGQRQUHVLGHQWLDOFXVWRPHUVLQWKH0RQWHUH\
0DLQV\VWHPVXEMHFWWR:DWHU5HYHQXH$GMXVWPHQW0HFKDQLVP ³:5$0´ 0RGLILHG&RVW
%DODQFLQJ$FFRXQW ³0&%$´ WUXHXSV


'XHWRFRQWLQXLQJVXSSO\FRQVWUDLQWVDQGXQH[SHFWHGO\ODUJHYDULDQFHVLQ

FRQVXPSWLRQIRUHFDVWVSDUWLHVUHTXHVWDUHOLDEOHDQGWLPHO\SURFHVVIRUDGMXVWLQJWKHDXWKRUL]HG
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FRQVXPSWLRQDQGSURGXFWLRQIRUHFDVWVIRUHDFKDQQXDOHVFDODWLRQDQGDWWULWLRQ\HDULQ0RQWHUH\
VRWKDWWKHUDWHVGHYHORSHGIRUWKRVHDQQXDOSHULRGVHQVXUHWKHOLNHOLKRRGWKDWFRQVHUYDWLRQUDWHV
ZLOOFROOHFWWKHDQQXDODXWKRUL]HGUHYHQXHUHTXLUHPHQWDQG:5$00&%$EDODQFHVZLOOEH
PRGHUDWHG3DUWLHVEHOLHYHWKDWXWLOL]LQJDPRUHFXUUHQWFRQVXPSWLRQIRUHFDVWFRXOGDOORZ
FXVWRPHUVWREHWWHUEXGJHWWKHLUDQQXDOZDWHUFRVWVSURYLGHWKHULJKWSULFLQJVLJQDOVVRWKDWDOO
FRQVHUYDWLRQDQGXVHUHVWULFWLRQVLJQDOVDUHWLPHO\DQGFRQVLVWHQWO\SURYLGHGWRFXVWRPHUV
DGGUHVVLQWHUJHQHUDWLRQDOHTXLW\FRQFHUQVLQWKHWLPHO\UHFRYHU\RIFRVWVLQUDWHVDQGORZHUUDWHV
WRFXVWRPHUVE\VKRUWHQLQJWKHSHULRGWKDWDFFRXQWVDFFUXHLQWHUHVW7KHSURFHVVWKDWLVGHILQHG
LQWKLV3KDVH$6HWWOHPHQW$JUHHPHQWLVWDLORUHGWRWKHXQLTXHDQGFRPSOH[LVVXHVLQ0RQWHUH\


1HHGIRU$&33&$0



3DUWLHVVXSSRUWWKH$&33&$0EHFDXVHRIXUJHQWQHHGVWRDGGUHVVWKH

WLPHO\UHFRYHU\RIWKH:5$0EDODQFHVLQ0RQWHUH\ZKLFKKDYHEHHQLPSDFWHGE\WKHOHJDODQG
UHJXODWRU\UHVWULFWLRQVRQ&DO$P¶VZDWHUVXSSO\WKDWVWHPIURPWKH6WDWH:DWHU5HVRXUFHV
&RQWURO%RDUG ³6:5&%´ 2UGHU1R:5DVXSHULRUFRXUWGHFLVLRQLQWKH6HDVLGH
*URXQG:DWHU%DVLQDGMXGLFDWLRQLQDQGILQDOO\WKH6:5&%2UGHU1R:5D
&HDVHDQG'HVLVW2UGHU ³&'2´ LVVXHGLQ


3DUWLHVEHOLHYHWKDWLWLVUHDVRQDEOHWRXVHWKHODWHVWDQQXDOFRQVXPSWLRQ

QXPEHUVLQ0RQWHUH\EHFDXVHWKHXVDJHLVXQSUHGLFWDEOHGXHWRDJJUHVVLYHFRQVHUYDWLRQ
DFWLYLWLHVDQGWLHUHGSULFLQJDQGWKHUHKDVEHHQDFRQWLQXDOXQSUHGLFWDEOHGHFOLQHLQXVDJHDQG
XVDJHSHUFXVWRPHURQWKH0RQWHUH\3HQLQVXOD3DUWLHVVXSSRUWWKHQHHGWRDGMXVWRYHUDOO
FRQVXPSWLRQEXWHTXDOO\RUSHUKDSVPRUHLPSRUWDQWO\WRDGMXVWWKHFRQVXPSWLRQE\WLHU
EHFDXVHRIWKHXQLTXHUDWHGHVLJQDQGWKHDPRXQWRIUHYHQXHWKDWLVUHFRYHUHGLQWKHXSSHUWLHUV
LQ0RQWHUH\


7KH3DUWLHVDJUHHWKDWDQ\OHJDORUFRXUWRUGHUHGUHGXFWLRQVWKDWDUH

SURVSHFWLYHO\WRWDNHSODFHZLWKLQWKHWLPHSHULRGRIWKHSURMHFWLRQVGHYHORSHGLQWKHDQQXDO
$&33&$0ILOLQJPXVWEHFRQVLGHUHGDQGWKHWRWDODQQXDOSURGXFWLRQIRUWKHDQQXDOSURMHFWHG
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SHULRGPXVWEHOLPLWHGWRWKHPD[LPXPSURGXFWLRQDOORZHGXQGHUDQ\FXUUHQW&'2DQGEDVLQ
DGMXGLFDWLRQ


3DUWLHVVXSSRUWWKH$&33&$0LQ0RQWHUH\EHFDXVHRIWKHVWULFWXVH

UHVWULFWLRQVDQGWKHDPHQGHG&'2GHDGOLQHZKLFKZLOOFRQWLQXHWRSODFHGRZQZDUGSUHVVXUHRQ
DQGUHTXLUHVWULFWGHPDQGOLPLWVLQWKHIXWXUH3DUWLHVVXSSRUWWKH$&33&$0LQ0RQWHUH\
EHFDXVHWKHVXFFHVVIXOILQDQFLQJRIWKH0RQWHUH\3HQLQVXOD:DWHU6XSSO\3URMHFW ³03:63´ 
$SSOLFDWLRQ ³$´  FRXOGEHQHILWIURPPRUHVWDEOHUHYHQXH7KHLGHQWLILHGIXQGLQJ
PHFKDQLVPVIRUWKH03:63LQFOXGLQJ6XUFKDUJH6WDWH5HYROYLQJ)XQGV ³65)´ DQGWKH
VHFXULWL]HGGHEWDOOUHO\RQWKHWLPHO\FROOHFWLRQRIDXWKRUL]HGUHYHQXH8QSUHGLFWDELOLW\LQWKH
WLPHO\UHFRYHU\RIUHYHQXHFDQEHDFRQFHUQIRUFDSLWDOPDUNHWVDQGPD\UHVXOWLQORZHUFUHGLW
UDWLQJVRUZRUVH±WKHLQDELOLW\WRXVHVRPHRUDOORIWKHLQQRYDWLYHILQDQFLQJWRROVLGHQWLILHGIRU
WKHZDWHUVXSSO\SURMHFWLQRUGHUWRKROGGRZQFRVWVWRUDWHSD\HUV


$SSOLFDELOLW\



7KH$&33&$0FRYHUVUHVLGHQWLDODQGQRQUHVLGHQWLDOFXVWRPHUVLQWKH

0RQWHUH\0DLQV\VWHPVXEMHFWWR:5$00&%$WUXHXSVZKLFKLQFOXGHV5\DQ5DQFK%LVKRS
DQG+LGGHQ+LOOVEXWH[FOXGHVWKHVDWHOOLWHV\VWHPVRI7RUR$PEOHU3DUN5DOSK/DQH*DUUDSDWD
DQG&KXDODU7KH$&33&$0ZRXOGDSSO\WRPRVWPHWHUHGFXVWRPHUVLQWKHVHDUHDVRQO\ 
7KHSURSRVHG$&33&$0LVDSLORWSURJUDPOLPLWHGWRWKH0RQWHUH\&RXQW\'LVWULFWDQGLV
DSSURSULDWHWRDGGUHVVWKHXQLTXHLVVXHVIDFLQJ&DO$P¶V0RQWHUH\&RXQW\'LVWULFW7KH
$&33&$0DJUHHGWRLQWKLVVHWWOHPHQWZLOOEHHYDOXDWHGLQWKHJHQHUDOUDWHFDVH ZLWK
UDWHVHIIHFWLYH-DQXDU\ IROORZLQJWKHFXUUHQWJHQHUDOUDWHFDVH $ :KHQLW
EHFRPHVDYDLODEOH&DO$PZLOOSURYLGHWKHDFWXDOFRQVXPSWLRQGDWDIRUWKHILUVWIXOO\HDU
IROORZLQJWKHLPSOHPHQWDWLRQRIWKH$&33&$0WR25$IRUWKDWHYDOXDWLRQ

,WZRXOGQRWDSSO\WRFXVWRPHUVZKRDUHELOOHGXQGHUUDWHVDQGWDULIIVQRWVXEMHFWWRWUDFNLQJDQG

UHYHQXHDGMXVWPHQWXQGHUD:5$00&%$PHFKDQLVPVXFKDVUHVDOHFXVWRPHUVDQGRURWKHUVSHFLDOXVH
FXVWRPHUV
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7KHFXUUHQWWDULIIVKHHWVWKDWZRXOGEHZKROO\RUSDUWLDOO\FRYHUHGXQGHU

WKH$&33&$0LQFOXGHWKRVHOLVWHGLQWKHWDEOHEHORZIRU&DO$P¶V0RQWHUH\&RXQW\'LVWULFW
DQGLQFOXGHV*HQHUDO0HWHUHG6HUYLFHIRUWKHUHVLGHQWLDOPL[HGXVHDQGPRVWQRQUHVLGHQWLDO
FXVWRPHUV

02

0RQWHUH\&RXQW\
'LVWULFW7DULII$UHD

*HQHUDO0HWHUHG
6HUYLFH

5HVLGHQWLDO
&XVWRPHUV

&$/,5$

&DOLIRUQLD$PHULFDQ *HQHUDO0HWHUHG
:DWHU/RZ,QFRPH
6HUYLFH
5DWHSD\HU$VVLVWDQFH
3URJUDP

0RQWHUH\/RZ
,QFRPH5HVLGHQWLDO
&XVWRPHUV

0208

0RQWHUH\&RXQW\
'LVWULFW7DULII$UHD

*HQHUDO0HWHUHG
6HUYLFH

0L[HG8VH
&XVWRPHUV

02&

0RQWHUH\&RXQW\
'LVWULFW7DULII$UHD

*HQHUDO0HWHUHG
6HUYLFH

1RQ5HVLGHQWLDO
&XVWRPHUV




3URFHVV

7KH3DUWLHVDJUHHWKDWWKLVSURFHVVZRXOGDSSO\WRPRVWFXVWRPHUVLQWKHWKUHHELOOLQJ
FODVVLILFDWLRQVLQWKH0RQWHUH\0DLQ6\VWHP%LVKRS+LGGHQ+LOOVDQG5\DQ5DQFKDUHDV7KH
3DUWLHVDJUHHWKDWWKH$&33&$0ZRXOGDGMXVWUDWHVRQDSURVSHFWLYHEDVLVWKURXJKWKH
IROORZLQJSURSRVHGSURFHVV


&DO$PZRXOGEHUHTXLUHGWRILOHDQDQQXDO7LHUDGYLFHOHWWHURQRU

EHIRUH1RYHPEHU7KHDGYLFHOHWWHUZRXOGSURYLGHWKHDFWXDOUHFRUGHGFRQVXPSWLRQDQGOHJDO
DQGFRXUWRUGHUHGSURGXFWLRQOLPLWDWLRQVIRUWKH0RQWHUH\0DLQV\VWHPFXVWRPHUFODVVHVWKDWDUH
FRYHUHGE\WKHSURFHVVGHILQHGDQGGHWDLOHGLQWKLVVHWWOHPHQW)XUWKHUWKHLQIRUPDWLRQSURYLGHG
ZLOOEHPRQWKO\GDWDE\DIIHFWHGFODVVLILFDWLRQDQGE\WLHUIURP2FWREHURIWKHSULRU\HDU
WKURXJK6HSWHPEHURIWKHFXUUHQW\HDU7KLVGDWDZLOOEHH[DFWO\WKHVDPHGDWDDVZLOOEH
SUHVHQWHGLQWKHDQQXDOUHTXLUHG:5$00&%$UHSRUWWKDWLVUHTXLUHGWREHILOHGRQDQDQQXDO
EDVLV
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:LWKDSSURYDORIWKH7LHUDGYLFHOHWWHUE\WKH&RPPLVVLRQ¶V:DWHU

'LYLVLRQD7LHUDGYLFHOHWWHUZRXOGEHILOHGWRLPSOHPHQWQHZUDWHVRQ-DQXDU\RIWKH
VXEVHTXHQW\HDU


7KLVFRQVXPSWLRQDQGSURGXFWLRQGDWDZRXOGWKHQUHSODFHWKHDGRSWHG

TXDQWLWLHVEHJLQQLQJ-DQXDU\RIWKHVXEVHTXHQW\HDUDQGZRXOGEHXVHGIRUIXWXUHUDWH
DGMXVWPHQWVLQFOXGLQJDOODQQXDOVWHSDQGRIIVHWILOLQJVLQWKDWFDOHQGDU\HDUXQWLOWKHDGRSWHG
TXDQWLWLHVDUHXSGDWHGWKHIROORZLQJ\HDU


&RQVXPSWLRQ'DWD



&XUUHQWUDWHVDUHEDVHGRQWKHDGRSWHGDYHUDJHDQQXDOFRQVXPSWLRQDV

GHWHUPLQHGLQ'7KHVHFXUUHQWUDWHVDUHWREHPRGLILHGE\WKHXVHRIDFWXDO
FRQVXPSWLRQGDWDE\UDWHFODVVDQGE\WLHUDVRUGHUHGLQ'7KLVZRXOGLQFOXGHWKH
XVHRIFRQVXPSWLRQE\WLHUE\FXVWRPHUFODVVLILFDWLRQIRUUHVLGHQWLDOFXVWRPHUVDQGE\GLYLVLRQ
IRUQRQUHVLGHQWLDOFXVWRPHUV)RUH[DPSOHQHZ7DULIIVILOHGE\&DO$PSHU$GYLFH/HWWHU
ZLWKDSURSRVHGHIIHFWLYHGDWHRI0DUFKZLOOUHIOHFWFRQVXPSWLRQGDWDE\UDWHFODVV
DQGE\WLHUFRQVLVWHQWZLWK'


3URSRVHGUDWHVLQWKHHVFDODWLRQDQGDWWULWLRQ\HDU HJDQGRI

WKHFXUUHQWJHQHUDOUDWHFDVH $ ZRXOGEHEDVHGRQWKHDFWXDOUHFRUGHGFRQVXPSWLRQ
DQGFRQVXPSWLRQE\WLHUIRUUHVLGHQWLDODQGE\GLYLVLRQIRUQRQUHVLGHQWLDOFXVWRPHUVIRUWKH
PRQWKSHULRGHQGHG6HSWHPEHUXQOHVVVXFKUHFRUGHGFRQVXPSWLRQLVJUHDWHUWKDQWKHFRXUW
RUGHUHGRUOHJDOO\UHVWULFWHGOLPLWVWREHLQSODFHGXULQJWKHSURMHFWHGSHULRGLQZKLFKFDVHWKH
SURGXFWLRQOLPLWZLOOEHVHWDWWKHPD[LPXPOLPLWDWLRQVRIWKHFRXUWRUGHUDQGOHJDOUHVWULFWLRQV
6HH$SSHQGL[%IRUWKHVDPSOHFDOFXODWLRQ 


$SSHQGL['HVFULSWLRQV



$SSHQGL[$SURYLGHVDOLVWRIDOOGHWDLOHGFXVWRPHUFODVVLILFDWLRQVWKDWZLOO

EHVXEMHFWWRWKHDQQXDOWUXHXSSURFHVV


$SSHQGL[%SURYLGHVDVDPSOHFDOFXODWLRQRIKRZWKH$&33&$0ZRXOG

ZRUNWRHVWDEOLVKUDWHVIRUWKHVXEVHTXHQW\HDUEDVHGRQWKHUHFRUGHGFRQVXPSWLRQIRUWKH
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SUHYLRXVPRQWKSHULRGHQGLQJRQ6HSWHPEHUSULRUWRWKHDQQXDOSHULRGLQZKLFKWKHFXUUHQW
DGMXVWPHQWLVWREHHIIHFWLYHIRU5DWH6FKHGXOH02&$/,5$ IRU0RQWHUH\ 0208DQG
02&IRUDSSOLFDEOHUHVLGHQWLDOPL[HGXVHDQGQRQUHVLGHQWLDOFXVWRPHUVUHVSHFWLYHO\


$SSHQGL[&SURYLGHVDVDPSOHFDOFXODWLRQRIKRZWKH$&33&$0ZRXOG

ZRUNWRHVWDEOLVKWKHDSSURSULDWHOHYHORIFRQVXPSWLRQIRUWKHVXEVHTXHQW\HDUEDVHGRQ
SURGXFWLRQOLPLWDWLRQVIRUWKHSURVSHFWLYHDQQXDOSHULRGLQZKLFKWKHFXUUHQWDGMXVWPHQWLVWREH
HIIHFWLYHIRU5DWH6FKHGXOH020208DQG02&IRUDSSOLFDEOHUHVLGHQWLDOPL[HGXVH
DQGQRQUHVLGHQWLDOFXVWRPHUVUHVSHFWLYHO\ 


$SSHQGL['SURYLGHVDVDPSOHFDOFXODWLRQRIKRZWKH$&33&$0ZRXOG

DGMXVWYROXPHWULFEDVHGVXUFKDUJHVIRUWKHVXEVHTXHQW\HDUEDVHGRQUHFRUGHGFRQVXPSWLRQIRU
WKHSUHYLRXVPRQWKSHULRG


7UDFNLQJDQG&KDQJHV



3DUWLHVDJUHHWKDW&DO$PZLOOWUDFNWKHLQFUHPHQWDOGLIIHUHQFHEHWZHHQ

WKHUHYHQXHWKDWVKRXOGEHFROOHFWHGLQDJLYHQ\HDUXQGHUWKH$&33&$0DQGWKHLQFUHPHQWDO
DFWXDOUHYHQXHVFROOHFWHG


3DUWLHVDJUHHWKDW&DO$PZLOOWUDFNWKHLQFUHPHQWDOGLIIHUHQFHEHWZHHQ

WKHSURGXFWLRQFRVWVWKDWZHUHDXWKRUL]HGLQDJLYHQ\HDUXQGHUWKH$&33&$0DQGWKHDFWXDO
SURGXFWLRQFRVWVWKDWZHUHLQFXUUHGLQWKDW\HDU


7KH3DUWLHVDJUHHWKDWDQ\FRQVXPSWLRQEDVHGVXUFKDUJHVWKDWDUHLQSODFH

LQWKH0RQWHUH\0DLQV\VWHPDVGHILQHGDERYHZLOOEHUHFDOFXODWHGWRWDNHLQWRDFFRXQWWKHQHZ
DQQXDOFRQVXPSWLRQIRUHFDVWUHVXOWLQJWKURXJKWKH$&33&$0


1RWLFH



7KH3DUWLHVDJUHHWKDW&DO$PZLOOSURYLGHQRWLILFDWLRQVWRDOODIIHFWHG

FXVWRPHUVLQWKH0RQWHUH\&RXQW\'LVWULFWLQFOXGLQJDGHVFULSWLRQRIWKH$&33&$0DQGZLOO
FRQGXFWFRPPXQLW\RXWUHDFKWRH[SODLQKRZWKH$&33&$0FKDQJHVDIIHFWFXVWRPHUV&DO$P
DJUHHVWKDWLWZLOOQRWLI\25$DQG03:0'RILWVHIIRUWVWRQRWLI\LWVFXVWRPHUV
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(PROPOSED DECISION)

 7KH3DUWLHVDJUHHWKDWWKH&RPSDQ\ZLOOSURYLGHDQDQQXDOQRWLFHWRFXVWRPHUVRI
WKHHIIHFWRQUDWHVRIDQ\FKDQJHVWKDWRFFXUDVDUHVXOWRIWKHDQQXDOFRQVXPSWLRQDGMXVWPHQW
PDGHHIIHFWLYHGXHWRWKH$&33&$0
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%\V

5LFKDUG6YLQGODQG9LFH3UHVLGHQWRI
2SHUDWLRQV

)RU&DOLIRUQLD$PHULFDQ:DWHU&RPSDQ\


%\V
'DYLG6WROGW*HQHUDO0DQDJHU

)RU0RQWHUH\3HQLQVXOD:DWHU0DQDJHPHQW
'LVWULFW



(PROPOSED DECISION)

%\V
(OL]DEHWK(FKROV'LUHFWRU

)RU2IILFHRI5DWHSD\HU$GYRFDWHV

%\V
%RE0F.HQ]LH:DWHU,VVXHV&RQVXOWDQW

)RU&RDOLWLRQRI3HQLQVXOD%XVLQHVVHV
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(PROPOSED DECISION)

%\V
5LFKDUG6YLQGODQG9LFH3UHVLGHQWRI
2SHUDWLRQV
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%\V
(OL]DEHWK(FKROV'LUHFWRU

)RU2IILFHRI5DWHSD\HU$GYRFDWHV

%\V
'DYLG6WROGW*HQHUDO0DQDJHU

)RU0RQWHUH\3HQLQVXOD:DWHU0DQDJHPHQW
'LVWULFW

%\V
%RE0F.HQ]LH:DWHU,VVXHV&RQVXOWDQW

)RU&RDOLWLRQRI3HQLQVXOD%XVLQHVVHV
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%\V
5LFKDUG6YLQGODQG9LFH3UHVLGHQWRI
2SHUDWLRQV

(PROPOSED DECISION)

%\V
(OL]DEHWK(FKROV'LUHFWRU
)RU2IILFHRI5DWHSD\HU$GYRFDWHV

)RU&DOLIRUQLD$PHULFDQ:DWHU&RPSDQ\

%\V
'DYLG6WROGW*HQHUDO0DQDJHU

%\V
%RE0F.HQ]LH:DWHU,VVXHV&RQVXOWDQW

)RU0RQWHUH\3HQLQVXOD:DWHU0DQDJHPHQW
'LVWULFW

)RU&RDOLWLRQRI3HQLQVXOD%XVLQHVVHV
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CALIFORNIAAMERICANWATERCOMPANY
0217(5(<&2817<',675,&7 $

APPENDIXA:LISTOFCUSTOMERCLASSIFICATIONSSUBJECTTOANNUALTRUEͲUPPROCESS
ByCustomerClass
ResidentialSingleFamily(includinglowincome)1
ResidentialMultiͲFamily
NonͲResidential(includingcommercial,irrigation,publicauthority,industrial,golf,industrial)
MixedUse
BySystem
MonteryMain(includingBishop,HiddenHills,RyanRanch)

CustomerClasses/SystemsnotSubjecttotheCAM
Resale
Construction
OtherSpecialUse
RalphLane
Chualar
Garrapata
Ambler
Toro
1

Lowincomecustomersareincludedastheyarebilledatregularratesforrevenuerequirement
purposeswiththediscountapplied
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CALIFORNIA AMERICAN WATER COMPANY
MONTEREY COUNTY DISTRICT (A.15-07-019)
APPENDIX B: CONSUMPTION ADJUSTMENT MECHANISM (CAM) EXAMPLE
Note: Based on Actual October 1, 2015 - through - September 30, 2016 recorded data
Single Family Residential Consumption by Tier(1)

tens of cfs
Tier 1
Tier 2
Tier 3
Tier 4
Tier 5
Total

Recorded
Adopted Calendar 10/1/15 - 9/30/16
(1)(5)
Yr 2017 (3)(4)
12,056,752
11,757,894
5,108,628
4,459,438
2,343,724
1,857,813
931,618
727,524
756,024
653,904
21,196,747
19,456,572

% Change
-2.5%
-12.7%
-20.7%
-21.9%
-13.5%

Multi-Family Residential Consumption by Tier
Recorded
Adopted Calendar 10/1/15 - 9/30/16
(5)
Yr 2017 (3)(4)
% Change
tens of cfs
Tier 1
3,379,682
3,519,069
4.1%
Tier 2
1,750,449
1,613,518
-7.8%
Tier 3
472,893
372,768
-21.2%
Tier 4
280,855
240,407
-14.4%
Tier 5
178,701
379,024
112.1%
Total
6,062,580
6,124,785

Non-Residential Consumption by Division

tens of cfs
Division 1
Division 2
Division 3
Division 4

System Total(2)

Adopted Calendar
Recorded
Yr 2017 (3)
10/1/15 - 9/30/16
6,728,655
9,895,738
42,867
1,012,869
8,262,946
1,587,054
503,034
501,535
15,537,502
12,997,196

42,796,829

% Change
47.1%
2262.8%
-80.8%
-0.3%

38,578,554

1) Includes low income
2) Includes Monterey Main, Bishop, Ryan Ranch, Hidden Hills
3) This ia actual recorded data for October 2015 - September 2016
4) Tier Data has been adjusted to correspond to usage per block under rate design adopted in D.1612-003
5) This is actual recorded data for the period and has been adjusted to correspond to the
necessary data by block adopted by the new rate design approved in D.16-12-003

Variable Cost Reduction

Consumption Percentage Changes
Residential
Multi-Residential
Non-Residential

ASR Prodiction Requirements

Variable Cost Reduction

RATE

(2)

(3)

(2)

(1)

Difference

0.483037

UNDER
D.16-12-003
4,679,143
2,260,200

$

203,758

0.483037

Based on Cons as for
10/1/15-9/30/16
4,257,315
2,056,442

$

203,758

The percentage figures shown in this example
are determined by the change in usage as shown on page 1
of this Appendix
This amount is the total reduction necessary to capture the
change in variable costs due to the change in production

100.00%

(3)

(PROPOSED DECISION)

The total authorized production includes production from
ASR Wells that have to be included in determining
Purchased Power Costs
Percentage of Change
41.25% $
84,056.91
-1.47% $
(3,004.74)
60.22% $
122,706.21

399460

0.483037

UNDER
(1)
D.15-04-007
4,768,262
2,303,248

CALIFORNIA AMERICAN WATER COMPANY
MONTEREY COUNTY DISTRICT (A.15-07-019)
APPENDIX B: CONSUMPTION ADJUSTMENT MECHANISM (CAM) EXAMPLE
PRODUCTION COST ADJUSTMENT

Total Authorized Production
Authorized Power Cost

A.15-07-019 ALJ/GW2/lil
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The rate shown here is the result of the goal seek function in Excel. The goal seek function works by finding the rate that, when multiplied by the various percentage factors for each block result in meeting the target quantity amount
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1)

volumetric rates change
as a function of the
adjusted consumption

no change to meter
calculation under the CAM

(PROPOSED DECISION)
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The rate shown here is the result of the goal seek function in Excel. The goal seek function works by finding the rate that, when multiplied by the various percentage factors for each
block result in meeting the target quantity amount
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46,727,713

Production Limit

Production Limits for 2015

Production Limit

Sand City Desal
Carmel River

Seaside Basin

(3) (4)

TOTAL ACTUAL CONSUMPTION PLUS
AUTHORIZED NON-REVENUE WATER (5)

TOTAL

Bishop/Hidden Hills/Ryan Ranch

Monterey Main

Non-Residential

Multi-Residential

Residential

Latest Usage as Shown in Appendix B Page 1

10 CF

10 CF

-

46,727,713

1,237,104
35,376,165

10,114,444

44,142,554

5,564,000

159,000

5,405,000

38,578,554

12,997,196

6,124,785

19,456,572

10 CF

791,006

Production Limitation

43,351,548

Necessary Reduction to CAM Level of
97.950% Consumption

Revised to Consider Production Limits (7)
Residential
Multi-Residential
Non-Residential
TOTAL
Non-Revenue Water
Production

19,456,572
6,124,785
12,997,196
38,578,554
5,564,000
44,142,554

10 CF

-

43,351,548

19,057,639
5,999,204
12,730,705
37,787,548
5,564,000
43,351,548

Production Limit

Sand City Desal
Carmel River (6)

Seaside Basin

EXEMPLAR Production Limitations

TOTAL ACTUAL CONSUMPTION PLUS
AUTHORIZED NON-REVENUE WATER (5)

TOTAL

Bishop/Hidden Hills/Ryan Ranch

Monterey Main

Non-Residential

Multi-Residential

Residential

Latest Usage as Shown in Appendix B Page 1

10 CF

10 CF

791,006

43,351,548

1,237,104
32,000,000

10,114,444

44,142,554

5,564,000

159,000

5,405,000

38,578,554

12,997,196

6,124,785

19,456,572

(PROPOSED DECISION)

2) In the case of this example, the prodcution limits are noted in D.15-04-007 , on page 534 of Attachment A - the Adopted Settlement Agreement. It should be noted that only the values do not include any usage or non-revenue water for Chualar,
Ralph Lane, Toro, Garrapata or Ambler.
3) Production Limits are provided in the legal and SWRCB documents and for the rate case are presented in Chapter 3 Table 14
4) In the Case of the authoriozed levels of Production and Production limitations - the actual authorized is lower than the Prodcution limitations
5) In the case of actual use data and production limitations, the actual usage plus authorized non-reveue water is less than the production limitations
6) This change in production limitations is shown as an example only. This process must be gone through in each CAM filing to cover changes to production limits that may occur in the future.

1) Based on the above determination that shows the production limit is less than the prior 12 month recorded amounts, These production limits are the amounts that would be used in the CAM for Escalation or Attrition Year purposes
to insure that Production Limitation is not exceeded in the development of Projected Test Period sales forecasts

Necessary Reduction to CAM Level of
Consumption

Production Limitation

Per Above
Residential
Multi-Residential
Non-Residential
TOTAL
Non-Revenue Water
Production

Latest Usage as Shown in Appendix B Page 1

CONSUMPTION ESTIMATE TO BE USED IN CAM IF THE ACTUAL PRODUCTION IN THE RECORDED PERIOD IS GREATER THAN LEGAL/REGULATORY LIMITATIONS

-

1,237,104
35,376,165

Sand City Desal
Carmel River

Projection of Production Over Production
Limitations

10,114,444

Production Limits for 2015

48,360,829

5,564,000

159,000

5,405,000

Seaside Basin

(3) (4)

TOTAL AUTHORIZED PRODUCTION

TOTAL

Bishop/Hidden Hills/Ryan Ranch

Monterey Main

Non-Revenue Water

42,796,829

565,000

TOTAL

360,000

2,719,000

11,893,502

6,062,580

21,196,747

Golf Course

10 CF

10 CF

Industrial

Public Authority

Commercial

Multi-residential

Residential

Authorized Consumption (Escalation Year)

PRODUCTION COMPARISON NECESSARY FOR CAM
Latest Authorized Prodcution Limits as Adopted (2)

Note: Figures shown may be for illustrative purposes only(1)
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(PROPOSED DECISION)
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1RWH7KHIROORZLQJVFKHGXOHLVPHDQWWRGHPRQVWUDWHKRZWKH&$0ZRXOGDGMXVWVXUFKDUJHVHPEHGGHGLQWKHEDVHUDWHV7KH
QXPEHUVSUHVHQWHGDUHIRULOOXVWUDWLYHSXUSRVHVRQO\DQGGRQRWQHFHVVDULO\UHIOHFWWKHILQDORXWFRPHRIDGHFLVLRQLQWKLV
SURFHHGLQJRURWKHUVXEPLWWDOVEHIRUHWKH&RPPLVVLRQ7KHDSSURDFKEHORZZRXOGEHDSSOLHGWRHDFKRIWKHVXUFKDUJHVWKDW
DUHHPEHGGHGLQ&$: VEDVHUDWHVDWWKHWLPHWKH&$0LVDVVHVVHG

35(9,286/<$'237('6$1&/(0(17('$0685&+$5*(
6WDQGDUG&RPSRQHQWV

%ORFN

%ORFN
%ORFN
%ORFN
%ORFN
%ORFN

&RQVXPSWLRQ
FIV

727$/
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(3)

6$1&/(0(17('$081'(5&2168037,21$'-8670(170(&+$1,60
6WDQGDUG&RPSRQHQWV
&RQVHUYDWLRQ5DWH'HVLJQ

%ORFN
%ORFN 
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%ORFN
%ORFN
%ORFN

$GMXVWHG
&RQVXPSWLRQ
FIV
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5HYHQXHV






)DFWRU
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6&'
4QW\6XUFKDUJH













 4QW\5DWH7DUJHW

(3)


727$/685&+$5*(

1) Recovery of San Clemente Dam as a volumetric surcharge was approved in Advice Letters 955 and 968.
2) The San Clemente Dam surcharge is currently not assessed on Tier 1 consumption.
3) The rate shown here is the result of the goal seek function in Excel. The goal seek function works by finding the rate that,
when multiplied by the various percentage factors for each block (i.e. 150% for block 2, 350% fo rblock 3, etc.) will achieve
the revenue target of $7.6 million

(End of Attachment 1)
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