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DECISION AUTHORIZING GOLDEN STATE WATER COMPANY TO 
RECOVER COSTS RELATING TO THE  

NIPOMO SUPPLEMENTAL WATER PROJECT 
 

Summary 

This decision authorizes Golden State Water Company (Golden State) to 

increase rates for water service in the Santa Maria Customer Service Area by 

$391,000 or 2.9%, in order to recover costs associated with its participation in the 

Nipomo Supplemental Water Project (NSWP). 

This decision also approves the Joint Motion of Golden State and the Office 

of Ratepayer Advocates (ORA) to approve a settlement agreement that resolves 

all issues in this proceeding between Golden State and ORA.  Key terms of the 

settlement agreement other than the increase in rates mentioned above include 

treatment of costs associated with the NSWP as supply costs, recording of NSWP 
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costs in a balancing account, and the filing of Tier 2 advice letters for recovery of 

future construction costs. 

1. Background 

On November 16, 2015, Golden State Water Company (Golden State) filed 

Application (A.) 15-11-010 to request recovery of Golden State’s share of costs 

associated with the first phase of the Nipomo Supplemental Water Project 

(NSWP).  On this same day, Golden State filed Advice Letter 1642-W requesting 

authorization to establish a memorandum account to track Golden State’s share 

of costs associated with the first phase of the NSWP.  The Office of Ratepayer 

Advocates (ORA) protested Advice Letter 1642-W and the Water Division 

suspended the matter pending a decision in this proceeding. 

The NSWP is a project to serve demand in the Nipomo Mesa Management 

Area, which otherwise would have inadequate access to water.  The NSWP is 

operated by the Nipomo Community Services District (NCSD), which is 

responsible for billing Golden State for water supplied by the NSWP.  Golden 

State’s participation and recovery of costs associated the NSWP was authorized 

by the Commission in Decision (D.) 13-05-011 where the Commission authorized 

Golden State to participate in the construction and maintenance of the NSWP, to 

purchase water from the NSWP, and to request recovery of reasonable NSWP 

related capital costs, operation and maintenance costs, and purchased water 

costs, when such costs become known.  

The NCSD has completed Phase I of the NSWP and construction costs 

totaled $20,698,173.1  Phases II and III are currently being planned with cost 

                                              
1  Construction costs were actually $22,898,173 but the NCSD deducted $2.2 million in grant 
money that it obtained for the NSWP project.  
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estimates of $4,523,700 and $4,373,400, respectively. 

Golden State is requesting recovery of and authority to increase rates in its 

Santa Maria service territory by $391,900 or 2.9%, representing its share of costs 

associated with the first phase of the NSWP.  Golden State proposes that any 

future recovery of further NSWP costs, including Phase II and III costs, will be 

presented to the Commission in the context of a supply cost offset or in Golden 

State’s next general rate case proceeding. 

On December 18, 2015, ORA filed a protest to the application.  ORA 

disagreed with Golden State’s proposed methods for recovering future costs, and 

stated that the proposed methods are not consistent with the Commission’s order 

in D.13-05-011. 

A prehearing conference (PHC) was held on February 4, 2016, where the 

parties discussed the issues each believed were within the scope of the 

proceeding.  At the PHC, the parties disclosed that they were engaged in 

settlement discussions and expressed optimism at being able to arrive at a 

settlement.  The Parties convened a settlement conference beginning on 

February 16, 2016, with notice and opportunity to participate provided to all 

parties of record. 

On February 19, 2016, Golden State and ORA filed a joint motion to adopt 

a settlement agreement between the two parties.  The settlement (attached hereto 

as Attachment A) purports to resolve all issues raised by ORA in its protest. 

2. The NSWP 

Golden State is a public utility water corporation providing water service 

to customers within the Nipomo Mesa subject to Commission regulation.  

Golden State’s Santa Maria customer service area is located in the company’s 

Region 1 area, and is comprised of several non-contiguous water systems located 
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in the San Luis Obispo and Santa Barbara Counties.  The Santa Maria service area 

includes Orcutt, Nipomo, Tanglewood, Lake Marie, and Sisquoc water systems. 

The NCSD is an independent special district organized and operated 

pursuant to Government Code Section 61000, and provides water and related 

services within the NCSD boundary located in the southern portion of San Luis 

Obispo County, within an area generally referred to as the Nipomo Mesa. 

In 1997, the Santa Maria Water Conservation District sued Golden State 

and other parties, in order to adjudicate groundwater rights in the Santa Maria 

basin.2  The Santa Maria basin is a primary source of water for all of Golden 

State’s systems in the Santa Maria customer service area and, according to 

Golden State, the sole water supply for its Nipomo water system. 

After several years of litigation, a majority of the parties, including Golden 

State, settled the lawsuit through a stipulation that was approved by the trial 

court in 2005 (Stipulation).  The Stipulation included a determination of the 

water rights of parties in the Santa Maria basin, including Golden State’s right to 

rely on groundwater from the Santa Maria basin.  The Stipulation also sets forth 

that the NCSD will build the NSWP and procure incremental water supply from 

the NSWP to serve demand in the Nipomo Mesa Management Area, which 

otherwise, would have inadequate access to water.  Lastly, the Stipulation 

obligates Golden State to bear its proportionate share of NSWP-related costs,3 

                                              
2  Santa Maria Valley Water Conservation District v. City of Santa Maria, et al. (and related 
actions), Lead Case No. CV 770214, Superior Court of the State of California, County of Santa 
Clara.  

3  These costs include capital, operations and maintenance costs. 
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and to purchase a proportionate share of the Nipomo Supplemental Water4 to 

offset groundwater pumping in the Nipomo Mesa Management Area. 

The Commission approved Golden State’s request to enter into the above 

Stipulation in D.13-05-011,5 finding that the Stipulation was in the best interest of 

Golden State’s customers in the Santa Maria service area.  Thus, Golden State 

was authorized to participate in the construction and maintenance of the NSWP, 

and to purchase water from the NSWP pursuant to the Stipulation.6  Because 

these costs were not known at the time D.13-05-011 was issued, Golden State was 

directed to file an application to request recovery of reasonable NSWP related 

capital costs, operation and maintenance costs, and purchased water costs, once 

those costs were known.7  Thus, Golden State filed this application in order to 

recover its share of costs associated with the completion of the first phase of the 

NSWP. 

2.1. Rural Water Company’s Participation in the 
NSWP 

Rural Water Company (Rural) is a public utility water corporation that 

provides water service to its customers within the Nipomo Mesa area and is 

subject to Commission regulation. 

Similar to Golden State, Rural is also a party to the Stipulation and is 

likewise obligated to bear its proportionate share of NSWP-related costs and has 

to purchase a proportionate share of the Nipomo Supplemental Water. 

                                              
4  This water would be transported using the NSWP.  

5  See D.13-05-011 issued on May 9, 2013. 

6  D.13-05-011 Ordering Paragraph 44. 

7  D.13-05-011 Ordering Paragraph 45. 



A.15-11-010  ALJ/RL8/jt2 
 
 

 - 6 - 

On July 1, 2015, the Commission issued D.15-06-049 authorizing Golden 

State’s purchase of the water utility assets of Rural.  Additionally, D.15-06-049 

also authorized Rural’s participation in the Stipulation, including Rural’s 

participation in the construction and maintenance of the NSWP.  The 

Commission found that Rural’s participation in the Stipulation is reasonable and 

beneficial to its customers.8 

According to Golden State, its acquisition of Rural’s water utility assets 

was completed on October 14, 2015.  Thus, Golden State now bears all of Rural’s 

obligations and responsibilities, including Rural’s proportionate share of 

NSWP-related costs. 

3. Requested Settlement Agreement 

In this application, Golden State is requesting that the Commission 

authorize an increase of $391,900, or 2.9%, of its annual revenue requirement for 

the Santa Maria service territory, representing its share of costs associated with 

the first phase of the NSWP.  The requested increase includes Rural’s share of 

NSWP costs. 

In the settlement agreement between Golden State and ORA, the settling 

parties agree that the $391,900 amount established by the NCSD as Golden 

State’s annual share for Phase I of the NSWP is reasonable.  In addition, the 

settling parties agree that it is appropriate for Golden State to treat NSWP-related 

costs and charges as supply costs.  Thus, Golden State’s share of costs and 

obligations relating to the NSWP under the Stipulation will be passed through to 

                                              
8  D.15-06-049 at 19. 
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Golden State’s customers at the lowest possible cost to Golden State’s Santa 

Maria customers. 

The settlement also contemplates that Golden State be allowed to file a 

supply costs offset to address any future increase or decrease in NSWP costs, 

including Phase II and Phase III costs.  Golden State has an existing Modified 

Cost Balancing Account (MCBA) for the Santa Maria service area that tracks 

purchased power, purchased water and pump tax costs.  The settlement 

proposes that NSWP costs be recorded and tracked in Golden State’s MCBA, 

which is trued-up each year to reflect the difference between actual and adopted 

costs. 

The settling parties agree that future costs relating to the construction of 

Phases II and III of the NSWP, be recovered via the filing of the appropriate 

advice letter with the Commission, rather than through a separate application.  

Finally, the settling parties agree that if the Commission adopts Sections 7, 

8, and 9 of the Settlement Agreement, then Golden State will withdraw 

Advice Letter 1642-W.  (Settlement Agreement at Section II, para. 11.) 

4. Discussion 

As discussed in the PHC on February 4, 2016, and as stated in the 

Assigned Commissioner’s Scoping Ruling, the issues in this proceeding are 

limited to whether the amount requested by Golden State is its equitable share in 

NSWP-related costs and whether those costs are reasonable.  Other issues 

include the proper mechanism to recover future NSWP costs and whether there 

are any safety aspects that the Commission should consider.  It should be noted 

that any mention of Golden State’s NSWP-related costs includes Rural’s costs 

relating to the NSWP, following Golden State’s acquisition of all of Rural’s public 
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utility water assets and assumption of Rural’s obligations as authorized by D.15-

06-049. 

Questions and issues relating to Golden State’s participation in the 

Stipulation and whether Golden State has to pay its share of costs relating to the 

NSWP were resolved in D.13-05-011. 

As stated in the background section of this decision, the application was 

protested by ORA, but parties to the proceeding were able to reach a settlement 

agreement.   

A settlement under Rule 12.1(a)9 of the Rules of Practice and Procedure 

may be filed after the first PHC is held and within 30 days after the last hearing 

day.  In this case, hearings were not held and the joint motion to approve 

settlement agreement filed by Golden State and ORA on February 19, 2016, 

subsequent to the February 4, 2016 PHC, was timely filed.  

The proposed settlement involves all the parties to the proceeding and 

intends to fully resolve all issues raised by ORA in its protest.  Key terms of the 

settlement are discussed in Section 3 of this decision. 

4.1. Standard of Review 

The Commission will only approve settlements that are reasonable in light 

of the record as a whole, consistent with the law, and is in the public interest.  

And, in order for the Commission to consider any possible proposed settlement 

in this proceeding as being in the public interest, the Commission must be 

convinced that the parties had a sound and thorough understanding of the 
                                              
9  Rule 12.1(a) states that “Parties may, by written motion any time after the first pre-hearing 
conference and within 30 days after the last day of hearing, propose settlements on the 
resolution of any material issue of law or fact or on a mutually agreeable outcome to the 
proceeding…” 
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application and of all the underlying assumptions and data included in the 

record.  This level of understanding of the application and development of an 

adequate record is necessary to meet our requirements for considering any 

settlement.  In this regard, Golden State bears the burden of proof to show 

through a preponderance of the evidence that its requests are just and 

reasonable, and that the requested recovery of costs and increase in rates are fair 

and reasonable. 

4.2. NSWP Costs 

The settling parties agree that the cost for Golden State’s participation in 

the NSWP for the 2015-2016 fiscal year is $391,900,10 which is the same amount 

requested by Golden State in its application.  In order to pay for this cost, 

Golden State will increase its annual revenue requirement in the Santa Maria 

service area by $391,900. 

We find the amount proposed in the settlement agreement of $391,900, 

representing Golden State’s cost for participation in the NSWP for the 2015-2016 

fiscal year, to be reasonable and supported by the evidence.  

Golden State’s percentage share of NSWP costs is included in the 

Stipulation and according to information provided by the NCSD, Phase I costs 

for the NSWP totaled $22,898,173 with Golden State’s share of these costs being 

$391,900 for fiscal year 2015-2016.  Thus, the amount being recovered is simply 

what the NCSD is charging Golden State for participation in the NSWP.  This 

annual rate includes a pass through charge for supplemental water costs 

including operations, maintenance and administrative costs, and a fixed charge 

                                              
10  This amount includes Rural Water Co.’s participation in the NSWP. 
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based on the capital costs associated with Phase I amortized over 30 years.  ORA 

examined and reviewed Golden State’s responses to data requests and agrees 

with the figures presented in the settlement agreement and the amount of 

Golden State’s equitable share for Phase I of the NSWP costs.  

Based on the above, Golden State should be authorized to increase its 

annual revenue rate for the Santa Maria service area by $391,900. 

4.3. Treatment of NSWP as Supply Costs 

The settling parties also agree that treatment of NSWP costs as supply 

costs is appropriate.  We find this to be reasonable and should be adopted.  

According to Golden State, treatment of NSWP costs as supply csts, as opposed 

to including these costs in rate base, results in savings.  In addition, such 

ratemaking treatment of passing through costs associatd with the NSWP to 

customers allows Golden State to comply with its obligations under the 

Stipulation, at the lowest possible cost to its customers. 

4.4. Future NSWP Costs 

Under the settlement agreement, parties agree that future NSWP costs 

associated with Phase II and Phase III, and possible future costs associated with 

extending the NSWP to the Rural water system, be filed via the appropriate 

advice letter filings, instead of through applications.  Current cost estimates for 

Phase II and Phase III of the NSWP are $4,523,700 and $4,373,400 respectively, 

and Golden State’s share is expected to increase its annual revenue requirement 

for the Santa Maria service area by $49,500 and $47,800, or 0.4 percent each for 

Phase II and Phase III. 

With respect to potential future costs of extending the NSWP to the Rural 

water system, appropriate members of the Nipomo Mesa Management Area 

Technical Group are still determining whether this is feasible and the schedule 
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and costs for the project are still unknown at this time.  However, Golden State’s 

costs would be limited to its equitable share in the NSWP and the project would 

be limited to construction of a pipeline and interconnection that would connect 

the NSWP to the Rural water system. 

Based on the above, we find the agreement to recover the costs described 

above through an advice letter filing to be reasonable and should be adopted. 

D.13-05-011 requires Golden State to file an application to recover costs for 

the NSWP when final construction schedule and costs are known.11  Golden State 

filed this application to recover costs for Phase I, which has been completed.  

However, because costs for Phase I represent over 70 percent of projected costs 

for the NSWP, because costs for Phase II and Phase III have been estimated, 

because water is now being delivered to the Nipomo Mesa Management Area 

over the NSWP, and because treatment of NSWP costs as supply costs means 

that Golden State will no longer request NSWP costs to be included as capital 

costs to its rate base, we find that recovery of costs for Phase II and Phase III can 

be properly recovered through appropriate advice letter filings.  Golden State 

must provide full documentation in support of such advice letter filings. 

Possible costs to connect the NSWP to the Rural water system, if found to 

be necessary by the Nipomo Mesa Management Area Technical Group, should 

be addressed either through Golden State’s next general rate case or appropriate 

advice letter filing.  Golden State shall inform the Commission’s Water Division 

prior to requesting recovery, how it intends to address such costs. 

                                              
11  D.13-05-011 Ordering Paragraph 45. 
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4.5. Recording NSWP Costs in a Balancing 
Account 

In connection with the settling parties’ agreement to treat NSWP costs as 

supply costs, the parties agree that Golden State should record current and 

future NSWP costs in its existing MCBA.  The MCBA account is an approved 

balancing account that tracks purchased power, purchased water and pump tax 

costs.  The MCBA is trued up each year to reflect differences between actual and 

adopted variable costs for purchased power.   

We find that recording NSWP costs and including it in Golden State’s 

existing MCBA account is reasonable.  As discussed in Section 4.3, it is 

appropriate to treat NSWP costs as supply costs for purchasing water.  Tracking 

these costs in Golden State’s MCBA account ensures that Golden State does not 

recover more or less than actual costs associated with the NSWP.  Purchased 

water costs are eligible for offsetting, and these costs should be tracked to 

account for future increases and decreases to ensure that Golden State only 

recovers actual costs associated with the NSWP and that only actual costs are 

passed on to ratepayers. 

5. Conclusion 

The Commission has historically favored settlements that are fair and 

reasonable in light of the record as a whole.  We conclude that the proposed 

settlement agreement between Golden State and ORA is reasonable, in the public 

interest, consistent with the law, and will provide tangible benefits to ratepayers. 

Golden State’s participation in the NSWP has already been resolved in 

D.13-05-011 and that what is being resolved in this proceeding is the cost of 

Golden State’s participation in the NSWP.  The annual rate increase of $391,900 

for the Santa Maria service area contemplated in the settlement agreement 
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represents actual costs being billed to Golden State by the NCSD, for 

Golden State’s equitable share of costs for participation and completion of 

Phase I of the NSWP.  Treatment of NSWP costs as supply costs, as opposed to 

capital costs to be included in Golden State’s ratebase, is reasonably projected to 

produce savings for Golden State’s customers in the Santa Maria service area.  In 

addition, tracking and recording NSWP costs in Golden State’s existing MCBA 

account assures that only actual costs are passed on to ratepayers.  Lastly, 

because Phase I of the NSWP has been completed and water is being delivered 

through the NSWP, and because Phase I costs represent over 70 percent of 

projected NSWP costs, it is reasonable to require that future recovery of Phase II 

and Phase III costs which have already been estimated,12 be recovered through 

the filing of appropriate advice letter filings instead of separate applications.  

The settlement agreement is also in the public interest.  The settling 

parties, Golden State and ORA, fairly represent the interests of the public 

affected by the transaction.  Golden State presented sufficient explanation and 

evidence regarding its proper share of costs for its participation in the NSWP and 

that only actual costs are being passed on to ratepayers. 

ORA, pursuant to its duty to obtain the lowest possible rate for service 

consistent with reliable and safe service levels, actively participated in settlement 

discussions, examined data regarding NSWP costs, and supports the terms of the 

settlement. 

The settlement agreement is also consistent with the Commission’s 

well-established policy of supporting resolution of disputed matters through 

                                              
12  Golden State’s share is projected to be annual increases in revenue requirement of $49,500 
and $47,800, or a 0.4% increase each for Phase II and Phase III. 
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settlement, and avoids the time, expense, and uncertainty of further evidentiary 

hearings and further litigation.  There are also no disputed facts between the 

parties.  Further, the Commission finds that no part of the settlement agreement 

contravenes any statutory provisions or prior Commission decisions, and 

provides sufficient information for the Commission to discharge its future 

regulatory obligations with respect to the parties and their interests and 

obligations.  The settlement agreement does not contradict current Commission 

rules and does not constitute a precedent regarding any principle or issue in this 

proceeding or any future proceeding. 

Therefore, the Commission approves the Joint Motion of Golden State and 

ORA to approve the settlement agreement and adopts the settlement agreement.  

The settlement agreement is in the public interest, reasonable in light of the 

record as a whole, and consistent with law.   

Golden State is authorized to increase its annual revenue requirement for 

the Santa Maria service area by $391,900, treat NSWP costs as supply costs and 

record these costs in its existing MCBA account, and to file appropriate advice 

letters for recovery of future costs associated with the NSWP. 

6. Safety 

In response to the assigned Administrative Law Judge’s (ALJ) request for 

information about safety issues affected in this proceeding, Golden State filed a 

response on February 19, 2016.  In the response, Golden State explained that 

because the proceeding is limited to recovery of costs associated with the NSWP, 

it has determined that there are no safety issues affected in this proceeding and 

we agree. 
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7. Categorization and Need for Hearings 

In Resolution ALJ 176-3368, dated December 3, 2015, the Commission 

preliminarily categorized this application as Ratesetting, and preliminarily 

determined that evidentiary hearings are necessary.  Based on the record, we 

affirm that this is a ratesetting proceeding.  However, because the settlement 

agreement between Golden State and ORA resolves all issues, and because there 

are no disputed factual issues, we are changing the preliminary determination 

regarding hearings to hearings are not necessary. 

8. Waiver of Comment Period 

This is an uncontested matter in which the decision grants the relief 

requested.  Accordingly, pursuant to Section 311(g)(2) of the Public Utilities Code 

and Rule 14.6(c)(2), the otherwise applicable 30-day period for public review and 

comment is waived. 

9. Assignment of Proceeding 

Commissioner Liane M. Randolph is the assigned Commissioner and 

Rafael L. Lirag is the assigned ALJ in this proceeding. 

Findings of Fact 

1. In Resolution ALJ 176-3368, dated December 3, 2015, the Commission 

preliminarily categorized this application as ratesetting, and preliminarily 

determined that evidentiary hearings are necessary. 

2. There are no disputed factual issues.  

3. Golden State’s participation in the construction and maintenance of the 

NSWP was authorized by the Commission in D.13-05-011. 

4. The NCSD is responsible for billing Golden State for its proportionate 

share of water supplied by the NSWP. 



A.15-11-010  ALJ/RL8/jt2 
 
 

 - 16 - 

5. Phase I of the NSWP has been completed and construction costs totaled 

$20,698,173.  

6. Golden State’s requested increase of $391,900 for its Santa Maria service 

area is to recover its share of costs associated with Phase I of the NSWP. 

7. Rural’s participation in the construction and maintenance of the NSWP 

was authorized by the Commission in D.15-06-049. 

8. Rural’s water utility assets, along with its obligations and responsibilities 

as a public utility, were acquired by Golden State.  

9. The amount requested by Golden State for recovery of its proportionate 

share of NSWP costs includes Rural’s proportionate share.   

10. The amount of $391,900 agreed upon in the settlement agreement 

representing Golden State’s cost for participation in the NSWP for the 2015-2016 

fiscal year is reasonable and supported by the evidence. 

11. The agreement to treat NSWP costs as supply costs is reasonable.   

12. Phase I of the NSWP represents over 70 percent of total projected NSWP 

costs. 

13. The agreement to recover costs relating to Phase II and Phase III of the 

NSWP through appropriate advice letter filings is reasonable. 

14. The agreement to recover costs relating to approval and completion of a 

pipeline interconnection project linking Rural’s water systems to the NSWP 

either through an appropriate advice letter filing or in Golden State’s next 

general rate case cycle, is reasonable. 

15. Recording of NSWP related costs in Golden State’s existing MCBA account 

is reasonable. 

16. The settling parties fairly represent the interests of the public affected in 

the transaction. 
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17. Golden State filed Advice Letter 1642-W on November 16, 2015.  ORA 

protested this filing and Water Division suspended the matter pending an 

outcome in this proceeding. 

Conclusions of Law 

1. Because there are no disputed factual issues, the Commission’s 

preliminary determination that hearings are necessary should be changed to 

hearings are not necessary. 

2. Because of its acquisition of Rural’s water utility assets, Golden State is 

now responsible for Rural’s proportionate share of construction and maintenance 

costs in the NSWP. 

3. Golden State should be authorized to increase its revenue requirement for 

its Santa Maria service area by $391,900, for recovery of costs associated with its 

participation in the NSWP.  

4. Golden State should be authorized to treat NSWP costs as supply costs and 

to record such costs in its existing MCBA account. 

5. Golden State should be allowed to recover future NSWP costs relating to 

Phase II and Phase III of the NSWP through the filing of appropriate advice letter 

filings. 

6. Golden State should be allowed to recover future NSWP costs relating to 

the approval and completion of a pipeline interconnection project connecting the 

NSWP to the Rural water system either through the filing of an appropriate 

advice letter or including costs in its next general rate case cycle. 

7. The settlement agreement between Golden State and ORA should be 

adopted. 

8.  
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9. Golden State should withdraw its request in Advice Letter 1642-W for the 

establishment of a memorandum account to track Golden State’s share of costs 

associated with the first phase of the NSWP. 

10. This proceeding should be closed.  

 

O R D E R  
 

IT IS ORDERED that: 

1. The Commission’s preliminary determination in Resolution 

ALJ 176-3368, dated December 3, 2015, that hearings are necessary, is changed to 

hearings are not necessary.  

2. The February 19, 2016 Joint Motion of Golden State Water Company and 

the Office of Ratepayer Advocates to Approve Settlement Agreement is granted.  

3.  Golden State Water Company is authorized to increase its annual revenue 

requirement in the Santa Maria Customer Service Area by $391,900, and increase 

rates by filing a Tier 1 Advice Letter. 

4. Golden State Water Company must treat costs relating to the Nipomo 

Supplemental Water Project as supply costs and shall not treat these costs as 

capital costs for inclusion in its rate base. 

5. Golden State Water Company shall record any increase or decrease in costs 

associated with the Nipomo Supplemental Water Project in its existing Modified 

Cost Balancing Account and is authorized to file a supply cost offset with the 

Commission’s Water Division. 

6. Golden State Water Company is authorized to record all invoices for the 

Nipomo Supplemental Water Project in its existing Modified Cost Balancing 

Account. 
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7. Golden State Water Company is authorized to file Tier 2 Advice Letters to 

recover its proportionate share of costs associated with Phase II and Phase III of 

the Nipomo Supplemental Water Project. 

8. Golden State Water Company is authorized to either file a Tier 2 Advice 

Letter or address in its next general rate case filing, recovery of costs in the event 

construction of a pipeline interconnection between the Nipomo Supplemental 

Water Project and the water systems of Rural Water Company, is approved by 

the Nipomo Mesa Management Area Technical Group and completed. 

9. Golden State Water Company shall withdraw Advice Letter 1642-W within 

five days of the effective date of this decision. 

10. Application 15-11-010 is closed. 

This order is effective today. 

Dated September 15, 2016, at San Francisco, California. 

 

 

  MICHAEL PICKER 
                  President 
MICHEL PETER FLORIO 
CATHERINE J.K. SANDOVAL 
LIANE M. RANDOLPH 
                            Commissioners 

   
Commissioner Carla J. Peterman, being 
necessarily absent, did not participate. 
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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

 
In the Matter of the Application of Golden State 
Water Company (U133W) for an Order 
Authorizing Recovery of Costs Related to the 
Nipomo Supplemental Water Project from 
Customers in the Santa Maria Customer Service 
Area and an Increase in Rates for Water Service 
by $391,900 or 2.9% in the Santa Maria Customer 
Service Area   
 

 
 

Application 15-11-010 
(Filed November 16, 2015) 

 
SETTLEMENT AGREEMENT OF THE PARTIES  

This Settlement Agreement (“Settlement”) is entered into by and between 

Golden State Water Company (“Golden State”) and The Office of Ratepayer 

Advocates (“ORA”) of the California Public Utilities Commission 

(“Commission”).1  Golden State and ORA are the only parties of record to this 

proceeding.  This Settlement is the final and complete agreement and proposal to 

the Commission for the disposition of the proceeding in this docket. 

The Parties intend that this Settlement shall be binding on their respective 

legal successors, purchasers, heirs, representatives, assignees, partners, parent or 

subsidiary corporation(s), Limited Liability Company, directors, officers, 

shareholders, divisions, units, employees, principals, agents, or affiliates.   

I. BACKGROUND 

The Nipomo Supplemental Water Project  

In 1997, the Santa Maria Water Conservation District sued Golden State, 

along with many other parties, to adjudicate groundwater rights in the Santa Maria 

basin, which is a primary source of water for all of Golden State’s systems in the 

                                           
1 Hereinafter Golden State may also be referred to as “Applicant” and Golden State and ORA 
may individually be referred to as a “Party” and collectively be referred to as the “Parties.” 
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Santa Maria customer service area (“CSA”), and the sole water supply for Golden 

State’s Nipomo water system.2  After several years of litigation, a majority of the 

parties, including Golden State, settled this lawsuit through a stipulation that was 

approved by the trial court in 2005 (“Stipulation”).   

The Stipulation set forth a comprehensive resolution of the litigation, 

determining the water rights of hundreds of parties in the Santa Maria basin and 

securing Golden State’s right to rely on groundwater in the Santa Maria basin.  The 

Stipulation also contemplated that the Nipomo Community Services District would 

build the Nipomo Supplemental Water Project (“NSWP”) and procure incremental 

water supplies from the NSWP to serve demand in the Nipomo Mesa Management 

Area which otherwise would have inadequate access to water.  The Stipulation 

obligates Golden State to bear its proportionate share of NSWP-related costs, and 

to purchase a proportionate share of the Nipomo Supplemental Water that would 

be transported using the NSWP to offset groundwater pumping within the Nipomo 

Mesa Management Area.   

Commission Decision No. 13-05-011 

In 2011, Golden State filed Application 11-07-017, its 2011 company-wide 

general rate case (“GRC”).  In Application 11-07-017, Golden State requested that 

the Commission approve its participation in the Stipulation, including participation 

in the construction, operation and maintenance of the NSWP.  On May 13, 2013, 

the Commission issued Decision No. (“D.”) 13-05-011 which approved Golden 

State’s request for approval of its entry into the Stipulation and authorized Golden 

State to participate in the construction and maintenance of the NSWP, and to 

purchase water from the NSWP.   

                                           
2 Santa Maria Valley Water Conservation District v. City of Santa Maria, et al. (and related 
actions), Lead Case No. CV 770214, Superior Court of the State of California, County of Santa 
Clara.   
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Specifically, the Commission determined the Stipulation is beneficial to 

Golden State’s customers in the Santa Maria CSA because it secures Golden 

State’s water rights in the Santa Maria basin, provides mechanisms for ensuring the 

reliability of those rights, and requires Golden State to bear only its proportional 

share of the costs that must be incurred in order to preserve those rights.3  

Furthermore, approval of Golden State’s entry into the Stipulation secures Golden 

State’s right to rely on the Santa Maria Basin for sufficient quantities of water 

needed to meet current and anticipated future demands of Santa Maria CSA 

customers and will limit the amount of and provide certainty about litigation costs.4    

The Commission also determined that Golden State and its customers will 

further benefit from the Stipulation because (1) monitoring programs and annual 

reports required by the Stipulation ensure the long-term integrity of water 

resources, (2) the Stipulation’s partitioning of the Santa Maria Basin into three 

management areas provides greater flexibility in the management of each area, (3) 

the costs to manage the Santa Maria Basin’s water resources will be shared 

equitably, (4) the Stipulation’s drought and water shortage management plan and 

allocation scheme equitably limits water allocations in the event of a severe water 

shortage, and (5) the Stipulation provides for continuing Court jurisdiction to 

protect and preserve water resources.5  

Finally, the Commission determined that Golden State is required by the 

Stipulation to pay a portion of the costs to construct, operate, and maintain the 

NSWP because the voters in the region had rejected the Nipomo Mesa Special 

Assessment tax, which otherwise would have covered the cost of the NSWP.6  The 

Commission ordered Golden State to file an application at a later date to request 

                                           
3 D.13-05-011, Conclusion of Law (“COL”) No. 59 at p. 99. 
4 Ibid, COL No. 60 at p. 99. 
5 Ibid, COL No. 63 at p. 100. 
6 Ibid, COL No. 58 at p. 99. 
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recovery of reasonable NSWP-related capital costs, O&M costs, and purchased 

water costs because the final construction schedule and costs for the NSWP were 

not yet known and because it was not known when costs of water purchased from 

the NSWP would be incurred.7  

Commission Decision No. 15-06-049 (“D.15-06-049”) 

In addition to Golden State, another Class D water utility under Commission 

jurisdiction, Rural Water Company, Inc. (“Rural”), is also a party to the 

Stipulation.  The Stipulation likewise secures Rural’s right to rely upon the Santa 

Maria basin, and obligates Rural to bear its proportionate share of NSWP-related 

costs, and to purchase a proportionate share of the Nipomo Supplemental Water 

that would be transported using the NSWP to offset groundwater pumping within 

the Nipomo Mesa Management Area.   

In D.15-06-049, the Commission approved Golden State’s acquisition of 

Rural’s water assets and also authorized Rural to participate in the Stipulation, 

including Rural’s participation in the NSWP and held that all costs associated with 

Rural’s participation in the Stipulation shall become Golden State’s costs upon 

acquisition by Golden State of Rural’s water assets.8  Further, D.15-06-049 

concluded that upon the incorporation of the Rural water system into Golden 

State’s Santa Maria CSA, these costs, as well as Golden State’s other costs of 

participation in the Stipulation approved by the Commission in D.13-05-011, 

should be included in the revenue requirement of the Santa Maria CSA.9 

Status of the NSWP  

Nipomo Community Services District has completed construction of Phase 1 

of the NSWP such that the Nipomo Community Services District is taking delivery 

                                           
7 Ibid, Ordering Paragraph (“OP”) 45 at p. 116. 
8 D.15-06-049 at p. 12. 
9 Ibid at pp. 12-13. 

A.15-11-010  ALJ/RL8/jt2



5 

of Nipomo Supplemental Water as of July 2, 2015.  Golden State is therefore 

obligated to pay its and Rural’s proportionate share of the costs of the Nipomo 

Supplemental Water being delivered to the Nipomo Mesa Management Area.  

Phase 1 of the NSWP construction costs, totaled $20,698,173.10  These costs are 

reflected in the fixed cost portion of the Nipomo Supplemental Water costs.  

Phases 2 and 3 of the NSWP, which will allow for delivery of a minimum of 2,500 

Acre Feet per Year of the Nipomo Supplemental Water, are currently being 

planned.  The cost estimates for these two additional planned phases of the NSWP 

are $4,523,700 and $4,373,400, respectively.11  These Phases 2 and 3 costs will be 

reflected in future purchased water rates when completed.   

Nipomo Supplemental Water Project Supplemental Water Management 
and Groundwater Replenishment Agreement 

In order to implement the NSWP-related reimbursement obligation in the 

Stipulation, among other things, Golden State, Rural and The Woodlands Mutual 

Water Company of San Luis Obispo County entered into the Nipomo 

Supplemental Water Project Supplemental Water Management and Groundwater 

Replenishment Agreement, dated October 16, 2015 (“NSWP Supplemental 

Agreement”).12  The NSWP Supplemental Agreement provides for payment to the 

Nipomo Community Services District for each party’s allocation of costs set forth 

therein, describes each party’s anticipated annual quantities of Nipomo 

Supplemental Water and provides for mechanisms to ensure that the Nipomo 

Supplemental Water is used in areas where it is most needed to offset low 

groundwater levels.  On November 12, 2015, the Nipomo Community Services 

                                           
10 See Attachment 1 (Table of NSWP Costs) (The $20,698,173 in construction costs equals the 
Phase 1 costs of $22,898,173 minus the $2,200,000 in grant money Nipomo Community 
Services District secured for the NSWP project). 
11 Ibid.   
12 See Attachment 2 (NSWP Supplemental Agreement).   
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District adopted Resolution 2015-1394 setting forth the applicable Rates and 

Charges as described in Section IX of the NSWP Supplemental Agreement.13 

In addition to Phases 2 and 3 of the NSWP, it is possible that an 

interconnection will be constructed between the Nipomo Community Services 

District and the Rural water system in the future as part of the NSWP.  Golden 

State and Rural are already realizing the benefits of the NSWP as delivery of 

Nipomo Supplemental Water to the Nipomo Mesa Management Area reduces 

pumping of the underground water source and allows for recharge which provides 

a well-established benefit to the Rural water system.  However, pursuant to the 

NSWP Supplemental Agreement, as discussed in detail below, it may be 

determined at a later date that such interconnection is necessary to optimize the use 

of the Nipomo Supplemental Water.  In the event that such Rural/ Nipomo 

Community Services District interconnection is pursued, the parties to the NSWP 

Supplemental Agreement have agreed to develop the most cost effective design 

possible for this potential interconnection, and have agreed to allocate the costs of 

such physical connection to the Rural water system according to the terms of the 

NSWP Supplemental Agreement.  

Application No. 15-11-010 

On November 16, 2015, Golden State filed this instant Application No. 

(“A.”) 15-11-010 in compliance with Ordering Paragraph 45 of D.13-05-011.14  

A.15-11-010 requests that the Commission authorize Golden State to perform its 

obligations under the NSWP Supplemental Agreement, authorize an increase in 

                                           
13 See Attachment 3 (Nipomo Community Services District Resolution).   
14 D.13-05-011, OP 45 at 116 (“Because the final construction schedule and costs for the 
Nipomo Supplemental Water Project (NSWP) are not yet known and because it is not known 
when costs of water purchased from the NSWP will be incurred, Golden State Water Company 
must file an application at a later time to request recovery of reasonable NSWP-related capital 
costs, Operation and maintenance costs, and purchased water costs.”). 
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Golden State’s revenue requirement in the Santa Maria CSA to account for the 

rates and charges put in place by the Nipomo Community Services District 

pursuant to the NSWP Supplemental Agreement, and to find that the 

corresponding rate increase in the Santa Maria CSA is just and reasonable.  

Concurrently with its application, on November 16, 2015, Golden State served the 

testimony of Mr. John Garon, director of regulatory affairs for Golden State, in 

support of A.15-11-010. 

ORA’s Protest 

On December 23, 2015, ORA filed a timely protest to A.15-11-010.  ORA 

raised a concern that Golden State’s application lacks clarity regarding the 

proposed rate recovery structure for future costs associated with the NSWP.15  

Specifically, ORA identified the fact that the final costs are not yet known given 

that portions of the NSWP remain to be completed.  ORA raised an issue as to the 

lack of conclusiveness as to the future costs that may be incurred. ORA stated that 

this Application should address whether Golden State’s future recovery of such 

costs will include the ratepayer protection of separately stating whether the 

increase in rates reflects and passes through to customers only the increased costs 

to Golden State.16  As a result, ORA argued the main issue that needs to be 

addressed is the rate recovery structure for the costs associated with the 

construction of future phases of the NSWP, which are not yet known by Golden 

State.  ORA acknowledged that its concern over future costs is not the fault of 

Golden State or the NSWP. 

                                           
15 See Commission Rules of Practice and Procedure, Rule 3.2, Authority to Increase Rates: 
Section (a) (3) states, “…shall set forth the proposed rate structure with reasonable clarity.”   
16 Ibid, (a) (10) “The application of … water, … corporations shall separately state whether or 
not the increase reflects and passes through to customers only increased costs to the corporation 
for the services or commodities furnished by it.”    
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ORA requested in its Protest that the resulting Commission decision in this 

Application address Rule 3.2(a)(10) of the Commission’s Rules of Practice and 

Procedure, and to confirm that this Application represents whether or not the 

increase reflects and passes through to customers only increased costs to the 

Golden State for the water purchased from the NSWP. 

Finally, ORA’s Protest indicated that Golden State and ORA may present a 

possible stipulation during the Prehearing Conference. 

Golden State’s Reply to ORA’s Protest 

On December 23, 2015 Golden State replied to the ORA Protest.  Golden 

State addressed the issues raised in ORA’s Protest, and stated that its approach to 

the future NSWP costs is in full compliance with Decision 13-05-011 and the 

Commission’s other rules and policies.  Golden State’s reply also stated that the 

utility and ORA have begun discussions to address these issues and any remaining 

concerns ORA has with A.15-11-010.  Golden State also agreed in its reply that 

Golden State and ORA should be able to present a possible stipulation resolving all 

or most issues during the Prehearing Conference.  

The Parties submit the following settlement terms and conditions for 

Commission’s consideration.   

II. TERMS AND CONDITIONS 

1. The Commission should approve A.15-11-010, subject to the additional 

terms and conditions set forth in this Settlement, and issue an order 

including the following: 

a. Authorizing Golden State to perform under the Nipomo 

Supplemental Water Project Supplemental Water Management 

and Groundwater Replenishment Agreement, dated October 16, 

2015; 
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b. Authorizing Golden State to increase its annual revenue 

requirement in the Santa Maria CSA by $391,900, and finding 

that the incremental increase in rates associated with this 

revenue increase as detailed in Schedules 1 and 2 attached to 

this instant Application17 are just and reasonable. 

2. Ordering Paragraph 45 of D.13-05-011 states that Golden State should file 

an application to recover its costs when the “final” construction schedule and 

costs are known.  The Parties agree that Golden State’s filing of A.15-11-

010 is in compliance with D.13-05-011 because 1) a significant portion, 70% 

($20.7 million of the approximate $29.6 million final costs)18 of the NSWP 

is complete and such costs are known, 2) water is now being delivered to the 

Nipomo Mesa Management Area over the NSWP, and 3) Golden State is 

now obligated to pay for its share of the Nipomo Supplemental Water being 

delivered.  Also as noted below, Golden State is no longer requesting to 

include its share of NSWP related capital costs in its rate base.19   

3. In its application and response to ORA’s data request Golden State has 

demonstrated that the rate increase requested in A.15-11-010 “reflects and 

passes through to customers only increased costs to the corporation for the 

services or commodities furnished by it.”20  The Parties agree that the rate 

increase request as expressed in this Settlement should be approved. 

4. The incremental increase in rates approved in this instant application should 

be added to the rates in effect at the time a decision is issued in this instant 

application.   

                                           
17 See Attachment 4 (Schedules 1 and 2) 
18 See Attachment 1 (Table of NSWP Costs) (adjusted for $2.2 million IRWM Grant). 
19 See Terms and Conditions Section II.6.   
20 See Commission Rules of Practice and Procedures, Rule 3.2. (a).10. 
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5. The Commission has not yet rendered a decision in Golden State’s currently 

pending GRC, A.14-07-006.  In the event that the Commission issues a 

decision in the instant application before a decision is issued in A. 14-07-

006, the Commission should incorporate the incremental rate increase 

authorized in this application into the final rates authorized in A.14-07-006. 

6. Golden State does not request in this Application that any of the NSWP 

related costs and charges be treated as capital costs for inclusion in its rate 

base.  Therefore, the Parties agree that it is appropriate to treat the Nipomo 

Supplemental Water related costs and charges as supply costs in the same 

manner as any other supply cost incurred by Golden State are treated.  

Accordingly, in the event of any increase or decrease in supply costs 

associated with the Nipomo Supplemental that are imposed by the Nipomo 

Community Services District pursuant to the NSWP Supplemental 

Agreement, the Commission should authorize Golden State to file a supply 

costs offset consistent with the Division of Water and Audit’s Standard 

Practice U-27-W, with any such increase or decrease in supply cost to be 

addressed in Golden State’s next GRC proceeding following such supply 

cost offset filing.  The Commission should also authorize Golden State to 

track any increase or decrease in such supply costs and corresponding rate 

increase or decrease in the Golden State Modified Cost Balancing Account 

(“MCBA”) currently in existence.  Tracking current and future NSWP 

purchased water costs and related rate increases or decreases in the MCBA 

ensures that net charges to ratepayers from any increase or decrease in rates, 

current or future, related to the NSWP and the Nipomo Supplemental Water 

“reflects and passes through to customers only increased costs to the 

corporation for the services or commodities furnished by it” as well as any 

decreased costs.    
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7. Effective with the date of the new rates approved in this Application, the 

Parties agree that Golden State should update the adopted supply costs 

reflected in its MCBA to include the costs adopted in this decision.  

8. Given that the Commission has previously authorized Golden State to incur 

costs related to the NSWP,21 Phase 1 of the NSWP has been completed and 

NSWP water is being delivered to the Nipomo Mesa Management Area, the 

Parties agree that Golden State is authorized to record in its MCBA all 

Nipomo Supplemental Water related costs that Golden State is currently 

obligated to pay.22   

9. The Nipomo Community Services District  started supplying Nipomo 

Supplemental Water on July 1, 2015.  Per section IX.C of the NSWP 

Supplemental Agreement the Nipomo Community Services District  started 

issuing quarterly invoices to Golden State and for Nipomo Supplemental 

Water in November of 2015.  Golden State is authorized to record all 

invoices for the Nipomo Supplemental Water costs received on or after July 

1, 2015, in its existing MCBA for recovery consistent with that balancing 

account.  

10. Future costs related to Phases 2 and 3 of the NSWP are estimated to be 

$4,523,700 and $4,373,400, respectively.23  When completed, the costs of 

Phases 2 and 3 will increase the annual fixed cost portion of the Nipomo 

Supplemental Water related costs by approximately $49,500 and $47,800, 

respectively, a 0.4% increase each in the Santa Maria CSA revenue 

requirement.  The Parties agree these costs are only estimates, actual costs 

may vary and these estimates are not intended to put a cap on future 

                                           
21 D.13-05-011 OP 42 and 45 at p. 116. 
22 See Attachment 2 (NSWP Supplemental Agreement). 
23 See Attachment 1 (Table of NSWP Costs). 
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increases in the annual fixed cost portion of the Nipomo Supplemental 

Water related to Phases 2 and 3 of the NSWP.  The exact timetable for 

completion of Phases 2 and 3 is not known at this time.  Golden State will 

not be required to file an additional separate “Application” to address the 

completion of the NSWP costs.  Instead, the Parties agree that when the 

Nipomo Supplemental Water related costs are increased due to the 

completion of Phase 2 and/or Phase 3, Golden State should file an Advice 

Letter in compliance with GO 96-B and Standard Practice U-27 to recover 

its costs and address the costs in its next GRC.  Golden State will provide 

ORA with full and complete documentation in connection with any such 

Advice Letter filing.   

11. The Parties agree that if the Commission adopts Sections 7, 8, and 9 of this 

Settlement in their totality, Golden State will withdraw Advice Letter 1642-

W, which requests a memorandum account to track the NSWP related costs 

addressed in this Settlement.  In the event that the Commission alters the 

Settlement in a manner that is not related to the subject matter of Advice 

Letter 1642-W, and the Parties consent to such changes pursuant to 

Paragraph IV.4 below, Golden State will still withdraw its Advice Letter 

1642-W. 

12. Pursuant to the NSWP Supplemental Agreement, the appropriate members 

of the Advisory Committee and Nipomo Mesa Management Area Technical 

Group 24 may determine in the future that hydrologic conditions warrant 

physical delivery of supplemental water to the Rural water system, and that a 

pipeline and interconnection connecting the Nipomo Community Services 

District and the Rural water systems should be constructed.  Until such time 

                                           
24 See Attachment 2 (NSWP Supplemental Agreement) at Section VI.D. 
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that the need, exact alignment and flow capacity for the pipeline and 

interconnection have been determined, the design, schedule and costs of 

such a pipeline cannot be determined.  In the event that this Nipomo 

Community Services District /Rural pipeline and interconnection is 

constructed, Golden State will be required to pay only its equitable share 

pursuant to the allocation methodology set forth in the NSWP Supplemental 

Agreement.25  At the time of development of this interconnection, Golden 

State will address the increase in costs either through its next GRC or an 

appropriate level of advice letter as required by GO-96B and as set forth in 

the Commission’s Division of Water and Audit’s Standard Practice U-27-W. 

III. THE SETTLEMENT SATISFIES THE COMMISSION’S RULES OF 
PRACTICE & PROCEDURE RULE 12.1 (d) 

1. Pursuant to the Commission’s Rules of Practice & Procedure, Rule 12.1(d), 

the Commission will not approve settlements unless they are “reasonable in 

light of the whole record, consistent with law, and in the public interest.”  

The Parties agree that the Settlement overall is reasonable in light of the 

record, consistent with the law and serves the public interest by resolving 

competing concerns in a collaborative and cooperative manner.   

2. Specifically, given that ORA represents the interests of ratepayers, the 

Settlement serves the public interest because it resolves ORA’s protest 

through terms and conditions negotiated by the Parties, each having a 

thorough understanding of the issues and having made informed decisions in 

the settlement process.  This Settlement is in the public interest because it 

produces a reasonable and acceptable result for all parties involved.  The 

Settlement also bypasses the need for additional litigation, thereby 

                                           
25 Ibid. 
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conserving the Commission’s valuable resources and serving the public 

interest.   

3. In addition, there are no terms of the Settlement which limit this 

Commission’s future discretion, the Settlement resolves issues within the 

scope of the proceeding and none of the outcomes set forth in the Settlement 

are inconsistent with the law.   

IV. ENFORCEMENT OF THE SETTLEMENT 

1. If any Party fails to perform its respective obligations under this Agreement, 

the other Party may come before the Commission to pursue a remedy 

including enforcement. 

2. The Parties agree that the Commission has primary jurisdiction over any 

interpretation, enforcement, or remedies pertaining to this Settlement.  No 

Party may bring an action pertaining to this Settlement in any local, State, 

Federal court or administrative agency, without first having exhausted its 

administrative remedies at the Commission.  This Settlement shall be 

governed by and interpreted in accordance with the laws of the State of 

California and Commission rules and regulations. 

3. The Parties agree that pursuant to Rule 12.5 of the Commission’s Rules of 

Practice and Procedure, this Settlement shall constitute no approval of, or 

precedent regarding, any legal principle or issue of law or fact in this 

proceeding or in any future proceeding. 

4. The Parties agree that (except as otherwise stated herein) the Commission’s 

adoption of this Settlement should not be construed as an admission or 

waiver by any Party regarding any fact, matter of law, or issue thereof that 

pertains to the subject of this Settlement. 

5. The Parties agree that no Party to this Settlement, or any Parties’ legal 

successors, predecessors, assigns, partners, joint ventures, shareholders, 
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members, representatives, agents, attorneys, parent or subsidiary companies, 

affiliates, officers, directors, and/or employees thereof, assumes any 

personal liability as a result of this Settlement.   

6. The Parties agree to support this Settlement and use their best efforts to 

secure the Commission’s approval of this Settlement in its entirety and 

without condition or modification.  The Parties agree to defend this 

Settlement and its implementation before the Commission if the 

Commission’s adoption or implementation of this Settlement is opposed by 

anyone else. 

7. This Settlement is subject to approval and adoption by the Commission.  

Each Party hereto agrees without further consideration to execute and 

deliver such other documents and take such other actions as may be 

necessary to achieve the purposes of this Settlement, including, without 

limitation, furnishing such additional information, documents, and/or 

testimony as the Commission may require (with due regard for 

confidentiality) in issuing an order adopting this Settlement.   

V. EXECUTION OF SETTLEMENT 

1. The Parties agree to execute (and/or cause to be executed) any other 

documents, or to take any other action as may be necessary to implement 

this Settlement.   

2. This Settlement may be executed in any number of counterparts and by 

different Parties hereto in separate counterparts, with the same effect as if all 

Parties had signed the same document.  All such counterparts shall be 

deemed an original and shall together constitute the same Settlement. 

3. This Settlement constitutes the entire agreement and understanding between 

the Parties as to the subject of this Settlement, and supersedes any prior 

agreements, commitments, representations, or discussions between the 

A.15-11-010  ALJ/RL8/jt2



16 

Parties.  This Settlement cannot be amended or modified without the express 

written consent of all the Parties. 

4. The provisions of this Settlement are not severable.  If any modifications 

made to the Settlement by the Commission are not acceptable to one or more 

of the Parties, then the Settlement is deemed rescinded.  A Party shall be 

deemed to have consented to the Commission modification unless within 

five (5) days following the date of issuance of the Commission proposed 

modification(s), that Party notifies in writing the other Parties and files with 

the Commission its objection to the modification(s).   

5. Each Party represents that it has investigated the facts and law pertaining to 

the matters described in this Settlement.  No Party has relied or presently 

relies upon any statement, promise, or representation by any other Party, 

whether oral or written, except as specifically set forth in this Settlement.   

6. The Parties acknowledge and stipulate that this Settlement is fair and not the 

result of any fraud, duress, or undue influence by any other Party.  Each 

Party hereby states that it has read and fully understands its rights, 

privileges, and duties under this Settlement.  Moreover, each Party has had 

its respective attorney or other authorized person review the terms of this 

Settlement.  By executing this Settlement each Party declares that the 

provisions herein are adequate, reasonable, and mutually agreed upon, and 

that they are entering this Settlement freely and voluntarily. 

7. The Parties have determined that this Settlement is in their best interests, and 

more cost-effective than undertaking the expenses, delays, and uncertainties 

of further litigation.  In executing this Settlement, each Party declares that 

the terms and conditions herein are reasonable, consistent with the law, and 

in the public interest.  Therefore, the Parties jointly request that the 

Commission accept and adopt this Settlement in its entirety and without 
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modification or condition, as reasonable, consistent with the law, and in the 

public interest.   

8. The Parties agree they will jointly file this Settlement for Commission 

approval by joint motion pursuant to Rule 12.1(a) of the Commission’s 

Rules of Practice and Procedure.  In their joint motion, the Parties will ask 

that the Commission expeditiously consider and approve this Settlement in 

its entirety and without condition or modification. 

9. The undersigned hereby acknowledge and covenant that they have been duly 

authorized to execute this Settlement on behalf of their respective principals 

and that such execution is made within the course and scope of their 

respective agency and/or employment. 
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Attachment 1 

 

The attached schedule reflects the costs of: 

Phase 1 ‐ Western River Crossing (800 AFY) before the reduction of $2,200,000 in Integrated Regional 
Water Management (IRWM) Grant received from the California Department of Water Resources. 

  Total Phase 1 Cost                 22,898,173 
  IRWM Grant                   (2,200,000) 

  Phase 1 construction costs reflected in the fixed cost portion of the NSW costs   20,698,173 

 

Estimated costs for Phase 2 and Phase 3 of the Nipomo Supplemental Water Project 

Phase 2 ‐ 1,600 AFY –  
Total Phase 2 Cost                 $4,523,700 

Phase 3 ‐ 3,000 AFY 
  Total Phase 3 Cost                 $4,373,400 
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Table 4

Waterline Intertie Pipeline Cost Estimates

Pipeline

Line No. Description Cost

Phase 1 - Western River Crossing (800 AFY)

1 Santa Maria River Crossing $7,197,140

2 Blosser Road Waterline and Flow Meter 2,575,710

3 Joshua Street Pump Station and Wellhead Chloramination 4,344,710

4     Subtotal $14,117,560

5 Contingency (5%) 706,000

6     Subtotal Construction Cost $14,823,560

7 ROW Acquisition 250,000

8 Design Engineering 450,000

9 Construction Management 1,736,000

10     Subtotal Non-Construction Cost $2,436,000

11 Non-Construction Contingency (10%) 243,600

12     Subtotal Project Cost $17,503,160

13 Other Costs
 [1]

5,395,013

14 Total Phase 1 Cost
 [1]

$22,898,173

Phase 2 - 1,600 AFY

15 Project Cost
 [2]

$3,131,000

16     Subtotal Phase 2 Cost $3,131,000

17 Adjustment for Construction Cost Inflation
 [3]

219,900

18     Adjusted Subtotal $3,350,900

19 Engineering & Construction Management (15%) 502,600

20 Contingency (20%) 670,200

21 Total Phase 2 Cost $4,523,700

Phase 3 - 3,000 AFY

22 Project Cost
 [3]

$3,027,000

23     Subtotal Phase 3 Cost $3,027,000

24 Adjustment for Construction Cost Inflation
 [3]

212,600

25     Adjusted Subtotal $3,239,600

26 Engineering & Construction Management (15%) 485,900

27 Contingency (20%) 647,900

28 Total Phase 3 Cost $4,373,400

29 Total Waterline Intertie Project Cost $31,795,273

[1] 
Information provided by NCSD.

[2] 
From AECOM Draft Technical Memorandum July 19, 2012.

[3] 
Adjusted from July 2012 to Feb 2015 using the ENR 20-Cities Construction Cost Index.
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Schedule 1

Incremental Increase Basic Tariffs

Quantity Rates Residential Non-Residential

Tier 1 $0.062 $0.062
Tier 2 $0.071
Tier 3 $0.082

Service Charge

Meter Size Residential Non-Residential
5/8 x 3/4 $0.51 $0.55

3/4 $0.76 $0.82
1 $1.27 $1.37

1-1/2 $2.55 $2.75
2 $4.07 $4.40
3 $8.25
4 $13.75
6 $27.49
8 $43.99

10 $63.23
Sprinkler 1" to 5/8" $0.54
Sprinkler 1" to 3/4" $0.78
Sprinkler 1 1/2" to 3/4" $0.91
Sprinkler 2 " to 3/4" $0.96
Sprinkler 1 1/2 " to 1" $1.41
Sprinkler 2" to 1" $1.46

Page 1 of 1
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Schedule 2

Proposed SM-1-R Rates

Current 
rates Proposed

AL1601 Increment w/NSWP

Qty Rate Tier 1 2.158$     $0.0620 $2.220

Tier 2 2.482$     $0.0710 $2.553

Tier 3 2.854$     $0.0820 $2.936

Service Charge 5/8 x 3/4 17.64$     $0.5100 $18.15

3/4 26.45$     $0.7600 $27.21

1 44.10$     $1.2700 $45.37

1-1/2 88.20$     $2.5500 $90.75

2 141.11$   $4.0700 $145.18

Sprinkler 1" to 5/8" 18.70$     $0.5400 $19.24

Sprinkler 1" to 3/4" 26.99$     $0.7800 $27.77

Sprinkler 1 1/2" to 3/4" 31.48$     $0.9100 $32.39

Sprinkler 2 " to 3/4" 33.34$     $0.9600 $34.30

Sprinkler 1 1/2 " to 1" 48.95$     $1.4100 $50.36

Sprinkler 2" to 1" 50.71$     $1.4600 $52.17

Proposed SM-1-NR Rates

Current 
rates Proposed

AL1601 Increment w/NSWP

Qty Rate 2.158$     $0.0620 $2.220

Service Charge 5/8 x 3/4 $18.57 $0.5500 $19.12

3/4 $27.85 $0.8200 $28.67

1 $46.42 $1.3700 $47.79

1-1/2 $92.85 $2.7500 $95.60

2 $148.56 $4.4000 $152.96

3 $278.54 $8.2500 $286.79

4 $464.23 $13.7500 $477.98

6 $928.47 $27.4900 $955.96

8 $1,485.55 $43.9900 $1,529.54

10 $2,135.48 $63.2300 $2,198.71

Page 1 of 2
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Schedule 2

Proposed SM-3ML Rates

Current Proposed

rates Increment w/NSWP

Qty Rate 1.328$     $0.0370 $1.365

Service Charge 3/4" $62.61 $1.8100 $64.42

1" $74.28 $2.1500 $76.43

3" $174.69 $5.0500 $179.74

Rural Residential Current 

rates Proposed

AL74 Increment w/NSWP

Qty Rate Tier 1 2.060$     $0.0620 $2.122

Tier 2 2.470$     $0.0710 $2.541

Tier 3 2.890$     $0.0820 $2.972

Service Charge 5/8 x 3/4 11.280$   $0.5100 $11.79

3/4 16.920$   $0.7600 $17.68

1 28.210$   $1.2700 $29.48

1-1/2 56.410$   $2.5500 $58.96

2 90.250$   $4.0700 $94.32

Rural Non-Residential

Current 
rates Proposed

AL74 Increment w/NSWP

Qty Rate Tier 1 2.060$     $0.0620 $2.122

Tier 2 2.470$     $0.0620 $2.532

Tier 3 2.890$     $0.0620 $2.952

Service Charge 5/8 x 3/4 11.280$   $0.55 $11.83

3/4 16.920$   $0.82 $17.74

1 28.210$   $1.37 $29.58

1-1/2 56.410$   $2.75 $59.16

2 90.250$   $4.40 $94.65
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