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RESOLUTION

(RES. W-4205), CALIFORNIA-AMERICAN WATER COMPANY 

(CAL-AM), MONTEREY DIVISION.  ORDER IN SUPPORT OF A 

BUDGET INCREASE (SECTION 27) REQUEST TO COVER THE INCREASED COST OF CONSULTING SERVICES IN CONNECTION WITH THE CONTINGENCY PLAN THAT CAL-AM MUST PURSUE, IF THE NEW CARMEL RIVER DAM PROJECT DOES NOT GO FORWARD, PURSUANT TO ASSEMBLY BILL (AB) 1182.










Summary

AB 1182 requires the Commission, in consultation with Cal-Am, Department of Water Resources and other affected parties, to prepare a long-term contingency plan (Plan B) that Cal-Am would pursue if the proposed Carmel River Dam and Reservoir Project (CRDRP) does not go forward.  To fulfill the legislative mandate the Commission passed Resolution W-4131 on February 18, 1999 to accrue $750,000 from Cal-Am’s Monterey District ratepayers for consulting services to evaluate and determine possible alternatives.  This Resolution increases that amount up to $1,750,000 and changes the basis of the funding to a budget increase, so that all California ratepayer’s utility user fees will fund the additional $1,000,000.

Background

As a result of State Water Resources Control Board Order No. WR 95-10, Cal-Am must cease and desist from diverting approximately 10,730 acre-feet of water annually from the Carmel River or its underflow.  Cal-Am filed Application 97-03-052 with the Commission to construct and operate the 24,000 acre-foot CRDRP to replace the requirement for pumping.  The Commission recognized that some project or combination of projects must be chosen and completed, or long-term water rationing is likely to be unavoidable for this community.  Decision (D.) 98-08-036, adopted by the Commission on August 6, 1998, requires Cal-Am to prepare a long-term contingency plan describing the program or combination of programs that the company would pursue if, for any reason, the new CRDRP does not go forward.  

The Legislature passed AB 1182 on August 28, 1998, effective, January 1, 1999, to ensure that an environmentally sound water source would be secured as quickly as possible.  AB 1182 requires the Commission, in consultation with Cal-Am, the Department of Water Resources, and other affected parties, to prepare Plan B, and to set forth the criteria that it uses in deciding upon the program or combination of programs included in the plan. 

DISCUSSION

Resolution W-4131 was passed on February18, 1999, long before the consultant, EDAW, Inc. (EDAW) was selected in June, 1999 or the contract scope of work was finalized in July, 1999.   Although the Plan B team has completed the Objectives and Criteria and the Components Identification phases of the contract, much more effort is necessary to perform the public outreach and complete the Feasible Scenarios and Best Scenario phases.  Additionally, concern has been raised that the Supplementary Environmental Impact Report being prepared by the lead agency, the Monterey Peninsula Water Management District (MPMWD), must be structured to allow the Commission to perform its regulatory functions of approving either the dam or Plan B.  This will necessitate additional environmental review by the consultant.

The Water Division has determined, after consulting with the EDAW project manager and Energy Division’s Environmental Group, that up to an extra $1,000,000 will be required, for a total project cost of up to $1,750,000.  Since these funds are necessary to comply with the law, the increase should be approved.

The consultant, EDAW, provided the Commission’s Contract Officer with a detailed breakdown of the expenditures to date.  The additional $1,000,000 is to be used as follows:  $650,000 to complete Plan B, $250,000 for additional CEQA review, and $100,000 to cover work already approved but not completed.

The engineering study has moved beyond Monterey service area specific considerations and is now developing engineering standards and policies that apply to the development of alternative water supply sources (desalination, aquifer storage and recovery, storm water collection and reuse, etc.) that could occur in any area of the state.  Because this project now has state-wide benefits, it is fair and equitable to have all of the Commission’s ratepayers pay the consultant costs by adding this project to the Commission’s consultant budget.  This would be done by having the Commission’s budget analyst file a Section 27 budget increase request.  A Section 27 request requires a letter with appropriate forms from the Commission to the Department of Finance (DOF) to approve spending at a level which will repair a deficiency.  DOF then reviews the request, and, if approved, provides the legislature with a 30-day notification that it will be approving the request.  If there are no objections raised by the Joint Legislative Budget Committee, after 30 days the Commission can begin spending at the rate identified in the request. 

Section 27 is limited to cases of unanticipated expenses for existing programs.  This is interpreted to mean those instances that could not have been reasonably foreseen during the development of the Governor's Budget or the submission of Spring or May Revision Finance Letters.  Since this increase was clearly unanticipated when the initial funding level was established, and only definable as the project progressed, it classically meets the requirements for Section 27 funding.

Because this project is implementing legislation (AB 1182), the Commission is not required to pass this resolution.  However, staff believes that this resolution could help with DOF and the legislature.   Staff believes that the legislature would likely support this request since it is related to implementing legislation.    Because we are now between budget hearings and the development of the 2001-02 budget, DOF staff may be able to process a Section 27 request within about one month.  At other times during the year, these requests are not their highest priority.  Therefore this resolution should be made effective immediately.

COMMENTS AND PROTESTS

The draft resolution of the Water Division that was approved as W-4131 was mailed on January 15, 1999 to the parties in accordance with Public Utilities (PU) Code Section 311(g)(1).  Four comments were filed.  Cal-Am and the MPMWD filed the only comments germane to the issues in this resolution.  They objected that the Monterey ratepayers should not be saddled with these consultant costs.  Since this resolution would pass these costs on to all ratepayers, those concerns have been met.

FINDINGS

1.  AB 1182 requires the Commission, in consultation with Cal-Am, the Department of Water Resources, and other affected interested parties, to prepare a prescribed long-term contingency plan that Cal-Am would pursue if CRDRP does not go forward.  

2.  EDAW, Inc. has been hired to perform this work.  

3.  The $750,000 originally estimated to evaluate and to prepare the long-term contingency plan and perform related environmental assessments was set long before the letting of the contract or the creation of the scope of work.  Subsequent evaluation has determined that up to an additional $1,000,000, for a total of up to $1,750,000, is required.

4.  The work now being done is applicable to the development of water supply facilities in general and in any area of the state.  Such costs are reasonably borne by all ratepayers.

5.  The Commission’s budget analyst should submit a budget increase request (Section 27) to the Department of Finance for consideration.  

6.  Upon approval of the Section 27 request, funding for this project should come from the Commission’s budget.  

Therefore it is ordered that:

1. That up to an additional $1,000,000 to complete the Plan B project is reasonable and prudent.

2. The Commission’s budget analyst shall submit a budget increase request (Section 27) to the Department of Finance.  

3. Upon approval by Department of Finance, the Plan B project shall be funded from the Commission’s budget.

4. This resolution is effective today.

I certify that this resolution is adopted by the Commission at its regular meeting on August 3, 2000.  The following Commissioners approved it:  
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