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RESOLUTION

(RES. W-4237), CALIFORNIA-AMERICAN WATER COMPANY--MONTEREY DISTRICT (CalAm).  ORDER TO PAY TO THE CALIFORNIA PUBLIC UTILITIES COMMISSION (COMMISSION) THE ADDITIONAL COST OF OUTSIDE CONSULTING SERVICES IN CONNECTION WITH THE LONG-TERM CONTINGENCY PLAN ALTERNATIVE TO THE CARMEL RIVER DAM PURSUANT TO ASSEMBLY BILL 1182.
Summary

This order requires Cal-Am to pay up to $500,000 in addition to the funds required by Res. W-4131 to complete the Plan B project.  

Background

As a result of State Water Resources Control Board Order No. WR 95-10, Cal-Am must cease pumping approximately 10,730 acre-feet of water annually from the Carmel River.  To replace this water Cal-Am filed Application (A.) 97-03-052 with the Commission to construct and operate the Carmel River Dam (Dam).  On 

August 28, 1998, the Legislature passed AB 1182 that requires the Commission, in consultation with Cal-Am, the Department of Water Resources, and other affected parties, to prepare a long-term contingency plan (Plan B) to provide the water in the event that the Dam is not approved.  

Funding for Plan B was approved by Res. W-4131 on February 18, 1999, which requires Cal-Am to reimburse to the Commission the costs of consultants and other costs, and allowing Cal-Am to book those costs to a balancing account, for later recovery from Cal-Am's Monterey District ratepayers.  A consultant was retained in July of 1999 and has been working on the project since.  

As explained in Res. W-4204, passed on August 3, 2000, Plan B will require more money to complete than was envisioned in February of 1999.  The latest total estimate, including some additional costs for environmental review of the Dam's environmental impact report, is $1,750,000.  Cal-Am’s Monterey Division ratepayers have already contributed $750,000 to the total.  Res. W-4205 directed that Commission staff file a Section 27 request to include the additional costs as a deficiency to the Commission's budget, thus relieving Cal-Am's Monterey Division ratepayers from this additional burden.  Commission staff submitted the paperwork to Department of Finance (DOF) shortly thereafter.  So far, no funding has been approved.  Staff has been informed, however, that $500,000 of the additional $1,000,000 will be approved as a Section 27 augmentation.  

There remains a need for approximately $500,000.  The Commission will therefore immediately provide supplemental funding similar to the original funding approved in Res. W-4131. 

Discussion

Staff understands the need for immediate action to avoid delay on Plan B.  Funding by Cal-Am and potential recovery in a memorandum account was found reasonable in Res. W-4131.  If the Commission were to require funding in this resolution, it would allow the project to proceed apace.  Staff continues to support the Section 27 request and believes that the rest of the Plan B project should be funded by a Section 27 adjustment. 

NOTICE AND PROTESTS

The Commission notified the service list in A.97-03-052 of this proposed increase on November 28, 2000 by U.S. mail.  There were no protest letters.  

Findings

1. AB 1182 requires the Commission to develop an alternative water supply in lieu of the Carmel River Dam.  

2. The Commission has hired a consultant to develop that alternative.  

3. The cost of complying with AB 1182 is expected to total $1,750,000.  

4. Cal-Am has been ordered to pay $750,000 of that amount to be recovered in rates from its Monterey Division customers.  

Therefore it is ordered that:

1.  Cal-Am shall reimburse the Commission for the costs of consulting services

to prepare the long-term contingency plan and environmental assessments 

for its Monterey Division up to a total of $1,250,000.  The $750,000 previously 

authorized and the $500,000 authorized herein.  

2. Cal-Am is authorized to open a second balancing account to track the 

additional payments to the Commission for later recovery through rates and 

should accrue interest on the balance at the 90-day commercial paper rate.  

The limit of this second account is $500,000.  

3.  Cal-Am is authorized to file an advice letter to recover the costs as soon as it makes full payment to the Commission.  

4.  This resolution is effective today.  

I certify that the foregoing resolution was duly introduced, passed and adopted at a conference of the Public Utilities Commission of the State of California held on December 21, 2000; the following Commissioners voting favorably thereon:  
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