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QlI.
Al.

Q2.
A2.

Q3.
A3.

Q4.
A4.

DIRECT TESTIMONY OF LACY CAROTHERS

PUBLIC VERSION

BACKGROUND
Please state your name and business address.
My name is Lacy Carothers. My business address is 700 Riverpoint Drive, West

Sacramento, CA 95605.

By whom are you employed and in what capacity?
I have been employed by California-American Water Company (“California American
Water” or the “Company”) since August 2013. I am currently the Senior Director of

Engineering.

Please summarize your educational background.
I received a Bachelor of Science in Mathematical Sciences from University of California
at Santa Barbara in September 2005 and a Master of Science in Civil Engineering from

San Diego State University in December 2010.

Please summarize your employment experience.
I started my career at Southern California Edison, an electric utility, in January 2010 as a
Design Engineer. My career in the water industry began in August 2013 when I came to

work for California American Water as a Project Engineer. In 2015, I was promoted to
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Project Manager where my role was delivering capital projects through the design,
permitting, and construction phase. From April 2021 — June 2023, I served as the
Engineering Manager for the Northern Division. In June 2023, I began serving as the

Senior Director of Engineering.

Have you testified before any regulatory agencies?

I have submitted written testimony before the California Public Utilities Commission
(“CPUC”) in previous California American Water general rate cases, and I appeared and
was cross-examined before the CPUC on April 21, 2026, in the Company’s most recent

general rate case.

Are you a registered professional engineer?

I am a registered professional engineer in the State of California.

PURPOSE AND SCOPE OF TESTIMONY

What is the purpose of your testimony?

The purpose of my testimony is to demonstrate from an engineering and project-delivery
perspective why California American Water’s requested cost cap of $825 million for the
initial phase of the 4.8 million gallons per day (“MGD”’) desalination component of the
Monterey Peninsula Water Supply Project is reasonable and necessary. My testimony
addresses three subjects. First, I describe the scope of the desalination facilities the
Commission authorized in D.18-09-017 and the 4.8 MGD phased configuration now
being built, and I explain that the phased configuration is the initial stage of the
authorized project, not a different project. Second, I present the costs incurred through
June 30, 2026, the engineering basis for the estimated cost to complete, and the
derivation of the proposed cap, which rests on an executed design-build contract, a
mature design, and recognized cost indices. Third, I explain why costs have risen since

the 2017 estimate underlying the original cap. The increase reflects nearly a decade of
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construction cost escalation, permit and environmental conditions imposed after the
decision, litigation, and an extended sequence of interdependent regulatory approvals. 1
also describe the steps the Company took throughout this period to advance the project,

control costs, and manage it prudently.

Please generally describe the MPSP.

The MPWSP is California American Water’s long-term water supply solution for the
Monterey Peninsula. The project was developed to provide a reliable, drought-resistant
water supply that reduces dependence on the Carmel River and the Seaside Groundwater
Basin, both of which are subject to regulatory restrictions and limitations on production.
The MPWSP consists of multiple components, including seawater desalination, Aquifer
Storage and Recovery (“ASR”) facilities, and integration with the Pure Water Monterey

project.

The MPWSP is unique among seawater desalination projects because it relies on
subsurface slant wells rather than a conventional open-ocean intake system. The slant
wells are drilled from an onshore location and extend beneath the shoreline and ocean
floor, allowing seawater to be naturally filtered through coastal sediments before reaching
the desalination facility. This approach substantially reduces marine life impacts and
eliminates the need for offshore intake structures, but it requires highly specialized
engineering, directional drilling techniques, and unique drilling equipment to construct

the wells beneath the ocean floor.

Since 2018, when the CPUC approved the MPWSP, the project has transitioned from a
long-planned water supply initiative into an active infrastructure and permitting program
aimed at securing a reliable, drought-resistant water future for the Monterey Peninsula.
The project was developed to address regulatory restrictions on Carmel River diversions,

reduce dependence on the overdrawn Seaside Groundwater Basin, and create a
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diversified water portfolio that includes desalination, Pure Water Monterey, and Aquifer
Storage and Recovery along with existing supplies from the Seaside Groundwater Basin

and Carmel River.

A. California Public Utilities Commission — Decision 18-09-017

Please generally describe the elements of the MPWSP that have been previously
approved for construction by the CPUC.

Several elements of the MPWSP were approved by the CPUC in separate proceedings
prior to and as part of the overall project. In Decision 16-09-021, the CPUC approved
California American Water's participation in the revised Water Purchase Agreement
associated with the Groundwater Replenishment Project, known as Pure Water Monterey.
Under that project, purified recycled water would be supplied for use within California
American Water’s Monterey Peninsula water system. The decision also approved related

conveyance facilities, including the Monterey Pipeline and the Monterey Pump Station.

Subsequently, in Decision 18-09-017, the CPUC approved a modified MPWSP, certified
the environmental review, adopted settlement agreements, issued a Certificate of Public
Convenience and Necessity, and authorized construction of a 6.4 MGD desalination plant
and associated facilities. These facilities include the desalination plant, subsurface intake
wells, brine discharge and conveyance facilities, water transmission pipelines, aquifer
storage and recovery system improvements, pump stations, and other infrastructure
necessary to deliver desalinated water to customers within the Monterey service area.
The CPUC concluded that a 6.4 MGD desalination facility represented the most

reasonable project size to address the region's water supply needs.

California American Water seeks CPUC approval of updates associated with constructing

the desalination facilities. As specified in my testimony, California American Water is
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requesting that the CPUC find it reasonable to increase the cost cap for the desalination

facilities to $825M.

What is the project scope for the desalination facilities authorized by D.18-09-017,
including: (a) desalination plant capacity (MGD); (b) number and type of intake wells;
(c) brine discharge system; (d) product water conveyance pipelines; (e) storage facilities;
and (f) related appurtenant facilities?

D.18-09-017 authorized construction and operation of the MPWSP Alternative Sa
configuration consisting of a 6.4 MGD seawater desalination plant supplied by seven
subsurface slant wells (one test well and six production intake wells), utilizing the
Monterey One Water (“M1W?”) ocean outfall for brine disposal, conveying product water
through approximately 34,000 feet of 36-inch transfer pipeline and related conveyance
facilities, incorporating treated-water, filtered-water, brine-equalization, and backwash-
reclamation storage facilities, and including associated pumps, treatment systems,
electrical and control systems, ASR facilities, and administration and maintenance

buildings.

What was the authorized production volume in acre-feet per year (“afy”) associated with
the 6.4 MGD plant capacity?

D.18-09-017 authorized a 6.4 MGD desalination plant with approximately 6,250 AFY in
non-drought years and approximately 7,167 AFY in drought years.! The increase of
approximately 917 AFY reflects the plant’s ability to provide additional water during

drought periods when alternative sources may be limited.

What was the authorized project site location for each major component (slant wells,
desal plant, brine outfall, pipelines) as described in D.18-09-017 and the Final

Environmental Impact Report/Environmental Impact Statement (“FEIR/EIS”)?

1D.18-09-017, p. 68.
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These locations correspond to Alternative S5a, approved by D.18-09-017. That alternative

consisted of a 6.4 MGD desalination plant with intake wells at the CEMEX site.

Table 1: Alternative 5a Locations

Monterey Regional Environmental Park

Desalination Plant (“MREP”) adjacent to M1W

Slant Wells CEMEX site

Existing M1W ocean outfall in Monterey

Brine Discharge Bay

Feedwater Pipeline CEMEX site to desalination plant

Desalination plant to California American

Northern Transfer Pipeline , . . :
Water’s Seaside service-area connection

Seaside border through California

Southern Transfer Pipeline :
u p American Water’s Monterey system

Storage Facilities At desalination plant site

Carmel Valley / Seaside Basin ASR

ASR Facilities
system

What type of desalination technology (reverse osmosis membrane system, pre-treatment,
post-treatment) was authorized in D.18-09-017?

D.18-09-017 authorized a seawater reverse osmosis (“SWRO”) desalination facility as
part of the MPWSP. The approved treatment process consists of three primary elements:
(1) source-water pretreatment facilities designed to remove suspended solids and other
constituents that could adversely affect membrane performance; (2) a reverse osmosis
membrane system serving as the primary desalination technology to remove dissolved
salts and impurities from seawater; and (3) post-treatment facilities to condition, stabilize,
and disinfect the finished water so that it complies with applicable drinking water
standards prior to entering the distribution system. The authorized treatment train

therefore includes pretreatment, reverse osmosis membrane treatment, and post-treatment
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stabilization and disinfection processes as integral components of the approved

desalination project.

What were the project objectives, as defined in D.18-09-017, that the authorized project
was intended to meet?

In Decision D.18-09-017, the CPUC determined that the authorized 6.4 MGD MPWSP
was needed to: (1) replace water supplies that must be reduced pursuant to the State
Water Resources Control Board's (“SWRCB”) Cease and Desist Order (“CDO”)
governing Carmel River diversions by California American Water; (2) meet the
reasonable water demands of California American Water's Monterey service area,
including existing customers, legal lots of record, Pebble Beach entitlements, and
anticipated tourism-related demand; (3) provide a reliable and secure long-term water
supply; (4) include a reasonable buffer against uncertainties; and (5) satisfy maximum
day and peak hour demand requirements. The CPUC concluded that the 6.4 MGD
project was the most reasonable alternative to achieve these objectives and authorized
construction of the project through issuance of a Certificate of Public Convenience and

Necessity (“CPCN”).

As stated by the CPUC:

"We conclude that a CPCN is needed to authorize Cal-Am to construct and operate the
MPWSP so that it may replace water supplies for Cal-Am's Monterey District in response
to the CDO issued by the State Water Resources Control Board to cease excess
diversions from the Carmel River by December 31, 2021, meet reasonable demand (e.g.,
existing customers, lots of record, Pebble Beach, tourism rebound), provide a reliable and
secure supply, include a reasonable 'buffer' against uncertainties, and satisfy all other

reasonable needs."
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This passage appears in Section 4.4.1 of D.18-09-017, where the CPUC explains its

decision to authorize the desalination project.

What milestones followed issuance of D.18-09-017?

On September 13, 2019, the CPUC issued the first Notice to Proceed, authorizing
construction of the initial transmission main segment in the City of Seaside. This phase
included approximately 5,300 feet of treated-water pipeline designed to support future

movement of water generated from new supply sources.

Progress continued through 2020 as additional project components received regulatory
authorization. In February 2020, the CPUC issued a Notice to Proceed for the Ryan
Ranch-Bishop Interconnection Improvements, followed in June 2020 by authorization for
the Carmel Valley Pump Station. These approvals allowed California American Water to
address critical infrastructure needs that would integrate future water supplies, such as

desal, Pure Water Monterey and ASR, into the existing regional distribution system.

The period between 2021 and 2022 represented an important transition for water supply
operations on the Monterey Peninsula. New infrastructure projects were put in place to
help meet state-mandated reductions in Carmel River withdrawals. During this time,
construction of a new 36-inch pipeline, known as the Parallel Pipeline, along General Jim
Moore Boulevard in Seaside was completed. The approximately 7,000-foot pipeline
allows water to be both injected into and extracted from the Seaside Groundwater Basin,

creating greater operational flexibility and enabling more effective use of ASR supplies.

By the end of 2021, the region had begun relying increasingly on a diversified supply
portfolio. The key elements of that strategy include groundwater storage, Pure Water

Monterey recycled water, ASR operations, and future desalination infrastructure. This
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transition represented a significant shift away from the historic reliance on Carmel River

pumping that had characterized the region's water supply system for decades.

B. California Coastal Commission — Coastal Development Permit

With the issuance of D.18-09-017 by the CPUC, could California American Water
immediately move forward with construction of the desalination facilities?

No. Although D.18-09-017 authorized the project, California American Water was
required to obtain additional regulatory approvals, including permits and approvals from
the California Coastal Commission, before construction could proceed. In 2017,
California American Water anticipated that the desalination project would be operational

by 2021.

When did California American Water first submit its application for a coastal
development permit (“CDP”) following D.18-09-017? Describe the timeline of
submissions, hearings, withdrawals, and resubmissions.

Two separate CDP applications were required—one for project components located
within the City of Marina’s Coastal Zone and subject to the City’s local coastal program,
and one for project components outside of the City of Marina and subject to the Coastal

Commission’s original jurisdiction.

On June 22, 2018, California American Water submitted a CDP application to the City of
Marina for those project components of California American Water’s MPWSP located
within the City of Marina’s Coastal Zone. On August 9, 2018, the City deemed the
application incomplete pending certification of the environmental impact report from the
CPUC. CPUC Decision D.18-09-017 was issued on September 13, 2018, approving a
modified MPWSP, certifying the environmental impact report and granting California
American Water authority to proceed with development of the project, subject to

obtaining all required permits from other regulatory agencies. The City’s Planning
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Commission held a public hearing on the application on February 14, 2019, and on
March 7, 2019, adopted a resolution denying the application. On May 10, 2019, the City
issued a notice of final local action based on the Planning Commission’s decision, and on
May 22,2019, California American Water appealed the City’s decision to the Coastal
Commission (Appeal No. A-3-MRA-19-0034). On June 11, 2019, the City challenged
the appealability of the City’s Planning Commission decision. The Coastal Commission
held a hearing on July 11, 2019, and the Coastal Commission then determined that the
City’s decision was appealable to the Coastal Commission and that the appeals were

valid.

Separately, on July 15, 2019, California American Water filed an application with the
Coastal Commission for a CDP for the project components located within the Coastal
Zone and subject to the Commission’s original jurisdiction (Application 9-20-0603). The
Coastal Commission consolidated review of the original jurisdiction application and the

appeal from the City of Marina Planning Commission’s denial.

On October 28, 2019, Coastal Commission staff issued a staff report recommending
denial of the project, largely based on the assumption that expansion of Monterey One
Water’s Pure Water Monterey recycled water project would satisfy future demand and
would have less environmental impacts on coastal resources than the desalination plant.
The staff report contradicted findings made by the CPUC in Decision 18-09-017.
Additionally, on November 4, 2019, Coastal Commission staff released an addendum to

the staff report, concluding that additional groundwater modeling was needed.

Following release of the addendum, Coastal Commission staff and CPUC staff met to
discuss the Coastal Commission staff recommendation, at which time CPUC staff raised
questions about the Coastal Commission staff’s findings on water supply and demand,

groundwater impacts, and the viability of an expansion of the Pure Water Monterey

10
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project. Additionally, the Coastal Commission identified unresolved issues concerning
whether feasible and less environmentally damaging alternatives to the proposed
desalination project had been adequately evaluated; whether sufficient information
existed to assess the project's potential impacts on groundwater resources and
hydrogeologic conditions; and whether the project would adversely affect coastal
resources protected under the California Coastal Act, including environmentally sensitive
habitat areas and related natural resources. The Coastal Commission determined that
these issues warranted further consideration and technical review. Although the Coastal
Commission opened its public hearing on both the appeal from the City of Marina’s
denial, and California American Water’s application for a coastal development permit
within the Coastal Commission’s original jurisdiction, on November 14, 2019, Coastal
Commission staff advised that no vote would be taken at the meeting because questions
raised by the CPUC required further investigation. The hearing was therefore continued
to September 17, 2020, without taking final action, pending receipt and evaluation of
additional information, including further analysis concerning groundwater and

hydrogeologic impacts.

To reduce some of the existing uncertainties to determine whether the proposed project
would conform to the groundwater protection provision of Coastal Act Section 30231,
Coastal Commission staff, as part of the Commission’s prior review of the project,
contracted with an independent licensed hydrogeologist to review some of these studies
and conclusions, to conduct additional analyses, and to reach independent conclusions
about these issues. The initial review, prepared in November 2019, concluded that there
were several substantial remaining uncertainties about how California American Water’s
extraction of groundwater may affect the groundwater basin and the amount of
potentially usable groundwater within the area. It also recommended that additional data
collection and modeling were needed to further reduce the degree of uncertainty about

expected impacts, although it also suggested that some of that uncertainty and potential

11
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impacts could be reduced by ensuring that the screened sections of California American
Water’s wells extended further seaward so they could extract a greater percentage of
seawater from beneath Monterey Bay. After the Commission’s November 2019 hearing,
California American Water agreed to fund some of the additional recommended analysis
to allow for further reduction in uncertainties about the proposed project’s effects on
groundwater and to better determine the amount of “non-seawater” likely to be extracted
by California American Water’s wells. The Coastal Commission’s independent

consultant submitted its second review in July 2020.

On August 25, 2020, Coastal Commission staff released a staff report again
recommending denial of the project. Although the report concluded that the project
would have a negligible impact on groundwater resources, the report also concluded that
the project would impact other coastal resources, such as environmentally sensitive
habitat areas and wetlands, and the expansion of the Pure Water Monterey project
remained a feasible alternative that would avoid those impacts. The staff report also
noted disproportionate impacts to communities of concern. On September 16, 2020,
California American Water withdrew its original jurisdiction application (the appeal
remained pending). The withdrawal was to allow additional time to address staft’s
environmental justice and community concerns. California American Water noted that it

intended to refile the application as soon as possible.

California American Water refiled the original jurisdiction application on November 6,
2020. On December 3, 2020, the Coastal Commission sent a notice of incomplete
application, identifying certain additional information needed to consider the application
complete. Between 2020 and 2022 California American Water undertook substantial
efforts to provide additional information and address concerns raised by the Coastal
Commission. California American Water proposed reducing the initial project footprint

through a phased implementation approach, lowering the initial desalination production

12
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capacity, revising pipeline construction methods to reduce impacts to environmentally
sensitive habitat areas, and proposing a program to provide cost assistance to low income
customers. California American Water also conducted public outreach efforts resulting
in a proposal to provide the City of Marina with funds for use by the City for
enhancements or amenities the City may want to develop for its residents. On September
1, 2022, the Coastal Commission deemed California American Water’s application

complete.

The Coastal Commission considered the resubmitted application and the appeal of the
City of Marina’s permit denial at the Coastal Commission’s November 17, 2022, hearing.
At that hearing, the Coastal Commission approved the project subject to numerous
conditions. Those conditions address coastal resource protection, environmentally
sensitive habitat areas, groundwater monitoring, wetlands protection, environmental
justice concerns, public access, and long-term operational requirements. The approval
allowed the project to move forward, subject to satisfaction of the Coastal Commission's

conditions and the acquisition of additional required permits and approvals.

What specific actions did California American Water take between November 2019 and
November 2022 to advance the Coastal Commission permitting and minimize delay?

A significant portion of the project schedule extension resulted from the extensive review
process associated with obtaining Coastal Commission approval for the desalination
facilities. The Coastal Commission review process required multiple rounds of technical
evaluation, environmental analysis, permit condition development, coordination with

local agencies, and public hearings before final action could occur.

California American Water took a number of actions between November 2019 and
November 2022 to address issues raised by Coastal Commission staff and

Commissioners, revising elements of the project design (such as adopting the phased

13
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approach), developing additional technical information, and increasing stakeholder
outreach. Following concerns raised during earlier Coastal Commission review,
California American Water provided additional groundwater analyses, data collection,
modeling, and technical evaluations intended to address issues associated with
groundwater drawdown, seawater intrusion, wetlands, and water supply impacts. The
following activities to address Coastal Commission concerns took place between

November 2019 and November 2022:

Community Outreach: California American Water conducted targeted outreach to both

Native American tribal governments, local communities, and local governments to update
them on the MPWSP and receive feedback, concerns, and questions. California
American Water met with Marina officials multiple times in 2020 and 2021 to discuss
potential compromises, project benefits, and possible partnerships. California American
Water conducted multiple in person meetings and workshops with tribal governments and
in the communities of Marina, Seaside, Sand City, Salinas, and Castroville between July
and October 2022. California American Water conducted outreach to dozens of
community organizations and to residents via mail, advertising, social media, and phone.
Finally, California American Water compiled the input it received, prepared
comprehensive responses to address comments, questions, and concerns; and California
American Water identified changes to the project in response to the public’s concerns and

posted the document on the MPWSP website that California American Water maintains.

California American Water prepared, and submitted to the Coastal Commission, a

proposal to fund certain public improvements in Marina, and California American Water

developed a public access plan at the Cemex site.

14
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Low Income Rate Relief: Subject to CPUC approval, California American Water
proposed enhancement and expansion of existing programs, and multiple new
programs to assist qualifying low-income customers with rates.

Mitigation: In November 2020, California American Water submitted a detailed
Draft Habitat Mitigation and Monitoring Plan for the Cemex site and along the
project pipeline route to mitigate impacts for potential environmentally sensitive
habitat areas (“ESHA”) from the project. California American Water worked
with the Coastal Commission and revised the plan in response to comments
received. California American Water then submitted an updated plan in
September 2022.

Wetlands: In 2020, California American Water’s consultants prepared and
submitted to the Coastal Commission a technical memorandum analyzing the
influence of subsurface aquifer drawdown upon surface waters and wetlands in
the vicinity of the project. The analysis concluded that pumping from the
project’s slant wells would not adversely affect nearby wetlands and ponds.
Nevertheless, the memorandum proposed a comprehensive adaptive management
program to ensure that potential impacts are avoided and, if necessary,
implementation of wetland resiliency, enhancement, or restoration activities so
that there would be no adverse impacts.

Supply and Demand: In September 2022, California American Water provided

the Coastal Commission with updated detailed supply and demand projections
demonstrating the need for the project. California American Water also informed
the Coastal Commission of the ongoing proceeding before the CPUC to receive
updates on projected supply and demand.

Project Phasing: In response to community concerns, California American Water

proposed phasing construction of the project, with an initial 4.8 MGD phase, to
reduce the project’s footprint at the Cemex site and reduce potential impacts to

ESHA.

15
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e Groundwater: The Coastal Commission acknowledged potential impacts to
groundwater had been extensively analyzed as part of the CPUC’s CEQA review,
operation of the slant test well, and other analyses, but that some degree of
uncertainty remained. The Coastal Commission engaged, and California
American Water funded, an independent hydrogeologist to review past studies
and conclusions, conduct additional analyses and reach independent conclusions
about these issues. An initial review prepared in November 2019 by the
independent consultant concluded that the project would have a negligible impact
on seawater intrusion, but some uncertainty remained. The report recommended
additional data collection and modeling to reduce the degree of uncertainty. The
report also indicated that some uncertainty and potential impacts could be reduced
by extending the screened portions of the slant wells further seaward. California

American Water funded the additional work recommended by the consultant.

In July 2020, the independent consultant submitted its second review, which
recommended that additional modeling be done to further evaluate and describe potential
groundwater impacts. Specifically, the consultant recommended use of a transient model
and a number of specific revisions to the model. California American Water’s
consultants implemented the recommendations of the independent consultant, conducted
additional modeling with several changed parameters recommended by the independent
consultant, and in July 2022 submitted a detailed evaluation of the results of the

additional work.

The most significant design modification was California American Water's adoption of a
phased project approach. Rather than immediately constructing the full 6.4 MGD
desalination capacity, California American Water proposed an initial 4.8 MGD phase,
with expansion to 6.4 MGD upon demonstration of future need and successful operation

of the first phase. The Coastal Commission staff found that this modification reduced the
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initial environmental footprint of the project, including reductions in ESHA impacts and
potential groundwater impacts. In addition, California American Water modified the
project footprint and wellfield design to address concerns raised by the City of Marina
and others regarding habitat impacts. The company agreed to a smaller footprint and
project phasing and revised aspects of the well design to reduce potential impacts to
ESHA. California American Water also revised portions of the pipeline design to use
tunneling and trenchless construction techniques rather than open trench construction.
According to the Coastal Commission staff report, these revisions reduced surface
disturbance and reduced ESHA impacts by several acres compared to earlier project

versions.

Is 4.8 MGD within the scope of what D.18-09-017 authorized? Please provide the
engineering team's view.

Yes. From an engineering perspective, the 4.8 MGD desalination facility is within the
scope of the project authorized by D.18-09-017 because it represents a phased
implementation of the authorized 6.4 MGD MPWSP, not a separate or standalone 4.8
MGD project. D.18-09-017 approved the 6.4 MGD desalination project as the preferred
alternative and recognized that plant capacity could be adjusted through the modular
addition or removal of desalination treatment trains. The decision did not require that all

authorized capacity be constructed simultaneously.

The currently proposed desalination facilities are not a different project from the one
approved in D.18-09-017. Rather, they are the initial phase of the authorized 6.4 MGD
desalination facility and preserve the ability to achieve the full authorized capacity
through future expansion. The desalination plant, intake facilities, conveyance pipelines,
and related infrastructure being constructed for the 4.8 MGD facilities are integral

components of the ultimate 6.4 MGD project. Accordingly, the 4.8 MGD configuration
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is properly viewed as a phased implementation of the project authorized by D.18-09-017

and therefore falls within the scope of that authorization.

C. MPWSP — 4.8 MGD Desalination Facilities
What is the current scope of the MPWSP desalination facilities?
The current scope of the MPWSP desalination facilities as proposed for construction

includes:

e Desalination plant with a capacity of 4.8 MGD and the ability to expand to 6.4
MGD.

e 5 slant wells (4 new plus the existing test well converted to a production well) at
the CEMEX site.

e Brine discharge via Monterey One’s existing ocean outfall.

e Source-water, transfer, product-water, brine, and related pipelines.

¢ Brine storage basins/ponds and treatment storage.

e Appurtenant facilities include RO treatment, pretreatment, post-treatment,
chemical systems, electrical/ SCADA, administration, maintenance, pumping and

ancillary infrastructure.

What is the production volume in afy associated with the 4.8 MGD desalination facilities
portion of the plant, and how does it compare to the 6,250 afy associated with the 6.4
MGD plant configuration?

The 4.8 MGD desalination plant corresponds to approximately 4,700 afy of production in
non-drought years. Compared with 6,250 afy for the 6.4 MGD configuration, the 4.8
MGD configuration would provide approximately 1,550 afy less water, or about 25% less

production capacity until the 6.4 MGD buildout is completed.
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What are the engineering specifications — capacity, membrane system, pre-treatment,
post-treatment — for the 4.8 MGD plant as currently designed, compared to the 6.4
MGD configuration?

The 4.8 MGD facility is intended as the first phase of a project that preserves the ability
to expand to the full capacity of 6.4 MGD. Consistent with what the CPUC has
authorized, from a treatment-process perspective, the currently designed 4.8 MGD
desalination facility employs the same fundamental desalination technology and
treatment train the CPUC authorized in D.18-09-017 for the MPWSP project. The 4.8
MGD desalination facility utilizes a seawater desalination system consisting of
pretreatment, reverse osmosis membrane treatment, and post-treatment stabilization and
disinfection processes. With respect to pretreatment, the current design includes granular
media pressure filters and cartridge filters to remove suspended solids and other
constituents that could adversely affect membrane performance. These pretreatment
facilities serve the same functional purpose as those the CPUC evaluated as part of the
6.4 MGD authorized desalination project. With respect to the membrane system, the
current design utilizes a two-pass reverse osmosis membrane system as the primary
desalination technology. Reverse osmosis membranes remove dissolved salts and other
constituents from the seawater source, producing potable water that can be conditioned
and delivered to the distribution system. With respect to post-treatment, the current
design includes product-water stabilization and corrosion-control treatment, disinfection,
and associated finished-water storage and conveyance facilities. The facility also
includes the chemical feed systems and operational controls necessary to produce water

that meets drinking water standards prior to entering the distribution system.

Accordingly, the engineering distinction between the currently proposed 4.8 MGD
desalination facility and the 6.4 MGD facility authorized in D.18-09-017, is principally
one of capacity and sizing, not treatment technology. The same overall treatment

approach—pretreatment, reverse osmosis desalination, and post-treatment conditioning
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and disinfection—remains unchanged. The desalination facility is designed to produce
up to 4.8 MGD of potable water initially while preserving infrastructure and design
features that support future expansion to the full 6.4 MGD capacity authorized by the
CPUC.

What is the design basis for the 4.8 MGD plant production?

The proposed desalination facility is designed to produce up to 4.8 MGD of potable water
using the treatment process previously approved by the CPUC as part of the MPWSP,
consisting of pretreatment, reverse osmosis desalination, and post-treatment conditioning
and disinfection. The facility has a design recovery rate of 42.5 percent, which means
that 42.5% of the seawater entering the reverse osmosis system is converted into drinking
water while the remaining 57.5% leaves the plant as brine concentrate. The facility is
designed based on an average feedwater salinity of 33.6 parts per thousand (“ppt”) and an
average feedwater temperature of 12 degrees Celsius. Under those design conditions, the
facility's maximum electrical utilization is 24.3 kilowatt-hours per thousand gallons of
treated water produced. The facility is also designed to meet potable water quality
requirements, including average total dissolved solids of 300 mg/L or less and average

turbidity of 0.5 NTU or less.

Does phasing to 4.8 MGD still meet the project objectives stated in D.18-09-017,
including: (a) Carmel River CDO compliance; (b) Seaside Basin allocation compliance;
(c) Basin replenishment obligation; (d) service to legal lots of record; and (e) meeting
peak-hour demand?

Yes. From an engineering perspective, the 4.8 MGD desalination facility continues to
support the fundamental objectives underlying the CPUC's approval of the MPWSP when
the facility is operated as part of the project's integrated water supply portfolio, which
includes Pure Water Monterey, ASR, and existing system facilities. From a design and

engineering standpoint, the 4.8 MGD facility is the same desalination project as the 6.4
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MGD facility authorized by the CPUC, with the initial phase constructed at a lower

production capacity while preserving the ability to expand to the full 6.4 MGD capacity.

The initial 4.8 MGD facility provides a new drought-resilient potable water supply that
reduces reliance on Carmel River diversions and groundwater pumping, thereby
supporting compliance with the Carmel River CDO and Seaside Groundwater Basin
production constraints. It also remains integrated with the broader MPWSP strategy,
including Pure Water Monterey and ASR operations, which together support basin

replenishment objectives and long-term water supply reliability.

In addition, the engineering analysis indicates that the 4.8 MGD facility, together with
existing and approved complementary water supplies, continues to provide a reliable
foundation for serving existing customers and anticipated demand associated with legal
lots of record. Peak demands are met through the combined operation of water
production, storage, conveyance, groundwater, recycled water, and ASR facilities. The

desalination facility was designed to operate within that integrated system.

Desalination is especially critical during drought periods because it provides a
precipitation-independent (i.e., drought resistant) source of supply when other water
sources may be constrained because of a lack of rain. As recognized by the CPUC in
D.18-09-017, desalination provides additional reliability during drought conditions and
helps ensure the system can continue to meet customer demands when alternative

supplies are limited.

While the CPUC ultimately authorized a 6.4 MGD desalination facility and found that
larger facility was the preferred alternative, the initial 4.8 MGD phase of the facility
continues to advance the same fundamental project objectives by contributing to

regulatory compliance, water supply reliability, and long-term portfolio resilience. The
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difference between the 4.8 MGD and 6.4 MGD configurations is principally one of initial
production capacity and phasing, rather than a change in the fundamental purpose,
function, or engineering concept of the desalination project. The 4.8 MGD configuration
represents a phased implementation approach while preserving a pathway to the full 6.4

MGD capacity previously authorized by the CPUC.

1. Slant Wells
How many subsurface slant wells were authorized in D.18-09-017, and what were the
authorized locations and design specifications (depth, angle, casing, production capacity
per well)?
D.18-09-017 authorized a seawater intake system consisting of seven subsurface slant
wells, including six new production wells and the conversion of the existing test slant

well, all located at the former CEMEX/Lapis site in Marina, California.

The approved FEIR/EIS (the environmental document certified and adopted through
D.18-09-017) contained substantially more detail on the slant wells than the decision
itself. The decision primarily identifies the approved alternative and number of wells,
while the FEIR/EIS and its supporting project-description chapters contain the
engineering description used for environmental analysis. The FEIR/EIS described that
each slant well was expected to produce approximately 2,000 to 2,500 gallons per
minute, resulting in a total intake capacity of approximately 24.1 million gallons per day

for the full ten-well project.

For Alternative 5a, which was later selected as the environmentally superior alternative
and subsequently approved by the CPUC, the FEIR/EIS described a reduced-capacity
project consisting of seven slant wells and an intake capacity of approximately 15.5

million gallons per day supporting a 6.4 MGD desalination plant.
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The FEIR/EIS further described the wells as being approximately 800 to 1,000 feet in
length, drilled at angles ranging from approximately 14 to 19 degrees below horizontal,
and extending beneath the shoreline to offshore locations. The wells were expected to
terminate between approximately 63 and 356 feet seaward of the mean high-water line
and reach depths of approximately 190 to 250 feet below the seafloor. While the
FEIR/EIS provided substantial engineering detail sufficient to support environmental
analysis, it was not a final construction drawing package. The FEIR/EIS described the
wells' location, length, angle, depth, pumping capacity, and screened aquifers, but it did
not establish final construction specifications such as casing diameter, casing wall

thickness, screen slot size, or final materials of construction.

How many slant wells are included in the current 4.8 MGD phase? What are their
locations, depths, angles, casing specifications, and individual production capacities?
The 4.8 MGD facilities include the construction of four new production wells and the
conversion of the existing test well into a production well. The test well will be known as
Slant Well 1 (“SW-17). SW-1 was constructed at a 19-degree angle with a borehole
length of 724 feet, and a depth of 202 feet below sea level. SW-1 consists of conductor
casing diameters of 30”, 28”, and 26” with respective lengths of 63 feet, 123 feet, and
288 feet. Conductor casings are made of mild steel. SW-1 includes 200 linear feet and
55 linear feet of 18 and 14” casing respectively. SW-1 includes 180 linear feet of 18”
diameter screen and 320 linear feet of 14” diameter screen. Casing and screens are
constructed of 2507 Super Duplex stainless steel. Slant Well 2 (“SW-27) through Slant
Well 5 (“SW-57) are designed to be constructed at a 14-degree angle with a borehole
length of at least 1000 linear feet. Each well is designed to consist of 50 feet of 44”
diameter conductor casing made of mild steel. SW-2 through SW-5 are designed to
include 262 linear feet of 20” diameter well casing and 35 linear feet of 14” diameter
casing. SW-2 & SW-3 are designed to include 320 feet and 330 feet of 20” & 14”

diameter well screens respectively. SW-4 & SW-5 are designed to include 330 and 370
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feet of 20” and 14” diameter well screens respectively. Well screens and casings are all
designed to be constructed of 2507 Super Duplex stainless steel. SW-2 & SW-3 are
designed to be constructed to a depth of 204 feet below sea level. SW-4 is designed to be
constructed to a depth of 214 feet below sea level and SW-5 is designed to be constructed
to a depth of 223 feet below sea level. Based on test data, SW-1 is anticipated to have a
pumping capacity of approximately 2,000 gallons per minute. It is difficult to determine
the capacity of a well until it has been drilled and tested. Due to the longer lengths of
well screen, SW-2 through SW-5 are estimated to produce up to approximately 2,250

gallons per minute each.

Which slant wells have been or are planned to be constructed, permitted, or tested?
Provide the status of each well with dates of key milestones.

To date, one test slant well has been constructed, permitted, and successfully tested. The
well is currently authorized as a test well and is not permitted for potable water
production. To maintain the well and preserve its operational integrity, California
American Water has obtained periodic CDP amendments from the Coastal Commission
allowing the well to remain in place and be exercised monthly. Most recently, CDP
Amendment Nos. 9-14-1735-A10 / A-3-MRA-14-0050-A10 authorized the test slant well

to remain in place and be maintained through February 28, 2027.

California American Water is currently developing plans to obtain the necessary permits
to convert the existing test slant well into a production well that can provide drinking
water as part of the MPWSP. Upon obtaining the required approvals, the existing test
well is expected to become one of the project's operational intake wells, complementing
the planned construction of the remaining slant wells needed to support the desalination

facility.
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The current construction plan contemplates a phased development of the four new slant
wells. The plan considers environmental permitting requirements, including restrictions
associated with the Western snowy plover nesting season. Construction and testing
activities are therefore scheduled during the non-nesting season, which generally extends

from October 1 through February 28.

Under the current schedule, SW-5 is anticipated to be constructed and tested during the
2027-2028 non-nesting season. Construction of SW-3 is anticipated to begin during that
same 2027-2028 season, with a portion of the drilling activities completed at that time.
SW-3 is then anticipated to be completed and tested during the following 2028-2029 non-

nesting season.

SW-4 is anticipated to be constructed, completed, and tested during the 2028-2029 non-
nesting season. Finally, SW-2 is anticipated to be constructed, completed, and tested

during the 2029-2030 non-nesting season.

Accordingly, the current sequencing anticipates: (1) SW-5 construction and testing in
2027-2028; (2) SW-3 construction beginning in 2027-2028 and completion in 2028-2029;
(3) SW-4 construction and testing in 2028-2029; and (4) SW-2 construction and testing in
2029-2030. This phased approach facilitates compliance with environmental constraints

while allowing the intake system to be developed in an orderly manner.

Did the November 2022 Coastal Commission CDP impose conditions on slant well
construction that were not anticipated in D.18-09-017?

Yes. The November 2022 CDP included special conditions governing slant-well design,
construction, monitoring, and environmental protection that were not specifically
prescribed in D.18-09-017. The main drivers for the special conditions were the Coastal

Commission’s concerns about impacts from project pumping on groundwater and
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sensitive environmental resources. While the underlying slant-well intake concept
remains unchanged, the Coastal Commission CDP imposed extensive design, monitoring,
and environmental compliance requirements in addition to the Mitigation Monitoring and
Reporting Program adopted by the CPUC as part of Decision 18-09-017. These
additional requirements were developed as part of the Coastal Commission's independent

Coastal Act review, and they influence project implementation and associated costs.

Most notably, Special Condition 11 of the CDP requires that the intake wells be designed
and constructed to extend at least 1,000 feet seaward of the proposed wellhead and shall
screen wells so they extract water as far seaward as is feasible without penetrating the
400-foot aquifer to minimize potential impacts to groundwater resources. This condition
establishes an additional design consideration for well alignment and construction. The

completed design demonstrates compliance with this special condition.

The Coastal Commission also adopted Special Condition 12, which requires
implementation of a groundwater monitoring plan to ensure that the slant well pumping
does not adversely affect the quality and availability of fresh water in the aquifers that are
a source of drinking water. This condition includes installation of additional monitoring
wells, a comprehensive monitoring program, reporting, and response measures intended
to evaluate and address potential groundwater impacts associated with well construction

and operation.

The Coastal Commission also adopted Special Condition 13, requiring a wetland and
vernal pond adaptive management program to protect against adverse impacts to area
wetlands and vernal ponds. This condition includes data collection, a detailed monitoring
plan, and proposed adaptive management actions if the data suggests the project may be

having an adverse effect on wetlands or vernal ponds.

26




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

Q29.
A29.

In addition, the CDP includes requirements related to protection of coastal dunes and
environmentally sensitive habitat areas. These requirements include biological and
environmental monitoring, impact verification, mitigation and restoration measures, long-
term monitoring, and adaptive management obligations associated with construction and

operation of the well field.

Is there anything unique about drilling the slant wells?

Yes. The drill rig is not a conventional water-well rig or a standard horizontal
directional drilling (“HDD”) rig. It is a highly specialized, custom-modified piece of
equipment designed specifically to construct long-reach subsurface intake wells
extending beneath the ocean floor. There is only one drill rig currently available in the
United States capable of performing the extended-reach directional drilling required for

the MPWSP's ocean-subsurface slant wells.

The slant wells are drilled from an onshore location at approximately 14 degrees below
horizontal, extending roughly 1,000 feet beneath the shoreline and seafloor to collect

seawater naturally filtered through coastal sands.

The rig was modified specifically for slant-well construction. The drilling unit is a
modified Foremost DR-40 dual-rotary drill rig configured for low-angle drilling. The
rig's anchoring system and drilling configuration were specially adapted for the Monterey

application and the demands of constructing large-diameter slant wells.

The rig provides approximately 5 million inch-pounds (about 416,000 ft-1b) of torque,
roughly double the capacity of many other available rigs. This torque is necessary to
install and ultimately remove the large temporary steel casings used during construction

of the well.
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Unlike traditional HDD operations, the MPWSP wells require progressive installation of
large-diameter temporary casing strings, ultimately accommodating permanent stainless-
steel well screens and casings extending beneath the ocean floor. The rig must both
advance these casings and later extract them while overcoming friction, gravel-pack

resistance, and the weight of the casing string.

The rig combines features of vertical water-well drilling and directional drilling. It
functions more like a large vertical drilling rig that has been adapted to operate at a low

inclination angle.

What is the current status of State Lands Commission lease application(s) for slant well
areas?

On June 23, 2026, the State Lands Commission approved the lease application for the
four slant wells for the 4.8 MGD desalination plant. On July 24, 2026, the City of
Marina, Monterey Peninsula Water Management District, Marina Coast Water District
(“MCWD”) and MCWD GSA filed a petition for writ of mandate in Monterey Superior
Court challenging the State Lands Commission’s approval of the lease. That matter

remains pending.

What raw water quality testing has been conducted at the slant well sites, and what do
results indicate about pre-treatment requirements compared to D.18-09-017 assumptions?
California American Water constructed and operated a full-scale test slant well at the
CEMEX site in Marina. The testing program included drilling investigations, long-term
pumping tests, groundwater monitoring, and raw-water quality sampling to evaluate
whether the offshore aquifer system could provide source water suitable for desalination.
The results of that testing were subsequently incorporated into the MPWSP

environmental review and permitting proceedings.
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Extensive test-slant-well pumping and water-quality sampling were performed at the
CEMEX test well beginning in 2015, and those results generally confirmed one of the
core assumptions underlying the MPWSP: namely, that a subsurface slant-well intake
would provide naturally filtered source water with significantly lower particulate loading

than an open-ocean intake, thereby reducing pretreatment requirements.

The test results confirmed that the subsurface intake functions as a natural filtration
system. Project technical presentations reported that water drawn through offshore
sediments benefits from substantial natural filtration, reducing suspended solids,
turbidity, algae, and other constituents commonly encountered in direct seawater intakes.
The project proponents identified reduced pretreatment requirements as one of the

principal operational advantages of the slant-well approach.

Results in this area were consistent with the assumptions adopted in D.18-09-017. The
CPUC-approved project was premised on the use of subsurface slant wells specifically
because they were expected to produce higher-quality feedwater than an open-ocean
intake and thereby reduce pretreatment needs. The testing performed at the CEMEX site

appears to have validated that fundamental assumption.

2. Desalination Plant
Has the proposed desalination plant site changed from what was authorized in D.18-09-
017?
No material desalination plant site change has been identified between D.18-09-017 and
the later Coastal Commission application. The plant remains at the Monterey Regional

Environmental Park / M1W area contemplated in the CPUC-approved project.

What is the current design basis document or design-build scope for the desalination

plant? What engineering milestones have been completed?
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The current design basis for the MPWSP desalination facility is documented through the

Basis of Design Report (see Attachment 3 CONFIDENTIAL) and the associated design-

build contract documents between California American Water and CDM Constructors,
Inc. The Basis of Design Report establishes the technical and operational requirements
for the desalination facility, including the process design, hydraulic criteria, treatment
capacity, conveyance interfaces, and expansion capability from the initial 4.8 MGD
configuration to the ultimate 6.4 MGD configuration. The report describes a seawater
reverse osmosis (“SWRO”) plant designed to operate continuously at an initial capacity
of 4.8 MGD, while preserving the ability for future expansion to 6.4 MGD. The design-
build scope is further defined in the design build agreement. Under that scope, the
desalination plant includes pretreatment filtration facilities, reverse osmosis treatment
systems, post-treatment stabilization systems, brine equalization and pumping facilities,
finished-water storage tanks, pumping systems, electrical systems, buildings, and

associated process and operational infrastructure.

The engineering milestones completed to date include:

[u—

Conceptual design and project development evaluations.

2. Preliminary design, including alternatives analysis, geotechnical investigations,
and Basis of Design development.

3. Draft and final permitting design packages.

4. Final design completion, including redesign associated with the phased initial 4.8
MGD facility.

5. Issued-for-Construction (“IFC”) package preparation as part of the design-build
delivery process.

6. Transition into construction following execution of the design-build contract in

April 2026 and commencement of construction activities in August 2026.

30




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

Q34.

A34.

Q35.

A35.

Q36.
A36.

Has the process technology (membrane type, pre-treatment approach, energy recovery)
changed from what was described in the D.18-09-017 FEIR/EIS?

The MPWSP's core treatment technology remains substantially unchanged from the
FEIR/EIS and D.18-09-017 design basis. The project continues to rely on subsurface
slant-well intakes, granular media and cartridge pretreatment, reverse osmosis with

partial second-pass treatment, and energy-recovery technology.

3. Brine Discharge System
What brine discharge system is currently proposed for the 4.8 MGD facilities, and how
does it compare in design and capacity to the system authorized in D.18-09-017?
The currently proposed brine discharge system continues to utilize the same fundamental
disposal concept that was authorized in D.18-09-017: desalination concentrate is
conveyed to the M1 W Regional Treatment Plant. The concentrate is then blended with
MI1W wastewater treatment flows and discharged through the existing MIW ocean

outfall into the Monterey Bay.

Under the current design, brine generated by the desalination plant's reverse osmosis
treatment process is first directed to an on-site equalization basin and associated brine
storage facilities. From there, the concentrate is conveyed through a dedicated brine
pipeline to the M1W treatment facility. At M1W, the brine enters a brine mixing
structure where it is commingled with M1W waste streams, including secondary effluent
and other treatment residual streams, before discharge through the existing 60-inch ocean

outfall.

What is the current status of the brine discharge permits and related agreements?
An application for amendment of M1W’s discharge permit was submitted by M1W to
Regional Water Quality Control Board (“RWQCB”) on October 1, 2024. The

alternatives analysis was approved by M1W’s Board in June 2025 and was submitted to
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the RWQCB on July 1, 2025. The RWQCB posted the draft NPDES permit for public
comment on July 31, 2026. California American Water submitted comments on August

31. The draft permit is scheduled to be voted on at the December 2026 meeting.

An application for a CDP for the outfall improvements was submitted by M1W on April
1,2026. On April 29, 2026, the Coastal Commission sent a notice of incomplete
application. Re-submittal of the Coastal Commission permit for the outfall
improvements is scheduled to be submitted in fourth quarter 2026 with a hearing

anticipated for Spring 2027.

California American Water has a written agreement with M1W to negotiate the outfall

lease in good faith. The agreement extends to September 2027.

What brine characterization testing has been completed since D.18-09-017? Do current
brine quality projections require different treatment or discharge specifications than
originally anticipated?

Since D.18-09-017, additional brine characterization and discharge compliance
evaluations have been performed using data from the temporary test slant well collected
between April 2015 and February 2018, together with M1W operational data through
August 2023. Those analyses supported development of the project's NPDES permit,
Ocean Plan compliance evaluations, and the Monitoring and Reporting Plan for the
California American Water Company Desalination Brine Discharge Monitoring Program,

prepared by Applied Marine Sciences, dated December 10, 2024.

Based on the analyses completed to date, the project continues to utilize the same
fundamental brine management approach approved in D.18-09-017, whereby desalination
concentrate is conveyed to M1 W, blended with other treatment facility flows, and

discharged through the existing ocean outfall.
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Q38.

A38.

4, Production Water Conveyance Pipelines
What are the routes, diameters, materials, and specifications of the product water
conveyance pipelines in the current design, and how do they compare to what was
authorized in D.18-09-017?
The product water conveyance system in the current design consists primarily of the
Transfer Pipeline and the Castroville Pipeline. The overall conveyance corridors remain
substantially consistent with those evaluated and approved as part of the MPWSP, with
refinements resulting from continued engineering and permitting activities. The current
alignment continues adjacent to Charles Benson Road, and utilizes Lapis Road, the
Transportation Agency for Monterey County rail corridor, Lightfighter Drive, and
General Jim Moore Boulevard to convey desalinated water into California American

Water's Monterey distribution system.

The Transfer Pipeline originates at the proposed desalination facility, extends adjacent to
Charles Benson Road and along Lapis Road, enters the TAMC rail corridor through
Marina and State Parks Land, and connects to previously constructed pipeline segments
along Lightfighter Drive and General Jim Moore Boulevard in Seaside. Under the
current design, the newly constructed portions of the Transfer Pipeline are proposed as
24-inch diameter transmission mains. Current Division of Drinking Water permitting
documents are based on 24-inch ductile iron pipe conforming to AWWA C151 standards
with a Class 250 pressure rating, asphaltic coating, and restrained or push-on joints. The
pipeline is designed to operate generally within a pressure range of approximately 50 to

150 psi. The design evaluation also considered PVC and HDPE materials.

The Castroville Pipeline branches from the Transfer Pipeline near Lapis Road and
extends north toward Castroville. The alignment generally follows the TAMC corridor
and Monte Road, crosses the Salinas River at the Monte Road Bridge, and continues to

delivery points serving the Castroville Community Services District ("CCSD") and the
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Q39.

A39.

Castroville Seawater Intrusion Project ("CSIP"). The current design consists of a 12-inch
pipeline from the Transfer Pipeline connection to the CSIP turnout and an 8-inch pipeline
from that point north to the CCSD connection. In addition to supporting regional water
management objectives, the Castroville Pipeline is intended to provide a connection to
CCSD, a community that has historically faced drinking water reliability and water
quality challenges and is recognized as a disadvantaged community. The pipeline
therefore provides an important public benefit by creating the ability to deliver a reliable
source of potable water to the Castroville area while also supporting the broader regional

water supply strategy.

What pipeline segments have been constructed, partially completed, permitted, or
designed as of the testimony filing date?

The product water conveyance facilities that have been physically constructed to date are
portions of the Transfer Pipeline located within the City of Seaside. Specifically, two
segments of the Transfer Pipeline were installed along Lightfighter Drive and General
Jim Moore Boulevard. Beyond those previously completed Transfer Pipeline segments,
the remaining pipeline facilities associated with the current design have advanced
through various stages of engineering design and permitting but have not yet been

constructed. These include:

The Transfer Pipeline extending from the desalination plant along and adjacent to Charles
Benson Road, Lapis Road, the TAMC rail corridor, Marina, and Seaside to connect with
the previously installed pipeline segments. Current design documents identify this
facility as a 24-inch diameter transmission main, with detailed design drawings and

permit applications having been prepared.

The Feedwater Pipeline will convey seawater from the slant well intake system to the

desalination plant. The July 2026 Basis of Design Report and associated pipeline plans
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Q40.
A40.

Q41.

A41.

document the pipeline alignment, hydraulic design, and material recommendations, and

permitting submittals have been prepared for the facility.

The Brine Pipeline will convey concentrate from the desalination plant to M1W's
treatment facility and ocean outfall system. Design drawings, hydraulic analyses, and
permitting documentation have been completed or are in draft form, but the facility has

not yet been constructed.

The Castroville Pipeline will branch from the Transfer Pipeline and provide deliveries to
the CCSD and the CSIP. Current design drawings and hydraulic evaluations have been
prepared, including the proposed Salinas River crossing at the Monte Road Bridge, but

the facility has not yet been constructed.

Have any pipeline route changes occurred since D.18-09-017?

The alignments and routing of the various pipeline segments have not changed
substantially and remain generally consistent with the previous design. Minor alignment
refinements have been incorporated, including relocation of the Highway 1 crossing at
Divarty Street in Seaside for the transfer pipeline and rerouting portions of the transfer
and feedwater pipelines into Lapis Road to avoid impacts to environmentally sensitive

areas.

What interconnections are included in the current pipeline design, and do these differ
from the D.18-09-017 authorization?

The current design incorporates several key pressure management facilities and system
interconnections intended to allow treated desalinated water to be conveyed throughout
California American Water's Monterey service area while also providing deliveries to
other participating systems. These facilities include interconnections with California

American Water’s Monterey distribution system, the ASR system, California American
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Water’s Forest Lake Tanks, the CCSD, and the CSIP. These all remain consistent with

what the CPUC previously authorized.

III. UPDATED COST ESTIMATES AND COST CAP REQUEST
A. Original Cost Cap Components
Q42. What was the basis for the original cost caps established by D.18-09-017?

A42. The 2017 Direct Testimony of Christopher Cook? provided the following cost estimates:

Table 2: September 2017 Update Dollars

Items September 2017 Update
(2017 Dollars)
(Units in Millions)
6.4 MGD

Base Construction Costs

Intake Wells/Supply/Return Facilities $48.6
Desalination Plant $82.8
Northern Transfer Pipeline $13.9

CAW Convey. & ASR Systems $23.6

Base Construction Subtotal $168.9
Implementation Costs $55.4
ROW?/Land/Outfall $14.6
Escalation Allowance $19.1
Contingency Allowance $21.2
Mitigation Cost Allowance NA

Brine & Potrero Rd NA

Total Capital Cost $279

2 Direct Testimony of Christopher Cook, Errata Version dated September 27, 2017, Attachment 1.
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Monterey Pipeline & Pump Station $50

Total Capital Cost with Mont. PL & PS $329

Q43. Did the Commission adopt California American Water’s cost estimates?

A43. Yes. InD.18-09-017, the Commission adopted a cost cap of $279.1 million, in 2017
dollars. The Commission explained that “[t]he total increased cost cap of $279.1 million
proposed by Cal-Am, includes the remaining amount for Cal-Am-Only Facilities ($239.2
million for the desalination plant at 6.4 MGD and the $39.9 million for the remaining

Cal-Am Only Facilities).”3

Q44. What was the basis for the $39.9 million for the remaining Cal-Am Only Facilities?

A44. The 2017 Direct Testimony of Christopher Cook? provided the following cost estimates:

Table 3: 2017 Direct Testimony of Christopher Cook Cost Estimates
Sept. 2017 Update

Item (2017 Dollars)

(Units in Millions)

6.4 MGD

Base Construction Costs

Transfer PL (Seaside to Term. Res.) $9.7

So. Trans. PL (1st to Seaside Turnout)

Monterey Pipeline Under Construction
Monterey Transfer Pump Station Under Construction
Valley Greens Pump Station $1.9
Terminal Reservoir Value Engineering
ASR Wells 5 & 6 $8.0
ASR Pipeline $4.0

3 D.18-09-017, p.137.
4 Direct Testimony of Christopher Cook, Errata Version dated September 27, 2017, Attachment 1.
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Base Construction Subtotal

$23.6

Implementation Costs $7.7
ROW7/Land $2.8
Escalation Allowance $1.2
Contingency Allowance $4.6
Mitigation Cost Allowance NA
Total Capital Cost $39.9

Q45. Are updated cost estimates for the remaining Cal Am Only Facilities included in this

application?

A45. No. The remaining “Cal-Am-Only Facilities” were subsequently addressed in A.21-11-

024 and cost recovery was approved through D.22-12-001 and D.25-05-007. Therefore,

for purposes of this application, the relevant cost cap for the desalination facilities

approved in D.18-09-017 is $239.2 million. This removal of the $39.9M is reflected in

the table below.

Table 4: 2017 Project Component Costs

2017 Project 2017 Cal Am Only 2017 Desalination
Components Facilities Only Costs
Major Component (2017 Dollars) (2017 Dollars) (2017 Dollars)
(Units in (Units in Millions) (Units in Millions)
Millions)
Intake Wells / Supply &
Return Facilities (slant
wells and associated $48.6 $0 $48.6
intake/discharge
infrastructure)
Desalination Plant $82.8 $0 $82.8
(Northern Transfer Pipeline $13.9 $0 $13.9
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CAW Conveyance & ASR $23.6 $0
$23.6
System
Base Construction $23.6 $145.30
Subtotal $168.9
Implementation Costs $55.4 $7.7 $47.7
ROW / Land / Outfall $14.6 $2.8 $11.8
Escalation Allowance $19.1 $1.2 $17.9
Contingency Allowance $21.2 $4.6 $16.6
Total Capital Cost $279.15 $39.9 $239.2
Q46. Were there any cost items specifically excluded from the D.18-09-017 cost cap?
A46. AFUDC was excluded from the cost caps in D.18-09-017.
Q47. What dollar year was used for the D.18-09-017 cost cap?
A47. The dollar year used was 2017.
B. Costs Incurred to Date
Q48. What is the total amount of project costs incurred from project inception through June 30,
20267
A48. Costs as of June 30, 2026, are as follows:

5 D.18-09-017 approved a cost cap of $279.1, however, the cost estimates submitted by California
American Water in A.12-04-019 total to $279.2.
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Table S: Cost to Date June 30, 2026 ($ Millions)

Cost Category

Plant

Desalination|

Source
Wells

Conveyances|

Test
Slant
Well

Implementation

Total

Engineering &
Construction

$36.2

$15.5

$5.6

$10.8

$85.5

$153.6

— Preliminary
Engineering &
Environmental

$5.4

$1.9

$6.0

$13.3

— Design

$11.7

$2.6

$4.9

$0.3

$0.6

$20.0

— Permit
Acquisition &
Compliance

$4.5

$7.5

>$0.1

$0.9

$45.3

$58.1

— Value
Engineering

$0.1

$0.1

— Litigation
Support

$1.7

$29.5

$31.2

— Community
Relations

$1.7

$1.7

— QOutfall Fees,
Design,
Coordination

$9.4

$9.4

— Program
Management
Support

$5.7

$0.3

$2.1

$8.1

— Fencing & Site
Prep

$0.3

$0.3

— Property &
Easement
Acquisition

$2.8

$0.7

$0.1

$0.2

$3.8

— Construction &
Materials and
Supplies

$6.3

$6.3

— Post-

Construction

$2.1

$2.1
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Monitoring & Fees
incl. Discharge Fees
— Contributions &
Grants $(1.0) $(1.0)
Employee Exp
(travel, meals, other) $0.1 $0.1
Company Labor &
Overhead $18.7 $18.7
Transfer Pipeline $6.8 $6.8
Accrual $2.6 $2.6
Grand Total $181.8
Q49. Has California American Water tracked all incurred costs in CPUC-approved

A49.

Q50.

AS50.

memorandum accounts?
Yes, California American Water tracked all incurred costs in a CPUC-approved
memorandum account, titled Project Cost Memorandum Account (“PCMA”), and

covered in Section XI of Jonathan Morse’s Direct Testimony.

What cost accounting methodology has California American Water used to track and
categorize MPWSP costs? Are costs recorded in the same way they are presented in
testimony?

California American Water adheres to generally accepted accounting principles
(“GAAP”) and the Uniform System of Accounts (“USOA”) for Class A Water Utilities to
track and categorize MPWSP costs. Therefore, the tracking is of the costs incurred by
California American Water for tangible utility plant including materials, supplies, labor,
services and other items consumed or employed in the construction and installation of
utility plant, and also the cost of preliminary studies, plans, surveys, engineering,
supervision, and general expenses, which contribute directly to said utility plant without

duplication of costs. Where applicable, included direct and overhead costs in the tracking
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and categorization are: contract work, labor by California American Water employees,

materials and supplies, transportation (for California American Water employees,

materials and supplies, purchased equipment, other work equipment), casualty insurance

or self-insurance, permits in connection with construction work, engineering and

supervision, general administration capitalized, engineering services, applicable property

taxes, and interest during construction as applicable specifically to MPWSP.

Q51. Are any costs associated with the Regional Desalination Project (A.04-09-019) reflected

in the costs incurred to date?

AS51. Yes, as reflected in Table 6 below, approximately $2.1 million of former RDP

expenditures were associated with permitting, litigation support, preliminary engineering,

environmental review, project management, and property easements. Although the RDP

was not ultimately constructed, these efforts generated technical information,

environmental analyses, permitting knowledge, and engineering work products that were

used in the development of the MPWSP. As a result, the MPWSP benefited from prior

investments in project planning, regulatory coordination, environmental review, and

desalination project development undertaken as part of the former RDP.

Table 6: Former RDP Cost in MPWSP (8§ whole)

2011 2012 2013 2014 Total
Desalination Facilities

Permit $401,125 | $39,754 | $8,890 $0 $449,770
Acquisition
Litigation

$0 $98,630 | $101,230 | $186,519|  $386,380
Support
Preliminary
Engineering &| $1,077,378 | $127,098 $0 -$1,377 $1,203,099
[Environmental
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Other
(community | ¢} 73, S0 $11,168 S0 $12,901
rel., pgm
mgmt. )
Desal — Test Slant Well
Property or
easement $0 $0 $0 $11,850 $11,850
appraisals
Total $1,480,235| $265,482 | $121,288 | $196,992 $2,063,997
Q52. Are any costs associated with the Monterey Pipeline and Pump Station reflected in the

AS2.

cost incurred to date.

Yes. Approximately $3.8 million in engineering overhead associated with the Monterey
Pipeline and Pump Station is included in the costs incurred to date. Ordering Paragraph 6
of D.16-09-021 authorized California American Water to build the pipeline and pump
station “subject to a cost cap of $50.3 million” and to file a Tier 3 advice letter if actual

costs exceed the cap.

Although the Monterey Pipeline and Pump Station are used and useful independent of the
desalination plant, the facilities are also integral to the operation of the broader Monterey
Peninsula water supply system. They enable California American Water to maximize the
use of Pure Water Monterey, ASR, and Seaside Basin supplies, and they will also provide
the conveyance capability necessary to deliver water from the desalination facility to the

Monterey Main system.

This capability is necessary because the geography of the Peninsula’s water supply has
changed. Historically, most supplies originated in the Carmel Valley. Today, major
supplies, including Seaside Basin water, ASR, Pure Water Monterey, and ultimately

desalinated water, are located in or enter the system from the north. The Monterey
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Q53.

AS3.

Pipeline and Pump Station provides the infrastructure necessary to move those northern
supplies south to the Monterey Peninsula and Carmel Valley, where the water is needed.
Inclusion of these allocated engineering overhead costs does not depend on
characterizing the Monterey Pipeline and Pump Station as facilities that exclusively serve
the desalination plant. Rather, the facilities have independent system benefits while also
performing a necessary function for the MPWSP by providing the conveyance capability

to deliver desalinated water to the Monterey Main system.

Please discuss costs associated with environmental compliance and permit acquisition
and compliance.

Permitting, environmental compliance, and environmental monitoring activities for the
Monterey Peninsula Water Supply Project have required extensive coordination with
federal, state, and local regulatory agencies to obtain, amend, and maintain numerous
project approvals, including Coastal Development Permits, Clean Water Act
authorizations, California Department of Fish and Wildlife permits, California State
Lands Commission approvals, and federal Endangered Species Act consultations. These
efforts have involved preparation of permit applications, technical studies, biological and
aquatic resource assessments, agency consultations, mitigation plans, and responses to

regulatory information requests.

A substantial portion of this work has focused on implementing and documenting
compliance with permit conditions and mitigation requirements through pre-construction
biological surveys, construction-phase biological monitoring, habitat mitigation and
monitoring, species relocation and exclusion measures, and preparation of monitoring
and compliance reports. Specific monitoring activities have included protocol surveys
for California red-legged frogs and California tiger salamanders, nesting bird surveys and
monitoring, burrowing owl surveys, special-status bat assessments, environmental

monitoring during ground-disturbing activities, verification of species avoidance buffers
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Q54.
A54.

Q55.
A5S.

and exclusion zones, monitoring of relocated wildlife, habitat restoration and mitigation
site inspections, and documentation of compliance with permit conditions and approved
mitigation measures. These activities have required continuous field oversight,
coordination with regulatory agencies and construction contractors, preparation of
technical monitoring reports, and ongoing tracking and verification of compliance to
ensure environmental commitments are implemented and maintained throughout project

construction.

Describe the overall scope of permitting required for the MPWSP.

The MPWSP requires a broad and complex permitting effort involving coordination with
federal, state, regional, and local regulatory agencies. Project approvals have included
federal Endangered Species Act consultations, Clean Water Act permits and
certifications, Coastal Development Permits, California Department of Fish and Wildlife
authorizations, California State Lands Commission approvals, Monterey Bay National
Marine Sanctuary authorizations, air quality permits, local land use approvals, and
numerous construction-related permits and authorizations. Obtaining and maintaining
these approvals has required preparation of permit applications, technical studies,
engineering plans, biological assessments, responses to agency comments, permit

amendments, and ongoing coordination among multiple regulatory jurisdictions.

Why has the permitting process been so extensive?

The project traverses and affects a wide range of environmental resources and regulatory
jurisdictions, including coastal resources, wetlands, groundwater resources, sensitive
biological habitats, special-status species habitats, transportation corridors, and developed
urban areas. As a result, multiple agencies have independent regulatory authority over
different aspects of the project, each with its own permitting requirements, technical

review processes, mitigation requirements, and environmental compliance obligations.
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Q56.

AS56.

Q57.
A57.

Q58.

AS8.

What types of environmental monitoring have been required to support permitting and
construction activities?

Environmental monitoring has been both extensive and ongoing. Monitoring activities
have included focused botanical surveys, habitat assessments, groundwater monitoring,
construction impact validation surveys, species-specific surveys, and monitoring
programs for sensitive biological resources. These efforts have included protocol and
pre-construction surveys for the California red-legged frog, California tiger salamander,
western burrowing owl, western snowy plover, nesting birds, American badger, Monterey
dusky-footed woodrat, special-status bats, and other sensitive species. Monitoring results
have been used to support permit compliance, refine construction measures, and verify

implementation of mitigation requirements.

Provide a specific example of the level of monitoring required.

One example is the western burrowing owl monitoring program. The project has
conducted burrowing owl surveys since 2016, and monthly surveys have been conducted
since 2020 in areas identified as suitable habitat. These surveys are performed in
accordance with California Department of Fish and Wildlife protocols and include field
investigations, documentation of observations, evaluation of occupied habitat,
preparation of technical reports, and regulatory coordination. The monitoring program
has documented species occurrence over multiple years and provides information
necessary to support ongoing compliance with applicable permit requirements and

species protection measures.

In addition to permitting and monitoring, what environmental compliance activities have
been required?

Environmental compliance has required the preparation, implementation, and
documentation of numerous management plans, monitoring plans, mitigation measures,

and construction controls required by permits and agency approvals. Examples include
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Q59.
A59.

Q60.

A60.

Habitat Mitigation and Monitoring Plans, Groundwater Monitoring Plans, Construction
Environmental Awareness Programs, Stormwater Pollution Prevention Plans, Species
Relocation Plans, Burrowing Owl Exclusion Plans, Spill Prevention Plans, Dust Control
Plans, Archaeological Monitoring Plans, Noise Control Plans, and other resource-specific
compliance documents. These requirements must be developed, implemented,
monitored, documented, and, in many cases, approved by regulatory agencies before

construction activities may proceed.

How does this level of environmental oversight affect project implementation?
Environmental compliance is not limited to obtaining permits. It requires continuous
coordination with regulatory agencies, performance of biological surveys and monitoring,
implementation of avoidance and minimization measures, field oversight during
construction, preparation of monitoring and compliance reports, agency notifications, and
ongoing documentation demonstrating compliance with permit conditions and mitigation
requirements. These activities continue throughout project development and construction
and represent a significant effort that is necessary to maintain regulatory compliance and

protect environmental resources.

How would you characterize the overall environmental permitting effort associated with
this project?

The environmental and permitting effort associated with the MPWSP has been
substantial and multidisciplinary. It has required years of regulatory coordination,
extensive technical studies, numerous permit applications and amendments, ongoing
environmental monitoring programs, and continuous compliance activities involving
multiple agencies and environmental resource areas. The scope of these efforts reflects
both the complexity of the project and the comprehensive environmental review and

oversight required before and during construction.
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C. Estimated Cost to Complete
Qo61. What is the estimated cost to complete the 4.8 MGD phase of the desalination facilities?

A61. Table 7 below shows the estimated cost to complete:

Table 7: Estimated Cost to Complete 4.8 MGD Facilities

Estimate to
Cost to Date 6-2026 Completion 2026 Estimate
(millions) (millions) (millions)
Desalination Plant $13 $270 $283
Source Wells $16 $67 $83
Outfall 59 551 560
Improvements
Conveyance $6 $142 $148
Pipelines
Constrqctlon $ - $20 $20
Inspection
Environmental,
Regulatory and $105 $22 $127
Permitting
Slant Test Well $11 $11
Land $3 $3
Company Labor,
Overhead $19 $14 $33
Project $182 $586 $768
Contingency $ 57
Total $ 825

Q62. Are there any cost items specifically excluded from the updated cost cap?
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A62.

Q63.

A63.

Q64.

A64.

Yes, AFUDC was excluded in the updated cost caps, just as it was in D.18-09-017. The
amount of AFUDC earned through June 30, 2026, is reflected in Attachment 2 and

referenced by Mr. Pourtaherian in developing the revenue requirement forecast.

How does the current cost estimate for the desalination plant compare with the 2017 cost
estimate?

The 2017 cost estimate for the desalination plant was $123.7 million, without
contingency, inclusive of implementation costs, ROW/Land and escalation allowance.
The current 2026 estimate 1s approximately $283 million, an increase of $159.3 million,

or approximately 129 percent.

Table 8: 2017 Cost Cap vs 2026 Update

2017 2026

Desalination Plant $123.7 $283

How does the current estimate for the source wells and supply/return facilities compare
with the 2017 cost estimate?

The 2017 cost estimate for the intake wells and supply/return facilities was approximately
$73 million, without contingency, inclusive of implementation costs, ROW/Land and
escalation allowance. The current 2026 estimate is approximately $207 million, an

increase of $134 million, or approximately 184 percent.

Table 9: 2017 Cost Cap vs 2026 Update

2017 2026
Slant Test Well $5.7 $11
Source Wells $21.1 $83
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Q65.

A6S.

Q66.

A66.

Q67.

Feedwater Line $10.6 $23

Brine, Castroville Pipeline $4.2 $30
Outfall Improvements $7 $60
Implementation, $24.6 5.

ROW/Land, escalation

Total $73.2 $207

How does the current cost estimate for pipelines compare with the 2017 cost estimate for
pipelines?

The 2017 cost estimate identified the Northern Transfer Pipeline with a cost estimate of
$25.6 million, without contingency, inclusive of implementation costs, ROW/Land and
escalation allowance. The current 2026 estimate for the Northern Transfer Pipeline is

approximately $90 million, an increase of $64.4 million, or approximately 251 percent.

Table 10: 2017 Cost Cap vs 2026 Update

2017 2026

Northern Transfer Pipeline $25.6 $90

What contingency percentage was included in or excluded from the D.18-09-017 cost
cap?

Contingency of $21.2 million was included in the approved cost cap. The $21.2 million
was calculated by giving known base costs a 10% contingency and giving unknown base
costs a 25% contingency. This was addressed in The Direct Testimony of Christopher

Cook, dated September 15, 2017.

What contingency is included in the estimated cost to complete? What is the basis for the

contingency percentage chosen?
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A67.

The estimated cost to complete includes approximately $57 million of contingency,
allocated by major project component based on estimate maturity, design completion,
pricing certainty, procurement status, and remaining project risks. The contingency
allowances are summarized below: Desalination Plant (5%), Source Wells (20%), Outfall

Improvements (20%), Pipelines (11%), and Environmental Compliance/EIR (20%).

Table 11: Contingency in Estimated Cost to Complete

. Cost to . o

2026 Estimate Complete Contingency Yo
Desalination $283 $270 $14 50,
Plant
Source Wells $83 $67 $13 20%
Outfall $60 $51 $10 20%
Improvements
Conveyance $148 $142 $16 11%
Pipelines
Environmental o
Comp/EIR $128 $23 $4 20%
Contingency $57

The contingency percentages were developed using the engineering judgment of
American Water’s One Water Engineering Team, the company’s corporate engineering
and technical experts, and reflect the differing levels of uncertainty associated with each
project component. Lower contingency levels were applied to components supported by
executed contracts, current vendor quotations, contractor pricing, and mature designs.
Higher contingency levels were applied to components with greater uncertainty,
including drilling activities, marine construction, permitting, and regulatory compliance

requirements.
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What escalation assumptions are built into the estimated cost to complete?

The estimated cost to complete reflects escalation to the anticipated procurement and
construction periods for each major project component. The escalation assumptions were
developed using industry-recognized construction cost indices and current market

information available at the time the estimates were prepared.

For the conveyance pipelines, the engineer's estimate was developed from actual bid data
obtained during the original procurement process and escalated using four recognized
construction cost indices: ENR, DGS, HW, and BOR. These indices were used to project

historical bid prices to current market conditions and anticipated bid timing.

For the source wells, the estimate incorporated the ENR Construction Cost Index for the
Bay Area, along with RSMeans cost data, vendor quotations, contractor pricing, and Cost

Estimating Division review.

For the outfall improvements, the estimate was developed using quantity-based cost
estimates, construction cost databases, geographic cost adjustment factors, and recent

regional bid information, with costs escalated to the anticipated bid date.

The estimates were developed in nominal dollars and reflect escalation through the
anticipated procurement and construction periods for each project component. The
specific base year and forecast annual escalation rates varied by estimate and are
embedded within the individual estimating methodologies and cost indices used by the

respective engineering teams.

What assumptions were made about labor availability and prevailing wage rates for the

estimated cost to complete?
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The estimated cost to complete assumes that qualified construction labor will be available
to support the planned construction schedule, and that labor costs will reflect applicable
prevailing wage requirements. Labor pricing is embedded within the engineer's
estimates, contractor quotations, vendor pricing, historical bid information, and
construction cost databases used to develop the cost estimates. The estimates also
assume that construction will be performed in accordance with the Project Labor
Agreement ("PLA") applicable to the project. The PLA provides access to union hiring
halls and a skilled, trained workforce, helping to support labor availability for the
specialized trades required to construct the desalination plant, source wells, conveyance
facilities, and outfall improvements. The PLA also establishes uniform work rules, wage
rates, dispute resolution procedures, and no-strike/no-lockout provisions, which reduce

the risk of labor disruptions during construction.

Accordingly, the labor assumptions reflected in the estimates are based on prevailing
wage compensation levels and the availability of qualified union labor through the PLA
framework. These assumptions are consistent with current California construction
market conditions, and the labor costs reflected in the contractor pricing, engineer

estimates, and market-based cost indices used to develop the cost-to-complete estimate.

The estimates do not rely on any extraordinary assumptions regarding labor availability
beyond those supported by the PLA and prevailing market conditions. Rather, labor
costs and availability considerations are incorporated within the underlying contractor

pricing, cost databases, and estimating methodologies used for each project component.

What assumptions were made about material pricing (steel, pipe, membrane elements,

electrical equipment) for the estimated cost to complete? Are any long-lead equipment

items currently under contract or subject to binding quotes?
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The cost-to-complete estimate is based on current market pricing and incorporates

contractor pricing, vendor quotations, engineer estimates, historical bid data, and industry
cost databases. The estimates also assume compliance with Build America, Buy America
(“BABA”) and American Iron and Steel (“AIS”) requirements associated with anticipated
public financing, and therefore reflect the expected cost of domestically sourced materials

and equipment.

Does the estimated cost to complete assume a specific construction start date? What
happens to the estimate if that start date slips?

Yes. The estimated cost to complete assumes construction and procurement activities
proceed in accordance with the project schedule used to develop the underlying

engineer's estimates, contractor pricing, and cost forecasts.

If construction is delayed beyond the assumed schedule, project costs could increase due
to additional escalation in labor, materials, equipment, and contractor pricing. Delays
may also extend program management, construction management, environmental

compliance, permitting, and other owner costs.

To mitigate this risk, the estimates incorporate escalation assumptions based on
recognized construction cost indices and current market data, as well as component-
specific contingencies. However, actual costs will ultimately depend on market

conditions and the timing of procurement and construction activities.

Accordingly, the cost-to-complete estimate reflects the best estimate based on the current

project schedule and available market information. Material schedule delays beyond the

assumed construction start dates would be expected to increase overall project costs.
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What is the current anticipated construction start date, completion date, and in-service
date for initial infrastructure?

The initial phase of the project consists of three principal components: (1) the
desalination plant, (2) the product water transmission pipelines, and (3) the intake well

system. Each component has a different construction schedule and critical path.

Construction activities for the desalination plant, starting with site preparation, began in
2026 and currently include site preparation and grading, mobilization of construction
trailers and field facilities, equipment procurement activities, and review of equipment
submittals and shop drawings. Based on the current project schedule, the desalination

plant is anticipated to be placed into service in late 2029.

The product water transmission pipelines have completed design and are ready for
construction and procurement. The current plan is to advertise the pipeline package for
bid in early 2027, with construction anticipated to begin in mid to late 2027. The
pipelines are expected to be completed and available by the end of 2028 so that system
water can be delivered to the desalination facility for startup, commissioning, flushing,

and testing of the plant's mechanical systems.

The intake wells are subject to seasonal environmental construction restrictions
associated with the Western snowy plover nesting season and can generally only be
constructed between October and February of each year. Under the current schedule,
intake well construction is anticipated to begin during the Fall 2027 drilling season.
Construction is expected to occur over three drilling seasons, with the final intake well

anticipated to be completed and placed into service in early 2030.

Accordingly, based on the current schedule, major construction activities are underway,

the transmission pipelines are expected to be available by end of 2028 to support plant
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commissioning, the desalination plant is anticipated to enter service in late 2029, and the
final intake well is anticipated to enter service in early 2030. These dates remain subject

to permitting, procurement, construction, testing, and commissioning activities.

What is the total delay in months/years from the D.18-09-017 anticipated completion
(December 31, 2021) to the current anticipated in-service date?

The project schedule underlying D.18-09-017 contemplated replacement supplies being
available by December 31, 2021. Based on the current schedule, the desalination plant is
anticipated to enter service in late 2029, representing an overall schedule extension of

approximately eight years.

Did the decision to build the 4.8 MGD phase first cause any delays to the overall project,
or did it actually accelerate the path to construction?

While the phasing decision did not affect the overall project schedule, it provided
California American Water with a practical path forward to maintain project momentum

and proceed with facility construction during the lengthy CDP review process.

As explained above, the phasing proposal was carefully developed in response to
multiple external factors that had emerged during years of regulatory review. Those
factors included ongoing public concerns regarding project size and environmental
impacts, evolving regional water-supply conditions associated with the expansion of the
Pure Water Monterey project, the Coastal Commission's alternatives analysis,
environmental justice concerns raised by Marina stakeholders, and escalating

construction costs associated with large infrastructure projects.

In announcing the phased approach, California American Water expressly stated that the
purpose was to develop a needed drought-resistant water supply while providing

flexibility to accommodate future regional water needs. California American Water
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further stated that reducing the initial size of the desalination facility would reduce the
number of slant wells required during the initial phase and would help control

construction costs while preserving the ability to expand capacity in the future.

From an engineering perspective, the phased approach was based upon the conclusion
that a 4.8 MGD facility could satisfy near-term reliability needs while reducing the scale
of initial construction. A smaller first-phase necessarily requires fewer intake wells, less
initial infrastructure, and a lower immediate construction footprint than a fully built 6.4
MGD facility. At the same time, the phased design preserved the ability to add capacity

later.

From a financial perspective, reducing the initial size of the facility would be expected to
assist in controlling construction costs. Given the significant inflationary pressures, labor
constraints, and supply-chain disruptions affecting infrastructure projects during the
2020-2022 period, it was reasonable to evaluate methods of reducing initial capital

expenditures while maintaining the ability to meet essential water-supply objectives.

The phasing proposal represented a reasonable and prudent course of action under the
circumstances. The proposal allowed California American Water to continue pursuing a
drought-resistant replacement water supply needed to address regulatory limits on Carmel
River diversions while simultaneously reducing the scope of the initial construction
effort, lowering immediate costs, decreasing the number of intake wells required, and
preserving future flexibility. The phased approach also addressed concerns raised during
the Coastal Commission process regarding project scale by matching initial construction

more closely to near-term needs while maintaining the ability to expand in the future.

The October 2022 phasing proposal put forward by California American Water was

substantially influenced by external regulatory, environmental, operational, and economic
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considerations that had developed during the prolonged permitting process. The proposal
is supported by engineering considerations related to project sizing and operational
flexibility, as well as financial considerations related to controlling initial construction

costs while retaining the ability to meet future water-supply requirements.

D. Proposed New Cost Cap
What is the proposed new maximum reasonable cost cap?

The proposed new cost cap is $825 million.

How was the proposed cap amount derived?

The proposed cost cap was developed by combining actual project costs incurred through
June 2026 with the current engineer's estimate of the remaining cost to complete the
project and then adding an appropriate contingency allowance. Costs incurred through
June 2026 total approximately $182 million and the estimated cost to complete is
approximately $586 million, resulting in a projected total project cost of approximately
$768 million. A contingency of approximately $57 million was then added to account for
remaining project execution risks, resulting in a proposed maximum reasonable cost cap

of approximately $825 million.

58




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

Table 12: 2026 Estimates to Completion

Cost to Date 6-2026 Estimate to 2026 Estimate
Completion

Desalination Plant $13 $270 $283
Source Wells $16 $67 $83
Outfall $9 $51 $60
Improvements
Pipelines $6 $142 $148
Construction $— $20 $20
Inspection
Environmental, $105 $22 $127
Regulatory and
Permitting
Slant Test Well $11 — $11
Land $3 — $3
Company Labor, $19 $14 $33
Overhead
Project $182 $586 $768
Contingency $57
Total $825

Q77. Is the proposed new cap expressed in nominal dollars or constant dollars?

A77. The proposed $825 million cost cap is expressed in nominal dollars. The estimate
reflects actual costs incurred through June 30, 2026, together with projected future costs
escalated to the anticipated procurement and construction periods for each project
component. The underlying estimates incorporate current market pricing, contractor and

vendor quotations, engineer's estimates, and escalation factors derived from recognized
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construction cost indices. Because the proposed cap is expressed in nominal dollars, no

constant-dollar base year has been applied.

How does the total proposed cost cap compare to what was authorized in D.18-09-017,
both in nominal dollars and in constant-dollar terms? What is the percentage increase
over the authorized cap?

The desalination facilities component authorized in D.18-09-017 was approximately
$239.2 million in 2017 dollars. The Company's proposed updated cost cap is $825
million. The proposed cost cap is approximately $585.9 million higher than the original
authorized amount and represents an increase of approximately 246 percent or 3.5 times
the original authorized desalination facilities cost estimate. Because the proposed cost
cap is expressed in nominal dollars and the original authorization was expressed in 2017
dollars, this comparison reflects both project-specific cost increases and the effects of

inflation, construction cost escalation, and schedule extension since 2017.

Does California American Water propose any change to the cost cap offset in Section
6.7(c) of Attachment A to Resolution W-52117?

Yes. Section 6.7(c) allowed cost overruns or savings on the desalination facilities to be
counted against or toward the $50.3 million cost cap for the Monterey Pipeline and Pump
Station, as long as the combined caps were not exceeded. The Monterey Pipeline and
Pump Station is complete and in rates, so there is no remaining cost cap to offset against.
As shown in Attachment 1 to Mr. Morse’s testimony, California American Water

proposes to delete Section 6.7(c).

For each major cost category, what documentation exists to support the recorded costs?
California American Water maintains vendor invoices, contract documents, consultant
invoices, purchase orders, and SAP general ledger transaction detail supporting costs

recorded for the MPWSP. Internal labor costs are derived from employee labor charges

60




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

Q8.

A81.

Q82.
A82.

Q83.

AS83.

recorded to the project, while overhead is calculated and capitalized in accordance with
American Water accounting policies and applicable GAAP and USOA requirements. All
project cost records are maintained electronically in SAP and are available for audit and

verification.

Are cost documentation records organized in a manner that will allow the CPUC to verify
and audit the historical cost record?

Yes. Documentation for this project is maintained in the same manner as all of our
capital projects. California American Water uses electronic systems of accounting
whereby accounting records for project costs are kept electronically within the system.
The specific current system is SAP. Historical accounting transactions are maintained

electronically within the system, including transactions for project costs.

Are there any cost categories for which full documentation is not available?

Yes, there is a small gap in documentation with respect to original invoices, but
transaction detail for those records does exist. We were unable to locat approximately
$263,000 worth of historic invoices, although California American Water does maintain

transaction detail.

Have any costs been reclassified or reallocated since they were originally recorded? If so,
explain the basis for any reclassifications.

Yes. California American Water made cost reallocations and reclassifications during the
MPWSP. Such classifications were consistent with established company accounting
policies and procedures overseen by American Water Accounting. Many of these
adjustments involved allocating costs between the desalination project and Cal Am-only
facilities for project components. These reallocations were necessary because the
projects were managed together for many years and shared contractors, consultants, and

project resources before being separated into distinct project scopes.
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BASIS FOR COST INCREASES

Why have the costs increased?

The original cost caps were developed using information and market conditions available
in 2017. Since that time, nearly a decade has elapsed before construction authorization
and implementation. During that period, industry-wide construction costs increased
significantly, affecting labor, fuel, concrete, steel, electrical equipment, piping, treatment
equipment, and other critical project inputs. Consequently, facilities that could have been

constructed at 2017 prices are substantially more expensive to construct in 2026.

How did project requirements contribute to the increase?

The increase in costs reflects not only inflation but also additional requirements
associated with constructing the project. Since 2017, the project has incurred permitting,
environmental compliance, legal, regulatory, labor, and construction execution
requirements that were not reflected in the original cost cap. These requirements include
implementation of permit conditions, environmental monitoring and mitigation measures,
and PLA obligations. Together, these requirements materially increased the cost of

constructing the project.

Did inflation alone cause the costs to increase?

The project is not being built under 2017 market conditions. Nearly nine years have
passed since the original cost caps were established. During that period, construction
costs increased substantially, and the project advanced from planning-level assumptions
to detailed designs supported by extensive engineering, environmental review, and
permitting work. The current estimates therefore reflect both the effects of inflation and
the movement from planning-level to detailed designs for the facilities, with related
impacts on materials, labor, and regulatory requirements necessary to successfully

construct and operate the project.
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Please explain the primary reasons why the current project cost estimate is higher than
the cost cap established in 2017.

The increase in cost is not attributable to a single factor. It reflects the cumulative impact
of nearly a decade of construction inflation, additional project requirements identified
through permitting and environmental review, implementation of a PLA, increased
regulatory compliance obligations, and specialized construction requirements associated
with the project's intake and source well facilities. These factors significantly changed

the cost environment between 2017 and 2026 and are reflected in the current estimate.

A. Inflation, COVID-19, and Supply Chain Impacts

What specific COVID-19 impacts did the project experience between 2020 and 20227
The COVID-19 pandemic materially affected the development and permitting of the
MPWSP between 2020 and 2022. Those impacts included disruptions to project staffing,
consultant activities, regulatory agency operations, stakeholder engagement, labor
availability, and supply-chain reliability. Collectively, these conditions contributed to

delays in project permitting, review, and implementation.

California American Water conducted project development activities during a period in
which state and local public-health orders limited in-person meetings, imposed workplace
restrictions, and required extensive reliance on remote communications. As a result,
California American Water needed additional time to engage stakeholders and address
community concerns before proceeding with Coastal Commission review. That is why in
September 2020, California American Water withdrew its CDP application and then later

refiled it. This provided additional time for the engagement process.

The pandemic also affected engineering, environmental, hydrogeologic, and regulatory

consultants engaged on the project. Consultant work during this period was performed
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under remote-work conditions and reduced access to traditional in-person coordination,

site visits, technical meetings, workshops, and agency consultations.

Regulatory agency operations were similarly disrupted. On April 16, 2020, Governor
Gavin Newsom issued Executive Order N-52-20, which found that illness associated with
COVID-19 and physical-distancing requirements impeded the ability of the Coastal
Commission, the SWRCB, members of the public, and other participants to comply with
statutory permitting timelines. The Executive Order suspended certain Coastal Act and

Permit Streamlining Act deadlines because of conditions associated with COVID-19.

The pandemic also affected construction planning and workforce availability. Between
2020 and 2022, the construction industry experienced labor shortages, employee illness,
quarantine requirements, workforce restrictions, and implementation of COVID-related
health and safety measures. Although major MPWSP construction activities had not yet
commenced during much of that period, those industry-wide conditions affected
construction scheduling, contractor availability, cost estimating, and project planning

activities.

The most significant COVID-19 impacts on the MPWSP were the disruption of
permitting agency operations, suspension and extension of regulatory deadlines,
modification of public-hearing procedures, and constraints on project coordination among
California American Water, regulatory agencies, and technical consultants. These
pandemic-related conditions contributed to delays in the overall permitting and

development schedule for the project during the 2020 through 2022 period.

B. Litigation Impacts

Please describe the litigation that has been filed related to the MPWSP.
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Since 2014, the MPWSP has been the subject of extensive and ongoing litigation initiated
by various entities, principally Marina Coast Water District (“MCWD?”), the City of
Marina, the Water Ratepayers Association of the Monterey Peninsula (“WRAMP”), and,
more recently, the Monterey Peninsula Water Management District (“MPWMD?”). The
legal challenges have targeted multiple regulatory approvals, environmental reviews,
permits, leases, and project-related decisions issued by agencies including the Coastal

Commission, California State Lands Commission, Monterey County, and the CPUC.

From 2014 to present, 10 lawsuits and one CPUC complaint have been filed seeking to
invalidate or overturn approvals associated with the project's test well, environmental
review process, development permits, groundwater management determinations, or
related matters. In the overwhelming majority of these actions, the courts upheld the
challenged agency decisions and rejected the claims brought by project opponents. Trial
courts, appellate courts, and the California Supreme Court repeatedly denied petitions,

dismissed appeals, or otherwise ruled against the challengers.

Notable examples include litigation challenging Coastal Commission permits for the test
well, State Lands Commission approval of a test well lease, amendments to test well
permits, CPUC certification of the project's environmental review and Certificate of
Public Convenience and Necessity, and disputes regarding groundwater sustainability
governance at the former CEMEX site. With limited exceptions, opponents’ challenges

were unsuccessful through all levels of judicial review.

One significant challenge filed by MCWD against Monterey County's combined
development permit resulted in MCWD prevailing on certain issues at the trial court
level. However, the Court of Appeal subsequently reversed those rulings favorable to
MCWD and upheld the County's and California American Water's positions. The

California Supreme Court declined further review.
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Several matters remain pending. Since 2020, MCWD and the City of Marina have
pursued litigation concerning alleged groundwater impacts, water rights issues, and the
validity of a CEMEX easement associated with the MPWSP. Additional ongoing
proceedings include a challenge to the Coastal Commission's coastal development permit
for the project, a complaint filed before the CPUC regarding project phasing, and a 2026

lawsuit challenging State Lands Commission approval of a project lease.

In summary, the MPWSP has been subject to more than a decade of litigation involving
multiple governmental agencies and stakeholders. Most completed judicial proceedings
have resulted in the challenged approvals being upheld and the project moving forward,

while several legal challenges remain unresolved and are currently pending.

C. Coastal Commission Permitting Delays

From D.18-09-017's anticipated 2019 construction start to the November 2022 CDP
approval, what is the cumulative delay period attributable to Coastal Commission
permitting, and what was the impact of that delay period?

The CDP was not approved until November 2022, approximately three years after the
construction start contemplated following D.18-09-017. During that period, the project
underwent additional Coastal Commission review, environmental analysis, and design
refinements. The delay occurred during a period of significant construction cost
escalation and contributed to increased engineering, permitting, compliance, and

construction costs.

Please describe the status of the CDP special conditions.

As of August 2026, several key permits, approvals, and special condition requirements
remain outstanding before the CDP can be issued. Most significantly, the project is
awaiting issuance of the RWQCB’s National Pollutant Discharge Elimination System

(“NPDES”) permit, currently expected to proceed to hearing in December 2026. The
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Coastal Commission issued a notice of incomplete application for the Coastal
Commission permit for outfall modifications and California American Water is preparing
a response. Federal approvals also remain pending, including National Marine Fisheries
Service concurrence and Monterey Bay National Marine Sanctuary authorization for
project discharges, the latter of which is expected to follow NPDES permit issuance. At
the local level, Transportation Agency for Monterey County (“TAMC”) approvals
associated with pipeline facilities in the TAMC right-of-way remain under development
pending easement modifications and related Caltrans approvals. In addition, acquisitions

of easements from private property owners are underway.

Several substantive CDP special conditions likewise remain under review or
development. Habitat mitigation requirements, including acquisition of a dune habitat
conservation easement and completion of Habitat Mitigation and Monitoring Plans have
not yet been finalized or approved. The Groundwater Protection Monitoring and
Remedial Measures Plan remains under technical review and is expected to require future
Coastal Commission consideration. Revisions to the Wetlands and Vernal Ponds
Adaptive Management Program are also ongoing. The Energy Minimization and
Greenhouse Gas Reduction Plan and Visual Resources Plan have been submitted to the
Coastal Commission for review and approval. Additional pre-CDP issuance
requirements include completion and approval of the low-income ratepayer relief
implementation strategy and final Coastal Commission review of the Public Access Plan.
Finally, a decision from the Monterey County Superior Court in City of Marina v. RMC
Lonestar is anticipated to be issued by the end of 2026. While important milestones have
been achieved, including approval of the State Lands Lease and completion of the CPUC
supply-demand proceeding, the remaining regulatory approvals and special condition

submittals continue to represent the primary path to CDP issuance.
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Based on the current status, the principal schedule drivers for CDP issuance are the
NPDES permit process, Coastal Commission approval of the outfall modifications,
completion of federal sanctuary and fisheries reviews, resolution of groundwater
protection requirements, and completion of required habitat mitigation and property
acquisition activities. Collectively, these remaining approvals and compliance measures
are expected to extend into 2027 and will largely determine the timing of final CDP

1ssuance.

Has the RWQCB Report of Waste Discharge been submitted? What technical
requirements are imposed by the RWQCB that affect plant design?

Yes, the Report of Waste Discharge (“ROWD”) was submitted on October 1, 2024. The
RWQCB responded with a notice of incomplete application on January 31, 2025. An

amended Report of Waste Discharge was subsequently submitted in 2025.

The RWQCB permitting process has resulted in several requirements that affect the
design and operation of the desalination facility. Most notably, the proposed permit
framework includes minimum brine-flow requirements intended to support compliance
with applicable Ocean Plan objectives. To accommodate those requirements, the project
includes brine equalization and storage facilities that provide operational flexibility for
management of the concentrate stream. The permitting process has also established
additional monitoring requirements for source water, brine, and discharge-related water
quality parameters. Those requirements necessitate additional instrumentation,
monitoring equipment, sampling infrastructure, and reporting systems at the desalination
facility and are expected to increase ongoing operational and compliance costs. These
monitoring and reporting requirements are reflected in the proposed NPDES permit and

associated monitoring programs developed following submission of the ROWD.
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From an engineering perspective, these requirements do not alter the fundamental
desalination treatment process or the project's brine management approach. However,
they do affect facility design details, operational flexibility, monitoring infrastructure,

and long-term compliance obligations.

D. CPUC Proceedings

What CPUC proceedings since D.18-09-017 have directly or indirectly affected MPWSP
timing?

Following issuance of D.18-09-017, several CPUC proceedings affected, either directly
or indirectly, the timing of implementation of the MPWSP. Those proceedings primarily
involved: (1) rehearing and modification proceedings related to D.18-09-017; (2)
proceedings concerning the Pure Water Monterey expansion project; (3) proceedings
updating supply and demand assumptions underlying the MPWSP; and (4) proceedings
requiring California American Water to submit additional analyses, reports, and

supporting information regarding project need, cost recovery, and water-supply planning.

First, after issuance of D.18-09-017, parties including the City of Marina and MCWD
sought rehearing of the decision. In Decision 19-01-051, issued in January 2019, the
CPUC modified certain portions of D.18-09-017, denied rehearing, and reaffirmed
approval of the project. Although rehearing was ultimately denied, the associated
litigation and administrative review extended the regulatory process immediately

following the project’s approval.

Second, in D.18-09-017, the CPUC specifically directed California American Water to
“file a Tier 2 advice letter providing specific additional information and its assessment as
to whether it intends to file an application with the Commission to pursue a Water
Purchase Agreement (“WPA”) for additional water supply to be provided by a PWM

expansion.” California American Water complied with this directive and actively
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pursued an understanding relating to the potential associated with Pure Water Monterey

expansion.

Third, California American Water did file Application ("A.") 21-11-024 to seek approval
of the amended Pure Water Monterey water-purchase agreement as well as updated
supply and demand estimates for the MPWSP. In that proceeding, the CPUC undertook a
Phase 2 review specifically focused on revised supply and demand forecasts and
assumptions for California American Water’s Monterey Peninsula service area. In
October 2022, the parties confirmed they were ready for hearings and provided agreed
upon dates for hearings in October and December 2022. Hearings were not scheduled
until November 2023 and took place in March 2024. Briefing concluded in June 2024,

with a final decision issued in August 2025.

In addition, California American Water's participation necessitated additional technical
analyses, expert testimony, reporting, and regulatory review, thereby diverting personnel
and consultant resources and contributing to the overall timeline associated with

development of the MPWSP.

What was the August 14, 2025, CPUC demand/supply decision and how did it satisfy a
required CDP condition?

On August 14, 2025, the CPUC issued D. 25-08-006 in A.21-11-024. The decision
adopted updated demand and supply estimates for the MPWSP. The CPUC concluded
that the Monterey Peninsula would continue to experience significant long-term water-
supply shortfalls, estimated at approximately 815 million gallons annually by 2050. In
doing so, the CPUC confirmed the continuing need for additional drought-resistant water
supplies, including the MPWSP’s desalination facilities. This CPUC determination
satisfied a CDP condition requiring updated demand-and-supply findings before final

implementation of certain project approvals. The period between the CPUC's original
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approval of the MPWSP in D.18-09-017 on September 13, 2018, and the issuance of the

decision on August 14, 2025, was approximately six years and eleven months.

E. State Lands Commission Delays

When was the State Lands Commission (“SLC”) lease application filed for the slant well
areas? What is the current status of that application?

California American Water submitted its State Lands Commission (“SLC”) lease
application on June 5, 2023. Following a notice of incomplete application issued on July
13, 2023, California American Water provided its response on September 14, 2023, and
SLC staff deemed the application complete on October 13, 2023. By the summer of
2024, the environmental review associated with the lease application was substantially

complete and SLC staff indicated it was targeting an October 2024 hearing date.

Although the application and environmental review were substantially complete by the
summer of 2024, the lease was not approved until June 2026. The reason for the delay in
approval was because the State Lands Commission would not act on the application until
A.21-11-024 was completed. As a result, approximately 20 months elapsed between the
date the application was deemed complete and the date of final SLC approval. During
that period, California American Water continued to meet with SLC staff and provide

information requested in support of the review process.

From an engineering and project implementation perspective, the SLC lease approval was
a critical path item because it is required for construction of the subsurface slant-well
intake facilities located on or beneath State lands. In addition, the absence of an
approved SLC lease affected other project approvals because certain agencies were
reluctant to issue final approvals for project components while the SLC authorization

remained unresolved. As a practical matter, the project could not advance through all
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necessary permitting and into full implementation without first obtaining the underlying

SLC lease approval.

Accordingly, while California American Water's lease application and environmental
review were substantially complete by summer 2024, final approval was not obtained
until June 2026. The timing of that approval contributed to the overall extension of the
project schedule because development of the intake well facilities and related permitting
activities could not fully proceed until the required State Lands authorization had been
secured. The lease approval obtained in June 2026 allowed the project to move forward
with implementation of the intake well program, which is currently scheduled to begin

construction during the Fall 2027 drilling season.

What is the current status of the SLC Lease?

As noted above, on June 23, 2026, the SLC approved California American Water’s
application for the SLC Lease. On July 24, 2026, the City of Marina, MPWMD,
MCWD, and MCWD GSA filed a petition for writ of mandate in Monterey Superior

Court challenging SL.C’s approval of the lease.

F. Remaining Permit Approvals

What remaining permit approvals are there for the project?

California American Water must obtain a National Pollutant Discharge Elimination
System permit from the California Central Coast Regional Water Quality Control Board
to allow the discharge of desalination brine through M1W’s existing outfall into
Monterey Bay, as well as a determination that the MPWSP uses the best available site,
design, technology, and mitigation measures feasible to minimize marine life mortality
under California Water Code Section 13142.5(b). In addition, M1W and California
American Water must obtain a CDP from the Coastal Commission and authorization

from the State Lands Commission to make improvements to M1W’s outfall to
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accommodate the MPWSP’s brine discharge. Moreover, California American Water
must execute a lease agreement with M1W for the use of outfall for the brine discharge.
Further, Special Condition 12 of the CDPs for the MPWSP require California American
Water to obtain Coastal Commission approval of a Groundwater Monitoring and
Remedial Measures Plan in the form of an amendment to those CDPs.¢ Finally,
California American Water must obtain the Monterey Bay National Marine Sanctuary’s
authorization of the discharge of desalination brine into Monterey Bay, as well as a
special use permit for the presence of a pipeline transporting seawater to a desalination
facility. California American Water also will need various other permits or approvals
from governmental agencies for construction and operation of the MPWSP, such as
ministerial building, grading, and encroachment permits. California American Water has
been working closely with the above-referenced agencies to obtain the required

approvals.

PROJECT MANAGEMENT

How does California American Water choose its vendors for engineering and
construction projects?

California American Water uses several methods to choose its vendors. These include
competitive bidding, qualifications-based selection, and sole source selection, depending
on the circumstances. Factors that influence the method include internal policies, the
type of service to be provided, the size of the contract, and the expertise required of the

vendor.

Does California American Water have any written policies to guide its selection of
contractors?
Yes. American Water currently has a policy and procedure in place to properly manage

the procurement and administration of engineering and construction contracts, attached

6 See Application, Attachment A (CDP Findings) at p. 31.
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hereto as Attachments 4 and 5 (CONFIDENTIAL). The policies and procedures set forth
the process for sourcing process, supplier selection process, and methods used to process

contracts, including competitive bidding and sole source requirements.

In addition to these written policies, please discuss California American Water’s process
for obtaining professional services?

California American Water usually conducts a Request for Proposals (“RFP”’) process as
part of its regular business of soliciting proposals for engineering work. This process
typically includes a pre-bid meeting, where firms from the Company’s approved list of
national and regional engineering firms are invited to participate and express their
interest. In addition, there may be local engineering or construction firms that are invited
to participate, depending upon their expertise and experience. Depending on the capital
project, the firms may be invited to participate in reviewing draft and final versions of the
RFP in order to be as comprehensive and clear in presenting the work expectations as
much as possible prior to the issuance of the RFP. This step allows some latitude for
addressing questions or issues of concern prior to the RFP due date. The actual RFP is
then distributed to interested firms, and a submittal date is selected, typically four to six
weeks into the future from the distribution date. If more than two firms submit a bid on
the RFP, then the bids are evaluated by no less than three engineering team members. A
bid evaluation form is then completed, and the results are tabulated. After review by the
team, an award memo and resulting recommendation is typically prepared for
management’s approval of that specific project. Thereafter, the selected firm is contacted

about successfully receiving the project award.

On occasion, after going through the RFP process, California American Water may
receive formal letters of non-participation from firms prior to the due date for proposals
being submitted. It is also possible that other firms may choose to partner on submitting

a proposal to California American Water for performing this work. In these
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circumstances, it is possible that only one firm may provide a response to the RFP.
Again, an evaluation of the proposal would still be conducted for qualifications,
understanding of the project scope, and the price. If the single RFP response meets
certain criteria, then it is possible the single RFP response can be awarded. The
circumstances can vary by project, but as long as the responding firm met the

requirements contained in the original RFP document, it is acceptable.

Finally, there are unique project circumstances that arise that lead to management
judgment on sole-sourcing work to specialized engineering firms. One example is
GeoScience Support Services, Inc. GeoScience has provided groundwater modeling,
hydrogeologic analysis, litigation support, and monitoring-related services associated
with the MPWSP for many years. GeoScience has been directly involved in developing
and defending the technical analyses underlying the project's groundwater, source-water,
and monitoring programs and has supported testimony, depositions, and compliance
activities associated with Coastal Commission conditions of approval. Because
GeoScience possesses extensive historical knowledge of the project, its hydrogeologic
models, monitoring data, technical assumptions, and regulatory commitments — replacing
the firm would have required a significant transfer of institutional knowledge and could
have delayed critical regulatory and litigation support activities. For those reasons,
California American Water determined that continuity of work and GeoScience's unique

technical expertise justified sole-source engagement.

Another example is Denise Dufty & Associates ("DD&A"), which has provided
environmental planning, permitting, biological, and compliance support services for the
MPWSP since at least 2016. DD&A has supported CEQA compliance, permit
acquisition and amendments, mitigation monitoring and reporting, biological surveys,
agency coordination, CDP compliance, environmental documentation, and construction-

related environmental monitoring. The firm has developed extensive familiarity with the
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project's environmental commitments, permit conditions, mitigation requirements,
agency relationships, and compliance obligations. Given the complexity of the MPWSP's
environmental and permitting framework, retaining DD&A has provided continuity,
reduced project risk, and ensured consistent implementation of environmental
commitments that have evolved over many years. California American Water therefore
concluded that DD&A's unique project knowledge and long-standing involvement
supported the use of sole-source engagements for certain environmental compliance and

permitting activities.

The MPWSP is a technically complex and heavily regulated infrastructure project that
has been under development for more than a decade. In certain circumstances, California
American Water has relied on consultants possessing unique project-specific expertise,
historical knowledge, or specialized technical capabilities where continuity of work was
critical to maintaining project schedule, regulatory compliance, and efficient project
execution. Such procurements were undertaken to reduce risk, preserve institutional
knowledge, and avoid the costs and delays that could result from replacing consultants
that have been deeply integrated into key technical, environmental, and regulatory work

streams.

California American Water’s policies and procedures provide the rigorous standards
necessary to identify and engage high-quality professional services able to provide

services in a cost-effective manner.

Have any preliminary or detailed design documents been produced?
Yes. Detailed engineering and basis of design documents have been prepared for the
project. The desalination plant and conveyance pipeline designs are complete, the slant

wells are approximately 90 percent designed, and the outfall improvements are
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approximately 60 percent designed. These design documents form the basis for current

cost estimates, permitting activities, and construction planning.

Have any design-build or other construction contracts been executed? If so, provide
contract amounts, scope covered, and what items remain as owner-furnished costs.

A design-build contract with CDM Smith Constructors was executed on April 27, 2026,
for approximately $270,000,000. This contract covers the desalination plant which
includes final design, permitting support, procurement, construction, startup support,
quality management, and construction management services associated with the MPWSP
desalination plant facilities. The scope includes treatment-process facilities, buildings,
electrical and instrumentation systems, post-treatment systems, brine handling facilities,
and associated site infrastructure. Separate contracts govern other project components

such as the conveyance pipelines and source wells.

Have any other procurement activities (requests for proposals, vendor quotes, preliminary
orders) been initiated?

Bidding for construction of the other major project components is expected to begin in
early 2027. To support project planning and estimating, California American Water
received a direct proposal in 2025 from Boart Longyear for construction of the ocean
slant wells. Boart Longyear is a specialized contractor with experience and equipment

capable of performing the unique offshore slant well drilling required for the project.

Have any competitive bids been received for construction? If so, when were bids
received, what were the bid amounts, and how do they compare to the D.18-09-017
estimate?

The Design Build contract for the desalination plant was bid in 2015. CDM Smith
Constructors was awarded the contract in 2015. In 2026, the contract was updated with a

new negotiated price. California American Water plans to bid the slant well and
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conveyance pipelines in early 2027. The M1W outfall improvements are expected to be

bid in late 2027.

In July 2026, California American Water issued a request for proposals for construction
oversight services associated with the CDM Smith scope of the desalination project. Two
firms submitted proposals in August 2026. After evaluating cost and qualifications,
California American Water awarded the contract to West Yost, whose proposal offered
the best overall value, reflecting both the lowest price and a clear understanding of the

project's construction oversight requirements.

If bids have not yet been received, what is the engineering team's basis for the cost-to-
complete estimate?

Conveyance Pipelines — the conveyance pipelines are 100% designed and ready for

bidding. AECOM, the Engineer of Record, completed the design and prepared an
updated Engineer's Estimate for the pipeline work. The estimate was developed using
historical bid data from the 2015 procurement of the various conveyance pipeline
alignments, which included detailed bid items and corresponding unit prices. AECOM
evaluated these bid results and updated the costs by applying escalation factors derived
from four widely recognized construction cost indices: Engineering News-Record
(“ENR?”), California Department of General Services (“DGS”), Handy-Whitman (“HW”),
and the U.S. Bureau of Reclamation (“BOR”). These industry-recognized indices
provided a consistent and reliable basis for projecting current construction costs and
produced a relatively narrow range of estimated values. As a result, the Engineer's
Estimate reflects current market conditions while maintaining a strong foundation in

actual competitive bid data from the original procurement.

Outfall Improvements — The design team for the Outfall Improvements, Brown &

Caldwell, developed a construction cost estimate based on the degree of completion of
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the design effort. The design team broke the design of both the onshore and offshore
elements into their various bid components, these were estimated based on the quantities
included and compared to standard construction cost databases, the item costs were then
adjusted based on factors for geographical location and vetted against recent bids in the
geographical area and adjusted as needed. These costs were then escalated to the

anticipated bid date.

Source Wells — The cost estimate for the civil, mechanical & electrical work for the

source wells was developed by the design firm Michael Baker International (MBI) using
multiple independent sources of cost information and professional judgment based on
90% design drawings. The estimate draws on cost information from comparable prior
projects, including earthwork, trenching, and environmental mitigation costs; input from
Construction Management staff based on recent project experience; published RS Means
unit-cost data; and application of the Engineering News-Record Construction Cost Index
for the Bay Area to account for regional construction pricing and cost escalation. The
Cost Estimating Division of MBI also reviewed and provided input on the estimate. In
addition, the estimate incorporates current vendor quotations for pipe materials, including
high-density polyethylene, ductile iron, and super duplex stainless steel, as well as major
mechanical components such as isolation valves, check valves, air-release valves,
blowoffs, meters, and related equipment. Contractor quotations were used for selected
design features and specialized construction activities, and the design consultant provided
a quotation for the design of shoring required for the temporary casings. Drilling of the
wells will be sole sourced to Boart Longyear. Boart Longyear has provided a preliminary
estimate for drilling of the wells. Boart Longyear competitively won the bid for drilling
the test slant well and is the only known contractor who has the specialized drill rig that

can drill these slant wells that extend 1,000 feet under the ocean floor.
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Q106. Were there any periods from 2018 to the present during which the project was not

actively progressing?

A106. No. Although physical construction of the desalination plant did not proceed

continuously between 2018 and 2026, the project itself remained active throughout that
period. The work shifted among permitting, environmental review, engineering and
redesign, regulatory proceedings, stakeholder engagement, supporting-infrastructure
construction, procurement, and preconstruction activities as California American Water

pursued the approvals necessary to begin plant construction.

After D.18-09-017 was issued in September 2018, California American Water pursued
the required coastal development permits. The City of Marina denied the local permit in
March 2019, California American Water appealed that decision in May 2019, and it
separately filed an application with the Coastal Commission in July 2019. When Coastal
Commission review identified additional questions concerning groundwater, wetlands,
alternatives, environmental justice, and other coastal resources, California American
Water funded and performed additional groundwater modeling and technical analyses,
revised the project footprint and well design, developed habitat and wetlands protection
measures, changed portions of the pipeline design to reduce surface disturbance, and
expanded community and tribal outreach. It also proposed the phased 4.8-MGD initial
facility to reduce the project’s initial footprint while preserving the ability to expand to
6.4 MGD. The Coastal Commission approved the project, subject to conditions, in

November 2022.

During this same general period, California American Water also advanced and
constructed supporting MPWSP facilities. The Ryan Ranch-Bishop interconnection
improvements were completed in March 2019, the first phase of the transfer pipeline was

completed in December 2019, and the Carmel Valley Pump Station, in April 2022.
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Following the November 2022 Coastal Commission approval, the focus shifted to
satisfying the permit conditions and obtaining dependent approvals. California American
Water pursued the CPUC supply-and-demand proceeding, the SLC lease, the NPDES and
Ocean Plan review for brine discharge, federal authorizations, habitat and groundwater-
monitoring plans, local permits, and CPUC Notices to Proceed. The CPUC issued NTP-
S5a in September 2025 for site preparation and grading and NTP-5b in May 2026 for
construction of the first 4.8-MGD phase. The SLC approved the slant-well lease in June
2026.

California American Water also continued engineering and preconstruction work. The
project completed preliminary and final design, permitting packages, redesign for the
phased facility, and issued-for-construction documents. Construction of the desalination

plant began in August 2026.

There were periods when field construction of the desalination plant could not proceed
because required permits, regulatory determinations, or agency approvals remained
outstanding. Those periods should not be characterized as periods of project inactivity.
California American Water continued to advance the project through the work reasonably
available at each stage and moved into construction once the necessary authorizations

were obtained.

What cost controls, value engineering exercises, or procurement strategies did California
American Water employ during this period to reduce the impact of escalating
construction costs?

California American Water implemented a number of cost-control, value-engineering,
and procurement strategies during the period of project delay to reduce the effects of
construction-cost escalation while preserving the project's ability to meet its long-term

water-supply objectives. Rather than suspending project-development activities during
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the permitting period, California American Water continued to evaluate opportunities to
reduce initial capital expenditures, improve constructability, sequence work efficiently,

and leverage available financing opportunities.

One value-engineering measure was the adoption of the phased implementation approach
approved by the California Coastal Commission in 2022. Under that approach,
California American Water proposed an initial 4.8 MGD desalination facility while
preserving the ability to expand to the authorized 6.4 MGD capacity in the future. The
phased configuration reduced the initial construction footprint, reduced the number of
intake wells required and lowered the amount of infrastructure required for initial
operation, and reduced initial capital expenditures. The phased approach would help
control construction costs while maintaining operational flexibility and future expansion

capability.

California American Water also worked with regulatory agencies and project consultants
to modify facility designs in ways that reduced environmental impacts and improved
constructability. These efforts included refinement of the wellfield layout, reductions in
the project footprint, revisions to portions of the pipeline design, and the use of tunneling
and trenchless construction techniques in certain areas to reduce impacts to
environmentally sensitive habitat areas. These refinements helped advance permitting
while reducing the risk of future redesigns, permitting disputes, and construction

disruptions.

Throughout the permitting period, California American Water continued engineering
development rather than delaying design until all permits were obtained. Preliminary
engineering, final design, redesign associated with the phased configuration, permitting
packages, and issued-for-construction documents were advanced while regulatory

reviews continued. Continuing design activities allowed California American Water to
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maintain project readiness and avoid additional schedule impacts that would otherwise

have occurred once major permits were issued.

From a procurement perspective, California American Water maintained the design-build
delivery model for the desalination facilities and continued coordination with CDM
Constructors during the extended permitting period. Project-management, permitting,
and preconstruction activities continued while approvals were pending to reduce the risk
of further delay once construction authorization was received. Ongoing efforts continued
to manage schedule extensions, permitting support, contractor coordination, and
preconstruction planning to keep the project positioned for construction as approvals

were obtained.

California American Water additionally pursued lower-cost financing opportunities to
offset increasing construction costs. California American Water evaluated and pursued
state and federal financing alternatives, including grants, loans, and bond funding
opportunities intended to reduce the overall cost of project delivery and lessen future
customer impacts. The Company also evaluated financing structures and other measures

intended to reduce project financing costs while continuing to advance the project.

California American Water did not simply absorb escalating construction costs during the
permitting period. Rather, it undertook a series of measures designed to control costs,
including project phasing, design optimization, constructability improvements, continued
design advancement, coordinated design-build implementation, and pursuit of lower-cost
financing sources. Collectively, these actions were intended to reduce initial capital
expenditures, manage construction risk, preserve schedule flexibility, and mitigate
customer impacts while maintaining the project's ability to provide a long-term drought-

resistant water supply for the Monterey Peninsula.
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Q108. Why was California American Water unable to commence full construction earlier?

A108. California American Water was unable to commence full construction of the desalination

facilities because multiple regulatory approvals and permitting processes required after
issuance of D.18-09-017 were not completed until recently, and several remain ongoing.
The project could not lawfully proceed to full implementation until those approvals were

obtained. See Attachment 1 for a permitting timeline.

The most significant source of delay was the Coastal Commission permitting process.
Although D.18-09-017 approved the MPWSP in September 2018, Coastal Commission
review continued from 2019 through November 2022. During that period, the Coastal
Commission requested additional information regarding groundwater impacts, wetlands,
project alternatives, environmental justice issues, coastal resources, and project design.
California American Water funded and performed additional groundwater investigations,
modeling, environmental studies, stakeholder outreach, mitigation planning, and project-
design refinements in order to address those concerns. The CDP was ultimately not

approved until November 17, 2022.

Following Coastal Commission approval, California American Water was required to
satisfy permit conditions and obtain additional approvals that remained on the project's
critical path. These included the SLC lease for the slant wells, updated CPUC supply-
and-demand findings, RWQCB permitting for project discharges, federal environmental
authorizations, habitat mitigation requirements, groundwater monitoring requirements,
and other agency approvals. Several of these approvals were dependent upon one another

and could not be completed simultaneously.

The SLC lease provides an example. California American Water submitted its lease
application in June 2023. Although the application and environmental review were

substantially complete by summer 2024, the lease was not approved until June 2026
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because the SLC deferred action pending completion of the CPUC supply-and-demand
proceeding. As a result, approximately twenty months elapsed between the application
being deemed complete and final approval. During that period California American

Water continued supporting the review process and providing requested information.

The CPUC supply-and-demand proceeding likewise extended beyond its originally
anticipated schedule. California American Water filed Application A.21-11-024 to
address updated water-supply and demand forecasts and related issues. Hearings were
not held until 2024, and the CPUC's final decision providing updated supply and demand
estimates did not issue until August 14, 2025. That decision ultimately confirmed the
continuing need for the project and satisfied a Coastal Commission permit condition, but
the proceeding necessarily consumed time and resources before final implementation

could proceed.

California American Water was not idle during this period but has continued engineering
development, groundwater studies, environmental analyses, permit applications,
stakeholder outreach, design refinement, habitat-mitigation planning, and procurement
preparation. It also completed other MPWSP facilities, including transmission-pipeline
and related infrastructure improvements authorized under separate Notices to Proceed.
The project therefore remained active, but it could not enter full desalination-facility

construction until the required approvals were obtained.

California American Water had been unable to commence full construction of the
desalination facilities principally because the project required completion of an extended
sequence of interrelated regulatory reviews, permit proceedings, and agency approvals
following D.18-09-017. Once those approvals began to be secured, the CPUC issued
NTP-5a in September 2025 and NTP-5b in May 2026, allowing the project to proceed

toward construction.
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Q109. Did California American Water act reasonably and prudently in managing the project?

A109. Yes. California American Water acted reasonably and prudently in managing the project

under the circumstances. The project has been subject to an unusually complex and
extended regulatory processes involving multiple agencies with overlapping jurisdiction,
including the Coastal Commission, CPUC, SLC, RWQCB, and federal resource agencies.
Throughout that process, California American Water continued to advance engineering,
permitting, environmental review, stakeholder outreach, supporting infrastructure
construction, and project-development activities rather than allowing the project to

remain dormant.

After D.18-09-017 was issued, California American Water pursued the permits required
to construct the project and responded to issues raised during the Coastal Commission
review. When the Coastal Commission identified concerns regarding groundwater
impacts, environmental justice, wetlands, alternatives analysis, and coastal-resource
protection, California American Water funded additional technical studies, conducted
groundwater monitoring and modeling, developed mitigation measures, expanded
community outreach efforts, and refined project designs to address those concerns. These

actions contributed to the eventual approval of the CDP in November 2022.

California American Water also demonstrated prudent project management by adapting
the project as circumstances changed. Most notably, California American Water
proposed the phased implementation approach that reduced the initial desalination
capacity to 4.8 MGD while preserving the ability to expand to the ultimately authorized
6.4 MGD capacity. The phased approach reduced the initial construction footprint,
reduced the number of intake wells required for the first phase, responded to concerns
raised during the Coastal Commission process, and helped control initial capital

expenditures while maintaining the project's long-term water-supply objectives.

86




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

During the extended permitting period, California American Water continued to advance
engineering and preconstruction work. The project progressed through preliminary and
final design, redesign associated with the phased configuration, permitting packages,
issued-for-construction preparations, contractor coordination, and procurement planning.
By continuing these activities while permits were under review, California American

Water positioned the project to proceed once major approvals were obtained.

California American Water also continued to pursue related regulatory approvals and
satisfy permit conditions as they arose. The Company participated in the CPUC supply-
and-demand proceeding, continued working with SLC staff regarding the slant-well
lease, pursued water-quality and discharge permits, and obtained successive Notices to
Proceed from the CPUC. These activities reflect ongoing project management efforts

directed toward securing all approvals necessary for construction.

In addition, California American Water continued constructing and placing into service
supporting MPWSP infrastructure where authorization had been obtained. The
transmission-main segment, Ryan Ranch-Bishop interconnection improvements, Carmel
Valley Pump Station improvements, and related facilities were advanced while
desalination permitting remained pending. This allowed progress to continue on portions
of the overall water-supply program even while the desalination component remained

subject to regulatory review.

California American Water did not cause the principal project delays and did not remain
inactive while approvals were pending. Instead, California American Water continued to
advance available work, respond to regulator concerns, adapt the project to changing
circumstances, pursue cost-control measures, and obtain the approvals necessary to move
the project toward construction. Under the circumstances presented, those actions were

reasonable and prudent project-management decisions.
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VI. CONCLUSION
Q110. Does this conclude your testimony?

A110. Yes, it does.
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THIS IS THE PUBLIC
VERSION.

CONFIDENTIAL
ATTACHMENT(S) HAVE
BEEN OMMITTED.

Contact below to request access
Demetrio A. Marquez
Manager, Paralegal
California-American Water Company
550 California Street, Suite 650
San Francisco, CA 94104
Phone: (415) 293-3027
Email: demetrio.marquez@amwater.com
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POLICY DOCUMENT *'AMERICAN WATER

Procurement Policy

Applicability: American Water Works Company Inc.,

Last Updated: May 13, 2026
Executive Sponsor: EVP, Chief Financial Officer & EVP,
General Counsel & Corporate Secretary

and its controlled subsidiaries (together ) - - )
Policy Owner: Vice President, Supply Chain

“American Water” or the “Company”)

PURPOSE

This policy provides requirements to conduct procurement activities, execute contracts and process
payments to suppliers. It addresses timing, key methods, approvals, reporting, and roles/responsibilities.
The policy applies to the procurement activities of the Regulated Business (defined below). The Market
Based Business (MBB) Procurement and Contract Procedure explains the requirements for purchasing on
behalf of the MBB.

This policy establishes requirements for all employees involved in procuring goods or services in an effort to:

e Ensure the Company leverages its spending and achieves the best value when procuring goods and
services

e Protect the Company from risks and liabilities in the procurement process

o Ensure the Company engages suppliers that share its values and ethics

e Ensure fair and equitable competition among suppliers

e Ensure appropriate use, review, and inclusion of contracts in relevant Company systems such as
Coupa and SharePoint to protect the Company’s assets and interests

e Grant permission, as appropriate, to execute procurement contracts

e Specify the best and most appropriate method of payment for a good or service

POLICY STATEMENT

Unless otherwise specified, this policy establishes requirements that are to be followed by all
Regulated Business employees involved in procurement and payment activities. More detailed

guidance can be found in the referenced policies or procedures.

1. Requirement to Engage Supply Chain

a. The Business is responsible for determining its material and service needs. Supply Chain will
work jointly with the Business to source the need, select a supplier(s) capable of fulfilling the

need, and negotiate and execute a contract.

b. To ensure your good or service is purchased with your need date in mind, the Business must

engage Supply Chain as early as possible in the process.

c. All regulated employees must contact a representative of Supply Chain for advice and
direction for any new purchase not already under contract as outlined in this section,

including:
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i. Any purchase that involves computer hardware, software, integration of any software
or device with Company systems, or other projects requiring supplier access to

Company systems.

ii. Any purchase of a good or service involving hazardous materials or chemicals.

iii. Any purchase involving Company confidential information or personally identifiable

information (PIl) of employees or customers.

iv. Any software or service that uses or is expected to use Artificial Intelligence (Al) in the

solution or work product.

v. Any service that involves a supplier performing work on Company property or

performing work on behalf of the Company in the public.

vi. Any one-time purchase or total annual purchase of a good or service expected to be
greater than $25,000.

d. The intent of this section is not to cause undue burden to the Business or significantly impact
operations. The Business and Supply Chain shall jointly employ common sense to ensure the
spirit of this section is met while also meeting business needs. Emergencies and immediate

needs outside normal business hours shall follow section I1.7.

e. For the purchase of goods and services already under contract or not meeting the
requirements of section Il.1.c such as inventory, catalog, P-Card, or travel purchases, refer to
Table 1, Buying Channel Matrix in Appendix A for instructions on using the most appropriate

buying channel to secure these items.

2. Competitive Bidding and Bidding Exceptions

a. A competitive bid is required for any one-time purchase or total annual purchase expected to
be greater than $250,000 (not including the value of change orders). A competitive bid
ensures the Company receives fair-market pricing, considers a wide range of suppliers, and

ensures transparency in the award and contracting process. The following exceptions apply:

1. The Sole Source Justification form must be:
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a. Completed by the Business using the Construction and Engineering
Sole Source Justification Form for engineering or capital projects, and
the standard Sole Source Justification Form for all other procurement
activities

b. Approved as follows:

i. For Engineering and Construction: State or function lead of
grade 60 or higher, Corporate Engineering, Director of
Engineering Project Delivery, and VP of Supply Chain

ii. For all other procurement needs: State or Function Lead of

Grade 60 or higher and a Supply Chain leader of Grade 50 or
higher
c. The State President or Function Executive must be informed prior to
execution of the contract
d. Reviewed if there is a material change in the contract scope through
change orders or amendments

e. Re-approved prior to any contract renewal or extension

ii. Previously Competitively Bid Contract: A competitive bid is not required where there is
an active contract or framework agreement in place that was established through a
competitive sourcing process and includes unitized pricing, rate cards, or other
competitively determined commercial constructs for the good or service, provided
that:

1. The competitively bid pricing is no more than three (3) years old (or has
market-based escalators defined in the contract), and
2. The purchase remains within the scope, pricing structure, and commercial
intent of the original competitive bid and contract
3. The three-year period may be extended up to five (D) years where:
a. A documented market price benchmark assessment is completed
and stored in the CMS system with the corresponding contract
b. The assessment demonstrates that pricing remains competitive and
that a competitive bid is reasonably expected to result in higher cost,
increased risk, or diminished supply / service assurance or the cost
of switching to a new supplier would be cost prohibitive
c. The benchmark assessment must be included with the contract

extension in the Contract Management System
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iii. The Good or service is governed by a Documented Strategy approved by a business
unit leader of Grade 60 or higher and a Supply Chain leader of Grade 50 or higher
iv. Emergency Purchases: Purchases considered an emergency per Section I1.7 are
excluded from competitive bidding requirements.
b. All competitive bids are encouraged to be electronic in nature, facilitated using the Electronic
Bid Platform system of record. This will streamline the bid process, maintain the bid for the
required retention period, and facilitate easier collaboration with suppliers and key

stakeholders.

c. All competitive bids greater than $250,000 shall be electronic and facilitated using the
Electronic Bid Platform system of record unless the bid is conducted by a Supply Chain
approved third-party supplier. In that case, all bid records shall be electronically provided to

the Company upon completion and stored with the related contractual documents.
d. For record retention purposes, email is not an acceptable method of bidding.

e. Reference the Procurement Procedure for more details pertaining to competitive bidding and

sole sourcing.
3. Supplier Selection and Set-Up

a. Selecting a supplier is the joint responsibility of the Business and Supply Chain.
Consideration must always be given to the total value or total cost of ownership, including

safety, assurance of supply, quality, service, innovation, and regulatory requirements.

b. All supplier award decisions, including evaluation matrices, shall be documented and

uploaded to the company’s Contract Management System.

c. Supplier Master Data is required to set up a supplier for use in the Company’s contracting
and procurement systems.
i. Supply Chain is responsible for creating and maintaining supplier master files within
the Company’s enterprise systems.
ii. All efforts should be made to use existing approved suppliers before engaging new
suppliers.
iii. Ifitis necessary to add a new supplier, Supply Chain will conduct a supplier
assessment prior to creating a new supplier.
d. Exceptin the case of an emergency, purchase orders may not be placed and services shall

not commence from a supplier until the supplier assessment is complete, a certificate of
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insurance, when required, is on file, the supplier has met all contractor safety requirements,

a supplier record is created, and a fully executed contract is in place.

4. Contract Requirement

a. A written contract is required for Company transactions with a third-party, including
procurement activities covered by this Policy, however, certain purchasing transactions are
governed by the Procurement Card Policy and outside the scope of this Policy.

b. For additional information on non-procurement contracts including, for example, Non-

Disclosure Agreements and data sharing agreements, please see the Contract Policy.

c. Contract types used in procurement activity include, but are not limited to:

i. Master Agreement and Statements of Work and Task Orders associated with an MA
ii. License and subscription agreements
iii. Standalone goods agreements
iv. Standalone services agreements
v. Amendments and change orders

vi. Letter of Intent - only used with the approval of the Chief Procurement Officer and
Legal when timing is critical, but a final agreement has yet to be executed.

vii. Purchase Orders

d. Supply Chain is responsible for working with Legal to determine the appropriate type of
Contract and will engage additional stakeholders to assist with the contracting process as
needed. The responsibility to understand the contractual obligations for both the supplier

and the Company is with the Business Owner(s) using the applicable goods and services.

e. No Company employee may execute a purchase without a valid contract in place except in
accordance with the Purchasing Card Policy. A valid contract is one that has been approved
by the appropriate stakeholders in the CMS, signed by the appropriate employee and
properly uploaded into the CMS, or a purchase order generated by the company’s
procurement system after the appropriate approvals have been granted.

f.  An employee may sign a contract on behalf of the Company if that contract has been
approved as set forth in Table 2 in Appendix A of this Policy, which outlines who is authorized

to approve a contract for a good or service covered under this Policy.
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g. Certain contracts require review by the Legal Department, Finance Department and/or

Supply Chain before they are approved and signed.

h. The requirements for review and approval of contracts prior to execution and other post-

execution contract administration responsibilities are explained in the Contract

Administration Procedure. Please note that such review will add time to the overall

procurement process so employees must engage Supply Chain as early as possible with a

purchasing request.

5. Post Contract Execution Responsibilities

a. Business Owner(s) are responsible for understanding the terms of the contract and fulfilling

the Company/s obligations under the contract. If the Business Owner(s) needs assistance in

understanding the terms of a contract, they should seek advice and assistance from Supply

Chain and Legal.

b. Supplier Performance Issues

The line of business utilizing a good or service is accountable for the overall
performance of the supplier under contract. This includes a responsibility to
understand the applicable contractual terms, service requirements, and performance
expectations, and to actively manage the supplier's day-to-day performance. The
Business is expected to provide clear direction to the supplier, monitor performance
against contractual obligations, and engage directly with the supplier to
communicate expectations and provide timely, constructive feedback. This
responsibility applies to all locally sourced goods and services. For suppliers under
national agreements, the Business retains responsibility for performance
management and must coordinate feedback and any material concerns with Supply

Chain through the designated representative.

Should supplier performance not meet contractual requirements, the Business must
make reasonable, good-faith efforts to address and correct the issue directly with the
supplier. This includes clearly communicating deficiencies, setting expectations for
corrective action, and providing the supplier with an opportunity to remediate. If
performance issues persist after repeated attempts to resolve, the Business must
formally document the performance deficiencies, including records of
communications and corrective actions requested, and promptly engage Supply

Chain for guidance on next steps. Supply Chain will support escalation, enforce
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C.

contractual remedies, and coordinate any required actions in alignment with

Company policy and supplier management practices.

Per section I1.1., the Business Owner(s) shall engage Supply Chain in a timely manner before
your contract expires to determine the best course of action if you will continue to need

goods and/or services from a supplier.

6. Method of Payment

a.

Reference Table 1, Buying Channel Matrix in Appendix A for instructions on using the most

appropriate method of payment to compensate suppliers for your need.

Using a prohibited payment method may either disrupt a project or result in suspension of

your privileges under that payment method.

If you have questions regarding the most appropriate method of payment, consult your

Supply Chain representative or an accounts payable representative.

7. Emergency Procurement

Emergency work is typically work related to restoring customer service in an outage, work
related to a life-saving event, work related to an incident with the potential to cause
immediate and significant environmental impact or non-compliance or work involved to

protect Company or customer property.

Within 24 hours of the initiating event, either the State President, State Operations functional
lead, State Engineering functional lead, or Service Company functional lead shall be
informed of the emergency purchase via email, and this email shall be forwarded to the

appropriate Supply Chain contact for tracking.

Poor planning or failing to communicate a need in a timely manner does not constitute an
emergency. All employees are encouraged to use common sense when following the

emergency procedures in this section I1.7.

During emergencies, efforts should be made to engage contractors and suppliers with whom
the Company has an existing agreement for the service or materials required. If such
contractor or supplier is not available, other contractors or suppliers should be utilized as

necessary.
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e. Inthe case of an emergency, process the purchase requisition when the urgency of the event

has passed and you have agreed to the cost with the contractor or supplier.

The emergency services or goods needed for the services will require a purchase requisition to
confirm the agreed cost with the supplier and allow the supplier to put a Purchase Order number on

their invoice.

8. Procurement Transactions Outside the Scope of this Policy

a. Fleet procurement needs shall follow the provisions of the Fleet Policy.

b. Travel expenses must follow the provisions of the Employee Travel and Business Expenditure
Policy.
c. Engagement Letters engaging legal counsel as well as other providers of legal services

(expert witnesses, etc.) are the responsibility of Legal.

d. Contingent Labor and Independent Contractor needs are the responsibility of the Talent

Acquisition department.

e. Real estate transactions such as the buying, selling, leasing and/or mortgaging of real

property.

f. Purchases made with a P-card are governed by the P-Card Policy.

8. Contracts entered into by American Water Works Company, Inc.’s Board of Directors.

h. Contracts related to the Company’s independent auditor as approved by shareholders at the

annual meeting.

9. Small Business and Supplier Engagement and Development

a. Consistent with federal and state requirements, the Company is committed to providing
opportunities for a broad range of suppliers to compete for contracts across the range of

goods and services it procures.

b. The team facilitating the RFP must require that award decisions are made per sections 11.2

and 11.3 of this Policy.

c. Referto the Supplier Engagement and Development Procedure for additional information.
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10. Ethical Sourcing

a. Ethical sourcing is the process of ensuring products and services are obtained through

responsible and sustainable methods.

b. The Company will not procure goods or services from sources who engage in the following

behaviors:

i. Fail to pay their employees a fair and legal wage

ii. Violate the human rights of their employees

iii. Fail to keep their places of business clean and safe

iv. Engage in environmental abuses

v. Any other abuse, infraction or violation of law deemed serious enough by the
Company to disqualify a supplier from doing business with the Company.

c. Refer to the Supplier Code of Conduct for additional details.

d. Any issues or concerns related to ethical sourcing should be reported immediately to the
Chief Procurement Officer and to the Chief Compliance Officer or the Confidential Ethics
Helpline at 877-207-4888.

11. Federal and State Purchasing Acts

a. The Company is required to follow the provisions of certain federal and state acts including
Buy America, Davis-Bacon, etc. in cases where federal funds are used for certain

construction projects.

b. Supply Chain and the Business shall collaborate in determining the applicable federal laws

for a given project.

c. Buy America is the most common federal act related to Company projects and its provisions
only apply to iron, steel, and manufactured goods used in the construction of a federally

funded project.
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d. Buy America provisions are not to be confused with the Buy American Act of 1933 which

does not apply to the Company.

e. Refer to the Buy America Procedure for details associated with Buy America provisions.

12. Energy Procurement

a. Electricity supply is a significant operating expense for the Company, and the market is highly
volatile and, therefore, represents significant price risk for acceptable budget management.
Effective price risk management requires the Company to react quickly to favorable market

price changes and to minimize the time between a price offer and agreement signature.

b. Price management opportunities in the electricity market must consider these factors:

i. Energy - Liquid forward market allows for multiple fixed price hedging opportunities.

ii. Capacity - Grid operator auction determines the price for most of our market. Prior
to the auction for a period, a supplier can offer a fixed price but will likely include a
risk premium to cover price risk associated with the auction price. In addition,
demand response markets also use the auction price for market participant’'s

revenue.

iii. Transmission - FERC approved tariff-based price. Suppliers can offer a fixed
transmission price, but historically, they have used the Change in Law contract

language to pass through an increased price.

iv. Ancillary Services and other Miscellaneous Costs - These costs are typically a small
portion of the overall price and suppliers can provide fixed pricing for these prices.
Price volatility is typically not high in this area, but prices can follow a high energy

market in extreme conditions.

c. Electricity Procurement Policy Directives:

i. Energy - At least 50% fixed one (1) month prior to the month of consumption for a
contract. Ideally, Supply chain will seek to contract no later than six (6) months prior
to consumption on a contract; however, market conditions may dictate otherwise. A
contract with index pricing exceeding 50% needs to be approved by the Chief
Procurement Officer or Supply Chain equivalent and the VP of FP&A or Finance

equivalent.
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Vi.

Vii.

viii.

Capacity - Contracts should be structured to allow pass-through capacity pricing. If a
supplier offers a fixed capacity price, make sure Legal reviews the contract language
to ensure the Change in Law language does not allow a supplier to pass through a
price increase from subsequent capacity auctions. The Company can provide some

capacity cost hedging through participation in the demand response market.

Transmission - Contracts should be structured to allow pass-through transmission
pricing. If a supplier offers a fixed transmission price, make sure Legal reviews the
contract language to make sure the Change in Law language does not allow a

supplier to pass through a price increase from FERC approved tariff pricing.

Ancillary Services and other Miscellaneous Costs - Contracts should fix these costs
due to the potential for higher costs in a volatile energy market. The only exception

are line loss costs, which is a tariff-based percentage of usage delivery.

Renewable Energy - Renewable Energy options including buying Renewable Energy
Certificates should be considered to help meet ESG goals. The State VP of Ops, Chief
Engineering Officer, ESG leadership and Supply Chain shall collaborate regarding

these decisions.

Buying Authority - Supply Chain has the ultimate buying decision and signature
authority. Prior to executing electricity supply contracts, Supply Chain will consult
with the appropriate State Vice President of Operations regarding buying strategy.
Furthermore, Supply Chain will communicate any price changes to the appropriate

State Operating Company and Finance for budget management purposes.

The Company will not be a party to any derivative agreements as part of any electric

supply agreement unless specifically approved by the Chief Financial Officer.

Contracts will be executed in the name of American Water Works Service Company,

Inc. for the benefit of the appropriate Operating Company or affiliate.

All electricity invoices will be submitted and paid through the Company’s energy

expense management platform (currently Engie Insights).

d. Roles and Responsibilities in Energy Procurement:

Supply Chain:
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1. Monitor electricity markets on an ongoing basis.

2. Develop short and long-term strategies to manage electricity prices at the

state level and amend as market conditions require.

3. Seek feedback from the Business and Finance on strategy and prior to

executing buying decisions.

4. Inform the Business and Finance as contracts are executed.

5. Obtain final decision and signature authority for all electricity procurement

contracts.

ii. State Leadership:

1. Review electricity purchasing strategies presented by Supply Chain in a timely

manner.

2. Provide feedback on strategies as it relates to current and future budget

impacts.

iii. Finance:

1. Review strategies provided by Supply Chain to determine budget

requirements.

2. Update state-level budgets based on executed buying decisions.

e. Any exception to this energy procurement process shall be approved by Supply Chain in

writing before any activities occur.

L. RESPONSIBILITIES

All employees are responsible for understanding and applying these rules to the Procurement Policy and
contacting the appropriate Company resource with questions. See RACI diagram in Table 3 of Appendix A for
a matrix of responsibilities.
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DEFINITIONS

Ancillary Services and Other Miscellaneous Costs (Energy)- Ancillary services are services that help
maintain the reliability of the grid and maintain a balance between supply and demand. The
Miscellaneous costs are typically associated with line losses and other small credits or costs

associated with grid management.

Business Unit or the “Business” - Line of business requesting the need and who will work with Supply

Chain to source and contract the need.

Business Owner(s) - Any individual(s) using the contracted good or service. Examples include the
Project Manager for a capital project; a Plant Superintendent using chemicals to treat water at his or
her plant; the Supervisor overseeing a hydrant replacement project. Delegation of ordering
responsibilities to another individual does not absolve a manager of his or her Business Owner

obligations.

Buy America Act - An act passed by Congress that requires Department of Transportation-funded
projects to use US-made steel, iron, and other manufactured products. This act is different from Buy

American, which does not apply to private companies.

Capacity (Energy) - Capacity markets are mechanisms in the Energy market that pay generators for the
capacity they promise to make available. The capacity price is determined in many markets by an

auction that sets pricing for a 12-month period.

Certificate of Insurance - Certificate issued by an insurance company as proof of coverages a hamed

business entity carries.

Competitive Supply Market (Energy) - Electricity markets where competing suppliers offer their electricity
output to retailers. The retailers then reprice the electricity and take it to market. In American Water’s

footprint, NJ, PA, MD, IL, and CA are competitive markets.

Contract Management System (“CMS”) is the current application(s) of record utilized by the Company to
support the creation, approval, and ongoing administration of contracts. Examples include the SharePoint

Contracts Management Portal and Coupa.

Contract - Any legally binding agreement between two or more persons or entities to do or not to do a

particular thing.
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Company- American Water Works Company, Inc. and its subsidiaries.

Coupa - Enterprise procurement system which includes an electronic catalog, sourcing, contract
management, and supplier information management. Purchasing requests are to be made through

this system.

Documented Strategy - Functional leadership and Supply Chain leadership jointly agree on a specific
supplier or approach that will be taken for a documented period of time related to a good or service.
Example: US Pipe is our preferred pipe supplier, so routine purchases made through US Pipe do not

need to be competitively bid.

Energy - Electric supply produced as output from an electric generation facility and delivered to the

electric grid for ultimate delivery to consuming facilities. Typically, 50 to 70% of the agreement’s value.

Goods - Tangible items such as materials, equipment and chemicals used in the everyday operation

of the business. For the purposes of this policy, purchased water is excluded.

Letter of Intent - A document that outlines the preliminary terms of an agreement. While most of the
document is typically non-binding, it serves to formalize the intent of the parties and sets the stage for

a more detailed, legally binding contract later.

Master Agreement - Is a contract that sets out standard terms that apply to all the transactions
entered into between the Company and a supplier. Each time that a transaction is entered into, the

terms of the master agreement do not need to be re-negotiated and apply automatically.

Purchasing Card (P-Card) - Company credit card used to purchase business related travel, meals or

for other business-related emergency needs.

Personally Identifiable Information (PIl) - Any information used to identify a person and distinguish
them from another person. Example: employee identification number, social security number, home

address.

Purchase Order (PO) - Document issued to a supplier authorizing them to provide a good or service in

return for a certain consideration.
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Purchase Request (PR) - Request submitted internally for the purchase of a specific good or service

and once approved by an authorized approver via delegation of authority, converts to a PO.

Regulated Business - Includes all of the regulated state affiliates as well as American Water Works

Service Company, Inc.

Request for Proposal (RFP) - Document used as a part of the competitive solicitation process to
request commercial information such as pricing, delivery terms, contract terms, etc. for a good or a

service. Other variants are Request for Solution, Request for Information, etc.

SAP - Enterprise resource planning system for the regulated business.

Statement of Work (SOW) - A contract, controlled by the terms of a Master Agreement, that defines the
entire scope of the work involved for a supplier and clarifies deliverables, costs and timeline for the

work or project.

Service - Activities provided by people such as physical labor or consulting.

Sole Source - The award of a contract to a supplier or suppliers without executing a formal RFP

process.

Stand Alone Agreement - A one-time contract for the purchase of goods and services with terms that

apply only to that specific purchase.

Supplier Master Data - Information required by the Company to set up a supplier in Company ERP
systems. Supplier Master Data includes a supplier’'s name, address, contact information, default

payment terms and method, Taxpayer Identification Number, etc.

Task Order (TO) - Similar to an SOW, a TO is a contract, controlled by the terms of a Master
Agreement, that defines the entire scope of the work involved for the supplier and clarifies

deliverables, costs and timeline for the work or project.

Transmission (Energy) - The process by which electricity is transported from generation facilities to
local utilities for delivery to end-users. The price is determined by a Federal Energy Regulatory

Commission (FERC) approved tariff.
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VL.

VI

VOW - Value of Work. This is a type of purchase order used for capital projects and is issued via the SAP

system.

WAIVERS; MODIFICATIONS

Any waiver or exception from this policy requires the prior written approval of the Document Owner of
this policy. Each person or department receiving a waiver or exception is responsible for retaining
documentation of the waiver that was granted.

NON-COMPLIANCE

Any employee who violates or circumvents this Policy may be subject to disciplinary action up to and
including termination.

Employees should promptly report any potential misconduct or violations of this, or any other, Company
policy to the appropriate Company resource, which could be your supervisor, the Policy owner, Human
Resources, Legal, or the Compliance & Ethics department. The Company does not allow any form of
retaliation against employees who make good faith reports or who participate in a Company investigation.

CONTACT INFORMATION; MONITORING

Any questions related to this policy shall be directed to individuals in the following order:

e |nitial Contact: Director, Supply Chain Support Services

e 1st Escalation: Director, National Categories and Corporate Procurement or Director, State
Procurement

e 2nd Escalation: Chief Procurement Officer
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Appendix A - Policy Exhibits

Table 1: Buying Channel Matrix

Procurement /

Payment Method

Description of Method

Allowable Uses

Prohibited Uses

Purchase Order

Purchase orders are the preferred method
of procuring most goods and services.
Whenever a specific request is being
made for the delivery of goods or services,

a PO shall be used

Goods and services

Suppliers that do not
provide an invoice
(See EDR)

Suppliers that will
not accept a PO (see
P-Card and Standard
Invoice)

Material
Requirements
Planning (MRP)

MRP is an option for
inventory purchases
where the system
recommends what,
when, and how much
to buy

Inventory items
Materials that have a
part number

Materials without an
SAP part number

Purchase PR'’s are used to e Inventory items e Capital services
Requisitions generate most e Other goods and e Capital services with
(PR’s) purchase orders, with services goods or materials
the exception of
capital projects
Value of Work VOW PO’s are a e None e This method of

(VOW)

specific type within the
SAP system designed
to automatically
accrue work in
progress based on a
set schedule

purchase order is no
longer available

Urgent PO

Urgent PO’s are PO’s
created directly in SAP
by Supply Chain. They
are used for
emergencies and

Emergencies when
purchase requisitions
in myPurchasing are
not available

Meter warranty

Any purchase not
constituting an
allowable use

situations that other returns
PO types cannot e Other inventory
address. returns
Standard Invoice | Paying via an invoice is on an exception e Leases e Any purchase not
basis only and shall be used only in cases | o Legal fees and constituting an
expenses allowable use
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where POs are not accepted or per the
allowable uses section.

e Suppliers who will not
accepta PO

Electronic
Disbursement
Request / Check
Request

EDR’s / Check Requests are used only for
those suppliers that do not provide an
invoice

e Government
payments

e Customer refunds

e Donations

e Fasements and land
purchases

e Goods and services

Purchasing Card
(P-Card)

P-Cards are used for high volume, low
value transactions (generally < $ 500)
and where other payment methods are
not accepted. P-Cards are the preferred
payment method for purchases from on-
line Company specific supplier portals. P-
Card’s may be used for travel and
entertainment.

e Travel, meals, &
entertainment

e Purchases from
supplier portals when
not available through
myPurchasing

e Subscriptions

e Training and
seminars

e Emergency
purchases

e Any purchase not
constituting an
allowable use

e Transactions over P-
Card transaction
limit where other
methods are
accepted (split
purchases are
prohibited)
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Table 2: Authorized Approvers or Signatories of Procurement Contracts Covered by this Policy:

Contract approvals must follow the company’s Delegation of Authority (DOA) Policy. Any delegation of system approval must be
completed within the MyPurchasing system for record-keeping purposes, Approval of delegation may also be granted via email,
which must be documented as an attachment to a contract in the MyPurchasing system. The table below sets forth the
requirements for approval under the DOA Policy which is required before an employee can sign a contract or required by the
person signing a Contract if no prior approval has been obtained.
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Contract Type

Supply Chain

Subsidiary

Service Company

Service Company

Grade 40 and up for all

None

Any officer of the Service

Master Agreement Service Company Company, following the DOA
Agreements, based on the based on the estimated annual
estimated annual spend spend

Subsidiary Master None Any functional lead or None

Agreement officer of the subsidiary,

following the DOA based
on the estimated annual
spend

Service Company

Shall follow the DOA

None

Shall follow the DOA according

Stand-Alone according to the monetary to the dollar value of the

Agreement value of the agreement agreement and shall only be
approved by an individual in
the function purchasing the
good or service

Subsidiary Stand- None Shall follow the DOA None

Alone Agreement

according to the dollar
value of the agreement
and shall only be
approved by an
individual in the
subsidiary purchasing
the good or service

Service Company

Shall follow the DOA

None

Follows Delegation of Authority

Scope of Work according to the monetary according to the dollar value of
value of the agreement the agreement and shall only
be approved by an individual
in the function purchasing the
good or service
Subsidiary Scope of | None Shall follow the DOA None
Work according to monetary

value of the agreement

Non-Disclosure Grade 40 and up None Any officer of the Company or

Agreements with member of the legal

Potential Suppliers department of Grade 50 and
up

Letter of Intent (not None None General Counsel or Attorney

a contract)

supporting Supply Chain

Amendments

Amendments to an agreement shall follow the same signature permissions as the parent

agreement being amended

A-57

Page 20



POLICY DOCUMENT ‘kAMEMCAN WATER

Table 3: RACI Diagram

The RACI diagram in the table below outlines roles and responsibilities associated with the different activities
discussed in this policy.

R = Responsible: person who performs an activity or does the work
A = Accountable: person who is ultimately accountable and has Yes/No/Veto
C = Consulted: person who needs feedback and contributes to the activity

| = Informed: person who needs to know of the decision or action

©T W
c 12)
= 2 % _ =F
&'6 So5 @ 2 o 8
> C S caoc [0} o ©
wn O L ©OD | <
Policy Management A R C, I C, I C, I
Requesting a good or service C, 1 A R C
Sourcing a good or service R, C AR, C C
Sole Source Justification C, 1 A R
Procurement Strategies A* R, C A* R, C
Contract Negotiations and A* R, C A* R, C R, C
Execution
Payments to Suppliers C R A
Supplier Master Data A R | C, I
Supplier Performance A* R, C, 1 | A* R,C,I C C
Feedback and Management
Submitting a Purchase C, 1 A R
Request
Supplier Engagement and R, C AR, C

Development in the
Procurement Process

Ethical Sourcing in the R, C AR, C
Procurement Process

Federal Acts and Buy America R, C AR, C
in the Procurement Process

A* = Functional and Operating Units are accountable in cases where the event is at the subsidiary level. Supply
Chain is accountable in cases where the event is at the national level.
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THIS IS THE PUBLIC
VERSION.

CONFIDENTIAL
ATTACHMENT(S) HAVE
BEEN OMMITTED.

Contact below to request access
Demetrio A. Marquez
Manager, Paralegal
California-American Water Company
550 California Street, Suite 650
San Francisco, CA 94104
Phone: (415) 293-3027
Email: demetrio.marquez@amwater.com



