
SEASIDE GROUNDWATER BASIN WATERMASTER 

NOTICE 
BUDGET AND FINANCE COMMITTEE 

MEETING, JANUARY 25, 2012 
3:00 PM CITY OF SAND CITY—COUNCIL CHAMBER 

           AGENDA 

The next Watermaster Budget and Finance Committee meeting 
will be held on Wednesday, January 25 at 3:00 PM at the City of 
Sand City—City Council Chambers 

The public may comment on any item within the committee’s 
jurisdiction. Please limit comments to three minutes in length. 

Action Item:  

1. Discuss/Consider Recommendation to the Watermaster 
Board regarding California American Water’s Request to 
Allow a Credit for actual expenditures incurred in calendar 
year 2009 for pursuing the Coastal Water Project amounting 
to $5,425,799 to be used to offset the Watermaster Year 
2010/2011 Overproduction Replenishment Assessment. 
 

2. Discuss/Consider Recommendation to the Watermaster 
Board regarding the Memorandum of Understanding (MOU) 
Between the Monterey Peninsula Water Management 
District, The Marina Coast Water District, the City of 
Seaside and the Seaside Groundwater Basin Watermaster 
Regarding Water Used for Irrigation of Golf Courses. 

 
If requested, the agenda and documents in the agenda packet 
shall be made available in appropriate alternative formats to 
persons with a disability, as required by Section 202 of the 
Americans with Disabilities Act of 1990 (42 U.S.C. Sec. 12132), 
and the federal rules and regulations adopted in implementation 
thereof. 

Committee Members 

City of Seaside 
Ray Corpuz - Chair 

California American Water  
 

City of Sand City  
Steve Matarazzo 

Coastal Subarea Landowners  
Director Paul Bruno  
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Below is the transmittal that is planned to be presented to the Board at the 2/1/12 meeting: 
 

ITEM X.C. Calendar Year 2012 
2/1/2012 

SEASIDE GROUNDWATER BASIN WATERMASTER 

TO:  Board of Directors 

FROM:  Laura Dadiw, Staff 
   Approved by: Dewey D Evans, CEO 

DATE:  February 1, 2012 

SUBJECT:  California American Water Request for Credit against Replenishment Assessment 
 
 

RECOMMENDATIONS: 
The Watermaster Budget & Finance Committee recommends approving California American Water’s 
request to allow a credit for actual expenditures incurred in calendar year 2009 for pursuing the Coastal 
Water Project amounting to $5,425,799 to be used to offset the Watermaster Year 2010/2011 Over-
production Replenishment Assessment. 
 
DISCUSSION: 
In January of 2009, California American Water and the Seaside Basin Watermaster (Watermaster) entered 
into a Memorandum of Understanding (MOU) in order to establish a process for implementing Section 
III.M.1.d of the Amended Decision. This Section authorizes California American Water to receive 
Replenishment Credits for water supply augmentation expenditures it contends has or will result in 
replenishment of the Basin.  
 
In summary, the MOU provides that a claim for Replenishment Credits provided by California American 
Water shall be based upon expenditures for a water supply augmentation project that California American 
Water contends has or will result in Basin replenishment. The MOU further provides that the Watermaster 
shall grant California American Water’s requests for Replenishment Credits for years in which the 
Watermaster declares that water for Artificial Replenishment is not available. The granting of the request 
is subject to California American Water’s obligation to provide future Artificial Replenishment in an 
amount equal to the number of acre feet of Over-production for which California American Water 
receives Replenishment Credits. A copy of the MOU is attached. 
 
California American Water has timely submitted its request for Replenishment Credits for Water Year 
2011 which includes a detailed list of expenditures for a water supply augmentation project California 
American Water contends will result in replenishment of the Basin. The expenditures requested were 
approved by the California Public Utilities Commission (PUC) as reasonably incurred. A copy of 
California American Water’s request, including the decision of the PUC approving the expenditures, is 
attached.  
 
Additionally, the Watermaster declared in December 2010 that water for Artificial Replenishment was not 
available for Water Year 2011.  
 
California American Water representatives will be available at the January 25, 2012 Budget & Finance 
meeting to address any questions the committee may have regarding the request for Replenishment Credits. 
 
ATTACHMENT: CAW Request for Credit Correspondence with expense listing and PUC approval. 
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ALJ/ANG/avs  Date of Issuance 3/16/2011 
   
 
Decision 11-03-008 March 10, 2011 
 
BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

 
In the Matter of the Application of 
California-American Water Company (U210W) 
for an Order Authorizing the Transfer of Costs 
Incurred in 2009 for Its Long-Term Water Supply 
Solution for the Monterey District to Its Special 
Request 1 Surcharge Balancing Account. 
 

 
 

Application 10-04-004 
(Filed April 1, 2010) 

 
 

DECISION APPROVING SETTLEMENT AGREEMENT 
 
1.  Summary 

By today’s decision, we approve a Settlement Agreement entered into by 

the California-American Water Company (Cal-Am) and the Division of 

Ratepayer Advocates.  We find that the Settlement Agreement is reasonable in 

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

consistent with the requirements of Rule 12.1(d) of the Commission’s Rules of 

Practice and Procedure. 

Our approval of the Settlement Agreement authorizes Cal-Am to recover 

$5,425,799.87 for all Coastal Water Project costs incurred through 

December 31, 2009.  This amount reflects disallowances totaling $6,421.  Cal-Am 

will recover these costs from ratepayers through the Special Request 1 Surcharge 

Balancing Account authorized in Decision (D.) 06-12-040. The Settlement 

Agreement adopted today does not affect Cal-Am’s ability to recover 

preconstruction costs incurred after December 31, 2009 and tracked in the 

memorandum account approved in D.03-09-022. 
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2.  Background 

Decision (D.) 03-09-022 authorized California-American Water Company 

(Cal-Am) to establish a memorandum account to record costs associated with 

preliminary engineering studies, environmental studies, analysis of necessary 

permitting requirements, and development of cost estimates for the Coastal 

Water Project.  D.06-12-040 authorized the Special Request 1 Surcharge Balancing 

Account to allow recovery of prudently incurred preconstruction costs. 

On April 1, 2010, Cal-Am filed Application (A.) 10-04-004 requesting 

authorization to transfer a total of $5,432,220.87 in preconstruction costs for the 

Coastal Water Project that have been tracked in the authorized memorandum 

accounts to its Special Request 1 Surcharge Balancing Account for recovery from 

its ratepayers.  On October 29, 2010, the Division of Ratepayer Advocates (DRA) 

served its Audit Report on California American Water Company’s Coastal Water 

Project 2009 Preconstruction Costs, recommending that Cal-Am’s request be 

reduced by $6,421 in total employee relocation expense and by $316,228 in 

legal fees that DRA contends were not justified with sufficient evidence.  Cal-Am 

served its rebuttal testimony on November 19, 2010.  Settlement negotiations 

ensued in December and the parties filed a motion for approval of the instant 

Settlement Agreement on January 12, 2011.  The Administrative Law Judge (ALJ) 

received the exhibits into the record by ruling issued on February 1, 2011. 

The instant application is related to A.04-09-019, the Coastal Water Project.  

In A.04-09-019, Cal-Am applied for a certificate of public convenience and 

necessity (CPCN) to construct and operate a desalination plant and associated 

facilities proposed to address long-term water supply problems on the 

Monterey Peninsula.  As the Commission recently discussed in D.10-12-016, the 

water supply deficit on the Monterey Peninsula is long-standing.  Cal-Am has 
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been subject to an order by the State Water Resources Control Board (SWRCB) 

since 1995 to cease diverting water from the Carmel River and to find an 

alternative supply of 10,730 acre-feet per year (afy) of water.1  In 2006, the 

Monterey County Superior Court established physical limitations to various 

users’ water allocations to reduce the drawdown of the Seaside Basin aquifer and 

to prevent additional seawater intrusion.  Cal-Am’s allocation from the Seaside 

Basin will be reduced over time.  Also, in 2006, the Monterey Peninsula Water 

Management District updated the total demand in Cal-Am’s service territory.  

The replacement water supply required to meet the updated demand is 

12,500 afy, as further discussed in D.10-12-016.  On October 20, 2009, the SWRCB 

issued Order WR 2009-0060, a Cease and Desist Order that requires Cal-Am to 

take additional measures to reduce its diversions from the Carmel River and to 

terminate all such diversions no later than December 31, 2016.  The proposed 

project and the alternatives studied in the Final Environmental Impact Report 

(FEIR) are known as the Coastal Water Project.  The Commission certified the 

FEIR in D.09-12-017.  By D.10-12-016, the Commission approved a Settlement 

Agreement and Water Purchase Agreement related to the Regional Desalination 

Project which resolves Phase 2 of A.04-09-019.  D.10-12-016 also issued a CPCN 

for the Cal-Am facilities related to the Regional Project.2 

                                              
1  Order WR 95-10. 
2  On January 3, 2011, DRA timely filed an application for rehearing of D.10-12-016, and 
Cal-Am, the Marina Coast Water District, and the Monterey County Water Resources 
Agency timely filed a response on January 18, 2011.  This decision in no way prejudges 
the Commission’s determinations in that application for rehearing. 
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3.  Settlement Agreement 

The Settling Parties agree on all of the disputed issues in the Application 

including: 

1. Settling Parties agree that the Commission should 
authorize Cal-Am to transfer $5,425,799.87 in 
preconstruction costs incurred for the Coastal Water 
Project for services rendered through 2009 to the Special 
Request 1 Surcharge Balancing Account. 

2. Settling Parties agree that Cal-Am’s total request for 
recovery should be reduced by $6,421.  This is a reasonable 
adjustment because one of the employees for whom certain 
relocation expenses were incurred spent 85.6% of his time 
on the Coastal Water Project in 2009. 

3. Settling Parties agree that for future applications for 
transfer of preconstruction costs to the Special Request 1 
Surcharge Balancing Account, Cal-Am will provide DRA 
with copies of legal invoices for which Cal-Am is seeking 
recovery.  These invoices will be provided as confidential 
work papers and do not constitute a waiver of any 
privilege.  DRA will appropriately protect the confidential 
material and will evaluate the invoices solely for the 
purpose of considering the reasonableness of legal costs for 
which the invoices are provided.  DRA will return or 
destroy all invoices and copies, including electronic copies, 
at the conclusion of each proceeding.  Any redaction will 
be limited to entries reflecting legal strategy and attorney-
client communications. 

4.  The Settlement Agreement is in the Public Interest, 
Consistent with the Law and Reasonable in Light 
of the Whole Record 

The Settlement Agreement was reached after DRA conducted a thorough 

review and audit of the 2009 preconstruction costs.  The agreement represents a 

reasonable resolution of the relatively narrow dispute between Cal-Am and DRA 

regarding the Coastal Water Project preconstruction costs.  DRA reviewed the 
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documents reflecting Cal-Am’s 2009 costs and found most of them to be 

reasonable, and the parties have now agreed upon a reasonable process 

regarding substantiation of legal expenditures. 

We concur that the agreed-upon 2009 preconstruction costs were 

reasonably and properly incurred in the pursuit of a long-term water supply 

solution on the Monterey Peninsula.  We find that the Settlement Agreement also 

complies with our prior decisions addressing the Coastal Water Project 

preconstruction costs.  As stated in D.10-08-008, Cal-Am ratepayers are 

responsible for preconstruction costs of $18.15 million incurred in 2006 through 

2008.  With the approval granted in today’s decision, Cal-Am ratepayers will be 

paying for a total of $23.58 million in preconstruction costs incurred from 2006 

through 2009.  While there was a great deal of activity in Phase 2 of A.04-09-019 

in 2010, we would expect that certain preconstruction costs would be reduced in 

2011 and future years.  In these future applications, Cal-Am should carefully 

demonstrate and substantiate the need for additional ongoing preconstruction 

costs. 

The proposed Settlement Agreement is in the public interest both because 

the agreed-upon costs are reasonable and because it will avoid potentially costly 

litigation.  It is certainly preferable that parties develop their own mutually-

agreeable solution regarding the relatively minor disputed amounts.  There is no 

need for the Commission or the parties to invest further time and resources in 

litigation.  For all of the foregoing reasons, we grant the Settling Parties’ Motion 

and adopt the Settlement Agreement as proposed. 

5.  Categorization and Need for Hearings 

In Resolution ALJ 176-3251 dated April 8, 2010, the Commission 

preliminary categorized this application as Ratesetting and preliminarily 



A.10-04-004  ALJ/ANG/avs       
 
 

- 6 - 

determined that hearings were necessary. Given the uncontested Settlement 

Agreement, a public hearing is not necessary. 

6.  Comments on Proposed Decision 

As a result of the Settlement Agreement, this matter is uncontested. 

Pursuant to Pub. Util. Code § 311(g)(2) and Rule 14.6(c)(2), comments on the 

proposed decision of the ALJ are waived. 

7.  Assignment of Proceeding 

Michael R. Peevey is the assigned Commissioner and Angela K. Minkin is 

the assigned ALJ in this proceeding. 

Findings of Fact 

1. As detailed in the Settlement Agreement, we find that Cal-Am should be 

allowed to recover $5,425,799.87 in 2009 preconstruction costs, and this amount 

constitutes the entirety of Cal-Am’s preconstruction costs incurred for services 

rendered through December 31, 2009, for which recovery has not been 

previously authorized. 

2. $5,425,799.87 should be transferred from the Coastal Water Project 

Memorandum Account to the Special Request 1 Surcharge Balancing Account for 

recovery from Cal-Am’s ratepayers. 

3. Cal-Am’s ratepayers have been responsible for $18.15 million in 

preconstruction costs incurred from 2006 through 2008.  As a result of today’s 

decision, ratepayers are now responsible for an additional $5.43 million in 

preconstruction costs incurred in 2009, for a total of $23.58 million. 

Conclusions of Law 

1. The Settlement Agreement between Cal-Am and DRA is reasonable in light 

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

should be approved. 
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2. This decision should be effective today so that the Settlement Agreement 

may be implemented expeditiously. 

3. A.10-04-004 should be closed. 

O R D E R  
 

Therefore, IT IS ORDERED that: 

1. The Settlement Agreement between California-American Water Company 

and the Division of Ratepayer Advocates is approved without modification. 

2. California-American Water Company is authorized to transfer 

$5,425,799.87 of costs incurred for the Coastal Water Project for services rendered 

through December 31, 2009 from the Coastal Water Project Memorandum 

Account to the Special Request 1 Surcharge Balancing Account. 

3. Hearings are no longer necessary. 

4. Application 10-04-004 is closed. 

This order is effective today. 

Dated March 10, 2011, at San Francisco, California. 

 

MICHAEL R. PEEVEY 
                             President 

TIMOTHY ALAN SIMON 
MICHEL PETER FLORIO 
CATHERINE J.K. SANDOVAL 

                 Commissioners 
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ITEM IX.B. 
2/1/2012 

SEASIDE GROUNDWATER BASIN WATERMASTER 

 

TO:   Board of Directors 

FROM:  Laura Dadiw, Staff 
   Approved by: Dewey D Evans, CEO 

DATE:  February 1, 2012 

SUBJECT:  Four-party Memorandum of Understanding (“MOU”) Regarding 68.8 Acre-feet of  
Non-native Water Injected Into the Seaside Groundwater Basin 

 
 
 

 
RECOMMENDATIONS: 
The Watermaster Budget / Finance Committee recommends approving the MOU between the 
Monterey Peninsula Water Management District, the Marina Coast Water District, the City of 
Seaside, and the Seaside Basin Watermaster regarding water used for irrigation of golf courses. 
 
DISCUSSION: 
From January 8 through January 21, 2009, Marina Coast Water District (MCWD) provided 68.8 
acre-feet (AF) of groundwater from its wells in the Salinas Groundwater Basin to Monterey 
Peninsula Water Management District (MPWMD) for well injection testing of its Phase 1 ASR 
Project. The “loan” of the water was agreed to by MPWMD, MCWD and Monterey County Water 
Resources Agency in a Coordination Agreement dated March 19, 2008. MPWMD is now required 
to return the “loaned” water to MCWD. 
 
Per the terms of the proposed four-party MOU, the right to return of the 68.8 AF of water loaned to 
MPWMD by MCWD for ASR injection and storage testing in January of 2009 would be assigned 
to the City of Seaside. Watermaster would treat the assignment as a delivery by MCWD to the City 
of 68.8 AF of imported water form MCWD’s Salinas Groundwater Basin for the City’s Golf 
course irrigation in Water Year 2010 as part of the In Lieu Replenishment Program. The 
assignment would allow the City of Seaside to receive a credit against Replenishment Assessment 
from Watermaster in the amount of 68.8 AF x $2,780 = $191,264 for Water Year 2010. 
 
ATTACHMENT: 
Four-party Memorandum of Understanding 
Letter of explanation of loan repayment via MOU to James Heitzman (MCWD) from Darby Fuerst 
(MPWMD) dated May 9, 2011 
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