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lan C. Crooks

Vice President, Engineering
655 West Broadway, Suite 1410
San Diego, CA 92101

October 5, 2022 P: 619-446-4786

E: ian.crooks@amwater.com
VIA EMAIL www.amwater.com
Mr. Tom Luster

Cdlifornia Coastal Commission
Energy and Ocean Resources Unit
445 Market Street, Suite 300

San Francisco, CA 94101

Re: Monterey Peninsula Water Supply Project, CDP Application No. 9-20-0603 &
Appeal No. A-3-MRA-19-0034: Potential Slant Well Network Phasing

Dear Tom:

Based on our ongoing outreach to members of the Monterey Peninsula Community, as
well as our discussions with Coastal Commission staff, California American Water Company
(“CaAm”) is proposing to amend its proposal for the Monterey Peninsula Water Supply Project
(“MPWSP’) to phase the MPWSFP' s slant well network on the CEMEX site. Specifically,
CaAm is proposing to build a slant well network that supplies source water to support an initial
desalination plant production capacity of 4.8 million gallons of water per day (“mgd”), with the
ability to add slant well infrastructure in the future as needed to support increasing the MPWSP's
capacity up to 6.4 mgd. This phased approach, as detailed in Exhibit A, would give CalAm
sufficient additional water suppliesto meet its expected water needs by 2030, while maintaining
the flexibility CalAm needs to add additional production wells when additional water supplies
arerequired in the future. Assummarized below, a phased approach would provide several
benefits that would further applicable Coastal Act and MarinaLocal Coastal Program (“LCP”)
policies, as well as reduce the MPWSP s potential environmental impacts on the CEMEX site.
We hope that this proposal will assist Commission staff in its ongoing evaluation of the MPWSP.

Environmentally Sensitive Habitat Areas. A 4.8 mgd desalination facility would require
only four new slant wells, plus the existing slant well, on the CEMEX site — two fewer wells than
the currently proposed 6.4 mgd facility. Asaresult, CalAm only would need to construct two
new well pads, with two slant wells on each pad. Thiswould reduce the MPWSP' s potential
impacts to ESHA on the CEMEX site from construction of the well pads by approximately 50
percent. Nevertheless, CalAm is committed to mitigating for potential ESHA impacts that would
be caused by construction of the entire 6.4 mgd MPWSP upfront, as part of the first phase of the
MPWSP, to ensure consistency with Coastal Act Section 30240 and Marina s LCP. In addition,
the proposed reduction of slant wells allows CalAm to eliminate the use of the southern loop
access road to further reduce impactsto ESHA. CalAm isin the process of preparing an updated
site plan reflecting the proposed changes, which we plan to provide to staff in the coming days.

Th 7a & 8a -- Exhibit 4



Environmental Justice and Public Access. The reduced MPWSP footprint on the
CEMEX site responds to public input requesting a smaller facility, and would benefit Marina
residents and promote Marina s L CP policies aimed ensuring that new development considers
beach access where compatible. Less permanent above-ground infrastructure would be required
and built within Marina. In addition, the construction of fewer wells would reduce construction
activities and the duration of construction, which would reduce associated impacts in Marina.

Groundwater. A 4.8 mgd facility will use approximately 25 percent less source water,
which reduces the MPWSP' s potential impacts to groundwater resources and nearby wetlands
and vernal ponds consistent with Coastal Act Section 30231. Further, CalAm proposes to extend
the length of the four new slant wells to approximately 1,000 feet long or longer in order to
extend the wells further under the seafloor.

Sea Level Rise. A phased approach provides Ca Am and Commission staff the
opportunity to assess and adapt to changing sea levels and other coastal hazards. While CaAm
maintains that the current slant well network location would be resilient to sea level rise and
coastal hazards during the well network’s economic life, consistent with Coastal Act Section
30253, CalAm and staff would have the benefit of more current science on sealevel rise when
considering the second MPWSP phase.

Need. CalAm and others recently have submitted testimony to the California Public
Utilities Commission (“CPUC”) concerning updated supply and demand analysesin CalAm’'s
Monterey service territory, but the CPUC is not expected to consider that testimony until 2023.
While CalAm’ s analysis demonstrates the need for the full 6.4 mgd MPWSP by 2050, CaAm
acknowledges there is disagreement among various constituents about when the MPWSP's
supplieswill be needed. A phased approach helps address such concerns and uncertainty,
ensuring that some additional desalinated water supplies will be made available in the near term
to provide reliability and help lift the moratorium on new water service connections and enable
the development of needed affordable housing and other uses.

We appreciate staff’ s consideration of the MPWSP and the opportunity to update you
with CalAm'’ s proposal for a phased MPWSP. Please do not hesitate to contact us should you
have any questions.

Sincerely,

lan Crooks
California American Water Company

Attachment

cC: Kate Huckelbridge, California Coastal Commission
Kathryn Horning, California-American Water Company
DJMoore, Latham & WatkinsLLP
Winston Stromberg, Latham & Watkins LLP
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Proposed Slant Well Network Phasing for the Monterey Peninsula Water Supply Project

Proposal: Construct a slant well network on the CEMEX site that supports an initial production
capacity for the MPWSP of 4.8 million gallons per day (mgd), with the ability to construct
additional slant well infrastructure in the future to support increasing in production capacity up to
6.4 mgd.

e Need for Desalination: Based on CalAm’s 2020 Urban Water Management Plan, CalAm
would need 4,900 acre-feet a year (afy) in the second-year of a multi-year drought by 2030.

o Inalonger drought, CalAm could need well more than 4,900 afy by 2030.

o Balancing uncertainty and considering both normal and drought conditions, CalAm needs
at least 4,000 afy by 2030, which could be provided by a 4.8 mgd plant.

e Required Infrastructure: A 4.8 mgd MPWSP would only require four new slant wells, plus
the existing slant well, for five total wells, on the CEMEX site. The new slant wells are
planned to be approximately 1,000 feet long or more (the existing test slant well is
approximately 700 feet long), and therefore would extend further beneath the seafloor.

o This is two fewer wells than the full 6.4 mgd MPWSP, which requires seven wells.

o Instead of constructing four new well pads on the CEMEX site to host six wells for the
6.4 mgd MPWSP, under this proposal CalAm would construct just two new well pads,
with two slant wells on each pad. This will reduce ESHA impacts from the well pads by
approximately 50%.

0 While the proposed loop access road to the slant wells will be used temporarily during
construction, only a portion of the loop road would be needed for ongoing operations and
Maintenance. Therefore permanent ESHA impacts would be reduced.

0 Omitting two slant wells also would reduce total MPWSP infrastructure costs.

e Thresholds for Second Phase: CalAm would have the ability to seek Coastal Commission
approval to add an additional well or wells to the MPWSP if:

(1) Actual system demand reaches 80% of CalAm’s firm supplies for a two-year period; or

(2) PWM and PWM Expansion fail to deliver the minimum Water Guarantee of 4,600 acre-
feet for a two-year period; or

(3) The CPUC determines that CalAm needs to develop a desalination facility that is larger
than 4.8 mgd.

e Process for Implementing Second Phase:

o0 If one of the Second Phase thresholds is triggered, and it is feasible to add a third well to
an existing well pad based on the operation and configuration of the existing wells, staff



could process a second phase to expand the MPWSP up to a 6.4 mgd facility
administratively, without requiring a CDP amendment, provided that: (i) the Executive
Director confirms that the second phase as proposed is consistent with the terms and
conditions of the issued CDP; and (ii) there are no changed circumstances under the
California Environmental Quality Act (CEQA).

o CalAm would be required to apply for a CDP amendment for the second phase if: (i) a
new well pad is required; or (ii) the Executive Director determines either that the second
phase is not consistent with the terms and conditions of the issued CDP or there are
changed circumstances under CEQA.

Mitigation: CalAm proposes to mitigate for potential ESHA impacts caused by the entire
6.4 mgd MPWSP upfront as part of the first phase of 4.8 mgd.

Impact of California Public Utilities Commission (CPUC) Decision Reducing MPWSP
Scope: The CPUC is currently evaluating updated information on water supply and demand
in CalAm’s Monterey service territory as part of proceeding A-21-11-024. If the CPUC
determines in that proceeding that CalAm needs to develop a desalination facility that is
smaller than 4.8 mgd, CalAm would reduce the number of wells on the CEMEX site as
needed to produce an amount of water consistent with the CPUC’s determination and would
submit those details to the Executive Director for review. If the CPUC determines in that
proceeding that CalAm needs to develop a desalination facility that is smaller than 6.4 mgd
but larger than 4.8 mgd, CalAm may seek to amend the CDP, if necessary, to authorize a
modified second phase.
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Appendix B

Mitigation Measure 4.6-1n of the FEIR/EIS:
Habitat Mitigation and Monitoring Program

Th 7a & 8a -- Exhibit 6



Monterey Peninsula Water Supply Project Habitat Mitigation and Monitoring Plan

Mitigation Measure 4.6-1n applies to the subsurface slant wells, MPWSP Desalination Plant, Source
Water Pipeline and Source Water Pipeline Optional Alignment, New Desalinated Water Pipeline and New
Desalinated Water Pipeline Optional Alignment, Castroville Pipeline and Castroville Pipeline Optional
Alignments, Proposed ASR Facilities (ASR-5 and ASR-6 Wells, ASR Pump-to-Waste Pipeline, ASR
Conveyance Pipeline, and ASR Recirculation Pipeline), New Transmission Main and New Transmission
Main Optional Alignment, Terminal Reservoir, Carmel Valley Pump Station, Ryan Ranch-Bishop
Interconnection Improvements, Main System-Hidden Hills Interconnection Improvements, and staging
areas.

Mitigation Measure 4.6-1n: Habitat Mitigation and Monitoring Plan.

Cal-Am shall develop and submit a Habitat Mitigation and Monitoring Plan (HMMP) to the appropriate
resource agencies (CCC, CDFW, CCRWQCB, USACE, USFWS, and local agencies that require a habitat
mitigation and monitoring plan) for approval prior to Project construction. The HMMP will be a
comprehensive document that will describe all of restoration and compensatory mitigation requirements,
including the required performance standards, identified in

e Mitigation Measure 4.6-1d: Protective Measures for Western Snowy Plover,

e Mitigation Measure 4.6-1e: Avoidance and Minimization Measures for Special-Status Plants,

e Mitigation Measure 4.6-1f: Avoidance and Minimization Measures for Smith’s Blue Butterfly,

e Mitigation Measure 4.6-1h: Avoidance and Minimization Measures for Western Burrowing Owl,

e Mitigation Measure 4.6-1m: Avoidance and Minimization Measures for Native Stands of Monterey
Pine,

e Mitigation Measure 4.6-10: Avoidance and Minimization Measures for California Red-legged Frog
and California Tiger Salamander, and

e Mitigation Measure 4.6-2b: Avoid, Minimize, and Compensate for Construction Impacts to
Sensitive Communities and Environmentally Sensitive Habitat Areas.

The HMMP shall be implemented at all areas where special-status species habitat or sensitive natural
communities will be restored, created, or enhanced to mitigate for Project impacts either prior to,
concurrently with, or following Project construction, as specified in the HMMP. The HMMP shall outline
measures to be implemented to, depending on the mitigation requirements, restore, improve, or re-
establish special-status species habitat, sensitive natural communities, and critical habitat on the site, and
shall include the following elements:

1. Name and contact information for the property owner of the land on which the mitigation will
take place

Identification of the water source for supplemental irrigation
Identification of depth to groundwater

Site preparation guidelines to prepare for planting, including coarse and fine grading

a > wN

Plant material procurement, including assessment of risk of introduction of plant pathogens
through use of nursery-grown container stock vs. collection and propagation of site-specific
plant materials, or use of seeds

6. Planting plan outlining species selection, planting locations and spacing, for each vegetation
type to be restored

7. Planting methods, including containers, hydroseed or hydromulch, weed barriers and cages, as
needed

8. Soil amendment recommendations

June 2020 AECOM
B-1



Monterey Peninsula Water Supply Project Habitat Mitigation and Monitoring Plan

10.
11.

12.

13.
14.
15.
16.

17.

June 2020

Irrigation plan, with proposed rates (in gallons per minute), schedule (i.e., recurrence interval),
and seasonal guidelines for watering

Site protection plan to prevent unauthorized access, accidental damage and vandalism

Weeding and other vegetation maintenance tasks and schedule, with specific thresholds for
acceptance of invasive species

Performance standards by which successful completion of mitigation can be assessed in
comparison to a relevant baseline or reference site, and by which remedial actions will be
triggered; success criteria shall include the minimum performance standards described in
Mitigation Measure 4.6-1d: Protective Measures for Western Snowy Plover, Mitigation Measure
4.6-1e: Avoidance and Minimization Measures for Special-Status Plants, Mitigation Measure
4.6-1f: Avoidance and Minimization Measures for Smith’s Blue Butterfly, Mitigation Measure 4.6-
1h: Avoidance and Minimization Measures for Western Burrowing Owl, Mitigation Measure 4.6-
1m: Avoidance and Minimization Measures for Native Stands of Monterey Pine, Mitigation
Measure 4.6-10: Avoidance and Minimization Measures for California Red-legged Frog and
California Tiger Salamander and Mitigation Measure 4.6-2b: Avoid, Minimize, and Compensate
for Construction Impacts to Sensitive Communities and Environmentally Sensitive Habitat
Areas.

Monitoring methods and schedule
Reporting requirements and schedule
Adaptive management and corrective actions to achieve the established success criteria

Educational outreach program to inform operations and maintenance departments of local land
management and utility agencies of the mitigation purpose of restored areas to prevent
accidental damages

Description of any other compensatory mitigation in the form of land purchase, establishment of
conservation easements or deed restrictions, contribution of funds in lieu of active restoration, or
purchase of mitigation bank credits, or other means by which the mitigation site will be
preserved in perpetuity.

AECOM
B-2
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Source: CalEnviroScreen 4.0 Housing-Burdened Indicator. Higher numbers
reflect higher burden.
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lan C. Crooks

Vice President, Engineering
655 West Broadway, Suite 1410
San Diego, CA 92101

October 17, 2022 P: 619-446-4786
E: ian.crooks@amwater.com
VIA EMAIL www.amwater.com

Mr. Tom Luster

California Coastal Commission
Energy and Ocean Resources Unit
445 Market Street, Suite 300

San Francisco, CA 94101

Re: Monterey Peninsula Water Supply Project, CDP Application No. 9-20-0603 &
Appeal No. A-3-MRA-19-0034: Proposed Contribution for Public Improvements
in the City of Marina

Dear Tom:

We are writing to provide Coastal Commission staff with an update on California
American Water’s Monterey Peninsula Water Supply Project (MPWSP) based on input from the
community received over the last several months. As you know, California American Water
proposes to construct and operate slant wells on the former CEMEX industrial mining site
located within the City of Marina, California. While the California Public Utilities Commission
identified the CEMEX site as the least environmentally impactful location for the slant wells
following its six-year environmental review process, California American Water recognizes that
Marina residents may be burdened by potential impacts due to the construction and operation of
the slant wells within city limits. We also acknowledge that the City currently will not receive
any desalinated water from the MPWSP. Although physical impacts to the environment from
the slant wells will be mitigated to the maximum extent feasible, California American Water also
understands that the presence of the slant wells within the City of Marina must properly be
considered in light of the Commission’s Environmental Justice Policy.! To that end, California
American Water has engaged with the community to learn what improvements within the City of
Marina are desired by City residents. Having received input from the community, California
American now proposes a contribution of $1 million to be used for public improvements within
the City, as described in more detail below.

! The Commission’s Environmental Justice Policy states:

The Commission will use its legal authority to ensure equitable access to clean, healthy, and accessible
coastal environments for communities that have been disproportionately overburdened by pollution or with
natural resources that have been subjected to permanent damage for the benefit of wealthier communities.
Coastal development should be inclusive for all who work, live, and recreate on California’s coast and
provide equitable benefits for communities that have historically been excluded, marginalized, or harmed

by coastal development. Th 7a & 8a _ Exh|b|t 10



California American Water has previously attempted to engage in meaningful dialogue
with the City of Marina concerning potential benefits to the City and its residents. In late 2020
and early 2021, we reached out to City officials and offered a variety of benefits, including a
franchise or similar agreement with the City to provide funding for City needs, funding for
Western Snowy Plover protections, enhanced fire flows and potable water supplies, and options
for MPWSP participation through ownership of one or more source water wells or portions of
desalination facilities. To date, City officials have declined these proposals.?

Nevertheless, in the past several months California American Water has reached out to
the community directly, conducting multiple workshops with Spanish translation available at
locations convenient to City residents, presentations to interested groups, and information stands
at the local farmers market on successive weekends to talk to City residents about the MPWSP
and to learn about desired improvements that could benefit the City. California American Water
has also asked workshop attendees to complete a survey to provide their thoughts and
suggestions on the types of benefits they would like to see. The survey was also distributed to
those who have provided California American Water with their contact information. Two
priorities that were frequently raised during our discussions with City residents and on the survey
responses are (1) coastal access and facilities, and (2) park improvements. While California
American Water is unable to provide a new supply of desalinated water to Marina residents
without the City’s participation, we are willing to contribute funding to ensure equitable access
to clean, healthy, and accessible coastal environments.

California American Water therefore proposes, as part of the MPWSP, that $1 million in
funding be provided, to be used for improving public access, public facilities and recreational
opportunities, and restoration within the City. Further community engagement would be
conducted by a third party to identify precisely how the community would like to see funds used.
The funds would be provided to a state or local entity to hold and oversee distribution to ensure
that the community’s voice is heard. California American Water would like to work with
Commission staff to develop a public outreach process that would be implemented to identify the
community benefits to be funded. We also would like to work with staff to define the process by
which the funds are distributed to ensure the community benefits ultimately identified through
this outreach process receive appropriate funding.

One possible location where these funds could be used to make the types of
improvements identified so far through California American Water’s outreach efforts is the
Marina Dunes Preserve, located in the City of Marina just south of the CEMEX site. The
Monterey Peninsula Regional Park District (the “Regional Park District”) purchased the site, an
abandoned former sand mining site with off-road vehicle damage, in 1988 to enhance and protect
public access to the Monterey Bay seashore and restore native vegetation to the site to more
natural habitat conditions. Although the Regional Park District has been slowly restoring the site
since 1990, there is much additional work to be done, and the Regional Park District has
informed California American Water that funding is needed to carry out its intended

2 More recently, on September 19, 2022, California American Water requested a meeting with the City’s
Mayor to further discuss potential benefits to the City from the MPWSP. We have yet to receive a
meaningful response with available dates for a meeting, and our proposals so far have been dismissed.
Nevertheless, California American Water remains open to discussions with City officials.



improvements. Importantly, the Regional Park District also plans community engagement to
further define its activities.

Our proposed contribution would address certain needs identified through our
engagement with the community, and additional outreach is anticipated to further refine how the
funds are spent. While California American Water remains open to discussing other potential
benefits with City of Marina officials, we believe that community input is invaluable in
evaluating how the MPWSP can benefit the City. We appreciate staff’s consideration of the
MPWSP and look forward to working with staff to develop the appropriate process to ensure our
proposed contribution satisfies the community’s needs. Please don’t hesitate to contact us should
you have any questions.

Sincerely,

lan Crooks
California American Water Company

cc: Kate Huckelbridge, California Coastal Commission
Noaki Schwartz, California Coastal Commission
Kathryn Horning, California-American Water Company
DJ Moore, Latham & Watkins LLP
Winston Stromberg, Latham & Watkins LLP



Project Changes and Benefits in Response to Community Concerns: Based on
feedback CalAm has received from the community and ratepayers, CalAm has proposed
several significant changes to the MPWSP, including additional community benefit
proposals.

(0]

In response to community concerns about the MPWSP’s size and the need for the
water it will produce, CalAm has proposed to phase the MPWSP’s development.
Under this proposal, CalAm initially would build a reduced slant well network
that would support a desalinated water production capacity of approximately 4.8
million gallons of water per day (“mgd”) — which would provide about 4,000
acre-feet of water per year — with the ability to add slant well infrastructure in the
future to increase the capacity up to 6.4 mgd. CalAm would not be able to expand
unless certain thresholds that demonstrate a need for additional water have been
satisfied.

In response to community concerns that CalAm needs to provide benefits to
Marina residents since the MPWSP’s slant wells will be located on the CEMEX
site in the City of Marina, and that the project should be restoring coastal
resources and improving coastal access for the community, CalAm has proposed
to dedicate $1 million to be used for public improvements within the City of
Marina. CalAm has proposed to collaborate with Commission staff to develop a
public outreach process to identify the specific community benefits to be funded.
One potential location where these funds could be used is the Marina Dunes
Preserve, just south of the CEMEX site. The Monterey Peninsula Regional Parks
District has been restoring the site, but needs additional funding to carry out the
improvements.

In response to community concerns about the increased cost of water from
desalination, CalAm has proposed seeking CPUC approval of up to seven
different programs that would benefit low-income customers who qualify for
CalAm’s Customer Assistance Program, with the goal of ensuring that desalinated
water does not increase those customers’ water bills. For example, CalAm is
proposing to increase the current discount on those customers’ bills from 30
percent to 50 percent. In addition, CalAm has proposed an additional contribution
of up to $500,000 to the United Way Monterey’s Hardship Benefit Program,
which uses those funds to pay the water bills of low income customers who have
received water shut-off notices.

Principle No. 3 — Coastal Access.

Phased Project Design: Under the phased project design, the MPWSP’s slant wells and
access road would occupy an even smaller area — less than 2 acres on the 400+ acre
CEMEX site, thereby reducing potential impacts to coastal access.

Public Access Plan: CalAm has proposed a Public Access Plan that is designed to
provide new opportunities for public access across the CEMEX site’s dunes and to the
beach, where there currently is no access. Proposed improvements include pedestrian
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pathways and access to the beach, overlook and rest areas, wayfinding and interpretive
signage, and other amenities located primarily on CalAm’s existing easement area.

Principle No. 4 — Housing.

The new water supply the MPWSP will provide is necessary to lift the current
moratorium on new water connections that has been in place since 2009.

With the moratorium lifted, water from the MPWSP will enable the development of
needed affordable housing identified under the Regional Housing Needs Assessment
(RHNA). New affordable housing on the Peninsula would reduce housing pressures in
Salinas and other areas of concern and would reduce traffic from workers who must
travel through the region to reach Peninsula jobs.

Principle No. 5 — Local Government Engagement.

Cal-Am has continued to work with local governmental agencies throughout the MPWSP
permitting process. CalAm has presented the MPWSP to multiple local governments —
including the Marina City Council, Sand City City Council, Pacific Grove City Council,
and Seaside City Council. CalAm also plans to present to the Salinas Valley
Groundwater Basin Groundwater Sustainability Agency on October 26.

o In addition, the City of Marina considered the MPWSP at a multi-hour public
hearing before the City’s Planning Commission on February 14, 2019. The
MPWSP also was considered and approved by the Monterey County Board of
Supervisors.

Separately, CalAm has had multiple meetings with the City of Marina Mayor and certain
City Councilmembers to discuss their concerns and see if there is a mutually agreeable
path forward. City officials have rejected CalAm’s offers to make various enhancements
or modifications to the MPWSP. Although the City has been unwilling to collaborate
with CalAm, CalAm remains open to discussing these potential benefits, which include:

o0 A franchise agreement or similar agreement with Marina, subject to state laws, in
which CalAm would make annual payments to Marina based on a to-be-agreed-
upon formula, such as revenue generated by MPWSP assets located within City
limits.

o0 Enhancements to existing mitigations by providing long-term funding to Point
Blue to monitor, protect, and provide expert guidance on the Western Snowy
Plover, along with funding for long-term preservation.

o Enhanced fire flows to Marina via either standalone fire hydrants or emergency
inter-ties along the transmission water main that is located within City limits.

o Potential optioning or selling to Marina one or more source water wells and/or
desalination treatment trains.
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o Providing source water or portable water to Marina on an emergency, short-term,
or long-term basis.

Principle No. 6 — Participation in the Process.

e CalAm has made every effort to make public notice of community workshops available
in both English and Spanish through a variety of media and provides Spanish translation
services at every workshop. CalAm publicized these workshops via newspaper ads in the
three largest local newspapers, bilingual radio ads, bilingual flyers, bilingual social
media, and bilingual email blasts — copies of which have been provided to Commission
staff. CalAm also has translated its Community Questions and Responses document into
Spanish, Vietnamese, and Korean.

e Additionally, CalAm has held workshops in a number of different cities and at various
locations to minimize community members’ travel and to accommodate differing
schedules.

e Further, CalAm has used online surveys, sent out emails and physical mailers, and
directly contacted community organizations via phone and email to increase public
participation and input.

Principle No. 7 — Accountability and Transparency.

e CalAm understands that staff has had questions about the MPWSP’s impacts on
communities of concern, particularly the Cities of Marina and Seaside. CalAm has
engaged those communities and others, such as the underserved community of
Castroville, to hear the communities’ concerns and find ways to enhance the MPWSP in
response, as described above.

e CalAm has provided staff with weekly updates on its outreach efforts, including copies of
outreach materials.

o Finally, as part of its Outreach and Engagement Plan, CalAm has proposed post-
operational community outreach to ensure the public can remain engaged and informed
about project operations and address groundwater concerns.

Principle No. 8 — Climate Change.

e The MPWSP will ensure that the Monterey Peninsula will have access to sufficient and
reliable water sources even during droughts precipitated by climate change. Although
CalAm is committed to purchasing recycled water from the Pure Water Monterey project
and its expansion, there are concerns about the vulnerability of the Pure Water
Monterey’s source waters to climate change and prolonged droughts. Further, the
Seaside Groundwater Basin is at risk of seawater intrusion that could be exacerbated by
inland groundwater pumping during droughts. Thus, the MPWSP is needed to provide a
reliable, drought-proof water supply for the region.
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CalAm has extensively reviewed the Commission’s sea level rise guidance and evaluated
the effects of the most extreme sea level rise scenarios on the MPWSP. Expert technical
analyses submitted to Commission staff demonstrate that even under the worst case
scenario, the MPWSP will not be impacted by sea level rise or coastal hazards through
2120 for the new slant wells and 2060 for the existing test slant well. Nonetheless,
CalAm has proposed a 25-year permit duration and agreed to reassess sea level rise and
coastal hazards at the CEMEX site prior to permit expiration as part of a permit
amendment application.

Principle No. 9 — Habitat and Public Health.

Habitat Creation and Restoration: The CPUC extensively reviewed the MPWSP’s
potential impacts to coastal resources and ecosystems and ultimately determined that the
MPWSP would not result in a substantial negative physical impact to terrestrial
biological resources with the implementation of mitigation. Nonetheless, CalAm is
committed to preserving and enhancing Marina’s coastal resources and has proposed to
create new dune habitats and restore existing habitat throughout the Peninsula.

o0 Dune Creation: CalAm has proposed to provide approximately 2.25 acres of
dune creation as mitigation for areas where the MPWSP has permanent
development located in Coastal Dune (e.g., the MPWSP’s slant well pads and
access road). CalAm has identified a number of options — including in Sand City,
a community of concern — that would be feasible to create 2.25 acres of dune
habitat.

0 Habitat Restoration: In addition to dune creation, CalAm would fully mitigate
for the MPWSP’s impacts to ESHA at a 1.5:1 ratio for long-term temporary
impacts and a 3:1 ratio for substantial restoration of permanent impacts, consistent
with established Coastal Commission precedent. Maximum potential substantial
restoration would be up to approximately 95 acres, which includes the restoration
that would occur along the MPWSP’s pipeline route. CalAm has proposed a
number of feasible sites in the region where restoration activities could occur,
including on the CEMEX site in Marina

Minimal Marine Life Impacts: CalAm proposes to subsurface intake slant wells to
withdraw seawater from beneath the seafloor. The State Water Resources Control Board
has identified subsurface intake technology as the preferred technology for desalination
facilities because it minimizes potential impacts to marine life.

Benefits to the Carmel River: The MPWSP would allow CalAm to reduce its reliance
on the Carmel River and ensure that CalAm has a diverse portfolio of non-River water
supplies in the event other water supply sources fall short. Further, reduced withdrawals
from the Carmel River would allow more water to remain in the River, providing
substantial benefits to threatened species and their critical habitat, as well as numerous
other species and the river watershed as a whole.
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e Discounted Water to Castroville: The MPWSP would benefit the community of
Castroville, an underserved agricultural community in Monterey County whose main
source of drinking water is the underlying groundwater aquifer system that has been
degraded by seawater intrusion. As part of the MPWSP, CalAm would provide potable
water at a discounted rate to Castroville that represents Castroville’s avoided costs to
produce groundwater.

e Seawater Intrusion Prevention: The MPWSP would prevent further seawater intrusion
into the Salinas Valley and Seaside Groundwater Basins because it would intercept and
withdraw seawater that is migrating inland.
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Principle No. 1 — Respecting Tribal Concerns.

e Government-to-Government Consultation: In preparing the MPWSP’s Environmental
Impact Report/Environmental Impact Statement (“EIR/EIS”), the California Public
Utilities Commission (*CPUC”) and Monterey Bay National Marine Sanctuary contacted
the Native American Heritage Commission (“NAHC”) and consulted with NAHC-
identified Native American tribal governments that may be affected by MPWSP. (See,
e.g., EIR/EIS, p. 4.15-18.) Coastal Commission staff similarly conducted tribal outreach
leading up to its release of the August 25, 2020, Staff Report. (2020 Staff Report, p. 27.)

e CalAm Outreach: CalAm also has conducted outreach to and held meetings with Tribal
representatives.

o OnJuly 21, 2022, CalAm invited Tribal representatives to an in-person meeting at
Sand City City Hall, which lasted for over two hours. Meeting attendees, which
included Mary Ann Carbone from the Chumash Tribe, Patrick Orosco from the
Pajaro Valley Ohlone Indian Council and Tom “Little Bear” Nason from the
Esselen Tribe, expressed concern about the health of the Carmel River and asked
questions regarding the MPWSP’s potential environmental impacts. The
attendees expressed their support for the MPWSP because it would (a) help
ensure long-term reduction in CalAm’s withdrawals from the Carmel River and
restoration of its ecosystems; and (b) use slant well technology that would avoid
potential marine life impacts in Monterey Bay. CalAm is currently in the process
of organizing a follow-up meeting with Tribal representatives with the assistance
of Sand City Mayor Mary Ann Carbone.

0 CalAm has been in regular contact with Tom “Little Bear” Nason regarding the
MPWSP, and most recently discussed CalAm’s phased MPWSP proposal at the
beginning of October.

0 In October, CalAm received two letters of support for the MPWSP from Mary
Ann Carbone of the Chumash Tribe, and the Pajaro Valley Ohlone Indian
Council.

0 As part of its outreach, CalAm has reached out to the following Tribal
representatives and members, including to invite them to the July 21 meeting:

Valentin Lopez, Amah Irenne Zwierlein, Amah Patrick Orosco, Coastanoan
Mutsun Tribal Band Mutsun Tribal Band of Ohlone Rumsen-Mutsun
Mission San Juan Bautista Tribe
Tony Cerda, Costanoan Tom Little Bear Nason, Ann Marie Sayers, Indian
Rumsen Carmel Tribe Esselen Tribe of Monterey Canyon Mutsun Band of
County Costanoan
1
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Louise Miranda-Ramirez,
Ohlone/Costanoan-Esselen
Nation

Frederick Segobia, Salinan
Tribe of Monterey, San Luis
Obispo Counties

Gary Pierce, Salinan Tribe of
Monterey, San Luis Obispo
Counties

Mary Ann Carbone, Chumash
Community

Theresa Aldrete, Ohlone
People’s Federation

Rudy Rosales, Esselen

Karen White, Xolon-Salinan
Tribe

Mary Rodgers, Salinan Tribe
of Monterey, San Luis
Obispo Counties

Yvonne Ayala, Salinan Tribe
of Monterey, San Luis
Obispo Counties

Leslie Montgomery, Salinan
Tribe of Monterey, San Luis
Obispo Counties

Kenneth Pierce Sr., Salinan
Tribe of Monterey, San Luis
Obispo Counties

Sharon Thomas, Salinan
Tribe of Monterey, San Luis
Obispo Counties

Robert Piatti, Salinan Tribe of
Monterey, San Luis Obispo
Counties

Michael Woody, Salinan
Tribe of Monterey, San Luis
Obispo Counties

John Piatti Jr., Salinan Tribe
of Monterey, San Luis
Obispo Counties

Pamela Flood, Salinan Tribe
of Monterey, San Luis
Obispo Counties

Don Pierce Jr., Salinan Tribe
of Monterey, San Luis
Obispo Counties

Dayna Sciocchetti, Salinan
Tribe of Monterey, San Luis
Obispo Counties

Bruce Flood, Salinan Tribe of
Monterey, San Luis Obispo
Counties

Yvonne Davis, Salinan Tribe
of Monterey, San Luis
Obispo Counties

Deanna Perry, Salinan Tribe
of Monterey, San Luis
Obispo Counties

Principle No. 2 — Meaningful Engagement.

e Engagement During the CEQA Process: During the CPUC’s six-year review of the
MPWSP, the CPUC heard from numerous interested parties and groups representing
underserved communities and diverse interests, with many expressing support for the

Project, including the Latino Water Coalition, Latino Seaside Merchants, Comunidad en
Accion, Monterey County Farm Bureau, and Salinas Valley Water Coalition.

Engagement During the Coastal Commission Process: As part of its consideration of
the MPWSP, the Coastal Commission held an informational hearing in November 2019.
For this meeting, the Commission provided a live video feed from Marina City Hall,
allowing participation of numerous local residents and community groups without having
to travel to Half Moon Bay.

CalAm Outreach: CalAm has conducted significant outreach with local communities,
including within the Cities of Marina, Seaside, Sand City, and Salinas, the community of
Castroville, and a number of interested local organizations. CalAm prepared and shared
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an Outreach and Engagement Plan with Commission staff to ensure CalAm meaningfully
engages various communities and groups in both the short- and long-term.

(0]

(0]
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Workshops: CalAm has held 12 community workshops — 5 in Marina, 3 in
Seaside/Sand City, 2 in Castroville, and 2 in Salinas. Another community
workshop is scheduled in Marina on October 24. CalAm also has set up a table at
the Marina Farmer’s Market for the last several weeks.

= CalAm provided public notice for these workshops via newspaper ads in
the three largest local newspapers, bilingual radio ads, bilingual flyers,
bilingual social media, and bilingual email blasts.

= CalAm has made Spanish translation available at the workshops.

= At the workshops, CalAm discusses topics such as: (1) coastal habitat,
groundwater quality and monitoring, and beach access; (2) outreach and
engagement; (3) community benefits; (4) affordability; (5) customer
service and water conservation; (6) MPWSP design — such as slant well
technology — and operations; and (7) the Peninsula’s water supply needs.

= Based on feedback and questions received at the initial workshops, CalAm
prepared a Community Questions and Responses document in English,
Spanish, Vietnamese, and Korean. This document has been distributed to
workshop attendees via email, made available at workshops and meetings
in hard copy, and has been posted on the MPWSP website.

Targeted Outreach to Organizations: CalAm prepared an Outreach and
Engagement Plan that it provided to Commission staff and included
environmental justice, social justice, and community organizations across the
Peninsula that CalAm identified through its independent research. Staff made
additional suggestions that CalAm added to its Plan, and CalAm has since
reached out to dozens of these organizations, focusing in particular on
organizations in the City of Marina, to offer a presentation on the Project and
solicit input and feedback.

= |n addition, CalAm reached an agreement with the Surfrider Foundation
and Planning and Conservation League, among others, concerning
MPWSP’s discharge of brine into Monterey Bay.

Ratepayer Outreach: CalAm has provided customers with information about
the MPWSP, affordability and conservation programs, upcoming workshops, and
other opportunities for public input on a weekly basis. This information has been
conveyed in English and Spanish via social media posts, newspaper and radio
advertisements, and emails. Copies of this outreach have been shared with
Commission staff.




lan C. Crooks

Vice President, Engineering
655 West Broadway, Suite 1410
San Diego, CA 92101

P: 619-446-4786

E: ian.crooks@amwater.com
www.amwater.com

October 27, 2022
VIA EMAIL

Mr. Tom Luster

California Coastal Commission
Energy and Ocean Resources Unit
445 Market Street, Suite 300

San Francisco, CA 94101

Re: Monterey Peninsula Water Supply Project, CDP Application No. 9-20-0603 &
Appeal No. A-3-MRA-19-0034: Impact on Customer Rates

Dear Tom:

This letter provides background details of how costs to construct and operate the
Monterey Peninsula Water Supply Project Desalination Facilities, which include the source
water wells, desalination treatment facility, and desalination conveyance pipelines (“Project”),
could impact monthly water bills for average single-family residential customers in California
American Water’s (“CalAm”) Monterey service area. In particular, we have focused on
potential impacts to low income customers that qualify for CalAm’s Customer Assistance
Program (“CAP”). It is important to note that, as a regulated public utility, changes to CalAm’s
customer rates are subject to a public review and approval process before the California Public
Utilities Commission (“CPUC”). Accordingly, the projections presented in this summary are
estimates based on current available information, and have not been approved by the CPUC.
The CPUC has remained committed to ensuring the affordability of water for low income
customers of its regulated utilities, like CalAm, and as discussed below, CalAm is confident the
CPUC will approve additional measures to increase water affordability associated with the
Project.

. RATE BACKGROUND

In order to provide future projections, it is first important to understand how CalAm’s
current base rate system is set up for residential customers. The rates for single-family
residential customers fall into four pricing tiers. During each monthly billing period, household
water use starts in the first tier, where the price per 100 gallons (“CGL”) is the lowest. Each tier
has a ceiling on the amount of water allocated to it; if a customer uses more water than the



ceiling in a particular tier, additional water consumption falls into the next higher-priced tier.
Thus, the tiered rate system rewards customers who conserve water.

The below chart shows CalAm’s current tiered rates for the Monterey service area:

Single Family Rates (As of March 4, 2022)

Tier 1 | For the first 29.9 CGL $1.0475 per CGL
Tier 2 | For the next 29.9 CGL $1.5713 per CGL
Tier 3 | For the next 54.5 CGL $4.1901 per CGL
Tier 4 | For all water over 114.3 CGL | $6.2851 per CGL

In addition to the tiered rate structure, all customer bills are subject to various monthly
fees, including a monthly meter service charge, which is based on the size of the meter serving
the residence, Monterey Peninsula Water Management District user fees, and other surcharges.!
Based on existing bills, half of CalAm’s single-family residential customers have an average
monthly bill of approximately $82.85 or less.? This half of the customer base typically uses less
than 29.9 CGL (i.e., Tier 1) of water on a monthly basis.

1. PROJECTED MONTHLY RATE INCREASE FOR AVERAGE CUSTOMER

In 2020, CalAm estimated to Coastal Commission staff that, based on current information
at that time, the average single-family customer’s monthly water bill would increase by
approximately $37 to $40 as a result of the Project. Since that time, there have been numerous
factors outside of CalAm’s control that have resulted in further increases to these anticipated
rates. For instance, as a result of inflation and other economic reasons, labor costs and materials
costs have gone up, increasing overall Project construction costs. Similarly, operation and
maintenance (“O&M?”) costs have increased by about 20% due to inflation (net of lower
chemical, power and non-labor costs resulting from a smaller production capacity).

Based on current modeling, CalAm now estimates that the cost of Project construction
and operation will result in a monthly rate increase of approximately $47 to $50 for the average
single family customer in the Monterey service area.® This increase will occur when the Project
is put into service.* This estimated average rate increase reflects the initial phase of the Project,

1 Most single-family residential customers in the Monterey service area are served by a 5/8-inch meter.

2 To prepare the estimates in this summary, California American Water used customer bills from May 2022, which
is historically the month of the year where water use best approximates an annual average.

3 The Project’s projected rate increase consists of three components: (1) a fixed monthly cost for financing
construction of the Project using a State Revolving Fund (“SRF”) loan; (2) capital expenditures for the Project,
which are not financeable through a SRF loan; and (3) ongoing O&M costs for the Project.

4 The Project is expected to come online in December 2026. This date assumes that if the Coastal Commission
approves the Project’s coastal development permits in November 2022, California American Water will take up to
two years to clear all prior to construction conditions (including securing certain permits from other agencies),
followed by 18 to 24 months of construction in the Coastal Zone.



which, as CalAm has proposed to Commission staff, would have a production capacity of 4.8
million gallons per day.

1. LOW INCOME ASSISTANCE PROGRAMS AND RATE RELIEF

CalAm’s current CAP provides a 30% discount on monthly bills to qualifying
customers.®> Income guidelines for customer eligibility in the CAP are set forth below:

In CalAm’s current General Rate Case that is pending at the CPUC, we have requested
approval to increase this discount from 30% to 35%. Moreover, as we explained in our Low
Income Rate Relief Proposals, which we previously provided to Coastal Commission staff,
CalAm agreed to seek CPUC approval to raise that discount for the Monterey service area to
50% in connection with construction and implementation of the Project.

As of September 2022, approximately 3,700 customers were enrolled in the CAP in
CalAm’s Monterey service area. This represents a substantial increase in CAP enrollment as
compared to 2020, when only 2,504 customers were enrolled in the program. Based on existing
bills, the average CAP customer has a monthly bill of about $65.74 in 2022, inclusive of the
current 30% CAP discount. As with all single-family residential customers, the average CAP
customer uses less than 29.9 CGL (i.e., Tier 1) of water on a monthly basis.

In 2020, CalAm estimated that with the CPUC’s approval of CalAm’s proposed increase
in the CAP discount to 50% per month, the average CAP customer would have a monthly rate
increase of approximately $10 to $12 as a result of the Project. Based on CalAm’s updated
modeling, as described above, with the 50% CAP discount the average CAP customer would
have a monthly rate increase of approximately $14 to $18 as a result of the Project.
Notwithstanding that potential increase, and as expressed in our proposed Low Income Rate
Relief Proposals, CalAm has committed to the goal of completely offsetting cost impacts from
the Project to its low-income customers such that the average CAP customer would experience

5> The discount applies to the monthly meter service charge on every bill as well to rate tiers 1 through 3 (up to
11,430 gallons per month).



no rate increase as a result of the Project. CalAm has proposed seven different programs that
would achieve this goal, most of which would require CPUC approval. In addition, if the CAP
discount were to be increased to 70%, the average CAP customer would pay no rate increase as a
result of the Project (and may even pay less than they would otherwise pay in the absence of the
Project and this increased discount).

CalAm understands that Coastal Commission staff is concerned that the CPUC may not
approve one or more of CalAm’s proposed Low Income Rate Relief Proposals before the Project
comes online and rate increases occur. To address such concerns and ensure that increased rates
from the cost of desalinated water do not adversely affect low income customers, CalAm has
proposed the following Special Conditions for Commission staff’s consideration, which (1) will
increase the conservation of water for customers in the CAP program, thereby further reducing
water consumption and lowering average monthly bill amounts; and (2) ensure that CAP
customers are not unfairly burdened with substantial rate increases if the CPUC does not approve
CalAm’s Low Income Rate Relief Proposals before rate increases from the Project impact the
bills of CAP customers:

Water Conservation. PRIOR TO THE COMMENCEMENT OF
PROJECT OPERATIONS, the Permittee shall offer all customers enrolled
in its Customer Assistance Program for the Monterey service area,
including both single-family and multi-family residential customers, free
installation of low-flow fixtures (sink and bathtub faucets, showerheads,
and toilets) meeting all minimum California Energy Commission or any
other applicable efficiency standards. If an eligible customer and the
owner of the property in which the customer resides accepts such offer,
the Permittee shall install or cause to be installed appropriate such low-
flow fixtures in the customer’s residence within six months. The
Permittee shall submit a final report to the Executive Director that
includes, at a minimum, evidence that such offer was made to eligible
customers and statistics showing the number of customers who have
accepted the offer and had the low-flow fixtures installed.

Low-Income Rate Assistance. PRIOR TO THE COMMENCEMENT
OF PROJECT OPERATIONS, the Permittee shall seek the California
Public Utilities Commission’s approval of one or more low income rate
relief programs to minimize rate increases on low-income customers
resulting from the Monterey Peninsula Water Supply Project Desalination
Facilities, which include the source water wells, desalination treatment
facility, and desalination conveyance pipelines (“Project™), with the goal
of completely offsetting such rate increases for the average customer
enrolled in Permittee’s Customer Assistance Program. The Permittee shall
ensure that, upon the commencement of the Project’s deliveries of product
water to Permittee’s Monterey service area, customers enrolled in the
Permittee’s Customer Assistance Program shall not experience a rate
increase resulting from the Project that exceeds $10 per month through
2030. Following permit issuance, the Permittee shall submit an annual
report to the Executive Director demonstrating (i) the actions Permittee



has taken with the CPUC to secure low income rate relief program
approvals; (ii) the CPUC’s approval or denial of such programs; (iii) the
impact all approved programs are having on the average customer enrolled
in Permittee’s Customer Assistance Program; and (iv) that Permittee has
complied with the other requirements of this condition.

CalAm is confident that, based on its prior decisions and current rulemaking proceedings,
the CPUC will support and approve measures to increase water affordability. Indeed, the CPUC
is committed to ensuring that public utilities’ water service is affordable and that low-income
assistance programs are a means of promoting affordability, as demonstrated in the statements in
various orders and decisions shown in Attachment A.

Please let me know if you have any questions about the information provided in this
letter. We look forward to presenting the Project to the Coastal Commission in November 2022.

Sincerely,

lan Crooks
California American Water Company

Attachment

cc: Kate Huckelbridge, California Coastal Commission
Noaki Schwartz, California Coastal Commission
Kathryn Horning, California-American Water Company
DJ Moore, Latham & Watkins LLP
Winston Stromberg, Latham & Watkins LLP



ATTACHMENT A

The following show that the CPUC is committed to ensuring water service is affordable and that
low-income assistance programs are a means of promoting affordability.

Low-Income Ratepayer Assistance Rulemaking 17-06-024 (currently considering whether
further improvements to water affordability are needed)

Decision and Order, issued September 3, 2020
(https://docs.cpuc.ca.gov/PublishedDocs/Published/G000/M346/K225/346225800.PDF)

e Page 105, Conclusion of Law 10: Water utilities should provide analysis in their next
GRC case to determine the appropriate Tier 1 breakpoint that aligns with the baseline
amount of water for basic human needs for each ratemaking area.

e Ordering Paragraph 2: Water utilities shall provide analysis in their next general rate case
applications to determine the appropriate Tier 1 breakpoint that is not less than the
baseline amount of water for basic human needs for each ratemaking area.

Phase 11 Decision Continuing Suspension of Disconnections for Nonpayment of Water Utility
Bills Accumulated During the Statewide Water Disconnection Moratorium and Improving
Access to the Low-Income Water Rate Assistance Programs Statewide, issued July 20, 2021
(https://docs.cpuc.ca.gov/PublishedDocs/Published/G000/M394/K023/394023418.PDF)

e Page 18: Intentions to create statewide and national low-income water rate assistance
programs have been announced. Today in California, only Commission-regulated water
utilities uniformly offer the CAP program. In Phase Il of this proceeding, we considered
expansions and improvements to CAP, as an avenue for COVID relief.

e Page 27: Data exchanges have proven over the years to be the most effective enrollment
method for water utility customers. We continue to focus on improving data exchanges to
ease access to the CAP program for qualifying customers.

e Page 73, Findings of Fact 1. Water service is critical to public health.

e Page 75, Findings of Fact 22: Low-income water rate assistance programs are a means of
promoting water affordability.

Assigned Commissioner and Administrative Law Judge’s Third Amended Scoping Memo and
Ruling, issued July 30, 2021
(https://docs.cpuc.ca.gov/PublishedDocs/Efile/G000/M396/K193/396193387.PDF)

e Page 1: Since June 2017, R.17-06-024 has examined the various issues concerning
affordability of clean, safe drinking water consistent with California’s statutory
recognition of the human right to water.



Page 3: In Phases | and Il of R.17-06-024, the Commission coordinated with the State
Water Board to ensure that public water systems, regardless of their regulatory
jurisdiction, meet the same standards for safe and reliable drinking water which is
affordable to all.

Page 6: The issues to be determined in Phase 11l of R.17-06-024 are: (a) How best to
leverage the available relief funding? (b) Whether supplemental relief funding is needed;
(c) What, if any, further improvements to water affordability are needed; and (d)
Implementation issues, if any, relating to the new legislation affecting water affordability,
including but not limited to SB 998, AB 401 and SB 139 enacted since R.17-06-024 was
issued in 2017.

Affordability Rulemaking 18-07-006 (this rulemaking addresses affordability in general)

Order Instituting Rulemaking to Develop Methods to Assess the Affordability Impacts of Utility
Rate Requests and Commission Proceedings, issued July 23, 2018
(https://docs.cpuc.ca.gov/PublishedDocs/Published/G000/M218/K186/218186836.PDF)

Page 3: Californians rely on utility services, including electricity, gas, water, and
telecommunications, to live and work. The Commission’s commitment to ensuring these
services remain affordable and accessible to Californians is articulated in Strategic
Directive (SD) 04 on Rates and Affordability and SD 05 regarding Universal Access.

Decision Adopting Metrics and Methodologies for Assessing the Relative Affordability of Utility
Service, issued July 7, 2020
(https://docs.cpuc.ca.gov/PublishedDocs/Published/G000/M344/K049/344049206.PDF)

Page 3: While ensuring the affordability of utility services is a longstanding priority for
the Commission, its importance has been magnified this year by COVID-19, which has
placed great financial stress on millions of Californians.

Page 94, Conclusion of Law 1: The Commission is generally charged with making
certain levels of energy, water, and communications service affordable under various
sections of the Public Utilities Code, including Section 739(d)(2), Section 382, Section
739.8(a), and Section 871.5.

Page 95, Conclusion of Law 5: The Commission should define metrics to measure the
relative affordability of essential utility services as this will allow Commission
decisionmakers and stakeholders to consider the impact of Commission decisions on the
relative affordability of these services, and help the Commission to meet statutory
requirements to consider affordability as a goal when designing rates for essential utility
services.



Decision Implementing the Affordability Metrics, issued August 9, 2022
(https://docs.cpuc.ca.gov/PublishedDocs/Published/G000/M496/K428/496428621.PDF)

Page 7: In D.20-07-032, the Commission concluded the metrics would help the
Commission meet statutory requirements of Public Utilities Code (Pub. Util.) Code
Section 739(d)(2), Section 382, Section 739.8(a), and Section 871.5 mandating affordable
energy, gas and water, and of Section 709, Sections 280-281, and Section 275.6 assigning
the Commission a significant role in preserving universal access to essential
communications services.

Pages 8-9: The Commission has the obligation to consider whether utility rates and
charges are affordable while also enforcing the mandate of Pub. Util. Code Section 451 to
ensure costs authorized and recovered from ratepayers are just and reasonable, consistent
with safe and reliable service.16 Equally pertinent, Pub. Util. Code Section 45417
requires electric, gas, water, and telephone corporations to notify affected customers of
proposed revenue changes that will impact their utility bill, by displaying rate impacts of
the proposed revenue change in dollars and degree of change (percentage). Subsections
(c) and (d) of Pub. Util. Code Section 454 express the legislative intent associated with
notice requirements, and directs the Commission to consider both the utility proposal,
together with the informed response of the people subject to the proposal, before taking
action:

(c) The commission may adopt rules it considers reasonable and proper for each class of
public utility providing for the nature of the showing required to be made in support of
proposed rate changes, the form and manner of the presentation of the showing, with or
without a hearing, and the procedure to be followed in the consideration thereof. Rules
applicable to common carriers may provide for the publication and filing of any proposed
rate change together with a written showing in support thereof, giving notice of the filing
and showing in support thereof to the public, granting an opportunity for protests thereto,
and to the consideration of, and action on, the showing and any protests filed thereto by
the commission, with or without hearing. [ . . . ] (d) The commission shall permit
individual public utility customers and subscribers affected by a proposed rate change,
and organizations formed to represent their interests, to testify at any hearing on the
proposed rate change, [ . . . ]

Page 79, Conclusion of Law 1: The Commission is generally charged with making
certain levels of energy, water, and communications service affordable under various
sections of the Public Utilities Code, including Section 739(d)(2), Section 382, Section
739.8(a), and Section 871.5.

Page 80, Conclusion of Law 6: Introducing the affordability framework in individual
proceedings facilitates examination of affordability impacts within the context of the
individual proceeding and aids the Commission in fulfilling its statutory mandates.

Page 80, Conclusion of Law 8: The Commission should enhance customer understanding
of pending rate changes for utility service by regularly requiring water and energy



utilities to itemize, by proceeding, new revenues recently approved as well as revenues
approved but not yet implemented, and revenues pending Commission consideration,
relative to rates in effect.

Page 82, Ordering Paragraph 2: Beginning 30 days after the issuance of this decision...
California-American Water Company... shall [] submit quarterly the Water Cost and
Rate Tracker (Water Tracker) to the Commission’s Water Division and to the
Commission’s Public Advocate’s Office on February 1, May 1, August 1 and November
1 of each year and shall work with staff during the next phases of this proceeding with
respect to using the Water Tracker for evaluating affordability metrics’ inputs and other
ongoing support of the Commission’s work. The Director of the Water Division may
change the frequency, format, or content of the Water Tracker.

Pages 85-87, Ordering Paragraphs 8-9:

8. Beginning 30 days after the issuance of this decision, in any initial filing in any
proceeding with a revenue increase estimated to exceed one percent of currently
approved revenues systemwide, ... California-American Water Company ... shall
introduce updated Affordability Ratio 20 (AR20) by ratemaking area, Affordability Ratio
50 (AR50) by ratemaking area, and Hours-at-Minimum-Wage (HM) for revenues in
effect at the time of the filing, and shall also include:

o Essential usage bills by ratemaking area; and

0 Average usage bills by ratemaking area and resulting AR20, AR50, and HM for
average usage bills.

o Ifthe proceeding is a General Rate Case, concurrent with any modeling effort
necessary to represent bill impacts of an authorized revenue requirement
associated with a Proposed Decision, the same entity updating the rates associated
with an authorized revenue requirement shall update the affordability metrics for
production in the same Commission document that presents the rate impacts.

9. Beginning 30 days after the issuance of this decision, in any initial Tier 3 Advice
Letter (AL) filing requesting a revenue increase estimated to exceed one percent of
currently approved revenues systemwide, ... California-American Water
Company...shall introduce changes in the Affordability Ratio 20 (AR20) by ratemaking
area, Affordability Ratio 50 (AR50) by ratemaking area, and Hours-at-Minimum-Wage
(HM) annually for each year in which new revenues are proposed, and shall also include
changes by:
o0 Essential usage bills by ratemaking area; and
0 Average usage bills by ratemaking area and resulting AR20, AR50, and HM for
average usage bills.
o If the filing is a General Rate Case, concurrent with any modeling effort necessary
to represent bill impacts of an authorized revenue requirement associated with a
Proposed Resolution, the same entity updating the rates associated with an
authorized revenue requirement shall update the affordability metrics for
production in the same Commission document that presents the rate impacts.



CPUC Environmental & Social Justice Action Plan, approved April 7, 2022 (cpuc.ca.gov/-
/media/cpuc-website/divisions/news-and-outreach/documents/news-office/key-issues/esj/esj-

action-plan-v2jw.pdf)

Page 9: The CPUC is tasked with serving all Californians, and to do so equitably while
reaching the state’s climate goals, it must acknowledge that some populations in
California face higher barriers to access to clean, safe, and affordable utility services.

Page 10: In 2012, California officially passed the Human Right to Water Act, 13
providing that, “every human being has the right to safe, clean, affordable, and accessible
water adequate for human consumption, cooking, and sanitary purposes.” 14 The CPUC
continues to act for all Californians to have access to clean, safe, and affordable water
supplies.

Page 38, Commission ESJ action item 3.2.2: Understanding and Acting on Affordability
of Water Rates. Description: Given both the opportunity to utilize new affordability
metrics and information from the Drinking Water Needs Assessment from the State
Water Resources Control Board (SWRCB), continue to understand where ESJ customers
are experiencing disproportionately high water rates. Tentative Work Plan: 1- Consider
affordability metrics in water General Rate Cases (GRCs) 2- With the aid of information
from the Drinking Water Needs Assessment, evaluate whether there are water systems
within CPUC's jurisdiction where customers experience high rates that could be
ameliorated with consolidation 3-Consider whether the CPUC should open an OIR on the
subject of new standards for consolidation of water utility systems

CPUC Strategic Directives, Governance Process Policies, and Commission-Staff Linkage
Policies, updated February 27, 2020 (https://www.cpuc.ca.gov/-/media/cpuc-
website/transparency/commissioner-committees/finance-and-administration/2021/strategic-

directives-and-governance-policies.pdf)

Strategic Directive SD-04: The CPUC promotes policies and rules that provide
customers access to and affordable essential services for energy, communications, water
and transportation. Within its jurisdictional authority, the CPUC will... 2. Assure that
essential services are available to all Californians at an affordable price;

10
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MEMORANDUM

The Public Advocates Office at the California Public Utilities Commission
(Cal Advocates) examined requests and data presented by California American Water
(Cal Am) in Application (A.) 21-11-024 (Application) to provide the California Public
Utilities Commission (Commission) with recommendations that represent the interests of
ratepayers for safe and reliable service at the lowest cost. This Report is prepared by
Daphne Goldberg. Mukunda Dawadi is Cal Advocates’ oversight supervisor, and
Angela Wuerth is legal counsel.

Although every effort was made to comprehensively review, analyze, and provide
the Commission with recommendations on each ratemaking and policy aspect of the
requests presented in the Application, the absence from Cal Advocates’ testimony of any
particular issue does not constitute its endorsement or acceptance of the underlying

request, or the methodology or policy position supporting the request.
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l. INTRODUCTION

This Report presents conclusions from Cal Advocates’ analysis of California
American Water’s (Cal Am) updated supply and demand estimates related to the
Amended and Restated Water Purchase Agreement for the Pure Water Monterey

Groundwater Replenishment Project (WPA) and proposed infrastructure investments for

its Monterey system.2

II. SUMMARY OF CONCLUSIONS

1. Cal Am should have available supply to meet forecasted demand
with the WPA water until 2040.2

2. Cal Am should have available supply to meet forecasted demand
without the WPA until the year 2029.2

3. Cal Am has not provided a satisfactory explanation for why its

demand forecasts in the current application are approximately 18%
greater than its demand forecasts subsequently submitted to the
Commission in its current General Rate Case (GRC) application.

I11.  ANALYSIS
A. Analysis of Supply 1) With WPA and 2) Without WPA
Scenario 1: With WPA Conclusion: Cal Am should have available supply to

meet forecasted demand® with the WPA until 2040, as shown in Chart 1, below.

L Includes PWM Expansion project.

2 Phase 1 included a review of Cal Am’s infrastructure investments request for four projects (Carmel
Valley Pump Station, Parallel Pipeline, Extraction wells 1&2, and Extraction wells 3&4) for the
simultaneous injection and extraction of groundwater and distribution to its Monterey customers.

3 Assuming all forecasted demands included in this report.
4 Assuming all forecasted demands included in this report.
2 Assuming all forecasted demands included in this report.



1 Chart1: Comparison of Forecasted Water Supply and Demand with WPA (2025-2050)




1 Scenario 2: Without WPA Conclusion: Cal Am should have available supply to
2 meet forecasted® demand without the WPA water until the year 2029, as shown in
3 Chart 2, below.

8 Assuming all forecasted demands included in this report.
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Chart 2: Comparison of Forecasted Water Supply and Demand Without WPA Water (2025-2050)

The analysis and reasoning supporting the two conclusions, above, are presented in the following sections of this

report.

I1-4



B. Supply
A comparison of Cal Am’s and Cal Advocates’ forecasted 2025-2050 Monterey

Main system supply, including WPA water, is shown in Table 1, below. Differences

between Cal Advocates’ and Cal Am’s forecasts are described in the sections that follow.



1 Table 1: Comparison of Supply Sources with WPA (2025-2050) & °

Available Supply (AF) Cal Am Cal Advocates
Source 2025 2030 2035 2040 2045 2050 2025 2030 2035 2040 2045 2050
Carmel River 3,376 | 3,376 | 3376| 3376| 3,376| 3,376 3,376 3,376 3,376 3,376 3,376 3,376
Seaside Basin 1,474 | 1,474 774 774 774 774 1,474 1,474 774 774 774 774
Aquifer Storage and Recovery 470 470 470 470 470 470 1,210 1,210 1,210 1,210 1,210 1,210
Table 13 - - - - - - 189 189 189 189 189 189
Sand City Desalination 94 94 94 94 94 94 94 94 94 94 94 94
WPA 5,527 | 5527 | 5,527 | 5527 | 5527 | 5,527 5,750 5,750 5,750 5,750 5,750 5,750
Total before 10% Buffer 10,941 | 10,941 | 10,241 | 10,241 | 10,241 | 10,241 12,093 | 12,093 | 11,393 | 11,393 | 11,393 | 11,393
10% Supply Buffer 1,094 | 1094 | 1024 | 1024 | 1,024| 1,024 1,209 1,209 1,139 1,139 1,139 1,139
2 Total after 109 Buffer 9,847 | 9,847 | 9,217 | 9,217 | 9,217 | 9,217 10,884 | 10,884 | 10,254 | 10,254 | 10,254 | 10,254

L For Carmel River supply, see A.21-11-024, Phase 2 Direct Testimony of lan Crooks’, pp. 27-29. For Seaside Basin supply, see pp.29-32. For
Sand City Desalination water supply, see A.21-11-024, Phase 2 Direct Testimony of lan Crooks’, pp. 39-41, For discussion of 10% Supply Buffer,
see A.21-11-024, Phase 2 Direct Testimony of lan Crooks’ pp. 67-69.

8 In Table 1, Cal Am’s Available Supply data assumes Cal Am’s “normal year” scenario. A.21-11-024, Phase 2 Direct Testimony of lan Crooks’,
Table 5, p. 67.

2 In Table 1, Cal Am’s Seaside Basin Available Supply decreases from 1,474 AF in 2030 to 774 AF in 2035 due to Cal Am’s “overpumping
repayment plan.” A.21-11-024, Phase 2 Direct Testimony of lan Crooks’, p. 30, lines 17-21. See also Cal Am’s response to Public Advocates
Office Data Request DG-04. Q.1., Attachment 1 and Attachment 2.



Table 2: Comparison of Supply Sources without WP

AlO 1112

Available Supply (AF) Cal Am Cal Advocates

Source 2025 2030 2035 2040 2045 2050 2025 2030 2035 2040 2045 2050
Carmel River 3376 | 3376 | 3376 3376 | 3376 | 3,376 3,376 3,376 3,376 3,376 3,376 3,376
Seaside Basin 1,474 1,474 774 774 774 774 1,474 1,474 774 774 774 774
Aquifer Storage and Recovery 470 470 470 470 470 470 1,210 1,210 1,210 1,210 1,210 1,210
Table 13 - - - - - - 189 189 189 189 189 189
Sand City Desalination 94 94 94 94 94 94 94 94 94 94 94 94
WPA 3,600 | 3,500f 3500 3,500 3,500 3,500 3,500 3,500 3,500 3,500 3,500 3,500
Total before 10% Buffer 8,914 8,914 8,214 8,214 8,214 8,214 9,843 9,843 9,143 9,143 9,143 9,143
10% Supply Buffer 891 891 821 821 821 821 984 984 914 914 914 914
Total after 10% Buffer 8,023 | 8,023 7,393 | 7,393 7,393 | 7,393 8,859 8,859 8,229 8,229 8,229 8,229

10 For Carmel River supply, see A.21-11-024, Phase 2 Direct Testimony of lan Crooks’, pp. 27-29. For Seaside Basin supply, see pp.29-32. For
Sand City Desalination water supply, see A.21-11-024, Phase 2 Direct Testimony of lan Crooks’, pp. 39-41, For discussion of 10% buffer, see

pp. 67-69.

1 In Table 2, Cal Am’s Available Supply data assumes Cal Am’s “normal year” scenario. A.21-11-024, Phase 2 Direct Testimony of lan Crooks’,

Table 5, p. 67.

12 |In Table 1, Cal Am’s Seaside Basin Available Supply decreases from 1,474 AF in 2030 to 774 AF in 2035 due to Cal Am’s “overpumping

repayment plan.” A.21-11-024, Phase 2 Direct Testimony of lan Crooks’, p. 30, lines 17-21. See also Cal Am’s response to Public Advocates
Office Data Request DG-04. Q.1., Attachment 1 and Attachment 2.
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1. Pure Water Monterey and Pure Water Monterey Expansion
Water

Cal Am’s WPA forecasted amounts are inconsistent with the total amount defined
in the Amended and Restated Water Purchase Agreement. 22 Cal Am forecasts between
zero and 2,027 Acre-Feet (AF) of Pure Water Monterey Expansion water supply.1
However, the Amended WPA guarantees Cal Am a “Company Allotment” of 5,750
(3,500+2,250) AF after the PWM expansion is complete.X2

2. Table 13 Water
In October 2013, the State Water Resources Control Board issued Cal Am Water
Right Permit 21330, also known as “Table 13” water, for Carmel River diversions
“limited to the quantity which can be beneficially used from December 1 of each year to
May 31 of the succeeding year and cannot exceed a rate of 4.1 cubic feet per second (cfs)

and a maximum annual diversion of 1,488 AF.”18

The average of 2013-2021 Table 13 annual water production is 189 AFL, which,

t -8

if added, increases Cal Am’s forecasted total supply amount.-== Cal Am’s supply forecast

13 A.21-11-024, Phase 2 Direct Testimony of lan Crooks’, p. 65, line 24 and p. 66, line 1.
14 A.21-11-024, Phase 2 Direct Testimony of lan Crooks’, Table 8, p. 67.

15 A.21-11-024, Application of California-American Water Company (U210W) to Obtain Approval of the
Amended and Restated Water Purchase Agreement for the Pure Water Monterey Groundwater
Replenishment Project, Update Supply and Demand Estimates for the Monterey Peninsula Water Supply
Project, and Cost Recovery, November 29, 2021, Attachment A, p.5.

18 Cal Am also states that “Diversion of Table 13 water is dependent on seasonal flows and is vulnerable
to drought conditions and climate change.” A.21-11-024, Phase 2 Direct Testimony of lan Crooks’,
p. 37, line 23, p. 38, lines 1-3 and lines 19-20.

1 A.21-11-024, Phase 2 Direct Testimony of lan Crooks’, Table 6, p.38,

18 189 AF equals 82,382 CCF (hundred cubic feet). Cal Am recorded approximately 61 CCF per single-
family residential customer in 2021. Therefore, Cal Am can serve approximately 1,350 single family
residential customers with 189 AF of water (82,382/61 = 1,350). See Cal Am A.22-07-001, GRC
workpapers “ALL_CHO03_REV_RO_Sales-Customers”, tab “Projected Sales WS-04”", Cell X31.
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excludes Table 13 water,22 even though Cal Am recorded Table 13 historical production

for 2013-2021 and includes it in its application.2

3. Aquifer Storage and Recovery
Cal Am’s “ASR Availability and Analysis Technical Memorandum” (ASR

Technical Memo) concludes that 1,210 AF is the average of simulated annual water
available from aquifer storage and recovery (ASR).2 This appears to be a reasonable
forecast. ASR refers to the program that allows excess Carmel River water to be injected
and stored in the Seaside Basin during wet months and used during dry months.22 The
ASR Technical Memo conclusions about forecasted ASR availability are based on a
simulation of 59 years of hypothetical ASR diversions? and assumptions.2 The
1,210AF represents the average of annual simulated water supply. This average accounts
for the variability of simulated historical annual water availability. However, Cal Am
uses the same historical simulated annual data and assumes a reduction without any

justification.22

C. Demand
A comparison of Cal Advocates’ and Cal Am’s forecasted 2025-2050 Monterey

Main system demand is shown in Table 3, below. Differences between Cal Advocates

and Cal Am’s forecasts are described in the sections that follow.

19 A.21-11-024, Phase 2 Direct Testimony of lan Crooks’, Table 8, p. 67.

20 A 21-11-024, Phase 2 Direct Testimony of lan Crooks’, Table 6, p. 38,

2L A 21-11-024, Phase 2 Direct Testimony of Paul Findley, Attachment 1, p. 12.
2 A 21-11-024, Phase 2 Direct Testimony of Paul Findley, Attachment 1, p. 1.
2 A.21-11-024, Phase 2 Direct Testimony of Paul Findley, Attachment 1, p. 5.
24 A 21-11-024, Phase 2 Direct Testimony of Paul Findley, Attachment 1, p. 4.
5 A.21-11-024, Phase 2 Direct Testimony of lan Crooks’, p. 37, lines 10-14.



Table 3: Comparison of Forecasted Demand (2025-2050)2° 27 28 29

Forecasted Demand (AF) Cal Am Cal Advocates
Demand Category 2025 2030 2035 2040 2045 2050 2025 2030 2035 2040 2045 2050
Residential demand 5,031 5,644 5,754 5,864 5,974 6,084 5,297 5,403 5,511 5,621 5,734 5,848
Non-Residential demand 4,834 5,019 5,204 5,389 5,574 5,759 3,030 3,091 3,152 3,215 3,280 3,345
Total Residential and Non-
Residential demand 9,865 | 10,663 | 10,958 | 11,253 | 11,548 | 11,843 8,327 8,494 8,663 8,837 9,013 9,194
Pebble Beach Entitlements - 65 130 195 260 325 - 65 130 195 260 325
Tourism 250 500 500 500 500 500 - - - - - -
Legal Lots of Record
Single Family Residential - 59 103 147 190 234 -
Multi Family Residential - 35 60 86 111 137 - - - - - -
Commercial - 158 274 389 505 621 - 158 274 389 505 621
Residential Remodels - 27 47 66 86 106 - 27 47 66 86 106
Commercial Remodels - 21 36 51 67 82 - 21 36 51 67 82
Legal Lots of Record Total 300 520 739 959 | 1,180 - 206 357 506 658 809
RHNA Demands - 370 745 745 745 745 - 370 745 745 745 745
Total 10,115 | 11,898 | 12,853 | 13,432 | 14,012 | 14,593 8,327 9,135 9,895 | 10,283 | 10,676 | 11,073

% For Cal Am’s demand forecast, see A.21-11-024, Phase 2 Direct Testimony of lan Crooks’, Table 5, p. 24.

Z Cal Am’s GRC Application A.22-07-001, 2025 forecasted residential consumption is 5,297AF and 2025 forecasted non-residential consumption
is 3,030 AF for a total of 8,327 AF. Residential demand includes both single family and multi-family residential. See Cal Am’s A.21-07-001 GRC
2025 Residential and Non-Residential Demand forecasts in workpaper ALL_CHO03_REV_RO_Sales-Customers, tab Projected Sales WS-04, Cells
C31-39, F31-39, G31-39, and AY31-AY39. Note: Conversion to (AF) is calculated and not included in GRC workpapers. See also Cal Am’s
response to Public Advocates Office Data Request DG-05, Q.1.

2 Cal Advocates has not yet completed its analysis of the supply and demand data filed by Cal Am in its GRC A.22-07-001. By referencing

Cal Am’s GRC forecasted residential and non-residential demand, and non-revenue water, Cal Advocates is not conceding that such numbers are
reasonable and justified. Instead, Cal Advocates is referencing the numbers used by Cal Am in its GRC to highlight a discrepancy between those
figures and the figures in the instant proceeding.

22 Based on Cal Am’s GRC A.22-07-001, 2025 non-revenue water is forecasted to be 264,394 CCF, calculated as 607AF. Cal Advocates
forecasted non-residential water demand in the table excludes non-revenue water. Cal Am’s forecasted non-residential demand includes non-
revenue water. See Cal Am’s response to Public Advocates Office Data Request DG-05, Q.1 and “ALL_CHO03_REV_RO_Water Production”,
tab “Projected Wtr Prod WS-04", Cell Al103. See also A.21-11-024, Phase 2 Direct Testimony of lan Crooks’, Table 5, footnote 4, p. 24.

10
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1. Forecasted Water Demand Growth
Cal Am’s forecasted residential demand increase of 10% (rounded) between 2025

and 20302 and approximately 3.7% non-residential demand growth every five years
between 2030 and 20502 is inconsistent with Cal Am’s own data. Cal Am’s data
projects 2% (rounded) population growth22 every five years until 2050, and the
residential and non-residential demand should be consistent with that projection.

Cal Am forecasts an average of 2% (rounded) population growth2 every five
years between 2025 and 2050 and forecasts a 10% (rounded) increase in residential
demand between 2025 and 2030.22 However, forecasted demand growth that exceeds 2%
appears inconsistent with Cal Am’s water conservation planning efforts.22 Despite
requesting customer funding of $1,655,0002 to promote conservation in Monterey, in its
current GRC application, Cal Am forecasts in this proceedingZ’ that these efforts will
result in current residential customers increasing their demand by 10% and non-
residential demand by 3.7%.28

Finally, Cal Am’s own Monterey Peninsula Water Supply Project website data
shows a decrease in recorded system deliveries for the past few years.22 Therefore, a 2%

increase in residential and non-residential demand every five years between 2025 and

30 A.21-11-024, Phase 2 Direct Testimony of lan Crooks’, Table 5, footnote 3, p. 24.
31 A.21-11-024, Phase 2 Direct Testimony of lan Crooks’, Table 5, p. 24.

32 Cal Am’s annual population growth forecasts are based on the Association of Monterey Bay Area
Governments (AMBAG) Regional Growth Forecast. A.21-11-024, Phase 2 Direct Testimony of lan
Crooks’, Table 5, p. 24 and Attachment D, Attachment 2.

3 Cal Am’s annual population growth forecasts are based on the Association of Monterey Bay Area
Governments (AMBAG) Regional Growth Forecast. A.21-11-024, Phase 2 Direct Testimony of lan
Crooks’, Table 5, p. 24 and Attachment D, Attachment 2.

34 A.21-11-024, Phase 2 Direct Testimony of lan Crooks’, Table 5, footnote 3, p. 24.
% A.22-07-001, Direct Testimony of Patrick Pilz, p. 2, lines 22-26.

% A.22-07-001, Direct Testimony of Patrick Pilz, Attachment 1, pp. 3-4.

3 A.21-11-024.

38 A.21-11-024, Phase 2 Direct Testimony of lan Crooks’, Table 5, footnote 3, p. 24.

39 hitps://www.watersupplyproject.org/system-delivery.
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2050 is reasonable, which is approximately equal to Cal Am’s forecasted 2% population

growth every five years of the same time period.

2. 2025 Residential and Non-Residential Demand
Cal Am has not provided a satisfactory explanation for why its demand forecasts
in the current application are approximately 18% greater than its demand forecasts
subsequently submitted to the Commission in its current General Rate Case (GRC)
application. For the Year 2025, Cal Am presents, different total residential and non-

residential demand forecasts, shown in Table 4, below .22 4% 42

Table 4: Cal Am’s 2025 Forecasted Demand Comparison *3 44 45
Application A.21-11-024 |A.22-07-001 GRC
2025 Residential Demand (AF) 5,031 5,297
2025 Non-Residential Demand (AF) (4,834 3,030
Total 9,865 8,327

The difference in the corresponding 2025 figures demonstrates how customer rates
are affected by decreased demand. Customer rates are based, in part, on forecasted
demand and supply estimates. For example, in its current application, Cal Am forecasts

total demand that exceeds its forecasted supply, which may justify the need for a new

40 A 21-11-024.
4 A.22-07-001.

42 In A.21-11-024, Cal Am did not specify a Non-Revenue Water amount in its Non-Residential demand
calculation. See Cal Am’s response to Public Advocates Office data request DG-05, Q.1.

4 For Cal Am’s demand forecast, see A.21-11-024, Phase 2 Direct Testimony of lan Crooks’, Table 5,
p. 24.

4 |n Table 4, above, Residential demand includes both single family and multi-family residential. See
Cal Am’s A.21-07-001 GRC 2025 Residential and Non-Residential Demand forecasts in workpaper
ALL_CHO3_REV_RO_Sales-Customers, tab Projected Sales WS-04, Cells C31-39, F31-39, G31-39, and
AY31-AY39. Note: Conversion to (AF) is calculated and not included in GRC workpapers.

% |n Table 4, above, Cal Am’s A.22-11-024 non-residential demand data includes non-revenue water.
Cal Am’s A.22-07-001 non-residential demand data excludes non-revenue water. Based on Cal Am’s
GRC A.22-07-001, 2025 non-revenue water is forecasted to be 264,394 CCF, calculated as 607AF. See
Cal Am’s response to Public Advocates Office Data Request DG-05, Q.1 and
“ALL_CHO03_REV_RO_Water Production”, tab “Projected Wtr Prod WS-04", Cell Al103
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water source.®® Accordingly, a lower forecasted demand may result in higher rates. For
example, assuming that the required water supply is available, and the revenue
requirement remains the same, when forecasted sales are lower, rates would need to be
higher to recover the revenue requirement. The example in Table 5, below, demonstrates
a hypothetical effect of a reduction in demand on customer rates.

Table 5: Example of Forecasted Demand’s Effect on Customer Rates

Revenue Requirement Demand (CCF) Customer Rate ($)
$100 50 CCF $2
$100 25 CCF $4

Cal Am tries to justify its two different estimates for 2025 by stating that
forecasted demand figures differ because one set of data, Cal Am’s current application, is
used for long-term water supply planning and its GRC application data is used for short-
term sales and rate making.%.

Regardless of the purpose of the data and analysis, whether it is for a GRC or
long-term planning for infrastructure, the disparate forecasted demands are for the same
period. The analysis should be based on recent factual data regarding supply and demand
and should be expected to produce the same results for the same time period being
forecasted. The analysis presented in this report is based on the recent data regarding
demand and supply submitted by Cal Am to the Commission for authorization in its

current GRC application.2

46 A.21-11-024, Phase 2 Direct Testimony of lan Crooks’, Table 8, p. 67,
42 Cal Am’s response to Public Advocates Office Data Request DG-05, Q.1.a.

48 Cal Advocates has not yet completed its analysis of the supply and demand data filed by Cal Am in its
GRC A.22-07-001. By referencing Cal Am’s GRC forecasted residential and non-residential demand,
Cal Advocates is not conceding that such numbers are reasonable and justified. Instead, Cal Advocates is
referencing the numbers used by Cal Am in its GRC to highlight a discrepancy between those figures and
the figures in the instant proceeding.

13
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3. Non-Revenue Water

The forecasted demand for the non-revenue water is uncertain, 22 but can be met by
the 10% Supply Buffer of the water supply, as shown in Tables 1 and 2, above.22 2L
Forecasted Non-revenue water demand is uncertain because, for example, water demand
due to fires and leaks are unpredictable. Cal Am states that its 10% Supply Buffer is
necessary to account for “potential demand increases and supply fluctuations, including
demand for fire service and the need for protective water levels in the Seaside Basin,
among other future variables that cannot be anticipated with certainty.”22 Therefore,

non-revenue water demand, if needed, can be met by the 10% Supply Buffer.

4. Legal Lots of Record and Regional Housing Needs
Allocation

Cal Am’s 2030-2050 forecasted Legal Lots of Record demand includes single and
multi-family residential demand shown in Table 6, below.22 However, Cal Am’s 2025-
2050 Forecasted Demand already includes forecasted demand associated with the
Regional Housing Needs Allocation (RHNA). Cal Am assumed that no RHNA units
would be built on Legal Lots of Record.2* However, this assumption is unsupported and

unreasonable.

4 Non-revenue water includes “those components of system input volume that are not billed and produce
no revenue; equal to unbilled authorized consumption, plus apparent losses, plus real losses.”
A.21-11-024 Phase 2 Direct Testimony of lan Crooks’, Attachment A, includes document: 2016
Monterey Peninsula Water Management District, Monterey Peninsula Water Conservation and Rationing
Plan, Adopted February 17, 2016, p.37.

20 Based on Cal Am’s GRC A.22-07-001, 2025 non-revenue water is forecasted to be 264,394 CCF,
calculated as 607AF. See Cal Am’s GRC A.22-07-001. See Cal Am’s A.21-07-001 GRC 2025 Non-
Revenue forecast in workpaper ALL_CHO03_REV_RO_Water Production, tab Projected Wtr Prod WS-04,
Cell AH103.

2L For example, Table 1 shows Cal Advocates 2025 10% Supply Buffer calculated as 1,209 AF compared
to 607AF. See Cal Am’s GRC A.22-07-001. See Cal Am’s A.21-07-001 GRC 2025 Non-Revenue
forecast in workpaper ALL_CHO03_REV_RO_Water Production, tab Projected Wtr Prod WS-04, Cell
AH103.

22 A.21-11-024, Phase 2 Direct Testimony of lan Crooks’, p. 69, lines 7-10.
23 A.21-11-024 Phase 2 Direct Testimony of lan Crooks’, Table 5, p. 24.
2 Cal Am’s response to Public Advocates Office Data Request DG-05, Q.3.a.-d.
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Table 6: Comparison of Forecasted Legal Lots of Record Single and Multi-
Family Residential Demand 2030-2050

Cal Am Cal Advocates
Demand Category | 2030 2035 2040 2045 2050 2030 2035 2040 2045 2050
Single Family
Residential (AF) 59 103 147 190 234 0 0 0 0 0
Multi Family
Residential (AF) 35 60 86 111 137 0 0 0 0 0
Total (AF) 94 163 233 301 371 0 0 0 0 0

Legal Lots of Record include both developed lots that cannot be expanded or
modified and undeveloped commercial, industrial, and residential lots that cannot be
developed® due to the moratorium on new connections in Cal Am’s Monterey service
area.®® The RHNA plan®-2 determines, within an eight-year planning period, the total
number of housing units that each city and county must plan for.22 Cal Am states that it
“...assumes that no RHNA dwelling units will be built on Legal Lots of Record because
the potential overlap between RHNA dwelling units and Legal Lots of Record is
expected to be minimal when compared to the overall demand for Legal Lots of Record,
and it is uncertain there will be any overlap at all.”®> However, Cal Am has provided no
justification for why RHNA dwelling units will not be built on Legal Lots of Record.
Therefore, Cal Am’s assumption that there is no overlap between forecasted residential

Legal Lots of Record demand and RHNA demand is unsupported and unreasonable.

3 A.21-11-024 Phase 2 Direct Testimony of lan Crooks’, p. 16, lines 15-22.

% See D.11-03-048, which authorizes California American Water to implement moratorium on new
connections mandated in the 2009 Cease and Desist Order.

2 The RHNA plan is prepared by the Association of Monterey Bay Area Governments (AMBAG). The
Monterey and Santa Cruz County RHNA plan determines, within an eight-year planning period, the total
number of housing units that each city and county must plan for. For additional RHNA background
information see A.21-11-024 Phase 2 Direct Testimony of lan Crooks’, pp. 13-16. See also A.21-11-024
Phase 2 Direct Testimony of lan Crooks’, p.13, lines 18-20.

8 A.21-11-024 Phase 2 Direct Testimony of lan Crooks’, Table 5, p. 24.
2 A.21-11-024 Phase 2 Direct Testimony of lan Crooks’, pp. 13-16.
£ Cal Am’s response to Public Advocates Office Data Request DG-05, Q.3.a.-d.
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5. Tourism Bounce-Back
Cal Am’s projected Tourism Bounce-Back demand is not supported. The

recorded 2009 to 2021 consumption already accounted for tourism bounce back from
2008. Cal Am states that Tourism Bounce-Back refers to the expectation that once a new
permanent water supply is available, and the moratorium on new connections is lifted,%
occupancy and tourist visits to the Monterey area will return to levels prior to the 2008
“Great Recession.”®2 Cal Am bases its forecasted Tourism Bounce-Back demand on an
event that occurred fourteen years ago and does not provide sufficient justification for a
tourism bounce back to water demand prior to 2008.2 % Therefore, Cal Am’s forecasted

Tourism Bounce Back demand is not supported.

IV. CONCLUSION
Cal Am should have available supply for forecasted demand with WPA until

2040.

Cal Am should have available supply for forecasted demand without the WPA
until the year 2029.

Cal Am has not provided a satisfactory explanation for why its demand forecasts
in the current application are approximately 18% greater than its demand forecasts
subsequently submitted to the Commission in its current General Rate Case (GRC)

application.

81 See D.11-03-048, which authorizes California American Water to implement moratorium on new
connections mandated in the 2009 Cease and Desist Order.

52 A.21-11-024 Phase 2 Direct Testimony of lan Crooks’, p. 22, lines 8-11.
8 A.21-11-024, Phase 2 Direct Testimony of lan Crooks’, p. 21, line 21,

% A.21-11-024, Phase 2 Direct Testimony of lan Crooks’, pp.21-23, See also, Cal Am’s response to
Public Advocates Office Data Request DG-05, Q.4.
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STATEMENT OF QUALIFICATIONS - DAPHNE GOLDBERG

Please state your name, business address, and position with the California Public
Utilities Commission (“Commission”).

My name is Daphne Goldberg, and my business address is 505 Van Ness Avenue,
San Francisco, California 94102. | am a Utilities Engineer in the Water Branch of
the Public Advocates Office.

Please summarize your education background and professional experience.

| received a Bachelor of Science Degree in Civil Engineering from Santa Clara
University, a Master of Business Administration Degree from San Francisco State
University, and a Master’s in Civil/Environmental Engineering from University of
California, Davis. | received my Engineer-in-Training Certification in the State of
California, Certificate #141820.

My professional experience in my role as a Utilities Engineer includes work on
several General Rate Cases, water system acquisitions, and the review of Advice
Letters. Prior to joining the Public Advocates Office, my professional experience
includes work as a Staff Engineer at URS Corporation in the Civil Engineering
Group where | assisted the civil engineers and planners in infrastructure design
projects, development of project schedules and budgets and preparation of new
project proposals; and a position as a Design Trainee at the San Francisco Public
Utilities Commission where | worked on the Water System Improvement Program
in the Project Management Bureau on performance reporting documents related to
water resources planning, scheduling, risk management and operations.

What is your responsibility in this proceeding?

| am responsible for the preparation of the Report and Recommendations on
Cal Am’s A.21-11-024.

Does this conclude your prepared direct testimony?

Yes, it does.
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