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SUBJECT:  Articles of Collaboration

On December 19, 2006, the Division of Ratepayer Advocates (DRA) of the California Public
Utilities (CPUC), extended an invitation to interested water supply and management agencies,
municipal interests, and interested members of the public to participate in a unique project
planning opportunity: to collaborate on a regional plan to develop reliable water supplies and
water management programs in the Monterey area to benefit the publics in the region. That
opportunity was based on the understanding: 1) that the Monterey area lacked reliable and
adequate water supplies and 2) that the California American Water Company (Cal Am) was under
a regulatory requirement to replace a 69% of its water supply derived from wells in the Carmel
Valley.

Cal Am has been pursuing the Coastal Water Project as the preferred alternative to its earlier plans
to build a dam on the Carmel River. The CWP is based on the CPUC’s “Plan B”, a long term
water supply contingency plan for the Monterey Peninsula that identified a desalination project
and aquifer storage and recovery project as the preferred alternative to Carmel River Dam. Cal
Am presently has California Coastal Commission approval to construct a seawater desalination
pilot plant in order to begin to identify the most appropriate technological choices for an eventual
desalination plant.

Recognizing that Cal Am was moving forward with getting the needed regulatory approvals for
construction of its Coastal Water Project, and that perhaps a more economically and
environmentally beneficial array of projects and water management programs could be obtained by
forging a collaboration with regional water supply interests, DRA proposed to facilitate a series of
regional water supply planning dialogues and to include effected public and private entities. In
addition, the regional water supply planning dialogue is designed to include interested members of
the public as integral members of the dialogue group.
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Below we first address a number of questions that have been raised about this regional
collaboration and second we propose a few “articles of collaboration” or “ground rules” for
proceeding with the regional collaboration effort.

What Are Regional Water Supply and Water Management Program Alternatives?
Regional water supply and water management programs are comprised of many supply and
management components like shared supply distribution pipelines and region-wide aggressive
conservation and water recycling programs and projects. A regional water supply project can
include facilities that are wholly owned and operated by a single agency but have regional benefit
through marketing contracts, or conversely owned and operated by a consortium of agencies or
partners. Regional water supply projects do not have to be large-scale centralized facilities.
Regional projects and programs must simply exhibit broad regional benefits or occupy a position
as a component in a regional plan that, taken as a whole, has regional benefits. As such, DRA
does not view the “regional” approach as requiring one centralized regional entity to implement.
However, a Monterey Regional Water Resources Plan will require specific contractual and policy
agreements in order to be implemented. Thus, components of a beneficial and feasible regional
plan could very well be implemented through specific contractual relationships established
between two or more affected project sponsoring agencies. It will be the aggregation of these
specific project agreements that form the “regional” plan.

Why is DRA involved in this Regional Process?

DRA is mandated by state law to represent and advocate on behalf of public utility customers to
obtain the lowest possible rates consistent with reliable and safe service levels. DRA believes that
more effective, environmentally sound, cost saving, and regionally beneficial water supply and
management opportunities could be feasibly implemented by regional collaboration than the CWP
can deliver as Cal Am has proposed it. DRA further believes that through a regional collaboration
that includes water supply agencies, municipalities, and interested members of the public and
stakeholder groups, water projects and programs have a better chance to be implemented with
more community support and minimal controversy. Conversely, DRA believes that in the
absence of a regional collaboration Cal Am may have greater difficulty implementing the CWP.
The CWP could face many obstacles along the way including legal and regulatory challenges,
minimal public support, or other controversies. The potential risks associated with the CWP
implementation may be substantially minimized through regional collaboration and concord.
DRA’s objective is to identify politically acceptable water supply projects and water
management programs accompanied by implementation strategies that minimize such risks.
Moreover, in order to accomplish this goal, Cal Am is a needed partner and must be integral to
any water supply solutions that emerge from DRA’s regional process. DRA believes that the
present represents the most advantageous moment in Monterey history to find and implement a
regional water supply solution.

What is the Expected Result of DRA’s Regional Collaboration?



DRA expects the participants to put together a regional reconnaissance-level integrated regional
plan in collaboration with and with help from local Monterey area water supply and management
agencies and municipalities. The plan will bring together many supply and management
components and specify which agencies will take the lead on each project component and
management program alternative. Cal Am must be integral to the process and to the solution.
DRA expects that each agency will take the responsibility to introduce the project components to
their governing boards, garner implementation approvals, and forge the coordinating project
sponsoring and operating agreements needed to make their components of the regional project
happen. Essentially, DRA expects the process to result in realized alternatives that are regionally
beneficial plus leave Cal Am’s ratepayers better off than they would be in the case of the Coastal
Water Project. Moreover, DRA expects that the regional approach will result in broader public
benefits from reliable water supplies in the Monterey area as well as enhanced political and public
will to successfully implement the regional solutions.

How Can Monterey Area Citizens, Stakeholder Groups, Water Utilities, and
Municipalities Successfully Participate in DRA’s Regional Water Supply Collaboration?
All citizens, stakeholder groups, water utilities and municipalities whose interests and
responsibilities are in provision and use of water supplies in the Monterey area should be
involved in the regional collaboration. To best accomplish a feasible and beneficial regional water
supply reliability solution, these interests must be willing to perform a few basic collaborative
functions during the regional collaboration process:

1. Each participant must come to the table with the willingness to pursue a more beneficial
and reliable water supply for the Monterey region. Agency representatives should be
authorized to make decisions or be able to gain governing board agreement from their
agency to participate and potentially partner with other agencies in a project component.
Moreover, agency participants should have the legal authority to implement some
component of a regional plan. Moreover, each agency must maintain responsibility for
determining what is in the best interest of their constituents, customers, or stakeholders.

2. Each participant must be able to examine regional solutions from the broadest regional
perspective possible. In other words, each participant must be willing to seek the most
optimal regional solutions irrespective of agency boundaries, previous project plans,
organizational histories, or provincial animosities.

3. Each participant must limit the process dialogue and detailed debate to the schedule agreed
to at the start of the process. (The “Draft Schedule and Milestones” document
accompanies this “Articles of Collaboration” document.) Once the schedule and
milestones are established, participants agree to work toward the success within that
schedule.

4. While DRA is not asking for cost-sharing relationships with local Monterey agency
partners, DRA does hope that any technical planning analyses are needed will be done in
collaboration with the agencies’ technical staff and/or their consultants during this regional
collaboration process.



How Do We Get Started?

Please let DRA know of your desire and willingness to participate and to attend the first Regional
Collaboration Meeting, scheduled for January 31, 2007 at UC MBEST Center, located at 3180
Imjin Road, Marina, Ca. You may RSVP by contacting Catherine Borrowman at (831) 459-3288
or e-mail at chorrow@ucsc.edu.

For technical questions about the process and DRA’s role, please contact DRA’S representative
Diana S. Brooks

Supervisor - Water Policy

Division of Ratepayer Advocates

(415) 703-1445 (office)

(415) 250-5434 (cell)

Meeting Location

UC MBEST Center

3180 Imjin Road, Marina, CA 93933

Phone at the center is: 831.582.1020

From Highway 1: Take Reservation Road east through the city of Marina to the Imjin Road stop
light (~ 3 miles from Highway 1). Turn left on Imjin Road. UC MBEST is the first set of buildings
on the right, approximately 300 yards from Reservation Road.

From Blanco or Davis Roads: Turn right onto Reservation Road and proceed west toward the city
of Marina to the Imjin Road stoplight. Turn right on Imjin Road. UC MBEST is the first set of
buildings on the right, approximately 300 yards from Reservation Road.

For driving directions, go to MapQuest and type in the UC MBEST Center address shown above.



