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BRESQLUTION

(Res. W=3664) L[EL ESTE WATER COMPANY (DEWC). ORDER
AUTHORIZING (1) TREAIMENT AND DELIVERY AGREEMENT, AND
-(2) THE ESTABLISHMENT OF A MEMORANDIM ACOOUNT TO
RECORD: EXPENSES: ASSOCYATED. WITH THE REPLACEMENT AND

EACHEROOND

By Advice Letter (AL) No. 127, filed April 24, 1992, DEWC requests authority
to execute a Treatment and Deli vexry Agreement (TDA) with Modesto Irrigation
District (District) and the City of Modesto (City). Subsequently, by letter
dated June 23, 1992, DEWC requested authority to establish a memorancm
accamttoreco:dacpawhwred for the removal and disposal of spent
. carbon. DEWC serves approccdmately 18,000 customers in the ¢ities of Modesto,
Waterford and: Turlock and: xm:imozporated amas of Stanislaus Catmty :i.ncluding
Enpire, Salida, Grayson and I-nckman. :

m&qﬁmmr

The Cormission, by Decision 91-12-053, authorized DEWC to execute a Memorandum
of Understanding among DEWC, the Modesto Irrigation District, and City of
Modesto for the purpose of constmctm; a major water project which will
enable the District to deliver 30 million gallons of treated surface water per
day, and up to 60-million gallons per day ultimately to the City and DEWC.
Oxdering Paragraph 2 of this decision states:

"Del Este may cbtain authority from the Camission to execute
the Treatment and Delivery Agreement (TDA) by £iling an advice
letter with the Commission at such time as Del Este, the City
of Modesto, and the Modesto Irrigation District finalize the
texrm of that agreement. Branch will evaluate the conditions of
the TDA and provide it.s recommendation to the Commission in the
form of a resolutien." :

DEWC with its AL 127 subnu.ttadacopyot'.tﬁksignedbythemstnctandthe

City of Modesto officials. The Water Utilities Branch’s (Branch) review of

- the proposed TDA indicates that it basically covers all the provisions of the

- Memorandum. of Understanding -approved by the Camission and cther minor items
_included: to- clarify the working arrangements of TDA are reascnable.. .

- Therefere,. theBranchreccmmdstImt DEWCbe author:.zedtoexecuteﬂmm;n, '
. &xe :orm S\MittadmthAL 127.‘ PN , 4 . ,




'Resolutioan-BGGéf :
DEWC/AL 127/RUT/JSS:TLT

On December 19, 1990, DEWC was authorized by Decision 90-12-053 to increase
its rates to offsmet the costs of wellhead treatment for reduction of
Dikramochloropropane (DBCP) in eight of its wells. DBCP is a soil fumigant
that was used widely as a pesticide for contxol of plant worms until it was
banned in 1979. It is Jnown to have caused sterility in male workers involved
in its mamfacture. DECP treatment process consists of a caxrbon absorption
process and requires frequent replacement of carben.

Rates authorized by D.90-12=053 were designed to enable the oanpanyto recover
the prepaid cost of the carbon over a 36-month period; however, en

June 1, 1992, only 17 months into the amortization period, test results
~indicated that DEWC may have to replace carbon at scwe of its well sites which
pravidewatersexvicetoammberoflugefoodpmcessomtmtbegmseasanal
processing in early July. — Without these wells -In sexvice, it will be

virtually impossible for DEWC’s water production €o Keep up with the demand of
the food processors..

costsrorﬂwmcarbonuﬂdiéposalozmorigi:mlmcarbmare
estimated to be approximately $45,000 per well site. Additional well sites
,amacpectedtorequirereplawmta:ﬂdisposalofspmtcarbminﬂmmar
future..

This resolution would authorize DEWC to record i’.n a memorandum account the
expenses associated with the replacement and disposal of the spent carben
(including engineering, 1 and cther related costs) at ¢ St. Empire,
Mariposa East and Valley Lift East and for the remaining wells which may

early replacement of the carbon incurred after the effective date of
this resolution. To allow DEWC to collect expenses that it incurred prior to
the effective date of this resolution would constitute retroactive ratemaking.
Costs, those incurred after the effective date of this resolution, oould then
be. imorporated into DEWC’s next general rate case which is scheduled for
Jamary, 1993 undexr the Commission’s rate case plan.

The recording of these expenses in a memorandum account does not constitute a
prejudgement of the appropriateness of recovery of any expenses. included in
the memoranchm account. The purpose of authorizing this memorandum ascount is

tommthatmismtprecludedm:ecwermgmmord:mrya@mm
incurred for the carbon replacement and disposal.

Because rates are unaffected by the creation of a memorandum account and
parties will have an opportunity to review the recorded items in the next
general rate case, it is appropriate to-authorize the establistment of a
_ ﬁmammmmwmmwwiﬂamc&mmphmt

1. Del Este Water Ccarpany's execution of TDA would be reascnable and prudent
and in. the best interest of its customers. ’

Z.RecemtestresultshaveshmmthatDMmayhavetomplaoecarbm :
¢ utilized at DBCP treatment.facilities at same of the well: sitespzi.crto the
. thirty—six mont.h :.m:e:val est:ablished in D.90-12-053... Con
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3. The wells requzrlng carbon replacement provide service to a mumber of large
tccd‘pmauxxors..

4. DEW:Ims,remxﬂnxd.theleﬂmbluﬂmﬁmm.cr a:mmrman&xnacccunt'bc:x:cca
enxrses:uxmrnaitcr1ﬂw cumnn:xplmumem:andttmpmad

5. The estumﬂwd«zxms tdrrmm*cmﬁ:m andcth;:sal ct'duecragﬁwﬂ.spent
ca:bcnva:e apprcxnraxely sas,ooo pez; well sxte.

'zr:swxuinsotmat.

. Del Este Water Conpany is authcrxzed to execute the Treatment and Delivery
Agrecment in the form submitted with Advice Letter No. 127, and to perform its
ebligations in accordance with terms and conditions therec:.

2. Del‘Esbav%nxm'Ommxmw 15:mﬂhcr1zcﬂtx>estdbluﬂmaxnemcmuﬁhm.acuxmm'u>
record the expenses related to the replacement and disposal of spent carbon.

The expenses to be included in'this account: mmzcnhythcuzthataxe:mcmrﬁd ;
aﬁxm'ﬂuzeﬁ&nmmmzﬁuwzqtthu;:esdunucn.

3. DdlEste‘kmeermxww'ﬂualxmminythevmzartmxhwuesﬁmamﬂxbyJetux'

'-wmamzt eﬁwblu&ms sxﬂxa:mm:mumhmtacumum

4. mhe emgauxs-shaxlrn nmnewadlq(tme,stazf:u1:EWC’srwmx.qaxuza rate

case and to the'extent mmrﬂ.ma&xxmblelarthe ccmmuzdcn,:marbeealcmxitc
he:mxxwaﬁﬂ umrmxs o ,

5N expenses’ incurred pr:cr'tc the efzectxve date of. this rescIutacn shallf
'be:xncnkﬁ.umthencmmnmdmnac:xmt., o

6. Thls-rcsclutlcn Ls etfectxve tcday.

I cert;ty that this. resclu:;cn was adqpted by*the Publzc‘vtxlltaes Cormission f
at its regulax: meet;ng on Auguct 12, 1992. . The: :cllcwzng Ccmm;SSLcners
approved it: - - “
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DANIEL Wm. FESSLER

: President
PATRICIA M. ECKERT .
NORMAN D. SHUMWAY -
o Commassicners

Ccmmxssxoner Jchn B. Ohanian,
being necessarily absent, did
not partic;patc.




