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           1   MENLO PARK, CALIFORNIA, NOVEMBER 14, 2005 - 7:00 P.M. 
 
           2                         *  *  *  *  * 
 
           3         ADMINISTRATIVE LAW JUDGE MC VICAR:  Please come to 
 
           4   order. 
 
           5             This is the time and place set by the 
 
           6   California Public Utilities Commission for the public 
 
           7   participation hearing in Application 05-08-006 through 
 
           8   -013, the applications of California Water Service 
 
           9   Company for increases in eight of their districts.  I'm 
 
          10   Administrative Law Judge Jim McVicar. 
 
          11             We've scheduled this hearing here this evening 
 
          12   to receive public statements and understand the public's 
 
          13   view of the company's increase.  We have a court 
 
          14   reporter who will record your statements, and that will 
 
          15   be available to the Commission when it is making its 
 
          16   decision.  Also we've received a number of letters and 
 
          17   e-mails from the public and those are always available 
 
          18   to the Commission. 
 
          19             We have one speaker signed up this evening, 
 
          20   and that is Dr. Novak. 
 
          21             I'm going to shorten the introductions here a 
 
          22   little bit.  First thing I'm going to do is ask 
 
          23   California Water Service to explain what it is they're 
 
          24   requesting and why.  Then I'm going to ask the Office of 
 
          25   Ratepayer Advocates' representative to explain what it 
 
          26   is they do. 
 
          27             Mr. Smegal. 
 
          28                   STATEMENT OF MR. SMEGAL 
 
 
 
 
                      PUBLIC UTILITIES COMMISSION, STATE OF CALIFORNIA 
                                SAN FRANCISCO, CALIFORNIA 
 
 



                                                                     222 
 
 
 
 
 
           1         MR. SMEGAL:  Thank you, your Honor. 
 
           2             My name is Thomas Smegal, manager of rates for 
 
           3   California Water Service Company.  This is our general 
 
           4   rate case application that we filed in 2005.  The last 
 
           5   general rate case was filed in 2001 for this district, 
 
           6   and it resulted in a general rate increase of about 
 
           7   7 percent.  That was in September of 2003. 
 
           8             You have had a couple of different increases 
 
           9   since then.  The most recent being about a 2-1/2 percent 
 
          10   increase.  That was in January of 2005.  That is an 
 
          11   annual increase that is authorized in the general rate 
 
          12   case as part of an inflation sort of increase. 
 
          13             We are required by law to file for rate 
 
          14   increases every three years.  So this is a required 
 
          15   filing that we make.  We have to show the Commission all 
 
          16   of our expenses and all investments that we made in 
 
          17   facilities in the last three years, and what we expect 
 
          18   to make in the next three years.  We have asked in this 
 
          19   case for a $2,100,000 increase in mid-2006.  That is 
 
          20   about 11 percent increase.  And then following that with 
 
          21   about 5 percent increase in mid-2007 and mid-2008. 
 
          22             The primary reason for the rate increases are 
 
          23   increases in our plant investment in the system.  We 
 
          24   have some improvements we are doing to the treatment 
 
          25   plant.  We also put in major main replacements, 
 
          26   including one in Woodside Road.  You might have 
 
          27   remembered from last winter where the road was torn up 
 
          28   around 280.  Then we will also be replacing or fixing 
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           1   one of our large storage reservoirs.  So this increase 
 
           2   in plant investment is the primary cost increase in the 
 
           3   district and the reason, the main reason, for the rate 
 
           4   increase. 
 
           5             We are also asking if you would like to make 
 
           6   any comment you have on our Urban Water Management Plan. 
 
           7   This is a document that is filed with the Commission 
 
           8   with the rate case application.  You are welcome to take 
 
           9   a copy of it.  You can provide us with feedback at any 
 
          10   time at this meeting or later on in writing to the 
 
          11   company. 
 
          12             I appreciate you coming, and look forward to 
 
          13   hearing what you have to say about California Water 
 
          14   Service and the rate application. 
 
          15         ALJ MC VICAR:  Thank you. 
 
          16                    STATEMENT OF MR. YUEN 
 
          17         MR. YUEN:  Hi.  Good evening, Mr. Novak. 
 
          18             As I indicated earlier to you, my name is Ting 
 
          19   Yuen.  I'm here tonight representing the Office of 
 
          20   Ratepayer Advocates.  I'm a supervisor in the Water 
 
          21   Branch of ORA.  And then, you know, my section oversees 
 
          22   a number of proceedings, and this Cal Water rate case 
 
          23   happens to be one of them that is in my section.  The 
 
          24   project leader assigned to this proceeding, she could 
 
          25   not be here tonight.  So I'm sitting in for her. 
 
          26             Basically what ORA is is separate entity 
 
          27   within the Commission.  Our primary goal, purpose is to 
 
          28   represent the interest of the ratepayers and advocate on 
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           1   their behalf.  And what part of -- you know, that is why 
 
           2   our mission statement basically includes that the lowest 
 
           3   possible rates for service consistent with safe and 
 
           4   reliable service levels.  And that is our job. 
 
           5             So in doing that, what we normally do when the 
 
           6   company come in with their application and their 
 
           7   supporting workpapers, we assign a number of our staff 
 
           8   person to look at them.  They are accountants; CPA; 
 
           9   engineers, licensed; attorney, and analysts, economists 
 
          10   to look at it.  As a matter of fact, for this case we 
 
          11   have 10 analysts assigned to this eight-district 
 
          12   proceeding.  And what we do is we look at their 
 
          13   workpapers and try to understand why they are asking, 
 
          14   what they are asking, you know, the level that they are 
 
          15   asking.  Whether they need them. 
 
          16             We also conduct field investigations.  We come 
 
          17   to the district, look at all the facilities, then also 
 
          18   focus on what they are asking for and see whether in our 
 
          19   opinion and judgment, based on the facts.  And then what 
 
          20   we see after, whether they really need those facilities 
 
          21   in order to provide adequate service to the ratepayers 
 
          22   in that district.  And those are part of what we do.  We 
 
          23   analyze their -- what they are asking for in terms of 
 
          24   rate base, plants, additions, expenses, payroll, and 
 
          25   also their revenue levels that they are asking for.  And 
 
          26   then also the returns that they are asking for for the 
 
          27   investment.  Those are part of what we are looking for, 
 
          28   looking at in the proceeding. 
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           1             We also send them data request asking them for 
 
           2   additional information.  If we don't find that they have 
 
           3   enough, all the information that we are looking for in 
 
           4   their workpapers, you know.  After that, we sort of like 
 
           5   analyze based on our analysis.  We come to our 
 
           6   recommendations that -- we issue staff report.  For this 
 
           7   proceeding, our staff report is going to be issued on 
 
           8   December 19th.  And if you would like, we are more than 
 
           9   happy to send you a copy of that.  Then the staff report 
 
          10   would be provided to the Judge, the company, and then 
 
          11   all the interested parties, the Commissioners, so that 
 
          12   they could look at it.  And that is our recommendation 
 
          13   and our analysis.  And in their decision making they 
 
          14   would have in front of them our analysis and 
 
          15   recommendations on behalf of the ratepayers, you.  That 
 
          16   is basically what we do. 
 
          17             Your comments tonight is going to mean a lot 
 
          18   to us.  We definitely appreciate you being here and give 
 
          19   us your comments.  For this -- we do take them into 
 
          20   consideration when we analyze the information that is 
 
          21   provided.  Your information will give us the other side 
 
          22   of the picture that we don't get from the company.  We 
 
          23   really appreciate you being here tonight. 
 
          24         ALJ MC VICAR:  Thank you.  We also have Harriett 
 
          25   Burt with the Commission's Public Advisor's office. 
 
          26   Their function is to help members of the public 
 
          27   understand the way the Commission works so that they can 
 
          28   participate in the proceedings, if they wish. 
 
 
 
 
                      PUBLIC UTILITIES COMMISSION, STATE OF CALIFORNIA 
                                SAN FRANCISCO, CALIFORNIA 
 
 



                                                                     226 
 
 
 
 
 
           1             Off the record. 
 
           2             (Off the record) 
 
           3         ALJ MC VICAR:  Back on the record. 
 
           4             We have one speaker this evening, that is 
 
           5   Dr. Novak.  Dr. Novak, if you would please state your 
 
           6   name, and spell your name and tell us what community you 
 
           7   live in for the record. 
 
           8                    STATEMENT OF MR. NOVAK 
 
           9         MR. NOVAK: I'm Frank J. Novack, the name is 
 
          10   spelled N-o-v-a-k, M.D.  I live at 401 Fletcher Drive in 
 
          11   Atherton, 94027.  Go ahead? 
 
          12         ALJ MC VICAR:  Yes, sir. 
 
          13         MR. NOVAK:  I come to the Commission as an 
 
          14   interested citizen, and a 50-year citizen of Atherton 
 
          15   and a customer of the California Water Service.  I have 
 
          16   no comments to make -- I do have no comments to make 
 
          17   about the service up until some two years ago.  And at 
 
          18   that time, my understanding the mechanism for 
 
          19   eliminating pathogens from the water supply changed from 
 
          20   chlorination to the use of a compound called chloramine. 
 
          21   And the relevance of my observation about chloramine 
 
          22   relates to the problem that my wife has suffered from. 
 
          23             About a year ago, year and a half ago, she 
 
          24   began to have a skin condition, a dermatitis, which came 
 
          25   to crescendo about 2-1/2 months ago where she broke out 
 
          26   in a florid rash on her neck, her chest and her hands. 
 
          27   It was a very intense and severe reaction.  She saw a 
 
          28   dermatologist at the Menlo Medical Clinic, and brought 
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           1   with her a clipping from the San Francisco Chronicle 
 
           2   that related to the observations of some private people 
 
           3   about the possibility that chloramine is an agent 
 
           4   capable of producing a variety at clinical symptoms in 
 
           5   the public that uses the chloramine-treated water, which 
 
           6   is my understanding the California Water Service, as 
 
           7   well as a number of other municipal entities, use in 
 
           8   their chlorination of water. 
 
           9             Fortunately, the elimination of the use of 
 
          10   California Water Service by my wife has gradually 
 
          11   brought the dermatitis under control.  And with a 
 
          12   Cortizone like topical creme, she is able to sleep 
 
          13   through the night without the adverse feelings of the 
 
          14   intense itching and burning as well as the dryness of 
 
          15   her mouth that she was plagued by. 
 
          16             My question then is to the general proposition 
 
          17   that if there is some kind of connection between the 
 
          18   chemical chloramine and dermatitis, mouth lesions and so 
 
          19   forth, that have been attributed by some to chloramine, 
 
          20   what does the California Water Service as a provider of 
 
          21   water to my home think is a proper management for it? 
 
          22   It seems as if buying water from another source, which 
 
          23   I've never been obliged to do in the 50 years that I 
 
          24   have lived in Atherton, seems that that is a fairly 
 
          25   substantial and unnecessary burden for one individual. 
 
          26             I would ask them to know whether or not the 
 
          27   California Water Service or the Public Utilities 
 
          28   Commission or the advocate that is present have heard 
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           1   from others with similar kinds of observations of 
 
           2   responses to the purported use of chloramine by people 
 
           3   drinking the water that is provided by the California 
 
           4   Water Service? 
 
           5             I would appreciate very much knowing what the 
 
           6   future is likely to hold.  I realize that there is a 
 
           7   substantial investment in the material, the methods by 
 
           8   which it is given into the water supply.  What will we 
 
           9   as people subscribing to a public water service do in 
 
          10   the event of the establishment on a firm basis of 
 
          11   adverse and substantial reactions to the chloramine? 
 
          12   What will we citizens be able to do?  Revert to 
 
          13   old fashioned chlorine or some other mechanism?  These 
 
          14   are things that I think that it is appropriate for a 
 
          15   Public Utilities Commission, the supplier, California 
 
          16   Water Service and other such agencies up and down the 
 
          17   State of California. 
 
          18             I hope that it is an exception to the rule 
 
          19   that my wife has been plagued in a severe kind of way. 
 
          20   But I suspect that it may not be so, judging from the 
 
          21   appearance of clinical symptoms within the period of 
 
          22   time that chloramine has been used to treat water 
 
          23   supplies up and down the State of California. 
 
          24             I have no objections to the application for 
 
          25   rates.  I hope that the pipes stay in good condition and 
 
          26   that the use of plastic pipes instead of cast iron pipes 
 
          27   is a good answer to long-term maintenance.  But I do 
 
          28   have concerns about the adverse effects of a chemical 
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           1   which is in my family producing what I believe to be an 
 
           2   undesirable outcome.  Thank you. 
 
           3         ALJ MC VICAR:  Thank you, Dr. Novack. 
 
           4             Rather than get into a back-and-forth 
 
           5   discussion on the record, what I'm going to do in a 
 
           6   moment is I'm going to go off the record, and we can 
 
           7   have whatever discussion you would like.  When we come 
 
           8   back on, you can summarize and the company can summarize 
 
           9   and the staff can summarize what it is we discussed, if 
 
          10   they would like to do so.  So we will go off the record 
 
          11   now. 
 
          12             (Off the record) 
 
          13         ALJ MC VICAR:  Back on the record. 
 
          14             While we were off the record the California 
 
          15   Water Service representative described California Water 
 
          16   Service's use of chloramine.  And the local service 
 
          17   explained that it's there to meet EPA requirements. 
 
          18   That he is also aware, the company is also aware, that 
 
          19   there are others on the Peninsula system that have 
 
          20   suffered from what they believe are symptoms from what 
 
          21   they believe are the same cause of chloramine treatment 
 
          22   of the water.  That there is no simple and inexpensive 
 
          23   point-of-use treatment.  That reverse osmosis is the 
 
          24   treatment, and that can be quite expensive to treat 
 
          25   water for domestic use. 
 
          26             Does anybody have anything else to add to 
 
          27   quickly summarize? 
 
          28             (No response) 
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           1         ALJ MC VICAR:  Dr. Novack, do you have anything 
 
           2   else you would like to state on the record? 
 
           3         MR. NOVAK:  No.  I recognize a calamity when I see 
 
           4   it.  It has arrived in our household, and I only hope 
 
           5   that I will be able to compensate for the possibilities 
 
           6   on my own without reverse osmosis investment. 
 
           7         ALJ MC VICAR:  Thank you.  We have no other public 
 
           8   speakers here this evening.  In fact, no other members 
 
           9   of the public at all.  The time is now about 7:15.  And 
 
          10   I'm going to go into recess until and unless additional 
 
          11   members of the public show.  We are in recess. 
 
          12             (Recess taken) 
 
          13         ALJ MC VICAR:  Please come to order. 
 
          14             The time is now 10 minutes until 8:00.  No 
 
          15   additional members of the public have shown up, so we 
 
          16   will adjourn.  Thank you very much. 
 
          17             (Whereupon, at the hour of 7:50 p.m., 
                     this matter having been continued to 2:00 
          18         p.m., November 21, 2005 at Lucerne, 
                     California, the Commission then 
          19         adjourned.) 
 
          20 
 
          21                         *  *  *  *  * 
 
          22 
 
          23 
 
          24 
 
          25 
 
          26 
 
          27 
 
          28 
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