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On July 1, 2007 California Waler Service Gompany (Cal Waler) filed Application 07-

07-009 reqﬂastinf rale increases in the SALINAS district of $5,119,70C or 28.8% in July
2008, 53,636,800 or 16.3% i July 2009, and $2,271,263 or §,7% i July 2010. As part
of the hsarng, Cal Water 1s also seeking your comment on ils Urban Water
Management Fian fited with tha Application. Coples of the plan are avaiiabie from Cai
Water's offices and will bs provided at the hearings. :

-Cal Waleri5 proposing this increase due tc ihe following factors:

= Cal Water's capitai improvement program will add $33.5 miflion in ubitity plant
from July 1, 2005 through June 30, 2010.

= Cal Water's banelits cests.for health care, pension, and retiree health care have

Signanire

increaggd faster than the general rata of inflation,

+ Cal Water faces higher purchased walar costs due 1o the addition of more Hasin
Waler wallead treatment facililies that are accountad-for as purchased waler costs,

» Cai Water's general operating cosis for administrative salaries, insurance and
regulatory compllance have increased. These costs are affocaled 16 the gperaling
distsicls, i :

* Coniracted mainlenance cosls have incraased,

The following table shows Cal Water's forecasled rale changes by connection
type: .
ihly Het "
h;‘;'aﬁcz c;:é": : Fates Proposed in Cal Water's Apglication
Tefer Sizes Prasen! Halss 712008 Rates  Y/1/2000 Rztes 7172010 Haltes
58 x 34-inch $11.64 855,00 §17.44 518.98
%elnch §17.46 $22.50 §26.18 $28.44
t-inch 529.11 537.50 $43.61 54741

tlzinch $54.53 §75.00 8721 56481

2-inch $83.98 §120.00 $130.54 S15170
Binch $161.43 - §225.00 $284.64 52084.44
dinch $201.08 - §I5.00 $436.07 SATOT
Bingh .. i AL $750.00 savA se4m.14 -
Binch ¢ - $796.85 - $1,153.19 ©OST34L00 $1,457.86
1G-inck - 51,3897 $1.72500 §2,005.92 $2,180.73

e L SHELI L 5247500 $2.676.08 §3,12087
) 144nch 5261873 - LRI $3,924.63 §4,256.64
-Quanlity Charges - S
~ (PerCcf) : ) . '

Polable Water Tier { 52334 $1.5924 $1.8455- $2.0084

‘[the Catitermie Public ‘Utilities . Commissien (CPUC} will hold a Public

Participation. Hearlng (PPH) on the above application #iling. in Salinas CA, on
Thursday, Novembar 28, 2007 at 7:00 pm, in the Salinas Community Center, 948
Main Street, Sallnas CA. The purpose of the hesring is to allow customers of
Cal Water to present thelr views and comments on the proposed Increases and
any other aspect of the company's operations.
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The rates shown do not include the effect of an increasing block rate structure that is
expected to be approved in another proceeding. You will be provided notice of any
proposed conservation rate design when that is proposed.

Cal Water's Proposal : s .

Under Cal Water's proposal, rates for each year would become effective on July 1.
Rate increases for 2009 and 2010 are derived. using nflation factors provided by the
CPUC. The factors used to calculate rates in these years will be the most recent inflation
at that time. In accordance with the CPUC's rate case plan, Cal Water has reguested
authority from the CPUC to increase its rates for 2009-2010 and 2010-201% by actual
milation without further notice to customers. This means that i milation is grealer than
assumed here, rates for fiscal years 2009-2010 and 2010-2011 may be higher than shown
“in this notice.

= Almost all residential customers in the Salinas District have 5/8" x 3/4" maters.
The average customer uses about 14 Cof of water per month and would see their
monthly water bill increase by $8.24 or 28.5% from $28.91 at present rates to
$37.15 in mid-2008, of $6.13 or 16.5% to $43.28 in mid-2009, and of $3.80 or
8.8% to $47.08 in mid-2010. . .
«  The effact on your water bill will vary depending on whether you use more
or less water than these averages, or if you have a meter larger than 5/8" x
3/4°, : . R .
The rates shown on your monthly water bill may vary slightly from the existing rates
shown abave due to temporary surcredits or surcharges currently in effect in your area.
In addition to the general rate increase, Cal Water's application requests to return o
customers a balance in the water supply balancing account of $403,717. To raturn this
. amount Cal, Water 15 proposing surcredits” of $1.2256 per cuslomer for 12 months 1o
amortize the balance. -Cal Water's application also requasts the recovery of the balancg'in—
the general office synetgies memorandum account of $119,650. To recover this amount
Cal Waler is proposing a surcharge of $0.37 per customer per month for 12 months 1o
amortize the balance. '
- CPUC Process

The CPUC's Division of Ratepayer Advocates (DRA) will review the Application and
submit its independent analysis and recormendations in written reports for the CPUC's
consideration. Once completed, the report is available to the public upon request, or by
downloading from DRA's website. DFA consists of engineers, auditors, and other
professional staff who represent the long-term inferest of all ulility ratepayers.

Evidentiary hearings will be held whereby parties of record will present their
testimony and wili be subject to cross-examination before the assigned Administrative Law
Judge (ALJ). These evidentiary hearings are open fo the public 1o altend and listen, but
only parties of record participate in-the actual evidentlary heanng. Parlles ai these
hearings may offer proposals to the CPUC that differ from those proposed by Cal Waler.
After considering all proposals and evidence presented during these formal hearings, the
ALJ will issue a draft proposed decision: In its final decislon on this application the GPUC
may adopt all or part of the- ALJ's proposed decision.

- Public Advisor's Office and Public Comment © §

- It you would like to protest this filing - or présent your comments on the proposed
application filing you may do so by contacting the. CPUC's Public Advisor's Office at:
CPUC, Public Advisor's Office, 505 Van Ness Avenue, San Francisco, CA 84102, or by
email to public.advisor@cpuc.ca.gov: You may also call B66-849-8330 (toll free} or 415-
703-2074, - T g : :

if you are unable to attend the PPH, you may submit written comments fo the Public

© Advisor at the address listed above. Please reference the application {A.07-07-001) whan :
wriling to the CPUC, All comments received are circulated to the assigned Commissioner
and ALJ in this proceeding for review, and also sarve as formal comments. s

‘i you are -attending the hearing, -and -need specidlized accommodations please ..
cantact the CPUG's Public:Advisor's Office at the phone number fisted above at leasi 3-5
working days in advance of the hearing. . -

A copy of Cal Water's Appiication and further information may be obtained from the
company's local offices by calling {831),757-3644. You may also contact the company's
headquarters at 1720 North First Street, San. Jose, CA 95112-4598, or hy cailing (408}
367-8200. .
CALIFORNIA WATER SERVICE COMPANY.

November 3.-2007 _ (L1208}
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SALI NAS, CALI FORNI A, NOVEMBER 29, 2007 - 7:00 P. M
Xk ok x *
ADM NI STRATI VE LAW JUDGE MC VI CAR: Pl ease come to
order.

This is the time and place set for the public
participation hearing in Application 07-07-001 before
the California Public Utilities Comm ssion. That is the
application of California Water Service Conpany for rate
i ncreases in various districts, including its Salinas
District where we are this evening.

' m Adm nistrative Law Judge Jim McVi car.

The Comm ssion schedul ed this hearing here
this evening to receive your comments on the proposed
increases. Anyone wishing to express their views wil
be able to make those.

We have a court reporter here who will record
your statenments, and they will be available to the
Comm ssioners in making their decision.

Al so, the Comm ssion has received many letters
and e-mai |l s about the increases. Pl ease be assured that
if you' ve written to the Comm ssion that those will also
be available to the Comm ssioners and to the
Adm ni strative Law Judge in making their decision

Everybody who would Iike to speak this evening
shoul d be signing up in the back. So far | have four
fol ks who have signed up with the Public Advisor's
t abl e. If at any time this evening you haven't signed

up and decide you would |ike to speak, you are free to

PUBLI C UTI LI TI ES COMW SSI ON, STATE OF CALI FORNI A
SAN FRANCI SCC, CALI FORNI A
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go ahead and sign up at any point. | will not |eave if
anybody wants to make a statenment. You will have an
opportunity to make that statement.

We have from the conpany and the staff this
evening two individuals and some other folks that they
will introduce to explain what is happening with this
rate increase. The first person | will call on is
M. Stan Ferraro with California Water Service.

M. Ferraro will explain, if he would, what the company
is asking for and why. M. Ferraro.
STATEMENT OF MR. FERRARO
MR. FERRARO:. Thank you, your Honor.

As the Judge has said, we are here to receive
your input.

The conpany has filed for a rate increase. It
did so back in May. The Public Utilities Comm ssion's
rate case plan requires |arge water conpanies to file
rate increases once every three years. It has been
three years since our l|last rate increase. The anount of
the increase that we are asking for the first year is
approximately $5 mllion, or 29.7 percent, with smaller
i ncreases in 2008 and 2009 of about 16-1/2 percent and
8.8 percent.

Those increases are being driven by a nunber
of itens. Capital inmprovenments, we made proposals for
seven new wells to replace some of our aging wells, as
wel |l as some additional storage facilities, and some

treatment facilities. And then cost increases

PUBLI C UTI LI TI ES COMW SSI ON, STATE OF CALI FORNI A
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associ ated with a nunmber of things, enployee costs and
benefits have increased. And so, anyways, those are
some of the key reasons. There is some material, and we
can provide additional material if there isn't enough
for everybody to | ook at.

Al so, this is a hearing to receive any i nput
on our Urban Water Management Plan. This is a copy of
t he Urban Water Managenment Plan. There is some other
copies there. W can receive your input tonight, or if
you haven't had a chance to |look at this, you can write
in and provide us your input. This is a requirement
t hat we have an opportunity for you to review the Water
Management Pl an every five years. So that is part of
t his proceeding.

"Il give you a little bit of background on
how t he process works. It takes a little over a year
from when we file initially with the Comm ssion. As |
said, we filed last May. The Comm ssion's staff then
reviews our filing. Once they determne it is conplete,
they allow us to file the formal application that took
place in July. And then there is a process which DRA's
staff representative will talk about in which they do a
review, issue a report. Then there is public hearings
to go over the issues in the proceeding. There can also
be intervenors, menbers of the public, in addition to
the staff. And thus farther there are two. None in
Salinas, but in other districts there are two.

Finally a decision is issued by the

PUBLI C UTI LI TI ES COMW SSI ON, STATE OF CALI FORNI A
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Comm ssi on. It is scheduled for July of next year. So
rates would be scheduled to be effective July 1st, 2008.

A couple of other things |I should tal k about
is with respect to water conservation. W have proposed
a change in the rate structure. Currently you pay one
rate per unit regardl ess of how many units are used.
We've proposed an increased block rate to encourage
wat er conservati on.

There are three rates, depending on how nuch
wat er you use. The initial rate would be | ess than what
you pay today. The next rate would be higher, close to
what you woul d pay today, and then the third rate would
be higher still. The idea being that the more water you
use, the nore you would pay per unit to get a price
signal that water is a valuable comodity, we do need to
conserve it.

At issue is being considered actually in two
proceedi ngs. W' ve proposed it in this general rate
case for Salinas, but we also have it before the
Comm ssion in another proceeding where we've actually
asked to make this change for all our districts. And
the Comm ssion is considering that now. The expectation
is that probably the first part of next year the
Comm ssion will act on that reconmmendati on.

Addi tionally, we've asked for a significant
increase in spending for conservation programs. These
are all cost-effective prograns whereby the cost of the

program wi ||l be nmore than made up for in a savings in

PUBLI C UTI LI TI ES COMW SSI ON, STATE OF CALI FORNI A
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the cost to produce the water. So initially rates wil
go up as a result of the conservation program spendi ng,
but this will be offset by savings in the future.

So that pretty much summari zes our proposal.

And "1l turn this back over to the Adm nistrative Law
Judge.

One thing, | wanted to introduce Jim Smth.
He is the local district manager. And we also have a

number of operation, engineering, water quality
representatives of the conpany here. And they will be
able to answer questions either during this public
meeting or afterwards. We will stay here to answer any
guestions you m ght have. Thank you.

ALJ MC VI CAR: Thank you, M. Ferraro.

"' m now going to turn to the Comm ssion's
expert staff. Jose Cabrera is representing the staff
team this evening who will be | ooking at auditing the
company's request. They will be making a presentation
as well. "1l ask Mr. Cabrera to explain about his
team and what they do.

STATEMENT OF MR. CABRERA
MR. CABRERA: Can everybody hear me without this?

| don't think |I need this.
Has everybody heard about the Division of
Rat epayer Advocates, or DRA? W hear the term
"Comm ssion staff" often, but that is a little bit
nebul ous and vague. W are not really Comm ssion staff.

The Comm ssion has a staff in different departments, so

PUBLI C UTI LI TI ES COMW SSI ON, STATE OF CALI FORNI A
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it is very inmportant to make a distinction.

We are the Division of Ratepayer Advocates,
and we are a quasi, almst independent division within
t he Conmm ssion. W have our own budget, we have our own
| egal staff, and our own director.

Our job is to represent the interests of the
rat epayers, or consumers. What that means is our
purpose is to advocate for the | owest possible rates
consistent with safe service, reliable service. So
there is a bit of a balancing act there. W don't
advocate for the cheapest rates at the cost of absence
of reliability. That would be one extreme. That is a
little bit of a confusion some people have. The | owest
rate doesn't mean the safest service.

When a company cones in with a rate case, what
they are doing they are presenting a forecast prediction
of the future. What will they spend for all their
expenses, how much they spend for plant, equipnment,
pensi on and benefits, all the costs involved in running
t heir business, and make a prediction or forecast into
the future. And when they add up all the expenses, it
comes up with a rate, a price for the compodity for
wat er .

So our job is to ook at, well, what is in the
forecast, how do they get to the forecast, and did we
whittle it down. Can we bring it down so that the price
that is ultimtely charged or adopted by the Comm ssion

is |lower than what they ask. And it is very conmon. I
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see people get very surprised, shocked, or noved by
initial proposals made by an application. | al ways tell
everybody it is just a proposal. When we go in there
and do our investigation, what comes out in terms of a
final decision is typically very different from what
they ask for in the application.

Now, briefly, what do we do? We literally
investigate, | hate to use the word "audit," but it is
al nost an audit of their proposal. It is not exactly an
audit, because we don't go into books and records and
make an exam nati on of financial statements. \What we do
however is | ook at some historical numbers or expenses
to give us a little indication about the credibility of
their forecast or prediction into the future. Just |ike
predicting a budget for your own food. You | ook at what
did | eat in the |last year. You are trying to project
into the future. Say you had a party to plan for how
much food did | eat, or how much turkey did | eat at the
| ast Thanksgi vi ng di nner. You try to make a prediction
of the past. That is what we do, in part. W |ook at
the historical expenditures for plant and equi pment and
expenses. And we | ook at what circunmstances have
changed. What is the economc reality of that of the
moment of the application as presented in the
application. And we try to make a determ nation is the
forecast reasonable, is the prediction reasonable in
light of the facts.

After we do a thorough investigation, we come
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up with our independent recomendati on for what we think

their cost of doing business should be into the future

year. We come up with our proposed revenue requirement,
t he proposed rate you pay for water. We will issue a
report out around January. It will be avail able on our
website.

Typically we do get together before the
hearings and have a session, settlement conference where
we try to negotiate an agreenment. It is very conmon.
What ever issues we cannot agree to, we go to hearings.
Then all the issues are litigated, and an Adm nistrative
Law Judge makes a deci sion.

| s there any questions about the process, what
is our job, and the process that we are engaged in?

(No response)

MR. CABRERA: Any questions, feel free to ask me.

MR. ADCOCK: Sinply, your staff is going to be
auditing Cal Water service the same as Salinas division
as well as the others in the sane rate case?

MR. CABRERA: The same team ' mon the team
' m one of the project coordinators. W are review ng
all of the eight districts separately, because
technically there are eight different profit centers,
eight different rate centers.

MR. ADCOCK: You have 12?

MR. CABRERA: Approximtely 12. | didn't take a
count .

ALJ MC VI CAR: Thank you, Jose. | would also Iike

PUBLI C UTI LI TI ES COMW SSI ON, STATE OF CALI FORNI A
SAN FRANCI SCC, CALI FORNI A




© 0O N O o b~ W DN Bk

N N RN N N N N NN R B R B R B R R R R
oo N o o M W N P O O 0o NOo 0ok OWN -, O

132

to call your attention to the fact that we have two
representatives here this evening fromthe Comm ssion's
Public Advisor's office. Those are the two | adies at
t he back of the table. The Public Advisor's function is
to help the public understand the Comm ssion's
procedures if they want to get involved in the
proceedi ngs. So if you have any questions about the
procedures, they are good folks to talk to. They have
some brochures and so on that are very informative.

Okay. Pl ease note that tonight's hearing is
not a question-and-answer session. Our reason for being

here is to take your statements for the Comm ssion's

records. However, if at all possible, | want to make
sure you do get answers. | f you have questions that
arise -- sometimes if you do that while you are making

your formal statement on the record it gets into
back-and-forth di scussion. It is very difficult for the
reporter, and unhel pful to the Comm ssi on. I f you ask a
guestion while you are making a formal statement for the
record, 1'll make a note of that question, then we wil
come to it at the end of the list of speakers. Ri ght
now | only have four speakers, so that possibly won't be
too | ong.

Al so both the Comm ssion and staff and | wil|l
be avail abl e when we recess. And we will be happy to
engage in one on one with you if you have any questions
or want to express any sentinments. But | would urge you

to make your statenments on the formal record for the
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reporter to take back so that the Conmm ssioners and

the

Adm ni strative Law Judge assigned on the case will have

access to those.
Okay. Let me rem nd you that the court
reporter has probably the nost difficult job in the

t hi s evening. She has to make a verbatim transcri pt

room

of

all the statenments and the discussions as |long as we are

on the record. And that is tough. So | rem nd you
speak slowly enough that she can get it down correct
and clearly, if you would, please.

Toni ght we have a short |ist of speakers,
' m not going to set atime I[imt as | sonmetinmes do
a long list. But | do reserve the right to ask you
wrap it up if it looks Iike it is going to take
i nordi nately | ong. | won't define that. W are
generally pretty |enient.

The first speaker | have this evening is
Charles M Sl oan of Salinas.

M. Sloan, if you would please state your

to

Iy

S0
wi th

to

name, spell your name, and tell us what area you live in

for the record.
STATEMENT OF MR. SLOAN
MR. SLOAN: Charles M Sl oan. Greetings,

everyone.

| live in Salinas, California. And |I'm an

i ndirect ratepayer.

' m not here to oppose the proposed increase,

and I'm not here to have it accepted. | would just

i ke
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to, if I could, present some FYls, for your information.
| wrote some things down on a Dry Erase Board,
if that would be okay, your Honor, for me to use that?
ALJ MC VI CAR: That is fine. Just keep in m nd

that the reporter really can't get that down.

MR. SLOAN: | understand that. Wuld it be
appropriate if | could put that forward somewhere?

ALJ MC VI CAR: | don't have a problemw th it, or
you can hold it. Ei t her way.

Off the record.

(Off the record)

ALJ MC VI CAR: Back on the record.

MR. SLOAN: | found out about the meeting tonight.
| was at my in-laws' house. | came across a classified
ad in the Salinas California newspaper Saturday,

Novenmber 3rd, 2007. And it had a notification of public
partici pation hearing.

My in-laws who can't be here tonight, they are
elderly, | would like to represent themas well. They
are ratepayers here in Salinas. They are direct
rat epayers. | am an indirect ratepayer. \What an
indirect ratepayer means is |I'm submetered, so nmy bill
doesn't come directly from Cal Water. | get a bill from
the master meter people. They break it down, and I'm
t he subpayer person.

| have a wife and famly.

| want to say greetings. | can't remenber

everybody's name, your Honor, Jose, Stan, Jim Thank
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you for the service you provide. | want to say that to
Cal Water.

| wrote some things on the board here.
believe these are factual things to the facts that |
have. And November of '98 | was paying for a Ccf, that
is the unit, | was paying .88290 per unit. And there
was al so a customer charge on ny bill of $9.26. In 2005
the rates started goi ng up.

Now, |'m not opposing the rate hikes. The
rates started going up. And if one wants to review
that, | believe those are factual figures. These are ny
rates and no one else's rates. | don't know how
everybody else's rates are affected. My rate went up in
2005 to the rate that is posted there, .919. It went up
again in 2005 to 1.0092. It went up in 2006 to --
excuse me. It didn't go up at first in 2006, but you
will notice that nmy customer service charge dropped off.
It had been going up 9.26, 10.10, 10.30. I think it
dropped off to zero. That is why | pay no meter fee
right now, no customer service fee right now.

My rates have continued to go up from 1.0092
to 1.22330. Then to 33.09 in 2007, September of 2007.
And then my rates currently and the current bill. \Wen
| get my bills, the rates are for a previous period, so
the split months and the rate is now at 1.29440.

| pay a city water tax of 6 percent, and | pay
a PUC water expense of 1.5 percent. My 1.5 percent was

rai sed as of 7/15/07 from 1.4 percent to what it is
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current, 1.5 percent. | did some math there. | took
the figures from 2004, from September of 2004. I
doubled it, and it came to be 1.7658 per unit, per Ccf.
If | doubled what | was paying for the customer charge,
9.26 came to be at the bottom 18.52, $18.52.

| have this article in the paper based on what
the new rates are. It appears to me that the new rate,
which is proposed for 7/1/2010 will be 2.0084 per Ccf.
And that the meter rate for what a person |like nyself
m ght have will be 18.96 per month.

So | did sonme cal cul ati ons. My mat h woul d be
that | use about 19.75 on average Ccfs per month. So |
just did some figuring here. And it came to be if |
mul tiply 19.75, it came to be 39.6659. And then | added
an 18.96, that canme to be 58.6259. | did sonmething el se
that is reported in there. The rates that are reported
in here do not include the city water tax or the PUC
wat er expense. They are not noted in this article. And
| tacked on those two rates at .2075, came up with
anot her .439, for a grand total of 63.028. So $73.03 by
2010. And that is if -- what it says here, it says here
if this means that if inflation is greater than the
assumed rate here, rates for fiscal year 2009, 2010,
2011 may be higher than shown in this notice.

So | take it then my rate as a ratepayer

indirectly in Salinas will be $63.03 per nonth. |'m not
in opposition to that. That is not why |I'm here
tonight. That is just an FYI. | believe there are
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peopl e here on average that use nmore water than me and
some that use |ess.

| have four things that -- five things that |
would like to just present briefly. One, on ny
statement that | get, | want to be factual here, | get a
mont hly statement. It says this, that there is utility
di scounts available, and this is to my know edge, for
gas and electric. And they are through a PG&E CARE

plan. And there is also other plans that are avail able.

| would like to see a utility discount for all
qualified ratepayers in the district. That is what |
would like to see. The utility discount for all
qualifi ed. | believe that there are people that the
rate increase would affect very dramatically. | don't
know who these are. | could guess. So the utility

di scounts for all that qualify.

You know what? |'m a submetered ratepayer. I
just came across this article by chance. That is true.
| was standing with the newspapers, and | came across
this article by chance. | woul dn't even know that there
was a meeting here tonight.

| woul d propose that also submetered
rat epayers are sent information in both Spanish and
English, because we are in a bilingual comunity here to
give a voice to the subnetered ratepayers.

In the article it doesn't mention that it also
affected the tax. It appears to me that the City of

Salinas is getting over a 50 percent increase in the
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revenue that will be generated. ' m not in opposition
to that. But | believe that that information should be
reported as factual, and that should also be known to
all that there is other hidden increases that are going
to be going on. So | believe that the tax rate should
al so be noted, and it should be plainly put forth, the
addi ti onal amount of taxes.

| went to the meeting in 2005 | believe in
January for the increase, that was the |last increase.

don't believe the mayor of Salinas was there. And |

| ook around tonight, | don't see the mayor of Salinas
here toni ght. | don't know if there is City of Salinas
representative here tonight, is there?

UNI DENTI FI ED SPEAKER: Yes, there is.
MR. SLOAN: Sir, I'mglad you are here.

The City of Salinas represents nme. The
mayor's office represents nme as a voter here in the city
of Salinas. So | would |like that to be known. | would
like to see the mayor here.

Water quality, at my in-law s house we don't
drink the water supplied by Cal Water. At my house we
don't drink the water supplied by Cal-Am | " m not
saying there is anything wrong with the water supplied
by Cal -Amr -- Cal Water, excuse ne.

As a subneter person, | have two probl ens.
The water goes to the master meter, and then somebody
el se takes over fromthe master meter to the submeter.

| do not know what happens to ny water from that point.
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From the submeter, which is at my little pad that | rent
to my house com ng out of ny tap. | don't know what
happens to the water there either. Sad to say, ny

mobi |l e home and the water system there has been cl ass
action lawsuits that have involved the piping of mnmy

home. And |I've had to make some changes over the years,

being that I have a famly, | couldn't necessarily say |
have pure drinking water. | do not want to say that I
don't. | just don't know. It is too costly for me to

really find out.

What woul d be my conclusion fromall this?
" m kind of at the bottom of the totum pole, so to say,
if I can use that cliche. | don't have very much of a
voice to say. So |'mgoing to speak up tonight for
t hose that don't seemto be here, people that don't know
this meeting is going on for whatever reason, and those
t hat maybe should be here that aren't, maybe some ot her
representatives of the city.

There are people on fixed incomes, wi dows,

or phans, whatever the case m ght be, that m ght need a

little help here. So | want to say this: | recognize
that there are cost increases. | "' m t hankful that there
is a conpany that supplies that water. But just to ny

presentation, nmy FYl, please consider all the facts.
And please let there be representation for all the
rat epayers, direct or indirect. Thank you.

ALJ MC VI CAR: Thank you, M. Sl oan.

Next speak is Eric Petersen. M. Petersen, if
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you would state your name, spell your name, and tell us
what area you live.
STATEMENT OF MR. PETERSEN
MR. PETERSEN: Eric Petersen, P-e-t-e-r-s-e-n.

Good eveni ng. Before | get into the substance
of my comments, | would Iike to make a few conments
about the location and date of this particul ar hearing.
We are a short distant froma major community event, and
that is I'mquite sure impacting our turnout. That is
where the mayor probably is. He was there | ast year.
was there | ast year.

Al so, this roomis notorious for poor
acoustics. And | don't know about availability of city
counci |l chambers, but | would think that would be a
better | ocation besides this great room

And al so the lack of publicity and the tim ng
of this. The person told me about this meeting | ast
night told me it was next week. | found out it was
tonight at 5:30 this morning. Just because | happened
to get on the Internet. There was a short article in
the California, and the gentleman before ne had the ad.
It would be hel pful for the community if you could
reschedul e this sonmehow, preferably not against one of
the two parades we have a year, and preferably with nmore
publicity.

Currently, as probably everybody in this room
knows, we have a situation in Salinas where we have Cal

Wat er haggling with Alco Water for prom nence in our
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growt h area. Al co Water is known in the courtroons for
a number of reasons. The only reason Cal Water is
perceived as providing good service is because Alco is
so visibly bad.

Well, what we really need here in Salinas
isn't an exorbitant 30 percent rate hike for everybody.

What we really need is for Municipal Water District, for

the city of Salinas to take over the water. That wor ks
quite well in other places. Felton is in process of
taking their own water. Stockton is taking their water

back. There is sonme strong nmovenments on the Monterey
Peni nsul a for that. San Francisco and Los Angel es both
have muni ci pal water. San Francisco and Los Angeles are

both in the top 5 nationally for water quality. That is

top 5 percent, that is top 5. | grew up on San
Franci sco water. | haven't had anything |ike that
since. It is excellent.

New York City is another municipal systemthat
is in the top 5. | f anybody wants to try New York
wat er, buy Aquafi na.

| f we have munici pal water, we have a remedy,
far better remedy when we get poor custonmer service. | f
we get a surly person on the tel ephone, anything. | t
woul d be a situation where the customers woul d

ultimately be in charge through our elected

representatives. It wouldn't be where you call up you
get grumbled at. You can do |like the gentleman before
me. You can talk to the mayor. You can go down to city

PUBLI C UTI LI TI ES COMW SSI ON, STATE OF CALI FORNI A
SAN FRANCI SCC, CALI FORNI A




© 0O N O o b~ W DN Bk

N N RN N N N N NN R B R B R B R R R R
oo N o o M W N P O O 0o NOo 0ok OWN -, O

142

hall and get your problem fixed there. The City of
Salinas has quite a number of excellent city enpl oyees.
We are lucky to have them | would much rather deal
with them than talk to sonmebody that makes me want to
drill a well in my backyard.

So rather than reward Cal Water as an
exorbitant 30 percent increase for poor customer
service, what we really need to do is turn our water
over to a responsive entity under our elected officials.
Thank you

ALJ MC VI CAR: Thank you, M. Petersen.

The next speaker is Bill Carrothers. State
your nanme, spell your name, tell us where you live,
pl ease.

STATEMENT OF MR. CARROTHERS
MR. CARROTHERS: Yes. Welcome PUC Conmm ssion. Wy

name is Bill Carrothers. That is spelled
C-a-r-r-o-t-h-e-r-s.

| Iive on Stone Street in Od Town Salinas.
' ma happy customer, Cal Water happy.

My comment is extremely brief. | see Cal
Wat er has prepared some excellent explanatory materials
over here at the desk. If they aren't there already,
could copies be placed in the reference section at the
i brary?

|"m a curious customer who is trying to |earn
mor e about the econom cs of the water business,

particularly the future supply of the water from
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Salinas. That is it.

ALJ MC VI CAR: Thank you, M. Carrothers. | would
ask you to speak to the conpany representative when we
take a recess. That probably be can handl ed.

The next speaker is Tom Adcock. M. Adcock,
if you woul d.
STATEMENT OF MR. ADCOCK
MR. ADCOCK: Your Honor, thank you for giving us

t he opportunity to come talk to you, as well as Cal
Wat er service, DRA staff.

My name is Tom Adcock, A-d-c-o0-c-k, 17 Al aneda
Pl ace, Salinas, California. ' m a customer of
California Water service.

| have a nunmber of questions. "1l put them
the best | can in comment form It is my understanding
that California Water Service has recently filed an
application to add certain service areas to their
current Salinas division service area. And in so doing,
they made certain statements as to facilities that they
would -- they need to add service to that future service
ar ea. |"m curious if any of the facilities that are
requested in this rate case, the wells, the storage
facilities, the other facilities are for future growth
area and for areas that are either not in Cal Water
service area currently or may possibly be in future
service areas?

And the gist is are Salinas customers, current

customers going to pay for facilities that are to serve
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future customers as well, as opposed to current
customers with the same facilities if there were no
growth at all?

| have questions about the unaccounted-for
wat er, percentage of water. | believe there was some
statements about water conservation, water conservation
rates as well as facilities that are necessary to serve
customers if the unaccounted-for water that percentage

could be dropped or elim nated, would those facilities

still be necessary with the increase or portions thereof
still be necessary?
WIIl California Water Service have to borrow

any nmoney to put in the improvenents that they are
suggesting? |If so, have they already made an
application for those borrowing? And if they do need to
borrow, if they don't need to borrow, what would be the
debt equity ratio? |Is Cal Water a financially stable
company that can take on more debt?

And a couple of comments about sal aries which
go again to rates. Obviously, any conmpany, be it
muni ci pal, be it public agency, public utility, investor
owned, has to pay salaries. Certainly everybody
under st ands t hat. How do the salary and benefits
conpare with other entities, either public agencies or
private conmpanies as to salaries and benefits? And how
do the current rates as well as future rates of
California Water Service conmpared to other water service

entities in the area, are they reasonabl e?
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Those are my coments and questions. Thank
you very much for the opportunity to present them

ALJ MC VI CAR: Thank you, M. Adcock.

Is there anybody el se here this evening who
has not signed up who would like to make a statenment at
this time?

(No response)

ALJ MC VICAR: All right. ' mgoing to turn the
m crophone then to M. Ferraro and get himto answer at
| east in summary formthese questions as |'ve taken them
down. They may not be exactly the way you stated them
At least we will get something on the record. Then I']
invite you afterwards to speak with M. Ferraro and his
teamto get the nore detailed information that we really
don't need on the record.

So the first question, | think, does Cal Water
have plans to add to the Salinas area? |If so, what
woul d the effect be on rates for Salinas customers?

MR. FERARRO: | think M. Adcock asked if any of
the facilities that we planned are associated with
future growth, and are our existing customers paying for
future growth. And the answer to that question is it is
not exactly clear. And the reason it isn't clear is,
and 1'll explain, one is unlike mpst other water
compani es, California Water Service Conpany has a
per-lot fee that it charges for all new devel opnent in
lieu of a special facility's charge for the cost of

putting in new wells, new supply to serve new custoners.
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As a result of that, all the fees that are received on a
per-1l ot basis are considered contributions or actually
advances that go to reduce the overall revenue

requi rement of the conmpany. Then as facilities are
needed, they are put in, and they proposed those
facilities go to increased rates. But the two should be
of fsetting.

Wth respect to the application that we've
made to increase our service area, none of the
facilities that we have proposed in this application are
for facilities for that new service area. So | hope
that clarifies that.

Your Honor, | sort of listed some of those
guesti ons. Maybe |1'I1 take a crack at them

ALJ MC VI CAR: G ve it a shot.

MR. FERARRO: There was a question about water
conservation, and unaccounted-for water, and how t hat
may | mpact some of the facilities. The unaccounted-for
water, we typically have a rate in our systenms that is
| ess than 8 percent of unaccounted-for water. | don't
have a precise nunmber in front of me for Salinas
District, but | have no reason to believe it is far from
t hat . It is usually less than that.

We found that for the nost part the cost of
reduci ng unaccounted-for water can actually be nore
expensive than for the savings that we actually receive.
But we do nmonitor our unaccounted-for, and we do | eak

surveys fromtime to tinme.
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We do -- as | mentioned, we are doing a nunber
of conservation programs. We are proposing an increase
in conservation funding. And that funding is done on a
cost-effective basis so that the savings should offset
over time, not financially, but over time the cost of
t he prograns.

Question about finances and our debt. And
there is -- there will be down the road a need to issue
more debt and nore equity. That is an ongoing thing
t hat the conmpany does. Ri ght now we have no plans this
year to do that, but we may be doing that next year.
And we do need to file an application fromtinme to time
with the PUC. Typically we file for about a five-year
period so that there is the ability to issue debt and
equity during that five-year period as needed.

And we are financially stable. Our debt
equity structure is probably about 54 to 55 percent
equity with the remai nder being debt. W have no
difficulties attracting new capital.

Sal aries, are they conparable? W have union
enpl oyees, for the nmost part. And those union
enpl oyees' salaries are negotiated with the union. I n
fact, we just finished negotiation. So they are market
rates and conparable with other salaries. W have found
whil e we don't have rates, salaries that are different
from each district, we have salaries that are set for
the entire conpany. So they can vary fromdistrict to

district in terns of what other cities or other water
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agencies are at for salaries in the i medi ate area. But
in total throughout the state they are market rates.

| think that is all the questions |I had from
M. Adcock. | do have a couple of other conmments on
what some of the other representatives brought up.
M. Sloan tal ked about do we have a discount program
and in fact we do. It is called LIRA, Low Incone Rate
Assi st ance. It is available to anybody that is | ow
income. And we use the exact sane criteria as Pacific
Gas and El ectric Company uses. In fact, we use a form
t hat was devel oped by them  And any customer that would
like just fills out that form and they qualify. Or al
they need to do is show us that they are currently a
| ow-i ncome customer with the CARE program for PG&E, and
t hey automatically qualify.

Unfortunately, it is not available to
submet ered custonmers because they are not our customers.
We don't know who they are. We don't know their
addresses, their names. So the programis only
avail able to direct customers. Which brings us to the
notice issue that M. Sloan brought up, and that is the
same situation. W don't know who the subnetered
customers are. We do send out notices to all of our
customers, so the master meter customer receives the
notice. And | would think it would be incumbent upon
the master meter customer to pass that on to the
submetered customers, but we have no control of that.

And with respect to M. Carruthers' suggestion
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of having copies of our material at the library. I

think that is a great idea. W will be doing that.
That is all | have so far.
ALJ MC VI CAR: Thank you, M. Ferraro. s there

anybody else here who would |like to speak who hasn't
made a statement?
(No response)
ALJ MC VICAR: All right. |'m follow ng the usua
practice. "' m not going to adjourn until at |east 8:00,

in case anybody shows up. We are scheduled from 7:00 to

10: 00. | f anybody shows up at 8:00, I'll make sure they
have an opportunity to speak. We will take a recess
until 8:00, or until somebody shows up that would |ike
to make a statement, whichever comes first. So we are
in recess.

(Recess taken)
ALJ MC VI CAR: Pl ease conme to order.

| just checked, and there are no additional
menbers of the public who would Iike to make a statement
this evening. The time is now 3 m nutes after 8:00.
Thank you very much for attending. This hearing is
adj our ned.

(Wher eupon, at the hour of 8:03 p.m,

this public participation hearing
concl uded.)

PUBLI C UTI LI TI ES COMW SSI ON, STATE OF CALI FORNI A
SAN FRANCI SCC, CALI FORNI A






