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NOTICE OF CALIFORNIA AMERICAN WATER’S REQUEST TO CHANGE WATER RATES AND THE
EMERGENCY CONSERVATION AND RATIONING PLAN (A. 15-07-XXX)

Summary

On July 8, 2015, California American Water submitted an application to the California Public Utilities
Commission for changes to the present rate design and the emergency conservation and rationing plan
for water customers in its Monterey County service district, excluding those in Toro, Ambler Park,
Chualar, Ralph Lane and Garrapata. Approval of this application would not increase the total amount of
revenue California American Water is currently authorized to collect from its customers, but would
change water pricing and result in a rate increase for most customers. California American Water seeks
approval of this application in order to encourage more efficient water use, simplify rates and make bills
more understandable, ensure rates recover the cost of service, and increase support to low income
customers. In addition, given the statewide drought and threatened water cutbacks from the State
Water Resources Control Board, California American Water seeks approval of an emergency
conservation plan and rationing plan that is implementable and effective.

What are the major proposed changes to the rate design?

1. Simplify Rates and Make Bills More Understandable — California American Water proposes to
eliminate individual residential water allotments and move to a standard block rate design, in
which the amount of water allowed at each tier of the inclining block rate structure will be the
same for all single family residential customers. Today, the amount of water residential
customers are permitted at each tier varies according to the number of people that live in each
home and a variety of other factors, including property size. This system is both complex and
difficult to verify. For multi-residential customers on a shared meter, the amount of water
allowed at each tier of the rate structure is proposed to be based on the number of dwelling
units.

2. Encourage More Efficient Water Use — California American Water proposes that the amount of
water residential customers are allotted at each tier of the inclining block rate structure be
recalculated so as not to include any allowance for outdoor water use. Currently, customers are
allowed additional water for outdoor use in tiers 3 and 4, during summer months only,
according to the size of their property. In keeping with the state’s response to the historic
drought and its restrictions on the Monterey Peninsula’s local water supply, California American
Water proposes this additional increment be eliminated. The elimination of outdoor water
allotments does not ban the use of water outdoors, but will discourage outdoor water use by
increasing the likelihood that it will be consumed at the higher block rates.

3. Ensure Rates Cover the Cost of Services — Since 2010, California American Water has experienced
significant revenue shortfalls due largely to a sizeable decrease in water consumption at the
upper tiers of its current residential rate structure. This pattern of under-collection has resulted
in the imposition of multiple surcharges designed to recoup the shortfall, causing frequent rate
changes, and reduced transparency on customer bills. California American Water proposes to
address this issue by increasing the portion of revenue collected through fixed charges versus
variable charges, by reducing the difference between the residential lower and upper tier pricing
—thereby reducing subsidies, and by using residential consumption data from the previous year
to determine water rates. At present, a balance of nearly $40 million in un-collected, authorized
revenue has accumulated. California American Water proposes to collect this amount over an



extended 20 year period, via a fixed surcharge based on meter size, to reduce the impact to
customers’ monthly bills. Any future under-collections are proposed to be collected via a
surcharge on customers’ volumetric water charges and would apply to all tiers of the rate
structure. Finally, California American Water proposes an annual true-up process for all
customer classes in which rates will be recalculated on an annual basis to correspond with
actual customer consumption for the most recent water year. These measures will help ensure
rates cover the costs authorized to operate and maintain the water system, avoid significant
future under-collections and help secure low rate financing for the desalination project.

4. Increase Low-Income Customer Support — California American Water proposes to improve its
low income customer support program by replacing the current program, which offers a 20%
discount on service fees and water use in tiers 1 and 2 to a discount of 30% on service fees and
all water use in tiers 1 through 4.

What are the major proposed changes to the rationing plan?

California American Water is proposing to change the emergency conservation and rationing plan —a
partnership program with the Monterey Peninsula Water Management District — from a seven stage to a
four stage plan. The new stages would consist of a prohibition on water waste, voluntary reductions,
conservation rates, and rationing. Simplifying the process will improve public understanding of the
program and allow for quicker implementation to better react to water supply conditions. California
American Water believes these changes are needed to respond in the event of an ongoing physical
drought and to ensure community compliance with the State Water Resources Control Board’s Cease
and Desist Order, which limits use of our area’s primary water supply, the Carmel River.

How will California American Water’s application affect me?
The proposed rate impact for average customer bills by customer class, i.e., residential, low-income, and
non-residential, if the application is approved are presented in the table below.

Avg Usage Difference Difference
Customer Class (CGL) Current') Proposed ($) (%)
Single Family ? 37 $50.27 $63.88 $13.61 27.07%
Low-Income @ 34 $37.14 $45.25 $8.11 21.84%
Multi-Family ® 25 $36.49 $47.06 $10.57 28.97%
Non-Residential ® 50 $117.34 $100.47 ($16.87) -14.38%

(1) Current bills reflect base rates as approved in the General Rate Case in D.15-04-007 and effective surcharges, taxes, and fees at the time of this
filing.
(2) Usage represents average usage for 5/8", single family customers in 2014. Current and proposed bills based on 3-person househald,
5/8" meter, 1/4-1 acre lot in the summer, and no large animals.
(3) Usage represents average usage for 5/8", low-income customers in 2014. Current and proposed bills based on 3-person household,
5/8" meter, 1/4-1 acre lot in the summer, and no large animals.
(4) Usage represents average usage for 5/8", multi-family customers in 2014. Current and proposed bills based on 3-person household
in one dwelling unit, on a 5/8" meter, 1/4-1 acre lot in the summer, and no large animals.

(5) Usage represents average usage for 5/8", Division 1 customers in 2014.



More information on bill impacts can be found in California American Water’s A.15-07-XXX application
and testimony.

How do | find out more about California American Water’s proposals?

If you have questions about California American Water’s application, please contact California American
Water at (831) 646-3205.

If you would like a copy of California American Water’s application and exhibits, please write to
California American Water at the address below:

California American Water
511 Forest Lodge Road, Suite 100
Pacific Grove, CA 93950

A copy of California American Water’s application and exhibits are also available for review at the CPUC,
505 Van Ness Avenue, San Francisco, CA 94102, Monday — Friday, 8 a.m. — noon. California American
Water’s application (without exhibits) is available on the CPUC’s website at www.cpuc.ca.gov. Click on
“Docket Card” from the Proceeding Information Menu and search for A. 15-07-XXX.

How does the CPUC'’s decision making process work?

This application will be assigned to an Administrative Law Judge who will determine how to receive
evidence and other related documents necessary for the CPUC to establish a record upon which to base
its decision. Evidentiary Hearings may be held where parties of record will present their testimony and
may be subject to cross-examination by other parties. These hearings are open to the public, but only
those who are parties of record can participate.

After considering all proposals and evidence presented during the formal hearing process, the assigned
judge will issue a proposed decision which may adopt California American Water’s proposal, modify it or
deny it. Any CPUC Commissioner may sponsor an alternate decision. The proposed decision, and any
alternate decisions, will be discussed and voted upon at a scheduled CPUC Voting Meeting.

As a party of record, the Office of Ratepayer Advocates (ORA) will review this application. ORA is the
independent consumer advocate within the CPUC with a legislative mandate to represent investor-
owned utility customers to obtain the lowest possible rate for service consistent with reliable and safe
service levels. ORA has a multi-disciplinary staff with expertise in economics, finance, accounting and
engineering. Other parties of record will also participate in the CPUC’s proceeding to consider this
application. For more information about ORA, please call 1-415-703-1584, email ora@cpuc.ca.gov or
visit ORA’s website at www.ora.ca.gov.

Stay Informed
If you would like to follow this proceeding, or any other issue before the CPUC, you may use the CPUC’s
free subscription service. Sign up at: http://subscribecpuc.ca.gov/

If you would like to learn how you can participate in the proceeding, or if you have informal comments
or questions about the CPUC process, you may access the CPUC’s Public Advisor’'s Office (PAO) webpage



at www.cpuc.ca.gov and click on the “Public Advisor” from the CPUC Information Menu. You may also
contact the PAO as follows:

Email: public.advisor@cpuc.ca.gov

Mail: Public Advisor’s Office

505 Van Ness Avenue, Room 2103

San Francisco, CA 94102

Call: 1-866-849-8390 (toll-free) or 1-415-703-2074
TTY 1-866-836-7825 (toll-free) or 1-415-703-5282

[Insert information for Spanish translation of notice]





