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REPLY TO DRA’S PROTEST

Pursuant to Rule 2.6(e) of the Commission’s Rules of Practice and
Procedure, Valencia Water Company (“Valencia”), Applicant in the above-captioned
matter, hereby respectfully replies to the Protest of the Division of Ratepayer
Advocates (“DRA”). filed February 4, 2010, in this proceeding.

Valencia confirms that it has agreed with DRA to modify the procedural
schedule that would have been consistent with the Rate Case Plan," as proposed in
its application, and has no objection to the modified procedural schedule DRA has
proposed in its protest. Valencia also has no objection to DRA’s stated intention to
review various issues, with a single exception. The exception is DRA’s identification

of an issue relating to “Valencia’'s excessive requested rate of return.”

' See, Re Revisions to Rate Case Plan for Class A Water Companies, Decision (“D.”) 07-
05-062, App. A, at A-5.
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Valencia has proposed that rates for the initial Test Year, 2011, as well as
for the second Test Year, 2012, be set at levels sufficient to generate a return on
rate base of 10.94% in each year. That is the rate of return on rate base that
Valencia proposed in its Cost of Capital application for years 2010 through 2012,
A.09-05-002, which Valencia filed with the Commission on May 1, 2009, pursuant to
the Rate Case Plan.? Valencia’s Cost of Capital application was consolidated with
those of other Class A water companies in a proceeding referenced as A.09-05-001,
et al., in which a proposed decision, after extensive evidentiary hearings and
briefing, is still pending. As Valencia has stated in its present application, at page
11, Valencia’s present rates will be adjusted as appropriate based on the outcome of
the Cost of Capital proceeding. Therefore, Valencia’s cost of capital should not be
an issue in this proceeding.

Respectfully submitted,

NOSSAMAN LLP

Martin A. Mattes
Mari R. Lane

By: /S/ MARTIN A. MATTES
Martin A. Mattes

50 California Street, 34" Floor
San Francisco, CA 94111-4799
Tel: (415) 398-3600

Fax: (415) 398-2438

Email: mmattes@nossaman.com

Attorneys for Applicant,
VALENCIA WATER COMPANY

February 16, 2010

2 See, D.07-05-062, supra, at 15.



CERTIFICATE OF SERVICE

I, Jeannie Wong, hereby certify that on this date | will serve by electronic mail
and by hand delivery, the foregoing REPLY TO DRA’S PROTEST on the following
persons on the service list for Application 10-01-006:

By electronic mail:

djg@cpuc.ca.gov; mmattes@nossaman.com; demorse@omsoft.com; bjohnson@valencia.com;

bmd@cpuc.ca.gov; jrc@cpuc.ca.gov

By hand delivery:

Hon. Bruce DeBerry

Administrative Law Judge

California Public Utilities Commission
505 Van Ness Avenue, Room 5043
San Francisco, CA 94102

Executed this 16" day of February, 2010 at San Francisco, California.

/S/ JEANNIE WONG
Jeannie Wong
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