NOTIFICATION OF APPLICATION BY CALIFORNIA AMERICAN WATER COMPANY
FOR A GENERAL RATE INCREASE IN THE
LOS ANGELES DISTRICT, APPLICATION NO. 09-01-013

On January 23, 2009, California American Water filed Application 09-01-013 (A. 09-01-013) with the California Public Utilities
Commission (CPUC) for a General Rate Case (GRC) increase. The rate increase will be for the Los Angeles District. This GRC application
will set rates for years 2010 and 2011. The proposed GRC request for an increase in rates reflects increased plant investment and
operating costs in order to provide service to customers.
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The primary reasons for the proposed rate increase for the Los Angeles District are plant and plant-related items. Plant investment is
increasing significantly. In addition to the revenues necessary to support the capital investment, it also requires additional depreciation,
property taxes and income taxes. Plant investment includes new water treatment equipment and replacement wells, pumps, motors,
mains, services and fire hydrants. Other primary cost drivers are purchased water costs, the cost of the Comprehensive Planning Study,
which develops the future plant investment needs, chemical costs, customer service costs, regulatory expense, transportation cost and
increased conservation costs.
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California American Water is also requesting that the CPUC authorize it to continue the recently-approved conservation rates, with two
changes: 1) elimination of the winter/summer rates and 2) addition of the Duarte irrigation customers to the conservation rates. These
changes are designed to encourage conservation and to make the rate design equitable for all customers.

California American Water requests approval to increase its after-hours reconnection charges from $15.00 to $50.00 for the Los Angeles
District. The current charge has remained unchanged since 1973 and falls far short of covering California American Water's related expenses.

The tables below show the average monthly bill by customer class.

SUMMARY OF PROPOSED REVENUE INCREASE
Table 1: Average Los Angeles Bill by Customer Class under Standard Rate Design

Baldwin Hllls
RESIDENTIAL COMMERCIAL
Monthly Bill for %" x %" meter and average usage of 17 Ccfs Monthly Bill for 1” meter and average usage of 35 Ccfs
Dollar Percent Dollar Percent
Year Current Proposed Increase Increase Current Proposed Increase Increase
2010 $42.31 $55.45 $13.14 31.06% $91.59 $120.62 $29.03 31.70%
2011 $55.45 $57.40 $1.95 3.52% $120.62 $124.87 $4.25 3.52%
INDUSTRIAL PUBLIC AUTHORITY
Monthly Bill for 4” meter and average usage of 3,447 Ccfs Monthly Bill for 2” meter and average usage of 149 Ccfs
Dollar Percent Dollar Percent
Year Current Proposed Increase Increase Current Proposed Increase Increase
2010 $6,768.19 $8,646.96 $1,878.78 27.76% $362.98 $474.87 $111.89 30.83%
2011 | $8.646.96 $8,945.97 $299.01 3.46% $474.87 $491.53 $16.66 3.51%
Duarte
RESIDENTIAL COMMERCIAL
Monthly Bill for 58" x 34" meter and average usage of 20 Ccfs Monthly Bill for 5" x 34" meter and average usage of 110 Ccfs
Dollar Percent Dollar Percent
Year Current Proposed Increase Increase Current Proposed Increase Increase
2010 $30.50 $47.55 $17.05 55.90% $121.87 $195.76 $73.89 60.63%
0//T6 VD ‘peawasoy 2011 $47.55 $49.44 $1.89 3.97% $195.76 $203.76 $8.00 4.09%
anuaAy puely ;G698
HILVAM NVOTIIWY INDUSTRIAL PUBLIC AUTHORITY
VINYHO4I11VY9 Monthly Bill for 2" meter and average usage of 116 Ccfs Monthly Bill for 2” meter and average usage of 110 Ccfs

Dollar Percent Dollar Percent
Year Current Proposed Increase Increase Current Proposed Increase Increase
2010 $199.18 $307.91 $108.72 54.58% $193.09 $298.03 $104.93 54.34%
2011 $307.91 $320.10 $12.19 3.96% $298.03 $309.81 $11.78 3.95%




IRRIGATION-Gravity IRRIGATION-Pressure
Monthly Bill for 2” meter and average usage of 119 Ccfs Monthly Bill for 2” meter and average usage of 218 Ccfs
Dollar Percent Dollar Percent
Year Current Proposed Increase Increase Current Proposed Increase Increase
2010 $93.37 $170.47 $77.10 82.58% $155.14 $283.26 $128.12 82.58%
2011 $170.47 $184.42 $13.95 8.18% $283.26 $306.43 $23.18 8.18%
San Marino
RESIDENTIAL COMMERCIAL
Monthly Bill for 55" x 34" meter and average usage of 26 Ccfs Monthly Bill for 58" x 3" meter and average usage of 77 Ccfs
Dollar Percent Dollar Percent
Year Current Proposed Increase Increase Current Proposed Increase Increase
2010 $42.06 $57.48 $15.42 36.66% $104.58 $141.56 $36.98 35.36%
2011 $57.48 $59.40 $1.92 3.34% $141.56 $146.20 $4.64 3.28%
INDUSTRIAL PUBLIC AUTHORITY
Monthly Bill for 2” meter and average usage of 138 Ccfs Monthly Bill for 2” meter and average usage of 197 Ccfs
Dollar Percent Dollar Percent
Year Current Proposed Increase Increase Current Proposed Increase Increase
2010 $250.58 $344.40 $93.81 37.44% $322.91 $441.67 $118.76 36.78%
2011 $344.40 $356.06 $11.67 3.39% $441.67 $456.48 $14.81 3.35%
Los Angeles Rate Increase Request
Year Revenue Increase Percent Increase
DISC Projects* $700,700 3.67%
Prior** $1,495,300 7.83%
GO/Balance*** $1,815,700 9.51%
Cost of Capital**** $176,000 0.92%
New Costs***** $3,698,500 19.36%
Total for 2010 $7,886,200 41.29%
2011 $1,100,000 4.09%

Each component of the revenue increase is described below to clarify the costs associated with this GRC proceeding:

*Per Commission Decision (D.) 07-08-030, a Distribution System Infrastructure Charge (DSIC) surcharge of 2.84% (per Advice Letter
716) was effective January 1, 2009 and will be updated on a quarterly basis. This surcharge funds costs to replace aging infrastructure
such as small mains, services, and meters.

**Prior includes infrastructure projects approved in the previous GRC, which set rates for 2007-08 and in project-specific advice letters.
Generally, the CPUC approves rates that include prospective estimates of ordinary plant additions and defers recognition of projects with
more uncertain completion dates. California American Water does not raise rates to pay for improvements that are more uncertain until
they are in service and useful to customers. All costs associated with these projects are subject to CPUC review before they are placed
in rates.

***Certain costs, like those for power and purchased water tend to vary. The price variance is tracked by California American Water,
for later recovery from customers or provision back to customers, in balancing accounts. Balancing accounts are authorized by the
Commission to track costs of certain variable items and then, if the costs are deemed reasonable, rates are adjusted to reflect the
actual costs. Additionally, California American Water filed a General Office rate case last year for all California Districts. The change in
the costs that are allocated to each District’s operation will be recovered through a rate change that will occur in 2009.

****Cost of capital refers to the rate of return on infrastructure investments allowed by the CPUC. California American Water filed
a Cost of Capital rate case for all California Districts in May 2008. A decision is pending for the Cost of Capital rate case. Costs
associated with any change in the revenue requirement will be spread to each District by a ratio of approved capital investment, and
recovered in a rate adjustment in 2009.

*****New Costs include all costs associated with infrastructure investments and Operating and Maintenance costs for 2010 and 2011,
as requested in this GRC.

THE CPUC’S PROCESS

The CPUC may hold evidentiary hearings (EH) where parties of record present their proposals in testimony and are subject to cross-
examination before the Administrative Law Judge (ALJ). These hearings are open to the public, but only those who are parties of record
can present evidence or cross-examine witnesses during evidentiary hearings. Members of the public may attend these hearings to
listen, but may not participate.

The CPUC’s independent Division of Ratepayer Advocates (DRA) will review California American Water’'s GRC application. DRA is

an independent arm of the CPUC, created by the Legislature to represent the interests of all utility customers throughout the state
and obtain the lowest possible rate of service, consistent with reliable and safe service levels. DRA consists of analysts, engineers,
economists, and other regulatory professionals who represent the long-term interests of all utility ratepayers. DRA will prepare an
analytical report on this application, which will be available on DRA’s website at www.dra.ca.gov.

After considering all proposals and evidence presented during the formal hearing process, the assigned ALJ will then issue a draft
decision, which the CPUC may adopt, modify, or amend or the CPUC may issue a different decision. The assigned Commissioner may
offer his or her own alternate decision. The CPUC'’s final decision may be different from the original proposed application filed by
California American Water.

PUBLIC COMMENT

The Public Advisor’s Office (PAO) was established to assist members of the public and utility customers to participate in CPUC
proceedings. This means sending comments, opinions or protests on proceedings before the CPUC or to participate in CPUC-sponsored
Public Participation Hearings (PPHs). When PPHs are scheduled, California American Water’s customers will be notified, via a bill insert
notice or separate mailer, of the dates, times, and locations of the hearings. PPHs provide an opportunity for members of the public and
customers of California American Water to give their comments and opinions on this application filing. You may also write or e-mail the
PAO at the address shown below. All communications are circulated to the Commissioners, the assigned ALJ, and assigned staff. All
correspondence becomes part of the formal correspondence record, and part of the formal record, for this proceeding.

PROTESTING THE APPLICATION
If you wish to participate in these proceedings or if you would like to send comments or protest this application, please notify the CPUC’s
PAO at the address listed below. Please refer to GRC A. 09-01-013 when sending an e-mail or writing a letter.

CPUC

Public Advisor’s Office

505 Van Ness Avenue

San Francisco, CA 94102

Toll Free: 1-866-849-8390 or 1-415-703-2074
TTY Toll Free: 1-866-836-7825 or 1-415-703-5282
E-mail: public.advisor@cpuc.ca.gov

FOR FURTHER INFORMATION

You may view a copy of the application at the business offices of California American Water at 2439 W. Hillcrest Drive, Newbury Park, CA
91320 and 8657 Grand Avenue, Rosemead, CA 91770. You may also view a copy of the application at the CPUC’s Central Files Office,
Room 2002, 505 Van Ness Avenue, San Francisco, CA 94102.

ﬁ Printed on recycled paper; each ton of recycled paper saves 7,000 gallons of water.



