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June 14, 2010

Advice Letter No. 1994
CALIFORNIA WATER SERVICE COMPANY (U 60 W)

To The Public Utilities Commission of the State of California:

California Water Service Company (Cal Water) hereby transmits for filing the following
changes in its tariff schedules, which are attached hereto:

Canceling
C.P.U.C. Schedule C.P.U.C.
Sheet No. Title of Sheet No. Sheet No.
8372 -W Preliminary Statement M (continued) 7346-W
8373-W Table of Contents 8371-W

Summary

This advice letter is filed to correct Preliminary Statement M item 9, which was effective
July 1, 2008. Cal Water is seeking to correct the current method for booking and
recognizing the MCBA (Modified Cost Balancing Account) to match the method used for
booking and recognizing the WRAM (Water Revenue Adjustment Mechanism).
Because Cal Water wishes to give the Division of Water and Audit and any interested
party an opportunity to review and understand this issue, it is filing as a Tier 2 advice
letter, effective upon staff approval. However, Cal Water respectfully requests a
retroactive effective date of January 1, 2010. Allowing a retroactive correction to this
memorandum account tariff is in the public interest and will not require any retroactive
rate adjustments. It also does not affect WRAM and MCBA balances for 2008 or 2009.
This change does not have a rate component.

Background

On February 28, 2008, the Commission issued D.08-02-036, which in part adopted a
settlement agreement between Cal Water, DRA, and TURN filed June 15, 2007.

Cal Water filed Advice letter 1863, on July 1, 2008, to memorialize the Water Revenue
Adjustment Mechanism (WRAM) balancing account and the Modified Cost balancing
account (MCBA) approved in D.08-02-036. Later, Cal Water re-filed this as Advice
Letter 1882 to correct the adopted WRAM and MCBA quantities. In order to properly
record and report on the WRAM and MCBA balances, Cal Water proposed to make the
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Preliminary Statement M as a central location to capture the adopted quantities by
month. On its own initiative, outside of the terms of the adopted settlement, Cal Water
included details on how to reflect revenue lag in the WRAM account for the first 30 days
after a rate change. Since the actual revenue collected experiences a delayed billing
cycle, the lag calculation incorporates this delay to facilitate an accurate comparison of
the actual to the adopted revenue for the same time frame. However, in the course of
filing purchased water offsets, Cal Water discovered that this accounting results in an
irreversible undercollection as compared to both 1) the old process of incremental cost
balancing accounts or 2) not filing an offset at all.

Discussion

At the time that AL 1863 was filed, Cal Water did not include a provision to lag the
treatment of the adopted costs for booking in the MCBA. The current adopted process
accounts for the full cost in the month that the new adopted quantities become effective
while only accounting for partial (lagged) revenue in that same month. This
unreasonably reduces the adopted “margin” (Adopted WRAM revenue minus Adopted
MCBA cost) in the first 30 days the adopted quantities become effective. For example, if
a purchased water offset increases adopted MCBA costs by $100,000 per month, Cal
Water’s preliminary statement M reflects only a $50,000 increase in adopted revenues
for the first month. Thereafter, revenues and expense changes “match-up” only after 30
days and the lagged revenue is never recovered.

In contrast, if Cal Water did not file an offset, the WRAM and MCBA would retain the full
adopted “margin” and Cal Water would recover excess recorded MCBA costs in its
amortization filings.

The proposed filing seeks to match the cost and revenue recognition by incorporating a
lag in the cost similar to the lag for revenue. This eliminates the discrepancy and
corrects the “margin” so it properly reflects the adopted level. Cal Water seeks to
modify the treatment for the adopted costs to match those of the adopted revenue in
item 9 of the Preliminary Statement M.

Current adopted language for item 9 of Preliminary Statement M.

9. RATE CHANGES

Whenever a rate change is implemented that affects adopted WRAM revenues
as contained in this preliminary statement, the change in monthly WRAM
revenue for the first two months day after its effective date should be pro-rated to
reflect standard billing lag according to the following formula:
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1* month Effective % = (Days in Month 1 Start Day of month +1)°
2*(Days in Month 1)°

2™ month Effective % = 1 - (start day of month 1-1)°
2*(days in month 1)*(days in month 2)

Proposed modification

9. RATE CHANGES

Whenever a rate change is implemented that affects adopted WRAM revenues
and MCBA costs as contained in this preliminary statement, the change in
monthly WRAM revenue and MCBA cost for the first two months after its
effective date should be pro-rated to reflect standard billing lag according to the
following formula:

1* month Effective % = (Days in Month 1 Start Day of month +1)*
2*(Days in Month 1)°

2" month Effective % =1 - (start day of month 1-1)°
2*(days in month 1)*(days in month 2)

(Addition underlined)

Requested Effective Date

As discussed above, Cal Water requests this modification be made as of January 1,
2010 so that the correct revenue and expense can be reflected in the WRAM and
MCBA for rate changes in 2010. Cal Water will not file its WRAM/MCBA reports for
January 1, 2010 through December 31, 2010 until 2011, so retroactively applying the
correct procedure will not require corrected filings. Cal Water does not request the
correction be made to the effective date of Advice Letter 1863 (July 1, 2008) since Cal
Water has already filed WRAM/MCBA reports and company financial statements for
2008 and 2009.

Notice

In accordance with General Order 96-B, General Rule 4.3 and 7.2 and Water Industry
Rule 4.1, a copy of this advice letter will be mailed or electronically transmitted on June
14, 2010 to competing and adjacent utilities and other utilities or interested parties
having requested such notification. The change will not increase any rate or charge,
nor result in any condition more restrictive than those already adopted for the utility.
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Response or Protest

Anyone may respond to or protest this advice letter. A response supports the filing and
may contain information that proves useful to the Commission in evaluating the advice
letter. A protest objects to the advice letter in whole or in part and must set forth the
specific grounds on which it is based. These grounds are:

(1) The utility did not properly serve or give notice of the advice letter;

(2) The relief requested in the advice letter would violate statute or Commission
order, or is not authorized by statute or Commission order on which the utility relies;

(3) The analysis, calculations, or data in the advice letter contain material error or
omissions;

(4) The relief requested in the advice letter is pending before the Commission in
a formal proceeding; or

(5) The relief requested in the advice letter requires consideration in a formal
hearing, or is otherwise inappropriate for the advice letter process; or

(6) The relief requested in the advice letter is unjust, unreasonable, or
discriminatory (provided that such a protest may not be made where it would require
relitigating a prior order of the Commission.)

A protest shall provide citations or proofs where available to allow staff to properly
consider the protest.

A response or protest must be made in writing or by electronic mail and must be
received by the Division of Water and Audits within 20 days of the date this advice letter
is filed. The address for mailing or delivering a protest is:

Tariff Unit, Division of Water and Audits, 3™ floor
California Public Utilities Commission,

505 Van Ness Avenue, San Francisco, CA 94102
water_division@cpuc.ca.gov

On the same date the response or protest is submitted to the Division of Water and
Audits, the respondent or protestant shall send a copy by mail (or e-mail) to us,
addressed to:

Darin T. Duncan

California Water Service Company
1720 North First Street,

San Jose, California 95112

Fax 408/367-8430 or

E-mail dduncan@calwater.com

Cities and counties that need Board of Supervisors or Board of Commissioners
approval to protest should inform the Division of Water and Audits, within the 20 day
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protest period, so that a late filed protest can be entertained. The informing document
should include an estimate of the date the proposed protest might be voted on.

The advice letter process does not provide for any responses, protests or comments,
except for the utility’s reply, after the 20 day comment period.

Replies: The utility shall reply to each protest and may reply to any response. Each
reply must be received by the Division of Water and Audits within 5 business days after
the end of the protest period, and shall be served on the same day to the person who
filed the protest or response.

If you have not received a reply to your protest within 10 business days, contact
California Water Service Company at 408/367-8200.

CALIFORNIA WATER SERVICE COMPANY

Lin 7 Poremt

Darin T. Duncan
Manager of Rates

Enclosures

cc: Ting-Pong Yuen, DRA
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Preliminary Statement
(continuea)

M. WATER REVENUE ADJUSTMENT MECHANISM / MODIFIED COST BALANCING ACCOUNT
(WRAM/MCBA)

6. DISPOSITION:
A. By March 31st of each year, Cal Water will provide the Division of Water and Audit a written report
on the status of the WRAM and MCBAs (with a copy to DRA). The written report will include a section
on the WRAM in each district showing the net accumulated balance as of December 31st of the
preceding calendar year. The written report will include a section on the MCBA in each district
showing the net accumulated balance as of December 31st of the preceding calendar year.
If this report shows that the combined net accumulated balance for the WRAM and the MCBA
in any district exceeds 2.5% of the district’s total recorded revenue requirement for the prior
calendar year, Cal Water will file an advice letter within 30 days that amortizes the balance in
both of the accounts in the district.

B. In districts with flat rate residential and raw water irrigation customers, Cal Water shall amortize
any MCBA balance to ensure that a proportional share of the MCBA recovery or refund is applied
to flat rate residential or raw water irrigation customers. Adopted sales for these classes as
compared to total adopted sales should be used to determine proportional shares.

C. In each general rate case filing, Cal Water will address and request amortization of any remaining
amounts in the WRAM and MCBA.

D. Recovery of under-collections and refunds of overcollections will be passed on to ratepayers
through volumetric surcharges and surcredits. MCBA surcharges or surcredits for flat-rate residential
customers shall be calculated based on adopted sales per customer.

7. MAINTAINING LEAST COST WATER MIX:
If there are significant changes in purchased water in a district that has multiple sources (which in turn
affects the amount of purchased power and pump tax), Cal Water will make a showing in the district’s
next GRC filing demonstrating that it has exercised due diligence in ensuring the least-cost mix for its
water sources, and that the significant change in water purchases was reasonable. For the purpose of the
Trial Program, significant changes in water purchases are defined as when the annual volume of purchased
water in a district is greater than 10% of the purchased water adopted in the most recent GRC for that
district.

8. WRAM/MCBA ADOPTED QUANTITIES
In order to properly record and report on the WRAM/MCBA balances, Cal Water proposes this
preliminary statement as a central location to memorialize the adopted quantities by month for
paragraph 4.A.2 (WRAM adopted revenue), 4.B.2 (MCBA adopted purchased water cost), 4.B.5 (MCBA
adopted purchased power cost), and 4.B.8(MCBA adopted groundwater fees). In addition, Cal Water will
record the adopted percentage of sales to flat rate residential and raw water irrigation customers and the date
and number of the last effective advice letter which changed any of these components. Any time Cal Water
files a rate change or other advice letter affecting these components, it will file to amend the appropriate
section of the preliminary statement.

9. RATE CHANGES

Whenever a rate change is implemented that affects adopted WRAM revenues and MCBA costs as contained (N)
in this preliminary statement, the change in monthly WRAM revenue and MCBA cost for the first two months |
after its effective date should be pro-rated to reflect standard billing lag according to the following formula: (N)

1 month Effective % = (Days in Month 1— Start Day of month +1)°
2*(Days in Month 1)°

2" month Effective % =1 - (start day of month 1-1)°
2*(days in month 1)*(days in month 2)

(To be inserted by utility’ Issued by (To be inserted by Cal. P.U.C.)
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Name
CHARLIE
JEAN L.
OLIVIA B.
ALLYSON
B. TILDEN
DAVID A.
FRED G.
LEIGH K.
EDWARD N.
ROBERT J.
ROBERT
DANIEL A.
MICHAEL L.
TIMOTHY J.
RONALD
JENNY
KEITH
NANCI
KENDALL H.
JOHN K.
Geraldine
Marcelo
Monica L.
Natalie
CHRISTINE
MARCEL
NINA

JOSE E.
LENARD G.
SARAH E.
MARTIN A.
ALEXIS K.
LISA
MELISSA W.
PATRICIA A.
FRANCIS S.
LYNNE P.
BETTY R.
PALLE

BILL
JEFFREY
DAVID E.
DAVID P.
EDWIN R.
EDWIN R.
DANIELLE C.
JOHN

Service List for A.06-10-026

HARAK
KIDDOO
WEIN
TAKETA

KIM
EBERSHOFF
YANNEY
JORDAN
JACKSON
DIPRIMIO
KELLY
DELL'OSA
WHITEHEAD
RYAN
MOORE
DARNEY-LANE
SWITZER
TRAN
MACVEY, ESQ.
HAWKS

Kim

Poirier
McCrary
Wales
MAILLOUX
HAWIGER
SUETAKE
GUZMAN, JR.
WEISS
LEEPER
MATTES
WODTKE
BURGER
KASNITZ
SCHMIEGE
FERRARO
MCGHEE
ROEDER
JENSEN
MARCUS
NAHIGIAN
MORSE
STEPHENSON
DELON

DE LEON
BURT
GREIVE

Contact

charak@nclc.org
jlkiddoo@swidlaw.com
owein@nclcdc.org
ataketa@fulbright.com
tkim@rwglaw.com
debershoff@fulbright.com
fyanney@fulbright.com
leigh@parkwater.com
ed.jackson@parkwater.com
rdiprimio@valencia.com
bobkelly@bobkelly.com
dadellosa@sgvwater.com
mlwhitehead@sgvwater.com
tiryan@sgvwater.com
rkmoore@gswater.com
jadarneylane@gswater.com
kswitzer@gswater.com
nancitran@gswater.com
kendall.macVey@bbklaw.com
jhawks_cwa@comcast.net
vo2@cpuc.ca.gov
mpo@-cpuc.ca.gov
mim@cpuc.ca.gov
ndw@cpuc.ca.gov
cmailloux@turn.org
marcel@turn.org
nsuetake@turn.org
jguzman@nossaman.com
Iweiss@manatt.com
sleeper@manatt.com
mmattes@nossaman.com
lex@consumercal.org
pucservice@dralegal.org
pucservice@dralegal.org
pschmiege@schmiegelaw.com
sferraro@calwater.com
Imcghee@calwater.com
broeder@greatoakswater.com
palle_jensen@sjwater.com
bill@jbsenergy.com
jeff@jbsenergy.com
demorse@omsoft.com
dave.stephenson@amwater.com
EDELEON@gswater.com
edeleon@gswater.com
danielle.burt@bingham.com
john.greive@lightyear.net



CHARLES

DOUGLAS K.

CARRIE
ROBERT G.
JOONE
DONALD R.
LORI ANNE
DEBBIE
THOMAS F.
ROBERT A.
TIMOTHY S.
CHRIS
MATT
Carolina
Cynthia J.
Diana
Edward
Jaeyeon
Janice L.
Joyce
Karen M.
Laura L.
Linda

Lisa

Moises
Patrick

FORST
MARTINET
GLEESON
MACLEAN
LOPEZ
WARD
DOLQUEIST
DAVIS
SMEGAL
LOEHR
GUSTER
BROWN
VANDER SLUIS
Contreras
Truelove
Brooks
Howard
Park

Grau
Steingass
Shea
Krannawitter
Barrera

Bilir

Chavez
Hoglund

charles.forst@360.net
doug@parkwater.com
carrie.gleeson@amwater.com
robert.maclean@amwater.com
JLopez@avrwater.com
luhintz2@verizon.net
Idolqueist@manatt.com
debbie@ejcw.org
tsmegal@-calwater.com
bloehr@greatoakswater.com
tguster@greatoakswater.com
chris@cuwecc.org
mvander@pcl.org
ccg@cpuc.ca.gov
cjt@cpuc.ca.gov
dsb@cpuc.ca.gov
trh@cpuc.ca.gov
jcp@cpuc.ca.gov
jlg@cpuc.ca.gov
jws@cpuc.ca.gov
kms@cpuc.ca.gov
llk@cpuc.ca.gov
Ib3@cpuc.ca.gov
lwa@cpuc.ca.gov
mcv@cpuc.ca.gov
phh@cpuc.ca.gov
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