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MEMORANDUM

DATE: January 4, 2022

TO: Chair and Members of the Formation Commission

FROM: Kate McKenna, Executive Officer, AICP @—/ M‘m}””

SUBJECT: Supplemental Memorandum #1 Transmitting Correspondence from noon on

December 23, 2021 to 12:30 on January 4, 2022 regarding Special LAFCO Meeting
Agenda Item No. 6 — Adoption of a resolution formalizing and effectuating the
Commission’s December 6, 2021 decision to deny the District’s proposed activation
of latent powers to provide and maintain potable water production and distribution
services for retail customers (LAFCO File #21-01)

After distributing the agenda packet for the January 5, 2022 Special LAFCO meeting, our office has
received additional correspondence commenting on Agenda Item No. 6. Correspondence received from
December 23, 2021 to January 4, 2022 is attached to this memorandum. We anticipate additional
correspondence and will share it at the meeting.

Attachment: Correspondence from after 12:00 p.m. on December 23, 2021 to 12:30 p.m. on January 4,
2022 regarding Agenda Item No. 6 on the January 5, 2022 Special LAFCO Meeting Agenda.



SUPPLEMENT 6.3

Correspondence from
December 23, 2021 (noon)
to
January 4, 2022
(12:30 pm)



MONTEREY ‘ PENINSULA
WRITER

MANAGEMENT DISTRICT
December 29, 2021

Ms. Kate McKenna

Executive Officer

Local Agency Formation Commission of Monterey County
132 W. Gabilan St., Suite 102

Salinas, CA 93901

Via Email

Subject: Monterey Peninsula Water Management District 2021 Sphere of Influence,
Annexation, and Latent Power Activation Proposal

Dear Ms. McKenna:

This letter is to inform you that LAFCQ’s staff report in the agenda packet for its January 5,
2022 meeting is deficient, misleading, and continues to exacerbate untruths regarding the
potential impact on water rates in the non-acquired “Central Satellite” systems of California
American Water Company (Cal-Am), especially with respect to Chualar. In LAFCO’s proposed
Resolution for activation of the District’s latent powers, Section 2, regarding Government Code
section 56668(b) under item 2), LAFCO concludes “the Commission determines that the
potential future cost increases to areas served by Cal-Am’s remaining “satellite” water systems
and wastewater systems would be a probable undue hardship for residents of these
communities.”"

Commissioner and Supervisor Lopez’s first and visceral response was to protect the 178
residential connections of Chualar, rather than consider the greater good of the 34,597 residential
connections of the region subject to District acquisition, who also voted overwhelmingly to
approve an acquisition of Cal-Am. Yet the substantial evidence shows that a change to
Chualar’s rate structure is NOT at risk and the LAFCO finding may be arbitrary and capricious.

On December 23, 2021, Cal-Am filed Advice Letter 1353 with the California Public Utilities
Commission (CPUC), several pages of which are excerpted and included as an attachment to this
letter. Key among that filed Advice Letter is a renewal of this statement, cited by the District to
LAFCO previously:

“BR. Central Division - Chualar System — Tariff Rate Design

1. OVERVIEW:

The Chualar service area in the Central Division was acquired from the County of

' LAFCO staff report, Agenda Item No. 6 for January 5, 2022 meeting, Attachment 6.1
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Monterey in 2003 and approved by the Commission in Resolution W-4365 (approving
California American Water Advice Letter No.5635). According to the California State
Water Resources Control Board, Chualar is a disadvantaged community (“DAC”)
defined as “‘community with a median household income (MHI) less than 80% of the
Statewide average.” At the time of acquisition, the Chualar service area had a rate
design comprised of a high monthly service fee and a small quantity rate charge (one
design for all customers except public schools which had its own rate design). Part of the
approved acquisition authorized the rates in the Chualar area to transition to the
Monterey Main rate design over a 5-year period. Once the Monterey rate design was
noticed in Advice Letter 654 to place the Chualar service area on a Monterey style rates
design with tiered rates and a low service charge, a significant protest was lodged by the
Chualar customers.

A negotiation mediated by the Water Division took place and it was agreed upon by all
parties, that the Chualar rate design would continually remain in place and only a CPI
adder would ever be placed annually on the rates effective for the prior year.

2. EFFECTIVE DATE/DURATION:

This rate design process was effectuated by the approval of Advice Letter 654-A
(December 21, 2006) and has remained in place in each and every GRC henceforth.

3. PURPOSE:

The purpose of this statement is to ensure that, unless changed by Commission order, the
rate in the Chualar area will remain on the same rate design on only be inflated by
annual changes in CPI.

Emphasis has been added. Please read the highlights. There is no existential risk to the water
ratepayers of Chualar.

The District has also previously informed LAFCO that the 8 wastewater systems operators were
taken out of the financial feasibility analysis, hence have not been discounted. Further, the
remaining four “Central Satellite” water systems are still separate from the local Monterey Water
System to be acquired for rate-making purposes.? Since most of their “economies of scale”
relate to back-office operations such as billing, customer service, and regulatory compliance, it is
highly unlikely that any of those cost efficiencies would go away if the District acquired the
95.5% of the local system and Cal-Am had to maintain the remainder — at least until they sold
the remainder off and left Monterey County.

Further, as the District has pointed out to LAFCO previously, there are several methods that any
loss of cost efficiencies could be ameliorated with little to no impact on the satellites and
wastewater operations. Two of these included (i) Statewide surcharge on remaining Cal-Am

2 See District letter to K. McKenna, LAFCO, dated 11-15-21
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service areas, and (ii) Cal-Am receives “severance” damages as part of the eminent domain
award to offset such costs.

LAFCO’s own consultant recognized the second bullet point in its 11-22-2021 supplemental
memo. That memo also stated that “assertions of rates doubling have not been documented and
impacts could be mitigated in a number of ways.”

There is substantial evidence showing that any loss of economic efficiencies for the small
satellites could likely be avoided by the small satellite systems themselves. Regarding the
concept of statewide surcharges cited above, there is real and compelling evidence that such is an
available mitigation method approved by the CPUC. As an important model, in its most recent
rate case decision® the CPUC has allowed Cal-Am to do the following:

e (Cal-Am shall seek recovery of any wildfire-related costs incurred after May 31, 2019, on
a statewide basis, pursuant to the provisions adopted in Decision 19-07-015.

e (Cal-Am shall recover the 2017 Larkfield Wildfire related costs, net of received insurance
claims, on a statewide basis.

e The CPUC settlement provides an agreement to allocate the costs associated with Cal-
Am’s acquisitions of Fruitridge, Vista, Rio Plaza, and Hillview (none of which are near
Monterey County) across all ratemaking areas statewide.

e In previous rate cases, the CPUC has allowed a state-wide surcharge for acquisition of
Citizens Water assets by Cal-Am across all regions, including Monterey despite no such
assets located here.

The evidence is clear that the CPUC has the option of spreading costs across the statewide Cal-
Am systems to negate the impact of any loss of as yet unproven cost efficiencies.

The District has therefore determined that your finding on page 6 of the LAFCO packet for Item
No. 6 which states “the remaining “satellite” water systems and wastewater systems would be a
probable undue hardship for residents of these communities Commission determines that that
potential future cost increases to areas served by Cal-Am’s” at this time is purely speculative.
Further the District believes that LAFCO has mis-weighed the sense of scale between the few
178 residential connections in Chualar and the larger 34,597 number of connections reflecting

affected and benefitted citizens most of whom voted in favor of Measure J.

The Monterey Peninsula Water Management District appreciates your continued consideration on
our application. Now is not the time to dismiss.

3 Cal-Am Application 19-07-004 to CPUC for General Rate Case, decision rendered November 2021
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Sincerely,

J LY
David Sto

General Manager
Monterey Peninsula Water Management District




CALIFORNIA PUBLIC UTILITIES COMMISSION
DIVISION OF WATER AND AUDITS

Advice Letter Cover Sheet

Utility Name: California American Water Date Mailed to Service List: December 23, 2021

District: All Service Area

CPUC Utility #: U210W Protest Deadline (20*" Day): January 12, 2022
Advice Letter #: 1353 Review Deadline (30*" Day): January 22, 2022
Tier X1 2 03 Compliance

Requested Effective Date: March 4, 2022
Authorization D.21-11-018
Rate Impact: S$See AL
Description: California American Water 2019 General See AL%
Rate Case Implementation Advice Letter

The protest or response deadline for this advice letter is 20 days from the date that this advice letter was mailed to the service list. Please
see the “Response or Protest” section in the advice letter for more information.

Utility Contact: Kamilah Jones Utility Contact: Jonathan Morse
Phone: 916-568-4232 Phone: 916-568-4237
Email: Kamilah.Jones@amwater.com Email: Jonathan.Morse@amwater.com

DWA Contact: Tariff Unit
Phone: (415)703-1133

Email: Water.Division@cpuc.ca.gov

DWA USE ONLY
DATE STAFF COMMENTS
[ ]APPROVED [ ]WITHDRAWN [ 1REJECTED
Signature: Comments:

Date:



mailto:Water.Division@cpuc.ca.gov

4701 Beloit Drive

P (916) 568-4251
Sacramento, CA 95838

F (916) 568-4260
www.amwater.com

December 23, 2021
ADVICE LETTER NO. 1353
TO THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Pursuant to General Order 96-B, California-American Water Company (“California American
Water”) (U210W) submits for filing the attached changes in tariff schedules applicable to all
Districts:

Purpose:
Decision (“D.”) 21-11-018, issued November 28, 2021, resolved California American Water’s

general rate case application A.19-07-004. The purpose of this advice letter filing is to file
implementation tariffs in compliance with Ordering Paragraph 3 of D.21-11-018, which states:

No later than 30 days following the issuance of this Decision, California American
Water Company (Cal-Am) shall file its Tier 1 General Rate Case implementation
advice letter, including updated tariffs as necessary to reflect all of the
agreements related to capital expenditures and projects in the Los Angeles
County, San Diego County, Ventura County, Central Division, Monterey County
Wastewater, Sacramento County, and Larkfield Districts reached between the
Public Advocates Office of the California Public Utilities Commission; the Cities of
Duarte, San Marino, and Thousand Oaks; the Las Palmas Wastewater
Committee; the Monterey Peninsula Water Management District; and Cal-Am.
Given the timing of the issuance of the decision, the 2021 authorized rates and
tariff changes shall be implemented concurrently with California American
Water’s escalation filing for attrition year 2022.

Discussion:

In compliance with D.21-11-018, California American Water submits these implementation
tariffs. The following describes and reflects all rate changes included in the implementation
tariffs that have occurred since A.19-07-004 was filed.! Additionally, California American Water
made several modifications to the implementation tariffs from the exemplary tariffs included in
Appendix B to D.21-11-018.

e Northern Division
0 Schedule ND-1
= Added Conservation Refunds schedule from Advice Letter 1322
» Included current special condition language for 2020 WRAM/MCBA filings

1D.21-11-018, p.153 (“Cal-Am’s implementation Advice Letter for this Decision should describe and
reflect all rate changes that have occurred int eh time since A.19-07-004 was filed.”)



CALIFORNIA-AMERICAN WATER COMPANY Original Cal. P.U.C. Sheet No. XXXXX-W

655 W. Broadway, Suite 1410
San Diego, CA 92101

PRELIMINARY STATEMENT Sheet 1
(Continued)

BQ. Central Satellite Service Area- Cost Allocation Tariff
1. PURPOSE:

As requested by California American Water A.19-07-004 and pursuant to D. 21-11-018, the test
year revenue requirement for the Central Satellite Service Area, including Chualar, will be
established by escalating the Central Satellite and Chualar revenue requirement by the lower of
the total Monterey County District revenue requirement increase or the applicable annual
compounded Consumer Price Index (CPI). Additionally, as authorized by the CPUC, the entire
revenue requirement of all the various systems have been consolidated for ratemaking
purposes, resulting in only one cost of service and summary of earnings for the entire Central
Division.

The application of the CPI to determine the test year revenue requirement for the Chualar tariff
area has been in effect for many years, recognizing the unique socioeconomic issues of the
Chualar service area. As the costs for the other Central Satellite Division become separated
from the water supply issues on the Monterey Peninsula, it is appropriate that the cost allocation
follow a similar approach.

2. EFFECTIVE DATE/DUARTION:

The Central Satellite Cost Allocation process was established effective January 1, 2021 by the
Commission and shall be effective until modified by further Commission action.

3. APPLICABILITY:

Applicable to California American Water’s Central Satellite Service Area, which includes
customers in Ambler, Toro, Ralph Lane, Garrapata and Chualar.

4. RATEMAKING PROCEDURE:

The revenue in the Monterey Main system (total system minus the Satellite systems) must be
captured and accounted for separately from the revenues in the Satellite systems. Within the
Central Satellite systems, the revenues for Chualar must be kept separate from the revenues of
the remainder of the Central Satellite systems.

(N)

(N)

(Continued)
(TO BE INSERTED BY UTILITY) ISSUED BY (TO BE INSERTED BY C.P.U.C.)
Advice 1353 J. T. LINAM Date Filed
Decision DIRECTOR - Rates & Regulatory Effective

9 Resolution




CALIFORNIA-AMERICAN WATER COMPANY Original Cal. P.U.C. Sheet No. XXXXX-W
655 W. Broadway, Suite 1410
San Diego, CA 92101

PRELIMINARY STATEMENT Sheet 2
(Continued)
BQ. Central Division-Satellite System - Cost Allocation Tariff (Continued) (N)

6. RATEMAKING PROCEDURE:

The revenue requirements for the entire Central Division water system must first be determined in
any rate change process (GRC and Advice Letter). To develop the cost of service at present
rates in a proposed Test, Escalation or Attrition year, the revenues for the three separate rate
areas (Monterey Main, Chualar, remainder of Satellite Systems) must be developed by
multiplying the then present rates by the Test, Escalation or Attrition year average customers
and projected annual average consumption. For Test Year purposes, the total revenues at
present rates in the Satellite systems, including Chualar, will be escalated by the lower of the
overall Central Division system proposed increase, or the CPI projected increase for the Test
Year. Subtracting the projected proposed rate revenues of the Chualar system and other
Satellite systems from the total Central Division revenue requirement will produce the Monterey
Main system projected revenue requirement.

This same process will be followed for all Escalation and Attrition year purposes, wherein the
lower of the Annual CPI or the overall Central Division authorized rate increase will be used to
escalate the satellite system revenue requirements.

(Continued)
(TO BE INSERTED BY UTILITY) ISSUED BY (TO BE INSERTED BY C.P.U.C.)
Advice 1353 J. T. LINAM Date Filed
Decision DIRECTOR - Rates & Regulatory Effective

10 Resolution




CALIFORNIA-AMERICAN WATER COMPANY Original Cal. P.U.C. Sheet No. XXXXX-W
655 W. Broadway, Suite 1410
San Diego, CA 92101

PRELIMINARY STATEMENT Sheet 1
(Continued)
BR. Central Division - Chualar System — Tariff Rate Design (N)

1. OVERVIEW:

The Chualar service area in the Central Division was acquired from the County of Monterey in
2003 and approved by the Commission in Resolution W-4365 (approving California American
Water Advice Letter No.565). According to the California State Water Resources Control Board,
Chualar is a disadvantaged community (“DAC”) defined as “community with a median household
income (MHI) less than 80% of the Statewide average.” At the time of acquisition, the Chualar
service area had a rate design comprised of a high monthly service fee and a small quantity rate
charge (one design for all customers except public schools which had its own rate design). Part
of the approved acquisition authorized the rates in the Chualar area to transition to the Monterey
Main rate design over a 5 year period. Once the Monterey rate design was noticed in Advice
Letter 654 to place the Chualar service area on a Monterey style rates design with tiered rates
and a low service charge, a significant protest was lodged by the Chualar customers. A
negotiation mediated by the Water Division took place and it was agreed upon by all parties, that
the Chualar rate design would continually remain in place and only a CPI adder would ever be
placed annually on the rates effective for the prior year.

2. EFFECTIVE DATE/DURATION:

This rate design process was effectuated by the approval of Advice Letter 654-A (December 21,
2006) and has remained in place in each and every GRC henceforth.

3. PURPOSE:

The purpose of this statement is to ensure that, unless changed by Commission order, the rates
in the Chualar area will remain on the same rate design on only be inflated by annual changes in
CPL.

4. APPLICABILITY:
Applicable to California American Water’s Chualar service area.
5. ACCOUNTING PROCEDURE:

The revenue in the Chualar service area must be kept separate from the revenues of the
remainder of the satellite systems.

6. RATEMAKING PROCEDURE:

The revenue requirement in the Chualar area will be established by multiplying the present rates
annually increased by the actual and projected CPI to the adopted annual consumption and

average annual customers. (N)
(Continued)
(TO BE INSERTED BY UTILITY) ISSUED BY (TO BE INSERTED BY C.P.U.C.)
Advice 1353 J. T. LINAM Date Filed
Decision DIRECTOR - Rates & Regulatory Effective

11 Resolution




MONTEREY PENINSULA

WRFTER

MANAGEMENT DISTRICT
December 30, 2021

Ms. Kate McKenna

Executive Officer

Local Agency Formation Commission of Monterey County
132 W. Gabilan St., Suite 102

Salinas, CA 93901

Via Email

Subject: Monterey Peninsula Water Management District 2021 Sphere of Influence,
Annexation, and Latent Power Activation Proposal

Dear Ms. McKenna:

This letter is to inform you that LAFCQ’s staff report in the agenda packet for its January 5,
2022 meeting is deficient, misleading, and continues to exacerbate untruths regarding the
potential impact of property tax losses to local tax receiving agencies. The staff report also
confuses macroeconomic impacts with microeconomic impacts, and thus further misleads
LAFCO Commissioners.

First, LAFCQ’s staff report, Agenda Item No. 6, on page four repeats the often District-refuted
statement that over a twenty-year period the property tax losses will “be more that $75 million
according to the District’s Raftelis report.”! As we have previously informed LAFCO, the
Raftelis report included an additional $891,300 in annual property tax payments (2020 dollars)
for the portion of the desalination plant then-assumed to be funded by Company equity. That tax
revenue assumed to be generated from a Cal-Am owned desalination plant does not appear to be
moving forward at this time and thus cannot be considered lost revenue. Those phantom
revenues have never been accrued by any local taxing agency. Those theoretic property taxes
will thus not inure to the County, nor be distributed to the agencies. For this reason, the Raftelis
report overstates property tax impacts. Even so, financial feasibility of the District’s proposal
has been shown. LAFCQO’s erroneous statement should be stricken from the staff report.

Second, regarding LAFCO’s conclusion regarding property tax impacts, the LAFCO staff report
for Agenda Item No. 6, on page four, also states “the Commission determines that property tax
reductions resulting from the requested latent powers activation would represent a substantial
and unwarranted long-term impact to local agencies.” However, the District demonstrated both
(1) the impacts are, in fact, NOT substantial, (generally less than one-half of one-percent of each
agency’s total revenue) and (i) the impacts are not long-term. The District’s proposed Revenue
Neutrality Transition Agreements can bring local taxing districts back to whole — or at a
minimum, ameliorate near-term losses, yet still keep pace with inflation.

' LAFCO January 5, 2022 Agenda Item No. 6, page 4

5 Harris Court, Building G, Monterey, CA 93940 ® P.O.Box 85, Monterey, CA 93942-0085
831-658-5600 ® Fax 831-642-9560 ® www.mpwmd.net
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The District has already sent proposed tax-sharing agreements to the fourteen local taxing
agencies identified by LAFCO and expressed our desire to negotiate a transition. The proposed
agreements would, in fact, guarantee interim financial relief to local agencies. Hence, LAFCO’s
erroneous statement should be stricken from the staff report.

The Monterey Peninsula Water Management District appreciates your continued consideration on
our application. Now is the time to weigh the substantial evidence already provided and approve
the District application.

Sincerely,

-

David Stol
General Manager

13



George M. Soneff

I I lana Manatt, Phelps & Phillips, LLP
Direct Dial: (310) 312-4186

gsoneff@manatt.com

January 3, 2022

Ms. Kate McKenna

Executive Officer, LAFCO of Monterey County
132 W. Gabilan St., Suite 102

Salinas, CA 93901

Re:  January 5, 2022 LAFCO Meeting (Agenda Item No. 6): Adoption of a
resolution formalizing and effectuating the Commission’s December 6,
2021 decision to deny the Monterey Peninsula Water Management
District’s proposed activation of latent powers to provide and maintain

potable water production and distribution services for retail customers
(LAFCO File #21-01)

Dear Ms. McKenna:

This responds to the December 29 and 30, 2021 letters sent to LAFCO by David
Stoldt on behalf of MPWMD.

Loss of Property Tax Revenues

Mr. Stoldt’s December 30 letter asserts that LAFCO's staff report “continues to
exacerbate untruths” and “misleads LAFCO Commissioners” about the economic impacts of
tax losses that County agencies would suffer as a result of the District’s project.

The staff report contains no untruths, and attack on staff’s property tax analysis
is inappropriate and misguided. For example:

e The projected loss of more than $75 million to the agencies comes directly
from the District’s own financial analysis that was conducted by Raftelis.
The analysis was submitted to LAFCO to supposedly demonstrate the
“savings” the District could use to reduce water rates. For the District to
now claim that its own $75 million plus in “savings” is overstated
undermines the very foundation for the financial analysis that is the
rationale for the District’s takeover proposal.

e The supposed “tax sharing agreements” the District suggests can be
negotiated with fourteen agencies to “ameliorate near-term losses” do not
exist. They are purely speculative. And even in the District’s imagination,
the agreements would be short-term band-aids for only a few years,

Manatt, Phelps & Phillips, LLP 2049 Century Park East, Suite 1700, Los Angeles, California 90067 Tel: 310.312.4000 Fax: 310.312.4224
Albany | Boston | Chicago | Los Angeles | New York | Orange County | Palo Alto | Sacramento | San Francisco | Washington, D.C.
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manatt

January 3, 2022
Page 2

leaving the agencies with permanent losses of annual property tax
revenues.

Impacts to Remaining Customers

Mr. Stoldt’'s December 29 letter says that LAFCO’s staff report is “deficient,
misleading, and continues to exacerbate untruths” about the impact on water and
wastewater rates for those residents, such as in Chualar, who will remain Cal-Am
customers after 95% of Cal-Am’s water system is taken by the District. The letter argues
that the Public Utilities Commission rate-setting process will limit any rate increases for
those customers by enforcing a ceiling based upon the Consumer Price Index.

Attached is a letter from Jeffrey Linam, Cal-Am’s Senior Director of Rates, which
demonstrates that the District is ignoring the reality of how rates are set by the PUC,
and how they will be set in the future if the District takes 95% of Cal-Am’s water
system. In short, Chualar residents and the others in the “satellite systems” would
likely suffer increased rates in the next PUC rate-setting cycle because Cal-Am’s
“revenue requirement” (cost to serve those residents) will be higher once they are in
“stand alone” utility systems without the benefit of Cal-Am’s main water system
facilities and personnel. The District refuses to acknowledge or confront the reality of
these negative impacts of its proposal.

Sincerely,

(o= S

George M. Soneff

cc: Richard Berkson
Jonathan Brinkman
Darren McBain
David Stoldt

400942752.1

15



CALIFORNIA

AMERICAN WATER
January 3, 2022

Ms. Kate McKenna

Executive Officer, LAFCO of Monterey County
132 W. Gabilan St., Suite 102

Salinas, CA 93901

Re: January 5, 2022 LAFCO Hearing Agenda Iltem 6
Adoption of Resolution re Monterey Peninsula Water Management District

Dear Ms. McKenna:

| am the Senior Director of Rates for California-American Water Company ("Cal-Am"). | am
responsible for overseeing the preparation, filing, and processing of requests for rate
adjustments, financing, acquisitions or any other applications filed by Cal-Am before the
California Public Utilities Commission ("CPUC"). | have been employed by Cal-Am since October
2009. | received a Bachelor of Arts degree from Claremont McKenna College in Mathematics
and Economics and an MBA from the Anderson School of Management at UCLA. | am a certified
Public Accountant and a Certified Management Accountant.

| am writing in response to David Stoldt's December 29, 2021 letter to you regarding the above-
referenced matter—specifically in response to Mr. Stoldt's erroneous assertions regarding rate
setting for the Chualar Water System operated by Cal-Am as part of its Central Division.

Mr. Stoldt quotes from Cal-Am's Advice Letter 1353, which implements water rates for all of Cal-
Am's water systems in California, as determined by the CPUC in its Decision 21-11-018, issued
on November 23, 2021. As a Class A water utility, Cal-Am is required to file a general rate case
with the CPUC every three years. The CPUC determines Cal-Am's revenue requirement for each
of its water systems statewide and sets rates designed to meet those revenue requirements.
Cal-Am's next general rate case is scheduled to be filed before the CPUC in July 2022.

Mr. Stoldt quotes a portion of the submitted tariff applicable to Chualar. The portion quoted by
Mr. Stoldt makes clear that Chualar's water rates may be changed at any time by the CPUC:

3. PURPOSE

The purpose of this statement is to ensure that, unless changed by
Commission order, the rate in the Chualar area will remain on the same rate
design or only be inflated by annual changes in CPI. (Stoldt December 29, 2021
letter, at p. 2, emphasis added.)

Similarly, Cal-Am's submitted cost allocation tariff that accompanies Mr. Stoldt's letter
states that the Central Satellite Cost Allocation process "shall be effective until
modified by further Commission action." (Attachment to Stoldt Letter, at p. 3, 2,
emphasis added.)

Mr. Stoldt overlooks these provisions when he asserts that "[t]here is no existential risk to the water
ratepayers of Chualar." (Stoldt December 29, 2021 letter, at p. 2.) He incorrectly assumes that
future Chualar water rates after MPWMD's proposed acquisition would apply current water rates
that have been set based on entirely different current conditions—namely, that Chualar ratepayers
are part of Cal-Am's Central Division and enjoy economies of scale that derive from being part of a
larger water system. If MPWMD were to acquire 95.5% of Cal-Am's Central Division—as it
proposes to do—Chualar would no longer derive the benefits and economies of

WE KEEP LIFE FLOWING®
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scale from being part of Cal-Am's larger Central Division, and its future water rates would be set
to reflect this entirely new situation.

This means that the CPUC would consider setting water rates for Chualar customers in a future
rate case as a standalone system, without the benefits and economies of scale of being part of
a larger water district. Mr. Stoldt's assumption that Chualar's water rates would not increase in
the future is simply incorrect.

Mr. Stoldt has failed to provide another portion of Cal-Am's proposed tariff which makes clear
how Chualar's rates are subsidized by other customers in Cal-Am's Central Division. Cal-Am's
proposed Schedule No. CEN-SAT (a part of Advice Letter 1353) provides:

Chualar's rates are inflated in each General Rate Case based on the five-year
average Consumer Price Index. Chualar's total revenue is deducted from
Central Division's revenue requirement and the remaining amount is collected
from the other Central Satellite and the Monterey Service Areas. (See
Exhibit A attached, at p. 3, /4, emphasis added.)

If MPWMD's proposed acquisition of the Monterey Service Area were to proceed, Chualar's
"remaining amount" could not be collected from the nearly 40,000 connections in the Monterey
Service Area. A different rate structure for Chualar would need to be designed and implemented,
with a serious risk to Chualar ratepayers of a significant increase in rates. Mr. Stoldt's suggestion
that Chualar's remaining amount could be collected from Cal-Am's other customers statewide is
rank speculation. The argument that LAFCO should rely on the CPUC requiring Cal-Am
customers in Los Angeles or some other county to subsidize Chualar residents assumes that the
Public Advocates Office and the ratepayers in those other areas would not successfully object. It
is an assumption that is hard to justify. Similarly, the argument that future “severance damages”
might be awarded to protect Chualar residents also finds no support in anything that has been
submitted to LAFCO or the CPUC.

The history of Cal-Am's acquisition of the Chualar Water System shows that deconsolidating
Chualar from Cal-Am's Central Division would be detrimental to Chualar's ratepayers.

Cal-Am acquired the Chualar Water System (along with the Ralph Lane Water System) from the
County of Monterey in a transaction approved by the CPUC on January 16, 2003 by Resolution
No. W-4365. A copy of the CPUC's resolution is attached to this letter as Exhibit B. As the
Resolution indicates, the County had been subsidizing the Chualar Water System for many years
and no longer wanted to do so:

The County has heavily subsidized [Ralph Lane Water] and [Chualar Water] over
the years and does not wish to continue doing so. In order for the two systems to
stand-alone financially without being subsidized, the County would have to raise
rates considerably. In negotiations with Cal-Am regarding the possible sale of
the two systems, the County determined that Cal-Am was not only ready and
willing to purchase and operate the two systems, but would also be able to
charge rates that would be lower than what the County would eventually have to
charge. In view of this, the County Board of Supervisors, at its regular meeting of
October 16, 2001, approved the sale of RLW and CW to Cal-Am. (Exh. B, p. 2.)

Thus, the County recognized 20 years ago that it "would have to raise rates considerably" for
Chualar to be operated on a standalone basis, without continued subsidization. The County did
not want to continue to own and operate the Chualar water system, and now MPWMD does not
want to acquire Chualar either. While Cal-Am has been able to subsidize the Chualar system as
part of Cal-Am's larger Central Division, that subsidy would end if MPWMD acquired 95.5% of
Cal-Am's Central Division, as it proposes to do. The revenue requirement that would be needed
to operate the Chualar system as a standalone system (or as part of the remaining 4.5% of

Page 2
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Cal-Am's Central Division that MPWMD is not proposing to acquire) would need to be
significantly larger on a per-customer basis. The CPUC would need to consider this entirely new
array of facts in setting future water rates for Chualar customers. The CPUC is not somehow
foreclosed from doing so, as Mr. Stoldt tries to argue.

Cal-Am's acquisition of the Chualar water system was supported by state policies that encourage,
and recognize the benefits of, larger water systems like Cal-Am acquiring and operating smaller
systems like Chualar.

The Legislature adopted the Public Water System Investment and Consolidation Act of 1997
(Pub. Util. Code §§2718 et seq.) to encourage the consolidation of smaller water systems into
larger systems. The Legislature found that "[s]cale economies are achievable in the operation of
public water systems" and that consolidations "will provide benefits to ratepayers.” (Pub. Util.
Code §2719(b) and (d).) By deconsolidating Chualar from Cal-Am's Central Division—as
MPWMD proposes—scale economies recognized by the Legislature would be lost, as would the
"benefits to ratepayers" in Chualar.

The CPUC's Water Action Plan (https:/docs.cpuc.ca.qgov/PUBLISHED/Graphics/125501.PDF)
likewise encourages larger water systems to acquire and operate smaller systems. It provides:

Smaller water companies often do not have the resources or expertise to operate
in full compliance with increasingly stringent and complex water quality
regulations. Many water companies are too small to be viable in the long-term,
raising questions as to whether they will be able to continue to provide clean and
reliable water in the future. DPH requests Class A utilities (over 10,000
connections) to report on an annual basis which smaller utilities they might
consider purchasing. (Water Action Plan, at p. 9.)

The State Water Resources Control Board also supports consolidation of small water systems
into larger ones, recognizing that "[s]mall public water systems are often less resilient to natural
disasters, such as drought and fire, have more difficulty adjusting to regulatory changes, and may
struggle to fund infrastructure maintenance and replacement due to poor economies of scale and
lack of staff."

(https://lwww.waterboards.ca.gov/drinking water/certlic/drinkingwater/waterpartnership.html) The
State Water Resources Control Board is even empowered to order the consolidation of smaller
systems into large ones when the smaller system fails to provide an adequate supply of safe
drinking water. See Health & Safety Code §116682.

All of these state policies recognize the benefits and economies of scale that resulted from the
Chualar system's consolidation into Cal-Am's Central Division. MPWMD's proposal to acquire
95.5% of Cal-Am's Central Division—but not Chualar and other smaller satellite systems—would
negate these benefits and economies of scale. If MPWMD's acquisition were to proceed, the
CPUC would necessarily consider the completely different set of circumstances when setting
future water rates for Chualar and Cal-Am's other remaining systems.

In sum, Chualar customers are being asked to suffer the negative consequences of
deconsolidation which are inherent in MPWMD's proposal. MPWMD's assertion that Chualar's
rates will not be raised in the future because they have not been raised while Chualar has
experienced the benefits of consolidation is simply wrong.

Sincerely,

Jeffrey T. Linam

Page 3
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CALIFORNIA-AMERICAN WATER COMPANY

655 W. Broadway, Suite 1410
San Diego, CA 92101

Cancelling

Revised
Revised

Cal. P.U.C. Sheet No.
Cal. P.U.C. Sheet No.

XXXXX-W
9902-W

APPLICABILITY

Schedule No. CEN-SAT
Central Satellite Tariff Area

GENERAL METERED SERVICE

Applicable to all water furnished on a metered basis.

CENTRAL DIVISION TARIFF AREA RATES:

Central Satellite Service Area - Amber Park, Toro, Ralph Lane, Garrapata

TERRITORY

Sheet 1

Toro sub-unit, Monterey County, Ambler Park Subdivision, Oaks subdivision, Rim Rock subdivision, Rancho
El Toro Country Club (located nine miles southwest of Salinas), Chualar sub-units, Ralph Lane, and vicinity.
The unincorporated communities, subdivisions, and adjacent areas generally known as Garrapata and

vicinity.

RATES:
Quantity Rates:

Residential Customers:

For the first 59.8 CGL
For the next 74.8 CGL
For the next 650.8 CGL

For all waterover 7854 CGL.......................o ..

All Other Customers:

For all water delivered, per CGL....................o.

Service Charge: General Metered

For 5/8 x 3/4-inch meter
For 3/4-inch meter
For 1-inch meter......
For 1-1/2-inch meter

For2-inchmeter................ooo i,
For3-inchmeter................oo .
Ford-inchmeter............ooiiii i,
ForB-inchmeter............oooi i,
For8-inchmeter............ooiiii i,

Base Rate

Per 100 gal (CGL)

Per Meter
Per Month

$14.58
$21.87
$36.45
$72.89
$116.62
$218.65
$364.43
$728.86

$1,166.18

The Meter Charge is a readiness-to-serve charge applicable to all metered service and to which
is added to the charge for water furnished, which is based on Quantity Rates.

(Continued)
(TO BE INSERTED BY UTILITY) ISSUED BY (TO BE INSERTED BY C.P.U.C.)
Advice 1353 J. T. LINAM Date Filed
Decision DIRECTOR - Rates & Regulatory Effective
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CALIFORNIA-AMERICAN WATER COMPANY Revised
655 W. Broadway, Suite 1410 Cancelling  Revised
San Diego, CA 92101

Cal. P.U.C. Sheet No. XXXXX-W
Cal. P.U.C. Sheet No. 9903-W

Schedule No. CEN-SAT Sheet 2
Central Satellite Tariff Area
GENERAL METERED SERVICE
CENTRAL DIVISION (continued)
CENTRAL SATELLITE TARIFF AREA (Continued):
Chualar Service Area
(D)
RATES: (L)
Residential Customers: Base Rate
Per 100 gal (CGL) m
For all water delivered, per CGL...............................  $0.0995
Meter Charge for all sizes..................coooieo. - $25.98
Public Schools:
For all water delivered, per CGL..............cooviviiinn. $0.0603 ()]
Meter Charge for all sizes......................cocoooe. $33.90 (L)
(Continued)
(TO BE INSERTED BY UTILITY) ISSUED BY (TO BE INSERTED BY C.P.U.C.)
Advice 1353 J. T. LINAM Date Filed
Decision DIRECTOR - Rates & Regulatory Effective
21 Resolution




CALIFORNIA-AMERICAN WATER COMPANY Revised
655 W. Broadway, Suite 1410 Cancelling  Revised
San Diego, CA 92101

Cal. P.U.C. Sheet No. XXXXX-W
Cal. P.U.C. Sheet No. 9978-W

Schedule No. CEN-SAT
Central Satellite Tariff Area
GENERAL METERED SERVICE

CENTRAL DIVISION TARIFF AREA

Sheet 3

SPECIAL CONDITIONS:
General Items:
ALL CENTRAL SATELLITE SERVICE AREA (N)
1. Qualifying customers can receive a discount on their bill. Customers must apply with the Company
for acceptance into the Customer Assistance Program. For additional details, please see Tariff
Schedule No. CA-CAP.
(D)
2. In accordance with Section 2714 of the Public Utilities Code, if a tenant in a rental unit leaves
owing California American Water money, service to subsequent tenants in that unit will, at
California American Water’s option, be furnished on the account of the landlord or property owner.
3. In accordance with the Preliminary Statements, the cost allocation for the Central Satellite Tariff (N)

Area established in the General Rate Case process is based on an inflationary increase.

4. Chualar’s rates are inflated in each General Rate Case based on the five-year average Consumer
Price Index. Chualar’s total revenue is deducted from Central Division’s revenue requirement and
the remaining amount is collected from the other Central Satellite and the Monterey Service Areas.

5. Pursuant to Decision D.18-05-027 and in accordance with the Preliminary Statement, the Annual
Consumption Adjustment Mechanism (ACAM) provides for an annual adjustment to California
American Water Central Satellite Tariff Area rates based on the 12-month actual consumption
ending September 30th of the prior year. The Chualar Service Area is excluded from the ACAM.

Fees and Surcharges:

ALL CENTRAL SATELLITE SERVICE AREA

(N)

1. All bills are subject to the reimbursement fee set forth in Schedule No. UF

2. A 1.00% surcharge is included on each bill to collect franchise taxes and/or business license fees
paid to Monterey County. The amount collected is based on a percentage of the gross revenues

of each bill.

3. Asurcharge for the Customer Assistance Program (CAP) program is applied to each California (D)

American Water customer bill. Please refer to tariff CA-FEES for charges and details. (©)
(©)
4. Per D.21-11-018, the under-collected balance in the Central Satellite Consolidated Expense
Balancing Account will be recovered through a quantity-based surcharge of $0.0397 per 100 (©)
gallons over 24 months. This total amount will be recovered from all classes of customers except
for Chualar customers. The surcharge will be updated in California American Water’'s 2022 (C)
Escalation filing. (C)
()
(Continued)
(TO BE INSERTED BY UTILITY) ISSUED BY (TO BE INSERTED BY C.P.U.C.)
Advice 1353 J. T. LINAM Date Filed
Decision DIRECTOR - Rates & Regulatory Effective
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CALIFORNIA-AMERICAN WATER COMPANY Revised
655 W. Broadway, Suite 1410 Cancelling  Revised
San Diego, CA 92101

Cal. P.U.C. Sheet No. XXXXX-W

Cal. P.U.C. Sheet No. 10011-W

Schedule No. CEN-SAT
Central Satellite Tariff Area
GENERAL METERED SERVICE

CENTRAL DIVISION TARIFF AREA (Continued)

SPECIAL CONDITIONS
Fees and Surcharges (Continued):

ALL CENTRAL SATELLITE SERVICE AREA (Continued)

Sheet 4

5. Per Advice Letter 1327, a surcharge/surcredit is included in each bill to recover the net under/over-
collection in the Water Revenue Adjustment Mechanism (WRAM) and Modified Cost Balancing
Account (MCBA). For the period ending December 31, 2020, the net under-collection totals
$545,912 including interest. The surcharge of $0.1906 per 100 gallons is set to recover the under-

collection at a rate equal to 15% of the authorized revenue requirement as approved by D.21-11- (©)
018. The Chualar service area is excluded from this surcharge.
(D)
6. Per D.18-12-021 a meter-based bill credit for the 2020 Excess Plant Related Accumulated (D)
Deferred Income Tax will be refunded to customers over the 12-month period beginning
November 1, 2021, as shown in the table below. M
Meter Size Refund_s by Meter
Equivalents
5/8 x 3/4 $0.38
3/4 $0.57
1 $0.95
112 $1.89
2 $3.03
3 $5.68
4 $9.46
6 $18.93
8 $30.28
10 $43.53
(D)
(D)
AMBLER PARK SERVICE AREA ONLY U
Water Revenue Adjustment Mechanism (WRAM) and Modified Cost Balancing Account (MCBA)
Surcharge
1. A surcharge/surcredit is included in each bill to recover the net under/over-collection in the
Water Revenue Adjustment Mechanism (WRAM) and Modified Cost Balancing Account
(MCBA). For the period ending December 31, 2020, the net under-collection totals $694,352
including interest. The surcharge of $0.1894 per 100 gallons is set to recover the under-
collection at a rate equal to 15% of the authorized revenue requirement as approved by D.21- ©)
11-018.
(L)
(Continued)
(TO BE INSERTED BY UTILITY) ISSUED BY (TO BE INSERTED BY C.P.U.C.)
Advice 1353 J. T. LINAM Date Filed
Decision DIRECTOR - Rates & Regulatory Effective
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CALIFORNIA-AMERICAN WATER COMPANY Revised
655 W. Broadway, Suite 1410 Cancelling  Revised
San Diego, CA 92101

Cal. P.U.C. Sheet No. XXXXX-W
Cal. P.U.C. Sheet No. 10065-W

Schedule No. CEN-SAT
Central Satellite Tariff Area
GENERAL METERED SERVICE

CENTRAL DIVISION TARIFF AREA (Continued)

SPECIAL CONDITIONS (Continued)
Fees and Surcharges (Continued):

TORO SERVICE AREA ONLY

Sheet 5

Water Revenue Adjustment Mechanism (WRAM) and Modified Cost Balancing Account (MCBA)

Surcharge

1. A surcharge/surcredit is included in each bill to recover the net under/over-collection in the
Water Revenue Adjustment Mechanism (WRAM) and Modified Cost Balancing Account
(MCBA). For the period ending December 31, 2020, the net under-collection totals $321,998
including interest. The surcharge of $0.1982 per 100 gallons is set to recover the under-
collection at a rate equal to 15% of the authorized revenue requirement as approved by

D.21-11-018.

GARRAPATA SERVICE AREA ONLY

1. The Safe Drinking Water State Revolving Fund (SDWSRF) surcharge is in addition to the water
bill. This surcharge must be identified on each bill. The surcharge is specifically for the
repayment of a loan under the American Recovery and Reinvestment Act for SDWSRF projects
authorized by Resolution W-4788, dated September 24, 2009. The surcharge to repay the loan
will last until the loan is fully paid. The surcharge rates are subject to periodic adjustment. The
monthly surcharge is $16.62 for years 1-10; and $15.11 for years 11-19 of the repayment period.
The surcharge revenues shall be tracked separately and shall be used only for the repayment
for the SDWSRF loan described in Resolution W-4788. This surcharge only applies to

customers in the Garrapata service area.

(TO BE INSERTED BY UTILITY) ISSUED BY
Advice 1353 J. T. LINAM
Decision DIRECTOR - Rates & Regulatory
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WATER/ABJ/PTL:jlj
PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

WATER DIVISION RESOLUTION NO. W-4365
Water Branch January 16, 2003

(RES. NO. W-4365), CALIFORNIA-AMERICAN WATER COMPANY
(CAL-AM). ORDER AUTHORIZING CAL-AM TO FILE RATE
SCHEDULES FOR RALPH LANE WATER SYSTEM AND CHUALAR
WATER SYSTEM WHICH ARE TO BE ACQUIRED FROM MONTEREY
COUNTY.

SUMMARY

By Advice Letter No. 565, filed May 6, 2002, Cal-Am requests the authority to purchase
the County of Monterey’s (County) Ralph Lane Water System (RLW) and Chualar
Water System (CW). Section 4.01 of Appendix D of Commission Decision (D.) 99-10-
064, dated October 21, 1999, in the “Order Instituting Rulemaking On The
Commission’s Own Motion to Set Rules and to Provide Guidelines for the Acquisition
and Mergers of Water Companies,” does not require a privately-owned utility to obtain
authorization from the Commission before acquiring a publicly-owned utility.
Therefore, this resolution grants Cal-Am authority to file rate schedules for RLW and
CW once the two systems are acquired from Monterey County.

BACKGROUND

Cal-Am requests authority to purchase RLW and CW from the County in conformance
with the terms and conditions of Section 4.00 of Appendix D to Decision 99-10-064, in
the Order Instituting Rulemaking on the Commission’s Own Motion to Set Rules and to
Provide Guidelines for the Acquisition and Mergers of Water Companies. As indicated
in the Summary Section above, D.99-10-064 does not require a privately-owned utility
to obtain authorization from the Commission before acquiring a publicly-owned utility.
Cal-Am submits the new rate schedules and revised service area maps delineating the
territory it proposes to acquire under Section V of General Order 96-A (GO 96-A) and
Section 455 of the Public Utilities Code.

139606
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Resolution W-4365 January 16, 2003
CAL-AM/AL 565/ABJ/PTLjlj

Section 4.00 of Appendix D to D.99-10-064, “Acquisition of Mutual and Publicly-owned
Water Systems” is the applicable authority for this advice letter.

The County has heavily subsidized RLW and CW over the years and does not wish to
continue doing so. In order for the two systems to stand-alone financially without
being subsidized, the County would have to raise rates considerably. In negotiations
with Cal-Am regarding the possible sale of the two systems, the County determined
that Cal-Am was not only ready and willing to purchase and operate the two systems,
but would also be able to charge rates that would be lower than what the County would
eventually have to charge. In view of this, the County Board of Supervisors, at its
regular meeting of October 16, 2001, approved the sale of RLW and CW to Cal-Am. The
County reviewed the legal requirements regarding the sale of the two systems and
determined that they were not required to hold an election among system customers for
approval. The current monthly bill for a RLW customer using 1400 cubic feet of water
is $67.14. The current monthly bill for a CW customer using 1400 cubic feet of water is
$27.60.

Section 4.02 of Appendix D to D.99-10-064 states in part,

“.... the acquiring utility should be authorized to file an advice letter placing into
effect the existing rates of its adjacent or nearby water system, the acquired
system’s rates, or rates lower than either.”

Cal-Am requests authorization to apply the tariff rates applicable as of January 1, 2002,
for its Hidden Hills Subdivision, immediately to the customers of RLW, which will
produce a monthly bill of $52.84. Cal-Am also requests authorization to retain the
existing rates the County charges CW customers and incrementally increases the rates
over the next five years until they reach the same level as those in its Hidden Hills
Subdivision, which is nearby.

DISCUSSION

As required on page 10 of the Mergers and Acquisition OIR, the utility may propose
rates for the acquired systems; the Commission must decide whether those proposed
rates are reasonable. Both the RLW and CW systems will be merged with Cal-Am’s
Monterey District. The Monterey District rates, which have been determined to be fair
and reasonable by the Commission in its last general rate case, are presently lower than
RLW’s current rates and higher than CW’s current rates.

Cal-Am proposes to reduce RLW'’s rates to match its Monterey District rates. Because
the number of customers in the RLW system is insignificant compared to the number of
customers in the Monterey District, there will be no impact on the cost of providing



Resolution W-4365 January 16, 2003
CAL-AM/AL 565/ABJ/PTLjlj

service and, therefore, no effect on rates in the Monterey District after Cal-Am acquires
RLW. In view of this, the Division believes that the rates proposed for Cal-Am’s newly
acquired RLW customers are fair and reasonable.

As stated above, CW'’s rates are currently lower than the Monterey District’s rates. In
order to alleviate rate shock to the CW customers, Cal-Am proposes to keep the CW
rates as they are and incrementally increase the rates over the next five years until they
reach the same level as those in the Monterey District into which it will be merged.
Because the number of customers in the CW system is insignificant compared to the
number of customers in the Monterey District, the lower rates assessed the CW
customers will have no impact on the cost of providing service and, therefore, no effect
on rates in the Monterey District after Cal-Am acquires CW. In view of this, the
Division believes that the rates proposed for Cal-Am’s newly acquired CW customers
are fair and reasonable.

NOTICE AND PUBLIC MEETINGS

Over the last year-and-one-half, the County has held several community town meetings
with RLW and CW customers discussing the sale and the potential rate implications.

All customers were individually notified of the meetings and were invited to participate
in the discussions.

The County held a formal public meeting on October 10, 2001, to discuss the sale and
potential rate implications on customers. All RLW and CW customers were
individually notified of the meeting. The comparison of rates both under Cal-Am
ownership and under the ownership of the County were the focus of discussion at the
meeting. There were no protests concerning the proposed sale.

FINDINGS AND CONCLUSIONS

1. Itisin the ratepayer’s interest that Cal-Am purchase and take over ownership of the
RLW and CW systems.

2. The rates for RLW and CW meet the requirements of D.99-10-064.

THEREFORE IT IS ORDERED THAT:

1. California-American Water Company is ordered to provide to the Water Division a
true copy of the instrument effecting the sale and transfer of ownership of Ralph
Lane Water System and the Chualar Water System from Monterey County to
California-American Water Company once the sale and transfer is consummated.



Resolution W-4365 January 16, 2003
CAL-AM/AL 565/ABJ/PTLjlj

2. California-American Water Company is authorized to make effective Schedule No.
MO CO-1, General Metered Service, revised Schedule No. MO-4, Private Fire
Protection Service, and revised service area maps, attached to Advice Letter 565,
upon compliance with requirement set forth in Ordering Paragraph 1. Revised rate
schedules and service area maps will become effective five days after receipt of sale
and transfer instrument required in Ordering Paragraph 1.

3. This resolution is effective today.
| certify that the foregoing resolution was duly introduced, passed, and adopted at a

conference of the Public Utilities Commission of the State of California held on January
16, 2003; the following Commissioners voting favorably thereon:

WESLEY M. FRANKLIN
Executive Director

MICHAEL R. PEEVEY
President

CARL W. WOOD

LORETTA M. LYNCH

GEOFFREY F. BROWN

SUSAN P. KENNEDY

Commissioners



From: Ron Weitzman <ronweitzman@redshift.com>
Sent: Friday, December 24, 2021 12:03:38 PM

To: waterplus@redshift.com <waterplus@redshift.com>
Subject: Two Water Letters in Today's Herald

All: Please excuse my brief editorializing re the two letters
below: Hurrah! --Ron

Also: Merry Christmas to All!

Anti-Cal Am buyout letters made unsupported claims

Three recent letters have made many unsupported claims. The actual facts
indicate: 1. Satellite systems’ rates would not double. Chualar rate increases
would actually be minimal because they are protected by the CPUC from

any rate increase beyond the CPI, which has run 1-2% over the past years.
Only 15 of the 40 affected agencies would lose more than $5,000 annually.
The water district has made a commitment to make up a substantial portion of
tax losses over several years. The total loss to the 40 affected communities
would be $1.26 million. 2. Most school districts would lose nothing because
they are made whole by the state backfilling policy. 3. The fire district would
lose $140,000 not the millions as stated in one claim. 4. Some of the best
financial experts in the country have determined that the buyout of Cal Am is
feasible and in the residents’ interest because of significantly lower customer
rates. 5. A public agency tasked with carrying out the mandate of 24,000+
voters is not a special interest group. 6. It took two public agencies working
together to produce the only new water source in our area — the award-
winning Pure Water Monterey projects. 7. The cost of the debt is unknown
because the final cost of Cal Am assets by a jury will set the price. 8. The
minimal rate increase for 904 households does not trump the desire for much
lower rates to 39,489 households. Democracy supports the will of the majority.

— Walt Notley, Carmel
LAFCO should reverse its Cal Am buyout vote

LAFCOQO’s decision to deny the Monterey Peninsula Water Management
District's (MPWMD) request to activate its latent powers was unconscionable.
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The buyout was found to be financially feasible. LAFCQO’s own independent
consultant confirmed that the buyout is feasible. LAFCO’s own staff
recommended approval.

The LAFCO board ignored the facts and based their decision on personal
biases like Commissioner Matt Gourley’s comment, “the government cannot
run anything efficiently,” and irrelevant statements about water supply.

Cal Am has owned the Peninsula’s water delivery system for over a half
century. But, it is the MPWMD that has successfully developed several water
supply projects for the Peninsula. The latest project, Pure Water Monterey
(PWM), developed in partnership with Monterey One, is now producing
sufficient water to allow Cal Am to stop its illegal overdrafting of the Carmel
River.

Cal Am has known for several years that the PWM expansion project is
feasible, cost effective and environmentally superior to its desal plant.
However, Cal Am continues to promote its desal and stall the PWM expansion
at the CPUC. Why?

Drinking water is a public resource that should be managed by public
agencies, not private companies. Cal Am’s profit motivation is at odds with the
public good.

We have a capable, well-run water management district with a well-qualified,
diligent staff, outstanding general manager, counsel and a board of directors
that is attuned to the needs of its constituents.

For the good of all our communities, | urge LAFCO to reconsider and reverse
its decision on Jan. 5.

— Anna Thompson, Carmel
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From: Timothy Ward <tward74058@aol.com>

Sent: Friday, December 24, 2021 2:05 PM

To: Maluki, Safarina x5109 <MalukiS@monterey.lafco.ca.gov>
Subject: Public Comment

Dear LAFCO members,

Please reconsider your vote that denies Monterey Peninsula and Carmel
Valley residents the right

to have affordable water. We voted overwhelmingly to buy out Cal Am. We
would still be paying taxes when it becomes a public utility. I don't think that
private interests of Cal Am staying in business should overturn the will of the
people. I see a lot of waste in Cal Am's business model, including millions
spent on attorney fees and meaningless public relations programs that add
to our monthly bill.

Sincerely,

Timothy Ward
Carmel Valley
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From: Ron Weitzman <ronweitzman@redshift.com>

Sent: Saturday, December 25, 2021 9:32:06 AM

To: waterplus@redshift.com <waterplus@redshift.com>

Subject: Water Letters on the CRYCO Decision in this Week's Pine Cone

NO LAFFING MATTER
Water District Saved the Day

Dear Editor,

It was sad to see the letter last week from Lauren Cohen who applauded
LAFCOQO’s denial of the Water District's latent powers to run a water service, as
required by Measure J. The writer even recommended that the Water District
be disbanded! Is the writer is totally unaware that in the past 5 years the
Water District working with Monterey One Water has given us 3,500 acre-feet
of new water from Pure Water Monterey. This water is the only reason Cal Am
can meet the State’s cease and desist order to stop over drafting the Carmel
River. Even the Marina Coast Water District is involved. All of them are
government agencies doing good work! And, they are doing it publicly, not
privately with no accountability.

Cal Am hasn’t provided one drop of new water for the Peninsula despite the
CDO on the Carmel River since 1995. They have instead opposed and
impeded the expansion of Pure Water Monterey. Once the Expansion is
complete we will have all the water we need for the next 20 to 30 years.

Cal Am's only effort has been to try to develop an ill-conceived (slant wells in
Marina’s aquifer) and illegal (no water rights) desal plant of their dreams—one
that would (if ever built) provide water, yes, but it would be the most expensive
water in the world. Everything they do is a money grab. Rates are going up
now.

Desal is definitely in our future—we will need it one day, but it should be
properly planned as a regional desal for the entire Monterey Bay Area. It
would provide economy of scale, be publicly owned and run, with open books
for the public to see and not one designed to provide ever greater dividends to
Cal Am shareholders.
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Myrleen Fisher, Carmel

Carmel Pine Cone |December 17, 2021

Buyout deserves 'fair process’
Dear Editor,

The Pine Cone’s recent article about the vote to deny the Monterey Peninsula
Water Management District's LAFCO application omitted a crucial fact:
LAFCO was only being asked for conditional approval. LAFCQO’s professional
staff spent 9 months researching and evaluating every objection to the
application, and had imposed 6 detailed conditions to minimize any potential
negative effects of a successful buyout of Cal Am. For example, the District
was required to work with every organization that would lose $5,000 or more
in annual tax revenues if the buyout was successful and to document good
faith efforts to compensate each organization for its loss. Even though the
District had not begun any buyout, it had already begun working with those
organizations.

LAFCO’S staff recommended conditional approval 3 times. LAFCO could still
have denied final approval after a court rendered its verdict if any conditions
were not met. This was a no risk vote for LAFCO. The five commissioners
who voted to deny mentioned things that could have been addressed
successfully through the conditions. This made their votes seem senseless,
and simply aimed at overturning Measure J and blocking all efforts at a
buyout.

It is hard to imagine that the no votes from Salinas Valley Commissioners,
who don’t pay Cal Am’s rates, are based on any understanding of the facts, or
of the reasons people on the Peninsula voted for a buyout and truly deserve a
fair process.

Marli Melton, Carmel Valley

Will of the voters

Dear Editor,

Thanks for covering the recent LAFCO meeting. It was stunning to witness the
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vote on conditionally approving MPWMD's application to enact its legal latent
power to become a public retail water agency, denying the will of the voters
and staff and consultant recommendations.

Commissioners voting no went outside LAFCQO's scope with issues unrelated
to approving latent powers. They focused on whether or not the peninsula
should have Cal Am's desal plant, and government cannot do anything right,
as stated by Matt Gourley, complaining that the public was in the way of Cal
Am. Kimbley Craig noted it was clear the peninsula didn't want desal, then
complained the peninsula is taking water from Salinas. Seventy-five percent of
recycled water goes back to Salinas valley farmland and we also contribute 40
percent of the wastewater. While repeatedly saying they had concerns about
estimated 1% tax reductions and satellite systems, no real discussion ensued.

As a condition of approval, MPWMD already agreed to negotiate agreements
to soften tax revenue impacts. A motion to include satellite systems was voted
down.

LAFCO must legally issue a written decision based on evidence, not
opinion. It now may be decided in court, undoubtedly in MPWMD’s favor.
LAFCO will incur high legal fees, along with MPWMD—passed on to us.

Susan L. Schiavone, Seaside

LAFCO Writes off democracy
Dear Editor,

LAFCOQO’s Dec 6 no-vote by five commissioners, four from Salinas, one from
Monterey Peninsula, made a mockery of democracy. They displayed
alarming special interests politics and partisan prejudice.

Ironically, the voters who approved the buyout of Cal-Am are the same voters
who pay the taxes that support the fire district and other agencies who voted
against approval because they would lose tax revenue (less than 1%) if
MPWMD’s buyout succeeds. These naysayers were appointed to LAFCO,
which is unbalanced in favor of Salinas Valley. Chair Lopez was
disingenuous in claiming the buyout will bring higher water rates for his
constituents when he knows the CPUC has a protective rate cap for Chualar
as a disadvantaged community. Commissioner Gourley contradicts himself
by denigrating government while serving in government! Some
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commissioners exhibit poor judgment, such as driving under the influence for
which two have been arrested in the past.

Let the public hold these commissioners accountable. Let our democracy
flourish and not be stifled by self-serving politicians who flout the principles of
democracy. Corporations have become over-sized monopolies worshipping
their one idol — money, defying free market competition. Greed cannot
sustain a constitutional republic.

LAFCQO’s decision will add to the tax revenue loss as it diminishes county
coffers, incurring costly litigation fees. How many firefighters would that
cover? LAFCO defied its own staff approval recommendation and the
independent consultant it hired to confirm buyout feasibility.

MPWMD is in the right to support the voters’ mandate and fight against
CalAm’s tyranny.

Vive Democracy!

Margaret-Anne Coppernoll, Marina

Disband water district
Dear Editor,

We should all applaud LAFCQO'’s rejection of the water management district’s
attempt to take over Cal Am, a private company. Finally, an agency with some
oversight took an honest, commonsense look and exposed what this is really
all about, a power and money grab. How much taxpayer money has been
spent and will be spent to save the current customers of Cal Am a whopping
$22 per month? This entire issue of water control comes down to the lesser of
two evils, and while Cal Am has not been stellar, it is preferable over
unrestrained government agencies that simply want to control the behavior of
private citizens.

For MPWMD to use the argument that this is “the will of the people” and
should be honored is just about the most hypocritical statement to ever come
from a big government agency. Let’s all remember that the will of the people
not very long ago was to dissolve the Monterey Peninsula Water Management
District completely as they had failed in their mission to find new water
sources for those it serves. Of course, in that instance they did not like the will
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of the people and found a local politician to find a way to ignore it.
How about we honor that original vote now?

Lauren Cohen, Monterey

Why Did LAFCO block the buyout?

Dear Editor,

Should LAFCO'’s board of appointed commissioners from Salinas and South
County have the right to block the Cal Am buyout on the Peninsula?

It was clear from the LAFCO staff report and the $70,000 LAFCO consultant’s
report that the water district could afford to buy Cal Am and operate the water
system at a reasonable cost. That was the only question LAFCO was
supposed to consider and the only one it was supposed to vote on. LAFCO
staff recommended approval TWICE. There were no grounds to deny the
water district’s application. So why vote no?

They claimed this was about the tiny tax revenue loss of less than 1% for
some of the affected special districts and the “possible” minimal Cal Am rate
hikes to five satellite water districts. But make no mistake; this was a vote on
water supply with the Salinas Valley once again trying to dictate water policy
to the Peninsula.

LAFCO commissioner and south county Supervisor, Chris Lopez, believes the
Peninsula must have Cal Am’s desal, so he and Salinas Mayor Kimbley Craig
voted against the buyout in an attempt to force desal on the Peninsula. Three
other commissioners followed their lead. The problem is that LAFCO has no
authority on water supply, so they had to disguise their no-vote with other
issues.

The tax revenue losses can be mitigated and none of the issues raised justify
blocking the will of the voters and the water district's mandate to move forward
on Measure J.

This is Monterey County lettuce curtain politics at its worst.

Melodie Chrislock, Carmel
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Investigate LAFCO
Dear Editor,

Can someone please explain to me how LAFCO can make a decision on our
relationship with CalAm, which completely opposes even their own findings?

Please correct me on any of this if | am wrong, but over 25,000 citizens voted
to oust the grifting waterworks, which has already a terrible reputation for
taking water that is not theirs, and charging homeowners for it...(OK, perhaps
they were/are charging for its transportation to our homes? But how can they
charge us if the pipes are shooting brown water out of spigots...indicating that
in all these years, they have done little to assuage using that as an excuse for
'services rendered.')

We all want to know exactly what the logical reason is for ignoring their own
findings.

Transparency is much needed on LAFCQO's decision-making process. Let's
subpoena communications if we don't get a satisfactory response. That would
be an investigation that many community members would find worth reading
about.

Cate Mulligan, Seaside
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From: Ron Weitzman <ronweitzman@redshift.com>

Sent: Saturday, December 25, 2021 9:56:45 AM

To: waterplus@redshift.com <waterplus@redshift.com>
Subject: Water Letters on LAFCO Debacle in Today's Herald

Your opinions

Cal Am, not voters, are special interest to LAFCO

Doreen Cursio was correct in her letter that we see politicians go against
special interest much too infrequently today. However, she is completely
wrong that LAFCO (Local Agency Formation Commission) stood up to special
interest. The special interest in this case is not Public Water Now and the
substantial majority of voters who want local control of their water supply. The
special interest is, by definition, Cal Am. They are the privately owned
company seeking to maximize profits. That does not make them evil but it
does require that their decisions are based on increasing revenues and thus
stock value. The greater good for the people of Monterey is a clear (hopefully)
second priority. The catastrophic outcomes being touted by Cal Am
supporters simply do not hold up under scrutiny. It is always less work to
fearmonger but a genuine look at one of the three independent studies
conducted on a public take over of Cal Am, or even the LAFCQO’s own staff
report, shows how exaggerated the doomsday claims are. LAFCO’s
straightforward responsibility was to keep this process moving to the next step
and not put their personal prejudices ahead of Monterey Peninsula voters’
unambiguous desire to control our local water supply.

— Gary Kreeger, Del Rey Oaks
LAFCO did not objectively approach buyout vote

| write to question Rick Heuer’s assertion that fiscal sanity reigned when
LAFCO recently turned down the water management district’'s application.

Surely it was not fiscal sanity from the point of view of Cal Am ratepayers who
pay the highest water rates in the country. Yes, the highest!

Heuer also claims that the LAFCO board objectively viewed the water

management district’'s application. Not so. Many reasons were given by those
who voted against the water management district. But none of the reasons
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given were appropriate bases for a no vote, given LAFCO’s limited and
specific authority.

Finally, Heuer suggests that there will be a loss of tax revenues by school
districts and other public agencies as a result of a public agency buyout of Cal
Am. The water management district is already working with the 15 agencies
that would lose more than $5,000 of tax revenue annually. The district has
agreed to mitigate those potential losses, which, at worst, represent less than
1% of the tax revenues received by these agencies.

— Renee Franken, Monterey
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From: Michael Baer <mgbisme@yahoo.com>

Sent: Monday, December 27, 2021 7:42:54 AM

To: McKenna, Kate x5016 <McKennaK@monterey.lafco.ca.gov>
Subject: letter to LAFCO

To the 5 naysaying Commissioners,

Your decision to deny MPWMD's application to release it's latent powers is not
only unjust it is irresponsible. By repeatedly refusing to consider staff
recommendations and your own independent third party review, you have
revealed your true nature as beholden to special interests uninterested in
following the mandates of your charter as LAFCO commisioners, and selling
your votes to your campaign contributors. You are corrupt.

Rational argument will not change your mind; It is unlikely that threats will
either, but I will give it a go.

Your disregard for your staff is embarrassing. I'm surprised that some haven't
resigned, but they may not be financially able to do so. You have put them in
an impossible position, to reverse months of careful study and analysis merely
to attempt to justify your political whims.

The district will sue and you will be crushed in court. I have recommended
that the district not only seek to be reimbursed their legal fees from LAFCO,
but also to be refunded the money spent on the Berkson analysis, since you
completely ignored their findings. The district is competent and intelligent and
will do what they decide.

I'm not sure you can be held indivuidually personally liable for your reckless
action, but if you can, those paths should be pursued as well.

Your actions are shameless. You should all be recalled. You are not fooling
anybody. You will long be remembered for the stain you are making. "The
LAFCO FIASCO of 2021"

It is not too late to turn back, but I hold no hope that you will.

I will not be making public comment on the January 5. It is not worth the
breath I would be wasting.

Truly,

Michael Baer
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From: Rick Heuer <rick@wearehma.com>

Sent: Monday, December 27, 2021 12:11:32 PM

To: Brinkmann, Jonathan x5121 <BrinkmannJ@monterey.lafco.ca.gov>

Subject: RE: LAFCO of Monterey County - January 5, 2022 Meeting Packet, Iltem 6 and Public Hearing
Notice for Protest Proceedings for MPWMD Annexation

Please distribute the attached letter to the Commission in advance of the meeting.
Thank You

From: Brinkmann, Jonathan x5121 <BrinkmannJ@monterey.lafco.ca.gov>

Sent: Thursday, December 23, 2021 10:57 AM

To: Brinkmann, Jonathan x5121 <BrinkmannJ@monterey.lafco.ca.gov>

Subject: LAFCO of Monterey County - January 5, 2022 Meeting Packet, Item 6 and Public Hearing Notice
for Protest Proceedings for MPWMD Annexation

Good morning,

I’'m writing to transmit the attached LAFCO meeting agenda and staff report regarding Item 6,
consideration of a resolution formalizing and effectuating the Commission’s Dec. 6, 2021 decision to
deny the Monterey Peninsula Water Management District’s (MPWMD’s) proposed activation of latent
powers (LAFCO File #21-01), for Wednesday, January 5, 2022 at 11:00 am.

The January 5, 2022 LAFCO special meeting agenda and meeting packet are also available at the
following link: https://www.co.monterey.ca.us/government/government-links/lafco/current-agenda-
and-meeting-packet

Also, attached to this email is a Public Hearing Notice regarding conducting authority (protest)
proceedings on January 24, 2022 for MPWMD’s Yankee Point and Hidden Hills Annexation, which the
Commission approved on Dec. 6, 2021.

Thank you,

Jonathan

Jonathan Brinkmann
Senior Analyst

LAFCO of Monterey County
831-755-5121
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* ok kK
MPTA

Monterey Peninsula Taxpayers Association
PO Box 15 — Monterey — CA - 93942

December 21, 2021

Ms. Kate McKenna

Executive Officer

Local Agency Formation Commission of Monterey County
132 W. Gabilan St., Ste 102

Salinas, CA 93901

Subject: MPWMD Sphere of Influence Annexation & Latent Powers.
BY : Email
Dear Ms. McKenna:

In listening to the presentation by LAFCO’s expert hired to review MPWMD’s proposal what
struck me was the gentlemen’s lack of knowledge about school district funding. There are two
funding models for school districts, Basic Aid and LCFF.

Monterey Peninsula Unified School District is funded via LCFF in other words a set amount by
average daily attendance (ADA). Carmel and Pacific Grove School Districts, however, are Basic
Aid districts and as such are funded directly from property tax revenues. It is surprising that the
consultant did not know this, granted there are very few Basic Aid Districts in California. Basic
Aid districts would lose funding as a result of MPUSD’s proposal.

Given this gross oversight, it makes one wonder what else may have been missed. Another

area not explored is how MPUSD could make the agencies whole in revenue without that being
considered a gift of public funds and thus illegal.

Sincerely,

s

Rick Heuer
President
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From: Ron Weitzman <ronweitzman@redshift.com>
Sent: Tuesday, December 28, 2021 8:11:51 AM

To: waterplus@redshift.com <waterplus@redshift.com>
Subject: Water Letter in Today's Herald

Thankful for letter writer rebutting false claims

I'd like to thank Walt Notley of Carmel for his exceptional rebuttal of those
false claims by those anti-Cal Am buyout folks. Also, Anna Thompson of
Carmel asks an interesting question: Why Cal Am is pushing desal and
stalling the Pure Water Monterey project? | have a feeling she knows and
many of us as well.

Cal Am’s guaranteed monopolistic profits are at stake. Profits are miniscule
buying water compared to building a desal project.

— Charles Biller, Monterey
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From: William B. Donovan <wbdpad@sbcglobal.net>

Sent: Tuesday, December 28, 2021 7:45 PM

To: McKenna, Kate x5016 <McKennaK@monterey.lafco.ca.gov>
Cc: Maluki, Safarina x5109 <MalukiS@monterey.lafco.ca.gov>
Subject: To LAFCO Board

PLEASE LISTEN TO THE VOTERS WHO WANT
CHEAPER WATER

Bill Donovan, MD
CARMEL
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From: Dave Stoldt <dstoldt@mpwmd.net>

Sent: Wednesday, December 29, 2021 1:13 PM

To: McKenna, Kate x5016 <McKennaK@monterey.lafco.ca.gov>

Cc: Brinkmann, Jonathan x5121 <BrinkmannJ@monterey.lafco.ca.gov>; Dave Laredo
<dave@Ilaredolaw.net>

Subject: MPWMD Application to LAFCO

Hi Kate,
Please see attached correspondence.

Dave

David J. Stoldt

General Manager

Monterey Peninsula Water Management District
5 Harris Court — Bldg G

Monterey, CA 93940

831.658.5651
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From: Dave Stoldt <dstoldt@mpwmd.net>

Sent: Thursday, December 30, 2021 12:07 PM

To: McKenna, Kate x5016 <McKennaK@monterey.lafco.ca.gov>

Cc: Brinkmann, Jonathan x5121 <BrinkmannJ@monterey.lafco.ca.gov>; Dave Laredo
<dave@Ilaredolaw.net>

Subject: MPWMD Application to LAFCO

Please see attached correspondence.

David J. Stoldt

General Manager

Monterey Peninsula Water Management District
5 Harris Court — Bldg G

Monterey, CA 93940

831.658.5651
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From: Rochelle Dolan <rkldolan@gmail.com>

Sent: Friday, October 22, 2021 3:55 PM

To: McKenna, Kate x5016 <McKennaK@monterey.lafco.ca.gov>
Subject:

Kate McKenna, AICP, Executive Officer
LAFCO of Monterey County

Dear Ms. McKenna:

| am a Monterey Peninsula resident, have been a Cal Am customer for two decades,
and am a voter who voted YES on Measure J.

» The Cal Am buyout is the will of 24,000 Monterey Peninsula voters who passed
Measure J.

» The Water Management District is capable of financing the Cal Am buyout. This has
been verified by international investment bankers and financial consultants.

« MPWMD is a legislatively created and publicly elected government agency that should
be allowed to make its own policy decisions without interference.

* No one can know the cost of Cal Am’s system until a jury decides the price. But the
District’s feasibility study estimate was on the high end. It included Cal Am’s $330
million desal plant, which is unlikely to ever be built.

* Leave it to the court to decide if this is in the public interest.

Please approve the Cal Am buyout by the MPWMD that we can have a publicly-owned
water provider accountable to Peninsula residents.

Sincerely,
Rochelle Dolan
Pacific Grove, CA

Sent from Mail for Windows
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From: Marli Melton <marlimelton@yahoo.com>

Sent: Thursday, December 30, 2021 2:14 PM

To: McKennaK@monterey.co.lafco.gov; McKenna, Kate x5016 <McKennaK@monterey.lafco.ca.gov>
Cc: Maluki, Safarina x5109 <MalukiS@monterey.lafco.ca.gov>

Subject: PUBLIC COMMENT LETTER - AGENDA ITEM 6 - LAFCO MTG JAN 5

---note to staff: previous email did not have Executive Officer
Kate McKenna's correct address, so am re-sending. Please note
that section 56325.1 of the CKH act still exists but with a new
number (see below and p. 53 of the 2021 Legislative update).
Also, have revised MP population downward to 90,000 people, tho
there are plenty of 2nd home part-year residents who will benefit,
too. Last but certainly not least, many thanks to all the LAFCO
professional staff for all your careful and diligent work on the
MPWMD application. May your New Year be full of health and
happiness. --

December 30, 2021
PUBLIC COMMENT LETTER, AGENDA ITEM 6, LAFCO MEETING OF
JANUARY 5, 2021

To: Monterey County LAFCO Commission Board Members and
Staff — please send to all board members

With respect, LAFCQO’s December 6, 2021 decision to deny
conditional approval for the Monterey Peninsula Water
Management District’s application to activate the District’s latent
powers authority to provide and maintain potable water
production and distribution services for retail customers was
wrongly decided. Here’s why:

Section 56325.1 (now renumbered as section 56331.4) of
the Cortese-Knox-Hertzberg Act , requires that:

“While serving on the commission, all commission members shall
exercise their independent judgment on behalf of the interests of residents,
property owners, and the public as a whole in furthering the purposes of
this division. Any member appointed on behalf of local governments shall
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represent the interests of the public as a whole and not solely the interests
of the appointing authority. This section does not require the abstention of
any member on any matter, nor does it create a right of action in any
person.”

Personal opinions or worries, unsupported by verifiable facts

directly relevant to the particular application, do not constitute “independent
judgment.” Yet the reasons commissioners gave for voting no on
conditional approval violated the Cortese-Knox-Hertzberg Act, since they
cited:

e the particular interests of the bodies that appointed the
commissioners,

e exaggerated and unsupported claims of harm to constituents in the
Salinas Valley who would not be affected by conditional approval,

e personal opinions, unsupported by facts, and that ignored the
actual facts of the case,

e a number of false financial claims that both LAFCQO’s special consultant
and its professional staff had investigated and shown were not supported
by facts, and

e potential but avoidable events, ignoring the fact that they must all
be addressed successfully as part of the six very
detailed conditions the District is required to fulfill.

Tax Impacts on Local Districts are Very Small, so please note that:
e Cal Am does not pay property taxes; the ratepayers pay them

e The most likely total reduction in annual tax revenues from a Cal
Am buyout is less than $1.3 million..

e Of the 40 affected agencies, only 14 would lose more than $5,000
per year.

e None of these would lose even 1% of total revenues. 13 of the 14
would lose less than 1% of total tax revenues; the 14" would lose
only 1.06%.
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e Conditional approval requires the District to submit documented
proof of its work with all 14 agencies to address and mitigate the
shortfall and fill the gaps.

e The District has already begun meeting with local agencies to
address potential shortfalls, even though a buyout has not yet begun.

Cal Am claimed tax losses would be larger, but its numbers include a desal
project that lacks source water, lacks permits, has been disapproved twice,
and is unlikely to occur. Realistic calculations show affected agencies will
be in stronger financial positions following a successful buyout. Also,
approximately 90,000 people will benefit from 14% - 17% savings on water
costs.

In conclusion,

o MPWMD has fulfilled all application requirements for conditional
approval,

¢ Independent studies by leading financial entities indicate a buyout
is financially feasible.

e Cal Am will have many opportunities to present its case in court
e A judge will determine whether a buyout is in the public interest

e Only when a judge orders Cal Am to open its books for
independent, critical review will we know the true value of the assets
subject to buyout.

e Conditional approval means the District must successfully address
LAFCO’s legitimate concerns to gain final approval.

e Contrary to outright lies, Monterey Peninsula residents support a
strong economy that includes affordable housing with affordable
water!

e The Peninsula is highly likely to be able to deliver more affordable and
sustainable results in a variety of joint projects with other parts of the
county if we are no longer paying for Cal Am’s profits, delays, and many
surcharges.
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Please Prioritize Genuine Public Benefits

The Monterey Peninsula has furnished 40% of the water used to help the
Salinas Valley in a variety of projects, yet some of you are pinning your
hopes on Cal Am's, expensive, economically inefficient, desal, which has
no water source, has twice been denied permits, and is unlikely to be built.
The District has a history of successfully developing new water sources; it's
not under pressure to make big profits, it does not extract millions from the
local economy to send elsewhere (like Cal Am does), and it has a good
track record of conducting successful joint projects.

Sometimes the people have to lead the way--in this case, with a
resounding vote for Measure J--until their leaders wake up to the real
facts. Kindly wake up! Please grant conditional approval to MPWMD'’s
application and then enjoy the ways we all win.

With best wishes for the New Year,

Marli Melton, Carmel Valley
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From: susan schiavone <s.schiavone@sbcglobal.net>

Sent: Thursday, December 30, 2021 10:09 PM

To: Maluki, Safarina x5109 <MalukiS@monterey.lafco.ca.gov>

Subject: LAFCO Meeting, January 5, 2021 - MPWMD-LAFCO File #21-01 - Agenda Item 6

January 30, 2021

In re: Monterey Peninsula Water Management District’s proposed
activation of latent powers to provide and maintain potable water
production and distribution services for retail customers (LAFCO File
#21-01)

Dear Chair Lopez and LAFCO Commissioners:

[ am writing to urge you to reverse your vote on the application of
MPWMD and approve the district's application for latent powers so
this matter can go to a court of law for a proper decision. It is not too
late to reverse your misguided and incorrect actions.

The ability of MPWMD to buy out Cal Am has been deemed feasible by
nationally recognized financial consultants, LAFCO's own staff and LAFCO's
hired consultant. The final “debt issuance” will not be known until it goes
before the court. This district has been more than amenable to your concerns.

The total annual loss in tax revenue for 40 affected public agencies would be
$1.26 million. This represents a loss of .31% of the total $406 million in tax
revenue. A total of 15 would lose more than $5,000 annually. The district
already agreed to mitigate these losses annually as part of approval, and also
offered to mitigate the loss of one firefighter.

As stated in MPWMD's letter to you prior to your December meeting, Section
99.02 of the California Revenue and Taxation Code provides MPWMD f{lexibility
to achieve tax sharing purposes. The district plans to utilize its own share of
the County-wide 1% property tax assessment to fund the tax sharing effort;
and would not require the district to use revenues from rates and charges. As
the tax base grows, in over just a few years’ time, tax losses are erased. The
impact on small satellite systems would be minimal, not the doubling that Cal
Am claims and they might be sold to MPWMD.

Those on the commission voting no, and their reasons why, violate a
key requirement of the Cortese-Knox-Hertzberg Reorganization Act of 2000,
specifically the Legislative Intent in GC 56325.1, which states:
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"...While serving on the commission, all commission members shall exercise their independent
judgment on behalf of the interests of residents, property owners, and the public as a whole in
furthering the purposes of this division. Any member appointed on behalf of local governments
shall represent the interests of the public as a whole and not solely the interests of the appointing
authority. This section does not require the abstention of any member on any matter, nor does
it create a right of action in any

person." https://calafco.org/sites/default/files/resources/Legislative Intent.pdf

Yet, those who voted no, tenaciously did so for personal opinion reasons--about
governmental ability, or for narrow constituency views, and worse, political
attempts to make water supply policy through LAFCO, a totally inappropriate
and ineffective attempt in regard to the question at hand.

Again, please reverse your vote and approve the MPWMD's application to enact
its rightful and legally available latent powers in order to move forward on the
legally binding directive it was given under Measure J. Your previous
unfounded refusal is an affront to the democratic process and LAFCO's own
rules and will not stand under legal scrutiny.

Sincerely,

Susan Schiavone, Seaside
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From: Ron Weitzman <ronweitzman@redshift.com>
Sent: Friday, December 31, 2021 10:45:03 AM

To: waterplus@redshift.com <waterplus@redshift.com>
Subject: Water Letter in Today's Herald

Water district is not a special interest group

The Water Management District is a public agency tasked with buying out Cal
Am as mandated by Measure J. It is NOT a special interest group as Doreen
Cursio’s letter claims.

In a Cal Am buyout, the tax revenue loss to public agencies is less than 1% —
$1.26 million annually across 40 agencies. And remember, it's the public, not
Cal Am, who pays these taxes.

Gary Cursio and Mary Anne Leffel sit on the Monterey Peninsula Airport
District board. Leffel is the Airport District appointee to LAFCO and one of the
five LAFCO commissioners who recently voted to block the Cal Am buyout.
Why? It's not because of the eight-five cents in tax revenue that the Airport
District would lose annually.

LAFCO is wasting public dollars. Cursio should be asking who will pay for the
lawsuit against LAFCO to correct its arbitrary and capricious decision to block
the buyout, and who paid the $64 million for water we never used in the last
drought? The public pays for all this, while Cal Am and its attorneys profit.

How much taxpayer money has been spent to support Cal Am (American
Water) shareholders? That would be a daunting figure.

LAFCO politicians are bending to the will of a special interest all right — Cal
Am and its money.

Leffel should be recalled from the Airport District board. She has defied the
governing rules of LAFCO and the will of 24,000 Peninsula voters.

— Phil Wellman, Carmel
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From: mwechrislock@redshift.com <mwchrislock@redshift.com>

Sent: Friday, December 31, 2021 2:18 PM

To: McKenna, Kate x5016 <McKennaK@monterey.lafco.ca.gov>; Maluki, Safarina x5109
<MalukiS@monterey.lafco.ca.gov>

Subject: Letters to the Editor 12/10/21 to 12/16/21

Please add these letters to the editor to the record. Thanks.

Melodie Chrislock

Managing Director

PUBLIC WATER NOW
http://www.publicwaternow.org
mwechrislock@redshift.com

Monterey Herald | December 10, 2021

Irresponsible decision by LAFCO on Cal Am buyout

Is Monterey County dysfunctional or what? It is hard to imagine a more
irresponsible decision than the one the LAFCO board made on Monday by
putting a boulder right in the middle of the road to freedom of the Monterey
Peninsula from the costly clutches of Cal Am and the CPUC (California
Public Utilities Commission). Commissioner Matt Gourley supported Cal
Am because he believes the private sector can run anything more
efficiently than the government. Cal Am does not run the water system
independently, with efficiency created by competition, as a private business
would; it runs it as a monopoly, with no competition, regulated by the
CPUC, which is a government (like LAFCO, inefficient?) agency.

So, like the other LAFCO naysayers, his argument for rejection holds no
water. The commission in fact was stupidly irresponsible to make the
decision it did. That is because either decision, yea or nay, could lead to a
lawsuit, but, while the water management district would pay LAFCO for
defending a yea vote in court, LAFCO will have to pay its own costs for
defending its nay vote if it loses, which it will.

The money to pay for that loss will come from county coffers and simply
add to any loss of county revenue due to the municipalization of Cal Am.

Ron Weitzman, Carmel
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