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Groundswell for local control 
               
FELTON GROUP WANTS TO REGAIN WATER SYSTEM, AS DO OTHERS IN U.S., FROM EUROPEAN OWNERSHIP

By David L. Beck
Mercury News

When Felton water customers call for service, the telephone rings in Belleville, Ill. The decision to put the service center there was made in New Jersey, by a company managed in London with its corporate home in Germany. 

Globalization is flying its flag in the Santa Cruz Mountains, and the people of Felton don't much like it. 

They're in good company. 

With the three largest private water companies on Earth all based in Europe snapping up water agencies in the United States, cities from Kentucky to California are fighting to turn, or in some cases return, their systems to public control. 

The problem, as Felton resident Barbara Sprenger sees it, is simple: ``Decisions about something as vital as water are being made 9,000 miles away.'' 

Enter FLOW, the Friends of Locally Owned Water, whose blue-and-white signs depicting Felton's homey, old-fashioned covered bridge have sprung up all over town.

Those signs mean trouble for the owners of the Felton water system. 

FLOW and its friends want to buy out their tiny portion of the giant German conglomerate RWE Aktiengesellschaft and put the water system in public hands -- theirs. 

Officials of California-American Water, the RWE subsidiary, say Felton's fears about 
poor service, skyrocketing rates and even the bottling of their precious local resource are ungrounded, misinformed or -- in the case of bottling -- flat untrue.

People in Felton ``just don't like who owns our parent company's parent company,'' said Kevin Tilden, Cal-Am's corporate spokesman. ``Many of us think that's not a good reason to kick a good corporate citizen out of a community.'' 

But just as the international for-profit water industry has heated up in the past few years, opposition to the acquisitive strategy of the giant firms has also heated up.

A few examples:

• Atlanta, Milwaukee and Puerto Rico have all dropped their operations-and maintenance contracts with the U.S. subsidiary of a French multinational. 

• Folks in Nashua, N.H., have formed a utility district to buy out 154-year-old 
Pennichuck Water Works, even though Pennichuck's planned merger with Philadelphia Suburban Water, owned 16 percent by another French multinational, fell through.

• Kentucky-American Water, like Cal-Am an RWE subsidiary, is fighting a takeover
by Fayette County (Lexington) in court and at the ballot box, where it hopes to overturn the pro-condemnation majority. 

• The California Public Utilities Commission ordered Cal-Am to sell its system in the San Mateo County community of Montara to a local utility district.

• The Monterey Peninsula Water Management District, an elected watchdog agency, opposes Cal-Am's plan to consolidate Monterey with Felton for rate-setting purposes.

Most water companies in the United States are publicly owned, which means control by ballot box. The San Lorenzo Valley Water District, for example, which would serve Felton if FLOW's hopes come true, has an elected board of directors.

Private utilities like Cal-Am, on the other hand, are regulated by the states where they operate.

``We made the decision in the early 1990s to . . . concentrate on the regulated water 
business,'' Nicholas DeBenedictis, the head of Aqua America, told an investment 
newsletter in June. ``We felt that the regulated water utility market was poised for 
significant consolidation.'' 

Asked why, DeBenedictis' answer is illuminating. 

Water, ``the only utility service that's ingested,'' is cheap -- by implication, too cheap.

``Today, only about one-half of 1 percent of the average household income is spent on water services. So, I don't think it has hit the radar screen from a pricing standpoint.''

It has -- now -- in Felton, where the PUC has approved but delayed a 44 percent increase in rates that were already 29 percent higher than the rates next door in the San Lorenzo Valley Water District. (Felton users also pay a $23 equipment surcharge.)

How did Felton fall into the hands of a conglomerate based in Essen, Germany? 

Three years ago, after a deal to buy San Jose Water fell through, American Water bought a multistate utility called Citizens Utilities for nearly a billion dollars.

In California, that purchase added Sacramento, Larkfield, Montara and Felton to Cal-Am's list.

Citizens Utilities used to process and deliver Felton's water. Now, Cal-Am does. 

The fight has turned ugly. A local weekly ran a cartoon showing a man in lederhosen 
saying, ``Gootentag! Felton! Ve cut off'n your air because you didn't pay der bill.'' 

Cal-Am had an attorney send a three-page letter to Mark Stone, the county supervisor for the San Lorenzo Valley, asking him to make things more ``congenial'' between Cal-Am and its customers.

``They've got a major PR problem here,'' said Stone, ``and they want me to help them fix it? I don't think so.'' 


There's a movement to create a bonding district to buy the Felton system from Cal-Am.

San Lorenzo Valley Water would negotiate for Felton and add that system to its own.

Cal-Am officials say they have no intention of selling.

If Cal-Am continues to refuse to sell, the San Lorenzo Valley Water District could 
exercise eminent domain -- that is, sue. 

In court, only lawyers win, board member Jim Rapoza said. ``So we would hope that if the bond measure passes and the money is there, that Cal-Am would sit down and negotiate with us.'' 

Fundamentally, the argument isn't about money. 

Rather, said David Ross, San Lorenzo Valley Water District president, it's ``a political or philosophical question'' over public or private ownership of local water facilities. 

``It boils down to power. 

``The water . . . belongs to us, and therefore we should have the power to decide how it should be distributed . . . what portion to the salmon, what portion to the redwoods, what portion to development, what portion to keep Fall Creek looking beautiful. Those decisions belong to the people whose community the water is in.'' 
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