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GREAT OAKS WATER COMPANY New Cal. P.U.C. Sheet No. 465-W

SANTA CLARA COUNTY None Cal. P.U.C. Sheet No.
PRELIMINARY STATEMENT -
(Continued)
F. Memorandum Accounts. N)

1. The Company by this tariff has established a Santa Clara Valley Water District Memorandum
Account to track the costs related to litigation against the Water District. The Memorandum Account is
capped at a maximum of $100,000.

a. The purpose of the litigation is to end the Water District’s practices of: cross-subsidizing flood
control from water production; cross-subsidizing treated water from ground water; and, discriminating against
the Company and its ratepayers in how the Water District charges for water the Company pumps from the
ground. These charges are imposed using a pump tax, and 100% of the pump tax is passed through to
customers. The pump tax is assessed in two zones, north and south county. The south county zone pump tax
is about 50% of the north county zone. The Water District’s rationale for the difference is that the north county
zone has and uses treated water, which is not available in the south county zone. The Company’s territory
bridges the zones. The Company has never been connected to or used treated water. All other north zone
water retailers use or are connected to the Water District’s treated water. Despite this clear distinction the
Water District has included most of the Company’s wells and territory in the north zone. Customers thereby
pay 50% more for water in current dollars as a pass through expense than if the Company were fully within the
south zone. Additionally, the Water District has misallocated costs from flood control to the water utility causing the
pump tax to be higher.

b. The pump tax expense is a pass through that only impacts customers, and not the Company.
The Company will track the costs of the litigation in the Memorandum Account in this tariff. If the litigation is
successful the regular Commission practice is to permit the recapture of the expense of the litigation—subject to a
reasonableness review—with the net proceed going 100% to ratepayers. The Company agrees to cap the total litigation
expense for a successful judgment at the $100,000 in the Memorandum Account plus a maximum of $300,000 which
may have accrued at the Company’s risk. If successful the judgment could take several forms. If the Company is shifted
into the south zone prospectively only or/and other misallocations are corrected with no cash money everything will be
booked to the Memorandum Account and the Company will file an Advice Letter to recover the expense of the
successful litigation—subject to a reasonableness review—and reduce rates, subject to full notice and review. If the
Jjudgment also includes a refund of cash money then the Company expects to offset the expense of the litigation first
against the cash money—subject to a reasonableness review—with 100% of the balance going to ratepayers. The
Company will book what it receives to the Memorandum Account and file an Advice Letter to initiate this review and
rate reduction subject to full notice and review. If the litigation is not successful then the Company intends that
customers repay the litigation expenses—subject to a reasonableness review-- in future rates capped at a maximum of
$100,000 which is equivalent to one week of current pump tax or about $5 per customer total.

2. The costs which will be booked to the Memorandum Account include attorneys’ fees, court fees, general
litigation expenses and expert witness fees. None of these costs or this litigation were contemplated or included in the
Company’s last rate case D. 0312039.

3. If any recovery of the expenses from the Memorandum Account is requested, it will be in an appropriate
proceeding for which a new public notice to ratepayers will be provided. Establishing this Memorandum Account
and tracking the expenditures does not authorize any monetary recovery by the Company from ratepayers
without further specific public notice to ratepayers, a reasonableness review, and CPUC authorization.
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SAN JOSE WATER COMPANY (U168W) Original Cal. P.U.C. Sheet No. 1397-W
San Jose, California Canceling Cal. P.U.C. Sheet No.

PRELIMINARY STATEMENT
(Continued)
H. Mandatory Conservation Memorandum Account
1 Purpose
The purpose of the Mandatory Conservation Memorandum Account (MCMA) is to track all operational
and administrative costs associated with the implementation of Rule 14.1, Section A, as requested
in AL 407-C.

2. Applicability

The MCMA will track the operating and administrative costs incurred in developing and implementing
expanded and/or new conservation programs under Rule 14.1, Section A, including:

a. Customer education and outreach activities.

b. Program monitoring, data recording and reporting expense.

c. Operational costs, such as water supply cost changes, associated with mandatory
conservation compliance.

e. Interest shall accrue on a monthly basis by applying a rate equal to one-twelfth of the 3-month
non-financial Commercial Paper, as reported in the Federal Reserve Statistical Release, to the average
of the beginning-of-month and the end-of-month balances.
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3. Disposition

If the accumulated balance for the MCMA exceeds 2% of the total authorized revenue requirement
for the prior calendar year, the Company will file an advice letter to amortize the balance

Prior to recovery, charges made to the Mandatory Conservation Memorandum Account are subject
to a reasonableness review in the Company's next General Rate Case or in an appropriate advice
letter filing. The recovery of under-collections or refunds of over-collections will be passed on to the
customers through volumetric surcharges or surcredits.

4. Effective Date
The MCMA shall go into effect on the effective date of Advice Letter No. 407-C

I. Mandatory Conservation Revenue Adjustment Memorandum Account
1. Purpose
The purpose of this Mandatory Conservation Revenue Adjustment Memorandum Account (MCRAM) is to
track impacts of mandatory conservation on quantity revenues for future disposition. The Commission has
determined that this mechanism is appropriate in coordination with increasing water conservation activities
or mandatory conservation required by outside governmental agencies or entities. The water revenues
subject to this account include but are not limited to those which may be affected by Rule 14.1.

2: Applicability
The MCRAM is applicable to all quantity related rate revenue.

3. Definitions
a. Non-MCRAM revenue is all revenue excluded from the MCRAM account, such as metered service
charges and public and private fire protection service. In addition, surcharges and surcredits, unless
specifically included in adopted revenue requirement, will be excluded from MCRAM tracking.

b. MCRAM-¢eligible revenue is all revenue not excluded in 3.a, above.

c. Recorded MCRAM-¢ligible revenue is the amount of quantity rate revenue collected from
customers in any particular period.

d. Adopted MCRAM-eligible revenue is the amount of quantity related revenue necessary in
conjunction with adopted non-MCRAM revenue to generate the adopted revenue requirement.
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PRELIMINARY STATEMENT
(Continued)
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I. Mandatory Conservation Revenue Adjustment Memorandum Account (Continued)

4. Accounting Procedure
a. The following entries will be recorded monthly in the MCRAM:

1. Most recently adopted water sales revenue (per Decision 06-11-015) adjusted for all
subsequent rate increases.
Actual water sale revenue collected adjusted for existing Revenue Adjustment Mechanism.
Most recently adopted variable expenses for purchased water, pump tax and power
Actual recorded variable expenses
Total net MCRAM balance = (1 minus 2) plus (3 minus 4)
A negative (-) balance in the memorandum account reflects a utility over collection to be
refunded, while a positive balance reflects a utility under collection to be recovered in rates.
b. The Company will record the accumulated MCRAM balance monthly, by adding its entry in
Section a.5. above to the prior accumulated monthly balance.
C. Interest shall accrue on a monthly basis by applying a rate equal to one-twelfth of the 3-month
non-financial Commercial Paper, as reported in the Federal Reserve Statistical Release, to the average
of the beginning-of-month and the end-of-month balances.
d. Before seeking recovery of the MCRAM balance, the balance shall be reduced by an
amount equal to a 20-basis point reduction in the most recently adopted return on equity.
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5. Disposition

If the accumulated balance for the MCMA exceeds 2% of the total authorized revenue requirement for
the prior calendar year, the Company will file an advice letter to amortize the balance. Prior to recovery,
charges made to the MCRAM are subject to a reasonableness review. The recovery of under-collections
or refunds of over-collections will be passed on to the customers through volumetric surcharges or
surcredits.

6. Effective Date
The MCRAM shall go into effect on the effective date of Advice Letter No. 407-C.

if Sunset Date
The MCRAM will remain in effect until the earlier of either May 1, 2010 or when the wholesaler declares
the water shortage is over and the mandatory conservation mandates are ceased. (N)
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