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 TABLE 1-1

GREAT OAKS WATER COMPANY

SUMMARY OF EARNINGS
Test Year 2010/2011

DRA GOWC DRA GOWC
     Item At Present Rates At Present Rates Proposed Proposed Adopted
                 (A)   (B)   (C)   (D)

(Dollars in Thousands)
Operating Revenues:
Metered Water Service Revenues 11,713.19                     11,534.33            12,751.50       13,892.00  12,516.00
Fire Protection Revenue 53.82                            53.82                   53.80              65.93         65.93
Other Revenues 7.00                              7.00                     12.33              37.86         12.33               
Total Operating Revenues 11,774.02                     11,595.15            12,817.63       13,995.80  12,594.26
(Excludes CPUC Fees)

Expenses
  O&M and A&G (No Payroll) 8,360.02                       7,827.19              8,362.87         7,852.72    8,307.82
  Payroll Expenses 1,640.48                       1,810.10              1,640.48         1,810.10    1,588.49
  Depreciation Expenses 1,154.20                       1,154.94              1,154.20         1,154.94    1,156.39
  Taxes Other Than Income 271.39                          27.75                   271.39            27.75         258.83
  CCFT (2.06)                             240.66                 89.94              265.16       67.98
  FIT (3.19)                             774.00                 315.34            859.06       230.46
 DPAD Federal Credit 1.07                              -                       (83.84)            -             (83.33)
 Fed. Deferred Income Tax Expenses -                                70.17                   70.20              70.17         70.17
Total Expenses 11,421.92                     11,904.81            11,820.58       12,039.89  11,596.81
(Excludes CPUC Fees)
Net Income 352.10                        (309.66)              997.05           1,955.91  997.46

Ratebase 11,069.50                     12,219.03            11,069.50       11,079.80  11,069.74        

Rate of Return 3.18% -2.53% 9.01% 17.65% 9.01%
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TABLE B-1

GREAT OAKS WATER COMPANY

OPERATING REVENUES
Test Year 2010/2011
(at Present Rates)

     Item DRA GOWC Adopted

             (A)    (B)
(Dollars in Thousands)

Metered Water Service Revenues:
Consumption:
Residential 5,655.74                       5,569.38              5,655.74         
Multi-Family Residential 1,315.45                       1,295.36              1,315.45         
Business 565.39                          556.76                 565.39            
Industrial 196.32                          193.32                 196.32            
Private Authority 306.27                          301.59                 306.27            
Schools 372.80                          367.11                 372.80            
Private Landscape 513.11                          505.27                 513.11            
Agricultural 22.82                            22.47                   22.82              
Meter Charges 2,765.29                       2,723.07              2,765.29         

-                 
Total Metered Service Revenues 11,713.19                     11,534.33            11,713.19       
Private Fire Protection Services 53.82                            53.82                   53.82              

-                 
Other Revenues: -                 

-                 
Misc Revenues 7.04                              7.05                     7.04                
Total Operating Rev. 11,774.06                     11,595.20            11,774.06       
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TABLE B-2

GREAT OAKS WATER COMPANY

OPERATING REVENUES
Test Year 2010/2011
(at Proposed Rates)

     Item DRA GOWC Adopted

             (A)    (B)
(Dollars in Thousands)

Metered Water Service Revenues:
Consumption:
Residential 6,157.09                       6,707.79              6,043.38         
Multi-Family Residential 1,432.06                       1,560.14              1,405.61         
Business 615.51                          670.56                 604.14            
Industrial 213.72                          232.83                 209.77            
Private Authority 333.42                          363.24                 327.26            
Schools 405.85                          442.15                 398.36            
Private Landscape 558.59                          608.55                 548.27            
Agricultural 24.84                            27.07                   24.39              
Meter Charges 3,010.42                       3,279.67              2,954.82         

Total Metered Service Revenues 12,751.50                     13,892.00            12,516.00       
Private Fire Protection Services 53.80                            65.93                   53.80              

-                 
Other Revenues: -                 

-                 
Credit Charge Fees -                                25.53                   -                 
Misc Revenues 12.33                            12.33                   12.33              
Total Operating Rev. 12,817.63                     13,995.80            12,594.26        
 
 
 
TABLE C-1

GREAT OAKS WATER COMPANY
AVERAGE SERVICES
2010/2011 DRA GOWC Adopted

ITEM    (A)   (B)
Metered Service:
Single Family Residential 19,242.00                     19,242.00            19,242.00       
Multi-Family Residential 475.00                          475.00                 475.00            
Business 286.00                          286.00                 286.00            
Industrial 46.00                            46.00                   46.00              
Public Authorities 161.00                          161.00                 161.00            
Schools 34.00                            34.00                   34.00              
Private Landscaping 173.00                          173.00                 173.00            
Agricultural 9.00                              9.00                     9.00                
Total, General Metered Water Services 20,426.00                     20,426.00            20,426.00       

-                 
  Private Fire Protection Service 286.00                          286.00                 286.00            

-                 
Total Average Services 20,712.00                     20,712.00            20,712.00        
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TABLE D-1

GREAT OAKS WATER COMPANY
Average consumption per customer (CCF)
2010/2011

DRA Utility Adopted
      Item Analysis Estimated

   (A)   (B)
Avg. Gen. Metered Ser. Water Usage:
Single Family Residential 173.00                          152.40                 173.00            
Multi Family Residential 1,630.00                       1,464.45              1,630.00         
Business 1,165.60                       1,037.35              1,165.60         
Industrial 2,511.90                       2,235.56              2,511.90         
Public Authorities 1,119.70                       996.46                 1,119.70         
Schools 6,453.70                       5,675.97              6,453.70         
Private Landscaping 1,750.80                       1,150.57              1,750.80         
Agricultural 14,009.30                     14,009.30            14,009.30       

Private Fire Protection Service (Flat Rate Service) -                                -                        
 
 
TABLE E-1

TOTAL CONSUMPTION AND SUPPLY
(KCCF PER YEAR - 2010/2011)

DRA Utility Adopted
      Item

   (A)   (B)
Total Gen. Metered Ser. Water Sales:
Single Family Residential 3,328.87                       2,932.51              3,328.87         
Multi Family Residential 774.25                          695.61                 774.25            
Business 332.78                          296.16                 332.78            
Industrial 115.55                          102.84                 115.55            
Public Authorities 180.27                          160.44                 180.27            
Schools 219.43                          192.98                 219.43            
Private Landscaping 302.01                          267.48                 302.01            
Agricultural 126.08                          126.08                 126.08            
Subtotal, Metered Service, KCCF 5,379.22                       4,774.10              5,379.22         

-                 
  Unaccounted for Water (%) 4.04% 4.04% 4.04%
Total Water Produced 5,605.70                       4,975.10              5,605.70         

-                 
Total Water Sales 5,379.22                       4,774.10              5,379.22          
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TABLE F-1

GREAT OAKS WATER COMPANY
(2010/2011)

 OPERATION AND MAINTENANCE EXPENSES

DRA Utility Adopted
      Item 2010/2011

   (A)   (B)
  At Present Rates (Dollars in Thousands)

Payroll Expenses
Field Employees 709.18                          795.90                 709.18            
Office Employees 266.40                          301.40                 266.38            
Management 859.40                          927.50                 -                 
Total Payroll 1,834.98                       2,024.80              975.56            
Less Capitalized Payroll (194.50)                         (214.70)                (188.40)          
Net Payroll Expenses 1,640.48                       1,810.10              787.16            

Operating Expenses Other than Payroll
Groundwater Charges, Acct. 700 5,924.20                       5,242.30              5,924.16         
Purchased Power, Acct 726 683.20                          606.30                 683.20            
Total Volume Related Expenses 6,607.40                       5,848.60              6,607.36         
Maintenance Expenses:
Maint. of Pump Equip, Wells Acct 711/732 16.50                            16.50                   16.50              
Chemicals & Filtering, Acct 744 0.05                              0.05                     0.05                
Meter Expense, Acct 754 1.40                              1.40                     1.43                
T&D Maint & Supv, Acct 753,758 0.77                              0.77                     0.77                
Maint of Reservoirs & Tanks, Acct 760 -                                -                       -                 
Maint of T&D Mains, Acct 761 33.80                            33.80                   33.80              
Maint of Services, Acct 763 33.30                            33.30                   33.31              
Maint of Meters, Acct 764 7.30                              7.30                     7.31                
Maint of Hydrants, Acct 765 16.00                            16.00                   16.02              
Maint of General Plant, Acct 805 32.50                            32.50                   32.50              
Total O&M Expenses 6,749.02                       5,990.22              6,749.07         
A&G Expenses:
Customer Records & Collection, Acct 773 132.40                          132.40                 132.39            
Credit Card Processing fees -                                25.50                   -                 
Uncollectible Accounts, Acct 775 40.00                            43.10                   40.00              
Office Supplies & other exp, Acct 792 45.10                            45.10                   45.10              
Property Ins, Acct 793 76.20                            76.20                   76.18              
Injuries & Damages, Acct 794 49.20                            49.20                   49.18              
Employee Pensions & Benefits, Acct 795 415.10                          415.10                 415.08            
Franchise Requirements, Acct 796 284.10                          284.10                 251.89            
Rate Case Expenses, Acct 797 26.90                            75.00                   26.00              
Outside Services, Acct 798 221.90                          396.60                 221.93            
Misc. Gen Exp incl CWA Dues, Acct. 799 69.90                            69.90                   50.80              
Rents, Acct 811 174.00                          174.00                 174.00            
Transportation Exp, Acct 903 76.20                            76.20                   76.18              
Total A&G Expense 1,611.00                       1,862.40              1,558.73         

Total O&M and A&G Exp. Other than Payroll 8,360.02                       7,852.62              8,307.80         

Total Operating Expenses including Payroll 10,000.51                     9,662.72              9,094.97          
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TABLE G-1

GREAT OAKS WATER COMPANY

TAXES OTHER THAN INCOME
(2010/2011)

DRA Utility Adopted
      Item Analysis Estimated

   (A)   (B)
Ad Valorem Tax: 177.51                          223.01                 177.51            
Payroll Expense -                                0.533                   
Licenses, incl DMV - 10.39                   
Payroll Taxes:
FICA (Social Security) 68.90                            100.43                 65.00
FICA (Medicare) 22.70                            33.09                   15.20
FUTA 0.78                              1.14                     0.50
SUI 1.50                              2.19                     0.63
Total Payroll Taxes 93.88                            136.84                 81.33
Total Taxes other than income 271.39                          370.78                 258.84             
 
 
 
 

Description 2010-2011 2011-2012 2011-2012

Operating Revenues $12,581,933.0 $12,506,438.5 $12,470,715.0
Less: O&M/A&G $9,896,309.5 $9,944,611.8 $10,027,044.8

Taxes not on income 258,834.2 264,010.9 269,291.1
Interest 276,552.0 276,552.0 276,552.0
Book Depreciation 1,156,391.8 1,159,006.0 1,161,988.9
CCFT 67,975.6 56,126.3 44,821.1

Federal Taxable Income before DPAD 925,869.9 806,131.5 691,017.2
Pumped Water % 100.00% 100.00% 100.00%
Qualified Production Activities Income ("QPAI") $925,869.9 $806,131.5 $691,017.2
DPAD % 9% 9% 9%
DPAD $83,328.3 $72,551.8 $62,191.5

At Proposed Rates
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 TABLE H -1

GREAT OAKS WATER COMPANY

Income Tax
2010/2011
Present Rates @2009   

DRA Utility DRA Utility Adopted
Item                    Present Rates Proposed Rates

    (A) (B)  (E) (F)
(Dollars in Thousands)

Operating Revenues 11,774.02                     11,595.15            12,817.63       13,995.80  12,594.26

Expenses:
Oper & Maint/A&G Expenses 8,360.02                       7,852.62              8,362.87         7,852.62    8,307.82          
Admin & Gen -                                
Payroll 1,640.48                       2,024.80              1,640.48         2,024.80    1,588.49          
Taxes Other Than Income 271.39                          370.78                 271.39            370.78       258.84             
Deferred Income Taxes 70.17                            70.17                   70.20              70.17         70.17               
Depreciation Expense 1,154.20                       1,154.94              1,154.20         1,154.94    1,311.12          
Interest Expense 301.09                          301.09            276.55             
Total Operaring Expenses Excluding Income Taxes 11,797.35                     11,473.30            11,800.23       11,473.30  11,812.98        

Taxable Income, CCFT (23.33)                           3,000.50              1,017.40         3,000.50    781.28             
CCFT Rate (8.84%) 8.84% 8.84% 8.84% 8.84% 8.84%
Current Calif. Corp. Franchise Tax (2.06)                             265.24                 89.94              265.24       69.07               

Deductions
Tax Depreciation (1,154.20)                      (1,180.00)             (1,154.20)       (1,180.00)   (115.64)            
Interest Expense 301.09                          301.09            276.55             

CCFT Taxable Income (23.33)                           3,000.50              1,017.40         3,000.50    781.28             
CCFT (at 8.84%) 8.84% 8.84% 8.84% 8.84% 8.84%

FIT Taxable Income (21.27)                           2,526.60              927.46            2,526.60    677.82             
FIT @ 34% (3.19)                             315.34            230.46             
FIT (Before Adjustment) (3.19)                             859.10                 315.34            859.10       230.46             
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TABLE I

GREAT OAKS WATER COMPANY

 PLANT IN SERVICE
Test Years 2010/2011 and 2011/2012

 
DRA Utility DRA Utility DRA Utility DRA Utility Adopted Adopted Adopted

      Item 2009/2010 2010/2011 2011/2012 2012/2013 2010/2011 2011/2012 2012/2013
(A) (B)    (C)   (D)    (E)   (F)    (G)   (H)
(Dollars in Thousands)

Plant in Service-BOY 35,655.20                     37,194.70            37,550.50       37,945.70  37,975.80  38,045.40        38,073.80  38,141.80         37,945.66       38,045.31  38,141.68  

Additions:
Utility Funded 1,779.90                       811.00                 485.50            160.00       160.00       160.00             160.00       160.00              160.00            160.00       160.00       
Advances
Contributions 189.10                          1.00                     0.50                
Total Additions 1,969.00                       812.00                 486.00            160.00       160.00       160.00             160.00       160.00              160.00            160.00       160.00       
Less: -                                -                       -                 -             -            -            -                    
Retirements 73.70                            61.00                   60.70              60.30         62.00         63.60               61.55         59.50                60.35              63.63         59.52         
End of Year Balance 37,550.50                     37,945.70            37,975.80       38,045.40  38,073.80  38,141.80        38,172.25  38,242.30         38,045.31       38,141.68  38,242.16  
Average Plant in Service 36,602.85                     37,570.20            37,763.15       37,995.55  38,024.80  38,093.60        38,123.03  38,192.05         37,995.49       38,093.50  38,191.92   
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 TABLE J

GREAT OAKS WATER COMPANY

ACCUMULATED DEPRECIATION AND EXPENSE
Test Years 2010/2011 and  2011/2012

 
DRA Utility DRA Utility DRA Utility Adopted Adopted Adopted
EY 2009/2010 TY 2010/2011 TY 2011/2012 2010/2011 2011/2012 2012/2013

      Item (A) (B)    (C)   (D)    (E)   (F)
(Dollars in Thousands)

Accumulated  Depreciation (BOY) 15,754.20                     16,275.10            16,820.20       17,367.60  17,913.70  18,463.70        17,367.53  18,463.57         19,558.95       
Accruals During Year:
Contributed Plant 143.50                          143.50                 143.50            143.50       143.50       143.50             143.50       143.50              143.50            
 Depreciation Expenses 996.20                          1,010.00              1,010.70         1,012.90    1,013.40    1,015.50          1,012.89    1,015.50           1,018.48         
Total Accruals 1,139.70                       1,153.50              1,154.20         1,156.40    1,156.90    1,159.00          1,156.39    1,159.00           1,161.98         
 Add: Salvage -                                -                       -                 -             -            -                   

Less:
  Retirements 73.70                            61.00                   60.70              60.30         62.00         63.60               60.35         63.63                59.52              

End of Year Balance 16,820.20                     17,367.60            17,913.70       18,463.70  19,008.60  19,559.10        18,463.57  19,558.94         20,661.41       

Avg. Accumulated Deprec. 16,287.20                     16,821.35            17,366.95       17,915.65  18,461.15  19,011.40        17,915.55  19,011.26         20,110.18        
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 TABLE K

GREAT OAKS WATER COMPANY

WEIGHTED AVERAGE DEPRECIATED RATEBASE

DRA Utility DRA Utility DRA Utility Adopted Adopted Adopted
EY 2009/2010 TY 2010/2011 TY 2011/2012 2010/2011 2011/2012 2012/2013

      Item (A) (B)    (C)   (D)    (E)   (F)
(Dollars in Thousands)

 Utility Plant in Service 37,550.50                     37,945.70            37,975.80       38,045.40  38,073.80  38,141.80        37,945.66  38,045.31         38,141.68       
CWIP 330.90                          330.90                 330.90            330.90       330.90       330.90             330.90       330.90              330.90            
 Materials and Supplies -                                -                       -                 -             -            -                   
 Working Cash, Ratemaking Year Basis 1,540.80                       1,542.40              1,555.10         1,552.60    1,523.30    1,581.80          1,542.40    1,494.18           1,503.81         
 Deferred Debits -                                -                       -                 -             -            -                   
Total Additions to Ratebase 39,422.20                     39,819.00            39,861.80       39,928.90  39,928.00  40,054.50        39,818.96  39,870.39         39,976.40       

Less
Average Accumulated Depreciation 16,820.20                     17,367.60            17,913.70       18,463.70  19,008.60  19,559.10        17,915.55  18,463.57         19,558.94       
 Advances for Construction 6,984.70                       7,062.10              6,934.50         6,806.90    6,679.30    6,551.60          7,062.10    6,806.86           6,551.61         
 Contributions in Aid of Construction 3,072.30                       3,144.00              3,215.80         3,287.50    3,359.30    3,431.00          3,144.00    3,287.49           3,431.00         
Deferred FIT 540.10                          600.10                 675.20            750.20       844.10       938.00             569.08       711.35              889.19            

Unamortized Investment Tax Credits 63.20                            58.50                   53.10              47.70         44.10         40.40               58.50         47.74                40.38              
Total Deductions from Ratebase 27,480.50                     28,232.30            28,792.30       29,356.00  29,935.40  30,520.10        28,749.22  29,317.01         30,471.12       

Net Ratebase 11,941.70                     11,586.70            11,069.50       10,572.90  9,992.60    9,534.40          11,069.74  10,553.38         9,505.28         

Interest Calculation

Net Ratebase 11,941.70                     11,586.70            11,069.50       9,992.60    11,069.74  10,553.38         9,505.28         
Long Tern Debt Percentage 0.34                              0.34                     0.34                0.34           0.30           0.30                  0.30                
Cost of Debt 0.08                              0.08                     0.08                0.08           0.08           0.08                  0.08                
Interest 324.81                          315.16                 301.09            271.80       265.67       253.28              228.13            

(END OF APPENDIX A)
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Table 1 
Comparison Chart of Proposed Residential Conservation Rates 

 
      
       Topic 

Proposed Decision Great Oaks* DRA** 

 Service Charge 
5/8-3/4” Current 
               Proposed 
Low-Income Current 
               Proposed 

 
$7.96 
$7.55 
$5.05 

$3.775 

 
$7.96 

$10.41 
$3.98 

$5.205 

 
$7.96 
$7.55 
$5.05 

$3.775 

Quantity Charge 
Current 
     Adopted 
     RevSBR 
 Proposed 
     Tiers    # 
     Break ccf 
     Rates    
     Differ   % 
 

 
$1.894 

$1.9167 
 
 

3 
0-13/≥14-32/>33 

$1.770/$1.9167/$2.209 
8%      15% 

 
$1.894 

 
N/A 

 
1 

N/A 
$2.252 

N/A 
 
 

 
$1.894 

 
$1.9167 

 
3 

0-13/≥14-32/>33 
$1.730/$1.9167/$2.289 

11%    19% 
 
 

        Ratio 
    BMP 1.4 
      Status 
     (30/70) 
  Current 
  Proposed 

 
 
 
 

26.6:73.4 
22.04:77.96 

 
 
 
 

26.6: 73.4 
26.6: 73.4 

 
 
 
 

26.6: 73.4 
22.04:77.96 

*Great Oaks’ proposed rates are taken from Exhibit 20 
**DRA rate design model developed using adopted revenue requirement from decision. 
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Table 2 
Illustrative Examples of Residential Service Charge Rates 

(Based on 2010 Revenue Requirements) 
 

Meter Size Rate 
5/8 x 3/4 inch $7.55 
3/4 inch $15.10 
1 inch $22.64 
1.5 inch $37.74 
2  inch $60.38 
3 inch $113.22 
4 inch $188.69 
6 inch $377.39 
8 inch $603.82 
10 inch $868.00 
12 inch $1,245.38 
14 inch $1,698.25 
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Figure 1:  Conservation Rate Design Procedure 

1. First, calculate division-wide rates by traditional rate design procedures (Standard 
Practice U-07-W, para. 11) to obtain uniform rates, using GRC-adopted customers and sales 
quantities and GRC-adopted revenue amounts (as adjusted by subsequently effective 
advice letters) for the time period during which the proposed rates will be charged. 

2. Convert the resulting low-income discount (50% of the service charge according to the 
CARW customer’s meter size) into the dollar amount to apply  
as the CARW discount. 

3. Calculate the amount of any required BMP 1.4 revenue shift from the monthly Service 
Charges to the Quantity Rates, based on the Commission-adopted targets. [This decision 
sets these targets as at least 77.96% of the adopted revenue requirement collected from the 
quantity revenues.] 

4. Add the dollar amount of the required BMP 1.4 revenue shift determined under Step 
No. 3 to the adopted Residential Quantity Rate Revenue used in Step No. 1. 

5. Calculate the Single (uniform) Quantity Rate to be used in the Water Revenue 
Adjustment Mechanism calculation for residential customers by dividing the dollar amount 
developed in Step No. 4 by the Adopted Annual Residential ccf Sales used in Step No. 1. 

6. Segregate the Adopted Annual Residential ccf Sales between the three rate tiers using 
the adopted percentages. [This decision finds that 41.24% of the adopted ccf sales quantities 
will be in the 1-13 ccf/mo. first tier;  38.08% of the adopted ccf sales quantities will be in the 
14-32 ccf/mo. second tier and that 20.68% of the adopted ccf sales quantities will be in the 
>32 ccf/mo. third tier.] 

7. Using the adopted tiered rate differential, develop tiered Quantity Rates for residential 
customers that are designed to produce the exact same revenues as those produced by the 
uniform quantity rate determined in Step No. 5.  [This decision sets the Tier 1/Tier 2 rate 
differential at 8% and the Tier 2/Tier 3 rate differential at 15%.] 

8. Subtract the dollar amount of the required BMP 1.4 revenue shift determined under 
Step No. 3 from the adopted revenue requirement collected from the service charge for 
Residential customers. 

9. Develop monthly service charges by meter sizes for residential customers by dividing 
the service charge revenue calculated in Step No. 8 by the adopted number of residential 
services. (This monthly service charge will be calculated by taking the service charge 
derived from the Adopted Residential Revenue Requirement multiplied by one minus the 
required BMP 1.4 percentage revenue shift and multiplying this product by Commission-
adopted meter ratios to develop service charge rates for each meter size.) 
 
 
 

(END OF APPENDIX B) 
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PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 
 
WATER DIVISION      RESOLUTION NO. W-4534 

 May 5, 2005 
 

R E S O L U T I O N  
 

(RES. W-4534), GREAT OAKS WATER COMPANY.  ORDER 
APPROVING ADVICE LETTER NO. 169-W.   
           
 

SUMMARY 

This Resolution approves Great Oaks Water Company’s (Great Oaks or 
Company) Advice Letter Number (AL No.) 169-W for a Litigation Expense 
Memorandum Account for the reasons shown.  
 
BACKGROUND 

Great Oaks filed AL No. 165 on December 13, 2004, to establish five 
memorandum accounts using the procedure described in the Water Division’s 
Standard Practice U-27-W (Standard Practice or U-27-W).  The U-27-W procedure 
requires water utilities to file in the “Preliminary Statement” part of the tariffs 
new tariff sheets with descriptions of the memo accounts.  This is the method for 
establishing memo accounts used by energy and telecommunications utilities.  
Great Oaks requested five separate memorandum accounts including the 
following litigation expense memorandum account:  
 

“A Santa Clara Valley Water District Memorandum 
Account to track litigation costs incurred to stop the 
Santa Clara Valley Water District from discriminating 
against the Company and its ratepayers in how it 
charges for water pumped from the ground as opposed 
to treated surface water,”   



Resolution W-4534   May 5, 2005 
Great Oaks/AL 169-W/FLC:jrb 
 

- 2 - 

On December 29, 2004, the Office of Ratepayer Advocates (ORA) filed a protest 
to AL No. 165.  ORA cited the provisions of Decision (D.) 02-08-054 wherein the 
Commission laid out four guidelines for the establishment of memo accounts: 
 

1. The expense is caused by an event of an exceptional nature that is not 
under the utility’s control; 

2. The expense cannot have been reasonably foreseen in the utility’s last 
General Rate Case (GRC) and will occur before the utility’s next scheduled 
rate case; 

3. The expense is of a substantial nature in the amount of money involved; 
and  

4. The ratepayers will benefit by the memorandum account treatment 
adopted.1 

 
Water Division subsequently wrote Resolution Number (Res. No.) 4525 
recommending rejection of AL No. 165.  Great Oaks subsequently withdrew the 
advice letter.   
 
On April 8, 2005, Great Oaks filed AL No. 169-W to add a new section to the 
preliminary statement in its tariffs to establish a memorandum account.  The 
purpose of the account was to track the expenses of a lawsuit against the Santa 
Clara Valley Water District (District) to stop its practice of levying a “northern 
zone” pump tax upon the utility that is then passed through to utility customers 
through a balancing-type memorandum account.  The suit would also request 
correction of misallocations between the water utility and flood control function 
managed by the District which causes pump tax to be increased more than 
otherwise necessary, and a refund of monies already overpaid to the extent 
permitted by the statutes of limitations.  Great Oaks states that, if the litigation is 

                                              
1 D.02-08-054, August 22, 2002, “Interim Decision Authorizing the Creation of a 
Memorandum Account,” in Application 01-09-062 et seq. In the Matter of the Application 
of California Water Service Company (U 60 W), a Corporation, for an Order Authorizing It to 
Increase Rates Charged for Water Service at Each of Its Operating Districts to Recover Increased 
Operating Expenditures at Its General Office”, at 3. 
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successful, the ratepayers would save more than $5,131,344 per year in pump tax, 
or about $5.00 per customer per week. 
 
However, unlike the Commission’s usual practice of not passing through 
litigation costs if the utility loses the lawsuit, this memorandum account 
provides that, in the event the utility loses the suit, the ratepayers would pick-up 
up to $100,000 of the legal costs (about $5.00 per customer).  That is the reason 
Water Division believes that a resolution is required. 
 
DISCUSSION 

In order for a regulated water utility to establish a memorandum account it must 
address the four criteria outlined above.  In this filing the utility did so as 
follows: 
. 
“a.  The Company has no control over the amount of pump tax imposed by this 
special governmental unit, and until the Fall of 2004 was unaware of the solid 
basis to challenge how the tax imposed. 
 
“The Santa Clara Valley Water District is a countywide special district 
established by the California Legislature.  The SCVWD is a duel agency that 
manages both the water resource and flood control throughout Santa Clara 
County.  The SCVWD funds the water resource from pump tax on the water the 
Company draws from the ground and serves to its customers, and to a limited 
extent property tax.  The pump tax is a pass through expense to the Company 
and is essentially paid 100% by customers.  Total pump tax paid by the Company 
and customers in 2004 was $5,131,344, or about $100,000 a week or $5 a customer 
a week. 
 
“The SCVWD has divided the county into two pump tax zones North County 
and South County.  The North County rate is about two times the South County 
rate.  The essential SCVWD rational for this distinction is that the North County 
zone has the facilities to create and use treated water, but treated water is not 
available to the South County zone. 
 
“Great Oaks service territory bridges both zones.  The Company has never 
connected to or used the treated water provided by the SCVWD.  In fact, it is the 
often expressed desire of our customers that the Company never do so, because 
the Company’s untreated ground water tastes much better, and has no treatment 
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byproducts.  All other retail water providers in the north zone either use or are 
connected to the SCVWD treated water facilities. 
 
“Despite this clear distinction the SCVWD has included most of Great Oaks wells 
and territory in the north zone.  This means customers are currently paying 
much more for water than if the Company was fully included within the south 
zone.  In addition to the forward looking savings, there is also the clear 
opportunity for rebate of the excess pump tax collected for the time allowed by 
the applicable statutes of limitation. 
 
“The Company also believes that the SCVWD has inappropriately charged the 
water utility with part of the expenses that should be allocated to flood control in 
violation of the SCVWD’s enabling act.  The impact of this misallocation is to 
increase the pump tax on water in both zones.  In addition to the forward 
looking savings from proper allocations, there is also the clear opportunity for 
rebate of the misallocations for the time allowed by the applicable statutes of 
limitation. 
 
“The legal basis for challenging both issues was not known to the Company 
before the Fall of 2004. 
 
“b. The expense cannot have been reasonably foreseen in the utility’s last 
general rate case and will occur before the utility’s next scheduled rate case. 
 
“The litigation and Memorandum Account were not contemplated in the 
Company’s last rate case order D.0312039 mailed December 19, 2003.  
The reason is that the Company did not learn of the basis to challenge how the 
pump tax is imposed until the Fall of 2004.  Additionally, the Company did not 
learn of the misallocations until after that time.  Time is of the essence, because 
every day that passes without the lawsuit filed means the Statute of Limitations 
eliminates another day of potential refund or rebate of tax paid or misallocated. 
 
 “c. The expense is of a substantial nature in the amount of money involved. 
 
“As stated above, total pump tax paid by the Company and customers in 2004 
was $5,131,344, or about $100,000 a week or $5 a week per customer.  If the 
litigation is successful the Company believes it will reduce this pass through 
expense by 50% or $125 per customer a year or $2.50 a week in current dollars 
and pump tax. 
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“d. The ratepayers will benefit by the memorandum account treatment. 
 
“Because pump tax is a pass through expense, the Company’s view is any money 
recovered should belong to the ratepayers. 
 
“The Company had requested this result in the context of Advice Letter 165 filed 
December 13, 2004, i.e. that ratepayers take the risk of the suit and obtain 100% of 
the benefit.  The Company sought no reward, only to be protected from the cost 
of the litigation which only benefits ratepayers.  However, in that filing the 
Company did not suggest any limit on the cost of the litigation that could accrue 
in the Memorandum Account. 
 
“In the context of AL 165 ORA advised it was concerned about the potential cost 
and preferred the Company bear the risk of the litigation, and that after attorneys 
fees and costs were repaid would recommend 30% of the net proceeds go to the 
shareholders as a reward for taking the risk. 
 
“AL 165 was withdrawn by the Company on February 23, 2005 because it 
included other matters not related to the SCVWD, which did not provide for a 
focused discussion on just the Water District.   
 
“The Company has carefully considered ORA’s suggestions from AL 165.   
 
“The Company has proactively responded to ORA’s comments by adding a cap 
on the proposed Memorandum Account, capping potential ratepayer risk for 
litigation expenses to $100,000.  This means for the risk equal to the cost of one 
week of pump tax the ratepayers will have the opportunity to have the tax they 
pay cut in half, which could mean a reduction of over $2.5 million out of $5 
million annually in current dollars and tax.  Despite the reward suggested by 
ORA, the Company believes that pass though expenses should be at the 
ratepayers’ risk and the potential reward to ratepayers is worth the minimal risk 
equaling one week’s additional tax. 
 
“If the litigation is successful, then the expense of the litigation will first be 
charged against that recovery to the extent permitted by law, with only net cost 
remaining, if any, requested for recovery from ratepayers through the 
Memorandum Account.  
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“The Company requests that AL 169-W be allowed to go into effect or 
affirmatively authorized by the Commission.  If allowed to go into effect or 
affirmatively authorized, the Company recognizes that no expenses can be 
converted from the Memorandum Account into rates without further 
Commission review and action.   
 
“The tariffs also provide the accounting procedure from Standard Practice U-27-
W, including the fact that only funds incremental to or additional to those 
authorized in the Company’s last rate case can be included.” 
 
In its prior evaluation of this memorandum account when it was filed in AL No. 
165, the Water Division said: 
 

“The Santa Clara Valley Water District Memorandum Account 
seems to be a litigation memorandum account.  The pursuit of this 
litigation would hopefully result in a readjustment by the Santa 
Clara Valley Water District (District) in how it covers its costs, 
shifting more costs to surface water customers and lowering the 
costs to Great Oaks and other groundwater customers.  Great Oaks 
estimates savings of as much as $2,500,000.  While this may be a 
worthy endeavor, it needs to be discussed in the GRC.  If there are 
going to be cost savings, this Commission should decide how they 
should be allocated.  Also, lowering Great Oaks’ cost might result in 
raising other utility’s costs.  For example, San Jose Water Company’s 
customers’ costs may increase since San Jose buys treated surface 
water from the District.  Consideration of these and any other 
consequences is best addressed in a GRC.”   
 

Since that time the Company has provided more information.  It has contacted an 
outside law firm that believes the suit will be won, and that has committed to its 
costs being $100,000 or less.  (The only situation in which the Company thinks 
the cost may exceed $100,000 would be if the Company has to do an audit.  In 
that case the Company would recover those costs from the award if they win the 
suit, or would absorb them if it looses.) 
 
With respect to San Jose Water Company’s customers seeing an upward pressure 
on their bills, the Water Division admits that it would not be nearly as large as 
the drop in Great Oak’s customer’s bills since it would be spread over a 
substantially larger customer base. 
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Normally, when a utility litigates, it would hope to get an award that gives it 
some monies over its costs.  Great Oaks has chosen not to pursue the lawsuit 
independently, where, if it won, it could bank the lower costs until its next 
general rate case.  Instead it will immediately lower rates and surcredit any 
dollars received for past overpayments.  This may constitute some basis for 
having the customers pick up the first $100,000 or litigation costs if the Company 
loses. 
 
Water Division understands Great Oak’s urgency to go forward with the 
litigation considering the substantial costs which could be saved.  Additionally 
the utility has coordinated with the ORA.  ORA did not protest this advice letter.  
Consequently, and because spreading of the $100,000 across Great Oak’s 
approximately 20,000 service connections could be considered de minimus, Water 
Division recommends the Commission approve the memorandum account. 
 
NOTICE AND PROTESTS 

Because the AL requested no rate changes, no public notice was required.  The 
AL was sent to the standard service list.    
 
COMMENTS 

This is an uncontested matter subject to the public notice comment exclusion 
provided in Public Utilities Code Section 311(g)(3).  Comment was received from 
the ORA that the granting of this memorandum account shall not set precedent 
for the treatment of legal expenses incurred in the normal business operations of 
the Company. 
 

FINDINGS 

1. The Commission has promulgated four guidelines for the establishment of 
memorandum accounts during the General Rate Case cycle. 

2. Great Oaks has adequately addressed those four guidelines in its Advice 
Letter Number 169-W. 

3. Great Oaks is scheduled to file a General Rate Case in July of 2005. 

4. The Santa Clara Valley Water District Memorandum Account could have 
substantial ratepayer benefits.  Those benefits would be more substantial if 
the lawsuit were started as soon as possible. 
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5. The lawsuit does not raise any known critical issues that would require that it 
be analyzed in a General Rate Proceeding. 

 
THEREFORE IT IS ORDERED THAT: 

1. Great Oaks Water Company’s Advice Letter No. 169-W is approved. 

2. This memorandum account shall not set precedent for the treatment of legal 
expenses incurred in the normal business operations of a water utility. 

3. This resolution is effective today. 
 
I 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 May 5, 2005; the following Commissioners voting favorably thereon: 
 
 
 
 
 
             
        STEVE LARSON 
        Executive Director 
 
        MICHAEL R. PEEVEY 
          President 
        GEOFFREY F. BROWN 
        SUSAN P. KENNEDY 
        DIAN M. GRUENEICH 
         Commissioners 
 
I abstain. 
 
/s/ JOHN A. BOHN 
       Commissioner 
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************** PARTIES **************  
 
Linda Barrera                            
Legal Division                           
RM. 4107                                 
505 VAN NESS AVENUE                      
San Francisco CA 94102 3298              
(415) 703-1477                           
lb3@cpuc.ca.gov                          
For: DRA                                                                                                      
 
Timothy S. Guster                        
General Counsel                          
GREAT OAKS WATER COMPANY                 
PO BOX 23490                             
SAN JOSE CA 95153                        
(408) 227-9540                           
tguster@greatoakswater.com                    
For: Great Oaks Water Comopany                                                               
____________________________________________ 
 
********** STATE EMPLOYEE ***********  
 
Patricia Esule                           
Division of Ratepayer Advocates          
RM. 500                                  
320 WEST 4TH STREET SUITE 500            
Los Angeles CA 90013                     
(213) 576-1373                           
pxs@cpuc.ca.gov                          
For: DRA LA office                                                                                     
 
Hani Moussa                              
Division of Ratepayer Advocates          
320 WEST 4TH STREET SUITE 500            
Los Angeles CA 90013                     
(213) 576-7033                           
hsm@cpuc.ca.gov                          
For: DRA LA office                                                                                     
 
Danilo E. Sanchez                        
Division of Ratepayer Advocates          
RM. 3200                                 
505 VAN NESS AVENUE                      
San Francisco CA 94102 3298              
(415) 703-2771                           
des@cpuc.ca.gov                          
For: DRA LA office                                                                                     
 

Christine M. Walwyn                      
Administrative Law Judge Division        
RM. 5008                                 
505 VAN NESS AVENUE                      
San Francisco CA 94102 3298              
(415) 703-2301                           
cmw@cpuc.ca.gov                          
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