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BEFORE THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF CALIFORNIA

In the Matter of the Application of SAN JOSE
WATER COMPANY (U 168 W) for an Order Application 15-01-002
authorizing it to increase rates charged for water (Filed January 5, 2015)
service by $34,928,000 or 12.22% in 2016; by
$9,954,000 or 3.11% in 2017, and by $17,567,000
or 5.36% in 2018.

JOINT MOTION OF
THE OFFICE OF RATEPAYER ADVOCATES
AND SAN JOSE WATER COMPANY
FOR APPROVAL OF SETTLEMENT AGREEMENT
In accordance with Rule 12.1 of the Rules of Practice and Procedure (“Rules”) of the
California Public Utilities Commission (“Commission”), San Jose Water Company (“SJWC”)
and the Office of Ratepayer Advocates (“ORA”) (together with SJTWC, the “Settling Parties”)
hereby respectfully move that the Commission approve the Settlement Agreement Between the
Office of Ratepayer Advocates and San Jose Water Company on Issues Presented in General
Rate Case Application (the “Settlement Agreement”) that was entered into and executed by the
Settling Parties on July 24, 2015, for the purpose of resolving certain issues presented in the
above-captioned proceeding.1 The Settlement Agreement is appended hereto as Attachment A.
Consistent with Rule 12.1, this Motion is submitted after the prehearing conference, held on

February 27, 2015, and in accordance with the extension of time to file the Settlement

Agreement granted by ruling of Administrative Law Judge (“ALJ”) S. Pat Tsen on July 16, 2015.

' A group of six mutual water companies taking service from SJWC in its Mountain District (the
“Mutuals™) also participated as a party to this proceeding. The Mutuals participated in the formally
noticed settlement conference and in subsequent negotiations. The Mutuals, however, are not a
signatory to the Settlement Agreement.

9311459.v1



A, Procedural Background

SJWC filed Application 15-01-002 (the “Application™) on January 5, 2015,
proposing increased rates for Test Year 2016 and Escalation Years 2017 and 2018, and to make
investments and accounting changes as specified therein. In support of its Application, STWC
provided its Report on the Results of Operations, its Capital Budget Project Justifications, and
supporting workpapers and studies.

ORA filed a timely protest to the Application on February 2, 2015. The Mutuals
were authorized to late-file a protest to the Application, which they did on March 5, 2015. A
prehearing conference was held on February 27, 2015, and a public participation hearing was
held in San Jose on March 24, 2015.

Following extensive discovery, ORA and the Mutuals served testimony on April 23,
2015. ORA’s Report and Recommendations on SJWC’s Results of Operations challenged many
aspects of SJTWC’s revenue and expense estimates and project proposals for the Test Year and
the GRC cycle, but also accepted many of SJWC’s estimates and proposals as reasonable. The
Mutuals presented their own critique and proposals on a select number of issues. SJWC served
rebuttal testimony responding to both ORA and the Mutuals on May 7, 2015.

SIWC, ORA and the Mutuals participated in a formally noticed settlement conference
on May 26, 2015. The Settling Parties continued with discussions and resolved certain issues in
advance of the evidentiary hearings, which were held June 15 through 17 in San Francisco. They
exchanged drafts of settlement documents through July 23, 2015. Over the course of these
communications, the Settling Parties ultimately resolved certain issues of concern to ORA,
which were reduced to writing in the form of this proposed Settlement Agreement. SJWC and
the Mutuals were unable to settle issues of concern to the Mutuals. Thus, the Settlement

Agreement is not presented as an all-party settlement.
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B. Major Features of the Settlement Agreement

The proposed Settlement Agreement resolves certain contested issues in this
proceeding between ORA and STWC, including all contested utility plant additions and the
treatment of certain balancing and memorandum accounts. Contested matters that were not
resolved by settlement were addressed in the parties’ briefs, with opening briefs filed on July 14,
2015 and reply briefs scheduled to be filed on July 28, 2015.

The Settlement Agreement describes each settled issue in detail, provides a statement
of the respective positions of STWC and ORA, describes the difference between STWC’s rebuttal
position and ORA’s position, indicates how the issue was resolved, and lists references to the
testimony, evidence, and exhibits of witnesses addressing the particular issue.

A detailed Comparison Exhibit (Exhibit COM-1) also is provided, as an appendix to
the Settlement Agreement. The Comparison Exhibit shows the various elements of revenue
requirement based on the original, updated, and final positions of the Settling Parties, showing
the differences between the final positions of the Settling Parties for the various accounting
categories and indicating the status of each contested issue either as having been settled or as
remaining unresolved. The Comparison Exhibit also displays the disposition of various
uncontested issues, where ORA accepted the position of STWC as presented in its Report on the
Results of Operations, subject to updates in the workpapers, or where STWC accepted ORA’s
position as presented in its Report.” The uncontested issues include, by way of example, the

forecast of future customers in the category of “Other” metered services and conclusions

2 The Comparison Exhibit indicates differences between the final positions of the Settling Parties with
respect to many of the accounting categories that are listed as uncontested. These differences are due
to the allocation of differing estimates of Total Labor Expense or due to the effect of differing estimates
of Total Revenue at Proposed Rates.



regarding compliance with all applicable water quality standards. The uncontested issues are

further described in Section VI of STWC’s opening brief.?

C. Burden of Proof

Rule 12.1(d) of the Commission’s Rules requires that a settlement be “reasonable in
light of the whole record, consistent with law, and in the public interest” in order to receive
Commission approval. The proposed Settlement Agreement meets that standard.

ORA conducted comprehensive discovery with respect to the issues raised by the
Application, to which STWC provided prompt and complete responses. These materials, in
conjunction with the showing presented in SJTWC’s Application, provided the basis for
substantive negotiation of issues of concern to the Settling Parties. The Settling Parties met and
discussed the contested issues in good faith, negotiated in defense of their respective positions,
and considered proposals to resolve the issues. This process led to a series of compromises and
agreements on the terms of the Settlement Agreement.

The Settling Parties believe that the thorough process described above has resulted in
a settlement that reflects carefully developed, well-supported, and appropriate compromises of
the positions of the Settling Parties. Accordingly, the Settling Parties respectfully submit that the
Settlement Agreement, as Rule 12.1(d) requires, is reasonable in light of the whole record,

consistent with law, and in the public interest.

D. The Settling Parties Have Complied with the Requirements of Rule 12.1(b).

Commission Rule 12.1(b) requires parties to convene at least one settlement
conference, with notice and opportunity to all parties to participate, for the purpose of discussing
settlements in the proceeding. Such notice is required to be provided at least seven (7) days

before a settlement is signed. On May 15, 2015, counsel for ORA notified all parties on the

3 SJWC Opening Brief, at 70-74.



service list in this proceeding of the time and place for a settlement conference, which was
convened in a conference room at the Commission on the afternoon of May 26, 2015.
Representatives of all parties participated in the settlement conference. On the date of this filing,
the Settling Parties completed the execution of the proposed Settlement Agreement, in

compliance with the rules for notice and opportunity for participation set forth above.

E. Further Procedures

Rule 12.2 accords all parties the opportunity to file comments contesting all or part of
a settlement within 30 days of the date that a motion for adoption of the settlement is served, and
Rule 12.3 provides for the setting of a hearing on a contested settlement.

As noted above, the only other party to this proceeding, the Mutuals, has declined to
execute the proposed Settlement Agreement. However, as the Mutuals expressed concerns over
different issues than those resolved by the Settlement Agreement, the Settling Parties are hopeful
that the Mutuals will not contest the Settlement Agreement.

Even assuming that the Mutuals file comments expressing concerns about the
Settlement Agreement, the Settling Parties expect that there will not be disputed issues of
material fact warranting the holding of an evidentiary hearing. Of course, if the Assigned
Commissioner or the presiding ALJ wishes to have the Settling Parties present witnesses to
testify in explanation or support of the Settlement Agreement, the Settling Parties are fully

prepared and willing to do so.

F. Conclusion

As demonstrated above, the Settlement Agreement is reasonable in light of the whole
record, consistent with law, and in the public interest. Therefore, the Settling Parties, the Office

of Ratepayer Advocates and San Jose Water Company, respectfully move for the Commission to



approve and adopt the Settlement Agreement as attached hereto as Attachment A, without

modification, in the course of its decision in this proceeding.

Respectfully submitted,

OFFICE OF RATEPAYER ADVOCATES NOSSAMAN LLP

Allison Brown Martin A. Mattes
Mari R. Lane
By __/s/ Allison Brown By: __/s/ Martin A. Mattes
Allison Brown Martin A. Mattes
California Public Utilities Commission
505 Van Ness Avenue 50 California Street, 34™ Floor
San Francisco, CA 94102 San Francisco, CA 94111-4799
Tel.: (415) 703-5462 Tel:  (415) 398-3600
Fax: (415) 703-2262 Fax: (415)398-2438
E-mail: allison.brown@cpuc.ca.gov E-mail: mmattes@nossaman.com
Attorney for OFFICE OF Attorneys for Applicant, SAN JOSE
RATEPAYER ADVOCATES WATER COMPANY

July 24, 2015
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BEFORE THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF CALIFORNIA

In the Matter of the Application of SAN JOSE
WATER COMPANY (U 168 W) for an Order Application 15-01-002
authorizing it to increase rates charged for (Filed January 5, 2015)
water service by $34,928,000 or 12.22% in
2016; by $9,954,000 or 3.11% in 2017, and by
$17,567,000 or 5.36% in 2018.

SETTLEMENT AGREEMENT BETWEEN THE OFFICE OF
RATEPAYER ADVOCATES AND SAN JOSE WATER COMPANY
ON ISSUES PRESENTED IN THE PRESENT GENERAL RATE CASE

I GENERAL PROVISIONS

1. Pursuant to Article 12 of the Rules of Practice and Procedure (“Rules”) of the
California Public Utilities Commission (“Commission”), the Office of Ratepayer
Advocates (“ORA”) and San Jose Water Company (“SJWC”), referred to together as
‘the Settling Parties,” have agreed on the terms of this Settlement Agreement, which
they now submit for review, consideration, and approval by Administrative Law Judge
S. Pat Tsen and the Commission. This Settlement Agreement addresses most of the
differences on contested issues presented by the testimony and exhibits submitted
into evidence by SUWC and ORA, respectively.

2. Specific issues that the Settling Parties agree to resolve through this Settlement
Agreement are set forth in Section Il below. For each issue, Section Il describes the
positions of the Settling Parties, the difference between SJWC'’s rebuttal position and
ORA'’s position, and the resolution provided by the Settlement Agreement, and also
provides references to the evidence of record relevant to each settled issue.

3. Because this Settlement Agreement represents a compromise of the Settling
Parties’ positions with respect to each issue addressed herein, the Settling Parties
have agreed upon the resolution of each issue addressed in the Settlement
Agreement on the basis that its approval by the Commission should not be construed
as an admission or concession by either Party regarding any fact or matter of law that
may have been in dispute in this proceeding. Furthermore, consistent with Rule 12.5
of the Commission’s Rules, the Settling Parties intend that the approval of this
Settlement Agreement by the Commission should not be construed as a precedent or
statement of policy of any kind for or against any Party in any current or future
proceeding with respect to any issue addressed in the Settlement Agreement.

1
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4. The Settling Parties agree that this Settlement Agreement is an integrated
agreement, so that if the Commission rejects any portion of this Settlement
Agreement, each party has the right to withdraw. Furthermore, the Settlement
Agreement is being presented as an integrated package such that Settling Parties
are agreeing to the Settlement Agreement as a whole rather than agreeing to specific
elements of the Settlement Agreement.

5. This Settlement Agreement is the product of a process of direct negotiation
between the Settling Parties. The only other party to this proceeding, a collection of
six mutual water companies,’ participated in the settlement process but is not a party
to the Settlement Agreement. Accordingly, the Settlement Agreement is not
presented as an all-party settlement.

6. The Settling Parties agree that no signatory to the Settlement Agreement
assumes any personal liability as a result of his or her execution of this document.

All rights and remedies of the Settling Parties are limited to those available before the
Commission.

7. This Settlement Agreement may be executed in counterparts, each of which shall
be deemed an original, and the counterparts together shall constitute one and the
same instrument.

8. This Settlement Agreement constitutes and represents the entire agreement
between the Settling Parties and supersedes all prior and contemporaneous
agreements, negotiations, representations, warranties and understandings of the
Settling Parties with respect to the subject matter set forth herein.

9. This Settlement Agreement resolves all outstanding and still contested issues in
this proceeding between SUWC and ORA except for the following:

Revenue decoupling - WRAM/MCBA,;

WRAM-related Conservation Programs;

Regulatory Commission Expense;

Corporate Expense;

Payroll Expense Related to Non-Tariffed Products and Services;
Other Payroll/Labor Expense;

Payroll Taxes — Capitalized Portion of FICA Tax;

Tax Memorandum Accounts; and

Health Care Balancing Account.

TS@meoooTw

' The six mutual water companies are Big Redwood Park Mutual Water Company, Brush &
Old Well Mutual Water Co., Mountain Summit Mutual Water Co., Oakmont Mutual Water Co.,
Ridge Mutual Water Co., and Villa Del Monte Mutual Water Co.

2
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10. Many elements of SIWC'’s proposed Results of Operations and Capital
Investment Plan presented in testimony accompanying its Application were not
challenged by ORA in its Results of Operations Report and so do not present
contested issues. Similarly, the positions presented by ORA in its Results of
Operations Report on a number of issues were accepted by SIWC and so also do
not present contested issues. This Settlement Agreement does not address such
matters except as noted in Paragraph 11, below.

11. The disposition of all uncontested issues is presented, along with the disposition
of topics resolved by this Settlement Agreement and the positions of the parties on
the remaining contested issues, in the Comparison Exhibit, which is attached to this
Settlement Agreement as Exhibit COM-01. The Comparison Exhibit displays, in a
series of tables, the evolution of the positions of SUWC and ORA from their initial
showings, through rebuttal testimony and settlement negotiations, to their current
positions, with respect to each of the line items of SIWC’s Results of Operations.
For issues that remain contested, the relevant line items show the amounts in dollars
and percentages by which SUIWC’s estimate exceeds that of ORA. In many
instances, the line item itself is not contested but different amounts are shown for the
current positions of SUIWC and ORA, due to different allocations of Total Labor
Expense or different Total Revenue estimates (resulting from contested issues).

. TOPICS RESOLVED BY SETTLEMENT AGREEMENT

The Settlement Agreement resolves issues relating to SIWC's proposals for capital
additions in years 2015, 2016, and 2017, and SIWC'’s proposals regarding balancing
accounts and memorandum accounts.

A. UTILITY PLANT ADDITIONS

Capital investment forecasts and settlement amounts for 2015-2017 are as shown in
Table 1 below, followed by descriptions, by line item, of the positions of the Settling
Parties and the resolution of contested plant categories. The annual amounts and
the 3-year budget totals are the amounts agreed upon by ORA and SJWC. Specific
issues and their resolution are described in the sections below.

9246703.v3
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1. Source of Supply — Sites for Replacement Wells

ISSUE: As part of its Well Replacement Program SJWC requested authorization of
$6,528,600 in budget year 2017 for the purchase of property for replacement wells
(Project SUJW012440). SJWC argued this expenditure is necessary due to the lack of
room for future well installations at existing groundwater stations. ORA
recommended disallowance of the capital expenditures based in part on cost over-
runs from the prior GRC for similar projects. ORA further noted that for future land
purchases, the existing well sites should be evaluated first to determine whether a
replacement well can be installed. In Rebuttal SUIWC noted that the project from the
last GRC was a two year project that did not in fact have a cost overrun and that
existing well sites are thoroughly evaluated, as noted in the submitted “San Jose
Water Company 2014 Well Study”.

RESOLUTION: SJWC agrees to defer this project to the next GRC. However,
Parties agree that it is reasonable to expect that SUWC would purchase new property
for a well replacement project regardless of approval if it proved to be necessary. If
SJWC finds that purchasing land is necessary, then the company can purchase land
for a well site and request to recover the cost of the land in the next rate case to be
reviewed for prudency. SJWC shall demonstrate that all possible options were
considered before purchasing additional land for well sites, including providing cost
benefit analysis of comparing the cost of purchasing new land and installing a well

with well rehab and/or installing treatment at existing sites.

SJWC SJWC ORA
Issue Direct Rebuttal Report Difference Settlement
Land for Well | ¢4 558 500 | $6,528.600 $0 $6,528.600 $0

Replacement

REFERENCES: Exhibit SUW-03 (Lambing), p. 24-27; Exhibit SJW-10, Chapter 7
(Tuttle), p. 7-1 to 7-3; Exhibit ORA-1, Chapter 4 (Menda), p. 4-6 to 4-10.

2. Reservoirs and Tanks — Contingency Factor

ISSUE: SJWC requested authorization for $6,926,400 (split between budget years
2015 and 2016) for replacement of the roof and overflow structure and additional
miscellaneous improvements related to the concrete drains and the altitude valve at
the Almaden Valley Reservoir (Project SUW013091 and SJW012383). Additionally,
SJWC requested authorization for $8,782,100 (split between budget years 2016 and
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2017) to replace the column, roof, and liner at the Belgatos Station Basin (Projects
SJW013080 and SJW012862). Finally, SUWC requested authorization for -
$4,536,800 (split between budget years 2015 and 2016) to replace the columns, roof,
overflow structure, and concrete sealant of the basin at Cox Station #2 (Projects
SJW013088 and SJW012861). ORA did not object to the need for these projects,
but recommended lower estimated project costs based on lower contingency factors
and sales tax rates. Specifically, ORA recommended budgets of $6,400,448 for the
Almaden Valley Reservoir Project, $8,139,926 for the Belgatos Station project, and
$4,191,465 for the Cost Station #2 project. In Rebuttal Testimony SJIWC argued that
the 30% contingency factor used in cost estimating was appropriate for the design
level of the projects.

RESOLUTION: SJWC agree to ORA's position. The Parties agree to ORA’s position
because SUWC does have sufficient experience with similar projects to justify a lower
contingency factor.

SJWC SJWC ORA
Issue Direct Rebuttal Report Difference Settlement
Almaden
Valley Sta. $6,926,400 | $6,926,400 | $6,400,448 $525,952 $6,400,448

(2016-2017)

Belgatos Sta.

(2016-2017) $8,782,100 | $8,782,100 | $8,139,926 | $642,174 | $8,139,926

Cox Sta. #2

(2016-2017) $4,536,800 | $4,536,800 | $4,191,465 | $345,335 | $4,191,465

REFERENCES: Exhibit SUW-03 (Lambing), p. 114-122 and 209-215; Exhibit SJW-
10, Chapter 3 (Lambing), p. 3-2 to 3-3; Exhibit ORA-1, Chapter 4 (Menda), p. 4-12 to
4-13.

3. Pump Stations and Equipment

a. Franciscan Station Pumps

ISSUE: SJWC requested authorization for $149,000 in 2015 (Project SJW012309)
and $1,381,700 in 2016 (Project SUW012310) to fund the replacement and relocation
of two boosters and one motor control center at the Franciscan Station. This project
will address low suction pressure problems and eliminate the potential for
contamination infiltration. The project will also enable the boosters to operate under
high demand and low tank and reservoir level scenarios, thus preventing pressure
zones from becoming deficient in available fire capacity or from violating GO 103-A
system capacity standards. Furthermore, this alternative addresses concerns posed

9246703.v3




by the age of the existing booster pumps and their high risk of potential failure within
the next few years. Finally, Motor Control Center (MCC) reliability and worker safety
will be enhanced to meet SUIWC's latest safety standards. ORA does not oppose the
need for the project, but recommends the project continue as an advice letter project
with an estimated budget cap of $1,530,700. By allowing advice letter treatment, the
final cost of the project can be reviewed for all reasonable and prudent costs once
the project is completed.

RESOLUTION: Parties agree to advice letter treatment (Tier II) for the Franciscan
Station Pumps project with an advice letter budget cap of $1,530,700. All project
costs, including, but not limited to, contract costs, materials, company labor,
consulting fees, company overhead, taxes, insurance, permitting fees, and
capitalized interest may be included in the advice letter filing. The advice letter will
be filed only upon project completion. ORA reserves the right to review the advice
letter filing for all reasonable and prudent costs. In the event that final project costs
are greater than the advice letter budget cap SJWC reserves the right to seek
recovery of the overage in a subsequent general rate case.

SJWC SJWC ORA
Issue Direct Rebuttal Report Difference Settlement
Franciscan ) ) .
Station Pump | $1,530,700 ’t‘i‘t’t'gf ‘l\_‘;‘t’t'gf N/A /ti‘t’t'gf
(2015-2016)

REFERENCES: Exhibit SJW-03 (Lambing), p. 137-144; Exhibit ORA-1, Chapter 4
(Menda), p. 4-18 to 4-19.

b. Miquelito Station Pumps

ISSUE: SJWC requested authorization for $207,400 in 2016 (Project SUW012347)
and $1,931,600 in 2017 (Project SJW012348) to fund the replacement of booster
pumps, motors, and motor control centers at the Miguelito Station. This project will
increase operational flexibility, reliability, and efficiency. The project will bring the
motor control center up to modern standards, improve system reliability, provide ease
of maintenance, enhance worker safety, and reduce arc flash hazard, while aliowing
for flexibility to expand in the future. ORA does not oppose the need for the project,
but recommends the project continue as an advice letter project with an estimated
budget cap of $2,139,000. By allowing advice letter treatment, the final cost of the
project can be reviewed for all reasonable and prudent costs once the project is
completed.

RESOLUTION: Parties agree to advice letter treatment (Tier II) for the Miguelito
Station Pumps project with an advice letter budget cap of $2,139,000. All project
costs, including, but not limited to, contract costs, materials, company labor,
consulting fees, company overhead, taxes, insurance, permitting fees, and

9246703.v3




capitalized interest may be included in the advice letter filing. The advice letter will
be filed only upon project completion. ORA reserves the right to review the advice
letter filing for all reasonable and prudent costs. In the event that final project costs
are greater than the advice letter budget cap SJWC reserves the right to seek

recovery of the overage in a subsequent general rate case.

SJWC SJWC ORA
Issue Direct Rebuttal Report Difference Settlement
Miguelito . . ,
. Advice Advice Advice
Station Pump | $2,139,000 Letter Letter N/A Letter

(2016-2017)

REFERENCES: Exhibit SUW-03 (Lambing), p. 239-248; Exhibit ORA-1, Chapter 4
(Menda), p. 4-21 to 4-22.

c. Harwood Court Station Pump

ISSUE: SJWC requested authorization for $1,104,400 in 2016 (Project SUIW012311)
to fund the replacement of a motor control center and to add a second booster pump
at the Harwood Court Station. This project will increase operational reliability and
flexibility, help mitigate the existing capacity deficit, increase water supply reliability,
increase asset life, and improve worker safety. The project will also provide for
increased fire protection capability, and minimal disruption of water service to
customers. ORA does not oppose the need for the project, but recommends a total
construction budget of $877,400. ORA’s recommendation is based on the project

budget submitted in SJWC'’s previous rate case, escalated to 2016 dollars.

RESOLUTION: Parties agree to ORA’s recommended budget of $877,400. If project
costs. exceed the budgeted amount, SJWC reserves the right to seek recovery of the

overage in a subsequent general rate case.

SJWC SJWC ORA
Issue Direct Rebuttal Report Difference Settlement
Harwood Ct.
Station $1,104,400 $877,400 $877,400 $0 $877,400
(2016)

REFERENCES: Exhibit SUW-03 (Lambing), p. 224-228; Exhibit ORA-1, Chapter 4
(Menda), p. 4-22 to 4-23.
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d. Line Shaft Pumping Equipment Replacement

ISSUE: SJWC requested authorization for line shaft pumping equipment

replacement expenditures of $683,400 in 2015 (Project SUW10457), $703,900 in
2016 (Project SJW010465), and $728,500 in 2017 (Project SJW10211). These
projects cover maintenance and replacement of horizontal and vertical electric
motors and pumping unit assemblies, including pump casings or bowls, column
assemblies, discharge heads, and shaft segments. ORA did not oppose the need for
the project, but adjusted the annual budgets based on the company’s historical
spending. ORA estimated annual budget amounts based on inflation adjusted
historical average spending on this budget item from 2010 through 2014. Based on
this methodology ORA recommended annual budgets of $595,904, $613,781, and
$635,263 for 2015, 2016, and 2017, respectively. In Rebuttal Testimony SJWC
argued that ORA’s methodology does not account for cost increases for materials
used in these projects that are increasing faster than standard inflationary factors.

RESOLUTION: Parties agree to Line Shaft Pumping Equipment replacement
budgets of $623,400 in 2015, $642,100 in 2016, and $664,500 in 2017. This
settlement was arrived at through SUWC’s acknowledgement that the budgets should
be in line with historical levels and ORA’s acknowledgement that rising material costs
necessitate a higher budget level.

SJWC SJWC ORA
Issue Direct Rebuttal Report Difference Settlement
Line Shaft
Pumping
Equipment $2,115,800 | $2,115,800 | $1,844,948 $270,852 $1,930,000
Replacement
(2015-2017

REFERENCES: Exhibit SUW-03 (Lambing), p. 31-33; Exhibit SUW-10, Chapter 3
(Lambing), p. 3-3 to 3-4; Exhibit ORA-1, Chapter 4 (Menda), p. 4-24 to 4-25.

e. Submersible Pumping Equipment Replacement

ISSUE: SJWC requested authorization for Submersible Pumping Equipment
replacement expenditures of $683,400 in 2015 (Project SUW10163), $703,900 in
2016 (Project SUW010452), and $728,500 in 2017 (Project SIW10468). These
projects cover ongoing maintenance and replacement of submersible electric motors,
pump bowl assemblies, power cables, column assemblies, discharge elbows, , and
wiring for wells and booster pumps. ORA did not oppose the need for the project, but
adjusted the annual budgets based on the company’s historical spending. ORA
estimated annual budget amounts based on inflation adjusted historical average
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spending on this budget item from 2010 through 2014. Based on this methodology
ORA recommended annual budgets of $564,181, $550,207, and $569,464 for 2015,
2016, and 2017, respectively. In Rebuttal Testimony SJWC argued that ORA’s
methodology does not account for cost increases for materials used in these projects
that are increasing faster than standard inflationary factors.

RESOLUTION: Parties agree to Submersible Pumping Equipment replacement
budgets of $623,400 in 2015, $642,100 in 2016, and $664,500 in 2017. This
settlement was arrived at through SJIWC’s acknowledgement that the budgets should
be in line with historical levels and ORA’s acknowledgement that rising material costs
necessitate a higher budget level.

SJWC SJWC ORA
Issue Direct Rebuttal Report Difference Settlement
Submersible
Pumping

Equipment $2,115,800 | $2,115,800 | $1,653,852 $461,948 $1,930,000
Replacement
(2015-2017

REFERENCES: Exhibit SUW-03 (Lambing), p. 34-36; Exhibit SUW-10, Chapter 3
(Lambing), p. 3-3 to 3-4; Exhibit ORA-1, Chapter 4 (Menda), p. 4-26 to 4-28.

4. Distribution System

a. Recycled Water Mains

ISSUE: SJWC requested authorization of $4,164,000 for recycled water pipeline
installation of recycled water Alignment A (Project SUW01933). Alignment A is a
21,700 foot long recycled water pipeline that will be installed in 2016 and which will
allow distribution of up to 274 acre-ft per year of recycled water. Additionally, SUIWC
requested authorization of $1,522,300 for recycled water pipeline installation of
recycled water Alignment R (Project SJW012934). Alignment R is a 7,100 foot long
recycled water pipeline that will be installed in 2016 and which will allow distribution
of up to 265 acre-ft per year of recycled water. Finally, SUWC requested
authorization of $11,339,100 for recycled water pipeline installation of recycled water
Alignment D (Project SUW012935). Alignment D is a 27,400 foot long recycled water
pipeline that will be installed in 2017 and which will allow distribution of up to 477
acre-ft per year of recycled water. ORA did not object to the need for these projects,
but recommended lower estimated project costs based on different escalation
factors. Specifically, ORA recommends the use of escalation factors as provided in
the Energy Cost of Service and Natural Gas Branches (ECOS) monthly memos.
Based on the use of the ECOS escalation factors ORA recommended construction

9246703.v3




budgets of $4,011,220 for Alignment A, $1,494,037 for Alignment R, and
$10,981,710 for Alignment D. In Rebuttal Testimony SUIWC argued that the original
cost estimates were based on industry standard escalation factors and that these
estimates should be approved.

RESOLUTION: Parties agree to adopt ORA's position. In this instance the ECOS
escalation factors provide an appropriate escalation of costs.

SJWC SJWC ORA

Issue Direct Rebuttal Report Difference Settlement
Recycled
Water $4,164,000 | $4,164,000 | $4,011,220 $152,780 $4,011,220
Alignment A
Recycled
Water $1,522,300 | $1,522,300 | $1,494,037 $28,263 $1,494,037
Alignment R
Recycled
Water $11,339,100 | $11,339,100 | $10,981,710 | $357,390 | $10,981,710
Alignment D

REFERENCES: Exhibit SUW-02, Chapter 20 (Hoang); Exhibit SUW-03 (Lambing), p.
264-305 and 360-409; Exhibit SUW-10, Chapter 7 (Tuttle), p. 7-3 to 7-5; Exhibit ORA-
1, Chapter 4 (Menda), p. 4-28 to 4-32.

b. City, County, and State

ISSUE: SJWC requested authorization of $408,000 in 2015 (Project SUW012332),
$420,200 in 2016 (Project SJW10278), and $434,900 in 2017 (Project SJW10283)
for City, County, and State project related facility relocations. Specifically, these
annual budgets provide funding for facility relocations or improvements of SUWC
facilities performed in conjunction with Department of Public Works and Department
of Transportation projects undertaken by the city, county and state agencies per
franchise agreements. ORA does not oppose the need for these projects, but
recommends a budget amount based on the 5-year inflation adjusted average.
Based on this methodology ORA recommends budget amounts of $329,470 in 2015,
$339,354 in 2016, and $351,231 in 2017. In Rebuttal Testimony SJWC argued that
focal governmental agencies are increasing their infrastructure improvement and
replacement expenditures to offset lower infrastructure investment levels from the
post-2008 economic crisis.
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RESOLUTION: Parties agree to adopt budgets of $368,700 in 2015, $379,800 in
2016, and $393,100 in 2017. This settlement was arrived at through parties’

acknowledgement that the budgets should be in line with historical levels.

SJWC SJWC ORA
Issue Direct Rebuttal Report Difference Settlement
City, County,
and State
Facilities $1,263,100 | $1,263,100 | $1,020,055 $243,045 $1,141,600

(2015-2017)

REFERENCES: Exhibit SIW-02 (Jensen), WP 11-7, WP 11-8, and WP 11-9; Exhibit
SJW-10, Chapter 3 (Lambing), p. 3-4 to 3-5; Exhibit ORA-1, Chapter 4 (Menda), p. 4-

32 to 4-34.

¢. Pressure Monitors

ISSUE: SJWC requested authorization for $354,300 in 2015 (Project SJW012826),
$365,000 in 2016 (Project SJIW012827), and $377,800 in 2017 (Project SJW012828)
for the purchase and installation of pressure monitors throughout SUIWC’s service
area. This program will provide SJIWC more representative data than is currently
possible with existing Supervisory Control and Data Acquisition (SCADA) data,
pressure model, and field surveys. ORA does not oppose the need for these
projects, but recommends the program be delayed for one year based on the current
progress of the project.

RESOLUTION: Parties agree to delay the project for one year and remove the 2015
budgeted portion of the overall project (Project SJW012826). The 2016 (Project
SJW012827) and 2017 (Project SUW012828) components will remain in place.

SJWC SJWC ORA
Issue Direct Rebuttal Report Difference Settlement
Pressure
Monitors $1,097,100 $742.800 $742,800 $0 $742,800

(2015-2017)

REFERENCES: Exhibit SIW-03 (Lambing), p. 48 - 53; Exhibit ORA-1, Chapter 4
(Menda), p. 4-38 to 4-39.
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d. Services (2” and larger)

ISSUE: SJWC requested authorization for $20,400 in 2015 (Project SJW10304),
$21,000 in 2016 (Project SJW10191), and $21,700 in 2017 (Project SUW012828) for
the purchase and installation of new and replacement 2” and larger services. ORA
recommends that services 2” and larger be captured within the overall service

replacement budget, and that these specific 2" and larger budget items be

eliminated.

RESOLUTION: Parties agree to remove the 2” and larger service installations and
replacements and to capture these costs within the overall service replacement

budget.
SJWC SJWC ORA
Issue Direct Rebuttal Report Difference Settlement
Services — 2"
and larger $63,100 $0 $0 $0 $0

(2015-2017)

REFERENCES: Exhibit SJW-02 (Jensen), WP 11-7, WP 11-8, and WP 11-9; Exhibit

ORA-1, Chapter 4 (Menda), p. 4-39 to 4-42.

e. Meters

ISSUE: SJWC requested authorization for $1,114,200 in budget year 2015 for the
replacement of obsolete Sensus meters (Project SUW012608). ORA does not object
to the need for the project, but recommends that 17 of the meters proposed for
replacement be removed from the project budget. ORA argues that these specific
meters do not meet the replacement criterion. Based on the removal of these 17
meters ORA recommends a budget of $1,071,780. In Rebuttal Testimony SIWC
argued that the meters are not being removed because they do, or do not, meet the
standard replacement criterion, but rather because the meter manufacturer, Sensus
Technologies, is discontinuing the product. This includes phasing out the availability
of replacement parts. Further, SUWC noted that all of the meters in the program,
including the 17 specified in ORA’s report, had been replaced.

RESOLUTION: Parties agree to adopt SUIWC'’s position since the work has already
been completed and ORA has not challenged the reasonableness of the completed

work’s costs.
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SJWC SJWC ORA
Issue Direct Rebuttal Report Difference Settlement
Sensus Meter
Replacement | $1,114,200 | $1,114,200 | $1,071,780 $42,420 $1,114,200

(2015)

REFERENCES: Exhibit SUW-03 (Lambing), p. 45-47; Exhibit SUW-10, Chapter 3
(Lambing), p. 3-4 to 3-6; Exhibit ORA-1, Chapter 4 (Menda), p. 4-42 to 4-45.

f. Hydrants

ISSUE: SJWC is requesting $306,000, $315,200, and $326,200 in 2015-2017,
respectively to replace hydrants within the City of San Jose (SJW10225, SJW10280,
and SJW012483 for 2015-2017, respectively) and outside the City of San Jose
(SJW10273, SJW10192, and SJW012483 for 2015-2017, respectively). ORA did not
oppose the need for the projects, but adjusted the annual budgets based on the
company’s historical spending. ORA estimated annual budget amounts based on
inflation adjusted historical average spending on this budget item from 2010 through
2014. Based on this methodology ORA recommended annual budgets of $302,600,
$311,700, and $322,600 for 2015, 2016, and 2017, respectively.

RESOLUTION: Parties agree to ORA’s recommended budgets.

SJWC SJWC ORA
Issue Direct Rebuttal Report Difference Settlement
Hydrants $047,400 | $936,900 | $936.900 $0 $936,900

(2015-2017)

REFERENCES: Exhibit SIW-02 (Jensen), WP 11-7, WP 11-8, and WP 11-9; Exhibit

ORA-1, Chapter 4 (Menda), p. 4-45 to 4-46.

5. Equipment - Advanced Metering Infrastructure

ISSUE: SJWC proposed full scale implementation of Advanced Metering

Infrastructure (AMI) throughout the service area. SJWC's proposal consisted of both
a capital component and an expense component. The capital component of
$510,000 in 2016, $5,799,000 in 2017, and $2,401,000 in 2018 and the expense
component was $1,156,700 in 2016, $1,186,400 in 2017, and $1,168,700 in 2018.
ORA recommended that instead of authorizing a full-scale implementation SUWC
should conduct a study to quantify the net benefits of AMI. ORA recommended that
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SJWC should file a Tier Il Advice Letter requesting pilot study funding prior to

receiving any Commission approval for pilot study funding.

RESOLUTION: SJWC and ORA agree that SUIWC should perform a pilot study prior
to full scale AMI implementation. The pilot study will include two components, a
capital component and a expense component. The capital component will consist of
$225,000 in 2016 for high resolution meters and AMI technology. This capital
component will be offset by grant funding of $100,000 provided by the Santa Clara
Valley Water District, thus the amount to be included in utility plant in service is
$125,000. The expense component will consist of $250,000 amortized over the 3-
year GRC cycle ($83,333 per year in each of the years 2016-2018). This $250,000
will be used to hire an independent consultant to develop the structure for the pilot,
the methodology and data collection necessary for measuring and verifying the net
benefits resulting from the pilot, the methodology for estimating the net benefits of full
implementation, and the criteria that should be used to determine whether full
implementation is financially prudent. Upon completion of the pilot study parameters
SJWC and ORA staff will meet to discuss the planned pilot study, at which time ORA
will provide input and recommendations regarding the planned study. Subsequent to
this meeting, SUWC will file a Tier 1 Information Only Advice Letter outlining the
parameters of the pilot study. Upon completion of the pilot study, and if results of the
study justify, SUWC can file a separate Application seeking CPUC approval for full
AMI implementation. A study prepared by the independent consultant would be
included in any such Application.

SJWC SJWC ORA
Issue Direct Rebuttal Report Difference Settlement
AMI Capital
(2015-2017) $8,710,000 | $8,710,000 $0 $8,710,000 $125,000
AMIExpense | ¢s 544 800 | $3.511.800 $0 $3,511,800 | $225,000

(2016-2018)

REFERENCES: Exhibit SIW-03 (Lambing), p. 64-86; Exhibit SUW-10, Chapter 1
(Day), p. 1-1 to 1-5; Exhibit ORA-1, Chapter 4 (Menda), p. 4-47 to 4-51.

6. Vehicles

ISSUE: SJWC is requesting a total 3-year budget of $5,473,500 for the replacement
of vehicles that meet SUWC'’s vehicle replacement criteria, or that will meet the
criteria by the end of 2017. Consistent with the Commission’s vehicle replacement
policy, ORA’s analysis used a mileage threshold of 120,000 miles or a service life
threshold of eight years to determine the number of vehicles that should be replaced.

Based on this analysis ORA recommends a 3-year replacement budget of

$4,972,880. In Rebuttal Testimony SJIWC argued that the utility’s fleet is specialized
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for water utility operations, and cannot be characterized by generic standards related
to normal wear and tear, fuel economy, service intervals and how the vehicles are
utilized.

RESOLUTION: Parties agree to a 3-year replacement budget of $5,223,200 with
$1,165,300 in 2015, $2,168,900 in 2016, and $1,889,000 in 2017. Parties agree that
the proposed budgets are in line with the ORA'’s policy and the useful life of
specialized vehicles.

SJWC SJWC ORA
Issue Direct Rebuttal Report Difference Settlement

Vehicle
Replacement | $5,473,500 | $5,473,500 | $4,972,880 $500,620 $5,223,200
(2015-2017)

REFERENCES: Exhibit SJW-03 (Lambing), p. 37-42; Exhibit SUW-10, Chapter 3
(Lambing), p. 3-6 to 3-8; Exhibit ORA-1, Chapter 4 (Menda), p. 4-52 to 4-53.

B. BALANCING AND MEMORANDUM ACCOUNTS

a. Balancing and Memorandum Account Disbursement

ISSUE: In Testimony ORA recommended removal of an $878,024 Mandatory
Conservation Rate Adjustment Memorandum Account (MCRAMA) balance from the
2012 Balancing Account that had subsequently been recovered. ORA reduced their
estimated Balancing Account surcharge rate to reflect the removal of the MCRAMA
balance. In Rebuttal Testimony SJWC noted that the MCRAMA balance had been
removed from the 2013 Balancing Account after recovery of the $878,024 balance
was completed. Thus, when all Balancing Accounts are combined, the MCRAMA
balance had been removed.

RESOLUTION: Parties agree that the MCRAMA balance was appropriately
accounted for in SJIWC'’s calculations and that SUWC'’s proposed Balancing Account
and Memorandum Account recovery calculations should be adopted.

REFERENCES: Exhibit SJIW-01, Chapter 17 (Jensen), p. 17-2 to 17-3; Exhibit SJW-
10, Chapter 2 (Jensen), p. 2-9 to 2-11; Exhibit ORA-1, Chapter 10 (Keowen).

b. Preliminary Statement Update

ISSUE: In Testimony ORA recommended that SUWC should update its preliminary
statement to, among other items, remove the Research, Development and
Demonstration Memorandum Account and the Intervenor Compensation
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Memorandum Account. In Rebuttal Testimony SUWC argued that both accounts
were still necessary to track future expenses. SJWC further argued that SUIWC'’s
Pension Expense Balancing Account should be updated to reference the most
current applicable General Rate Case Decision.

RESOLUTION: Parties agree that the Research Development and Demonstration
Memorandum Account and the Intervenor Compensation Memorandum Account will
stay open and that SUIWC’s Pension Expense Balancing Account should be updated
to reference the most current applicable General Rate Case Decision. The continuing
status of these accounts will be reviewed in SUWC’s next GRC.

REFERENCES: Exhibit SUW-01, Chapter 17 (Jensen), p. 17-2 to 17-3; Exhibit Suw-
10, Chapter 2 (Jensen), p. 2-9 to 2-11; Exhibit ORA-1, Chapter 10 (Keowen).

lll. CONCLUSION

The Parties mutually believe that, based on the terms and conditions
stated above, this Settlement is reasonable in light of the whole record, is consistent
with the law, and is in the public interest.

Respectfully submitted,

OFFICE OF RATEPAYER SAN JOSE WATER COMPANY
ADVOCATES
/@) By: Q.ﬂ)(l-\/,/;/
4 \
Joseph omo — Acting Director Palle Jensen — Senior Vice President
of Regulatory Affairs

OFFICE OF RATEPAYER ADVOCATES
California Public Utilities Commission SAN JOSE WATER COMPANY
505 Van Ness Avenue 110 West Taylor Street
San Francisco, CA 94102 San Jose, CA 95110
E-mail: joc@cpuc.ca.gov ' E-mail: palle_jensen@sjwater.com

Dated: ___ July24 __, 2015 Dated: c}w(o'. LY 2015
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Exhibit COM-01

JOINT COMPARISON EXHIBIT
OF SAN JOSE WATER COMPANY AND
THE OFFICE OF RATEPAYER ADVOCATES IN
GENERAL RATE CASE APPLICATION 15-01-002

The San Jose Water Company (SJWC) and the Office of Ratepayer Advocates (ORA)
have prepared this Joint Comparison Exhibit as a reference for comparing both Parties
original positions as stated in testimony and current (final) positions based on the
proposed settlement. The Exhibit includes comparisons of Parties’ positions on:

Table 1: Test Year 2016 Summary of Earnings at Present and Proposed Rates
Table 2: Test Year 2016 Operating Revenues at Present and Proposed Rates
Table 3: Test Year 2016 Operating and Administrative Expenses

Table 4: Test Year 2016 Taxes at Proposed Rates

Table 5A-5C: Ultility Plant in Service — Budget Years 2015-2017

Table 6: Test Years 2016 and 2017 Ratebase

Table 7: Test Year 2016 Customer Forecasts and Sales Estimates

Table 8: Non-Revenue Requirement Issues

The column ORA Testimony reflects ORA’s position as provided in Exhibit O-1: Report
on the Results of Operations. The column ORA Final reflects ORA’s position with the
settlement items included. The column SJWC Application reflects the SIWC position as
submitted in exhibits accompanying the initial A.15-01-002 filing on January 5, 2015.
The column SJWC Update reflects the revised estimates as provided in the 45-Day
Update filing on February 19, 2015. And the column SJWC Final reflects SUWC'’s
position with all agreed upon and settled items between ORA and SJWC incorporated.

The column “Current Status” includes notes that designate the contested or resolved
status of each line item. Notes are as follows:

a. ORA accepted SUWC’s position/estimate as stated in Exhibits SIWC -1 and/or
SJWC-2.

b. SIWC accepted ORA’s position/estimate as stated in Exhibit O-01.

c. Parties agree on positions/estimating methodology for the line item - differences
are due to allocation of differing estimates of Total Labor Expense.

d. Parties agree on positions/estimating methodology for the line item - differences
are due to the effect of differing estimates of Total Revenue at Proposed Rates.

e. Issue settled as specified in Joint Settlement Agreement.

f. Issue remains contested and was addressed in evidentiary hearing.

The column “Reference” provides locations in the various Exhibits where Parties have
presented arguments on the individual items/issues. The reference nomenclature is
Exhibit, Chapter,Page,Section. For example “O-01,CH02,P02, §C2.a” refers to ORA
Exhibit O-01, Chapter 2, page 2, Section C.2.a.
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