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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 SUPPLEMENTAL 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 STWC, the
“Settling Parties”) hereby respectfully move that the Commission approve the Supplemental
Settlement Agreement Between the Office of Ratepayer Advocates and San Jose Water
Company (the “Supplemental Settlement Agreement”) that was entered into and executed by
the Settling Parties on August 12, 2015, for the purpose of resolving a contested issue related
to labor expense presented in the above-captioned proceeding.! The Supplemental Settlement

Agreement is appended hereto as Appendix A. Consistent with Rule 12.1, this Motion is

submitted after the prehearing conference, held on February 27, 2015. However, this Motion

' A group of six mutual water companies taking service from STWC in its Mountain District (the
“Mutuals™) also participated as a party to this proceeding. The Mutuals participated in the formally
noticed settlement conference, held on May 26, 2015, but are not a signatory to this Settlement
Agreement.
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is submitted more than 30 days after the last day of evidentiary hearings in this proceeding,

and so is accompanied by a Motion for Leave to File this Motion at this time.

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,
SIJWC 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. SJWC served rebuttal testimony responding to both
ORA and the Mutuals on May 7, 2015.

SJWC, 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. The Settling Parties ultimately resolved certain issues of concern to ORA,
which were reduced to writing in the form of a settlement agreement submitted for
Commission approval on July 24, 2015.

Contemporaneous with the current GRC proceedings, STWC pursued its

application for rehearing of D.14-08-006, the Commission decision that resolved the
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company’s Test Year 2013 GRC, A.12-01-003.> On March 27, 2015, the Commission issued
D.15-03-048, which granted limited rehearing of one issue decided in D.14-08-006,
concerning the treatment of labor expense related to non-tariffed products and services
(“NTP&S”). On April 24, 2015, SJWC filed and served its response to questions posed in
Ordering Paragraph 2 of D.15-03-048, as directed by that decision.

On May 18, 2015, the assigned Administrative Law Judge (“ALJ”) Seancen M.
Wilson held a prehearing conference (“PHC”) in A.12-01-003, which ORA and SJTWC
attended. On June 19, 2015, the Commission issued an Assigned Commissioner’s Scoping
Memo and Ruling on Rehearing in A.12-01-003, setting forth a procedural schedule and
addressing the scope of rehearing. The Settling Parties had previously commenced settlement
discussions on the issue of NTP&S-related labor expense and continued those discussions
along with the exchange of settlement documents through August 12, 2015. The Settling
Parties ultimately resolved the issue of NTP&S-related labor expense in both proceedings by
agreeing to ORA’s proposed disallowance while not agreeing to a methodology for allocating
such costs, and reduced their agreement to writing for purposes of this proceeding in the form
of this Supplemental Settlement Agreement.

The Mutuals did not participate in settlement discussions on the topic of NTP&S.

Thus, the Supplemental Settlement Agreement is not presented as an all-party settlement.

B. The Supplemental Settlement Agreement

The Supplemental Settlement Agreement resolves the issue of the extent to which
NTP&S-related labor expense should be excluded from revenue requirement for purposes of

setting rates for Test Year 2016. The appropriate allowance for labor related to NTP&S

2 SJWC filed its Application for Rehearing of D.14-03-048 on September 15, 2014.

3
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activities was the only matter for which limited rehearing of D.14-08-006 was granted by the
Commission in D.15-03-048 and was also contested in A.15-01-002. The Supplemental
Settlement Agreement describes how the Settling Parties resolved this issue in the context of
the present GRC and includes a revised comparison exhibit that reflects the effect of such

resolution on relevant components of revenue requirement.

C. Burden of Proof

Rule 12.1(d) of the Commission’s Rules r?quires 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 Supplemental Settlement Agreement meets that standard.

The Settling Parties met and discussed the contested issue in good faith, negotiated
in defense of their respective positions, and considered proposals to resolve the issue. This
process led to the terms of the Supplemental Settlement Agreement, which the Settling Parties
believe represent appropriate compromises of the positions of the Settling Parties.
Accordingly, the Settling Parties respectfully submit that the Supplemental 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 at least seven days’ notice and opportunity to all parties to participate, for the
purpose of discussing settlements in the proceeding. On May 15, 2015, counsel for ORA
notified all parties on the 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 May 26, 2015.

Representatives of all parties participated in the settlement conference. On the date of this
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filing, the Settling Parties completed the execution of the Supplemental 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, is not a
signatory to the Supplemental Settlement Agreement. However, as the Mutuals did not
express concern over the issue resolved by this Supplemental Settlement Agreement, the
Settling Parties are hopeful that the Mutuals will not contest it.

Even assuming that the Mutuals file comments on the Supplemental 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 Supplemental Settlement Agreement, the Settling Parties are

fully prepared and willing to do so.

F. Conclusion

As demonstrated above, the Supplemental 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 Supplemental Settlement
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Agreement as attached hereto as Appendix 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
John Reynolds Mari R. Lane
By _ /s/ Allison Brown By: _ /s/ Martin A. Mattes
Allison Brown Martin A. Mattes
California Public Utilities Commission 50 California Street, 34™ Floor
505 Van Ness Avenue San Francisco, CA 94111-4799
San Francisco, CA 94102 Tel: (415)398-3600
Tel.: (415) 703-5462 Fax: (415)398-2438
Fax: (415) 703-2262 E-mail: mmattes@nossaman.com

E-mail: allison.brown@cpuc.ca.gov
Attorneys for Applicant, SAN JOSE

Attorney for OFFICE OF WATER COMPANY
RATEPAYER ADVOCATES

August 13, 2015
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APPENDIX A

Supplemental Settlement Agreement
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APPENDIX A

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.

SUPPLEMENTAL SETTLEMENT AGREEMENT
BETWEEN THE OFFICE OF RATEPAYER
ADVOCATES AND SAN JOSE WATER COMPANY
REGARDING NTP&S-RELATED LABOR EXPENSE
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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.

SUPPLEMENTAL SETTLEMENT AGREEMENT
BETWEEN THE OFFICE OF RATEPAYER
ADVOCATES AND SAN JOSE WATER COMPANY
REGARDING NTP&S-RELATED LABOR EXPENSE

. 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 Supplemental Settlement
Agreement, which they now submit for review, consideration, and approval by
Administrative Law Judge S. Pat Tsen and the Commission. This Supplemental
Settlement Agreement addresses a single issue — the appropriate ratemaking
treatment of labor expense related to non-tariffed products and services (“NTP&S”).

2. The specific issue that the Settling Parties agree to resolve through this
Supplemental Settlement Agreement is fully addressed in Section Il below. Section Il
describes the positions of the Settling Parties and the resolution provided by the
Supplemental Settlement Agreement.

3. Because this Supplemental Settlement Agreement represents a compromise of
the Settling Parties’ positions with respect to the issue addressed herein, the Settling
Parties have agreed upon the resolution of the issue addressed in the Supplemental
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 Supplemental Settlement Agreement by the Commission should
not be construed as a precedent or statement of policy of any kind for or against any
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Party in any current or future proceeding with respect to any issue addressed in the
Supplemental Settlement Agreement.

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

5. This Supplemental 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 Supplemental Settlement Agreement. Accordingly, the
Supplemental Settlement Agreement is not presented as an all-party settlement.

6. The Settling Parties agree that no signatory to the Supplemental 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 Supplemental 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 Supplemental 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.

' The six mutual water companies are Big Redwood Park Mutual Water Company, Brush &
Old Well Rd Mutual Water Co., Mountain Summit Mutual Water Co., Oakmont Mutual Water
Co., Ridge Mutual Water Co., and Villa Del Monte Mutual Water Co.
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Il TOPIC RESOLVED BY SUPPLEMENTAL SETTLEMENT AGREEMENT:
LABOR EXPENSE RELATED TO NON-TARIFFED PRODUCTS AND
SERVICES

In D.15-03-048 the CPUC granted limited rehearing of D.14-08-006 to
determine whether labor costs associated with providing NTP&S were related to
excess or unused capacity or whether this labor is needed for regulated operations.
On August 13, 2015, Parties to that rehearing filed a Joint Supplemental Settlement
Agreement that included the following dispositive paragraph:

“Although Parties agree that, as stated in D.15-03-048, ‘only incremental
costs associated with NTP&S are allocated fo shareholders’, ORA and
SJWC have been unable to agree on the methodology to calculate the
incremental labor related to NTP&S activities. For the purposes of this
settlement parties agree that the annual amount of $286,000 represents
a reasonable estimate of the amount of incremental NTP&S labor that
should be credited to Test Year 2013 Total Payroll expense forecasts.
As this credit amount is consistent with ORA’s original estimate, as
originally adopted in D.14-08-006, no change to currently authorized
revenue requirement is necessary. This settlement is not considered
precedential and both SUWC and ORA maintain the right to recommend
alternative estimating methodologies in future General Rate Cases.”

Similar issues related to the classification of labor related to the provision
of non-tariffed products and services are also contentious items in the present
general rate case proceeding, A.15-01-002. Although Parties agree that, as stated in
D.15-03-048, “only incremental costs associated with NTP&S are allocated to
shareholders”, ORA and SJWC have been unable to agree on an appropriate
methodology to calculate the incremental labor related to NTP&S activities. For the
purposes of this settlement, parties agree that the annual amount of $442,400, which
was ORA’s proposed disallowance of NTP&S-related labor expense, represents a
reasonable estimate of the amount of incremental NTP&S labor that should be
credited to Test Year 2016 Total Payroll expense forecasts. This credit will result in
reductions to many of the “SJWC Final” values as shown in Tables 1, 2, and 3 of the
Detailed Joint Comparison Exhibit submitted as Exhibit COM-01 with the Settlement
Agreement Between the Office of Ratepayer Advocates and San Jose Water
Company on Issues Presented in General Rate Case Application (filed July 24,
2015). A Revised Exhibit COM-01 is included as an attachment to this Supplemental
Settlement Agreement.

This settlement is not considered precedential and both SJIWC and ORA
maintain the right to recommend alternative estimating methodologies in future
General Rate Cases.
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Hl. CONCLUSION

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

OFFICE OF RATEPAYER SAN JOSE WATER COMPANY
ADVOCATES 7
By NoA By - AN
\V 74 ]
Jogephy/P. Como — Acting Director James P, Ly-ngr%; hief Financial

Officer and Treasurer

California Public Utilities Commission

505 Van Ness Avenue 110 West Taylor Street

San Francisco, CA 94102 ‘ San Jose, CA 95110

E-mail: joc@cpuc.ca.gov E-mail: james_lynch@sjwater.com
Dated: August i , 2015 Dated: August ‘% , 2015
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SAN JOSE WATER COMPANY
(U-168-W)

GENERAL RATE CASE
A.15-01-002

EXHIBIT COM-01 (REVISED)

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




Exhibit COM-01 (Revised)

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: Utility 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 SJWC 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 SJWC's position/estimate as stated in Exhibits SUWC -1 and/or SIWC-2.
b. SJWC 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.

The Revised Exhibit COM-1 reflects the supplemental settlement's effect on the “SJWC Final”
number for Total Labor Expense (Table 3, Line 44) and the dollar and % differences between
SJWC and ORA on the same line, as well as smaller effects on those same columns for line
items including allocated labor expense.
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