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Settlement Agreement
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BEFORE THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF CALIFORNIA

In the Matter of the Application of

SAN GABRIEL VALLEY WATER COMPANY
(U337W) for Authority to Increase Rates Charged
for Water Service in its Fontana Water Company
- Division by $5,662,900 or 13.1% in July 2006,
$3,072,500 or 6.3% in July 2007; and by
$2,196,000 or 4.2% in July 2008.

Application 05-08-021
(Filed August 5, 2005)

Investigation 06-03-001
(Filed March 2, 2006)

Order Instituting Investigation on the
Commission’s Own Motion into the Rates,
Operations, Practices, Service, and Facilities of
San Gabriel Valley Water Company (U 337 W).

SETTLEMENT AGREEMENT

This Settlement Agreement (“Agreemeﬁt”) is entered into between the Division of
Ratepayer Advocates (“DRA”) and San Gabriel Valley Water Company (“San Gabriel”) as of
the date last entered in the signature block below for the purpose of concludingr the above
captioned proceeding. DRA and San Gabriel will be referred to collectively as “the Parties.”
The City of Fontana and the Fontana Unified School District, which have been the only other
- active parties in this proceeding, have authorized the Parties to state that they will not oppose
Commission approval of this Agreement.

The Parties hereby agree as follows:

A.  Whereas, Decision (“D.”) 07-04-046, as modified by D.08-06-024, identified
issues regarding San Gabriel’s disclosure of material facts relating to San Gabriel’s purchase of a
parcel of land from its affiliated company, Rosemead Properties, Inc.;

B. Whereas, D.08-06-024 vacated findings of fact regarding violation of Commission

rules and any penalty related thereto and granted a limited rehearing to consider whether San
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Gabriel violated Rule 1 by failing to disclose adequately, in its general rate case submittal,

information related to that affiliate transaction, and to consider appropriate penalties if violations
were found,

C.  Whereas, the Assigned Commissioner’s Scoping Memo and Ruling on a Limited
Rehearing of Rule 1 Issues, issued March 24, 2009, set the scope and schedule for submission of
prepared testimony and an evidentiary hearing on the issues as specified therein;

D.  Whereas, direct and rebuttal testimony was submitted on behalf of all the active
parties in May, 2009; and | |

E.  Whereas, all the active parties entered into settlement discussions during the weeks
preceding the evidentiary hearings set for June 29 and 30, 2009;

F.  Now, therefore, the Parties agree as follows and respectfully submit these
settlement terms for the Commission’s approval: -

1.  Allegations of Rule 1 Violations

a.  For purposes of seﬁleﬁent and without admitting any lack of merit, the
Division of Ratepayer Advocates (“DRA”) will not pursue its allegation of unlawful conduct and
agrees with San Gabriel Valley Water Company (“San Gabriel™) that this settlement agreement
does not constitute a finding of a violation of Rule 1 or an admission of liability by San Gabriel
in any regard.

b. DRA and San Gabriel agree that the $60,000 that San Gabriel
previously paid to the State of California pursuant to D.07-04-046 is not and shall not be
construed as a penalty or fine and was made subject to refund to San Gabriel by D.08-06-024.
Nonetheless, for purposes of settlement and without admitting any liability, San Gabriel hereby

waives its claim for refund.

2.  General Rate Case Disclosures

a.  In each general rate case (“GRC”) for either or both of San Gabriel’s
operating divisions, San Gabriel will identify and explain, in a clearly designated section or

chapter of an exhibit or prepared direct testimony, all contracts and transactions with and
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services provided to corporate affiliates involving utility employces or assets, ot resulting in
-costs included or proposed to be included in teventie requitement that have-occurred over a five-
‘year perind preceding the GRC test year oraré planned to ocour during the three-year GRC cyele
begifning with the test year and are known as of the date of the GRC filing.

b, For the same five<year period San Gabriel will -include all -s'apporﬁng

dosumentation, including & list of all such contracts and trafisactions, and accounting detail

necessary to- demonstrate that-any services provided by utihty officers.or: employees:to’ corporate
 affiliatésare rexmbuxsed at fully allocated costs.

c. Thzs agreement. shall not be construed to - riipair or enhancﬂ the:
diseovery rights of any party to any: proveeding before thie: Commission,

3. OIR09-04-012 and Standard Practice U-21-W.

a  Ban Gabriel will jmplemert all proceduies. and comply with all.
applicable rules adopted by the: Commission in OIR 09-04-012, which relates to, amonig other
matters, transactions between water utilities-and thefr affiliates. '

b.  "Until the Commission adopts water utility affiliate-transaction rles i
OIR 09-04-012; Sanr Gabriel will implement the. procedutes set forth in Rules 17 through 21 of
the ‘Divigion' of Witer and Audits” Standard Prachice U21W for “Nm—Tmffed Service
@ffms and Information On Affiliate Transactions,” dated: October, 2995 Nothing specified
in: Staridatd Practice U-21-W wilt ‘prevent any ‘patty

strenuous of fore lealent standard in the -pending OIR 09-04-01Z.0r a; fnmre GRC.

from -snpportmg ‘adoption. of 2 more

DIVISION OF RATEPAYER ADVOCATES ~ SAN GABRIEL VALLEY WATER COMPANY

[ —

Tt

Dated:,
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services provided to corporate affiliates involving utility employees or assets, or resulting in
costs included or proposed to be included in revenue requirement that have occurred over a five-
year period preceding the GRC test year or are planned to occur during the three-year GRC cvele

beginning with the test year and are known as of the date of the GRC filing.

b.  For the same five-year period San Gabriel will include all supporting
documentation, including a list of all such contracts and transactions, and accounting detail
necessary to demonstrate that any services provided by utility officers or emploveces to corporate

~ affiliates are reimbursed at Jully allocated costs.

¢.  This agreement shall not be construed w0 impair or enhance the

discovery righis of any party 1o any procecding before the Commission.

3. OIR 09-04-012 and Standard Practice U-21-W

a.  San Gabricl will implement all procedurcs and comply with all
applicable rules adopted by the Comimission in OIR 09-04-012. which relates to. among other

matters. transaciions between water utilities and their affiliates.

_ b.  Until the Commission adopts water utility affiliate transaction rules in
OIR 09-04-012, San Gabriel will implement the procedures set forth in Rules 17 through 21 of
the Division of Water and Audits’ Standard Practice U-21-W for “Non-Tariffed Service
Offerings and Information On Affiliate Transactions,” dated October, 2005. Nothing specified
in Standard Practice U-21-W will prevent any party from suppaorting adoption of a more

strenuous or more lenient standard in the pending QJR 09-04-012 or a future GRC.

DIVISION OF RATEPAYER ADVOCATES SAN GABRIEL VALLEY WATER COMPANY

o Ny
: St DY)

Is: e e _ Its: P RES I PENT
Dated: ___ N | Dated: _b/ ”/ {'7 i

(END OF ATTACHMENT A)
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ATTACHMENT B

Standard Practice U-21-W

Rules 17 through 21
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CALIFORNIA PUBLIC UTILITIES COMMISSION

Water Division

NON-TARIFFED SERVICE OFFERINGS AND INFORMATION
ON AFFILIATE TRANSACTIONS

Standard Practice U-21-W

San Francisco, California
October 2005

Rule 17. Transfer Of Tungible Assets and Goods from Water utility. Any transfer without monetary
consideration of a tangible asset or good from Water Utility to any affiliated company shall be priced at
cost or fair market value, whichever is higher, if the asset or goods are currently, or were at any time,
included in Water Utility's rate base, including (a) any asset or goods booked to plant held for future use
that is currently, or was at any time, included in Water Utility's rate base or (b) any asset or goods to
~which Water Utility's ratepayers have contributed any carrying cost. Any gain resulting from the transfer
of any such asset or goods shall be allocated in accordance with applicable provisions of the Public
Utilities Code, applicable law and consistent with policies of the Commission.

Rule 18. Water Utility shall develop a verifiable and independent appraisal of fair market value for any
tangible asset or good that is transferred to any affiliate under Rule 17. The Commission's staff shall have
access to all supporting documents used in the development of the fair market value.

Rule 19. Transfer Of Intangible Assets and Goods from Water Utility. Any transfer without monetary
consideration of any intangible asset or goods from Water Utility to any affiliated company shall be
priced at cost or fair market value, whichever is higher, if the asset or goods are currently, or were at any
time, included in Water utility's rate base, including (&) any asset or goods booked to plant held for future
use that is currently, or was at any time, included in Water utility's rate base or (b) any asset or goods to
which Water Utility's ratepayers have contributed any carrying cost. "Intangible assets and goods" shall
mean all intellectual property (whether such property constitutes patents, trademarks, service marks,
copyrights, or any intellectual property).

Rule 20. Water utility shall develop a verifiable and independent appraisal of fair market value for any
intangible asset or goods that are transferred to any affiliated company under Rule 19 above. The
Commission's staff will have access to all supporting documents used in the development of the fair
market value. If sufficient support for the appraisal of fair market value does not exist to the reasonable
satisfaction of the Commission's staff, Water Utility shall hire an independent consultant acceptable to the
Commissjon staff to reappraise the fair market value for any such intangible asset or goods. The fair
market value may be a single price, a royalty on the intangible asset or good, or a combination.

Rule 21. Transfers Of Tangible and Intangible Assets and Goods to Water Ulility. Any transfer of any
tangibie or intangible asset or good to Water Utility from any affiliated company or its holding companies
shall be in compliance with the applicable provisions of the statutes, law and consistent Commission
policies. Unless in conflict with the statutes, law and consistent Commission policies, such asset or goods
transferred from an affiliated sister company or its holding companies to Water Utility shall be at fair
market value. Water Utility may seek prior authorization from the Commission, however, by filing an
application or advice letter for a determination of the appropriate value of an asset or good.

(END OF ATTACHMENT B)
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Kendall H. Macvey, Esq.

BEST, BEST & KRIEGER, LLP

3750 UNIVERSITY AVENUE, SUITE 300
RIVERSIDE CA 92501-1028

(951) 686-1450
kendall.macVey@bbklaw.com

For: City of Fontana

James C. Allen

ENDEMAN LINCOLN TUREK & HEATER LLP
600 B STREET, SUITE 2400

SAN DIEGO CA 92101

(619) 544-0123

jallen@elthlaw.com

For: Fontana Unified School District

Marvin T. Sawyer

District Counsel

FONTANA UNIFIED SCHOOL DISTRICT
9680 CITRUS AVENUE, BLDG. NO. 4
FONTANA CA 92376

(909) 357-5000 X7222

sawymt@fusd.net

For: Fontana Unified School District

Matt Miley

Legal Division

RM. 4107

505 VAN NESS AVE

San Francisco CA 94102 3298
(415) 703-3066
mm2(@cpuc.ca.gov

For: DRA

Martin A. Mattes

Attorney At Law

NOSSAMAN, LLC

50 CALIFORNIA STREET, 34TH FLOOR
SAN FRANCISCO CA 94111-4799

(415) 398-3600

mmattes@nossaman.com

For: San Gabriel Valley Water Company

Timothy J. Ryan

General Counsel

SAN GABRIEL VALLEY WATER COMPANY
11142 GARVEY AVENUE, PO BOX 6010

EL MONTE CA 91734

(626) 448-6183

tjryan@sgvwater.com

For: San Gabriel Valley Water Company
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Raymond A. Charvez

Division of Ratepayer Advocates
AREA 3-B

505 VAN NESS AVE

San Francisco CA 94102 3298
(415) 703-1654
rac@cpuc.ca.gov

Fred L. Curry 5

Division of Water and Audits
RM. 3106

505 VAN NESS AVE

San Francisco CA 94102 3298
(415) 703-1739
flc@cpuc.ca.gov

Michael J. Galvin

Administrative Law Judge Division
RM. 5015

505 VAN NESS AVE

San Francisco CA 94102 3298
(415) 703-2377

mfg@cpuc.ca.gov

Kayode Kajopaiye

Division of Water and Audits
AREA 4-A

505 VAN NESS AVE

San Francisco CA 94102 3298
(415) 703-2279
kok@cpuc.ca.gov

Joseph Loo

Division of Water and Audits
AREA 3-B

505 VAN NESS AVE

San Francisco CA 94102 3298
(415) 703-2224
jll@cpuc.ca.gov

James Petersen

OFFICE OF SENATOR FEINSTEIN
750 B STREET, SUITE 1030

SAN DIEGO CA 92101
james_peterson@feinstein.senate.gov

Jason J. Zeller

Legal Division

RM. 5030

505 VAN NESS AVE

San Francisco CA 94102 3298
(415) 703-4673

jiz@cpuc.ca.gov
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Cheryl Anaya

6580 OLEANDER AVENUE
FONTANA CA 92336

(909) 829-0624

For: self

Charles Bader

1050 HILL CREST DR.
POMONA CA 91768
(909) 623-6020
cbader340@aol.com

Dennis R. Poulsen

CALIFORNIA STEEL INDUSTRIES, INC.
14000 SAN BERNARDINO AVENUE
FONTANA CA 92335

(909) 350-5973
dpoulsen@californiasteel.com

For: California Steel Industries, Inc.

Robert A. Owen

LAW OFFICES OF ROBERT A. OWEN
6590 HAWARDEN DR

RIVERSIDE CA 92506-5108

(909) 890-9027

bowen@raolaw.com

For: City of Rialto

Susan M. Trager

LAW OFFICES OF SUSAN M. TRAGER
SUITE 120

19712 MACARTHUR BLVD.

IRVINE CA 92612

(949) 752-8971

smt@tragerlaw.com

Randall W. Keen

Attorney At Law

MANATT PHELPS & PHILLIPS, LLP
11355 WEST OLYMPIC BLVD.

LOS ANGELES CA 90064

(310) 312-4361

rkeen@manatt.com

James Peterson

Regional Director

OFFICE OF SENATOR DIANE FEINSTEIN
750 B STREET, SUITE 1030

SAN DIEGO CA 92101

(619) 321-9712
james_peterson@feinstein.senate.gov

For: Senator Diane Feinstein

Scott A. Sommer
PILLSBURY,WINTHROP,SHAW,PITTMAN, LLP
50 FREMONT STREET

SAN FRANCISCO CA 94105

(415) 983-1813

scott.sommer@pillsburylaw.com

Paul Larocco
PRESS-ENTERPRISE

1650 S.E.ST.

SAN BERNARDINO CA 92408
plarocco@pe.com

Daniel A. Dell'Osa

Dir., Rate And Revenue

SAN GABRIEL VALLEY WATER COMPANY
11142 GARVEY AVE., PO BOX 6010

EL MONTE CA 91734

(626) 448-6183

dadellosa@sgvwater.com

Robert Finkelstein

Legal Director

THE UTILITY REFORM NETWORK

711 VAN NESS AVE., SUITE 350

SAN FRANCISCO CA 94102

(415) 929-8876 X-307
bfinkelstein@turn.org

For: THE UTILITY REFORM NETWORK
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