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WP 15-4

Tiered Rate Bill Comparison Residential 3/4-Inch Meter
Usage Current Rates Proposed Rates
(ccf) AL 405-A 2010 Increase Increase

5 $26.35 $28.37 7.67% $2.02
10 $37.44 $40.44 8.01% $3.00

Average: 15 $48.98 $52.99 8.19% $4.01
20 $61.17 $66.27 8.34% $5.10
30 $85.57 $92.83 8.48% $7.26
50 $134.35 $145.94 8.63% $11.59
100 $256.32 $278.74 8.75% $22.42

Tiered Rate Bill Comparison Residential 3/4-Inch Meter
Usage Proposed Rates Proposed Rates
(ccf) 2010 2011 Increase Increase

5 $28.37 $29.35 3.45% $0.98
10 $40.44 $41.64 2.97% $1.20

Average: 15 $52.99 $54.41 2.68% $1.42
20 $66.27 $67.92 2.49% $1.65
30 $92.83 $94.94 2.27% $2.11
50 $145.94 $148.97 2.08% $3.03
100 $278.74 $284.06 1.91% $5.32

Tiered Rate Bill Comparison Residential 3/4-Inch Meter
Usage Proposed Rates Proposed Rates
(ccf) 2011 2012 Increase Increase

5 $29.35 $30.79 4.91% $1.44
10 $41.64 $43.79 5.16% $2.15

Average: 15 $54.41 $57.32 5.35% $2.91
20 $67.92 $71.62 5.45% $3.70
30 $94.94 $100.22 5.56% $5.28
50 $148.97 $157.43 5.68% $8.46
100 $284.06 $300.45 5.77% $16.39
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SAN JOSE WATER COMPANY (U-168-W) 

PROPOSED RATES 

Schedule No. 1 
GENERAL METERED SERVICE

APPLICABILITY
   Applicable to general metered water service. 

TERRITORY
 Portions of Cupertino, San Jose, and Santa Clara, and in Campbell, Los Gatos, Monte 

Sereno, and Saratoga and in contiguous territory in the County of Santa Clara. 

RATES
   Quantity Rate Per 100 cu. ft. (Ccf):    2010

Residential Customers with 5/8 x 3/4-inch, 3/4 –inch or 1-inch meter  

For Total Monthly Usage from 0 to 13 Ccf. $2.440
For Total Monthly Usage over 13 Ccf. $2.684

Residential Customers with 1 ½-inch or 2-inch meter   

For Total Monthly Usage from 0 to 26 Ccf. $2.440
For Total Monthly Usage over 26 Ccf. $2.684  
All Other Customers  

Other Customers 

For all water delivered, per 100 cu. ft. $2.5223

   Service Charges: Per Meter Per Month 

For          3/4-inch meter  . . . . . . . . . . . . . . . . .   $16.31  
For             1-inch meter  . . . . . . . . . . . . . . . . .   $27.18  
For       1-1/2-inch meter  . . . . . . . . . . . . . . . . .  $54.37  
For             2-inch meter  . . . . . . . . . . . . . . . . .   $86.99  
For             3-inch meter  . . . . . . . . . . . . . . . . . $163.11  
For             4-inch meter  . . . . . . . . . . . . . . . . . $271.84  
For             6-inch meter  . . . . . . . . . . . . . . . . . $543.69  
For             8-inch meter  . . . . . . . . . . . . . . . . . $869.90  
For           10-inch meter  . . . . . . . . . . . . . . .   $1250.48 

The Service Charge is a readiness-to-serve charge which is applicable to all metered 
service and to which is added the charge for water used computed at the Quantity Rates. 

SPECIAL CONDITIONS 
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1. To repay the over-collection of the Balancing Account, a surcredit of $0.0278 per 100 cu. 
Ft. is to be calaculated based on the Quantity Rate shown above for a 12-month period 
beginning with the effective date of this tariff. 

(No Other Changes Proposed) 

A.09-01-009  ALJ/MFG/hkr

5



`Page 3 of 7 

SAN JOSE WATER COMPANY (U-168-W) 

PROPOSED RATES 

Schedule No. 1B 
GENERAL METERED SERVICE WITH

AUTOMATIC FIRE SPRINKLER SYSTEM

APPLICABILITY
Applicable to all detached single family structures whose automatic fire sprinkler system 
is served through the meter providing residential water service. 

TERRITORY

Portions of Cupertino, San Jose, and Santa Clara, and in Campbell, Los Gatos, Monte 
Sereno, and Saratoga and in contiguous territory in the County of Santa Clara. 

RATES
  2010
 Quantity Rate: 

Per 100 cu. Ft $ 2.5223  

Service Charges: Per Meter Per Month 
For            3/4-inch meter $ 16.31  
For               1-inch meter $ 27.18 
For         1-1/2-inch meter $ 54.37 
For               2-inch meter $ 86.99  

 Upsize Charges: 
For   1/4-inch meter upsize $1.39  
For   1/2-inch meter upsize $2.77  
For   3/4-inch meter upsize $4.16
For      1-inch meter upsize $5.55

SPECIAL CONDITIONS 

1. To repay the over-collection of the Balancing Account, a surcredit of $0.0278 per 100 cu. 
Ft. is to be calaculated based on the Quantity Rate shown above for a 12-month period 
beginning with the effective date of this tariff. 

(No Other Changes Proposed) 
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Proposed tariffs PD

AN JOSE WATER COMPANY (U-168-W) 
PROPOSED RATES 

Schedule No. 1C 
GENERAL METERED SERVICE

Mountain District

APPLICABILITY
   Applicable to general metered water service. 

TERRITORY
 Portions of Los Gatos and in contiguous territory in the County of Santa Clara. 

RATES
   Quantity Rate Per 100 cu. ft. (Ccf):    2010

Oversue Rates beyond 500 gallons per day limit 

For Total Monthly Usage from 0 to 13 Ccf. $2.440
For Total Monthly Usage from 13 to 20 Ccf. $2.684 
For Total Monthly Usage over 20 Ccf. $7.000

   Service Charges: Per Meter Per Month 

For          3/4-inch meter  . . . . . . . . . . . . . . . . .   $16.31  
For             1-inch meter  . . . . . . . . . . . . . . . . .   $27.18  
For       1-1/2-inch meter  . . . . . . . . . . . . . . . . .  $54.37  
For             2-inch meter  . . . . . . . . . . . . . . . . .   $86.99  
For             3-inch meter  . . . . . . . . . . . . . . . . . $163.11  
For             4-inch meter  . . . . . . . . . . . . . . . . . $271.84  
For             6-inch meter  . . . . . . . . . . . . . . . . . $543.69  
For             8-inch meter  . . . . . . . . . . . . . . . . . $869.90  
For           10-inch meter  . . . . . . . . . . . . . . .   $1250.48 

The Service Charge is a readiness-to-serve charge which is applicable to all metered service and to 
which is added the charge for water used computed at the Quantity Rates. 

SPECIAL CONDITIONS 

1. An Elevation Charge of $0.7632 per Ccf. is to be added to the Quantity Rate. 

2. It is the Company's intent to provide service to all its customers to the full extent of its capacity to 
serve, except that in the event that there is a substantial risk to the Company's ability to maintain 
service to customers in the Mountain District, the Company, at its sole discretion, may temporarily 
interrupt or reduce service to such customers.   

   
 Such interruption or reduction of service may occur when (1) customer consumption, or (2) 

significant electrical, mechanical or supply issues challenge the Company’s ability to meet demand  
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Proposed tariffs PD

 for service.  Should service be interrupted, the Company shall give timely priority to remedies that 
are within its control to alleviate the need for the interruption of service.  The Company will inform 
customers of planned improvements to its facilities serving the Mountain District through its annual 
system status report to Redwood Estates Services Association.   

 When service is interrupted, the Company agrees to promptly notify the interrupted customer’s 
designated representative (one per mutual water company).  Such notification shall be provided by 
telephone or by a reasonable alternative method specified by the customer and acceptable to the 
Company.  It is the customer’s responsibility to provide the Company, in writing, the name and 
contact information for its designated representative, to update that information, in writing when 
appropriate, and to ensure that any designated representative shall maintain an active answering 
system and e-mail address capable of receiving and recording service interruption information. 

3. Each of the seven Mutual Water Companies served by San Jose Water Company in the Mountain 
District shall be charged one Service Charge, based on a ¾-inch meter, per customer individually 
served by the Mutual Water Company.  San Jose Water Company shall provide each of the Mutual 
Water Companies one usage allocation per customer, individually served by the mutual as described 
under Quantity Rates per Ccf. above.  Thus, each Mutual Water Company will be charged at the first 
tier Quantity Rate for usage up to 13 Ccf times the number of Service Charges it pays (Usage 
Amount A), will be charged at the second tier Quantity Rate for usage in excess of Usage Amount A 
and up to 20 Ccf times the number of Service Charges it pays (Usage Amount B), and will be 
charged at the third tier Quantity Rate for usage in excess of Usage Amount B.  

4. To repay the over-collection of the Balancing Account, a surcredit of $0.0278 per 100 cu. Ft. is to be 
calaculated based on the Quantity Rate shown above for a 12-month period beginning with the 
effective date of this tariff. 

(No Other Changes Proposed) 
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SAN JOSE WATER COMPANY (U-168-W) 
PROPOSED RATES 

Schedule No. 4 
PRIVATE FIRE SERVICE

APPLICABILITY
   Applicable to all water service furnished to privately owned fire protection systems. 

TERRITORY
 Portions of Cupertino, San Jose, and Santa Clara, and in Campbell, Los Gatos, Monte Sereno, and 

Saratoga and in contiguous territory in the County of Santa Clara. 

RATES
   Per Service Connection per Month    2010

   Service Charges: Per Meter Per Month 

For each     2-inch service    . . . . . . . . . . . . . . . . 20.48 
For each     3-inch service  . . . . . . . . . . . . . . . . . 30.72  
For each     4-inch service  . . . . . . . . . . . . . . . . . 40.96  
For each     6-inch service  . . . . . . . . . . . . . . . . .  61.45  
For each     8-inch service  . . . . . . . . . . . . . . . . .  81.92  
For each    10-inch service  . . . . . . . . . . . . . .  .  102.40 
For each    12-inch service  . . . . . . . . . . . . . .  .  122.88 

SPECIAL CONDITIONS 

1. To repay the over-collection of the Balancing Account, a surcredit of $0.0278 per 100 cu. Ft. is to be 
calaculated based on the Quantity Rate shown above for a 12-month period beginning with the 
effective date of this tariff. 

(No Other Changes Proposed) 
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SAN JOSE WATER COMPANY (U-168-W) 

PROPOSED RATES 

Schedule No. RW 
RAW WATER SERVICE

APPLICABILITY

Applicable to all raw water metered service. 

TERRITORY

Portions of Cupertino, San Jose, and Santa Clara, and in Campbell, Los Gatos, Monte Sereno, and 
Saratoga and in contiguous territory in the County of Santa Clara. 

RATES
   Quantity Rate:                                               2010

Per 100 cu. ft.. . . . . . . . . $2.2927

   Service Charges: Per Meter Per Month 

For 5/8 x 3/4-inch meter  . . . . . . . . . . . . . . . . .  $16.31   
For          3/4-inch meter  . . . . . . . . . . . . . . . . . 16.31  
For             1-inch meter  . . . . . . . . . . . . . . . . .  27.18  
For       1-1/2-inch meter  . . . . . . . . . . . . . . . . . 54.37  
For             2-inch meter  . . . . . . . . . . . . . . . . .  86.99  
For             3-inch meter  . . . . . . . . . . . . . . . . .  163.11  
For             4-inch meter  . . . . . . . . . . . . . . . . .  271.84  
For             6-inch meter  . . . . . . . . . . . . . . . . .  543.69  
For             8-inch meter  . . . . . . . . . . . . . . . . .  869.90  
For           10-inch meter  . . . . . . . . . . . . . . .  .  1250.48 

SPECIAL CONDITIONS 

(No Changes Proposed) 

                                                                   (END OF APPENDIX A)
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BEFORE THE PUBLIC UTILITIES COMMISSION
OF'THE STATE OF CALIFORNIA

ln the Matter of the Application of SAN JOSE
WATER COMPANY (tJ 168 W) for an Order
authorizing it to increase rates charged for water
service by $36,207,000 or 18.44% in2010;by

Application 09-01-009

@iled January 21,2009)

JOINT SETTLEMENT

OF' TIIE DIYISION OF RATEPAYER ADVOCATES

AND SA¡{ JOSE WATER COMPANY

ADDRESSING REVENUE RT,OUIREMENT ISSUES

$15,171,000 or 6.52%our207l; andby
$19,899,000 or 8.70o/o in2012.



1.1

JOINT SETTLEMENT

LO INTRODUCTION

This Settlement is entered into as ofthe date listed below, by and between San Jose

Water Company (SJWC) and the Division of Ratepayer Advocates (DRA) of the

Califomia Public Utilities Commission (Commission) (collectively, the Parties). This

Settlement resolves some, but not all, of the issues raised by DRA conceming SJWC's

general rate increase request.

On Jan:uary 21,2009, SJWC filed Application 09-01-009, seeking authorìzation to

increase rates charged for water servìce throughout its service territory by $36,207,000 or

18.44% Ln2010, by $15,171,000 or 6.52%o in 2011, and by $19,899,000 o¡ 8.10% in

2012. DRA protested SJWC's Application.

DRA conducted an independent review of SJWC's Application, supporting testimony

and work papers. As part of this review, written discovery was exchanged and freld tows

were held. Upon conclusion of its review, on May 15, 2009, DRA submitted its Report

on the Results of Operations of SJWC. DRA's testimony indicated particular areas of

disagreement with SJWC's Application and rate request. SJWC served its Rebuttal

testimony on Jun e 3, 2009. This Settlement Agreement generally addresses the issues in

the same order as they were presented in DRA's Report.

Begiruring with a settlement conference on June 5,2009, and including two days of
mediation sessions facilitated by Administ¡¿tive Law Judge Janet Econome on June 9,

2009 through June 10,2009, the Parties met to discuss the areas of disagreement with

SJWC's Application. As a result of such discussions and negotiations, the Parties

resolved certain issues in the manner set forth in greater detail below. Appendix A to this

Settlement is a Comparison Exhibit, which shows a summary of eamings comparison

reflecting SJWC's requests, DRA's positions, and the modification of their respective

positions based on the Settlement results. This comparison exhibit demonstrates the

r.2

1.3

1.4



1.6

impact of the Settlement in relation to SJWC's application and DRA's contested issues,

as required by Rule 51.1(c) of the Commission's Rules of Practice and Procedure.

Several importaat issues presented by SJWC's application and DRA's report were not

resolved by the Settlement. Those umesolved issues were addressed at the evidentiary

hearings held June 17 , 2009 - June 19, 2009, on July 27, 2009 a¡d also in the Parties'

briefs.

This Settlement resolves most ofthe previously contested issues in this proceeding and

provides benefits to SJWC's customers. The Parties believe that this Settlement, together

with the materials presented on,the formal ¡ecord in this proceeding, provide the

Commission with a sufficient basis for finding that the Settlement is reasonable, fair and

in the public interest.

CUSTOMER SALES AND REVENUES

Average Business Sales: Based on a regression analysis, SJWC proposed business sales

of 876 Ccfper customer, while DRA used the recorded business sales number for 2008 of

997 Ccf per customer. After reviewing the most recent sales numbers, the Parties agreed

to adopt an average sa.les numbe¡ of960 Ccfper customer.

References: Exhibit 2 (SfWC), ch. 6; Exhibit 9 @RA), p. 2-10.

OPERATION AND MAINTENANCE EXPENSES

Purchased Waf er Expense

SJWC estimated surface water supply based on a regression analysis of swface water

production less bypass flows and IESWTR, producing an estimate for this GRC cycle of
3,094 million gallons per year ("MG/yr"). DRA provided an estimate of 3,394MG/yr,

relying on a lO-year average that excluded the years ofthe last drought. Based on further

2.1
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4.1

analysis and discussions, SJWC and DRA agreed on an estimate of 3,294 MG/yr. This

estimate incorpo¡ates the 40 MG/yr of surface water supply to which the parties agreed in

resolving the proposed pumping imp¡ovements at the I¡wer Cavarìee station, as

addressed in Section 7.3, below.

References: Exhibit 2 (SJWC), ch 6; Exhibit 9 (DRA), pp. 3-5 to 3-6.

B. Conservation

SJWC requested $1,591,660 for conservation program expense in Test Year 2010,

including $ I ,099,000 for recycled water customer retrofit costs. DRA proposed to

disallow the recycled water retrofit costs and to allow only $84,000 in 2010 for customer

educational conservation programs. In Rebuttal testimony, SJWC provided current

invoice costs for bill inserts supporting an allowance of$100,956. Considering this

information, DRA and SJWC agree to include $90,000 for bill inserts a¡d a total

conservation expense of $117,000 in rates, which excludes the recycled water retrofit

program.

References: Exhibit 2 (SJWC), ch. 18; Exhibit 4 (SJWC), pp. 28,34-53; Exhibit 9

(DRA), p. 3-6 and ch. 13; Exhibit 5 (SIWC), p. 1-1.

ADMINISTRATIW AND GENERAL EXPENSES

Payroll (includins both O&M and A&G pavroll)

SJWC estimated its total annual payroll expense for beginning of the year 2009 based on

existing positions at then-current salary and wage rates, escalating these amounts to Test

Year 2010 by appllng a 3.0% labor inflation factor for union and 2.5o/o for non-union,

and adding a total of 32 new positions in the course of years 2009 Tlttou$t 2012. DRA

escalated 2008 total payroll expendihres from 2008 to 2O10, using the 2009 wage

increase negotiated by SJWC's union employees of 3.3Volo escalate total payroll expense



and the latest labor inflation factot of -1.9o/o, to arrive at an estimate for Test Yea¡ 2010,

with allowance for nine (9) additional positions with associated payroll calculated at

average salary. The overall difference in estimates for Test Year 2010, including both

expensed aad capitalized pagoll, was $3,531,767. This was equivalent to l0.5Yo of

SJWC's estimate of 533,593,704. Recognizing SJWC's need for additional escalation of

salaries and wages, DRA agreed to add an allowanc e of $717,730 to its original estimate

of$30,061,937, producing total annual payroll expenditures for Test Year 2010 of

530,779,667, wfnch was accepted by SJWC.

B. Propertv" Liability. and Worker's Compensation Insurance

For Property Insurance, SJWC's and DRA's original test year estimates were $ I 16,000

and $ I 1 2,000, respectively. The diffe¡ence was due solely to the different inflation

factors applied. Considering the slight difference between their positions, the Parties

compromised on a s€ttlement amormt for Property Insurance expense, rounded, of

$114,000.

References: Exhibit 2 (SJWC), ch 8; Exhibit 9 (DRA), p. a-5.

For Worker's Compensation Insutance, SJWC and DRA's original estimates for the test

year were $249,000 and $220,000, respectively. However, based upon updated premium

information of$550,000, the Pafies agree to a settlement amount of$385,500.

References: Exhibit 2 (SJWC), ch.8; Exhibit 9 (DRA), p. a-5.

Pensions and Benefits

4.4 Retirement Plan Contributions: SJWC and DRA's original estimates of retirement plan

contributions for the test year were $6,865,900 and $4,580,300, respectively. During

discovery, SJWC provided updated actuarial reports Íts of January 1, 2009, for DRA's

review. DRA and SJWC agree to $6,000,000 in Pension expense for the test year,

subject to a capped balancing account. SJWC and DRA agree that the Company should

4.3



be required to establish a balancing account, effective January 1, 2010, to record cash

contributions to the retirement plan, with SJVy'C's recovery ofthis expense for

ratemaking purposes capped at the level ofPension expense calculated according to the

method prescribed by SFAS 87 for each concurrent year.

References: Exhibit 2 (SJIVC), ch. 9; Exhibit 9 (DRA), pp. 4-7 to 4-10; Exhibit 5

(SJWC), pp. 2-43 to 2-47.

4.5 Retirement Savings Plan: SJWC proposed to apply a contribution rate of 4.0% of payroll

expense, while DRA supported a rate of 3.3Yo. DRA and SJWC agree to split the small

difference, resulting in a Retirement Savings Plaa expense contributi on raÍe of 3.65Vo.

References: Exhibit 2 (SJWC), ch. 9; Exhibit 9 (DRA), p. 4-10; Exhibit 5 (SfWQ, pp.2-

36 to 2-37.

4.6 Unfunded Pensions: SJWC and DRA's estimates were $35,700 and $26,500,

respectively. SJWC agreed to DRA's methodology, which was to apply an inflation

factor to the 2008 amount of$25,900, providing a settlement amount of$27,500 for Test

Year 2010.

References: Exhibit 2 (SJWC), ch. 9; Exhibit 9 @RA), p. a-11.

4.7 Post-Retirement Benefits Other than Pensions @BOPs): SJWC's estimate of test year

PBOP expense was $684,200, while DRA's application of a lower inflation rate produced

a test year estimate of $673,800. DRA and SJWC agree to split the small difference,

supporting a $679,000 estimate for test year 2010.

References: Exhibit 2 (SIWC), ch. 9; Exhibit 9 (DRA), p. 4-11; Exhibit 5 (SJWC), p.2-

Jt.

4.8 Life Insurance: SJWC's estimate of test year life insurance expense was $194,800, while

DRA's application of a lower inflation rate and lower estimates of cost increases



produced a test year estimate of S173,800. DRA and SJWC agree to split the small

difference, supporting a $184,300 estimate for test year 2010.

References: Exhibit 2 (SJWC), ch. 9; Exhibit 9 (lRA), p. 4-11; Exhibit 5 (SJWC), p. 2-

4.9 Health Insu¡ance: Both SJWC arìd DRA estimated costs for coverage of employees

under three different health insurance plans. DRA and SJWC agree that it would be

reasonable to apply a 5o/o escalation factor to the amounts ofpremium expenses SJWC

calculated in its rebuttal, resulting in an agreed-upon test year 2010 expense estimate of

$3,545,340.

References: Exhibit 2 (SIWC), pp. 5-6 to 5-'1, ch. 9; Exhibit 9 (DRA), pp. 4-17 to 4-14;

Exhibit 5 (SJWC), pp. 2-37 to 2-41.

4.10 Dental Insurance: SJWC 's estimate of test year expense for the Delta Dental plan was

$536,100, while DRA's application of a lower allowance for new employees produced a

test year estimate of $509,100. DRA and SJWC agree to split the small difference,

supporting a $522,600 estimate for test year 2010..

References: Exl¡tbit2 (SJWC), p. 5-7, ch.9; Exhibit 9 (lRA), pp. 4-11 to 4-12; Exhibit

s (SJWC), pp. 2-37 to2-47.

4.11 Other Employee Benefits: SJWC's estimate of test year expense for other employee

benefits was $177,500, while DRA's test year estimate for this expense was $157,600.

DRA and SJWC agree to split the small difference, supporting a $167,550 estimate for

test year 2010.

References: EyJlibit2 (SJWC), p. 5-7,ch.9; Exhibit 9 (DRA), p. 4-14; Exhibit 5

(SJWC), p. 2-at.



4.12 Long Term Disability úrsurance: SJWC's estimate of test year expense for Long Term

Disability Insurance was $195,900, while DRA's test year estimate for this expense was

$159,400. DRA and SJWC agree to split the small difference, supporting a $177,650

estimate for test yeN 2010.

References: Exhibit 2 (SIWO, p. 5-7, ch.9; Exhibit 9 (DRA), p. 4-14; Exhibit 5

(sjwc), p. 2-a1.

D. Regulatory Commission Expense

4.13 DRA accepted SJWC's $200,000 estimate of Regulatory Commission expense for 2009,

but the parties' dìffering inflation factors produced 2010 estimates of$204,000 for SJWC

a¡d $202,000 for DRA. DRA and SJIVC agree to split the sma1l difference, supporting a

S 203,000 estimate for test year 2010.

References: Exhibit 2 (SJWC), ch. 9; Exhibit 9 @RA), p. a-15.

5.0 TAXES

A. Ad Valorem Taxes

5.1 DRA accepted SJWC's methodology for calculating ad valorem tax and the resulting

effective tax rate of .01 18 for this rate case period. Differences between DRA and SJWC

resulted from differences in Plant Estimates as discussed below.

References: Exhibit 2 (SJWC), p. 10-1; Exhibit 9 (DRA), pp. 5-1,5-6.

B. Pavroll Taxes

5.2 Payroll taxes include Social Security and Medicare taxes pursuant to the Federal

Insurance Contribution Act ("FICA"), Federal Unemployment Insurance ("FUI"), and



5.3

State Unemployment Insurance C'SUI ). DRA's estimates of these tax expenses differ

fiom SJVr'C's based on differences in payroll estimates, DRA's cor¡ection ofclerical

er¡ors, and DRA's use of 2008 FICA tax rates instead of SJWC's estimated FICA tax

rates. SJWC accepts DRA's methodology, which will be applied to develop estimates of

payroll taxes matching the a$eed upon payroll estimates, for inclusion in the

Comparison Exhibit.

Refe¡ences: Exhibit 2 (SIWQ, p. 10-1; Exhibit 9 (DRA), pp. 5-2to 5-6.

c. Income Taxes

The differences between DRA's and SJWC's estimates of income tax expense were due

primarily to diffe¡ences in forecasts ofrevenues, expenses, and rate base, with remaining

differences due to DRA's correction of errors in formulas applied by SJWC.

Specifically, DRA used a different methodology than SJWC's for the Califomia

Corporate Franchise Taxes as a deduction for Federal Income Tax purposes to reflect

changes in the Califomia Revenue and Taxation Code effective for taxable years

beginning on or after January l, 2000. For settlement purposes, SJWC accepts DRA's

methodology for calculating income taxes.

References: Exhìbit 2 (SIWC), pp. 10-2to l0-3 and Tables 10-Ato 10-C; Exhibit 9

(DRA), ch.6.

NET TO GROSS MALTIPIER

DRA and SJWC used the same methodology to calculate the net-to gross multiplier.

DRA accepts SJWC's uncollectibles rate and franchise tax mte. Both parties calculate a

multþlier of 1.6959.

References: Exhibit 2 (SJWC), ch 14; Exhibit 9 (DRA), pp. 7-l to 7-2.
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7.0

7.r

PLANT

Inflation : The original estimates of SJWC and DRA were 4 .5Yo and 1 .34% lor 2009 ,

4-5o/o a¡rd 0.98% for 2010, and 4.5o/o and,2.26%;o for 201 I - Except where specific dollar

estimates a¡e determined for projects, DRA and SJWC agree to apply 3Yo as an inflation

factor for 2009, 2010, and 2077 in the calculation of utility plant estimates.

References: Exhibit 3 (SIWO, p. 4; Exhibit 9 (DRA), pp. 8-2 to 8-3; Exhibit 5 (SJWC),

pp.3-2 to 3-3.

Recommended Plant Additions Adiustments for 2009

Based on additional review ofproject information provided by both Parties, DRA and

SJWC agree to resolve certain ofthe Plant Addition Adjusünents presented in Table 8-C

of the DRA Report (Exhibit 9) for 2009 that were previously in dispute. DRA and SIWC

agree that the projects addressed below, subject to the adjustments provided for in this

Settlement, are prudent, necessary and in t}ìe public interest. Each project is discussed in

greater detail in the sections below.

Project 3333. Lower Cava¡ee Station - The original positions of SJWC and DRA were

5723,100 and $0 respectively. During discovery, SJWC explained that the proposed

increase in the capacity of the Lower Cavanee pumping equipment will optimize the

capture of local surface water and maxìmize the use of SJWC's existing water rights to

this creek. DRA considered SJWC's position and DRA and SJWC agree to include

$7\2,72L (including the 3o/o anrrual i¡flation factor) in rates in exchange for a 40 million

gallon addition to the projected surface water availabilify.

References: Exhibit 2 (SJWC), ch. 1l; Exhibit 3 (SJWC), #3333;Exhlbit20 (SJWC),

CIP 2009, p. I ; Exhibit 9 (DRA), pp. 8-4,8-21 to 8-22; Exhibit 5 (SJWC), pp. 3-3,3-21

to 3-22.
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7.4 Proiect 3472. Install Groundwater Disinfection Svstem. Needles Station - The original

positions of SJWC and DRA were $41 8,400 and $0, respectively. During discovery,

DRA reviewed the data a¡d rationale SJWC provided and agrees to allow 5412,394 in

rates, including the agreed upon 3% a¡nual inflation factor.

References: Exhibit 2 (SJWC), ch. 11 ; Exhibit 20 (SJWC), CIP 2009, p. 2;ExhtbrT9

(oRA), pp. 8-4,8-22to 8-26.

Proiect 185, Replace 1.25 million gallon welded steel Tank #2 at Greenridse Terace

Station - SJWC estimated the project cost at $2,487,600. DRA proposed to allow only

$605,131, for recoating the interior and exterior ofthe tank. On rebuttal, SJWC

acknowledged an error in applying inflation factors, correcting the taxk replacement cost

as being $2,380,500, but provided additional project justification. DRA agreeswith

SJWC to support the Greenridge Terrace Tank #2 rcplacemett as an advice letter filing

with a budgetary cap of $2,200,000.

References: Exhibit 2 (SfWq, ch. 11; Exhibit 3 (SJWC), #185; Exhibit 20 (SJWC), CIP

2009,p.3; Exhibit 9 (DRA), pp. 8-31 to 8-32; Exhibit 5 (SJWC), pp. 3-4to 3-5.

Pro'iect 38, Replace Various Hvdrants on Existì¡e Mains - The original estimates of

SJWC and DRA were $50,900 and $45,574, respectively. During discovery, SJWC

provided DRA additional information regarding needed hydra¡t installations. DRA

reviewed the information a¡d agrees to include $48,236 in rates.

References: Exhibit 2 (SJWC), ch. 11; Exhibit 20 (SJWC), CIP 2009, p. 13; Exhibit 9

@RA), p. 8-36 to 8-39; Exhibit 5 (SrWQ, p. 3-6.

Project 272. Replace Various Hydrants outside the Citv ofSan Jose - The original

estimates of SJWC and DRA were $144,200 and $80,000, respectively. SFWC agrees

with DRA's proposed allowance of $80,000 in rates.

7.5
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References: Exhibit 2 (SJWC), ch. 11; Exhibit 20 (SJWC), CIP 2009, p. 13; Exhibit 9

(DRA), p. 8-36 to 8-39; Exhibit 5 (SJWC), p. 3-7.

7 .8 Proiect 273. Replace Various Hvdrants within the Cifv of San Jose - The original

estimates of SJWC and DRA we¡e $285,500 and $100,000, respectively. During

discovery, SJWC provided DRA additional information regarding needed hydrant

replacements. DRA reviewed the information and the Parties have agreed to support

$160,000 in rates.

References: Exhibit 2 (SJWC), ch. 11; Exhibit 20 (SfWC), CIP 2009, p. 13; Exhibit 9

(DRA), p. 8-36 to 8-39; Exhibit s (SIWC), p. 3-7.

7.9 Project 3261. Replace Various Hydrants for Emersency Situations - The original

estimates of Sfq/C and DRA were $26,700 ætd $22,787, respectively. During discovery,

SJWC provided DRA additional information regarding needed hydrant replacements.

DRA reviewed the information and agrees to include $24,444 tn rales.

Exhibit 2 (SJWC), ch. 11; Exhibit 20 (SJWC), CP 2009,p. 13; Exhibit 9 @RA), p: 8-36

to 8-39; Exhibit 5 (SJWC), p. 3-7 to 3-8.

7 .10 Proj ect 1 8 1 . Replace Hieh Mileage Vehicles - The original estimates of SJWC and DRA

were $776,900 arÁ $47 6,675, respectively. During discovery, SJWC explained that the

company has extended its replacement period by two years to maximize the useful lives

ofvehicles and that variations in replacement timing are due to differences in mileage

accumulation. DRA considered SJWC's position. DRA and SJWC agree to include

$625,758 in rates.

References: Exhibit 2 (SJWC), ch. 11; Exhibit 3 (SJWC), #181&182; Exhibit 20

(SJWC), atCIF 2009,p. 17; Exhibit 9 (DRA), pp. 8-39 to 8-40; Exhibit 5 (SJWC), pp. 3-

8 to 3-9.
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Project 182, Vehicles for New Staff positions - The original positions of SJWC and DRA

were $106,500 and $0, respectively. During discovery, SJWC explained that the

company has extended its replacement period by two years to maximize the useful lives

of vehicles and that variations in replacement timing are due to mileage accumulation.

DRA considered SJWC's position. DRA and SJWC agree to include $53,250 in rates for

vehicles purchased in 2009.

References: Exhibit 2 (SJWC), ch. l1; Exhibit 3 (SJWC), #181&182; Exhibit 20

(SJWC), atCIF 2009,p. 17; Exhibit 9 (DRA), pp. 8-40 to 8-41; Exhibit 5 (SIWO, p. 9.

Project 23, Facilities Retirements - The original estimates for SJWC and DRA were

ç1,421,200 and $919,666, respectively. DRA's lower estimate reflects DRA'S

adjustment of SJWC's proposed pipeline replacement program for 2009. DRA has

agreed with SJWC's assertion that, adjusted for the agreed upon inflation factor, 75Yo (or

$1,050,600) of the SJWC proposed Facilities Retirement budget is related to pipeline

retirements, arñ,25%o (or $350,200) ofthe proposed budget is related to non-pipeline

plant. The Parties agree to tncl¡de 25%o ($350,200) for non-pipeline plant. In regard to

the remaining 75% ($1,050,600) related to pipeline plant, the Parties agree to include for

ratemaking purposes a percentage of that amount equal to the ratio of the Commission's

allowance to SJWC's proposed 2009 pipeline replacement budget. For example, if the

Commission approves DRA's pipeline replacement recommended allowance of

approximately 6 5.7Yo, rhen the Facilities Retirements budget would be $3 50,200 plus

65.7% of$1,050,600 (equal to 5689,757) for a total budget of$1,039,957.

References: Exhibit2(SJWC),ch. 1l;Exhibit20(SJWC), CIP2009,p. 12;Exhibit9

(DRA) pp. 8-41 to 8-42,8-55; Exhibit 5 (SJWC), at 3-9 to 3-10.

Proiect 3514. Cox Avenue Motor Control Center - The original estimates of SJWC and

DRA were 51,240,400 and $1,154,500, respectively. During discovery, SJWC explained

that a reasonable contingency rate of between 5% and,I0% is commonly applied to

projects of this type. DRA conside¡ed SJWC's position. DRA and SJWC agree to

include $1,197,450 in rates.
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References: Exhibit 2 (SJWC), ch. 11; Exhibit 3 (SJWC), #3514;Exhibit20 (SJWC),

CIP 2009, p. 5; Exhibit 9 (DRA), p. 8-43; Exhibit 5 (SJWC), p. 3-10.

7 .14 Project 3513. Cox Avenue Station Booster - The original estimates of SJWC and DRA

were $582,100 and $541,708, respectively. During discovery, SJWC explained that a

reasonable contingency rate ofbetween 50% and 10% is commonly applied to projects of

this tlpe. DRA considered SJWC's position. DRA and SJWC agree to include $561,904

in rates.

References: Exhibit 2 (SIWC), ch. 1l; Exhibit 3 (SJWC), #3573;Exlnbit20 (SfWq,

CIP 2009, p. 5; Exhibit 9 (DRA), p. 8-43; Exhibit 5 (SJWC), p. 3-10.

7.1,5 Project 3483, Winfield Booster and Motor Control Center - The original estimates of

SJWC and DRA were $553,800 and $515,234, respectively. During discovery, SIWC

explained that a reasonable contingency rate of between 5%o and 10% is commonly

applied to projects of this type. DRA considered SJWC's position. DRA and SJWC

agree to include $534,517 in rates.

References: Exhibit 2 (SJWC), ch. 11; Exhibit 3 (SJWC), #3483;Exhtbit20 (SJWC),

cD 2009,p.5; Exhibir 9 (DRA), p. 8-44; Exhibit 5 (SJWC), p. 3-11.

7 .1,6 Project 3466. Gra)¡stone Lane Cinder Block Tank - The original estimates of SFWC and

DRA we¡e $600,700 and $574,800, respectively. During discovery, SJWC explained that

the original costs presented did not reflect any adjustment for inflation. DRA considered

SJWC's position. DRA and SJWC agree to include $587,750 in rates.

References: Exhibit 2 (SfWq, ch. I l; Exhibit 3 (SJWC), #3a66; Exhibit 20 (SfWq,

CIP 2009, p. 3; Exhibit 9 (DRA) p. 8-46; Exhibit 5 (SJWC), p. 3-12.



Recommended Plant Additions Adiustments for 2010

'1.17 Proiect 38. Replace Various Hydrants on Existins Mains - The original estimates of

SJWC ard DRA were $60,1 00 and $45,574, respectively. During discovery, SJWC

provided DRA additional information regarding needed hydrant replacements. DRÀ

reviewed the information and has agreed to include $52,837 in rates.

References: Extìibit 2 (SJWC), ch. 11; Exhibit 20 (SJWC), CIP 2009, p. 13; Exhibit 9

(lnA), p. 8-36 to 8-39; Exhibit 5 (SJWC), p. 3-6.

7 .18 Pro'iect 272. Replace Various H)¡drants outside the City of San Jose - The original

estimâtes of SJWC and DRA were $163,800 and $80,000, respectively. SJWC agrees

with DRA's p¡oposed amount of $82,400 (including 3%o aru:rual inflation) in rates.

References: Exhibit 2 (SJWC), ch. 11;Exhibit 20 (SJWC), CIP 2009, p. 13; Exhibit 9

(DRA), p. 8-36 to 8-39; Exhibit 5 (SJWC), p. 3-7.

7.19 Project 273. Replace Various Hydrants withìn the Citv ofSan Jose - The original

estimates of SJWC and DRA were $327 ,600 and $100,000, respectively. During

discovery, SJWC provided DRA additional information regarding needed hydrant

replacements. DRA reviewed the information and has agreed to include $164,800 in

tates.

References: Exhibit 2 (SJIVC), ch. 11; Exhibit 20 (SJWC), CIP 2009, p. 13; Exhibit 9

@RA), p. 8-36 to 8-39; Exhibit 5 (SJWC), p. 3-7-

7 .20 Proiect 3261. Replace Various Hvdrants for Emereency Situations - The original

estimates of SJWC and DRA were $27,300 and$22,787,respectively. During discovery

SJWC provided DRA additional inforrnation regarding needed hydrant replacements.

DRA reviewed the information and has agreed to include $25,044 in rates.
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References: Exhibit 2 (SJWC), ch. 11; Exhibit 20 (SJWC), CIP 2009, p. 13; Exhibit 9

(DRA) p. 8-36 to 8-39; Exhibit 5 (SJWC), pp. 3-7 to 3-8.

Project 181. Replace Hieh Mileaee Vehicles - The original estimates of SJWC and DRA

were $429,200 and $304,388, respectively. During discovery, SJWC explained that the

company has extended its replacement period by two years to maximize the useful lives

of vehicles and that variations in replacement timing are due to mileage accumulation.

DRA considered SJWC's position. DRA and SJWC agree to include $366,794 in rates.

References: Exhibit 2 (SfWC), ch. 1 1; Exhibit 3 (SJWC), #l8l&182; Exhibit 20

(SJWC), at CIP 2010, p. 15, p. 13; Exhìbit 9 @RA), pp. 8-39 to 8-40; Exhibit 5 (SJWC),

pp. 3-8 to 3-9.

Proiect 182, Vehicles for New Staff positions - The original positions of SJWC and DRA

were $95,900 arid $0, respectively. During discovery, SJWC explained that the company

has extended its replacement period by two years to maximize the useful lives of vehicles

and that variations in replacement timing are due to mileage accumulation. DRA

considered SJWC's position. DRA and SJWC agree to include $47,950 in rates.

Exhibit 2 (SJWC), ch. 11; Exhibit 3 (SJWC), #l8l&182; Exhibit 20 (SJWC), at CIP

2010,p. l5; Exhibit 9 (DRA), pp. 8-40 to 8-41; Exhibit 5 (SJWC), p. 9.

Project 3539, Branham Lane Tank Replacement - The original estimates of SJWC and

DRA were to allow $765,600 for replacement in 2011 and $647,958 for replacement in

2009 respectively. During discovery, SJWC explained that a design and bid process will

take approximately four to five months and it would not be reasonable to expect

completion of the project in 2009. Therefore, DRA and SJWC agree to move the project

to 2010 and adjust the original estimate to 2010 costs. DRA and SJWC agree to include

$707,000 in rates.

References: Exhlbit2 (SIWC), ch. 11; Exhibit 3 (SJWC), #3539;Exhtbi|20 (SfWq,

cIP 2011, p. 2; Exhibit 9 (DRA) p. 8-42; Exhibit 5 (SJWC), p. 3-10.
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'7 .24 Proiect 3093. 17th Street Station Motor Control Center - The original estimates of SJWC

and DRA were to allow $1,350,800 and$|,214,897, respectively. DRA identified an

error in that the contingency rate element was presented as being 5%;o,bú a 10Yó faclor

was applied to this project. SJWC acknowledged the error, but contended that a 10%;o

factor was appropriate. DRA considered SJWC's position. DRA and SJWC agree to

include $1,282,849 in rates.

Refe¡ences: Exhibit 2 (SJWC), ch. 1 1; Exhibit 3 (SJWC), #3093; Exhibit 20 (SJWC),

CIP 2010, p. 3; Exhibit 9 (DRA) pp. 8-43 to 8-44; Exhibit 5 (SJWC), pp. 3-11.

7.25 P¡oiect 3523. Mt. Sprines Booster and Motor Control Center - The original estimates of

SJWC and DRA were to allow $1,207,800 and 57,044,736, respectively. During

discovery SJWC explained that a reasonable contìngency rate ofbetween 50% and 10% is

commonly applied to projects of this type. DRA conside¡ed SJWC's position. DRA and

SJWC agree to include $1,145,000 in rates.

References: Exhibit 2 (SJWC), ch. 11;Exhibit 3 (SJWC), #3523;Exhtbit20 (SJWC),

CIP 2010, p.4; Exhibit 9 (DRA), pp. 8-44to 8-45¡' Exhibit 5 (SJWC), pp. 3-ll to3-12.

7 .26 Project 3542. Seven Mile Station Boosters and Motor Control Center - The original

estimates of SIWC and DRA were $1,066,900 and $959,632, respectively. During

discovery, SJIVC explained that a reasonable contingency rate ofbetween 5%o and l1Yo is

commonly applied to projects of this type. DRA considered SJWC's position. DRA and

SJWC agree to include $1,013,266 in rates.

References: Exhibit 2 (SJWC), ch. 1l; Exhibit 3 (SJWC), #3542;Exhtbir20 (SfWq,

CIP 2010, p.4; Exhibit 9 (DRA), p. 8-45; Exhibit s (SJVTC), p. 3-12.

7.27 Project 3475. Rainbow's End Tank Replacement - The original estimates of SJWC and

DRA were to allow $713,200 and $653,100, respectively. During discovery, SJWC

explained that the original costs presented did not reflect any adjustment for inflation.
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DRA and SJWC agree to support including $683,150 (including a 3% a¡mual inflation

factor) in rates.

References: Exhibit 2 (SJWC), ch. 11; Exhibit 3 (SJWC), #3475;Exhlbit20 (SJWC),

CIP 2010, p.2;Exhibit9 (DRA), p. 8-46; Exhibit 5 (SJWC), p. 3-12.

7.28 Proiect 23. Facilities Retirements - The original estimates for SJWC and DRA were

$1,834,600 and $1,294,204, respectively. DRA's lower estimate reflects DRA's

adjustment of SJWC's proposed pipeline replacement program for 2010. DRA has

agreed with SJWC's assertion that, adjusted for the agreed upon inflation factor,7 5%o (or

$1,336,875) of SJWC's proposed Facilities Retirement budget is related to pipeline

retirements, and 25Vo (or $445,625) of the proposed budget is related to non-pipeline

plant. The Parties agree to incl'¡de 25o/o (5445,625) for non-pipeline plant. In regard to

the remaining 75% (51,336,87 5) related to pipeline plant, the Parties agree to include for

ratemaking purposes a percentage of that amount equal to the ratio of the Commission's

allowance to SJWC's proposed 2010 pipeline replacement budget. For example, if the

Commission approves DRA's pipeline replacement recommended allowa¡ce of

approximately 72.6%o, then the Facilities Retirements budget would b e 5445,625 phts

'12.6% of $1,336,875 (equal to $970,640) for a total budgeT of$1,416,265.

References: Exhibit 2 (SJWC), ch. l1; Exhibit 20 (SJWC), CIP 2010, p. 12; Exhibit 9

(DRA) pp. 8-41to 8-42,8-55; Exhibit 5 (SJWC), at 3-9 to 3-10.

C. Recommended Plant Additions Adiustments for 2011

7.29 Proiect 29172 Construct two new wel1s at Needles Station - SJWC proposed to construct

two new production wells at an estimated cost of $4,564,000. DRA opposed this project,

arguing that the Needles Drive Station was not an ideal location due to a variety of
factors, including the high cost ofconstruction and the limited specific capacity ofan

existing well at the site. I¡ Rebuttal testimony, SJWC explained that the Needles Drive

site is projected to be a good producing well field and is the last available location at

SJWC's active well fields where new wells caa be placed. During discovery, DRA
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reviev/ed the data and rationale provided by SJWC. DRA agrees'üith SJWC to include

the two new wells as an advice letter project subject to a total project cap of $4,000,000,

consistent with DRA's view that there should be cost savings by locating two wells at

one site.

References: Exhibit2(SJWC),ch. 11;Exhibit20(SJWC),CIP201l,p. 1;ExhibitT

(SJWC), Well and Groundwater Study; Exhibit 9 (DRA), pp. 8-4,8-22to 8-26; Exhibit 5

(SJWC), pp. 3-31 to 3-33.

'7.30 Proiect 38. Replace Various Hvdra¡ts on Existine Mains - The original estimates of

SJWC and DRA were $68,500 and $45,574, respectively. During discovery, SJWC

provided DRA additional info¡mation regarding needed hydrant replacements. DRA

reviewed the information and has agreed to allow $57,037 in rates.

References: Exhibit 2 (SJWC), ch. l1; Exhibit 20 (SJWC), CIP 2009, p. 13; Exhibit 9

(DRA), p. 8-36 to 8-39; Exhibit 5 (SJWC), p. 3-6.

7 .31 Project 272. Replace Various Hvdra¡ts outside the Citv of San Jose - The original

estimates of SJWC and DRA were $163,800 a¡d $80,000, respectively. SIWC agrees

with DRA'S proposed amount of $84,872 (includin g 3%o awnal inflation) in rates.

References: Exhibit 2 (SJWC), ch. 1l; Exhibit 20 (SJWC), CIP 2009, p. 13; Exhibit 9

(DRA) p. 8-36 to 8-39; Exhibit 5 (SJWC), p. 3-7.

7 .32 Project 273, Replace Various Hydrants within the Citv of Sa¡ Jose - The original

estimates of SJWC and DRA were $327 ,600 and $ 1 00,000, respectively. During

discovery, SJWC provided DRA additional information regarding needed hydrant

replacements. DRA reviewed the information and has a$eed to include $169,744 in

rates.

References: Exhibit 2 (SfWq, ch. 11; Exhibit 20 (SJWC), CIP 2009, p. 13; Exhibit 9

(DRA), p. 8-36 to 8-39; Exhibit s (SJWC), p. 3-7.
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7.33 Proiect 3261. Replace Various Hydrants for Emereency Situations - The original

estimates of SJWC and DRA were $28,500 atd $22,787,respectively. During discovery

SJWC provided DRA additional information regarding needed hydrant replacements.

DRA reviewed the information and has agreed to include $25,643 in rates.

References: Exhibit 2 (SJWC), ch. 11; Exhibit 20 (SJWC), CIP 2009, p. 13; Exhibit 9

(DRA) p. 8-36 to 8-39; Exhìbit 5 (SrWQ, pp. 3-7 to 3-8.

Project 181. Replace Hish Mileaee Vehicles - The original estimates of SJWC and DRA

were $569,600 and $520,382, respectively. During discovery, SfWC explained that the

company has extended its replacement period by two years to maximize the useful lives

of vehicles and that variations in replacement timing are due to mileage accumulation.

DRA considered SJWC's position. DRA and SJWC agree to include $544,991 in rates.

References: Exhibit 2 (SJWC), ch. 11; Exhibit 3 (SJWC), #181&182; Exhibit 20

(SJWC), at CIP 2011, p. 13; Exhibit 9 (DRA), pp. 8-39 to 8-40; Exhibit 5 (SJWC), pp. 3-

8 to 3-9.

7 .35 Proiect 182, Vehicles for New Staff positions - The original positions of SJWC and DRA

were $23,000 and $0, respectively. During discovery, SJWC explained that the company

has extended its replacement period by two years to maximize the useful lives of vehicles

and that va¡iations in replacement timing are due to mileage accumulation. DRA

considered SJWC's position. DRA a¡d SJWC agree to include $1 1,500 in rates.

Exhibit 2 (SJWC), ch. 11; Exhibit 3 (SJWC), #I8l&182; Exhibit 20 (SJWC), at CIP

20ll,p. 13; Exhibit 9 (DRA), pp. 8-40 to 8-41; Exhibit 5 (SJWC), p. 9.

7.36 Proiect 23. Facilities Retirements - The original estimates for SJWC and DRA were

52,282,000 and $943,7 50, respectively. DRA's lower estimate reflects DRA's

adjustment of SJWC's proposed pipeline replacement program for 2011. DRA has

agreed with SJWC's assertion that, adjusted for the agreed upon inflation rate,75o/o (or

7.34
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$1,639,500) of SJWC's proposed Facilities Retirement budget is related to pipeline

retirements, and 25o/o (or $546,500) ofthe proposed budget is related to non-pipeline

plant. The Parties agree to incl:ode 25%o ($546,500) for non-pipeline plant. In regard to

the remaining 75% ($1,639,500) related to pipeline plant, the Parties agree to allow a

percentage of that amount equal to the ratio of the Commission's allowance to SJWC's

proposed 2011 pipeline replacement budget-

For example, if the Commission approves DRA's pipeline replacement recommended

allowânce of approximately 47.4o/o, Íhen the Facilities Retirements budget would be

$546,500 plus 41 A% of 51,639,500 (equal to $707,810) for a total budget of $ 1,254,310.

References: Exhibit 2 (SJWC), ch. 1 1 ; Exhibit 20 (SfWC), CIP 201 l, p. I 0; Exhibit 9

(DRA), pp. 8-41 To 8-42,8-55; Exhibit s (SJWC), at 3-9 to 3-10.

RATE BASE

DRA and SJWC agree that rate base should be calculated on a basis that incorpomtes the

changes to plant identified above.

SJIVC provided a lead/lag calc:ulatton of working cash supporting a Working Cash

Allowance for Test Year 2010 of $10,598,800. DRA's analysis indicated that SJWC

erroneously used zero lag days for property tax payments. Thus, DRA revised the

allowance to reflect a lag factor for those payrnents of 52.4 days. Based on information

SJWC provided to DRA during discovery, SfWC and DRA agree to apply a revised net

lag days of 39.59 for Property Tax payments. The effects of this adjustment are to

produce a Working Cash Allowance of $9,815,100, and a total Working Capital of

$10,350,200, as an element of Rate Base for Test Year 2010.

Refe¡ences: Exhibit 2 (SJWC), ch. 13, Tables 13-G, l3-L; Exhibit 9 (DRA), p. 10-2.

Interest Bearing Construction Work in Progress ("IBCWIP"): SJWC capitalizes Interest

During Construction ("IDC"). DRA noted that inclusion of IBCWIP in rate base could

8.1
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9.1

cause SJWC to "eam twice" for IBCWIP through accrual of IDC while earning a rate of

retum on IBCWIP in rate base. DRA, therefore, excluded the average balance of

IBCWIP from rate base. In rebuttal testimony, SJWC explained that, pwsua¡t to an

agreement with DRA, it accrues IDC but does not recognize CWIP at all. Therefore,

deduction of IBCWIP would leave SJWC with a negative CWIP allo.rvance. DRA

recognized that this result would not be appropriate and agreed that the proposed

IBCWIP exclusion was unnecessary.

References: Exhibit 9 (DRA), p. t0-2; Exhibit 5 (SJWC), p. 5-1.

RATE DESIGN

DRA agrees with SJWC's methodology for the proposed rate design, including a two

tiered water quantity charge for residential customers, which is in compliance with

D.86-05-064 in the Commission's O¡der Instituting Investigation into Water Rate Design

Policy (I.84-11-041) issued May 28,1986, as modified by D.08-08-030 in the

Commission's Water Conservation Investigation (1.07 -01-022) issued August 21, 2008.

DRA accepts SJWC's proposal to consolidate the Mountain District tariffs with SJWC's

main system, while including a higher third tier quantity charge for the Mountain District.

This higher third tier quantity charge is intended to provide a disincentive for usage

exceeding SJWC's per-customer delivery capacity as well as a $0.7 632lccf elevation

charge to recover power costs needed to pump to the Mountain District. SJWC accepts

DRA's recommendation to file a separate rate schedule for the mutual water company

customers served from the Mountain District. These elements of rate design for the

Mountain District to which SJWC and DRA have agreed are consistent with the terms of

the Mountain District Rate Desigrr Settlement Agreement that also is being proposed for

adoption by the Commission in this proceeding.

References: Exhibit 2 (SJWC), ch. 22; Exlnbit 9 @RA), ch. I 4; Exhibit 6 (SJWC).



1O.O OTHERRELIEF REOUESTED

10.1 Water Quality Memorandum Account: SJWC's current Water Quality Memorandum

Account (WQMA) was established in its last GRC proceeding and approved in D.06-11-

015, subject to a cap of$500,000 on the accrual of incremental water quality expenses

related to future compliance with new state or federal water quality standards. SJWC

requested removal ofthe $500,000 cap based on the ongoing emergence ofmany new

water regulations and issues, the impact ofwhich cannot yet be quantified with any

specificity. DRA opposed removal ofthe cap, contending that SJWC had not

demonstrated what specific facts and circumstances had changed since the cap was

established. For settlement purposes, SJWC withdrew its request for removal of the

$500,000 cap.

References: Exhibit 2 (SIWC), pp. l7-l to l7-2; Exhibit 9 (DRA), pp. 15-1 to 15-4, 15-

10 to 15-12.

10.2 Pension Expense Memorandum Account: SJWC's request for a Pension Expense

Memorandum Account, originally opposed by DRA, was resolved by SJWC and DRA as

outlined in Section 4.4 above.

References: Exhtbit 2 (SJWC), ch 17; Exhibit 9 (lRA), pp. 15-7 to 15-8.

11.0 MISCELLANEOASPROWSIONS

1 I .1 The signatories to this Joint Settlement personally and independently veriff that all parts

of the Settlement, including any appendices and/or attachments, are correct, complete,

and intemally consistent, to the best of their knowledge and ability.



11.2 Entering into this Settlement or approval of this Settlement bythe Commission shall not

be construed as an admission or concession by any Party regarding any fact or matter of

law in dispute in this proceeding.

I 1.3 The Commission shall have jurisdiction over this Settlement. The Parties agree that no

legal action may be brought by either Party in any state or federal court, or any other

forum, against any individual sigrratory representing the interests of either of the Parties,

or any attomeys representing the Parties involving any matter related to this Settlement.

11.4 The Parties acknowledge that the positions expressed in this Settlement were reached

after consideration ofall positions advanced in testimony as well as during discovery and

settlement negotiations. This Settlement embodies compromises of the Parties' positions.

11.5 This Settlement sets forth the entire understanding and agreement between the Parties,

and may not be modified or terminated except through written assent by all Parties.

11.6 Each individual executing this Settlement on behalf of any entity hereby warraats that he

or she is authorized to execute this Settlement on behalf of said entity. The Parties agree

that no signatory to this Settlement, nor any officer, employee, or member of SJWC or

DRA, assumes any personal liability as a result of this Settlement.

1,I.7 The Parties agree to support the Settlement a¡d use their best efforts to secure

Commission approval of the Settlement in its entirety and without modification.

1 1 . 8 The Parties agree that if the Commission fails to adopt the Settlement in its entirety, the

Parties shall convene a settlement conference within 15 days thereofto discuss whether

they can resolve issues raised by the Commission's actions. If the Pafies cannot

mutually agree to resolve the issues raised by the Commission's actions, the Settlement

shall be rescinded and the Parties shall be released from their obligation to suppof the

Settlement. Thereafter, the Parties may pursue any action they deem appropriate, but

agree to cooperate to establish a procedural schedule.

23



11.9 This Settlement shall be govemed by the laws of the State of Califomia as to all matters,

including, but not limited to matters ofvalidity, conshuction, effect, performance and

remedies.

CONCLUSION

The Parties mutually believe that based on the te¡ms and conditions stated above, this

Settlement is reasonable in light of the whole record, consistent with the law, and in the

public interest.

12.

Dated: Augustl?,2009

DIVISION OF RATEPAYER ADVOCATES

Director, Division of Ratepayer Advocates

California Public Utilities Commission
505 Van Ness Avenue
San Francisco, CA 94102

SAN JOSE WATER COMPANY

Ø^-År4*",fu4-
Vice President, Regulatory Affairs

San Jose Water Company.
1 10 West Taylor Street
San Jose, CA 95 1 10
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BEF'ORE THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF'CALIFORNIA

In the Matter of the Application of SAN JOSE
WATER COMPANY (U 168 W) for aa Order
authorizing it to increase rates charged for water
service by 836,207,000 or 18.44%o n2010;by
$15,171,000 or 6.52%o in20l1; andby

or 8.10% in2012.

JOINT SETTLEMENT

OF THE DTWSION OF' RATEPAYER ADVOCATES.THETMUTUALWATER

COMPA}¡-Y INTERVENORS. REDWOOD ESTATES SER\TCES ASSOCIATION

AND SAN JOSE WATER COMPANTY

ADDRESSING MOTJNTAIN DISTRICT RATE DESIGN ISSUES

Application 09-01-009
(Filed January 2 l, 2009)



1.0

1.1

JOINT SETTLEMENT AGREEMENT

INTRODUCTION

This Settlement is entered into as of the date listed below, by and between San Jose

Water Company (SJWC), the 7 Mutual Water Company Interveners (Mutuals), the

Redwood Estates Services Association (RESA) and the Division of Ratepayer Advocates

(DRA) of the Califomia Public Utilities Commission (Commission) (collectively, the

Parties). This Settlement resolves all of the issues raised by the Mutuals and RESA

conceming SJWC's proposed rate design for the Mountain District (Schedule No. lC,

General Metered Service. Mountain Dishict).

On January 21, 2009, SJWC filed Application 09-01-009, seeking authorization to

increase rates charged for water service throughout its service tenitory. This appljcation

contained a new rate design proposal for the customers of SJWC taking water service in

SJWC's Mountain District.

On May 15,2009 the Mutuals and RESA each submitted reports disputing SJWC's

proposed rate design for the Mountah Dishict. In particular, the Mutuals and RESA

were concemed about the significant penaþ imposed on usage beyond the existing 16

Ccf switch point. Due to its concems about existing supply constraints, SJWC had

proposed to place into effect a $25 per Ccfpenaþ rate for water usage in excess ofthe

400 gallons per day, in order to encourage customers to stay within that usage.

Beginning with a settlement conference on Jr¡ne 5 , 2009 , and a mediation session

facilitated by Administrative Law Judge Jaret Econome on June 9, 2009, the Parties met

to discuss the areas of disagreement with SJWC' s rate design. As a result of such

discussions and negotiations, the Parties resolved all the issues in the manner set forth in

greater detail below. This Settlement strictly concems rate design issues and will not

impact SJWC's revenue requirement. Section 2.3 through 2.5 of this Settlement provides

a comparison of SJWC's current rates in effect at the time of SJWC's filing, requested

rates, and the agreed upon rate design. The tables set forth in S ection 2.3 through 2.5 do

1.2

1.3



t.5

t.6

not reflect any surcharges and/or surcredits in effect at any given time. The rate design

reflected in the schedule in Section 2.5, below, will ultimately be implemented, by the

procedure specified in Section 2.6, below, with the rates approved by the Commission in

this proceeding.

An intemrptible Tariff is agreed to and an operationa.l arrangement focused on

minimizing intemrptions and maximizing water deliveries has been agreed uþon between

SJWC a¡d the Mutuals.

This Settlement resolves all issues contested by the Mutuals and RESA in this proceeding

and provides benefits to SJWC'S customors. The Parties believe that this Settlernent,

together with the materials presented on the formal record in this proceeding, provide the

Commission with a sufficient basis for finding that the Settlement is reasonable, fair and

in the public interest.

RATE DESIGN FOR THE MOANTAIN DISTRICT

A. Service Charges

The new service charges for service to the Mountain District will be the same as service

charges in effect for all of SJWC's remaining customers, as reflected on SJWC's

Schedule 1, General Metered Service. The Mutuals served by SJWC agree that SJWC

will continue to charge one service charge, based on a'/o-inch meter per customer,

individually served by the mutual. In exchange, SJWC will provide each of the Mutua.ls

with one usage allocation per service charge.

Reference: Exhibit 2 (SJWC), ch. 19.

B. Daily Usage Allocation @estriction)

Due to the supply constraints affecting SJWC's provision of water service to the

Mountain District, the current use restriction is 400 gallons per day per service, or 16 Ccf

(12,000 gallons) per month per water service. System improvements to the Mountain

District originally made it possible to increase the usage restriction from 250 gallons per

2.1

2.2



2.3

day per water service tó the current 400 gallons per day per water service. Because the

Mutuals and RESA have agreed to include an Intemrptible Sewice Clause in the tariff,

SJWC agrees to increase the use restriction to 500 gallons per day per service, or 20 Ccf

(15,000 gallons) per month per service.

Reference: Exhibit 2 (SJWC), ch. 19.

C. Rates

SJWC's Cur¡ent Rate Design (effective December 1,2008): The following table depicts

the current rate design for the Mountain District:

Service Charges

Per Meter per Month

Per Meter per Month , Outside Mutuals

Quantity Rate

For Total Monthly Usage from 0 to 16 Ccf.

For Total Monthly Usage fuom 17 to 22 Ccf .

For Total Monthly Usage from 23 to 25 Ccf .

For Total Monthly Usage from 26 to 35 Ccf.

For Total Monthly Usage from 36 to 46 Ccf.

For Total Monthly Usage from 47 to 55 Ccf.

For Total Monthly Usage from 56 Ccf.

Reference: Exhibit 2 (SJWC), ch. 19.

Per Meter Per Month

$81.37

ß4s.s7

Per Ccf

$ 3.43

$ 4.29

$ 6.88

$10.32

913.76

sr7.20

ß20.64

2.4 SJWC's Proposed Rate Design: In this Application, SJWC requested that the quantity

rates in effect for SJWC "valley" service area (Schedule 1, General Metered Service) be

implemented for the base usage for the Mountain District with the addition of an

elevation charge of 50.7632/Cff to recover the incremental power cost necessary to serve

the Mountain District. For all additional water use above 16 Ccf per month per service,



SJWC proposed a penalty rate of $25lCcl

is depicted in the following table:

Service Charges

For 3/4-inch meter

For l-inch meter

For 1-1l2-inch meter

For 2-inch meter

For 3-inch meter

The rate design originally proposed by SJWC

Per Meter Per Month

$17.47

$29.12

$s8.2s

$93.20

s174.74

Per Ccf

s 2.639

$ 2.902

$ 2s.00

s0.7632

. Quantity Rates

For Total Monthly Usage ftom 0 to 13 Ccf.

For Total Monthly Usage from 13 to 16 Ccf.

For Total Monthly Water Usage above 16 Ccf

Elevation Charge

Reference: Exhibit 2 (SJWC), ch. 19.

Settlement Rate Design: Following extensive discussions regatding system capacity

limitations and water conservation concems and contingent upon the institution ofan

Intemrptible Service Clause for the Mountain District, the Parties agree to support

SJWC's original proposal to apply the service charges, quantity rates, and tier switch

points in effect for SJWC "valley''service area (Schedule 1, General Metered Service),

for the base usage for the Mountain District with the addition of an elevation charge of

$0.7 632/Cff to tecover the incremental power cost necessary to serve the Mountain

District. The rate for all additional water usage above 20 Ccf per service per month was

reduced f¡om $25.00/Ccf in SJWC's original proposal to $7.00/Ccf. The agreed upon

rate design is depicted in the following table:



Service Charge:

For 3/4-inch meter

For l-inch meter

For 1-1l2-inch meter

For 2-inch meter

For 3-inch meter

Per Meter Per Month

$t7.47

929.r2

$s8.2s

$93.20

$174.74

Per Ccf

s 2.639

g 2.902

$ 7.00

$0.7632

Quantity Rates

For Total Monthly Usage from 0 to 13 Ccf.

For Total Monthly Usage from 13 to 20 Ccf-

For Total Montlrly Usage above 20 Ccf

Elevation Charge

2.6 The Pafies agree that the quantity rate for usage above 20 Ccfand the elevation charge

should be set at the amounts proposed, but that the service charges and the other quantity

rates should be modified proportionately from the amounts proposed in order to achieve

the revenue requirement determined in accordance with the Commission's decision in

this proceeding. All Mountain Dishict rates shall be contained in SJWC's Tariff

Schedule lC, including rates applicable both to retail customers and to the Mutuals.

3.0 INTERRUPTIBILITYCLAASE

3.1 As a result of(A) the hcrease from 400 gallons per day to 500 gallons per day in daily

allowed per service a.llocation of water, and (B) the Settlement Rate Design set forth in

Section 2.5 above, the Parties agree that the following Intemrptibility clause will be

added to the Mountain District ta¡iff (Schedule No. lC. General Metered Service.

Mountain District):

"It is the Compaay's intent to provide service to all its customers to the full extent of its

capacity to serve, except that in the event that there is a substantial risk to the Company's



4.0

ability to maintain service to customers in the Mountain District, the Company, at its sole

discretion, may temporarily intemrpt or reduce service to such customers.

"Such intemrption or reduction of service may occrrr when (1) customer consumption, or

(2) signifrcant elechical, mechanical or supply issues challenge the Company's ability to

meet demand for sewice. Should service be intemrpted, the Company shall give timely

priority to remedies that are within its control to alleviate the need for the intemrption of

service. The Company will inform customers of planned improvements to its facilities

serving the Mountain District through its annual system stâtus report to Redwood Estates

Services Association.

"When service is intemrpted, the Company agrees to promptly notiff the intemrpted

customer's designated representative (one per mutual water company). Such notification

shall be provided by telephone or by a reasonable alternative method specified by the

customer and acceptable to the Company. It is the customer's responsibility to provide

the Company, in writing, the name and contact information for its designated

representative, to update that information, in writing when appropriate, and to ensure that

any designated representative shall maintain an active answering system ¿ìnd e-mail

address capable ofreceiving and recording service intemrption information."

MIS C E LLANEO AS PROWSIO NS

The signatories to this Joint Settlement personally and independently veriff that all

elements, including the attached tables, are correct, complete, and intemally consistent, to

the best of their knowledge and ability.

Entering into this Settlement or approval of this Settlement by the Commission shall not

be construed as an admission or concession by any Party regarding any fact or matter of

law in dispute in this proceeding.

The Commission shall have jurisdiction over this Settlement. The Parties agree that no

legal action may be brought by SJWC, the Mutuals, or RESA in any state or federal

4.2



4.4

4.5

4.6

4.8

4.9

4.7

court, or any other forum, against any individual signatory representing the interests of

any of the Pafies, or any attomeys representing any of the Parties involving any matter

related to this Settlement.

The Parties acknowledge that the positions expressed in this Settlement were reached

after consideration ofall positions advanced in testimony as well as during discovery and

settlement negotiations. This Settlement embodies compromises of the Parties' positions.

This Settlement sets forth the entire understanding and agreement between the Parties,

and may not be modified or terminated except through written assent by all Parties.

Notwithstanding this Settlement and its resolution ofthe issues raised by the Parties, the

Parties reserve any or all rights to raise and fully litigate, as necessary, any issue

relating to the rates charged and the conditions attached tlereto in a future proceeding in

which SJWC seeks to increase its rates.

Each individual executing this Settlement on behalf of any entity hereby warrants that he

or she is authorized to execute this Settlement on behalf of said entity. The Parties agree

that no signatory to this Settlement, nor any offrcer, employee, or member of DRA, the

Mutuals, RESA or SJWC, assumes any personal liability as a result of this Settlement.

The Pafies agroe to support the Settlement and use their best efforts to secure

Commission approval of the Settlement in its entirety aad without modification.

The Parties agree that if the Commission fails to adopt the Settlement in its entfuety, the

Parties shall convene a settlement conference within 15 days thereof to discuss whether

they can resolve issues raised by the Commission's actions. Ifthe Parties cannot

mutually agree to resolve the issues raised by the Commission's actions, the Settlemont

shall be rescinded and the Pa¡ties shall be released from their obligation to support the

Settlement. Thereafter, the Parties may pursue any action they deem appropriate, but

agree to cooperate to establish a procedural schedule.



4.10 This Settlement shall be governed by the laws ofthe State of California as to all matters,

including, but not limited to matte¡s ofvalidity, construction, effect, performance and

remedies.

CONCLUSION

The Parties mutually believe that based on the terrns and conditions stated abovg this

Setdement is reasonable in light ofthe whole record, consistent with the law, and in the

public interest.

Daed: JulyiD. zooe

DI\ISION OF RATEPAYER ADVOCATES

Director, Division of Ratepayer Advocates

California Public Utilities Commission
505 Van Ness Avenue
San Francisco, CA 94102

Bob Burke
Director & Secretary

Brush & Old Well Mutual Water Co.
21103 OldWellRd.
Los Gatos, CA 95033

SAN IOSE WATER COMPANY

Bv: Ailb- Pil;il.*-l--
Vice President, Regulatory Affairs

San Jose Water Company.
I 10 West Taylor Street
San Jose, CA 951 10

REDWOOD ESTATES SERVICES
ASSOCIATION

Redwood Estates Services Assoc.
21450 Madrone Dr.
Los Gatog CA 95033




