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OPINION GRANTING INTERIM RATE RELIEF
Summary

Pursuant to Section 455.2 of the Public Utilities Code (Section 455.2), this decision grants interim rate relief to California Water Service Company (CalWater) for the Bakersfield, Dixon, King City, Oroville, Selma, South San Francisco, Westlake, and Willows districts effective July 1, 2007.  The interim rate relief is based on the rate of inflation as compared to existing rates for each district, will be subject to refund, and will be adjusted upward or downward, back to July 1, 2007, consistent with the final rates adopted by the Commission in the pending consolidated general rate cases.

We find it is in the public interest to grant interim rate relief to CalWater for these eight districts.  CalWater has met the criteria for interim rate relief set forth in Section 455.2 and in our rate case plan (RCP), by (1) demonstrating that it has made a substantial showing in its applications supporting a rate increase at least equal to the rate of inflation and (2) showing it has not been the cause of undue delay in completing the general rate case (GRC) proceedings.  The Commission’s case law supports granting interim rate relief in order to protect shareholders where the utility is not the cause of undue procedural delay.  No party protests CalWater’s request.  

CalWater’s Request for Interim Rate Relief

CalWater filed a motion requesting interim relief on April 12, 2007.  It states that because the Commission is not likely to issue a final decision on its pending GRC applications by the first day of the first test year, here July 1, 2007, CalWater requests interim rate relief pursuant to Section 455.2, effective on July 1, 2007.

In its motion, CalWater states that it has made a very substantial showing in its applications and the supporting exhibits and testimony that it is entitled to a rate increase at least equal to the rate of inflation, as required under the RCP.
  CalWater also cites to its pending settlement with the Division of Ratepayer Advocates as further support that the rate increase requests in the settlement well exceed the current rate of inflation of 2.4% for the 12 months ending in February 2007.

Next, CalWater addresses whether it caused any delay in a final decision.  The initial schedule set forth in the Scoping Memo called for the evidentiary record to be submitted and briefing completed by February 14, 2007, and a proposed decision issued on May 14, 2007.  CalWater states the primary reason resolution of the applications has been prolonged is that there were extensive, and comprehensive negotiations between DRA and CalWater that resulted in a proposed settlement on the vast majority of issues.  The settlement negotiations took longer than anticipated, with the final agreement not submitted until February 26, 2007.  In addition, CalWater and DRA submitted additional testimony and data in response to the administrative law judge’s (ALJ) requests, particularly with respect to CalWater’s Extended Service Protection (ESP) program.  The result of the settlement negotiations and submission of additional materials was that the evidentiary hearings were not concluded until March 28, 2007, approximately two months later than anticipated in the initial schedule.  CalWater states that the settlement negotiations were extensive and comprehensive.  Commission policy encourages settlement discussions, and the process was productive.  Based on these factors, it asserts it did not “cause” the delay in any meaningful way.  

Finally, CalWater states that granting its motion advances the public interest because it provides an effective date for interim rate relief to mitigate negative financial consequences arising from delay in processing the GRC applications and it fairly balances CalWater’s opportunity to earn a reasonable rate of return against the needs of consumers for safe drinking water at reasonable rates.  

No party protests CalWater’s motion.  

Discussion

CalWater is a water corporation with over 10,000 service connections and, therefore, falls within the scope of Section 455.2 and is eligible to seek interim rate relief in this GRC proceeding.

The criteria we set forth in D.04-06-018 for interim rate relief under Section 455.2 require that:

· the utility demonstrate that it has made a substantial showing in its application supporting a rate increase at least equal to the rate of inflation;

· the Commission determine whether interim relief is “in the public interest”; and

· the presiding officer’s decision address whether the delay in completing the GRC proceeding is “due to actions by the water corporation” and, if so, the presiding officer’s decision shall specify the utility’s actions that caused the delay and shall include a proposed effective date for interim or final rates.  (See Section III.E., mimeo. at 21)

On the first criterion, CalWater has made a detailed showing, both in the individual eight applications and also in the pending settlement, that supports a rate increase at least equal to the rate of inflation for each district.  

CalWater addresses the issue of delay by a showing that the procedural changes in schedule were the result of its good faith efforts to reach a settlement and to provide all evidence requested.  Based on this showing, we find there is no undue delay in the proceeding that would merit the presiding officer setting a different effective date for interim rate relief.  

On the last criterion, public interest, no party objects to the relief requested and CalWater has met the other criteria.  Therefore, we find it is in the public interest to grant interim rate relief.  

Therefore, if the Commission does not reach a final decision prior to July 1, 2007, it is in the public interest to authorize CalWater interim rate relief for the eight districts in this proceeding effective July 1, 2007.  The interim increase shall be based on the rate of inflation as compared to existing rates for each district, with the rate of inflation to be calculated using the most recent Consumer Price Index maintained by the U.S. Department of Labor, shall be subject to refund, and shall be adjusted upward or downward, back to the effective date, consistent with the final rates adopted by the Commission in this proceeding.

Assignment of Proceeding

John A. Bohn is the assigned Commissioner and Christine M. Walwyn is the assigned ALJ in this proceeding.
Comments on Proposed Decision

The proposed decision of the ALJ in this matter was mailed to the parties in accordance with Section 311 of the Public Utilities Code and Rule 14.2(a) of the Commission’s Rules of Practice and Procedure.  No comments were filed.
Findings of Fact

1. On April 12, 2007, CalWater filed a motion for interim rates effective July 1, 2007.

2. No party protested this motion or recommended a different level of interim rate increase or effective date for interim rate relief.

3. CalWater has made a substantial showing in its application supporting a rate increase at least equal to the rate of inflation.

4. CalWater did not cause undue delay in this proceeding.

Conclusions of Law

1. CalWater is a water corporation with over 10,000 service connections and, therefore, falls within the scope of Section 455.2 and is eligible to seek interim rate relief in this GRC proceeding.

2. CalWater has met the criteria established in D.04-06-018 for interim rate relief.

3. It is in the public interest to grant CalWater interim rate relief.

4. Pursuant to Section 455.2(b), the interim rate mechanism is subject to refund, and shall be adjusted upward or downward, back to the effective date, consistent with the final rates adopted by the Commission in this proceeding.  

5. This decision should be effective immediately.

ORDER

IT IS ORDERED that:

1. California Water Service Company (CalWater) shall file, by advice letter within five days, a tariff with the Commission implementing interim rates in the eight districts in this proceeding effective July 1, 2007.  The interim increase shall be based on the rate of inflation as compared to existing rates for each district (the rate of inflation to be calculated using the most recent Consumer Price Index maintained by the U.S. Department of Labor), shall be subject to refund, and shall be adjusted upward or downward, back to the effective date, consistent with the final rates adopted by the Commission in this proceeding.

2. Upon tariff approval, CalWater shall notify its customers in writing of the interim rate increase.  The notice will reference this interim decision and explicitly state that the interim rates are subject to refund and will be adjusted upward or downward back to the interim rate effective date, consistent with the final rates adopted by the Commission.

3. This proceeding remains open for resolution of the pending applications.

This order is effective today.

Dated June 21, 2007, at San Francisco, California.
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�  The rate of inflation is to be calculated using the most recent Consumer Price Index maintained by the U.S. Department of Labor.


�  See Decision (D.) 04-06-018, mimeo. at page 22.  


�  CalWater cites to the most recent Consumer Price Index maintained by the U.S. Department of Labor.
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