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BEFORE THE PUBLIC 'OTILI'rIES· COMMISSION. OF 'rHE STATE OF CALIFORNIA 

In the Matter of the Application of 
California Water Service Company 
(U 6-0 W), a corporation, for an 
order authorizing it to increase 
rates charged for water serv1ce in 
its Bear Gulch, San Carlos, San 
Mateo,. and South San Francisco' 
Districts in order to' offset the 
loss of revenue incurred due to, 
the mand'atory rationing plan 'of the 
City and' County of San Francisco, 
and, for authority to- establish 
balancing accounts in each of the 
four districts to accrue the 
effects of sales reductions in 
excess of the mandato:ry amounts. 
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Application 88-05-045 
(Filed May 24, 1988) 

-------------------------------) 
McCutchen, Doyle, Brown & Enersen, by 

A. CrAwt9Ad Greene, Attorney at Law, 
for California Water Service Company, 
applicant. . 

McCutchen, Doyle, Brown & Enersen, by 
A· Cx:~wfQ,rd Greene, Attorney at Law, 
for Dominquez Water Corporation, 
Suburban Water Systems, and San Jose 
Water Company; Brobeck, Phleger & 
Harrison, by Robert N. I.Qw):y, 
Attorney at Law, for California Water 
AsSOCiation; Steefel, Levitt & Weiss, by 
Mengrd G. Weiss, Attorney at Law, for 
California-American Water Company; 
Jo~ph F. Young, for Southern california 
Water Company; and Martin AR:amson, for 
Park Water Company; interested parties. 

Izetta C~..E. Jackson" Attorney at Law'" for 
the Division of Ratepayer Advocates .• 
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. 
This order adopts An uncontested stipulation bywbich 

California Water Service Company (CWS), the Water Utilities Branch 
and the Division of Ratepayer Advocates (WOB/DRA), and all other 
parties agree to the following: 

Background 

1. Pending issuance of an order authorizing or 
denying rate relief, or termination of 
mandatory rationing, CWS should be 
authorized to· establish temporary 
memorandum accounts to record revenue loss 
and related changes in water production 
costs due to- loss of sales caused by 
drought conditions in its Bear Gulch, San 
Carlos, San Mateo, and South San Francisco 
Districts.. 

2. Suspension of this proceeding pending a 
ruling by the ALJ or a motion to 
reactivate, or the issuance of a decision 
on rate relief in 1.89-03-005-, our generiC 
investigation into, measures t~ mitigate the 
effects of drought. 

CWS purchases between 85% and 100% of the water 
requirements for its Bear Gulch, San Carlos, San Mateo" 41ld South 
San Francisco Districts from the San Francisco- Water Department 
(SFWD). All of these dl.stX'l.cts are located on the San Frane1seo 
Peninsula.. On April 28, 1988 the San Francisco Public Utilities 
Commission declared a water shortage emergency and provided for the 
imposition of a rationing plan on retail suppliers, such AS CWS, 
which purehase wholeSAle water from SFWD. Based'on 1987 
consumption, the plan calls for a 10% reduction of inside USAge and 
a 6·0% reduction of outside usage. 

As a result of the SFWD rationing plan, CWS is required 
to reduce consumption by its customers in the four peninsula 
districts. By Resolution W-3404 dated" July 8', 19Se, we approved 
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CWS's proposed rationing plan. Customers are allocated from 70% to 

75%' (depending on the district) of their 1987 usage from Kay 
through October, and 85% to· 90% of their USAge· from November 
through April. A penalty charge of $2.00 per 100 cub1c feet (Ccf) 

is imposed for USAge over the allocated amounts. 
On May 24, 1988: CWS fileci Application 88-05-045, 

requesting the following for the four d1stricts affected by 
mandatory rationing: . 

1. Authority to increase its quantity rates 
for general metered water service in order 
to mitigate the revenues losses anticipated 
because of the mandatory rationing plan. 
Depending on the district and the 
consumption level, the proposed increases 
range from $0 .. 06·7 to $0.170 per Ccf .. 

2. Authority to establish balancing accounts 
to accrue the effects, if any, of sales in 
excess of or less than the mandated 
rationing amounts • 

WTJB/ORA filed.· a. Protest and. Motion to Dismiss the 
Application. Public participation and evidentiary hearings were 
concluded on February 10, 1989. 

On March 8, 1989 we initiated a generic investigation 
(I.89-03-005,) into measures to' mitigate the effects of drought on 
regulated water utilities, their customers, and the general public. 
'rhe order instituting investigation (011) specifies a numl>er of 
subjects to be addressed, including "the need for conservation and 
rationing plans" and "the need for and magnitude of rate 
adjus.tments to accommodate utilities' increased conservation 
expenditures and sales reductions." (OIl, p. 3.) As. a Class A 
water utility, CWS is requir,ed by the 011 to report, among other 
things, "'any additional informa:tion which would be helpful in 
understanding each company~s or district'8 water supply status for 
1989, including proposed mitigation measures for those with 
projected shortages.'" (011, p. 5.) We stated in the OIl that, it 
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would be appropriate for water utilities affected by rationing to 
make filings in that proceeding requesting offsetting rate relief 
for the accompanying lack of sales, plus authority to establish 
memorandum accounts to accumulate the loss of revenues pending a 
decision. 

On March 14, 198-9, the date set for filing of concurrent 
briefs and submission of A.SS-OS-04S, CWS and WUB/DRA advised the 
Administrative Law Judge (ALJ) that due to-the MArch 8,1989 
initiation of 1.89-03-005, the possibility hacl' arisen that the 
parties, would reach a stipulation on issues relative to the 
investigation proceeding. To give the parties time to' explore the 
possibility of reaching a stipulation, the ALJ stayed submission of 
ArS8-0S-04S. CWS's brief was filed: on. March 14, 1989. 
StipJllation 

On March 31, 1989 the parties filed' the following 
stipulation: 

·S'l'lj'VLAUON 

"'rhe Staff, CalWater and Interested Parties of Record 
(collectively, °Parties') have entered this 
Stipulation on the basis that the elements of this 
Stipulation are not severable, and that all elements 
of this Stipulation be adopted in their entirety 
without modification. In addition, since this 
Stipulation represents a compromise by the Parties, 
the Parties have entered into this Stipulation on 
the basis that the Commission's adoption of this 
Stipulation not be construed as an admission or 
concession by any party regard.ing facts· or law in 
dispute in this proceeding. Furthermo:e, it is the 
intent and understanding of the Parties that 
Commission adoption of this Stipulation will not be 
construed. as a ·precedent or policy statement of any . 
kind for.· or . against the Parties in any current or 
future proceed'ing~. 
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~Xn reaching this Stipulation, it is the intent and 
understanding of the Parties that subsequent 
decisions in this proceeding will be guided by 
determinations of whether rate relief drought 
mitigation mea8ures are appropriate and of the 
parameters, of such measures, if any, in the 
Commission's investigation into measures to mitigate 
the effeets of the drought on regulated utilities 
(I. 8'9-03-005) • 

"Subject to- the foregoing, the Parties- hereby 
stipulate as follows: 

"1. The Parties stipulate to the establishment of 
a Memorandum Aecount commencing promptly to 
record the loss of sales revenue related to 
drought conditions in CalWater"s Bear Gulch, 
San Carlos-, San Mateo and.' SOuth san. Franeisco 
districts under the following terms. and 
conditions: 

"A. The Memorandum Account in eaeh district 
will provide a reeord of sales revenue 
loss (or gain) by a calculation of the 
difference between recorded sales and the 
most recent Commiss,ion adopted sales in 
said~ district from time to time minus 
reduced water production costa related to 
such sales reductions. 

"B. The recording of sales revenue loss (or 
gain) in the Memorandum Account in each 
district will terminate upon the first 
occurrence of any of the follOWing 
events: 

"'( 1) 

"( 2) 

the termination of the mandatory 
water rationing presently imposed' on 
the Company by the San Francisco 
Water Department; 

the issuance of an order in I.a9-03-
005· or in this proceeding denying, 
rate relief for 10s8 of- l:ale8 
revenue xelated to drought 
conditions; ox: 
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"(3) the commencement of rate relief for 
the Company for loss of sales 
revenue related to. d:cought ' 
conditions as authorized' in or 
pursuant to 1 .. 89-03-005· or as 
authorized in this proceeding .. 

"c. A determination of the amount of drought­
related rate relief, if any, to be 
established in each district and to- be 
applied to- the respective Memorandum 
Accounts shall be deferred in this 
proceeding until there has been a 
determination of the need for such rate 
relief, and the parameters, if any, 
thereof are expressed', in forthcoming 
Commission decision(s.) or resolution(s) 
in I.89-03-005. It is the intent and· 
agreement of the Parties that unless 
X .. 8.9-03-005· fails to provide parameters 
for rate relief for loss of sales revenue 
due to- drought conditions, rate relief 
shall be authorized or denied (as the 
case may be) in this proceeding using the 
same parameters established in I .. S9-03-
005-, taking into account the accruals in 
the Memorandum Accounts and any rate 
relief received by CalWater for loss of 
sales revenue due to· drought conditions 
in or pursuant to· I.89-03-005. 

"2. The Parties further stipulate that on the 
effectiveness of an order by the Commission 
implementing this Stipulation, this 
proceeding shall be suspended pending a 
decision by the ALJ to reactivate or a motion 
to reactivate to' be filed by either Staff or 
CalWater. In addition and in any event, 
within 30 days of the issuance of a decision 
or resolution in I.89-03-005·, the te:rms of 
which establish the basis for rate relief (if 
any) in this proceeding as provideci in 
Paragraph 1 (C·) above, calWater shall f11e a 
motion to: reactivate this proceeding 80· that 
appropriate rate relief, if any, may be 
authorized .. 
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"3. CalWater shall withdraw without prejudice its 
request for a balancing account~ If 
balancing accounts are authorizeQ by the 
Commission in decisions pursuant to I.89-03-
005·, then CalWater may reinstitute in this 
proceeding its reques·t for a balancing 
account consistent with those decisions. 

"4. The Parties further stipulate that in light 
of this Stipulation, CalWater shall file a 
request to withdraw its brief filed MArch 14, 
198:9 and shall n9tify all Parties. of said 
request .. 

"5. This Stipulation shall be null ana void 
unless a Commission or der apprOVing it in 
its entirety becomes effective on or before 
April 26, 1989'. ~ 

CWS acknowledges that if rate relief is to be applied to 
the memorandum accounts by future action, each account is subject 
to a verification aud'it to be performed by the Commission. 
Discussion 

Our Rules of Practice and Procedure (Rule 51.1) require, 
that the settling parties convene a stipulation or settlement 
conference with notice and opportunity to participate provided to· 
all parties.. By motion filed pursuant to Rule 5·1.10, a waiver of 
this requirement is requested. Since all ~rties join in the 
proposed stipulation, and the public interest will not be impaired 
by the waiver, the motion will be granted .. 

The parties believe that it is appropriate to defer 
resolution of this matter until we reach a decision in 1 .. 89-03:-005-. 
We agree, since the investigation will address the very problems at 
issue in this proceeding on an industry-wide basis. 

Mandatory rationing has :been in effect for CWS's 
customers in the four peninsula districts. since July 1988, and­
sales in those districts are currently affected by drought 
conditions·. Since we are suspending this matter, and there- will be 
a lapse of time before we reach a decision in X.89-03-005o, there 
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will be additional delay before CWS's request for rate relief is 
either approved or denied. Under these circumstances, memorandum 
accounts as proposed in the stipulation are justified'.. They will 
allow the possible recovery, in a future order, of revenue los8e$ 
that may be incurred' beginning with the effective date' of this 
order and continuing while 1.8:9-03-005 proceeds-.. Because of the 
prohibition on retroactive ratemaking, CWS would not otherwise be 
entitled to recovery of any such revenue losses.. The provision for 
memorandum accounts is consistent with our discussion in the order . 
instituting 1 .. 89-03-005·. By authorizing memorandum accounts,. we do 
not at this t~e make a finding on the merits of CWS's request in 
A.88-05-045-. 

The stipulation provides that the sales revenue loss (or 
gain) to be recorded· in the memorandum accounts will be based on 
the: difference ):)etween recorded sales and the most recent 
Commission adopted sales. We note that CWS's South San Francisco 
District is the subject of a current general rate case 
(A .. 88-04'-075·) in which sales will be considered. The ALJt-s 
proposed decision was· filed and' served on the parties on March 22, 
19'8:9'. We intend that as of the ef,fective date of tariff revisions 
filed pursuant to a decision in A.88-04-07S, the ~most recent 
Commission adopted sales'" will mean the sales adopted' in that 
decision .. 
Fi.ndinqs of Pact 

1. On April 28, 1988 the San Francisco Public Utilities 
Commission declared a water shortage emergency and provided for the 
imposition of a rationing plan on suppliers such as CWS which 
purchase wholesale water from SFWD. 

2 •. As a result of the SFWD rationing plan, CWS is required 
to' reduce consumption by customers in, its Bear Gulch, San carlos, 
San Mateo:, and' South, San Francisco- Districts. • 
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3.. By Resolution W-3404 dated July S, 1988 we approved CWS'8 

proposed rationing plan which provides allocations of 70% to 75* of 
customers' 1987 usage from May through OCtober, and 8S'~to 90% of 
the usage from November through April. A penalty charge of $2.00 
per Ccf is imposed for usage over the allocated amounts .. 

4. Sales in the four peninsula districts are currently 
affected by drought conditions. 

5-. On MArch 8, 1989 we initiated a generic investigation 
- (I.89-03-00S-) into· measures to mitigate the effects of drought on 
regulated water utilities, their customers, and the general public. 

6-. We stated in the OIl that it would be- appropriote for 
water utilities affected by rationing to make filingB in 
I.89-03-00S· requesting offsetting rate relief for the accompanying 
lack of sales-, pluB authority to establish memorandum accounts to 
accumulate the loss of revenues pending a decision .. 

7.. I.89-03-005· will address- the very problems at issue in 
this proceeding on an industry-wide basis. 

8.. On March. 3:1, 19'89 a stipulat10n was f11ed "Y which the 
parties agree to· the establishment of memorandum accounts, subject 
to terms and conditions which include suspension of this 
proceeding_ The complete stipulation is reproduced in the opinion 
section of this decision. 

9-. 'rho stipulation was siqned by all parties 1n this 
proceeding and is uncontested. 

10. A waiver of the requirement for a stipulation conference 
will not be impair the public interest. 

11. There will ~ additional delay before- CWS's request for 
rate relief is either approved- or denieei-. .. 

12.. Memorandum accounts as. proposed in the- 8tipulation are 
justified·~ 
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13. Because of the prohibition on retroactive ratemald.nq, CWS 
would not otherwise be entitled· to recovery of any revenue ,losses 
incurred as :C.89-03-00s.. proceeds that might be authorized by a 
future order. 

14. By authorizing memorandum accounts, we do not at this 
time make a finding on the merits of CWS's request in A.88"-05-04S. 

15-. The disposition of monies collected by CWs. thJ:ough 
penalty charges which were· authorized by Resolutions W-3404 and 
W-3412 will be resolved in I. 89-03-005·. 
Q9nclus ions Qf Law 

1. The proposed stipulation should be adopted. 
2. The motion for waiver of our stipulation and settlement 

rules should be granted. 
3:. Resolution of A .. 88-05-04S should be deferred. 
4. Since mandatory rationing is. already in place in CWS'8 

peninsula districts, this order should be made effective on the 
date it is signed • 

S·. The disposition of monies collected by CWS through 
penalty charges which were authorize~ by Resolutions. W-3404 and 
W-3412 will be resolved in 1.89-03·-005. 

IT XS ORDERED that: 
1. The proposed stipulation is adopted". 
2. California Water Service Company is authorized to 

establish memorandum accounts for its Bear Gulch, San CArlos, San 
, '. 

Mdteo, and South San Francisco Oistricts· to record the loss· of 
sales revenue related to· drought conditions in'accordance with the 
terms and· conditions .of the stipulation .. 

. 3. Each.memorand~ account shall be subject to a 
verification audit prior "to, the authorization of rate relief 
applicable to, the amounts therein • 
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4. The motion for waiver of our stipulation and settlement 
rules is granted. 

5. This matter is suspended in accordance with the 
stipulation. 

6. The disposition of monies collected by CWS thr~ugh 
penalty charges which were authorized by Resolutions W-3404 and 
W-3412 shall be resolved in I.89-03-00S. 

This order is. effective today .. 
Dated April.12·~ 1989', at San Francisco" California. 

G. MITCHELL WI:LK 
Presid.ent 

STANLEY W. HULETT· 
JOHN a.. OHANIAN 

Commissioners 

Commissioner Frederick R. Duda, 
being necessarily absent, did 
not participate. 

Commiss·ioner Patricia M., Eckert 
present but not~artieipatinq • 
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.. .' 

13'. Because of the prohibition on retroactive ratemAki.ng, CWS 

would not'otherwise be entitled to recovery of any revenue 10s&8s 
incurred as I. 8:9-03-005, proceeds that might be authorized a 
future order. 

14. By authorizing memorandum accounts, we do no at this 
time make a finding on the merits of CWS's request in ~.SS-OS-04S. 
COnclusions of Law 

1. The proposed stipulation should be adop d. 
2. The motion for waiver of our stipulat n and settlement 

rules should be granted. 
3. Resolution of A.8:8-05-04S should deferred. 
4. S'ince mandatory rationing is alr dy in place in CWS's-

peninsula districts, this order should made effective on the 
date it is. signed'~ 

IT IS ORDERED t.hat: / 
1.. The proposed st.iPulatln is adopted. 
2. ice Company is authorized to 

establish memorandum account for its Bear Gulch, SAn Carlos, San 
Mateo, and South San Franc' co Dist.ricts to record the loss of 
sales revenue related to- ought cond'itions in accordance with the 
terms and conditions o,f he stipulation. 

3. Each memoran account shall be subject to a 
verification audit p or to the authorization of rate relief 
applicable to· the ounts the:ein .. 

4. The motdn for " waiver of our' stipulation and settlgment 
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. ~ /, .. 
~ 

.5-. This matter is. sus-ponded in accordance 'with tho' . 
',' stipulation.. . " /' 

1'his order is, effective: tOday.. , /".11 ' 
. Dated AP2:1 2' 1989 ,.at San Francisco CAl.ifornia. 
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CHELL WILK . 
President 

ST EY W. HULETT 
ioN ' :e. OHA.NIAN 

Commissionors 

Commissioner Frederick It. Duda 
being' necessllrily absont, did 
not participato,., 

Commissioner Patrieia M. Eckert 
present but not participating. 


