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Sl1JDailry of Decision 
• ~,', • ~ .~ ;- ~ F ~I ( -' . ~ c· :-. -~, ! l ~~; ~-. 1:;: 1 '-1 ( / '~~ ~t ! ~ . ~ ; ~.! - . :;: :' ~ ~ ',::' J 

'{{~ ~o C'd ('.:'rne" Cororoiss.i()n,a~thor,+~e~,< ~,al~~orn-+a,i¥Iertc~r ff~ter 
Compa,I:l¥i (~{l~~) t:,C~JifQ,rl)~a.,!ic;lter, §e,rvip~ <;()znl?a~r: (S~~W~~Tf~ ~ifSi;ln. ,',-,: 
Jose Water; ,Company)(S~C),a.nd, Gr~at .;q,~};:s WateJ: ~<?!;t1~,'m¥:,(GF~at,~() l't. 

Oaks) to implemeJ)t a, su~charqe to recove,r, rev~nu~, ,lo~~es" 4\l~., ~<?~, ',"',', 
mandat()ryratio,ntng. . Fj ~.:i, c'o' f, j ,i 

,,;The Commission: also orders the utilities ,to use the fines 
,,~-., , •.•• - '"~- ~ . ·~'~i .:'. -', l .: .. ~~~ ..... ',.,:~ .>I!i_:!Ji~J"'... :_I_·,~.·,i:J i;' 

cO 11 ected.! rO,m, cu,s tom~:r;,s for us ~ng more ,th~ n );,heir ; ~,~ l()tn~~n,~ _ 0 f, ' , 
.; - L - - • - L - - . _J • ~- '- -' <.... -_ " . 

wa,ter :during~ ratioJ)ing t() offs~,t. r~,'fenue ~()S~E?,~; ~u.ring ratiqni,.~g., 

and fin~,s" COllected by, the util,iti~s 'wholesaler~" and to refund 
any remaining funds to the customers. 

In, addition, "the Corrunission concludes that water 
u:tilities shou~d receive an expeditious authorization to implement 
mandatory rationing during. future periods of water shortages. 
Accordingly, this order requires.expeditious·processing of utility 
requests to implement mandatory rationing. , . 

Finally, this decision orders all Class A' water utilit,ies 
to, file, an application containing a water manage~ent.prog~am. This 
application may contain the utilities pl~n to; recover conservation 
related expenditures and/or receive protection from water salt;!s, 
fluctuations. Guidelines for an effective water management program 
are established in this order. Utilities who wish to pursue 
recovery. of amounts accumulated in memorandum accounts established 
either on July 18th or in the course of this 011 and continued 
after this date, must file an application containing a water 
management plan no later than 90 days after the effective date of 
this order. Class A Utilities are ordered to file,applications 
containing water management programs no later than 90 days past the 
effective date of this order, unless the utility can show that such 
a program is not needed or unworkable. The applications are 
intended to 'establish incentives to conserve water supplies, to 
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remOve disincentives to enc~Ur~9~r)r~d\1~~af consumption and to 
increase long term conservation efforts with regard to California's 
long term water supplY and demand outlook. n{,r:r~i<j J0'llf,";'! 

'j '.·Od Ju1:y" '18th"fhe' 'cbJurt'issi6n' i i~sUed 1an:, oi=der'Ja I i'owing any 
wat(4i?utility:';~h6) mAy' ~lSh to; r'ecove'r! fhe{'~6sts (ot"'conservati6n '"f' 

efforts t6:\~st~bllsh Ac:rtt~in.orAh'durh·"ac<:ohnt to·'triJ.(:~k{both'direct: ',:',L 

conse~vatJ.6n' e>tl>ehS~fr'and"to ttack the··difference~fibet.weenf c i ,l."r ... 

forecasted water sales and actual water sales. /Un6l.u\t§ 'a:ccumUlated 
ii1:th~s~' mern6rarldufu ~tbb~hts'dAtiiig; "no ~a~lier; thiu\ fheJuly 18th 
order ' Ar~'! coilsid~r~dinlhj~6t to -recovery' 'in "'hole; or; inpbrt:·, 'j:" ~ i. ~.y' 
pend'i rt9 'cbriUhls'dltul' ~pprovai 6f' "the . wa6~i-', t.i tl i i ty" S ., ~a fer~' maila'getnEHlt " 
plan:,': Wate'r; u;tJ.lities who' h'Ad est~biish'ed lheni6randuriC accou'ilt's' !, 

prior to July 18th pursuant to Coinfllis~ion 'orders i'n' the course "6f .', 
this drough'tprocE!eding Are' .:hlthok"ized t6 'continue those: accounts. 
Am6unts in' these latter accounts not dispOsed of in 'thisproceeding 
will also be disbursed pursuant t6approval'of a utility 
ap'pii~ation coi1tcililing < art acceptable water mana.'gement; plan'" '. 
Guidelines for appropriate water inanagemerit,'plans are established 
in hhis order,' <' 

At t'hi~ time I the Commissioh' also' advis'es' water utilit'ies 
that adoption of such' balanc ing and/or memorandum' account treatment 
which would eliminAte va~iations from the' forecast' 'should' have the 
effect of reducing the risk of investment in t'he 'water utility.' 
Accordingly, in reviewing the water management plan we will also 
consider whether a reduction in that util'ity's rate'o£ return is' 
warra~ted to reflect this reduced business and financial risk. 
Furthermore, before allowing recovery of any amounts recorded in 
these accounts between the date of either July 18th o~ this 
decision and the approval of the water managen\ent plan, we will 
consider offsetting against such rec()v~ry an.amourtt to reflect a 
reduced rate of return. Alternatively the Commission may allow 
recovery of only a portion of the recorded interim amounts inli9ht 
of presently authorized rates of return. 
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Backg~,o.~!l~ [} [;(cn ::<>.~:J.' ~.: ;;; ': ~.:; i'. ',,' ~Yj'.i • ,c,,"~ ii'::' i j r' -; ,,:t '-"Ii i~. ,,".J' ,';,.1 I!,;, ;-u) V ~~,'~' 
california beg~,l,l, ~~e .19.8? ,¥~~~~ yera!; f~qi.n9 tp$. prpsp~c,t ~, 

• '-:. ..... t·_J/.-._~ -'_~.\~" ,,1 :.-...J~~ ~:_~J .. }~r .!~-,'I .. ' ;.;~1I"> 0;.- '"' n'J (-{ ~.:~~:):I~~'> ". 

of ~~Y~lr.ft)l'r'f\n?~ f,_~,!1?f;~a9_~f !~W; a, :f.?~s~};~.-, "?~: .,~J:Ini:~ed; c~f"~~~~p! ~~.rlon ' 
during 1,87 .and 1988. ,. water rationing was imposed in cert~iJl " 

::'_,1~_-!tf .... {t).:,,--_~:-; f~·--.:..;_~~~(_·J,;':~ .,->.~ '~',' '~:t}-: J~=.'J ;/tc·"Jt_·.~~;l~-:--~ tl~:~'~· .'::'")~'}J It: JJj ·.1Jf~; 

counties., ,TherefQre, on March 8,.1989, the commJ.ssion on its own 
.l_~·_}_':~)..!:';c;.l~"'~~~~.~i~:.: ;.-;;!. ,:-._:.liL::' .. ~~-t;;~--l' .. -::"~ fl! }}-··'.·};-;C~~.~ .:~fl·~:-:)-~C, oJ c.~-tllr}-:'-!·_)~jfJ 

notion issued anor_Qer, lnstituting Investigation. (I~) 8?-()3-()05 
~~~~1.~ .~,:iiitl,_,_~ .. -f~~~. \' ;': :~. ~;:';:~, .~(; fi:~">~ ~ :.~"".-'~.-(:' ~;l{;" (Jj ~):~t) ~:'.:,~~·:{l"):.J:.~::; 

. into ~ea~:>u~es, _to .. m,itiga,te the ,effe,ctso~ drought. ~n regulated. wa~er , 
j~~} L'~ll_~J")-~;_L')f~'~~ ~'.- '-.1 _~Jl.'~ __ .~ }, -_~~,_:, ;:.·"1 , ~s:"'~"·;'.:> (,:·,;f:;-. ;f(~!;""-;'f' .~,~,') 

utilitie:;/~ ~heir~'-1S;tomer~", and the general public. All wa~eF" ."-
;t ...... ~ ... <'J :;:l:i' ~ ,,'.,' >."' ,;; ;r,~' ".- .'," r-;' ... ';'; ~: .. J - j.l:-:~i!_ .l:"3.1. :~:-~:,,"'. : -6~ 

uti~i~~es,s.u,Rje~t, to .~he .(;_q~issioJ1/p j~risdiction ~er.em~de . , 
'-1_- ~-'_;::""- ~:~ __ ~_"~ "./·i.' ~J'; • ::~, '_~ ' .• ·J.f'::' . __ .: .~' -. ~ - .1 ~. \ - ~ .' ,~-~. t',.~ f ,1;;.: ·t: 

respondents to the 1nvest1gat10n. . . ' ._ 
i • '.." •••• !':1rt-,r)~j:"":~'::;r{ :~~f~':; 

", ' .. ' . ,Th,e. GOrnm1~S10.n or~~red responden,t ut111t1es to, prov1de 
.'.: .,:;?.~:.;.. ..!.(J <'",-.'~: .'-:- :.j;,"" .i:' ~. ~.'" __ : "_ •. ~",~.,;: ';_.~."~ ,,'.":'" ~'/~ ~.",~;;",--

the fol10wing,.in(9.rrn~~ion rega~ding water su'pplY and conserv~ti()n . 
~ , , ! . ~ ",..' ~ 1'· ; :'.' " ,., :,' : ~ .. , ,;' ? ~ _..':'. '~ r;. '-, .' .,. . '.~' ~ ;' . f· -_).. ./.... '; -..: .~~ r ~ '.~ 

efforts to the waterUt11ities Branch (Branch) of the 'comm1ssion 
' .. ~ j - ~ ~~, ; :~~ r_ =-! ,~ ; _ ':~i ~ r:::: ;, - ~ , '.' " t _ ~ ,. , ." . " ,~. . .': -, ;. :- i . . ' '. ~, -,' 

Adv isory ancl. CO,IllP\i~n~e oi vision: 
'. -'. a~: ',wh~t;hel;' special conservation or 'rat~~n'ing'. ~" '.' 

• '," "'J: e"fforts will be heeded 't:on\eet demands; ;1 i:" ,.1; <: 
during the coming dry season. ... ,';,f· . , ", ,',.y 

'/. h.' :The p~rcentage ot 'h6rnal dema'rtd that cart be 
-,. ;me~.by expected supplies during the coming 

dry season. 

" Co". The nature of any additi~nal supplies wl)ich 
could be developed and the extent to which 
th~Y c6'uld h~lp meet n6rmal dem'and ~' . , . 

d. "Any ,additional informatlon.wqich would be . 
helpful in understandiJ'lg each company's or . 
district's water supply status for 1989, 
including proposed mitigation measures for 
those with projected shortages. . 

Most respondents furnished the necessary information to 
Branch. The responses are summarized later in this opinion. 

As a result of rationing by counties, certain water 
utilities or;distrlctsof. water utilities had to impose mandatory 

., . 

~ater rationing on their customers. The water utilities which had 
to impose rationing requested rate relief to offset the impact of 
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revenue losse~ due, to. rationing_ The water utilities made ft Hifi1P):I1:', 

re~~:~t(Jr1i~~~. la-~{l'i~~~i~'~'~ ·(;th'~f.. tpit/cefidiriiff1~'}~ ,;-c,. ,',l' (~\ 
il; >i~}r~s:'p'~n.~~ 't~' 's'~hhl;i-e'~~st~," th(e <CHfulni~sionf'a\;thdri~e(f ;,:, 

theutiltVi~~::~ith 'm.ai1d~t~ry""~atlriKlrit.rtoi~ek'"t~bli~t{ hJItitfra\rt'du\n F,j fl: ,;, 
f'~~·~() .:::~::;~ f;~"'- :'-••. 'i~ -'-;'.~.- . • ,~."-.J (.,.,\'.! .- ..• ~J ~~-, -~i-...,:,.-t- .. : '1::f~ ·~->'-~r'-~"'":;"';-~··:I:· ~ ,-'.-"';"-~!';'_-.'} 

accoun_~.s. tp af!~rl-lechanges .1n revenue, 'sales, "'and sales~r'elated",·1 '. 
'_":'~J\ .• "'.>~f:- ~ .. ~:. 1 .. i.. -: tl'.-~~ ;'~~~.:f.;;-C~'t.,:; 0 ,~f"_'~.' fr ~ r~': .• -,;)<".~-j ('j, f~.· 'I' ;~ ,-,,-,; '.-

expense~ due t.o the imposlt.10n of mandatorY ratloning. The'·" 
co~¥~~i~~,ra'i~9.'·6rdere~'th~t the ~etk)dOlogy'6i :cacicuiatinq'-th~ 

; -~ .;'.~ . , ~ .. ' f·.. - . '"'" .. _ . ~ > .'; ~ • " , : ... ,"-

costs and ,terminating the menorandum accounts, procedureS fot' 
placing co~t~ :i-~to jr.it~s',' a~d rel~t'ed i~sue);'sh~li' be. a'ddl=es1;~d' 'i'n " 

• ~ <. ~ • ; : ••• " .:~. ': \' •. c ; • 

this proceeding. ..' _ 
. - ~ ~,', -( ') ,-'''' ", . , __ r .' . ~ f ' ~ .' .. ," -. -',' - ,- : _ . ~ :. - _. _ ( ~ _ ,,'.. ,-' .., .. ~ .' 

.. ' Thi's' proc~'e'd>ing -involves' two mclin' d~b:igories' of 'issues. 
The 'fii-if ~ategory of' 'i;;'~~es' d~alJ ~ith;~ab~:i'~sJpPl~;'~hd';'''''; ~ 

~ ~ .~ ',,-: ~." { . _ '~. ~ - :. ,: • f'· - _ _ : :' -.: :..;- • , -; : -:.; ~; .. -~ :;. > ~ _ .. ' -, "; : ."; r L '. • 

conservation efforts, and'the second category of issues relates to' . 
the recovery of ,conservation-related· expe'ri~~~ and teVenue loss'es' r ' .. :: ' 

due to rationing. We will 'discuss each category' separately. 
Hearings and Workshops 

Evidentiary hearings were~eld befor~Administra;tive Law 
Judge (ALl) Garde on June 20 and 21,'1989 in Los Angeles and on 
June 26, 1989 in San Francisco. 

DUring the hearings, parties discussed Branch's'proposed 
method of terinii1ati~gthe memorandUJil'aCc,6urits and tAte' recovery for 
affected utilities. Parties agreed that the details of Branch's 
proposal should be f6~ulated in a'worksh6pattended by 8ranch and 
water utilities. Parties also agreed to discuss the following 
issues in the workshop: 

a. CalHat.er and SJWC's proposal to create 
balancing accounts to mitigate the effects 
of rationing on their earnings during 
futUre droughts, and 

b. The disposition of drought~related penalty 
monies collected by CalWat~r tor its San 
Francisco-Peninsula Districts. 
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i'~,'; 1 oi',~"'i Tll~J(oKk~h9P .w.~~: J~e,l~,ol1: l~\lgup~. ~I:l J .. 9,ll?c";(i '1')\' j)j o:;WY.'J·; ,~,c r; 
j";,, O.n .9.Qtph~X;,~4/: 19.8?,,-,l}r<\nph' ,~n~" p~J'ti:e~;_.~tt;~Fding "t.h~ cd ~-fi-' 

worksJl_oP~Lfll:~~d.a fjQ.in.~ ,~~hiJ?~t ,()u~,l1..n~ng;J~q~lr: ,~r.~as, ;~l-, ,~gr~~Jl1~~~j{);: 
and disagreements. FUrther hearings were held on ,J,(V'\~H\ry, 2.~ t; 1~~9Q}:;i, 
to add,ress, the, 4.i::s_agl;~ern~nts.,'f'-:.f.·,t, }(""",:'::'i,j::: "S'''" ,;'.:,.-,; 

1~ :~ ,:;' Du.riJ)CJ ,It.e~}::ingf;lc~~WC, an~ ,~alwater.r~~s~~ {~p~ . f9~,1~win9~IJ':-
additional Lis.~ges.:;,-,:- [;" : ":, :' " ",','; ':')(,'j"f'! '; ).,:);,jl<',[\" 

a. Compensation for sales ,lossdue,t(): re~~d!l~};, \',; {;, p;;' :', ' 
conservation. . 

_'j • •. ! ~/ f ~:~ : j; • --." 

';'1>.., <=ompens.atJ~n ,(~r ~,incr~as,~~ e~pe.ns~,i.rCl.!rr~d ,- ':', ':<:: 
d!l~ to. change "n supply .ml.?,. " _. 

'I. - _. )-.;; ~,.':. ~{;,l ';':_, ·S{-, ~ r i'~ _.~-. ,.--~+.~ 'r-:'::"" :,-:-". . ~.:}. ~,- _ri~:-·~~~' ;.:-t:~'~: : ) -~: ;:: -;L:r/~ 

addressed An th"~ sec<?nd phase .of, the pr~ceeding and th~t;., this phase 
0(, the pJ;oceeding wi,!l ',address the following follr r.aternaking,c,,: _0:;;; ,;~\ 

a. Disposition of drought-related fi.ne~. ,',; , 

· b. Recovery Of revenues lost dUe to r'atio'nirtg • 
. ' ~ c. 

d. Conservation expenses. 

The hearing on the disposition of drought-related fines 
was held orr February 14, 1990 in San Josea.t the requE!st of the 
santa Clara Valley Water DistrIct. The first phase of the 
proceeding was sUbmitted upon receipt'ofcortcurrent briefs on 
March 13; 1990. 

OVerview: water Supply and Conservation Issues 

DroUght 

f. :-,. i 

DUring the 1988-89 rainy seasortl precipitation was mUch 
less than normal. Consequently, reservoirs statewide had only' 66% 
to 80% of their 'storage capacity available for Use in March 1989. 
By April 3, 1989; drOught conditions no lohgere~isted'north'of the 
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sacramento River Delta~ amf northerii~(CallfbrnUl ihad':aireadY" received 
up to 95% 'Of' iib;~h'oritia'r; 'seaionar::t'aihfall"t J In 'the"cehtral.i and 
s6u\:fiern"Si'er~a/ 'wat'ei: =atjendie's s'till 'il:nt1bipate:d' ia -tight -~sUpPlY ;;1'~,' 
duePeO' 10..J rairifall(" :'f::i";"','-:l::;~ ["'11 '.;::,rLhr(-; .);;,' 'J:(L",':r!; :'dr 

There were significant shortages'jin"the~'-Cer\traij Coast};·, C7 

c6uritl~gl 't'ibm 'san :prilrtcisco<,rtosilrtta' Barbarii'.' ii 'Th~E! ral'so"'was a 
shortage of surface water in the San Joaquin valley/which 'was~{'ti;;j, 
being allevfa-t~d' by' pUfl{Hrtg 'gr'ound :Water'." ",;, (',"T ',') . , 

~,~ -:; _~. >'.j ,1..1-~-::~.f.<.;,. 

Southern California had an adeqUate supply because water 
from the colora(1o'Ri ver-,': a'" maj or' '~souj:ice' ;,0£ :watE!r'-f,6r:the ·ilis 

~.~ -_. -; -; ~."- 'I- f -, Ii f" ~-- -'-1"'-(;'] .., ~ <)[:. 

Angeles-Orange county area,' 'had 'not- 'yet' 'be~ri '-reduc'ed by Arizona I s 
use of its' sha[t~ of "the ~co'lor~do Ihver' Basin tuh6ff.'·'" :'.,:; 

, ;. since most of 'the' sinalleF \oIaterc6mpa)1!es are ndt;- ":." 
connected. . to' -the large wate'r»pr"oJects", 'they ;do'not benefit di'r~ctly-
from statewide supplies. 
had adequate supplies. ' 

The majority are on wells and generall~' '" 
1 ~ '- : 

As .of April I, 1989, rati(mingmea~ur~s -were in effect on 
the Monterey Peninsula, with a planned 20% reduption in water use, 
and in the santa Clara valley.Th~city ~f's~n'F~a~'cisco ~ontinued 
to require rationing by utilities to \.ihich it selis \.iholesale 
water. 

Branch first surveyed al,l r~gulatedwaterutilities in 
mid-198B to determine their water supply status. At that time it 
was found that about 3% of the water uti;lity:systeFls were expected, 
to have serious problens, and if there were an unprecedented third '" 
dry year, Branch estimates that about 13% of the systems would have 
serious problems. 
utility Responses 

Branch received 113 responses to the questions inclUded 
in the 011. certain responding utilities with multiple districts 
or systeI'\l~ provided multiple responses. utilities' responses. to· 
questions regarding whether a utility. would need special 
conservation efforts and what percentage of normal demand it would 
meet are summarized below. 
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i,';',,'" """'{jtility\'cia~~r"~':' ,i'<)U(;f~" 
_ . f < ~ \ ,. --'_~ I :-~ f!,1 \~,4._;J; ;-~,;:} F·-_f.:~ f~) L· Jl1 :}? 

:!L: Total 
.J -.-

,"., ,i':'-- ; _~~·.·~·i~i,.r~1 ',-, speoial" Efforts Regui red ~) (Q. 1) 

Yes 16 1 2 
36 

i' ;:l,'!'i,' 20 ,! ",~; 

,'(; N6 '" J :; c, ,:' ; , , 47, 7 ':3': 93 

", .... , , ,. ~ :: ..:; . ..' 
Bel()!,/ 70,% 
71"..!.75% 
,76 r ,~i 89% ,,' 

" ", 9,Q" -, ?9~ " : " , , '" 100% and above 
No estimate' ' ,,' 

, i'(Q. 2) 
: 

0 
7 
1 
0 

54 
1 

() 
0' 

,,() , 

1 
7 

,0 

() 
'0 
O ' , , 

,0 
38 
o 

r 1: .- ~ 

() ,,' 
0' 

','0 ,.' 
o 
~3 

l' 

NOTE: MOst l' .. ~sp6ns~s to" the qUes'tibns 
regarding: the need for additional supplies were', 
in. the form nNjAn (not applicable).,., This, was 
especially true in cases where utilities did 

", " ',' not anticipate any need for conservation or 
rationing efforts. Other responses concerning 
additional supplies inblude the ~Odsibiliti's ' 
of: (\dding or deepening wells, 'interconnections 

, ;' with o,t;,her syste~s, <;>btai,niJ:lg treated water, 
, , , and' adding more capabi ty and fac i 11 ty • 

:.; ~(;'i(l 
,":-:,·1'" ,'" 

,.1 .. 
102' ;' 
,;:2 

, :. Appr?ximately 8% of the utilities responding indicated 
that,; they, would b~ able to meet 90% or less of their customer 
demand. Even though these utilities represent a minority, the need 
for conservation measures is still evident., 

Most of the utilities that reported an inability to fully, 
meet custoner demands buy their water from a regional water agency 
or district. Some of these agencies ration water sales to the 
utilities and also force utilities to impose rationing measures on 
their customers; some agencies just ration the water provided to 
the utilities. 
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Theser.stri~tions~pose~~ sdri6Us problem to some 
utilities, espeqially"f<?l;"';<;~lArn's Monterey District, calHater's 
santa Clara vall~Y'Di~trict~, Great Oaks, and SJWC. 

i ';Y'J IH addition to"the r~spondentsl the Metropolitan Water 
District of Southern California (MWD) provided 'testimony-regarding l~' 
water supplies. , 

", J • i" 

~ .,- MWD is a public agen6Y and supplies water directly to 27-
member agencies, including 14 cities, 12 m~nicipal water districts, . 

. ~.' . _. . '. . . '. . 

and one county water authority. These member agencies, in turn, 
proVide wat~r to 6ver 300 citi~s and unincorporated areA~,_'Arld '. 
app~6ximatelY 14.5 milliOn people. MWD's service area ¢o~tains 
app~oximatel.y 5, 26~ square mil~s in the southern ~~l+foF.~ia ~'9astal 
plain, including all or parts Of Ventura, Los Angeles, Orange .. ;: 
Riverside, San Bernardino, and San Diego coul)~i~s,. : .'. 

According to. MWD,although southern California has not 
been affected"s'erioUsly by th'e cUrrent droUght, it' faces serious 
supply problems. in the near future because of expected growth in 
natural populatiqrt and net li\;..migra,ti6n. 

In addition, MWD opines that aS,a result of Arizona v 
california decision 'by th«t united' states supreme'C6ur~i;, Southern 
California lost half of its Colorado River supply. MHD believes 
that water supplies have b~en adequate in southern C~Ulf()inia in 
rec~nt years only because record water years on' the c61~rado River" 
haVe made surplus water and water unused by Arizona and NeVada 
available to southern califOrniil. However, MWD helieves that 
colorado River water is overappr6priated. Table 1 shows MWD's 
projected water denands and supplies through 2010. 
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{~ ~-_;i-:-:·'~ .. ~-~?:(l \!-:[)---) ( .' .. _:I.. 1::-

J:.";- .:~-..~ \ ~'::jt;(· J'i~-};-~[~ -J~;=;f~·'.:"' t·r~:~~.~·r;t(~·!(~ 91iJ· :to 1fit)J J fIT 

" ',' -'" r,", comparison ,Of ,Existing Reliable water r ' .','. • ' 
, "0,· ..... . '"suppli~s ~WH:ll"Deul~n-dfi' in'ftif~ MWD S(!hri'CeANHi'~!': -',·.1rtJ.~~I'!cn 

,:': '. f ~L'. ; ,',-, ;: <d~'(Projected' 'Million 'AF) t;·~! f :1' I r!U "":,(,:,,'<1:,, 'H' 

Existing Water supplies 

Local Surface and 
Ground Water 

Wastewater Reuse 

Los Angeles Aqueducts 

colorado Rive'r' "', 
~ i 

state Water Project 

Total Water supplies 

Historical and projec;t,ed ,:1 
Water Demands ., 

surplus (or,Shortages) 
in supplies' , ' 

0.14 

.' 1.'69 .,', 

: :1'.84 ' 

"i':\6,*.::r:" ':6.'47 . f 

1.'1~" L 16 

.- 1 • 4 ~, '. ~.,_ 

,~. 92 ' , 

0.41 

1.14 

3.29 

4.33 

(1. 04) 

* AssUmes that th~ Seoretary of tnte'rior approves the delivery 
of unused Ari2;onaand ,N~yada :w~t.,erto, Ca),ifornia, ~urinqc 1990. ' 
Availability of this 'water "depends upon year...;t:6..;!yeardechd.oriS 
mad a by the seoretary. 
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Mitigating the Effects of Wate; sh~¥tages 
In light of the projected water shortages, we must 

consider me~l1p~~i~#rl:':~~it~·r.~l·~~t~~~i'14~~s~~~p~~~K,~r~~Ati~n~j}:he effects 
Of shortage. utilities have,the'followil1q.m:~thodsavailable to 
mitiqate the effects of water shortages: 

(;- i r j'"~ 1. i.e 'Cohservation ' 
2. Rationing 
3. Alternative Supplies 
4. , .. other Methods 

~~ "-.. . ~; . ~ . -, 

conservation 

" 

water utilities are using some or all of the follmHhgc<~ 
methods of promoting conservatior.: c;: ,r, ,; .';, :"',C, ,',' L.';:'· . i 

1. Educating ,customers through bill stuffers, 
spot advertisements arid 'movies shown at'" ~ 
schools to conserve water. 

2. Distributinq conservation kits to 
, . c6nsuners. 

3. Prohibiting nonessential or unauthorized; , 
'water use sUch as ponding or street runoff. 

The ,.commission has encoura~ed utilities:topt0m.0te 
con~e~atiori a~d 'has aliowed rate recovery for conservation' '.' !, 

expenses. The conservation programs have been effectiVe, yet the 
Commission' btHieves more can be ,done to remove disincentives. ,'It 
mayalso'b~ 'Appr6prlate to design' in~eritives'fot' wAt:ercompanles to 
conserve water 'as part of commi~sion regulation of' water utiiities 
concerned about limited long term water reserves. Water utilities 
are afforded the opportunity to design water management programs 
which achieve the joint goals of financial stability and water 
resource preservation. 

Rationing 
\iater rationing can be achieved by (1) requiring 

customers to reduce water use by a certain percent of the dprevious 
year's" water usage, or (2) providing customers a fixed allocation 
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of water.. 'Both types of rationing plans, have theitf,9lf1~!:?a.~,~tfJo The 
percentag,~ . .r~~pctJ9n" ,~1~J'~} r~j:I,~rsJ,~ Pe'~ltr, )iat~,r;118u:~§f$[~il1.~!,~ril'shes 
past wa!-~J\c:orf?e.ry~,r,~_,,~,¥,n}e?l,s,'f a,~d~?~.~ ~;~~,~~ 8ttlJt(~,s;,I?~~?~~l~~d~" j',' 

individual allocations are adjusted upon valid appe~:~I_,Rr_,!~pe : ; ; ; it,; 
customer. on the./?t~e,r; h~n~lc, f~,,~~?; a~:t~~,m_~!lt! ,I!~fr~)?-0ITF n?F take 
into consideration tho' custonie·rs· of! large'; households."'i 

water utilities or their districts whlcWhAv'e imposed 
mandatory rationing haVe:used thepercentaqe.re~uctiofilplan. 

The rationing plans haV~' ~.l~hl~ve'di tll~: 'd~slred reduction 
in water use. In conjunction with their rationing; plans,. utilities 
were also authori~~<;lto impose; ~~nes: ~9r.; wa;t,eF~~sa<jJf!;:Jn e~fess of a 
customer's allotment. The utilities have collected the fines. The 
disposition of the collected fine is discussed later in this 

-'" 

opini9n. ' , ' 
~ ',' - . , . 

Alternative supplies 
'. cer~ain utilities hav~'.tak~n steps to obtain alternative 

w~t~r. supplies. ~hese include i~creasing'theexis~ingsupplY 
so~r~e(e"g. i! ground water is used, d~epe~in9 the :'\'l~iis)', 
obtaining, w~ter. from interc~nnectioJu~' or.tr:~nsfers· ~~~th oth~~ 
agencies. 

" , • - :' .. ~ " , j ' '. 

_. In addition to the above sources o~ alternate supplies, 
the c'aliforni~ Associ~tion ~f Reclaim~d Entities~.of ~ater(CARF;W) 
recommended that the Commission adopt rules which will encourage 
investor-owned utilities to participate in opportu,-.iti,es to develop 

• Ie. ., _ - ~. ;-

reclaimed water distribution systems within their service areas. 
CAREW believes that to do so would promote good public 

policy. According to CAREW, all participants benefit from'such 
projects because the appropriate use of reclaimed water helps to 
minimize the impact on potable water shortages and the beauty of 
the irrigated portion of the community continues to persist even in 
drought areas. 
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,';oC ol;h.~i-i'lfi~titf)(i~~·::<;-.. ,->-",r: '"u f ,) 'j;'::·',',:,l ,,:. ',-'1\'-1 ,::,',11 .-~-)5f"- f,: 

c' ~'fi;' I :rS6mi~':6f'-th~"6th'~r- itt~thoa~ :Oif~ fuitlgAting'ith~';1\n'pact':()'f:~")-f '; 
i-,_--:..,·,.!~j·-~"!-~ 1 ~ ,:;..:c-,;·;,,~.:·t ~:.l -, ·t<··>~ -:-._ •. ~ ~,- ..• ~,. f >1·· .~ •• {_.~'!,._ ..... _!.~'. ~ ... - " ._-

watershorta(j'~s' that' aYe being ~mployed\ or"t:6nsidered 'by 'water" ;< '; 

utilities'ihci'Jd~': .. '; " ::, ., :,,;::;.<:jf", i:~;';»'i,,' 

; ; <" t~;i I'itdre'i\';;ing' 'overAir plA'nt ef'fi.ciencYi by' :, ;:! : :, " 

reducing, system leaks, and/or system -, ",;' , ,', L' " " ' 

. 2. 

p;t,ess,l;Ire, ~ :' ': .; 1, .-; r, " ' , " 

: Blending' of ,'lower, quality potable water",; ,; 
with ~xisting supplies. 

. '. " - - - • .. ' : . -~ ! 

3.,' Metertng,of'customersi 
4 '~' tus't.'o~~·r i.e~k' d~tectlon a'n:dr~du'Citi6n':' ",' ' !,. 

,,' program, .. , " ,. 

MWD's Proposal ,f' 

,. , ' 

MWD recommends that the Commission consider two actibns 
as part of this investigation. First, the commission' 'shOUld 
cons'ider- theimplemehtation of 'a'ppropriate fle~iible i"ate adjustment 
Eechanismsi which are nedessaryforthe sl.lccesst\:it· implementation 
of widespread ~~t~r ~onserv~tion' 'programs. sedond~the commission 
should incltlde an investigation of the 'c:urrEmtr~li~biiity of 'the 
state's water supply, including the adequacy of current supplies'to 
protect ~lt.ter Cons\.Imers from'shortage and possible ways to; restore 
reliability to the system. These recommendations are discussed ' 
below. 

Rate Flexibility 
MWD asserts that effective conservation programs will 

require a partnership between water agencies and water consumers. 
Therefore, MWD opines that participation by ~egulated water 
utilities is essential to implementing widespread conservation 
programs. According to MWD, current ratemaking procedures do not 
allow such participation. To make these programs attractive to 
regulated utilities, MND recommends that the COllU!lissionaciopt a 
mechanism which would allow rate adjustments to cover both 
investment costs for conservation and compensation for lost 
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revenued du'e' ie8"reati(£~d (sales" ,r~d that-'a f\.itility:~daJ\· maintaHl"a-' fait": 
rate of retU'rn [ana {irts\lr~ '::its'r'tin,Wlcfiill' lnt'eg·iit'y'. ~~:,,{;,,-, '; ,,; !',' ,>'-,,-,f .,-; 

supj51'S('Reliability f:;'J': '.\'))F':'J Fii'f '<-j'iffe;-·;;' (;'-,; c:'-";>;): -;,:j 

" :,<,j ;'<A'ddotding:t6<Mwo;- ove'r th'e"longerltermJ' pe'iio;dio 
short'ciges tmay" impo'se ;'significcfnf ~difficultie~'f6t 'water'purV&Y6b~ s '<, 

and:: th'~ir crlst'onu~rsi'; '~F6r wat'er utilities/'.the risk' of- shortage';'-
thre'at~jls th~ir :£1nan61al ~'1nfegrity; becaUs'~ ;1'educed' 'sales 'COUld 
reducE!; re"enue~ 'and rates' of 'return, 'i ConseqUentiy I MWD bel ieves 
that'some 'lorin 'of ~ rat'E~. £leSdbiiity is ne'cessary' durfngsh6rta'ges to 
prot~dt!the financial ii'itegiity 6t,the'water rc-6mpariy~l' ,I ,'f ,,' " ~ 

, "'iTo addie'S5 aci~ciuately : the -concerns "6£cortsumers a:nd'th-e ',:',! 

public regarding water supply reliability, MWD recommends that'the",,' 
commission inVestigate as part of this investigation the current 
status of the reliability6f;wat~r'supplies and necessary steps to 
increase reliability. 
Summary of Water Supply Issues ';";;'Y' "0; ;"-

It appEHirs that california -faces a bleak water' supply 
situation ,in the futUre. While -we strongly believ~ that every 
effort ,sh6uldbe made to reduce water 'use andincn'ease water 
supply, we recognize that any action by the commission will 'have a' 
limited impact ort the statewide 'water supPlY problems because the 
water USe by customers of regulated water utilities is less'thanl%-
of the total'water use in the state. 'However, given this 
limitation; 'We -still tincourage utilities to continue diligently'-
their c6nservation prOgramj make every effort to minimize water 
leaks, and expand their supply sources. 

As to MWD's recommendation that theC6mmission allow rate 
adjUstments for utilities' conservation efforts, we believe that 
with Decision 90-01-061, we are now allowing the costs associated 
with conservation t6 be tracked in memorandum accounts. The 
Commission, in this order, will also address the issue of rec6very 
of lost revenues due to reduced sales. In addition, in phase II of 
this 011 utilities will file applications containing water 
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managetl.eJ)~ )p~~J}S, w}1ic l\. Jl!ay ~~el\lPy~<!~r~4.1~i~J)(U A~~Jn,c,eQ~ivo~.s tQ,:nC)'.',:'J 

reduce water c6nsurnp.tri~,I}_a~n~ e~ptQF~,Jt:h~feas,H?l~i"y;;pf,~,r:te,¥,-;- 'i ) ''':~;'' 

incentives to encourage long term water mana~.ISIJ~IJ;~i.Pr:.()9_J:'~~~.1!J_~~ 

Furthe.r,: ~s .. MH.D· suggests,l th~, ~~wni.ssJo~ :.1l:~_s.c-hl.Y.estigated 
reli~p.i,.lity ,of·xegul~ted wat~r:_ut.i,lit~,es,~in !,th~s, pl:'~c.~eq~.rtg ~.,,-:fl}~::. :1' 

results. ot -cornmissi..oI1 sl,l.rvey" a~e ,di~cussed e.~rli~r Jot:his. ()pi.~io~~, r. 
h~;, - Finally ,-we :wlllcol)sid~J.· C~RE~/s:r~coInmertdati9n t~~t. :.tl1~j 

commi.ssi,on adopt r;~les to encourage, utilit.iesto develop,reclaime<;i-." 
water :systems. ,,,We believe that;\lse oft:eclaimed;wate,rwlll be:a " ;; ..... - - . -, . 

positive step il)\ improving w~te.~ ~.-supp~ies ~ .w,e enco~r~ge u~il~t,ie~.-~ 
to e~pl~re cost-effective, ~aY~J of -usi'1<J: r$9,J.aJme~ ;wa,te~ f()r their 
serviceareas~ ~ -; , 

, . - .;::, 

. r.:.'· Recovery " of· Revenues . - ' 

Memorandum Accounts" i , 

, ,.Certain water utilities or district~.of yater utilities 
had to ,il!lPose mandatory water rationing 'on their, <;ustomers. They, r' 
requested rate relief·to off$et the impact of_revenue losses due to 
rationing. ; {" 

Because of the-uncertainties associated with ,the 
projeoted revenue losses, the commission did not authori~e the 
reqUested rate relief. Instea,d, _.the Commission authorized the-
utilitie~ with mandatory rationing to establish memorandum accounts 
to accrue revenue losses due to reduced s~les and related changes 
in water production costs. The commission, also ordered that -the ,-
methodology of calculating the costs and terminating the memorandum 
account, procedures for placing costs into rates, and related 
issues shall be addressed in this proceeding.' Table 2 includes a" 
list of utilities or distriots of utilities which were authorized 
to establish memorandum accounts. 
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Utility/District . ;.-~'~ ,~", ":: I ~-i.~ ~ ::,~: ·Pr6cee-d.lng l~;;J::;) -~-{! --Deoision~'J.~.-~-,· 

1: ":1¥i;W<JJs~ ~ti~t~i:;C6zri~~rl~ ~", 
j-"J .:'. -_~;)-i(t·-~:· .. ·,,_~. ':~·.;:J{i~"/<j; _; -~:~l ";::" :: ~~-; 

2. California water .service Co. ,,,_ 
Bear 'Gulch; san'cc\'ri'6s,' '," 
;S4fifMat~o;~~rtd $6uth~san 
Franoisco Distriots . :,-

, . . -.- . . 

3 I ~ ; Great 'Oaks'- water company: , 

" •. ")caiitor~ifl waf~~ s~rvic~ 'Co'./ 
Los Altos Suburban oistriot 

5. "~~11f6~rii~': AmericaJ1i··'~at~t-f'Cb.}' 
Monterey 'District .,:.' .; .... :, . 

~- ... : -.~ .• ".,.-- ~r;':,-r ,-0)- ·'·.rr.~~ L , .. A~88";'09';02<)'" '1):89-04-041 
-:~~ :~. '>.: ~'. i-~:"! i l' :~-;. ~ , ~- j J 

. A.8S-05~045 
• L _ ' ] .! ~ - '::. : 

: ;;: . .' ~ '.I. " j 

. '.. f 

":A.89-03-00S ': j D~89~04-()75;, 

I. 89~Oj~005" '.:: 'O.S·9!"()5.i.069 , 

1)'.'S9-()6-053 

It shoUld be noted that all the proceedings which;d~alt 
with memorandum accounts, ekce;pt Applicati6n (A:)88~05-045, have 
been consolidated with t.S9-03-00S. We wlilc6rts6lidate 
A.88-05-0"5 with I~89-63-005 for the purpose of issuing this 
decision. 

Bedore we'address the'rate relief issues, 'it will be _ 
helpful t.t) note"that althoti~h the ratemaking 'i~sues c\pplY" to other 
utilttie~,' calwat~r and' sJtic'\.iere the oiily two activ~ p~rt.tcipants 
in th~ ~o~k~h6p and 6thernegotiatioJ\~ with th~'Brarich. ThE4'terh 
nwater'companies" represents the water utiliti~s-that negotiated 
with Branch. 

In addition, it should be noted that a special ratemaking 
situation applies to Great Oaks. Great Oaks has not had a single 
general rate proceeding. Therefore, it does not have any adopted 
figures for revenues, sales, expenses, and rate base. Branch 
prepared pro forma workpapers (Exhibi~ 15) for Great Oaks' 
ratemaking issues. Although Great Oaks was provided a copy of 
Exhibit 15, it has provided no input on Branch's proposed 
workpapers. Branch's proposed workpapers follow the general 
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',. , C "P" r,', 

ratemaking guidelines of the Comniss'fdn. We will use Branch's 

'.' " .. Next, we will consider the rate relief,for lost revenues. 
; s-~,.;- ~'~~> :':'~" .~¥ :.','.:"- , ~/~ .'--_¥~ '!\(!Lq:~~>'L; ~f~~ .. -;t\~;· -::::::Jot flr·;~: ~! 

Branch and ~ater Companies agree that the lost revenues recorded in 
th~' l~~~orArldum accolirt£ 'S'h6uld be recove'red t,tijhS\1gtl:1 ~ :;s~~qii~i4~:'" 

., . "', J " _~ : .• ,: i I !.', . of.! ~! [.': ~ ~ _;.; i l -. ~ 

imposed on utilities' quantity rates. Brancn and Watercompa01es 
also agree that utilities should file advice i.~t.t~ts' to:se~K!:' " 
authority ,to iInpose'such sUrcharge and that the surcharge rate ,will, 
be, b,ilsTd ,~~.:the accumulated losses in the memorandum account as of 
the date of the fiiing' ~f' the advice 'lett~~i'·"';;I:" . ,,;~, :'" 

While Branch and water co:rnppni.e~ agree:on the,proc;:e<;iu~e 
~ - ~ : -' ~., ~ :.,' '~,. -. ~ • "." ' ~ ~.' t' .. !. -:; ~ . .. f - . ~. ~'. ~ ,,,.r i ' . ; 

for rate reI ief for revenue losses, they disagree' on two ': issues .. 
They.ar~: 

1. Determination of Lost Revenues 
, , 

2. RecoVery Period for Lost Revenues 
, . , 

,We ~ill address these issues separately. 
Determination of Lost Revenues 

-
Watercompanies,recomnend that lost revenues be defined 

! . ~ . ~ c. ..:. • ~ ; " • ~ -t : • • 

as the, diff~rence b~tween revenues at ad!Jpted sales ,and act~a~." , 
sa~~~~ ,Bra~ch 'asser~s that: ~c:lles .normaii~._ fluctu~t~+5% 'd~e; to ., 
changes in weather and recommends that lost revenues be defined as 
the difference between revenues at 95% of the adopted sales and 
actual sales. 
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MathemAticallynspaakirtg,-:' Br~n¢h' propos..~s that lost 
revenues be com~ti~~~ Jl~~n~:~~~(l f6).16W~t\g'f<?i?Iti,!i~~, 

~ .... f ,) _ r .. , r ... f _ .... ~ ~ ~,;. ... r _ J -. • ". _: ~ r."' _. . __ '.' 

Where T~ot, l' ,= Total l()s~, 
~ a 1 .. :.' . ~T I - _,~. " ' •• ' ~ _' " :. ~ 

':.--;;.~::,;:~~. "} ~-~~<~':- -.: 

LuR -'\~'!:=N~t"',rnonthly- revenUe ~-oss 

.,~;,i.t :r{!~n':" ~;~c.,~~'{~nUf~,>f~orn ,normalized mont~lY sal~s 

~""'R"c-" :'~'I:l'R~v-~lhie<fr6mr,~¢tuai oi'recorded !;ale§ 'I 't:" ',;' 
p 

>~;) _;' i ~ :~; :. _ .. 

Er , = Expense reduction due to reduced water sales 
L, l L' -~ ' .. ' i:'".·;·~· ~ , .. -.:- .. :- ~'; 

i: Notes" 1: ('. Total, -105si5 computed as a· sum~f,­
, _n~t_ monthly losses, rather ,than on ~n 

, "':~>2' annualized basis, because the ',,' ,', ,,' 

,. ,,2. 

~uration of rationing may be limited",,; 
to a few months, i.e., a fraction of 
the year. . 

Normalized Monthly Sales ~ A 
utilitY's'projected annual water 

<, sales are based on the adopted 
normalized annual water use per 
connection. since the rationing was 
imposed for only a portion of the 
year, and the percent of annual water 
used in any given month Varies, we 
need to establish a normalized 
rnonth,ly use per month per connE!ction' 
fo~ the appropriate portion of the 
year. In order to establish the . 
monthly sales distribution pattern, 
Sranch and Water companies agreed to 
use the average of the last three 
yearsl monthly sales data prior to 
rationing. For utilities, with no 
adopted normalized annual water use, 
Branch and Water Companies agreed to 
use the average of the last five 
years' monthly water use per 
connection. (Reference Exhibit 16, 
p. 2, paragraph 1.) 
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.~ ~';.:' f .jf")} ;'Incdomputiing .,the',·tot:air.!reyenue i losses:.;: 
dv,e"t:()(.rat,.on.1ng, c,B~anclL,i;tPH w~t,~r_,._- .. ' companies liigr~~d'-'to'C idcludEf1all" "q~.l ,,1 .. o,~,j;.l:~'·:'·~ 

applicable categories of customers 
,and tariff schedule. . c ':.>1·· r: ,.' .. - ... ,' I."; ~ .';'- ::.!::.j _,.r ;r~,. ff~., 

4. Er includes expenses wh~c~ will be 
reduced with less wat~t'sAl~'s~ 'These,<f!, 
expenses are electric power cost, 
purchased1watercost;~~nda~y~other , .' 
volume-related costs ." 

water c6m~~ril~s a9r~~ ~ith" Br~Abh'J~{ ~r6posal exc'ept that 
instead of usJng o. 95Rn ,in, th~ tp;nnulaw~ter,::9.omp-,an,ies recommend 

using 1. 9~n"\ " '.' !';' " • , .... 

Water companies contend that Branch's proposal ~~uld 
reduce a water utility's return on equity by 20 to 25% on,'an annual 
basis. According 'to' ~ater compimi~'s, ~n a\ithot-i)~ed return of 12% 
would be lowered to a range of 9,0 to 9.i6%·during mandatory water 
rationing. water companies belieVe that Br~nch"s proposal singles 

1- _, • '_' 

out water utilities and penalizes them for events entirely out of 
their control and that it' chooses to' 'ignore', th~corohission's 

- . . \.. . -. . . .. _.,. ,-
favorable ratemakin'g treatment afforded: energy utilities for lost 
revenues. 

water companies argue that Branch's proposal inadequately 
addresses the'u~acceptable drought~reiatedrisks:which water 
utilities experience. water companies disagree with Branch's 

. . , 

pC5ition that water utilities 'should share' 1n the financial burden 
caus~d by drought and water rationing. Water companies maintain 
that ~'ater utilities are no mote at fault for droughts than the 
energy utilities were for the oil embarqo and rapid fuel price 
incLeases in the 1970s. Water conpanies ,point out that energy 
utilities were provided revenue balancing accounts which allowed 
then 100% recovery of losses based on adopted sales as protection 
frOll the recurrence of these events. water Companies also point 
out that the Commission in rej'ecting a similar' proposal by staff in 
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the gei1era 1 \ rq.te ~,deois ions ,wh i,qh., ~s~a~li~,ll~~q,·,~h_e ,.~le,o,~r,ia;:f~,v~nue.,-, '.: 
adjUstment'!mechanisms."(ERAM)",(q~ {P~oi,fJ9<,.~a>~;<:ln<!.E) .. e9~~~p ,~9~p,~ny,,~c>: 
(PGtrE), Decision (0.) 93887, and San Diego Gas, ,4 F;~~,c.tric, ,c9rnpany .. 
0.93892, stated that! :;'! (,:,. "-; n . .. . 

;~: L"".'!W~ .will"fhoWev~;rIJ' r~j~q~ ·,th~. s~tr~ff/~,pr<?p,o~~)",;, 
, to limit undercollect1ons of base rate revenues 

~. :,l tr,".~ dndertR1\M' to '5% :"as' be-irig 'Unnecessa'ry:ay,d'i '>;r:,: 
l'il r .:-..contrary ,to ',our goal ,of, ellrniJ1a~,~ng.;;>" ,';::: 

disincentives for roSE's pursuing cost-
;e·t'fe'ct1 'Ie 'cons'e'rvati6h 'measure's; I', ' '( Cpuc ',2nd Ii:, '\:-' 

,".!:,Vol,.',7j'p"l,9,4.),.,.:", ',t' .,"', " 

i' IfW~ '}jeliev~'r tli~' Branch" 5~'limitat.io'npr6p6sal! 
"defeat!? ~he purpos.~, :0.£, the _R~g~l~~.<?,ry, Lag, ~la}~,., i,U 

,,~l,~o, t~1sproP9sal, t;ta¥,l?~, ?o\l.~terpr~du~~,l:ye. tp . 
i the conservation eth1c;I' s~nc~'1t . could, be 'a' ' 

. ,disincentive~ .-. n." (CPUC2nd" Vol. .7 i p. 644.), 

"Ftlttherj'Water C6rnpa;ni~s6pine'tllat Bri.frlc'h's .. 
recommendation' in 'effect \Jould -be a 10% penalty. ' A6c:ordiriq to 
water C6mparHes, the COnrrilissidn typically establishEis' wat~r'rates 
using a 30"-year av~ra<je of rainfall 'andteinperatu.te data ~ , Sal~s " 
and revenue~are assumedt6 be higher'in warm~dryweatherand' 
lower in cool, wet weather, but OVer the long term they should 
reflect norlrial i zed'Ccmdl flolls. " water compantes ,clafm that during 
the warm, dry yeats of rationing': wat~r sales area:ssumed to be 
higher not 'lower 'than normai year sales. ThUS, \ltilltie's aqree 
that measuri.iig sales; 'losses' from normalized sales automatically 
builds in a penalty and adopting Branch's recommendatloJ1will 
double'its impact. 

Finally, Hater conparti~s co~tend th't projected water-
shortages in the state will causa such a condition to appear more 
frequently and thatunl~ss utilities are allowed recovery of 
revenue losses they will have to carry an unreasonable financial 
burden. 

Irt making its recommendation, Branch contends that the 
Commission in 0.~739a has already recognized'that normal weather 
and temperature variati6n c6uld cause the actual sales in any giVen 
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year"t"o""Vary' ±5%~':.f'Accbi"cHng', 't6';Bt'anch,~ :sales' 'dut~irig ~the. drought· "'c':! 

period-;-:du~ ~t'o< 'pti.biid':awa~enes:s/'Wolild)-haVel:)een':lower>than';n6rmal-1:", 
everi"\JithC;ut"ratioTnlrtg.~"';'\ ~"i-,: rH;~ ;~if, ,q;::'i'.' (.\1) Cici::, [-;,':1 : r:.;.'::"''I) 

Discussion :.;,'!l-; f,", l;J~:: . Cf'::~[':.n 

Duri'rtg"the"pas't' arid: qUk-rent"droughts 'wate~ 'usei'",evan in 
_·_~c)r;~·~.:.}'\r->.; ·)t".,'.: ~- ::~~'::- ;~I_ ~~~.:: .. ~ ~ .::u"-)_l __ ~'-l~·;" ~r_-:1L' :lJ··,~ f_ iL'-,' 

districts without !mClnqa.t<?:ry,rCl1;.Aorp.~g" w~s belo~: ~~.rma.l,L1!:l Northern 
California. This reduction" ihuSe!' was ca ' result cof' (:"Ust6mers acting 
responsibly al1d YOlu'rttaiiiy';~e'd;u~!irtg C~6rtsu'Jii~t.iort·.: ,~' :',~h'~\{ ::ci~st()mers 
reduce water use voluntarily, in absence ()f enforced 'rationing, 
utilities are unabl.e.t,o: ,reco~er ,re,?en~e: ,1o,s;se~ :,du~<.1::o,"r,ed.':l,ced 
sales. On th~ foth,er hand{ 'theC6tfu!lissi~il :pr6vide's ~tilit:ies faced 

• .:.,~.- t:~··.T :. ~J_ .'_~':. :~~ ,_~ '~.J ~;_! ~ •• ,,:' ~.;,--:;.,': -.(.:~ :·f::~) .. :~~:J/-;. 
w1th mandatory ration1ng. an .opportun1ty, '. thrpugh ,t,he;m,emorandum 

- .'.".. , • - '1; •• "','. .... . .'-

account procedure,: t6 recover their:'rev'enue ,losse$~' However, if we 
impose any limitation on the revenues subject to recovery we create 

- •• • • • - • -' > • ~'. 

a disiJ).cent,iye. for tl1e utilities to promote conserv~ti~n. If we 
adopt ,the Water ,Branch's proposal. of allowing recovery of only 95% 
of the normalized sales we are, in effect, putting,.water .. utiliti~s,.; 
in the, a.wkward, position of espousing conservation; to t:heir ' 
financial detriment. 

, • • 'I; - ! ~ . 

In light of the, projected wa~er ,short.age~ :as :shown, ~n 
Table 1" and the present sllortages weare now eXP?riencing, < it is 
in the public interest to promote conservatio~.. During this 
protraoted drought period,it i~ ~ppropriately ,the. policy of the 
Commission to encourage utilities to,promote conservation. To this 
effect, it would be unfair to impose a limitation ~n the recovery~. 
of lost revenues due to conservation efforts. 

He will adopt Branch's proposed method of computing 
revenue loss due to mandatory rationing, except we will sUbstitute 
100% for 95% to avoid the conservation disincentive. 

Recovery Period for Lost Revenues 
Branch and Water Companies agree that revenue losses due 

to mandatory rationing should be recovered through a surcharge to a 
utility's quantity rate. However, Branch and Water Companies 
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renain effective. 
\: ,'. ; Branoh' ,recommends 'tpat,;the ;surcharga,be;ef.t~9tiye for a 

si.~-month,duratJon.-',/In the :event,rationing'contin~~.s,:b~yond '~he'~'i;'i;' 
six-month 'periodr Branch; recoro.rnends ... thatan ·additi()JlaJ~!itiJ;~ha.rge ";,c; 

rate !be' established.', "According to 'Branch, ,this ,pt:.QcJ~(Nte ~i;tl: ~'~'-""~iq 
allow it to track utilities' anticipated reVenue ·ne~q'.'j[i<~ 'J:'; ,ii:;, J;: c':,' 

,Hater, companies 'propose t~at,the ~urcharge rate, ;be based 
oli annualized sales. and continue until, the termination ,o(Jna,!~atory,', 
rationing. '" According to Water. Companies~ ,.proposalp~any; ,over}',C)r::,:,·, ;;" 
undercollections ,in 'therevenlie balancing '.account i,at i the . end. of· ,'" 
rationirtg,would,be,offset'against,the,utilitY/sexpensebalancing, 
account. ~.; ~ , : ' - '." ~: ~ 

" , Water companies c,ontend, that Branch ~ s proposal Would:.. ' 
result :inlncreased administrative costs," because, o( "the' need .to 
process rate 'relief requests 'every six months .. ;On the oth,erhand,',-, 
Water companies contend that their ,proposal will-lower the :bur,den 
on the 'ratepayers because -the revenue collection will be spread '~-' i "; 

OVer a longei duration. : In 'additionJ:Water.;Compimies :believe their: 
proposal- significantly reduces the possibility of oVercollections '" 
and thus the risk: to ratepayers· ,-

Discussion' 
Both proposals tor implementing a surcharge have-merits. 

However, there are two majortlawswith Branch's recommendation. 
First, since the surcharge would be in effect for six months 
regardless of the period of mandatory rationing, there is a high 
probability that utilities will overcollect revenues, While we 
recognize that droughts do not necessarily occur in six-month 
intervals and that utilities could apply for an additional 
surcharge before the end of six months, we believe that,this 
procedure of establishing or reestablishing a.surcharge every six 
months insures that the surcharge will extend beyond the end of 
mandatory rationing. While this flexibility is appealing, on the 
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whole re lis:'i\r\li!haIlPt"bpriate; ratemaldng' 'procedure' ~hich',~ay, garJ)er: r f. 
public resentment.' .'Y:']:.':::·1]::) {dr,'n, 

ff1~"~ 'se'c6nd,~·'Bl'anch's ,recoItUuehded· procedure ·would.qreatly 
increase ~th'e"adn\inistl'ative' 'workload ,without a,'corresponding ,tit;: ... ~<: ,j 

bEHlefit'.(.i~ No'~inattet' how well intended BranchJ:s',proposal' maY.lbe, .• 'Y j:~ 

processillg' Ii\.\H tiple'a..dVice le.tte.rs: at six-month intervals-is bound ,'., 
to strain Branch personnel.' ";::". i" 'i, " '. ,,;. "c ""t(,'. 

Sinde water Companies'proposal·would establish'a 
sut"chiH~'ge baSed on :annualized sales, it would ;result ,in(a. 'lower· f:':> 

surcha.rge· .. ··Thesur'charge would. remain ·in . effect: until the .end [of "'I~ 
mandatory rationing and 'anyover or.Undercollections cwouldbe;'~Yi!i';;'; 
transferi:'e'd to the 'utility's expense balancing account .' ';'.This ;, 1,:: t ,: r.' 
procedure will prevent ratepayers fron being overcharged and .also· ,. 
provid~utilitie.s, a reasonable opportunity to recover their revenue 
losses. Uot 'orHy will: Water cornpanies' proposal. be simpler' to ,:.;. 
administer " it will also fairly weigh the interests of both' 
ratepaye1.~s and s*:ockholders. We will. adopt water companies' 
proposal' to set the' surcharq'e rate on an· a'nnucHized· sales basis and . 
coritihue collection of the surcharge until the. termination of e 
,mandatory . rationing. '·At :thetermination' 6f· the surcharge, we will 
require utilities to offset their expense balancing. accounts with>.:. 
any OVer or undercollection resulting from the surcharge, 
Recovery of Extraordinary conservatlon:Expenses' 

Branch and'Water Companies agree that utilities. should be· 
allowed to recover extraordinary conservation expensesresultlng 
from the drought if these expenses are not funded by presently· 
authorized rates. However, they disagree on th~ procedure for' . 
recovery of theSe expenses. 

Water companies propose that such expenses be recorded in 
a separate account a'nd recOvered through an advice letter filing at 
the end of the drought. Branch, on the other handi recommends a 
prospective approach for the recovery of extraordinary conservation 
expenses. Branch proposes that utilities with projeoted 
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c6nservation J expensesI in excess ,of:;l\ f~L?,thelr g~o;;~ ~~Y$J)u~s ii(J'~:'-u;;, 
should file an advice letter requesting .~n,9t,fq~~ ).n9.r~~~~.: \I!rCil.lc.h· l 

does ~-1i0~< favor" traoking t of actual-- expenqi t~res! ,a.ncl:reyen~~.s. 
'. i" "', : WaterLcomptu'lies . contend .,that;their proposal" .... .:)U:l~-Pl;qV~de.-J 

Branch~·the f 6pportuni ty ; to review ; the reas6n~b).enef?s [of (,~ct~al rf i ,'<!j 

expenses/~-encourage ;utilitie~ ,:to prornote;,conservation/l~ng:, ,;,; f, :.' ',',: 

eliminate potential· disagreenent oVer·-the amo\ln,t,o( 'prospegtive:".:,.: 
rate.,-- - .. , 

•. .! --' ". Branch believes· that extraordinary· conserva~ion,expE)J1ses ".' 
Incurreddurinq'the-drought shoUld he recoVered in, thes~me,~atln~:r:,; . 
as expenses incurred under a Commission-approved conservation .pla)l'., ,,; 
Branch does not favor deferring the recovery of extraord~narY" ',ii, f i" 

conservation expenses until after the drought ends becallse it;, 
believes that some utilities will be financjally unable to.c~ntinue 
their conservation efforts without rate relief. 

Discussion 
A reasonable expenses recovery plan \.(ould allow the 

commission an opportunity.to review:the reasonableness of the 
expenses; and,encourage utilities to promote conservation. 
Allowing. uti.lities to record extraordinary e>epenses ,.in a separate -" .' 
account and deferring offsetting rate relief until after the ',., 
drought would ,facilitate achievement of that goal. 

TUrning to Branch's proposal of a prospective recovery 
approach, we believe that such a proposal would provi.de utilities 
an incentive to overestimate conservation expenditures;, first, to 
qualify for a surcharge rate by projecting expenses which e~ceed 1% 
of gross revenues and second, to maximize surcharge recovery, 'Once 
a surcharge rate is established utilities will have an incentive to 
ninimize actual expenses, since there is no balancing of surcharge 
revenues with actual conservation expenses. 

We will allow utilities to record drought-related 
extraordinary conservation expenses which are not being recovered 
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through:prese-nt rates ir\(a'-"s~parata::account and;allo~'·_their.!r,v lo;c~:l(j~· 
re'covery tnr6ugh i '(\ §ufcharge. ~,1::- :i -,: i:l)::",~ -c,',':';:, j '"n f vil:;' f,,'-.r.; ~ hJ :;,--,.;-~ 

, As ctb\Brtu1Ch' 5':1>1*6p69a1 c-oiialIO'llingr redovery,of;'expenses:~i. 
oniy '.-1e:th~ -'exp~ilses e~ceed/l% :-6f:the' utllity~ s,' I;'evenueJ fWe believe 
that thE! cpropoMtl ':i~:Fit.· 'Xeeping with'the: comn\issi6n~ s' pOlloy~;of::;'J'_1 c{ 

aVoiding f:I>equent Jtate' chilJ\ges~ 'We wl11'6JUy r entertain l'equests:,~·':O 
for () ffset '- rate" inoreases :. for 'e~tt'aotdinAry· 'conserva tiol\ e)<penses t f ~-,l 

if they exceed 1% of a utility's gross revenues. Extraordinary,"Jr; 
conservation: expenses less th~n'l%of a utilities gross ,reVenues 
should: be -added,'to'and ,recoVered: thtollgh the' utility's 'baUll'l.oing,,~;:( i 
acc6tint.> " i 

Balanoing· Account',' -~ , . 
• ! ~: ~ : :i. '. " . 

A balimcing ae:count differs fron\~ a m~mOrandulli account 1 in 'two, ' 
ways~ ,A balancingadc6unt·tracks 'commissi6~~ApprovedvariAtionslin'{ 
incone or expenses, and'a'balarioingaccounthas'both'income,and' ., 
expense entries (thus the nbalance" in its description)'.'; A;': 

rnenorandum account,: on the other hand, is authorizedby,the 
Comnissi6n only to track itel'ls' that -the C6IIliIiission will:; later 
consider the reas6nilblenessof i ' sitnliarly /' this' account normally:,> 

involved .. , . • ,OJ 

Branch and water companies disagree'regarding the' 
appropriate ratemakingmechanism' to track lOst revenues dUe to 
mandatoryra.tioning, Branch believes that th~ memorandum account 
procedure which is currentlY being Used is the appropriate 
procedure to allow utilities recovery of lost revenues due to' 
mandatory rationing. 

, , , 

Water companies propose that a balancing account be used 
to track lost reVenUes. ACCOrding to water companies, Under their 
proposal, there would be no over or unde'rcollections becAuse 
recovery would exactly match losses, The proposed balancing 
account would start with the initiation of ' the memorandum Account 
and continue in place until new utility rates are authorized in the 
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n~kt ~(fil~~Kl-' r1ibfl'c-ase~i fWater-t cohfparii~s rc-6rit:ehd"that;{ balahoin~~{ 1 '.' .,:.; 
acc<>unt~"<.iri·lft"tike:-'ehe' 9u(f~s{.f6rJ{o\it' cit' ('est:abrlshirtg~ ~iJpr(fpl:'iate:~)"'-l j 
rat'k:s' rd1.ik-{rl~~ ~at~r' -¥ilt'ic))\ing-' :})ecati~e' wherVi'atioIHifll fs! :irii t'iab~djc!-l,:}:t 
the a.Jkhiilb'le irtf6tTiati6n~l~} fr~ught':-l-iith rspeci}lat:iorriahd'-i~f' h;ighi~n' 
unrefiahie't ·water-~c'ohlpahLres';opine'that.;ii)'Dalaridiri(J,;£tccount'wilt~:"'d:J 
equall~> \an'd' ia'l~iy; -k>r'6tedt'ri;i"i.H:ilitY': i-rom' ov~rest-:tma'ted'-sales\ artd';':((o 
the c\i~t~:Ill\er ~'to'r'-tiridere'stimatEid 'safe's'i-!'::' Water'Cdrnpahi~s"'conte'rid 'J '<J<: 
that in the absence of a balancing account, no recognition willi 'b'«:p'.'L 
giveri' to the 'eifects';'of:reslduai. 'cons'M:vatlon';'; which JilnmedlatEHy 
folloWs 'the' ~i\d' 'of-ratioiHI'ig'i"and the ''Utilities' \Jill'suffe~'O:j'-' ii': '7 

significant' reveriUe lo'sse'~.~'L" :'~'F:::r;" 'L~,' ,--',; " ":, tn; ,-.;,):, {i') f..i 1::-' j ('1 !r 

-:Bran6h 'opposei 'halanCing'a'ddaU:n~s' fot sev~ral '-Yea'soils ,_,<Jf. t 
includiri'g(l), :balal'iein(:f aCC61.1ntsh'aVe histo'tida'llY been used 'tal.' _:C ;' -

ongoing expenses ' rather' fthart Sh6rt.::.bhlt1" chiinge'if in 1 r'eveJ\\ies';'; , ,;;-' 
(2) true balancing ar.counts would guarantee utility income and; 
earnings, (3) the incentive forecortomical ma'nagemerlt'ot!the 
utility ';"auld be -remav'ed; -(~) balancing accounts' W.:3re'not' , " 
authoriz~d during the 1977 ~drou<Jht~ -and -(5) 'a,16ng.;.terrd -in-de-pth i 
study for the- entire industry sh6tird be' conducted prior to" i 

adoption. 
- 'Discussion 

.'t 

The memorandum -account -procedure which is now b-eing -used 
allows utilitied to track Allr~~~nue lojjed-drl~ tbdt6u~ht-t'IAt~d 
sales reduction below the'normalized level~ - Accordinq to the ' 
procedure for dispositio~ of 'the memorandum account, adopted in 
this opinion, utilities will be able to eventually recover all ' 
their rev~nu' losses. The adopted prdcedureii also condisterit 
with Connission policy dealinq with the dispo~dticin 'of sp~cial 
accounts. 

In an earlier discussion we adopted a method of computing 
revenue losses to be recovered due to mandatory ratiorHngi' The 
funds to be recovered are ones booked in those-memorandum accounts 
that have been tracked up until the effective dat~ of this ord~r. 

- 26 -



1.89-03-005 et al. COH/PME/cao * 

We wil,~; .a)'J .. 9JtA:lle.,;~ell}9B~11~~I!\ .acF~!lpt:.~J tft f:~mai!t pp_~J\ .~~~ C~ft~~m~~ ,t?", 
traok,q9ns~,ry?~i~l1.~~pe_n~e~ :~n(t s .. (lle~.: ~~X~m'H1.' ~h~ph.;~a,.y l,~~YI~;:d;"y'Y>~ 
forecasted,sales revenue .due to conservation.efforts bY.the.utility, 

- • -' ... - - -. - • , - _. ~ ..... -, ~ ~ --- .'- J -. , ... : L J • : . .'!.,' ~: •• ~:" I -!. 1 i '. -' j ~J'; _~ ~ .". _' .J ~ , j', t:~: ~ ,; _~ ~.f ~.' ....... _- _ - ~ J 

or:, by i,ts ~ust;o~ers" put!'1e rese~~ Jh~, ~~.t>I?p~ii.trl?n. r~f:. ('~~H~t j~n., <::;U 

those, ~_c:co_\.mt~:~hat;. ,at;~tr{lcked ,~ft~F. ~jle~"~~ept:,iye,d~~~ ~~,~hl,s. 'J::' 

order;;to, be cont~ngE!.r\t·on, coromi,ss,i~:m ;appr:oV~l",~"f ,th;e '-ltil~ty's - f r :<, 

Water MaI1qgement ,Program, as· oU.tl·il}ed ~in.,alate,r;section.intn'is, ',;f; 

deoision., ;,' ;" ,,' . ,,' ~:" ,; ,:: 
\ ':. ; " :In pha~e :11 ~f;, thi? 011 W!lwill ask,~flt~r ~tili~ies, who., ; 

wish recov~ry,;of ,all or, p~rt <?,f meiU()rf1nd)~~,.<?-p~.()~n,tfu~t;l~ tQ ;file ,an; 
application containing a Water Management .l?r9gl:',~ma~ ~p~citie? :, 
later. il1 . t;his ord~r. ~e will al~Q ,requ,ire all,(;n~,SS, A" ~<lt,er 
utilities :to, (ile appli~ations c()nt~iniljg, S\lC~ "plan,s ~u/l~e~s, t,hey, ',',' 
can denon~trat:e th~t water conservati~n is. unwor.kable or, not , " 
needed. . ~ . 

~he commission recognizes that different types ,of . - . . ", ~ 

conservation efforts may affect a ,water uti~~tyJs annual revenues. 
Mand~t~ry. rationing may" be imposed,. in· whicll, usage goals: and ,fines 
are set by. local or state authorities, qr m~n~atory,cons~rvatio~ 
may be imposed, which stops short of fines but allows flow 
restrictions and imposes costs, or finally voluntary, conservation 
may occur where perceptions of drought and local encouragement to 
conserve may: affect water sales. All types of conservation! 
programs are recognized by the commission as affecting water sales, 
and therefore the approVal of an effective long term water 
Management program proposed by the utility is not contingent on any 
one form of rationing or water conservation being established. 

In addition the co~~ission advises water utilities with 
such nemorandun accounts that to the extent protection against 
fluctuations in revenue sales protects companies against the normal 
business and financial risk of the water business, anY,water 
utility asking for such protection must accept that the commission 
will also adjust the company's rate of return downward to reflect 
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such!C~ed\icaCi -:rlsk-ji f ~Any freductl'·Oii'iilf .ra~e~ ·of} ret~rn~.w·l1·1i·ba: ~·~:!f)J ~J(~···i(! 

accomplishe.\d :'by(-an [offset' against "amounts ir'f'the" rner:ioraridtim UL' 'i;:,~j ;c.': 

account·s, LilFthe GVent ~that:,·thos·e'· amoti)1t·~ab~' approved 'for ;i:'ec6very~> 
by the utliity. _c.' iif [;. ;.: <~;:,::,:' :;""5':; ,'·,t,·: 

Disposit16n)6f,,·PenaltyJHoJiies L::,<:;;' ': \':'J [";c- .' '!J 'Y1 ! :;'" 

: (Ii,,:il {1!":/'Th6 'Colfut\lssi"6h cauthdrized wat~r, utiiities I to c61iect.: ",': uT, 

fines; dr''piulAl ty :mo'ney '-from customers ,f6r usirt<j 'niore thaI\, their ,'n; 

allotment 6twater idllring;mandatory ·rationing.'; utiiities Were i,:, 

requited to' 'place fines·'in a "suspens'e account 'until further ". ':;"; ;" 
;1' .'? ~ .. ,. .... . 

i~; : '. It; is ,important t6'discuss; the: circul'llstances surrouriding f"~ 
the penalty collection by each utility or district'of":a:utility., it: "": 

before deoid.ing about' the' disposition of:tne"penalty m6ney. 
Accoidlngly, a:brlef desoription of penalty money collected by 
utilities follows. ; .. 

CaiAm was auth6riz~d to bllt-letient' a.ratiOJHng plan for 
its Monterey· District by Reaolution W-3431 dated February .24, ,1989. '. 
In the cas~ of calAm'sMonterey District, the Monterey Peninsula 
Wat~r~Martagement District has been imposinqandcollecting fines 
for 'excessive' water use."·" 

:' ;SJwc and Great oaks were authorized to'impiement their 
rationing plans ·by Resolutions W-3440 (effective April 12,'1989) 
and W-3444 (effectiv~ April 26, 1989), r~sp~ctively. Also, 
CalWater was Authoriied toimplernent itsratiorting plan f6r the LoS 
Altos suburban District by Resolution H~3446 (effective May 26, 
1989). These plans includ~ authorization to impose penalties'on 
customers for water use over their allotment. 

Slightly different circumstances surround the collection 
of penalty money for calWater's Bear Gulch, san Carlos, San Mateo, 
and south San Francisco Districts (Peninsula Districts). These 
districts receive all or part of their water supply from the city 
of San' Franoisco Water Department (city). On April 28, 1988, city 
imposed mandatory rationing on water utilities for which it . 
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provides water supply on' City~s rat-iQniJ'lg ipla_n \~n.~1u.4~"d -llnef? :uP.o~,"~JiI: 
Cwater utilities (for, watet\.use (in eXce~~_ ,of: their,alJptm"eJ).t/U\T}<;l~ ",~): 
required '.thatmandato,ry. rationing ;with !penaltie$,be il!1po~.ed ,on !I;'(~~",. 
customers of these utilities. . "I" ~ r:";~: ' ; ',.-" 

As a result of city's rationing :p.l~.nI.~th~,~ol!1IIli~.si,qn" .. o,n };l 

July 8,'"1988;', approved a mandatory rationing ,plan :for-.the .Peninsula 
Districts by :Resolution ~i~3404. __ The resoiutiolk~\lthqi;i,?$.d "ca.~Wate,r " 
to colleot and place i.nto;a suspense account penalt.ies .. ·fr,Qm '.: J' :",',} ,~, 

customers for use'in excess'of their allotm.ent·for eventuc;l~ retu'r:n., 
to its customers. The commission later authorized CalW~ter"to· use" 
funds: in the suspense accounti.to pay fines imposed by city on the 
Peninsula 'Districts. \" ,'f' '{' j, , j: ,~" -; 1;, 

,While <;alWater, had a procedure in place to ~olleot". 
penalties; from its customers and to pay penalties imposed by; city, 
it had no procedure in place to recover reVenue losses due to ,r ~, 

mandatOry rationing for its Peninsula Districts. Therefore, on 
May 24, 1988, CalWater filed A.88-05-045, requesting authority to 
increase its rates ,for the Peninsula Districtsto'offset the loss 
of revenue due to ' rationing and to establish balancing accounts to 
accrue the effects of sales reduction. D.89-04~046did not grant 
CalWater's,requ~st for rate·increase and establishnentof balancing 
accounts but authorized it·to establish memorandum accounts for the 
Peninsula Districts,· beginning April 12, 1989; to record its: : 
reduced sales and costs during the rationing period. ' The' , 
memorandum accounts were to terminate upon the Occurrence of any of 
several conditions including the termination of mandatory rationing 
by city. 

city terminated its rationing on May 9, 1989. Thus, 
Cal Water was allowed to record reduced sales in memorandum accounts 
for only 27 days, while eXperiencing the loss of revenues for the 
Peninsula Districts due to rationing for over nine months. 
Consequently, CalWater requests authority to apply the remaining 
funds in the suspense account to offset rationing-related revenue 
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e losses} Hrtlie' Pen i'nsu l'a-c oistri¢t~! which occurr$d'before; the'·, ~,;:.'.!:;:,C 
estabtfshirient i oi',the 'rneInot'andum, account F,) ,l{:"':; ','! ; .. ' LJ ;;Jnc' =1;1; fi 

I'Position df' Parties 'Regarding " c' ';' :,~.- ,~r·;\>.'."; k'<' 'Ll 

":i-!Dispos,itl~n ,of, Penalty K6ney,;,c';";, -:_;', :',Ui, ,"" _:! ;'} 

Co'!;: The disposItion' of, thepeilcHty ihvolv~stwo sepa~ate i~-. :.: <: ~! 

issl.fes:!'!'fltstji:the' dispo'sitior. O'f- penalti'escolleoted by, SJWO'-,L<.if. 
Great 'oaks;-' and'CalWatet' ,for ,its Los Altos' subUrban, District;, <:~Ii: l!;:::: 

second, special conditions applicable to CalWater's peninsula· -.;- ,", 
oi~trlcts.' ' . ..~ , . . . " .. 

r ":;'As t6'tne' fit'st . issue, Branch and Water companies agree .. ,' 
that monies' collected in the ,penalt'y,fundsshoUld :be ;us~d to offset' 
net revenue losses recorded in the memorandum accounts, anq: f ihes ;-' 
levied by a'utilifY'swnolesaler. As to·any·remainirtg,furtds in the 
suspense a'ccount, 'parties 'agree that such funds be refunded to 
customers,by,lnc6rpoiatingthem into the utility's expense 
balancing account. 

In addition to Branch, SJWC, and CalWater, the city of 
san Jose (San Jose), 'the 'water commission of Santa Clara Valley 
(Water commission), and the santa Clara County Intergovernmental 
Council (lGC) provided testimony regarding the disposition of 
penal ty monies collecte'ciby. SJWC~ san Jose, water C6iimission, and 
lGC request that rather than refunding the e~cess penalty funds to 
the customers, th.e ftinds should h~ appl led to ,the reclama.tion 
project being undertaken by San Jose 'and the santa Clara Valley 
Water District or in the alternative to set aside the turtds for 
specific conservation projects. 

Branch and SJWC oppose the proposal by governmental 
bodies on grounds that such transfer of funds woUld resUlt in 
SJl'WC's customers subsidizing noncustomers. They contend that this 
would be unfair to SJWC's customers. 

Next, we will consider special conditions applicable to 
the Peninsula Districts. As mentioned earlier CalWater was allowed 
to record its rationing-related reduced sales in the memorandum 
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account f01': only,> 271 days while f experienoing ,redu,ce!;i: .~~le~: t~r: qy~r:;;,:, e 
nine months. calHater requests that any, pena:)..tyfundl:L bJ~;.y.~~Sl~ .~,9"j2:-' 
offset its revenue losses incurred prior to <the ~stapl~~.h~~,I1~f,pf 
the memorandum account for the penins\il~ ·oi.'stricts~ (P.'ei),;:.-"'fo~(the 
period 'July 1988, to April',1989.' AC90rding' to CaIWa~er, ·1,Tl. the 
absenceJ'of: s~ch authorization, ,it: will shoUld13r almost, the .ent;i,t;~~;,,:,cf, 

financial' burden' of the rationing program and consequently fac,e:; i'':;'~;-; 
poor earnings.~': 

Branch opposes CalWater's request for penalties to,9(fs,e~n 
the'Pen.insula oJstricts' revenue losses from July 1988 to ,April 
1989 'on the :grounds ,that this would constitute retroaotive --~ ('], ; fii) 
ratemaking.:,', " ,... " ; 'J":::/,"<' .-,',i 

,. <In addition to its objection to CalWater's proPQsa,l: OJ) ".'~J 

grounds of retroactive ratemaking, Branch cites thestipulation.'lc';.'· 
reached between, Branch and Call'later inA. 88-05-Q45 which included",;, 
the terms for establ ishing the memorandum accounts for ,the ;,' r.;' ,c f Co i 

Peninsula oistricts. 0.89-04-046 which adopted the stipulation and 
authoriz-edthe establishment of the memorandum account 
chara'cterizedthe stipulation as follows: 

>n n. ,: .Under : these circumstances, memorandum 
~c~ounts.as proposed in the stipulation are 

···1~stified. They will ~llow the po'~ible 
recovery, in a future order, of revenue losses 
that nay be incurred beginning with the 

. eff~ctive date of this order ~nd continuing 
',while I. 89-03-0Q5 proceeds. Because. of the" 

prohibition on retroactive ratemaking, C\iS 
would-not otherwise be entitled to'recovery of 
any such revenue losses. The provision for 
memorandum accounts is consistent with our 
cliscussi6n in the order instituting . 
1.89-03-005.# (Emphasis added, 0.89-04-046, 
p. 8.) 

Branch contends that CalNater's request is contrary to 
the terms of the stipulation and should be denied. 

Branch also cites the language of Resolution W .... 3404 ,in 
Finding 'number 51 
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Discussion,.:(" :', :'.,-;d;j """"', ":,:; •• :. ""';"'-)Ij'~, 
;.j .- W~: beli~ve that:,the propos~l ; by J3ran~h, ;:_S~WC,,; an<;L\ '{"';""'Y: 

calWater'to,use;penaltYvf~ndsto offsetnetreVenue.~6~s :~ecQr4e~.~, 
~ .' \. ~ - . .. " . - ~ ~ .~ .... ". ,. ~] 

in the mel1;lorandum-accounts ,and fines leVied by a utility's, ; .,.' , " . 
~ . _ . . ~"". J."' • • .~ •• , , •• ~ • " .:1.. ,-' .. _" ~ _.".; ~ ,", 

wholesaler is r~ason~b;le., ·w~: als? bel~ev~ that. ~ny Jr~m~~I)~ng :.~~n4~; 
in the suspense al::cou~t shou~d pe 'r~fu~dedto the ~ust:0mEu:'~,,~Y," 'c",-. 
incorporating then into the utility's expense balancing ~P~Q\.tnt. " J ,',: 

We will adopt the proposal 
Next, we will consider the,r~quest by San Jose, water 

commission, and IGC for using the fines collected by SJWC for 
rec~amationprojectsin santa Clara county. While 'Je appreciate 
the governmentalagencies.~ efforts in reclamation and conservation, ) 

- ." - '. 
we question the fairness of the proposaL By approving the 
proposal, we would require the c~stomersofSJWC to support . ' 

. '. ~ 

programs"that woul,d ben¢fit SOT.1e people' who are not,SJWC's 
, , ' 

ratepayers. Given these, facts, the commission by approving the 
proposal would" in effect, be levy~ng taxes for general 
governmental purposes. While the Commission.has the authority ,to 
fix rates and establish rules 
have authority to levy taxes. 
County of santa Clara do have 

for public utilities, it does not 
On the other hand l San Jose or the 

the power to tax. 
We will deny the request by San Jose, Water commission" 

and IGC to use penalty money collected by SJWC for reclamation 
projects in santa Clara County. 

Finally, we will consider CalWater's request that penalty 
funds collected for the Peninsula Districts be used to offset its 
revenue losses incurred prior to the establishment of the 
memorandum account for the districts. In authorizing CalWater to 
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establish memorandu~[ c;tccou~tSt j::h~~9l!U11i~siQn}ne~~{,i~ \Q~~_ar that 
Calwater wi.l1 only );e:'-afH)W'€!d:,tn~-~p6ssi»ie '~l:~co~er~~-'6f jl'reVenue 

;:. .~~.;.;~'~ _i : r·:J_:.i~"'\,~- . ·~:c· ~ ;~';:'l-(;::'~~;f, '~~~;-'.:r-;:: _J:"=I:t; r· OL i.~,~rr,~J 

losses that maybe, iIwurrect b~g~l1nln<J w.1tl1"ith~i¢~~eC?1;i.V~,~date of 
this 6rder,n 'C(D.89':'04l:046~' iH 'S.)"fThe liu\guAge"is'oleat and 

' .• ~ - __ , ~ -. • I" .~ l :.- i ; < -.. ". -. ~ ~ ~ ~ • ',. ~ I f ~ i' f _ ~ . (,: ': .. ~ ';- • 

plain. It follows that'nrevenue 'iosses' in6urred" prior"to "the 
effective date of this order" are not subject to "possible ','; C 

recovery'< uThe 'i-~soiutior\ whi6hiluthoriied the coliections of 
pen~i:tief;'-{W';'3464 )"'p~oVidE!dcleariy that they','w6uld'eventmH1y; b'e (,:) 
returned to' e\.i~t6mers.' 'Nothing subs~quently'-has' alte~ed i this ,,":: It! 
iritehdedciiJ;position." #~ Wili 'deny caUiater'~ 'reqUest t6 recoVerA ;: 

any rev\!nue ioi:ises iricurredbef6tte the'l!:ff~ctivedate"6f"'::'; ,',;1; n: 
0.89"'04.:.i646~ '. '. ;,,: """, .. 'Lt 

tn~addition to the water supply and rate relief issues~ " 
parti~s raised certain othe'r issues which need to be addressed. 
The discussion 'ot .those"issues follows. ' 
Normalized water consumption for SJwc e 

0: 'a9"'()4~o41' authorized SJWC to establish' a memorandum 
accourltto~rec6rd the reduced revenues resulting frOm the: ,j, 

imposition of mandatory rationiiuj~' O. 89-04-04i ~as' issU~d in ' "r 
response:,t6 SJWC'g petition, in its general rate case application 
(A. 88':'09-(29) , 'for emergency rate relief to offset' expe'cted revenhe 
loss~s due to mandatory rationiilq. For the purp6se of'relief 
sought in the petition, SJWC adopted Branch1s estimate for 1989 
sales (which is based on water use per customer)lncltidedin 
Branch's exhibits (Exhibit 16). 0.89-04-041 adopted the stipulated' 
consumption estimates and transferred the issues related to 
menorartdum account to this proceeding. This is evident from 
ordering paragraphs1a and 1d of 0.89-04-04i Which statet 

"1. Petitioner shall establish a mem6randum 
account to accrue changes in revenues, 
sales, sales-related expenses and penalties 
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;d {fU~! t'o3~M~.!\n~hdit.t>~Y ~~t:~i.:~'(~atlbhi'r{<f:i)l~n'i)J'O!'~''''':,') c>iU 

''j'n ):, :>'11 .... t(A'dvice' Letter: No. '.216)-:: until, further}; 'in :', F'; U ,f',,! u::>-J G~} 
' .. ,,! ;.~}n.o,t~~~. by ,this ,c.o,nunisf>ion\lrtderthe, ' . " ,_ ,,"':,' > t,' ",',' • fl' '~r, ',:,,' ,', "" ", fo'! lowing 'con<litiohs':' C • ,., "" ',", - , " • 

f:,'~: ',~·CI-·{:t\.Cl t:[ i." ::.!·}~···i~'-.. i_··~~;-i-_·,~ :-:;:.-t {1r~f:J{.r-'ri:·:{1()'~· :'!£~; ,(':5( 1 ) ~)J"~C~<-:~(! 

r ,f ;',' .:-:,( /ra.~c' petif-ione~, sh~ll \lse ,CACI), cq~l?:"lI,nptJon r,' ""i' f r _ '" 
, • I" "an<rfab{ 'of 'l°etubi' estiinat~s'contalned"" "d./, .... 

,':;" n ,,~, 1 ,('; J' !i ,; fih"EXhibit>16' in' calculating' over ,and" i",:~':! ,n~, ,,(! 

un~erc9).le9:ti9ns.; J?~t~~i,on~r;~s f"+ ), ',,,,, :','.",' :.'( ','0',",",',1,'" 

'. ~ '.' i 

prop'osed method "ofcalculatih<{ oVEn' and ' , 
undercollections shall i be' us'edas"an'f,J '1'/ {j j In] :in;1 
interim measure. ,1 "d" >j !,', i',j 'i:-'r l'~" f:' r,! [, 

.' : '~' "d.'l.:'Th'e Jr'easohabl'enass' of, costs arid;: ' ,;,:" " 
". ; i. c'~~l~~r:iiA~R~~f~~1 ari~,t~~~~th~ri~§; th~r.-; l :;~, h':'fL" .il, 
"account~': procedures ,for placing costs' ;(1 r,; h,!; i (l')'! 

',' ; ", .,in" t,o .ra~es,.flnd ,apY, ,oth~r" .isJsu~s rai~~d .:,',"';""',f 
. 1n the 'petl.tior'lshall be consolidated");; 

: ,wit.h"I.8?-03-()05. No:.'costs,' expenses", ,"" '.' " .. ! : 

.",or penalties,contain~d in the" ,;, c, " 

, "memorandum acco\intshall be placed into' ',' ,'; 
rates prior to cOnliiission . '(' 
authorization. 1t , 

·-r 

'~'. ~: ~ 1; .' 

,In october' 1989, the Commission issued the final order,' 
o. 89-10-038 i~' in A.88-09-029. co' Orderirig Paragraph 7 of 0.89-10-038 
states:' 

n7. ,The: consumption estimates authorized in. " 
this decision shall be used in calculating 
any loss revenUes irisJW'~ memorandun' 
account from the date the account was 
approved in 0.89-04-041. n 

: l : - ... ~ :. -f -

t ,',,' 

Branch contends that the aboVe ()rdering paragraph 
inadvertently constitutes retroactiVe ratemaking. According to 
Branch" quantities adopted in October should be used prospectively; 
to apply the quantities to a prior siX-month period would be 
retroactive. SJWC disagrees. 

In addition to pointing out the ponsibility of 
retroactive ratemaking resulting from ordering Paragraph 7 of, 
D.89-10-038, Branch, on March 27, 1990, filed a petition to modify 
the language of the paragraph. In response to Branch's petition 
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the commissiol\ i~~u,~~;P .. ?9-9~;-!l~JJ" .¥hJcn,_c)..C:\ri,fJ~,s.. t~~t in 
I;!h.~·~. t-.(.t~ •• -}"~ _"f,-.!. ,,-:-Y./!" .. - - I( ":"t~t-.!.r>~_·:.(.'-", ~_;~i_~ -'.J.- ·~,t.J~.:-

calculating any revenue, losses.! from: Aprllf'1'2;' )..9JJ~_ \(~n,e effective 
date of 0.89-04-041),,'tb 'o({to'be'F'1'-2/T9s;, ~(th~ "t!'ff~c\:iVe date of 

,;.;{(.Jr,:l!;~l():" Pilf",;;)-1 J(:") 

0.89-10-(38), the consumption estimates adopte'd in 0.89-04-041 
shall be Used /:~~ ~~v~ijV~'~~?,~~'~~.'~~b~~~~d ~¥t;'~r',9:~¥~her :1'2, 1989 will 
be computed usirtg th~, ~on~uinption: ~'s'tiinates~~d<>p'te~ in D.89-10-038. 
There is no .need ~9,addtes's' th~s is'sifac .any 'furthe!i'~ 

~'~: .• '~~ i.,,;.~:< '~"J ~~. i.' ' •. __ . ~,..<. 

Motion to Delay: Determination' of ".' ,. 
a Limited Portion of 1.89-03-005 , _. 

As mentioned. eat-lier" D.89~04""046,· -in A.88-,05-045, 
authorized CalWate~' t<>-"e~t~biish nie;itibrartd~ni~cc6un'ts for its 
Peninsula Dist~ic~'s>' ~he: te~~'of ~~~~~lYshi~~. \::l1e memorandum 
accounts wer~la's~d :6h'a sti~Ul.ation ~betwe'eli··a.ir 'iiarties including 

" " " - , • " _. • •• "',' • ~ _" c 

calWater and Branch. According to the stipulation, parties agreed 
that pending terninatio~ of n\artda"bjry:tatlo:n.ing , CalWater should be 

." ' : ~".' 1 ' • L • " 

authorized to establish memorandum accounts to prospectively record 
revenue loss and related changes inexpe'nses·dlte to rationing-
related loss of sa led in its Peninsula Districts~· D.89~04-046 

furtherorderedthatr4:lt~ relief for revenUe losses;recorded in the, 
memorandum accounts and the disposition of penalty monies collected 
during'rationing will be,considered in this proceeding. ordering 
Paragraph 6 cit ·D.89-04~046 which addr~sk;e~ the.isslie of penalty 
monies states that: 

"6. The disposition of monies collected by cws 
through penalty charges which were 
authorized by Resolutions W-3404 and W-3412 
shall be resolved in I.89-03-005." 

Based on its interpretation of ordering Paragraph 6, 
CalWater requests that the penalty monies collected in the 
Peninsula Districts be used to offset reVenue losses incurred 
before the menorandum accounts for the districts were~stablished 
by 0.89-04-046. 

This CalWater request has caused concern for the Branch 
in A.88-05-045. Branch contends that CalWater reqUests 
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cOlllpeneation for; 19st ·revenuesbeyond ;th~$,cop~.~_s.t,{lP.".ished in 
0.89-04-046. Bran~~jJ)~[{sJ:1tth11{ ;~~i~iii_~~-')~~1:>l.::F:~ct~Y interprets 

"1'-- ...... ~_.'-~ '-~"' .. J.. \.\1 ~_.-..;·-_·.J.\.\,L·J-;:_~ .. r;l:Q_J0·.£~)I,...r..i 

ordering Paragraph 6.·and 'accordinglY'(l,on"Aprl11:11,,: :l,?~O, it filed a 
petition to modifY '6fder'ing 'parJg~apli)i6'·Of'~DH~9;..q;~f .. r04·6; and a motion 

~ ~ --. ; J .:- ~ j f_-:-' .' ~ < : ~ } .~ ,.. i c -" ':. ,- _ ~ ('. :.!A ;. = ~ ',) •. )<~ t· ";) ~/ 1"" :..) ~) '.~' "'1 

to delay the consideration 'of, dispo.sitic:m _o(.;penal,~Y··~lIl.onies for the 
Peninsula Districts. In the mot1dn/ (stanch c'expresse's"concern that 
a misinterpretation of,Orderinq Paragl'aph 6 . may. In.acl:Y~,rte;~t.ly lead 
the commissf8n 't'o milke 'if'leg~iI~- '~}.r~ile'6\l.s .' dec,iilfo"i\' lin' 1.89-03-005. 

~ ; -' ~;' ~ ! ~. -- .' ~ :: ~ ~ .~. . !.~-, .:,. f [~. .. t :. r ~ I.:~ ":...:; J. (~ -:: ~ 

Nhile fW'e, understand this concern/~ we believe that the 
, , ", ... ', ,'- ~ ') 

same concerns h~ye "ll,r~a:dY~b~-¢h ,.ral~e-d J)\: ,~tfl1;s ip\i6ce~dinq 
t , _" f':..:: '".".' ~;:,''':_.,," '~-.J: ~ ..... " ~;:! ~.1"..: _'~.J(·~-;.".t ::~.j f:::,:~j~} ~ 

(1.89-03-005 h c· Our ~decision ~ regarding, tllc$.dispositioJ1 of penalty 
monies for the:peni'n:sul'A' :Dis't~rf6ts \'tdlf~ A'dd'r~sses' 'Br~hch/s concern 

, : : ; --. ~ - - - !~ \.' L '.- . ~- :' ~;- [~'- <. ". ~c: ~.i; j . ~ .~. ~ r 'J 1 i ,-:; i. i: ), .. '. J: U 
and is in striot confornanceo£" .the, provi,sionso£ ~D, •. 89-04-046. We 
do not belie~~ that, AnY'usef~t pttrposJ,~111'.b~ )s~rVed by delaying 
the decision 'regarding.'the dis~~sttlori"'~f :p~~aity 1!lo~{es for the 
Peninsula Districts:'; '~e will . deny the' ~otlon~' ' ~ 

.' - ~ . : \. ~:' - ~ . 
As to the petition 'to modify orderfn'g'paragraph 6 of 

D. 8~..-'&4';:04 6, we hAVe lntert)teeed the' paragrapl"i l:ort~ctiy in making 
our 'd~6i~10n regardfnij 'the panaityiUonie~~i cTh~re (is 'n6 'rt~ed . to', " 
nodify it. 
Closing the: Proceeding in'; A~88L65~645 

.' ,< : I: <' 

Paragraphs 1.C and 2. of the stipulation adopted in 
D. 89-04-046 provid~:: . 

IiC • A determination of ·theamotltlt6f drought-' 
relat~d 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 p~rametersl if any, thereof 
are expressed, in forthcom ng commission 
decision(s) or res6lution(sf in 
1.89-03-005. It is the intent and 
agreement of the Parties that unless 
1.89-03-005 falls to provide parameters for 
rate relief for loss of sales revenue due 
to drought conditions, rate relief shall be 
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'i~: L;O[h hutnorizedl'or cdehfed"(asthe case may: be)i Hut. ~ 1 ':f~'''!,'-';' 
: .. ·.L,"':.,. "',' ~ in .this procee~lirtg using, ,the, same <'.- • 

> C "et paracie\:;E!-t~Uestabli~hed'lihJf.g9';I03r-60!f:-fi; .~),,(~,·;,!)-,cs.c 
b~;.U} /1 \ftaking:int'6'~iccount.',theClaccruals!drt th~'i~_'f~'.ir:j r·:d Db'z, 

'. f '" Memorandum . Accounts and .any ,tate·.Yelief ' _, ' '- '," r'd~ivedb'y' cal~atei"'f()i"i.o~sl'\:if;s'ales- l t.,~': OJ n'~;fYl j"'J; 

c'd .:r '." '" :'revenU'e"du~r ~to' i drought 'caridi tion's '-in .'or,,:,',' ')If! '{ 1', [ C i) ~.:) 
"', 1 ".,;.p~rs~ant,.t9 ,I.g9:!03-:"()9:5~" T.," ',r ... ' " ' -_ _ ~. - _ ..,. ,,,- ~.. .L l' _. ! 1,,-<. _.~ __ r~J,' 1._" ... ~~_!" -[ .~ J:' r~ ~r,_J "':-tt,; i.:-. "')!j 

:. -.1 '/'#2 •. ) Th~';part.ies'further'stipulate·,that, on :the,' t(:,';<;;;~.r: I 

. . c: effectiveness ,of ,an order by, ,the ,Commission 
. . imp~'einenting' th'is"'Stllnilati6n, 'tiffs ' " 
.'d_' proceedirt(f shall ,be sus'P'er\ded<pe:r\ding',a~f :. 

'. ,~ c~~~·t~~oJ~i~~j~';~~i$i1;~~~o ~b·~,c,~rii,j!\~~·r ~lthierl i" ,:', l' . ;. 

".'. ',,:~, Staft;6rCA1Wat'er,liilnLadditiori:and-'in artY"":;'l' ;:,~ -"';::, ,'; 
",' .,' ; , .eventl, ,within 30 days, of, the. h~suancp- ,of, <=l. ,,_., .. ' .' " " deeds on J6r resolu'tio~ '.'in - i ;8'9.;:03·';:;6'o~~'the· .,'. ~ ",f fIt 

, ,'. '. terms'of: which' 'establish·: the! basis f for 'rate;' n ~ ... 1 ,-',1" 
';'", "relief, (if· any). inth~s proc:eeding as.:. c,"'" 

'provided 'in Paragraphl(C) 'above~'calwat~r" ,;) ,",: ,,' 
shall ',file a nt6ti6rt ,to reactivate this: . ~,\f' 
proceeding, so. tha.tappropriate rate. relief Ii •. · .•.•• 
if any, may be authorized.' " . ., 

, . 
,As_provi:~ed in .p~r;agrapI;l2, a~m'~~1 ~.,~9-~~,,:,;O~6 su~p~nded. ,; 

the procee~ing in A.88-05-045. ordering Para9~ap~50f O.89~047046 
~ -' • • ' - . ' • - • <' '. ,- '. - , - '. < ' - - '. 

states: 
111'5. This matter is suspended in·accordance with, the stipulation. II '. ""'.':" ,. . , '. 

Turning to the provisions of paragraph.1 ~ C o.~ th~ 

stipulation, we note, that all drought-re,lat~~ rate rel,lef issues, 
including calWater's reqUest forbalartrilng _accou~b;;, have been 
determined in this order ~ Accordingly, the puq)Q~'~ . for which this 
proceeding has rernairted sUspended is rto longer valid.,' Although the 
stipUlation has provisions to reactivate this proceeding, the need 
to reactivate the proceeding has been removed as a result of this 
order. He wilt close the proceeding in A.88':'()5~045. 
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S~lf-Ini1i~t:;fh'~(M{dr T~h{1l1~t1il~ ~-:; -; .: <, >'lcJ-, ~! r -,',- ':',; \ ~:<:-,l: 
Mandatbli'} Rationing' Plans . ;:' r _ t; ,~ r ,-, U -f~' -T ,--,'E, -; U;:t ;;'''' l j- £,', t" L J r:n t ru '_<1 

"-' db~Vlrl(.f 1~ti?,-) v~ri6Mt pubi ib- wAter- id lsti-i'Ct's' impo~ed;'1 (J~l-i ( ;' f 
rat fohfHlj' 'C:>hf ~-~ t~r' btlll tl'~;;;'( 1n) HHifF' At-ea'. cd. 'Tl1e\ :WAteF 01:].11 t:His ~fr ; I ,~) , 

had to s(!ek commission approVilF tci' imp'6s"e' 'lnahd-Atory'ratT6ni'n~~f'on: -:li;) 

their customers. The conutlission approve'd'; art} <rii4U~sts" by ~at(!r 
utilities to implemenbtheb,'; rationing plans_, , " ltollev:~r;'i due to 
procedural anp, }.o~l~fi~al-'!pr,~b~,~~S·~,' tl\E<'cO:~~,~i;i§~~,~~f~yal was not 
granted sililultan(!oUsly with the-imposition,'of rati9ning· by the 

.. -". • f ,-' "; .. ,: "" ,- -" c-' ,',' '-," , 
public water d~_sti-idt¢:,~'rid .\:Ias;d~iayed'bY ~:f~w,_w~,~_~s,_ .. ,'Similar 

~ , •• ; • -' 10 ~ " ,t . -' '.~' . _ "~'> 0_, ~ .... .i ~: _ 4 "'~'.. ~ 

delays in commission approval'wereiexperienced,upon .the' termination 
" •• ;··l·-~·~! -,:;.~.-. '-.'~ -". ;,~ (.-.": ;:i',;-~-~)~'--~ :_,~;, ~ ··· .. ;~i of rat~onlng by ,the'publicwater dl~trl.C~¢., : ' .•. " '." . 

. ~ -' ~ ,_ . . ., ~ .~~ i .1 - . - ~ t - . '; ".: .~) 

In ,order to' avoid such delays' in the future"SJWC 
recommends that:the'tpnimi~~ion'adopt a'p;o~~dure;'Which :~ill include 
preapproved ratio~in<J> plans in a utility/~ tariffs. SJWC proposes 
that the rationing plans included in a utility/s tariffs could then 
be implemented or terminated by the utility using commission-
approved trigge'i:mechanisnis.· , , 

Brahch'does not' oppose the ci:m~ept.·; Branch believes that 
specific ratiohihq plans'shduld he adopted for,eachutility. 

. - '.: , • ~.' , ~ t : 

However, Branch does not believe that a utility should be allowed 
to initiate or terminate rationirig on; its own initi~tive. 

~ -. ~ ~ 

According to Branch, with adopted rationing plans already in a 
utility's tariffs, the commission cQUld qUickly activate or 
terminate rationing. 

Discussion 
If public water districts call for rationing, swift 

commission acti6n is needed to alloW water utilities to implement 
their rationing plans. Allowing water utilities to add preapproved 
mandatory rationing plans to their tariffs will be a significant 
step in expediting commission action. We will allow utilities to 
include mandat6ry ratio'ning plans to their tariffs after such plans 
are approved by the Commission. 
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Next, wa l-lill consider the ~~~f~i!?r~-pfl' il~tt~i~~tlJWf :?frfI-]j'"J:~ 
terminating rationing for water utilities. In;.order: !to' 9o:Jhat~'j-,Jt;,~x 
is import.ant"to, e_){~min~, ~he impact ~f .c;:ertai~ ,~e9tiorts, 9#= J:he 

. - ~-.J;.J. ".' '- ',' ", ", ,. ·_L -, • _\ _ :;.~,. t:._~, k. t r*) ...l.J ..•• 

calif_o.~pJjll,~.?,~erJ (C.W)!},~ode ... , r;he~e, ;ar~; th.re~i r~~tJo~s ,~~~~Y~~h ft'?r ,; .,:t 
our c.oI)sid~ra~~(;ms .• _" They, at::e as follows,; _ . ' . .. ~ ~ l- .. ·" ~ 1"_~ - ~ ~~." '.;. .,". l'. . • ' '. ~",' ~;. ~ - .:::-. .; " •• :::; -:-~) j) :r~fi 

" _~ ,~.§ _?/?O •. _,Dep}arM}o,n,.-" - -, -.:, , ,; ;"<.; t •. ,-;_} 

(, j "MThe' 90verning body of a ~ distributor' of, a- , 
;,>c_.. ;~, P\ll:>l~,C _w~~er; supply, whet1:l~r,llubliclY ~r:. _ ' 
- '-' - 'privately' owned and including 11 mutual water ,- . ;,'1P;:; ~'~":"~ 

,.,.':' ',: company',' may deolara a water shortage I :Lij;; •• :,' 

',,' ", ,,~~~:~g:~~e~9b~i;~b~~is~~i~~~~twt{~~~V~~eH:";' ;;" C)} [;;I,j 

·';ii'.S' ',:, finds and'determines'that,the ordinary,r",i ,_) I:! '\'L":' 
demands and requirements of water,c~m~l\mers, ; : ,,:.d .; c;:;, 
cannot be satisfied wi'thotlt depieting the'-

"-,;Wa.ter, supply of the distributor to the extent " 
"that there~ould be inSUfficient water for 

;, ~- hUltitlfl 'consumptionisailitatioh, and' fire 
'protection. " 

"Excepting in event of a breakage or failure , 
of a dam, pump, pipe line or conduit' causirtg 

"', ian' iInl1lediate 'emergency,' the declaration shall' 
"h,e ~~deonly after a publichearin.9,at\oihi~~h 

consumers of such water supply shall have an 
'- -. [ ", opportunity to be heard to protest against 

th~ declaration and to present their, ., ' 
're'spective needs to said governing board." , 

H§ 357. Regulations and restriotions; confliot 
with other laws; public utilities 
commissional approval 

"If the regulations and restrictions on 
delivery and consumption of water adopted 
pu~suant to this chapter conflict with any 
law establishing the rights of individual 
corlsunters to receive either specific or 
proportionate amounts of the water supply 
available for distribution within such 
service area, the regulations and 
restriotions adopted pursuant to this chapter 
shall prevail over the provisions of such 
laws relating to water rights for the 
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duration of th~' i~>~'tii6d' C'of'ie'rfi€{rg1ehoyy,ii'.' f,.} i I:.,';. ;,' l'}-iL~;f I.') 
<'fc', ; ',', : provided ,,:how8ver , that '.any· d,is,t.rib.utpr ~Qf,/o Ii:' 

"{' ,',' .... 'I".:«~t>eF,~~ic~,isu!;.,ub,je.·q~,.i;~.};e.gul.at,i.~" bY",tp;e I • _. ' ... :, •.••...•.. '. . .. :., state Publ~c ut1l1t1(~s 'C6ruil1ssion ~ shall";:' ,: "',, ',: >. , ' 

r·· . 

. ", ,before [making such regulations and ;;>,:. fe, j '. ·.t; f! .: ('j, 
restrictions effective seGure the ,approval . 

~:'th'e'r'eo't 'by" the; Puhli<5' Utilitl1e's c6mmfsslon'. Ii : 
.~,-; "::·-~:"-}'1~'. :_::;:. ~~~':_~:J; ,') (.~'_; ~,~l~~"·_~!-.;·~~c ~1~'_';'_ ;:;~. 

; ,.,(~9.T.E.: .:. othe~ p~rr~J:r)en~, -~~,cti<?n~ .of ,~I1~, c~ '. ;. 
cOde aret- "352'}{otl.ce of-Hearing; '·354)" I'·_~J.~ ,_i.,< 

Priorities; 355 Duration ,'ofRegulations and. 
Restrictions: .. 356 Regulations and 
R~du6tid'ns" Denial 'of 'Appl ica'tlons, .' ' .... 

. Disco~tinulng :,se,ryice for Violationt at:l.d 358 
Judicl.al RevioeYi') .. ' 

It is evident from the, above; that there are. thr.ee 
essential,.steps leading to implementation 'of rationing by a ~ater .' 
utility. They are (1) declaration of water shortage emergency by a 
public water supplier, (2) public hearing,. and (3) coJnIt;lis~ion: 

approval •. 
Turning to .the question of Cornnission appr~val,. we 

believe that a utility should not be allowed to .initiateo:r : 
terminate rationing on its own. CWJ.Code §357 requires a formal 
Commission approval for . implementing rationing~ .. 'I'herefore, we will 
continue our current procedure ·of r~quiring utilities to file. 
advicele~ters seeking authorization to implement or terminate 
rationing. While the commission has been quite responsive in 
authorizing utilities to implement their rationing plan, its 
schedule of meetings can delay the approval by two weeks. This 
situation could be improved by eXpediting the processing of advice 
letters by Branch. Since there is a 10-day notice requirement to 
place matters on the Commission agenda, Branch, upon receipt of an 
a~vice letter proposing a rationing plan, should immediately place 
the matter on the agenda for which the advice letter meets the 
notice requirements. 
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CalWater's Petition t;~ :~~,t,.Aside,~S~m.i~~,~l0f.t"tj(, ,; .,j ~~i'''''';:' 
On April<'2'oii;199~oi' calWater: filed"a.petition '.tp set aside 

"'-,',. ,. .. : --'-"~ .. ~,: ... '~!,"-.<~ ".,1" ·"_·4-')i-!;!t ... ~ ~'-_f -: ... ~.:.~ -~-~""l.!-.". -

submission of phas'e' i::6~ . th~ 'p'rocee.d~n(J '{o,r; th~>:,ti'm~t,e'd, :purpose of 
~ . '. , '"- ' - -. - . " - ~ .. '_ ~- .' .~.> __ -..:_ _ _. ;... ~ L, ...... , r_~ 

establishing a memorandum accouht i for its :Stook~on ,'oistrict. 
} -...., 4i' ..: '. ~ -'. c:-:·";. . .' _ . ~ • . '- ~ •. - ~ ~ '. :... r r i .. ~· ~ f' ,'.;. . -, r' -. f :, ); t" " i. _ -, ; 

The cl~y ,'of" sto<;:k.ton h'as 'a.:iop~'e'd ·~~'str,icti~n.s: :,on water .. ,~~ - -' - - . . ~ - '. . " ~ . . ~ .- ~ ~ .. ~ ~. ...' - ~ "-' ~ . ,;. . 

usage within stockton. According to calwater,this action by the 
• . -" ",",'.~ , ", ~ . ~ • - . ~- ~. ,. • ,. ~ • . , r . 

(':i ty of stockton would -'re,suit ::In a' re.Ve'nU~' !'6'S~(~of -a:ppr6ximately 
- - . ~ - . - - " . , . -. --

$750,000 in its stociktcin Di~trict:··, 
Therefore, C~lwate~' 'i~~'~s~s~uthor'.it,y. ~o~st:ablish a 

memoranduI'l account t6recordlost; reVehUesj ,sav~,ri<1s in'operating 
expenses and extraordinary conservation 'expen'ses ~ ",; i 

Whil'e 'we realize that' Calwat'er will be : Unable td recoVer 
the 'reVenue \loss 'due to reduced : water use, '\ie :do' not believe ,it,' , 
necessary ,to set aside' the sllbinissi6rt of" Phase't 'of this .' , 
proceeding, ' 'This proceeding still' remains6pen to address 
additional drought-related issues, and we will address CalWater's 
request in a separate order and deny its request to set aside 
submission o{PhaseI of'the proceediilg~ " 
comments '. on the Proposed, Decision' 

CcHAm,Calwater I Park Water Comparly I 'SJWC~' Southern' 
California-Edison 'Company (Edison), and Southern california water 
Company have filed comments on the ALJ's proposeddecisi6n. Reply 
comments were filed by Branch. Based on'our review we belie"~ 
that, othei- thari correction of errors, the following mOdifications' 
to the decision should be madeS 
Recovery of Extraord~na~y conserVation Expenses 

It was our intent that amounts less than 1% would not be" 
granted immediate rate relief but instead would be deferred to the 
balanoing account for later recovery subject to the rules governing 
balancing accounts. Accordingly, we have revised pages 25 and 53. 
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speoial Provisions for Edison's Rationing Plan ,j~'f:'; . -t() ,!I':! (flrcr':] 

Edison i~\lI>p'I.~es.,,~a~~~~ ~~rvl.c,~ tq "*~.,s/l~t,a ~rtal.i,na 
~.\ . ~- -~'- ... '_ ..... , .. 1,.; '1.,.:~ .J. ~_~~ . ~:.-_~' ""._1.-.._,_" l. [~ .. > .. f.j·~' 

Island. Due to the ~-limitedwatersuppl'ies on tne,Isl,a.nd; Edison 
has had a wa.(~~;)~~~1~n~:l,i{~ t~rlar:. ,~~: p\~Ci~~~~·~K~;,bel~X.~ ;~~~~ current 
drought. SpecificalIYi',on -April· 25/; 1917'1. Edis.6n c,fi:led Advice 
Letter 16-W with (thJ (c6~lss16rt '1:6 faithbii;;hqt'he'S~hta: catalina 

.. ~: : '.! ~ ~'. - J ~ ',: \. ~~ ••.•. i.(.{" j' • :,' 'i .;, ~.~ :.' ~ ... ' . ~ c·~:):- ~l .~_u ".: i 
Island Fresh Water Rationing Plan in its water tariffs. At that 
time, Edison complied with the procedures set:, forth l-1'n' s(fC:£t.:1oJ\s 
350-358 of the :C~i code.". In Resolution W-2122,' dated ,M,ay ,17, 1977, 
the commission authO'riied 'tdis'6W 'to' ~stablish<> 1:hewate'r Rationing 

,.~~_~!i~" _te" ~."~_:-<'.~. ;·.·i~· . ~ ':4" ':,_~ '.~.'1 :·-i1.{/~;lt 

Plan as proposed. '. .-,' .: ~ -,'U J.-.~ J :.-'; "~~». 

Unde:t th6 "tariff prov[slonii 'of "the RAtioillrig Plan, 
implementatio'n or' t·e~i~a'ti.on~i 'the ::R~tionin~ J ~ian ,~.rs triggered by 
the level of f~~sh ~~ter in Edison's Middie Ranch Reservoir 
(reservoir), which is the'primary ~~t\rce otfre~h~ater on santa 
catalina Island. Water rationing is accomplished PU:r:S\l?Xlt,tO the 

~.~-,-.t •• , .~" ~. -"('-

in Rationing, Phases 1thro\.lgh 4 9~ t:he quidellnes set fo~th 
. ~.i . _ _ . 

Rationing plan. 
, "... • . I ': . " ;. ~ . ' , 

Basically, when the level of fresh water in the reservoir 
is at or ,above 60{) > acr~-feet.' t~er~ are. no.' ~~'~datory 'restrictions o~ 

.. . . . ' . , . . ~ i .' 

fresh 
drops 

water, use . ,When the level of fresh water. in theres~rvoir 
belo\i600-aore,feet, Phase 1 restrictions are placed upon the 

< • • • :' • 

use of freso, ~.,atl3.t' which is followed by more restrictive Rationing 
_ . • ~: ~ . i . 

Phases 2 thr,~ugh 4 as the level of fresh water" in the Reservoir 
decreases. Movement among the various rationing phases is repeated 
as often as conditions warrant. customers are notified, by first-
class mail, and in the local newspaper at least 15 days prior to 
the effective date of the implementation of the Rationing Plan and 
of 9hanges from one phase to another. 

To recognize the special provisions in Edison's tariff, 
we have added new Finding of Fact 44a and modified ordering 
Paragraph 7 as follows: 
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Findings of FactL;L-t-':Lr,iIL>r:jI~j_; 'n,)'~Jf,:~ 'j.:'-t;';!1O;J~~v'»'i 

i''4'41tL r JUt{i:iti~s1lhat? aYl!e~dY h~v6 "ccihliils'sI6h IYJ~~i h'i 
:1::, ,1: ,'-, ,',approvali to' impleJl1~nt 'and ',terminat'e-;i! (r;' c.;':: 

tn. ", J'la~d~tory! r~~ioning" as re<w,ir~d'hPased,on,., 
" , ", predeb~'iiniried' ·conditiohs 'set' to~t-'i'tr 'th'~rr 
<:( ':: ,. :ta'riffs,', ;do' not (need to file advi¢e; letters. 

-. ; i " "', to seek, further, commission approval ,to, t " , ',., .',' implement' orterm'1nat~ Iilandator~i ra:tioidrig. ': 
~ ~ i. ~. ) ~ :;, .; ;: ." f 'j " . :.. ~ i '. ~ • . I .-- _; '~_" _ ~., :_ - :." .... 

Ordering paragraph" 
, '7. ,Wate~itltilitiej' shall'fil4 ari advic~ lette~ 

to . s,e~k, ,coJ'!UllissioJ\ ~~thO:t'iz~t~o1'! ;t;o {j 'r ',.' 

initiate ort'erniriate mandAtory --rat 16ii f'ng ;' 
except that utilities with commission~ '<,: .,:, 
approved. rationing plans in their ,tariffs.", 
that allow' for' irnpl'ementing aildterminating , 
mandatory rationing,' asregUired. 'based on· 
predetermined,conditions"do,not need to 
file an advice letter to seek further 
commission authorization. 

, , 
,,0. 

In Decision 90-07-067,· the commission gaveutiiities·the 
authority to establish memorandum accounts to track c6ns~tvatihfi· 
e>tpense's andrefated revertti~ fluctmit'iori~. Iii th~t 'decision we 
reserve'd "th~ di~p6s1tlon of the~e membtatldUm adcounts t6 i 'furthet 
Commi~sion order. '1'0 "the extent that we are ot'de~ing class A . 
utliities, ari~ aliowin~ class B t c/and D utilities t6tileW~te~ 
Managem~nt prograrMot, which are outlirtJd in a later section in this 
decision~ we Will Bake recovery of fund~ either in whole or in part 
in menoranduD accounts established pursuant to Decision '90~07~067 
contingent upon commission approval of the utilityis~ater' 
Management Progran. 

class A water utilities who provide evidence that it water 
conservation plan is not needed 'or not wo~kable forthelt company 
may be eXempted by the comnission from filing an application 
containing a Water Management Program. However, all bth~r Cla~s 'A 
water utilities must file such an application no later than' 90 days 
following the effective date of this order. Class B, C, and D 
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utilities may also file such an application no later than 90 days 
past the effective date of this order. 

Each application may be 'spe'citic f to': the'; reqUire'mentsJ6f>:,rl;~ 
the wcih3k- r,ftl11ty\'; Each; plhN 'sh6\ild icont~in! at', the! minimtim the 
elemeiitt;' def;Cirib'lid ':in~ thr~: sectio'jV 'l1c6hteYlt·~,: of· a, Water: MAna'gement ,~! J 

program"; belo~".(f() 1111 'additIon } to thes'ei' basic' elements' applicant~( Are; to; 

encouraged to"r~com.>ttehd;inri6v·ativ~ 'a'ppr6~chestol~ater ~;; i ',"'.'n;: 

COJiserva:tion~ 'And' to" prop6s£i; r~guratory '!ilce'ntiVes f to', enc6urage 
wa:t::i!i"'bonse~Ation: 'ptbgra'ris '~hich may' benef11=:' 'i-atep~'yers" a'ild '0: ;", '.r! 

investors in the 101\9' term.'{;' '!!; :;r,:' 

Finaliy~,:cappricanti;i'shb,uld\ 're~ognlze' thilt appr,oval of 
r . ~.'.' . _ • ,"'~ :" ~ f = -: :.... ~,-~ < ~ • -' ••• :' ~.:;; !".. ,.. . '~ 1;! r [ ';'. ". (~. ~...- ~! 

utility applicatioit_~ '~hichJ.n9·i~de'> ~!=;iucedi'b~s-irte'ss' and lfnancial 
risk through protecticuyac:jai.n~t.fiale's-flu9tusiti.6ns '~lther greater 
or less than 'fo~e~~st~{(s_ai~~, wiLL Jil~iu"de' al)pr;;;pria~~i~/ 'a~justed 
returns on equity." 'The,'basic::: precept of tate of '-r~t\U"n"regulation 
is to match th~·.bus<i~e~'s and "finaJloial~i~k' of th~ {lfi)i.-ty with 
appropriate return 'on eqUity. When one' elem_ent of th~ equation, 
risk, is reduced, then the opposing side' of the 'equ'at'ion, 'return, 
must alS() be -i'educed to keep thefundamentill relationship in 

! .' ." '. 

Asa iesult/' when 'utility tlle theik' appli8ations, 
recovery of amounts in memorandum accounts dating from July 18th' or 
dating from the-effective date of this 'order for those utilities 
who have alk<eady established memorandum accounts and whose' 
expenditures to'date are disposed otin this order, utilities 
shOUld expect those funds in whole or in part to be offset to 
refleot lowered rates of return, Where the risk of the utility 
filing the application is found to be reduced. 'This reduction, in-
rate of return will be considered necessary only if the appiicant 
re~\ests protection fron any risk that sales might vary from the 
adopted forecast. To the e~tent that the utility retains that 
risk, adjustnent of rates of'return is unnecessary. 
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, " 
il t. i L) ~<rc-:: (j..:':: t 

Need, for, a :Water, Management, pr6Qr":lm ~r \i ",_, r.:~ i .. :;.r J 'i~F' d~;(,~-; 

~>;';.; wit~ the, p.res,en,t dr.(;>ugh.tLC9,l;\di,~,i()IJs.{~.1)<;l P~?j~P~_~Lc;t M>H9,; ';.L, 

term:~ater;.shQrtages,[ a~, s,ho;-iI1:.1n)Ta.l:>le;l,:, th$; r,~9o.r<lr,~h9WS., t<,h~~,"':-f , 
sigoiticant: c9I'1se,rvation, , proqr.;lr:ls; (;l,re ne~ess~rY,.t:lq~ on).y, J!'.; the,'! -:'~'.'\ ,r 
short term but possibly ,col)tirt\li':19 t·l1ro,ugh;,the.Jong;:term., ; 'y,"r:' :': j 

", ,.Ir.,Qis prep~red t~~timony cl,ated June, ~2,> 1,9?9 qn, page., 6 f ,:.:, 

Dr. Timothy, H." QuJnnl M\iD' sAdmi~istrat<?r of ~9ns~rvat~ott and ~ater,:. 
Management, states: .;- j' :,_ , • Ii;; ',;,' ;"\ ;' ' 

'<: r:rtt.rp,\,l<Jh ~h~; ear.1Y ,19,70',S", Sc;>~tl1J~r,Ji,,~<;'.~Jjo!!,i.a ';,:! 
. had ,vlrtually nQ ,chan,ce of e?CperienplI\g a . 

,; -: ii"significlint short-age~i. ~ ~ ~"lil\ 'contrast, by'the'-'·:'':!L ;' f -' ;./' 
.ea~J.Y 1?901.s,:_~a"t:~~ ~~~,~,,~s q~¥lq!.~>;~e~~~ __ ·;~;~.:-i.',; !f~< ~j~~'~ :<;".~'.; 
.curr~ntly availabl,e suppl;les 10 perc,en~ of the '" 

. ,time -"- a degree Of r i5k for' ecoltomi<j" , , ; > I ;, ; 

".,d~~rupti(:>n and, inconvenience that,,,,ou~d nO,t, tl~", 
acc~ptable in any 9ther public ~industrY.~ By'~' " 
2000, t,,'e estimate: that 5uppliesfrom existing, , 
sources would be, inadequate to meet demand an 
'aiarming 80% 'of the time.'" ' , . ' ' 

:r'o, pr~tect: the s,hort a,nd long term interests ~f both " 
residents and business that consume water, the Commission mus,t 
consider tl\e seriou~ threats faced by therelia,bU,lty of the water 
supplies in the state. ":. 

, : To achieve this long term strategy of water .use, the. 
Commission will require all Class A water utilities to submit a 
Water Management proqram. In ?-ddition, .. any Class B, C, Qr D water 
utility may file a Water Management program at their, option. We 
are not requiring snaller utilities to file a program because as -
seen iQ an earlier table on utility responses to the drought they 
have not been affected by the same magnitude by the drought as have 
been the Class A utilities.' 
contents of Water Management Program 

The Water Managenent program (~mp) must, at a minimum,,' 
address the issues listed below. Additional direction Is available 
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fro~~'th~t;-C'onmHsslorr'~' \.tate1t 'Otliitte~ Bl:'imohV 'andeach~\ltt.rltyJ'J:::· :-",' 
shoUl(f'Work'ro16~(;lY ~\.llth 'thEPfBrahcl\'afj,' it"develops' its·plan~.,--sFqC":'" ,>: 

The plan sh6lUd :n\6t"b'a' addt'ess~dJ'at: iredu'cing reasonable ' 
uses -6i ~~~tei.~l , Thetear~' ~zriany :~it'\lat'ioh1i-'~ih revery, utility's 
service tertTt()rf~s':whe"e' \:tate~ carl De' ~gaVe'd o-r,;Used htcire',i-/ -,1:;;,,'; 

efffJl~htly~3 <it: ls"'ric)t' the !Cortimi~fsiohis -iriteht:'t'o' 'ctian<jethe ":,j { 

lifestyle .szi [r~duce' r~afety-t produc'tiVlty ottqr6wth -potential- of,'any,.-
part oftll~" stat~ :by' imi~iosin<j thfs plartninCJprocess'. '(Th'ere' 'are:~;, ~ ~ i; 

enough opportunities to reduce waste, change 'attitUdes 'and-improve 
ut'ilfzationlto·h.:=lv~ ·a's!gnificant· impact on watet' -u'se'( without 
affect'ingqualityofilfe'-\';";;" ,~:, ;>, !: ,[ :." " ,<,;i,' ,. ". :(: 

.. ,: I; . "Each "ut'iiify "shoUld ·submit -'"an :"oVerali' clompany._ plan. In ;~--r ," 
addition , in: Cr~c6gidt1on:'()f 'the' fact that some :utilitle~ have' very t 

dive.·rse districts, :ea'cll utility with more than <:.rte' district should . 
submit a separate plan for each district. 

1. Clear and Specific Goals 
Each WMP must· include clear and specific goals.' The 

goals should be-·objectiV'e'(Le./a reduction in wAter' usage of tert', 
percent6ver'e)(p~cted usage) :'-and inolude,atimeframe·'(i.'e.i by: 
January 1./ 1991),.) 'This section of the ' plan· should 'describe how the'· 
plan will be <idvertised:and how it wilt motivate-customers to: 
conserve. This part of the plan shOUld also desoribe how the plan 
will becoo~d.inated between'the utility and muni6ipiH, public 
service And conservation organizations in 6rde~ to achieve maximum 
effectiveness. 

2. Multiple Apprc~ches 
No plan shOUld rely on just one or two programs. If some 

of the p~ograms·are n6t effeotive , the oVerall plan will not be 
successful. The' utility should plan multiple approaches to 
conservation and describe these app~oaches succinotly. 

This section should be customer specific. Residential 
customers may need-different conservation programs than ind~strial· 
customers or commercial customers. Apartment complexes should 
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receive:adequat~,~ttenti.qnn ,~?: SP9~~1.t~, ,,~Jly.f~q~}.~~y,.J"!1~tE'r,9~pt.,~fY~:"l:' 

be separated f~rom uSf\ge".'~lfrhe. utJ~"J.y~~p04~~ ;~~t;k -~tt:r,;~rE7~ H~s~~~.l~~~f~; 
to deVelop"progrpms':that: ,meet$ ,e?Gl't 9rpUp,~!3 m~~~~,· nr.in ~){-;'j 

." T;hese pro9ramslllight: _:inolu5~,e \~~s~d~n,~i_a<l,rK.at~r:d~~!iitl~' <'C)-if 

water reoirculation;and ple,l1ding (or, i-'1dq~trJ,ak·~us~().m~r.~Ji:',; ,c., t '. c.'. 

landscape'mo~ificatioJ\ ,i1rtd mail)~,enan,ce_lnf<?;r:m~ti?n" p,lu~i;:'1~ :co.d~ ) ;:, 
ch~u\ges and maximum: use of wa.steY{~t~J;.',,~:rh,e'..~tilltY'·csh()ul_~. '. c.: ',n::! ( 

d il igently, 'study .this_ ar~a and develop ~J\rtova~i v~ ancl . C?r,ea ~,iv~ ,:", ! 
program~ ,to minimize ,water ~f?e. _ \,. . { , " i,'; ,.'. '~ ;,' 

fi,';,The' utility must. also ~ddr¢~s :i,t~,),n,tern~l !prpg~~q.;,-.}~ac~ ,i 
plan must include a section on the utilityl.~ ,eff~rt ,:to ;~:\-im~I;l,~t;e'~l':::' c' 

waste.' .This, part, Qf the plan ,J'iligl)t i,nclude. ~ prq~edu,~,~,s "t:<?" ,reduce 
dam leaks :<lndreservoir spills r impJ;'ovele,~ki.detec,~io.n. aJ).,d ,:i'~< c ,-ir ;~:,:, 
responsiveness _ of leak repair, crews, and minimize hydra~t :,an~ main \.'-:, 
flushing. , 

3. Long term 
The Commission is not looking: for quick-fixe~.The WMP 

pr<;>.cess,should be .direot~q'at.lon<J-tex:m.solutions~ - Ghange~Jn , 
building qrdinances l and re.trofi tting ,~xistinq faqil~ties/, are, :t;.w,q , .: 
examples of ;long-:-term programs. ;Th~ utili1;.y s~o.tlld .1101=.>: ~eel" ~,., , 

,reluctant to work with any and allref>pons~.ble agencies in 
develo,ping this plan. : 

. "-
This seotion should include ~_discussionof the WMP,and t : 

how it ,fits into. the utility's-resource planning.process.:'J.'he WMP 
should be an integral part of the utility's plan for meeting 
customer growth. 

4. Costeffective 
As with any publio program, there will be levels of 

effectiveness. The utilities should carefully analyze each program 
for prospective benefits versus costs. Department of Water 
Resources has provided a computer program called WaterPlan to 
provide this kind of analysis. The utilities should co~sider use 
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, 'of l'fh(i J r~nd' ~)oth~":f C~x{~tlhg"an'alyt ic~n -a ids' t?' 'perf6frn " trUe' cost-
benefit!~'Afri.ity~e's. ,<" 'f-- r "'j--F:-;,-, J{,' r';:',':, { w;',':):r,-j '.:>:,',·j",Lt If:, :::rL' ,]; 

5. Trackable . ;-;D J f' 

;,1: ~; -rna \It{lfty :sll'6uld pr'6\ilde -a 'descrlptiOn'of>tne tInethOd it 
wilf(lJi;'~' t()i'eval\\c\t~-':-a'i1ci; tra'ck tli'e ~~'ffe'ctiven'es's "of ·th'e'pr6g'ianl'~~:" i '" 
The Commission is looking for truly useful prOgrams, not window,;,''-~ \ t,· 
dres'~fng.- :The"'propd~:;'ed 'p't'ograms ~lIluit 'bie '6pen't6' a'rial'ysis'j both of 
impttci"A'nd c6st~'" This'part"of the:rep'6'rt;-'shd~ld als6'lncltide'thEf '. -
proposed methbd ; t'hiH: " tne company will' "i;~fe "t6 :JCeep :th'e" C6mmissi6W' 
apprls~d-·Jf"thE{.'prog'rJss·of the WMP. >" "; :"1; :'L i': ',;;';(;<f':. 

";"6~"'<Ince~ti\le-bas~d'." ;"", :,';'~[,'r, '/" ',: ,- :::,- ,.,' • 

. . ',;,-, tJ;this:'sect:ion'tlie ut'iiity'sho'uld :.iddress"lncentives·" ,'" 
both' to the "cust'omers and'foc theuii 1 i ty ~ , f f f th~ \ittli ty 'deveiops 
proposilis"for incentiv~sthat the C6~issi6n :mightwa'nt :t6'~c6nsider: 
in the future, a description should be i)rovidedhere~" The-' , , :-, : 
commission 'is'looking for 'fair-and 'equitable inc~ittive'programs in 
all areas of regulation and the utility's c6nseiVation'plah should" 
be designed 'with :that perspective.' -,',,' " 
Findings of Fact " ' ',< : ' 

::L: californiA'fcice'd seVere 'wat~r shorta<jes 'ln1989'due to 
limited 'precipitation' during 19tb and 19tf8. 

2. On March 8, 1989, the Commission instituted 1.89~03-005 
into measurescto mitigate the effects of drought 'on regUlated water 
utilities. 

3. 'lhe Commission authorized certain utilities or' districts 
of utilities to implement mandatory rationing 'plans in their 
service areas. 

4. The commission authorized th~ utilities with maridAtory 
rationing to estabiish memorandum accounts to accrue revenue 'losses 
due to reduced sales and corresponding changes in watE!!r pr'oduction' 
costs. 

5. Branch and Water companies disagree about the method of 
calculating revenue losses. 
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.. ~,~ ",<" Wat.er ~C:,Qmp.aD;i~s" r~q<?rnI:!~]!~2t.!!-~~, £!"~y~~~"~ :.,lpscs}~~ f.:~TA~~r~'A~d } f, 

as the difference between reVenues at adopted sales .~})~.\~9,tHa~ j'rud<i 

sales. 
::' 1 :? .~, Br~tlch. r$.c~)}nm~nd.s that rEwenue ;l"Qsses ,be ,d~f ine<i as the 

• • _~ ~ .,", ~'.~ .-.' '" ._" ,_~- ~ , "_ ":... ,> .' ..... ' ~ • :.-'f I ~ .'. 

diff~r~nge· b~t~e.eIi (r~venu~s, at --95% "Qf ~h~, adopted, ,~.a~~,~,~ a~d ~ptu~~ ~ ',: 
sales.,~ - ".":,';, ", ":,,,'1 f.,·- " .. ,,' ' .... : t.:'.,· ," :i ;,>"':,"'" ,,c') 'cdr 

t(' 18.,' The~taff. proposal to limit recove,ryof"re:venues t().95.%,,;;. 
• - . - \ - -- ". • - . - - _. . , '.' - ~'... ;. _" - , .:~ _. ~ . _.. - ,". ~ ._. __ 1 

of adopted sales i~, ~,.Q.isincent.iveto co/nserv,atiotl and is c~vnter ~ ... 
produo~ivet() pul,lli~, p<?licy which SUPP(;>r:ts,.con.sery?t;i(),Jl~:,; j '"::,,,'u: 

9. Adopting Branch' s propos.~.l o~:c~mputi.n9:,~e.v~,Jl,\le ~~p~seS:'l(t,:, '. . - , 
due to mandatory rationing, but allowing 1091>: ~,~,C()Y~~y',,~~t,he~ ~,than 
95%, w11,1 enable utilitiesrto,avoidtheconservation,dis~ncentive. 

\. ,-,' - -.. _ ~ _ ~'" .... l:~~_._._." ........ ,~ __ 

." 1:0,. ' \ Bx:anch and ,,water c~mpanies believe: .that: r,e~e~~e ~1-oss~s.: j, 
due;to ma,ndatory rationing should be rec,overedthrough a surcharge, 
to utilities' commodity~ates., 

11. Branch ai)d \'later conpanies disagree ,regarding the. 
duration' for ,which,the,s,urcharge should re~a.i~ effect-i,ve. 

12. Branch recommends that tl1e surch,arge beeffectiye for ~ 
si~-month duration.", 'T;, c', " 

.13.,. ,In ,the event. rationin,g contiJ1.~e.s: beyon~, t,he si~-moI)th 
period, Branch recommends .that an additi()llal.surcharge,rate .be " 
established4 

14. Water COl!lpanies propose that the surcharge rate p~ based, 
on an annualized sales and continue until the termination of 
mandatory rationing. 

15. water Companies propose that , any over or underco1lections 
in the revenue balancing account at the end of the rat~oning be". 
offset against utilities' eXpensebalanoing account. 

16. Water Companies' proposal would be simpler to administer 
and would result in a lower surcharge. 

17. Water Companies' proposal would prevent ratepayers b~ing 
overcharged and provide utilities a reasonable opportunity to 
recover their revenue losses. 
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1~t-,~ ,8,r~flp.h ~~n(L"t{~~,e,~ .~?~p_a!l~~~,?~,~~9J:~e "o.l1}:~e.: pro,??~ur~~\, :~o 
rec9x~r, S:lx:<?u9ht.:::F~.1~~~~~ '~~hf:~9r~i~a,FY ;9~J;lseF~~t:!~r.,]ef<Ptt~s~fj ~"~f~J:~';":i;, 
are not being funded by a utility's presently authorized.l~~~nJ"J !', ~ ',_::> 

'I< ,19.". Water ,Companies proposethilt,extr.f\or~Hnary, cQl1s-erYation 
-.,:.' "_' __ ~ ..... ".k, ___ ~~, ~ .• ~ ! '~~'. ,', • ~ _. _'~_ . .::- _'~ .• ' --=,;_ t • ..:.. J_.~}I.r.,J~' ... .o -: ' •••• l ! ~f!~,. • ... _.~ 

exp.~!l~es. ,p.~repo..r~~d in. ,3:.s,~pa~~~te ,~c~~>ur.~; ~u\d, r7.SQyer,~d, ~h~~~gl1' ~rtj 
advice letter filing at the end of the drought. .' ,,:; Ii:! 

20. ,~ranch Pi;opp~~s"that }ltilltiE!s ~i~~ ,es~~~~~~d r L', . ':,', 

cOlls.ervation, ~xpens~s In ,exces~"of l~, of ,.,th,e~F :g~?,Ss".reYE7J)~~.~ .. r;, ','i T" 

shoUld ,f.il~ ana~vicel~t:t;e17;r~9'lesting ~~,of~s~1f,irtq~e~s~ •. :;In',; '" 
21., . ,~ate,r Conpanies,'proposalfor re<;overY,of c()nserva~~oJ'), ,. ;.: 

expense's 'wiii ~llo~an ~pp~'r~tu~'ityto ~eview:.th'~~,E;!~S9~ab~·¢~~~s,~f::' 
.. '. ~~ .. , ~ ~ ..... -. - __ " _.. .. ~ _' _ ,I ~ 

the actual,. exp,ensesand, encou~~ge yti,l i ties: t<? pro~ote. .6, ' 
conservation. ,..' 

''''2'2.' ·;~,t;a~'ch's p~~~osalw,i~l,giv'e util(tie~,~he In,ce,n~~~e,\~ 
oVeresti,mate,their ~onservation expenses to qualify f,Q;~}::h~.;,i::~, 
surcharge and once a surcJ:large is . established will, give,~~ti,lities, 
an. i~c:;~ntive to minil?izetheir conserv,ation ~xpens~s."., ,. 

~ i ~- -

2,3. Branch's proposal :of allowing recov~ry of, expenses 
recor~,~d 1n.~ specla~.account only when. su~h exp~ns,epexceed 1% of 
the ut:i~i,tyis gross reve1)ue. is in ke'eping ,with the commission's 
policy of . avoiding frequent rate changes. Extraordinary, 
conservation expenses less than 1% of a utility's gross revenues. 
should be added to and recovered through the utility's balan~in9 
account. 

, , 

24. Branch and ~'i'ater Companies disagree regarding the 
appropriate ratemaking mechanism to track revenUe losses due to 
mandatory rationing. 

25: Branch believes that the memorandum account procedure is 
the appropriate procedure to utilities' recovery of revenue losses 
due to rationing. 

26. Water Companies propose that a balancing account be used 
to track lost revenues due to rationing. 
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i/~7":":!TY1a-'irt~ni6j:~rid'um')'fl2c6u~t :pr~c~dur~ -all()~d)-utiirt:itis an' I 
opp~rttlhl t!.y':tt>tritdk:' khd 'r~dover:al i ~ !teafibh~bl'e' i'eVenU({'l<5s1ies' <'"d(i~; '."; 

• -....:'r,·'.c·( ,"-~.>~-:-,-;. ".'-·~I". "":t'· .--",~,_ - {~,--.~:" ... :'1 c -t(J ,-.,. ,.--.(.-~ ", ..... '_ to.rat10n1ng.·' ,> • ........ J,. '.-' .... -. :', ,', ,.-,. :.".'" ,-(,I .".'[''''0 ,:;r ',,-l :':'.<1 ,,','ff, 

; , -~aj~,:· "onl~f' iu'nds' ;tracked:'in: 'the 'ex i'sflng' 'in;emo1'a:ndum' h~~courft's up 
tcr th~;:~-ff~btivei>'dab~' 6l; rthi~I'ohiet'arEt"'allowE!d ~o-·;be,::~e'C6+.ieied (at";':" 
this time. . f,:;':",; J: ' .. , ',.' ,,~, I:,'f,: " d:i"f :"["'1< 

28a.. All :funds'tracke'a' in' 'm"enio'raiuiuit\' ilcc'dunts ; fiohl'the . ; 
effeotiVe';dat~'of tliis orde~f includirig funds' °traCl~ed in'mem6randllIn.' 
accounts es't:a'blished--p\irs\l~rlt :to' De(Hsion"9'O~07';'66-n are to 'he: :i. 

. . , \' 

disp6~ed 'of"c6htingEmt' u~6ri"coInniissi6nr'appr6valjj()fa u'tff:H:y/~: 
wat~rMaha<ieH~nt"pr'o9r~m~'''''' .. t '/' r,;{' • ',':",;c. L.~' ',:.': ., r r~" •. :;:: 

28b. A cohtmiss'io)\ decisiO'n \.IhichproVid.!s"thiit' t:b'~'wa'te'r'" ~/, 
utility shall be allowed recovery of amounts in mem()randunl"a'ccou)\t'~", 
which·re'fJ..:e'cit the di fferende between :actuc{l' wAter' s'al~s'! ahd ,'. 
forecasted' \later ~al es . (s6 that the" foreca~'tis met 'each' y~at!- . 
either through r~'furid if the forecast is~xce~ded or rate' iI'lcre'ase's'> 
if it is not reached.) constit\ltes protection against sales'risk, a 
primary risk of 'bus1ries~' in tli~ 'water iildustry ~' Ellm'inAtfon 'of 
such' iisk shall b~" accomparHed 'by' a reductioh' hi' recovery; 'of: the' e 
amounts iilthe ~mekora~duitl' accounts:. 'Thes~ amounts' will 'be' ':~ffse't 
either in whole or in' part to re'flect low~r iiuthoriz'ed 'rates of 
return. 

29. The commission authoriz~d utiLities t6' collect tines 'ir6rn: 
customers for using more than their allotment of water during 
rationing. 

30. utilities were reqUired to place the c()llect~d fines iri'a 
suspense account. 

31. ~he dispositiort ot penalty monies in suspe~s~ accoUnts 
involves two separate issues: (1) the disposition 6f f'.tnes' 
collected by SJWC, Great Oaks, and CalWater's Los Altos Suburban 
Dist~ict' and (~) dp~cial conditions applic4ble to Calwater's 
peninsula Districts. 
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32.,"'1 Ih::"anch 'and"Wate't'; companies7 propose -that.- monies' ,collected 
in ·theu"p"eh"alty: cfunds"shouid "be used: to offset net: revenue' losses:'-:<:l:·:n 
recorded' iJl'thEf'memorimdumaccotints' a'nd "fiiles.Jrlevied, by al utilityl s 
wholesal'er i' 'Th'e': remaihirttj'! funds 'should,b,e, refunded' :to ,the;l J l' r" '. f '; 
customer's by incorporating .then 'into' 'a utility/.s ',expense balanoing'[,'" 

33. sari'Jose,~ Wate't commission-,:;'and',IGC,propose -tha:t: rat1)erl!" :,i 

than re fund inq e>!cess penalty funds to the customer I' . the : fun~s \: ,,<c-

should" be.capplied to the. :reolamation projectbeJ-ng ,undertaken by 
San Jose and the santa Clara Valley Water District or rin :the ",'- . 
alternative 'to- set-aside ~the funds :fo,r"speoific' conservation .,.' '. 
projects, 

i 34.- Adopting :the'proposal, by :san 'Jose, ;water commissionparid 
IGC would in feality ·be requiring the commission to levy taxes; for " 
<jeneral <Jovernmental purposes', -j, . 

. 35. The'Conuniss,ion d6esnot have authority ,to levytaxesi 
36. CalWater requests that'penalty:funds collected.for' the 

Peninsula Districts. be used,to offset the :reve,nue losses ,i'ncurred 
prior to the establishment of memorandum,accotints for the 
distriot~L·f ',' 

'37. In authorizinq'calWater to establish memorandum acc6\.ints 
for the Peninsula Districts j the commission'made it clear that 
CalWater could only recover revenue losses incurred after the 
establishment of the memorandum accounts for the peninsula 
Districts. The penalty funds authorized prior to that date were 
intended for eventual return to its customers. 

38. If public water agencies call for rationingj swift 
commission action is needed to implement their rationing plans. 

39. Allowing water utilities to add mandatory rationing plans 
to their tariffs will be a significant step in eKpediting 
commission : approval 4' 

40. According to CW Code § 357, commission approval is needed 
to initiate or terminate rationing plans. 
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k'41-4 { Utnitiating: afidter~inatingl r~ti6ning~ plans .~.Q"'l4: be, ~( 
expedited; if, utiiities( advice ,letters are, pr()cesseQ,'.expe~Ut:i,pu~;ty._, 

= 'y4·2-. i :! ,The processing of advice letters can; be'¢.xpe4it~q bY,f,lr "'.': 
placing the matter onl;the agenda for ,the' next- l~ommiss:i,(m meet,ing : .. 1\;: 

for which- ·the:l0-9ay no~ice requirements;are_)net.~,.; ,':~ ;;,: \; . ::. 
43. Great Oaks has not had a general rate proceeding and:;;, , 

conseqUently· it d6e~ not have adopted 'quantities ~Qr ,s.ales, t r 

expenses.,) 'and ,rate base... ' . '.-.; ;;') < '. ,!! .;, , .. n 

'.14.; -.Branch ·ha.s prepared pro forma workpapers for .Gr_eat ,Oaks' ;~ 
ratemaking',iss'ues in Exhibit15;~ ... ,: ',,'. 5 L"J , .:i.-: : ,;1 >:! : ." " 

44a,:·Utllities that 'already· have ,Commission lapproval·to ~'C,r.·'''; J; 

implement and terminate mandatory rationing, as required, based·oll·· 
predetermined conditions ,set forth ,in thei.rtariffs,~ -do,' not need to 
file advice letters to seek·£urther.Commission approval to : 
implement or terminate mandatory rationing, . ~ '. , >,. 

45. :<Alt.houghGreat Oaks was provided a copy of Exhibit 15, it 
has provided;no input on Branchls proposedworkpapersi 

,46, Branch's proposed workpapers follow general ratemaking 
guidelines of the _Commission. .'. 

47. It.is in the public interest to promote conservationJ 
.. 48v,'Due'tothe present drought and projected, long term.water 

supply shortages, water Management programs are necessary, for long 
term water use strategy. 
Conclusions of· Law 

1. ReVenue losses due _to mandatory rationing shoUld be 
defined as the difference between the revcnuc;s at 100% of the 
adopted sales and actual sales less any reduction in expenses, 

2. Revenue losses due to rationing should be recovered 
through a 'surcharge to utilities' commodity rates. The surcharge 
shall be calculated using the Water Utilities method. 

3. Surcharge rates for recovery of revenue losses due to 
rationing should be based on annualized sales and'sh6uld continue 
until the termination of rationing. 
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, 41il ~ Any;f6ver l(h~'.lUfldercoll,ection ~..,in:;the!tl1el'lorand\lm',accO\lnt t,~t,;" 
the erid of nandatory rationing should'. be <?ffset )against'i~tili1{i~~L~u 
expense 1biilanoing , accoui'tt.,<· "~~)-,r,.·.: ",,-:-,,_. iL·.:;~ lc :]:::<;)11 'n: ',;'if .( 

• J 4a ~ ""JOnlY·~ funds: tracked"iii'tnnem6randuInJ accouht~!Up,jul}til:the ~'>lU 

the effective date of this order are to be returr\ed.to~the ,'d f)lc'lfi;' 

utilitie.\at:this<ti~e~jrTheJdidposition Ofa~llfunds~tracked~afte~, 

th6~eff~cti~ejdateiot~thi~ order,in,me~orandum~a¢counts;rinqludlngrtj 

memoranduJil'Clccounts established-.pursuant to Decision,90~()1f()61r ac~, 
contingent upon commission approval of the utility's' water '<! i' f t;,d • 

Ma.nagement,proqram.i,j),C ,>: : .... '.J:. : ',.:, .J.'; . .': f [:J' Y" [':~: .'" 

-lb. The amounts authorized for possible.recovery:pursuant:to·'l 
ordering paragraph~ 4a above'a.re·subject·to'deCretlse·(subject;to 
refund)· in· whole or: in part::·: (1) ", should the ; Commission 'determine 
that any respondent water company has a reduced revenue requirement 
resulting' from; its decision '. to adopt the balancing and/or<', . r J 

menorandun account treatment authorized above: or (2); should~the 

commission determine that recovery of only a portion,of,the .". 
recorded amounts is appropriate given the ,presently; authorized rate, 
of return. 

5. Drought-related extraordinary conservation expenses, 
which are not being recovered through. present rates, should be 
recorded in a separate account. 

6. If the extrdordinary conservation expenses accumUlated in 
the separate account exceed 1% of a utility's gross reVenues, the 
utility may file an advice letter to recoVer the expenses through a 
surcharge~ If the extraordinary conservation expenses do not 
exceed'l% of the utility's gross revenues they should be deferred 
to the utility's Balancing Account. 

7. Water Companies' proposal to use a balancing accoun~ to' . 
track revenue losses during rationing should not be adopted.: 

8. Monies collected in the penalty funds should be used to 
offset the net revenues losses in the rne~orandum accounts and fines 
imposed by a utility's wholesaler. The remaining funds; if any, 

- 54 -



..... , 
\ . 

util ityls;'exp~l'js~r»alancii\g adcount;{c' c';\ j- ff:,.f Jr,'j' T{V):H,r)DJ-[: ]'-:' h;'w !'):U 
9. The requ~st of San Jose, water commission, Fal'1d1IGc:itQ2Us~,.:.·, 

the ~~de~'jpenalty!funds~for:reclamati6nio~~conseryatiq~IPrOj¢pts 
should be der\!ed.f'-·>l1v}"',- r·:i '. t "t;· 1'." ~.: .: ~;'L' :to <:.J.b <}",l.J'}'):t)" ')d:t 

':: ,-, j} 10;.<Call~ater,~s·1 request to' use t;he' per\alty·~· fiu'lds; collected; forJu 
the-·peninsiUa"Distriots,;to'offset revenUe losses~)incurred; prior"to'l} 
the- establishii\ent:of: the memOrandum iaccQunts'for the 'districts:;;,',,~-: 
should be daJ\i"ed.,,\).r > . ·'.f ',.J"":;' -.'J .,r~1 J;:~Y>:i:';,1'J.! 

11. water utilities should be allowed to add. water,~atloni,!lg !":'; 
plar.s"\ to': their! tariffs. C"; i i':: . .': <: ;;~: -.' " :. ~ 'I :'.:.Tn i" :; in u,::.:'r, 'I:;, . d r 

12~ ·Water;utilities"-.requei?t to·initiate or terminate 1 ':,':,r-t'-';'u-, 

rationing'should:be expedited by placing. the ,matter oil the:ile~t):.;'~" 
p6ssibl~'commission' agenda. " 

13. Branch's proposed 'pro: forma workpapers' for· Great·, Oaks / ; ',,: 
ratemaking issues'should be- adopted. ' ,;' '" 

14 •. The. present and projected,water shortage situation'make 
necessary: awater'inanagement:program Which'wil~; increase' a, 
utility's incentive to promote long term conservation. 

~ ' .... : .] 

'INTERIM ORDER 

IT ,IS ORDERED thatt 
1. California Water Service company (CalwAter) ,is Authorized 

to file an advice' lett~r, for, its Los Altos suburban,; Bear Gulch~ : 
San Carlos, San Mateo, and south San Francisco Districts, to 
implement a sUrcharge to recover revenue lo~s~~:irtcurr~ddu"to,th6 
imposition of mandatory rationing. The surcharge shall be compUted 
and implemented ,in accordance with the method'and guidelines set 
forth in this order. 

2 •. california Aiaerican Water Company ,is authorized to file 
an advice letter, for its Monterey Peninsula District, to implement· 
a surcharge to recover revenue losses'incurred duet6 the 
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iripositiQrf'of; inah'dator'i rationing.:.; The' surcharge shall be:,coroputed 
and: JirnpleIiieht'ed ,in' accordahce; with thecnethodf ana; guidelines . set., :.,;; 
forth!"in ,this,·orde"r.'· ·[i C

;.' .,:,;: :f':;,;. ',' l"" " , ", .. "-.' .': ,-::;;',f, 

:,;;,' i<3;';' sah 'Jose water 'CornpanY'(SJHC); ahd Great Oaks Water:,;-') f" :!'! 

CompahY"'" (Gi~at OaKs):lare· authorized ,to fil~ ,advica lette'rstoJ ~', 1,' /, 

implement' a·osurcharqe',torecover 'reVenue lo'sses !incurred' due' to the,:' 
impositionof,lllandatoryrationing.·: ' The 'surcharge' shall, be ,computed < 
and, iniplemented 'in 'accordance :with the nethodand guidelines, set, "'<j', 

forth in this order.·':'" "" ,. 
';:. ;4. (. calwat~i;· SJ1{C;' and Great Oaks shall use th'e flnes ' ,'. 

collected in '511s'penseaccQunts.tooffsetthe ,net revenue 'losses due':~ 
to rationing and :fines imposed by their water supplier. " The"f' 
remaining funds, in the 'suspense account,' ·ifarty I shall be·<··',," :. 
transferred.totheexpense balancing accounts for the utilities 'or .: 
districts of utilities. 

5. CalWater shall not use the fines collected in its Bear 
Gulch, San Carlos, San Mateo, and South san Francisco Districts to 
offset rationing~related revenue 'losses incUrred prior to the 
establishment of ' memorandum accounts for the districts. 

,6';' water utilities are authorized to submit, forcomIOission 
authorizationj . mandatory rationing plans in their tariffs. 

7. water utilities shall file an advice letter to seek 
Commission authorization to initiate or terminate mandatory 
rationing, except that utilities with Commission-approved rationing 
plans in their tariffs that allow for implementing and t~rminatin<1 
nandatory rationing, as required, based on predetermined 
conditions, do not need to file an advice letter to seek further 
commission authorization. 

8. The Water utilities Branch of the Commission Advisory and 
Compliance Division shall, upon receipt of an advice letter 
requesting authorization to implement or terminate rationing, place 
the natter on the next Commission agenda for which the lO-day 
Commission agenda publication notice requirement can be met. 
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. ;,~- j u9.~~j All Class A- water.' ut.ilitie.s; 'shalL-fi.ie,: ,~i thin ,9Q, qays';Q~:,t 
the effeotiVe' date,- of) ,thi.s~ order t~ ah'-application, co-ntainingl a~~;in'iiiC: 
depth Water Management program including , but not -limited itO/'i .tn~ L"'l 

specifications outlined 'earlie~ ~in ,th~s ~ecisioh'-~ ,Only Ithose, ... Class 
A water ·utilities' who 'can provide -evidence' to, the: ,commission t,hat~ a-~! 
water ·M~macjenientProgramis not needed,'or, is unworkable for their '! ,~ 

company and its customers lilay be exe.mpted from this reqUirement .. ,., ; -L 

These"applications' will ,be' reviewed and considered, for commission; 'j:. 
approval in Phase II of this 011. _ '.'!' ,; i !,' I .:' 

9a. -··Any class B, cr"or 0 ;utility may r.ile;: within 90 days of 
the ,effective 'date of this order ,~, an application inc,luding an,in-:.~ (" 
depth Water Management program :including, b~t not 'limited, tOr the c,~ 

specifications outlined earlier in this de,cision.These - : . I':' 
applications will be,reviewed and considered for Commissi6n, 
approval in phase II of this 011. 

9b. Only. funds tracked in metlorandum accou'tlts up.until the 
the effective date of, this order are to be returned to the 
utilities at this time. The disposition of all ·funds.tracked after 
the effective date of this order in memorandum accounts,:including 
nemorandum·accountsestablished pursUant to Deoision 90-07-067, are 
contingent upon 'commission approval of the utility's Water 
Management program. 

9c. The amounts authorized for possible-recovery pursuant to 
ordering paragraph 9b above are subject to decrease (subject to 
refund) in whole or in part: (1) should 'the Commission determine' 
that any respondent water company has a reduced revenue reqUirem~rtt 
resulting frOM its decision to adopt the balartcing and/or 
memorandum account treatment authorized above, or (2) should the 
commission determine that recovery of only a portion of the 
recorded amounts is appropriate given the presently authorized rate 
of return. 
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, . 
·10.' The proceedings in Ai8~-05-04S,.A.89-09~029, A.89-03-008, 

andA.89-04-(H4 are clOsed. The proceeding in L89.:..03-005 shall 
remain open tb address PhaSe II issues. 

This order is effective today. 
Dated August 8, 1990, at San Francisco, california. 

- 58 -

G. MITCHELL WILK 
President 

FREDERICK R. DUDA 
STANLEY W. HULETT 
JOHN B. OHANIAN 
PATRICIA M. ECKERT 

Commissioners 



I 

; 

1.89-03-005 et al. ALJ/AVG/jt * 

APPENOIX A 

List of Appearances 

Respondents: Martin Abramson, for Park water Company; John S. 
Barker, Attorney at Law, and Messrs. Steefel, Levitt & Weiss, by 
Lenard G. Weiss, Attorney at Law, for California-American Water 
Company; Joel A. Dickson, for Suburban Water Systems; Messrs. 
McCutchen, Doyle, Brown & Enersen, by A. Crawford Greene, and 
William J. Newell, Attorneys at Law, for California Water 
service Company, San Jose water Company, and Suburban water 
Systems; Donald L. Houck, for california Water Service Company; 
Carol B. Henningson, Attorney at Law, for Southern California 
EdiSon Company; Fred R. Meyer and Robert A. Loehr, Attorney at 
Law, for San Jose Water Company; Betty B. Roeder and Daniel 
Stockton, for Great Oaks Water Company; Susan Conway, for 
Southern California Water Company; Michael Moynahan, for 
Metropolitan Water District of Southern California; Steven 
Romines, for South Los Angeles water Company; and Timothy J. 
Ryan, Attorney at Law, for San Gabriel Valley Water Company. 

Interested Partiest David Ray, Attorney at Law, for Department of 
Water Resources; SpectruJn -Economics, by William E. Wade, for 
Metropolitan Water District; H. W. (Will) Stokes, for California 
Association of Reclamation Entities of Water; Office of 
Environmental Management, by Michelle Yesney, for City of San 
Jose; Messrs. O'Melveny & Myers, by Thomas N. Harding, Attorney 
at J.aw, for Southern California water Company; and Messrs. 
Bnrakat, Howard & Chamberlin, by Nancy Thompson, and Edward 
Duncan, for themselves. 

Commission Advisory and Compliance Divisiont Lawrence Q. Garica. 

(END OF APPENDIX A) 


