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Sumnarv of Decision

s ..The Commission . authorlzes Callfornla Amerlcan Water
Company (CalAm), .California Water. Service Company (CalWater), San
Jose Water:Company: (SJWC), and Great Qaks. Waterx Company (Great
Oaks) to implement a surcharge to regoyer'reyenueﬁlossesﬁqu”toq?“J“
mandatory . rationing. S

SIS ;The Commission: also orders the utllltles to use the f1nes
collected from customers for. using more than ;their. allotment of:,
water . durlng rationing to offset revenue losses durlng ratlonlng

-the utilities’ wholesalers,;end_tolrefund_

any remaining funds to the customers. » ,,- . 7

-In.addition, . the Commission concludes that water o .
ut111t1es should receive an expeditious authorlzatlon to 1mp1ement'
mandatory rationing during future periods of water shortages.
Accordingly, this order requlres eXPEdltLOUS proce551ng of utlllty
requests to implement mandatory rationing. L : :

Finally, this decision orders all Class A water ut111tles
to.file an application containing a water_management_program. This
application may contain the utilities plan to. recover conservetlon
related expenditures andfor receive protection,from water sales ’
fluctuations. Guidelines for an effective water:nanagement proorsm
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 OII 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 encolFdgé’rédiéed consumption and to
increase long term conservation efforts with regard to California’s

3

long term water supply and demand outlook. fefaTo 3o wans el

IO Jaii“18Eh*£hé”66&mis§i6ﬁ“i%éuéd‘aﬁ‘6fdér“alibwing any
watei’ utlllty “eho! may wish to' récover’the &désts’ of' ‘conseérvation -

efforts to establish é‘memoréndum accouﬁt to track both d1rect= AP

2

PR ICE Y
3 )

forecasted water sales and actual water sales. Amounts’ accumuléted'

in these memoraﬁdum sééounts” détlng 7o earliér’ than the July 18th

order ' aré'cohsideréd- subject t6- recovery ‘in Whole or:in partriv:iion
pending Commiss1on épproval of "the water utility’s> water manadgement:

plan.  Water ‘utilitiés who' had establishéd memérandum ac¢ounts ' |

prior to July 18th pursuant to Commission orders in’ the course of
this drought proceedlng aré authorized toé ‘continue those:accounts.

Amounts in thesé latter accounts not disposed of in this proceeding

will also be disbursed pursuaﬁt t6 approval of a utility
application containing an acceptéble watér manégement plan.
Guidelines for approprxate water management plans are establlshed
in thls order.” : I ST

At this timé, the Commission also  advises Wwater utilities’

that adoption of such balancing andfor fiemorandum' account treatment

which would elimindte variations from the forecast should have the °

effect of reducing thé risk of invéstment in the water utility.
Accordingly, in reviewing the water management plan we will also
consider whether a reduction in that utility’s rate of return is"
warranted to réflect this reduced business and financial risk.
Furthermore, before allowing recovery of any amounts recorded in
these accounts between the date of either July 18th or this
decision and the approval of the water management plan, we will
consider offsetting against such recovery an amount to reflect a
reduced rate of return. Alternatlvely the Commissidn may allow
recovery of only a portion of the recorded 1nter1m amounts in light
of presently authorized rates of return, ' '
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Callfornia began the 1989 water year,facing fhejprbspect\m
of severe water shortages as a resul Xofrtimited precipitatlon‘” R
during 1987 and 1988. water rationlvg wasmdﬁposed in certaap.iﬂ}!”p;
countles. Therefore, on March 8, 1989, the Commission on its‘own o

LI LAREINIST S

notion issued an Order Instltutlng Investhation (I ) 89 03 005
.5 R u 1( B {1;,, s
»into measures to mitiqate the effects of drought on regulated water-
RS £ N AFRPA I SR N

ut111t1es, their customers, and the general publlc.> All water

Background,ww. T

ut111t1es sub]ect to the Comm1551on' )urlsdictlon were made"

respondents to the 1nvest1gat10n. o
SRRV ke TSt

The Comm1ss1on ordered respondent ut111t1es to prOV1de

efforts to the Water Ut111t1es Branch (Branch) of the Commlssion _j“g
Adv1sory and Compliance DlVlSlon.: .

(a,__ﬁhether spec1a1 conservatlon or ratlonlng aji;f':/
7 'efforts will be needed to meet demands * iV AT
during the coming dry season. o T RERE LYo T RPE & IPRSEIS 31

“" b, ‘The pércentage of normal demand that can bé
- i -met by expected supplies during -the coming . --
. dry season. L ] )

€Y The nature of any additional supplles whlch
. could be developed and the extent to wh1ch
: they cculd hélp meet normal démand::

_.d. _Any add1t1ona1 intormation whlch would be p
S 'helpful in understanding éach 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 aré summarized later in this opinion.

As a result of rationing by counties, certain water
utilities or-districts of water utilitiés had to impése mandatory
water 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 losses due to ratlonlng. The water utilities made his s

30 22T S AR \t I

request in thls and varlous other proceedlngs.rrs*‘“

;’i.rlf ’{"
fn response to such requests, the ‘connisgion ‘auithorized’
the utllitles wltb_mandatory rationlng to establlsh‘memorandum~5”'

e ©

accounts;fo>accrue changes 1n tevenue, sales, and sales felated "
expensegidde to the impos1t10n of mandatory ratlonlng.f The
Commission also ordered that the methodoiogy ot calculatlng thé
costs and term1nat1ng the menorandum accounts, procedures for
placing costs into ‘rates, and related 1ssues shall be addressed 1ni”

this proceedlng.__ .

T rle

- This proceedlng involves two maln categorles of issues.
The first category of 1ssues deals with water supply and o

the recovery of conservation- related exPenses and reVenué losses{tcﬁ
due to ratlonlng.i We wlll d1scuss each category separately.
Hearings and Workshops '

Evidentiary hearings were held before Administrative Law
Judge (ALJ) Garde on June 20 and 21, °1989 in Los Angeles and on .
June 26, 1989 in San Francisco.

Durlng the hearings, partles dlscussed Branch’s proposed
method of termlnating the memorandum accounts and rate recovery for
affected utilities. Parties agreed that the details of Branch’s
proposal should be formulated in afﬁorﬁshop'atténded‘by Branch and
water utilities. Parties also agreed to discuss the following
issues in the workshop:

a, CalWater and SJWC'’s proposal to create
balancing accounts to mitigate the effects
of rationing on their earnings during .
future droughts, and

The disposition of drought-related penalty
monies collected by CalWater for its San
Francisco-Peninsula Districts.
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~: The .Workshop was:held on. Auqust 9, 19891 wovin oirormsmas
;;‘\On Ogtober; 24, 1989 —Branch and parties attepding the

and disagreements.r
to address the dlsagreements.ﬁﬂfn;a R WA TTTS SRy ey

s =z During . hearlngs, SIWC and CalWater ralsed the follow1ng”w_.
addltlonal Jissuest. .ci 0

,(.‘

SE et aeneTeien e cnrcksein

a. Compensation for sales loss due to residual
_‘_conservatlon. o
oL (U LA B Tl P [EEEE AN RN S 4
v,h,,:Compensatlon for 1ncreased eXpense 1ncurred
. due to change in supply mlx.

ST A TLoave 1»'”';r st

The ALJ ruled that the addltional 1ssues would be 5 w\‘ "
addressed -in the second phase of. the proceeding and that this phase
of. the proceeding w;llzaddressrthe‘fellowlng four ratemaking .. ... ..,

RS
iss“]}es =~ RIS

!

a. Disposition of drought-related fines. . ..
S b RecOVery of revenues lost due to ratlonlng4;~

"c. ‘Dlspos1t10n of memorandum account.’

A

;:d.5_Conservat10n expenses.

The hearing on the disposition of drought-related fines
was held on February 14, 1990 in San Jose at the requeést of the
Santa Clara Valley Water District. The first phasé of the
proceeding was submitted Upon receipt of concurrent brlefs on
March 13, 19990.

Overview: Water Supply and Conservation Issues

Drought :
- buring the 1988-89 rainy season, precipitation was nuch
less than normal. Consequently, reservoirs statewide had only 663
to 80% of their storage capacity availablé for use in March 1989.
By April 3, 1989, drought conditions no longer existed north of the
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Sacramento River Delti and northérri’California ihad‘?éiféady’-’ received
up to 95% '6f ‘its' Horial® seadonali¥ainfalli?! In the cehtral’ and
southern® 8ierra,/ Water: aQenoies still antlclpated”a ‘tight supply'u"

-

due' ¥o low rainfallJiv Dl L aranloengd endy B I TH S TR B PRI TS

shortagé of surface water in the San Joaquin Valley, which ‘wag !
being alleviatéd by pumﬁlng ground water, v i@ = '

Southern California had an adequate supply because water
fron the Colorado Rivér, a' ma)of soufce of Water fof the -Los
Angeles-Orange County area, ‘had not yet heen reduced by Arizona’s
use of its sharé of the Coldrado RiveY Basih rundéff., ' i

B ' 'sincé most of thé ‘shaller water ¢émpaniés are not’
connecteéd ‘to the largé water préjects, they 'do not bénefit directly”
from statewide supplies. The majority are on wells and generally
had adequate supplies., - : P e -

As of April 1, 1989, rationing measures -were in effect on
the Monterey Penlnsula, with a planned 20% reductlon 1n water use,
and in the Santa Clara Valley. The Clty of San Francisco continued
to require rationing by utilities to- which it $é11¢ wholedale
water. P o . S _ 3 . o
Branch first surveyed all regulated water utilities in
mid-1988 to determine their water supply status. At that time it .-
was found that about 3% of the water utility ‘systems 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 problens. :

Utility Responses

Branch received 113 responses to the questions included
in the 0II. Certain responding utilities with multiple districts
or systenms provided multiple reésponses. 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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iy Utilitv Responses

e
HEE S RN

v }» i N J H

:-Bl'j;' vg‘:: ‘_,:-V _—

Special-Bfforts Required:>(Q.1) !

Yes
NS vise

Pércent of Demand Pet Q. 2)
Below 706 4
71 - '75%
76:+189%
..90.-,99% . . .
“1006% ana above
No.estimate-

wo G600 -

NOTE! Host responses to the questlons
'.;regardlng the neéd for ‘additional. supplies were'.
_in the form ”“N/A” (not applicable). . This was
”espec1a11y trué in cases where utilities did
- = not ant1c1pate any need for conservation or:
ratlonlng efforts. Other responses concernlng
additional supplies include the p0551b111t1es'
. of:adding or deepening wells, intérconnéctions
. ... with other systep obtalnlng treated water,
- Vand adding noreé capa01ty and tacility. '

"Approx1mate1y 8% of the utilities responding 1nd1cated
that they would be able to meet 90° or less of their customer
demand. Even though these ut111t1es represent a ninority, the need
for conservatlon 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. Sone 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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These'réstrictions<pose-a serious problen to sone
utilities, espe01a11y for Calan’s Monterey Dlstrict CalWater’s
Santa Clara Valley Dlstricts, Great Oaks, and SJWC.

F9STT IR addition to ‘the réspondents, the Metropolitan Water

District of Southern California (MWD) provided testimony regarding.:

water supplles. .
MWD is a public agency and supplies wvater directly to 27-

L -

nemnber agencies, including 14 cities, 12 mun1cipal water ulstrlcts,v

and one county water authorlty. These member agen01es, in turn,
prov1de water to éver 300 citiés and unincorporated areas aﬁd
apprOX1mately 14.5 mllllOn people. MWD’s service area conta1ns
approx1mately 5, 200 square milés in the Southern Californla coaetal
plaln, including all or parts of Ventura, Los Angeles, Orange,
Riverside, San Bernardlno, and San D1ego Countles. .

According. to MWD, .although Southern Californla has not
been affected’ serlously by the current droﬁght, e faces serious
supply problems in the near future hecause of " expected growth in
natural population and net in migration.,i' o

In additlon, MWD oplnes that as a- result of Arlzona v
california decision by the Unlted States Supreme Court, Southern
california lost half of 1ts Colorado RiVer supply. MWD belleVes
that water supplies have béen adequate in southérn califérnia in

recent yéars only beécause récord water years on thé colorado Rlver f

have madé surplus water and water unused by Arizona and Nevada
available to Southern california. Howevér, MWD beliéves that »
colorado River water is overappropriatéd. Table 1 shows MWD’s
projected water deémands and supplies through 2010,
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0y _TABIhEk 1 uﬂu tr) S ?)t;,} d r,,ij gurirpr :r"

movs Piods Wodew Beduniorg edd to daptl ar
. Comparison of,, Exis iqg Beliable Water , . .

rjsﬁbplles With Demands in the MWD Servide Arda ™’
BRI O ‘(Projected ‘Million "AR) z~itti iy oprongs

XN AT

.
LR LEDT

{37 st LN I TN

Existing Water Sunplies 1980

Local Surface and ‘ I
Ground Water 1.03 oo

Wastewater Reuse 0.14
Inported .: -

Los Angéles Aqueducts

Colorado River = = o

State Water Project
Total Water Supplies

Historical and. Pro:écted
Water Demands :

Surplus (or.shortages) T TP EEPTR
in Supplles j» S 0.89 (6049 (0.61)  (1.04)

L

* Assumes that thé Seoretary of Interior approves the delivery
of unused Arizona.and Nevada water to california, during 1990,
Availability of this water depends upoﬁ yéar—t —year deci51ons
nadé by the Sécretary. » : : =
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Mitigating the Rffects of Water shé¥tages 7
In light of the projected water shortages, we must
consider methods of meetlng futufe needs(aﬁd pitigéﬁ&rg‘the effects
of shortagea Utillties haVe the followlnq methods available to
pmitigate the effects of water shortages:
RS 1. ¢‘Conservation -
2. Rationing
3. “‘Alternative Supplies
J 4. . Other Methods
Conservation

Water utilities are using some or all of the following <
nethods of promoting conservation: u: .« N D A R S RT s

1. . Educating .customers through bill stuffers,_
‘'spot advertisements and movies shown at’
schools to conserve water.

2. . Distributlng conservatlon kits to
CONSUners.

3. . Prohibltlng nonessential or unauthorized®
“‘water use such as ponding or street runoff. -

: The Comm1551on has encouraged utilities to pfomoté .
conservation and has allowed rate recovery for conservatlon"'
expenses. The conservation programs have been effective, yet the
Comnission believés more can be done to remove disincentives. It
may also bé appropriate to design 1ncentives for water companies to
conserve water as part of Commission regulation of water utilities
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
resouice preservation.

Rationing

Water rationing can be achieved by (1) requiring
custoners to reduce water use by a certain percent of the “previous
Year’s” water usage, or (2) providing customers a fixed allocation
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of water. Both types of rationing plans have their dr."qnﬂa');oaclt:s,U The
percentage, reduction plan rewards pasg, water abusers and punishes
past water. conseryers,

inaividual

customner.

into consideration the custOmers of large households.

Water utilities or their districts whiéh” havé imposed
mandatory rationing haveiused the percentage. reduction:plan.

The rationing plans haVé achiéved'the désired reduction
in water use. 1In conjunction with their rationing: plans,.utilities
were also authorized to. 1mpose fines for water usage in eXcess of a
custoner’s allotment. The utilities have collected the flnes. The

disposition of the collected fine is discussed later in this,__
opinion..

Alternative Supplies,v‘ .
‘ e Certain utillties haVe taken steps to obtain alternatiVe j‘

water supplles. These 1nclude 1ncrea51ng the eX1st1ng supply o

source (e g. 1f ground water is used, deepening the wells),‘

obtaining water from 1nterconnections or. transfers w1th other N
agencies.

Lo

B In addltion to the aboVe sources of alternate supplies,
the California Ass001at10n of Reclaimed Entities of Water _{CAREW)
recommended that the Commission adopt rules which will encourage _
investor-owned utilities to participate in opportunlties to develop
reclained water distribution systens 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
mininize the impact on potable water shortages and the beauty of

the irrigated portion of the community continues to persist even in
drought areas.




i

1.89-03-005 ét al., COM/PME/cac * =~ VEZNININNOL s de ea0-£0-00.3

RHES ‘?.i'g;' 'f"f:";;'. '-..‘i%‘~:'»’:‘§ {‘5_;:'3_;? T tes s sa‘w; el teats ey g T
Other Hethods foratines Tyt uw Y Ly

fleriior

_ '\SOme of the othér hathéds OF mitiqatlng the "inpact” of
water shortagés that are being émployed or con51dered by watér
ut111t1es 1nclhde. e - - SRR

3 Increasing ‘6verall plant’ efficiency by -
reducing. system leaks. and/or systen ;
pressure. . . o

J2.ffBlendln? of-'lower: quallty potable water .
... wWith ex sting supplles. e
" "3.. Meteéring. of customeérs.-

All’Customer 1eak detection and reduction
.7+ program. : '
MWD’s_Proposal _

MWD recommends that the Connission con51der two actlons
as part of this 1nVest1gat1on. First, the ‘Commission should
consxder the 1mp1ementat10n of approprlate flekXible krate’ adjustment
mechanlsms, which are necessary for ‘the successful 1mplementatlon
of w1despread water conservation programs.‘ Second, the CommLSSLOn
should include an 1nVestigat10n of the current rellablllty of the
state’s water supply, 1nclud1ng the adequacy of current supplxes to
protect water consumers from’ shortage and possible ways to restore
rellablllty to the system, These recommendatlons are dlscussed
below. '

Rate Flexibility

MWD asserts that effective conservation pfograms will
require a partnership between water agencies and water consuners.
Therefore, MWD opines that participation by regulated water
utilities is essential to implementing widespread conservation
prograns. According to MWD, current ratenaking procedures do not
allow such participation. To make these prograns attractive to
requlated utilities, MWD recommends that the Commission adopt a
nechanisnm which would allow rate adjustments to cover both
investment costs for conservation and compensation for lost

A S
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revenuéé dué €8°rédiddd '§41es 'd6 that a ‘utidity dan maintain:a fair=
rate of rétirn‘and ‘insuré: 1ts'finandia1 integrlty‘ Cams e b nnoday
SunDlv Réliabil ity ©ir s 1odsT s gl traiGnis 60 any T ol
“"Adcording t& MWD, ovéer theé -loéngar! térm) périodia

shortages~may‘impose-Significant ‘difficulties for water purvdyors ‘<«
and“thélr customérs: ' Fér watér utflities, thé risk of shortage i@ -
thréaténs théir financial - intégrity ‘bécsuse Feduced galeéd could
reducd revenués and ratés ‘of return: 'Consequently, Mwn’believés~
that'some form of raté fléxibility is necessary during shorta
protéct ‘thé financial integrity of thé watér ‘companyi b

1 Po address adéquately ‘the ‘Gon&érns Of Gonsumérs and ‘the
public regarding water supply reliability, MWD recommends that the -
conmission investigate as part of this investigation the current
status of the reliability of witer 'Suppliés And necéssary steps to
increase reliability.
Summary of Water Supplv Issués L

situation in the futuré. Whilé wé strongly beélievé that évery
effort should bé madé to reducé water use and ‘increase water
supply, we recognize that any action by the Commission will havé a
limited impact on thé statewideé watér supply problems bécause the
water usé by customers of regulated watér utilities is less than 3%
of the toétal water usé in the stateé. ‘Howéver, - givén this
linjtation, wé still éncourage utilitiés to continue diligently -
their coéonservation proégran; makée évery effort to minimize water -
leaks, and expand their supply sources. :
As to MWD’s recomméndation that the Commission allow rate
adjustments for utilities’ conservation efforts, we bélieve that
with pDecision 90-07-067, we are now allowing the costs associated
with conservation to beé trackéd in mémorandum accounts. The
Commission, in this order, will also address thé issué of recovéry
of lost revenues due to reduced sales. 1In addition, in Phase II of
this OII utilities will file applications containing water
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- management .plans which nay .renove  traditional disincentives to,. ...
reduce water consunption and exploré the feasibility of new. - .
incentives to encouragellong tern water management; programs, .

Further,. as MWD suggests,. thq‘chmission has. inVestigated
reliability of regulated water utilities:in this, .proceeding, ., The ..
results of Commission survey.are discussed earlier in this opinlon.;

- Finally, we will consider- CAREW’s recormendation that the
Commission adopt rules to encourage. utillties to develop. reclainmed -
water systems.. We believe that.use of reclaimed water will be.a., ;.
positive step in.improving water.supplies. . We encourage utilities .
to explore cost-effective ways of using reclaimed water for their
service areas, ' e

x e,

P

N - N

.Recovery . of Revenues - :-:<: . - -

Memorandum Accounts & . Cieog ‘. e
«Certain water utilities or. d1stricts of water ut111t1es
had to lmpose mandatory water rationing:on their customers. They -
requested rate relief .to offset the impact of revenue losses due to-
rationing. _ e : : . o :
.. -Because of the- uncertalntles associated Wlth ‘the
projected revenue losses, the Commission did not authorize the ,
requested rate relief. Instead, the Commission authorized the
utilities with mandatory rationing to establish memorandum accounts
to accrue revenue losses due to reduced sales 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 districts of utilities which were authorized
to establish memorandum accounts,
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Utilitv/District .

'T'San Jose water Company ’
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Proceedinqn)

A 88 09 029
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A 88 05 045
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California Water. Service CO. . D 89- ~04~ 046;
Bear Gulch, San ¢arles, - | ‘ :
‘san’ Hateo,;énd South san - - 0 e Vo

Frangisco Distriets . ... . . oo
; - “Great ‘0oaks Water company- T R.89-03<008- . ¢ D.89-04-075+
“california wWatei Servica Co./

: © 1.89-037005 © ' 'D,89ol05i069 "
Los Altos Suburban Distrioct D T S S

“éalifornia Amerlcan water Co./

Als9Yo4to1s
Monterey ‘District: S e

© D.89-06-053

It should be noted that all the proceedings which'déalt ~’
with memorandun accounts, ekcept Appl1catlon (A, ) 88- 205~ 045, have
been consolidated with I.89- 03-005. We will consolidate
A.88-05-045 with I.89-03-005 for the purpose of issuing th1s
dec1sion.

S Before wé’ address the raté relief issues it w111 be
helpful to fnoté that althoﬁgh thé ratemaking’ 1ssues Apply’ to other ‘
uti11t1es, calWater and’ SJWc Were the 6hlYy two active partlclpants
in the WOrkshop and other negotlatlons with the Branch. Thé term
"Water' Compaﬁies” represents the water utilities that negotlated
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 (Exhibit 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 wWorkpapers follow the general
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ratenaﬁing guidelines of the comnids{dn. We will use Branch’s
workpapers “for Great:0aks’ ratemaking issues. TR AT RN RS ANEE 3 I -

- e Next, we w111 con51der the rate rellef for lost revenues.r

,,,,,,,, i fl

.....

‘i surchafgé
imposéd on utilities’ guantity rates. Branch and Water Companxes
also agree that utilities should file advice léttérs ‘Yo' sedk’

authority to impose such surcharge and that the surcharge rate will.

be based -on, .the accumulated losseés 1n the, memorandum account as. of
the date of the f1l1ng of the advice letteri-: ; O
e Whlle Branch and Water Compan1es agree. on the procedure
for rate rellef for revenue losses, they dlsagree on two 1ssues.
They are: . . : ‘
| 1. Determlnatlon of Lost Revenues )
2, RecoVery Perlod for Lost Revenues
_-We w111 address these issues separately.
Determlnatlon of lost Revenues

D

~ Water. Companles recomnend that lost revenues be defined
as the. difference between revenues at adopted sales and actual . .
sales. Branch asserts that. sales normally fluctuate +5< due to \k -
changes 1n weather and recommends that lost revenues he defined as‘

the dlfference between revenues at 95% of the adopted sales and
actual sales.
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. Mathemat1ca11y;spéak1ng, Branch: proposes that lost
revenues be comﬁutgd uélndjthé foilbﬁiﬁg fotmula'

h

53 s 0z
SETEIIGUY

hTotal = Sunm of LNR =7 50n of (0 95R =R ) - E/)
: RS S 1 R I SR
Whereé LTotall Total loss o
Lyr u=.Net monthly revenue Loss .
et dnRBpes .= ReVenue, from normalized monthly sales
o “*%Efy i Révénud frém hctual or récorded salés ot
E. = Expense reduction due to reduced water’§$1é§
fnui:o . Notes 1¢ - Total, loss 1is computed as a sum of - NS
. ., het monthly losses, rather than on an_u‘
“annualized basis, because the - ¢ 2
duration of ratlonlng may be linmited - il
to a few nonths, i.e., a fractlon of L
'the year." St ipoen oo
. - 2. Normalized Monthly Sales - ‘A

utility’s projectéd annual watef :

‘- sales are based on the adopted -
normalized annual water use per
connection. Since the ratlonlng was
inposed for only a portion of the . .
year and the percent of annual water
used in any g1Ven nonth varies, wé '
‘need to establish a normalized .
nonthly use per month per. connection'
for the appropriate portion of the
year. In order to establish the .
monthly sales distribution pattern,
Branch and Water Companies agréed to
use the average of the last three
_years’ 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’ nonthly water use per

- connection. (Reference Exhibit 16,
p. 2, paragraph 1.)

R IR
PRSP
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50 § 1 )8 GOmputingathe‘total:revénuezlosses
due, to. rationin -~ Branch and. ﬁater .
Companiés' agfee to ifcluage’all-"i
applicable categorles of customeérs

. aand tariff schedule. :

.
':-':’ fr-'.".:""

L E. includes expenses which will be

reduced with less wateéy" saléd. “These.
expenses are electric power cost,
purciiased ‘water cost,“and ‘any..other
volunme-related costs.

L

watef:éombéﬁiés‘a&féé'With”Bfénch7s*§¥obosa1 excépt that
instead of usjng:O.SSRﬂwinjthe formula Water Companies recommend
, FORPE e

using 1 OR .

Water Companies contend that Branch's proposal WOuld
reduce a water utlllty s return on - equlty by 20 to 25% on:an annual
basis. Accordlng to. Water Companles, an authorlzed return of 12%
would be lowered to a range of 9.0 to 9.6% durlng nandatory water
rationing. Water Companies belieVe that Branch’s proposal singles
out water utilities and penallzes then for eVents entlrely out of
their control and that 1t chooses to 1gnore the Comn1551on s
favorable ratemaking treatnent afforded energy ut111ties for lost
revenues. '}‘. o ‘ .

Water Companles argue that Branch's proposal inadequately
addresses the unacceptable drought= ~related’ rlsks which water
utilities experience. Water Companies’ dlsagree with Branch’s
peosition that'ﬁater‘utilities ‘'should share 1n‘the financial burden
causad by drought and water rationing. Water Companies maintain
that water utilities are no more at fault for droughts than the
energy utilities were for the oil embargo and rapid fuel price
incréases in the 1970s. weter'Companieslpoint out that energy
utilities were provided revenue balancing accounts which allowed
then 100% recouery of lossés based on adopted sales as protection
fron the recurrence of these events. Water Conmpanies also point
out that the Commission in réjecting a similar proposal by staff in

ST Py G NE Do T SIREOS S
£ 7y PR E «
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the geheralzrate;ﬂecisiqns,uhigh1gs;ablighgqxxhghelég;;jo;;eyqnpenhﬁ{
adjustmentnmechanisms,xERAM)ufqt;PaciﬁicLGag;anq_ﬂlep;:i¢_ququm3;?
(PG&E), Decision (D.) 93887, and San Dlego Gas .& Electric Company, ...
0093892, stated that: :uz,»:,,}‘f_,n_;‘—f;(g

+fAWe.will, however,.rejeéct -the staff’s proposal...:

to limit undercollectlons of base rate reVenues

* dnder FRAH to 5% ‘as béing Unnecessafy ahd -

contrary to -our goal of eliminating . ....... ..:. .

dlsincentlves for PGLE’sS pursuing cost-

éfféctive éénseérvation measures.”’ (CPUC 2nd,

s Nole 7 -Pi: 394. ) LT L Lo F e . .

?‘”Wé believé 'thé Branch 8% lim1tation proposal’

--defeats the purposé of the Requlatory Lag Plan., ..

~Also, this proposal may be counterproduct1Ve to

‘'thé conservation ethld ‘sincé-it could'vea -

..disincentive,..”.: (CPUC,an, Vol. 7, p. 644.) -

'“Fﬁftﬁéf;”wétef'Cdmbahiés~6§ihe?thht Brarnch’s
reconmendation in ‘éfféct would be a 10% penalty:. According to -
Water Companies, the Comnissidn typically éstablishés watér rates =
using a 30-year avérage of rainfall and temperature data: Salés -
and revenues are assumed to bé higher:in warm, dry wéathér and - -
lower in cool, wet wWeather, but over the long terﬁ’théy should
reflect normalized ¢oénditions.  Water Companies ‘claim that during
the’ warm, dry years of rationing, water sdles aré Assumed to be
higher nét lower than normal yéar sales. fThus, utilities agree -
that méasuring sales losses from normalizéd sales automatically
builds in a pénalty and adopting Branch’s récommeﬂdation will
double {its impact.

Finally, Water Companiés contend that préojecteéd water-
shortagés in the state will cause such a conditioén to appear more
fréquently and that unléss utilities areée allowéd recovéry of
revenue losses they will have to carry an unreasonable financial
burden. :

In making its recoéomméndation, Branch contends that the
Comnission in D.87398 has alreéddy recognized that normal weathér
and temperature variation could causé the actual sales in any given
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yeaf’to Yary’ #5%.° "Aédokdiﬁé'fo“Bfahch,:éales duririg ‘the drought:

period;! due to publid ‘awareéness, Would haVe been lower: than' normal in

even'‘Without rationing o wo o il grre Don (VBEEe (. P

Discussion taeds Bvinde  U08T8 LG

During the past and cu%reﬁt droughts Watef use, even in

california. This reductlon in usé was a resﬁlt of custOmers acting
responsibly and voluntar11y redﬁclng consumption., Wnen customers
reduce water use voluntarily, in absence of enforced ratiéning,
utilities are unable .to recover revenue losses due to reduced
sales. On the¢. 6ther hand, the Commisélon providés utillties faced
with mandatory ratlonlng an opportunlty, through the memorandum
account procedure, té récoveér théir revenué -losses. ~ However, if we
impose any limitation on the revenues subject to recovery we create

a disincentive for the utilitiee to pronote conservation. If we . ..

adopt the Water Branch’s proposal of allowing recovery. of only 95%
of the normalized sales we are, in effect, putting. water. utllitles
in the. awkward position of espous;ng:conservatlon:to,the;r,
f1nanc1al detriment.

L

. In light of the projected water shortages .as shown in -

Table‘L,Eand the present shortages we are now experlenclng,‘it is

in the public interest to promote conservation.. During this
protracted drought perlod it is appropriately the. policy .of the

Commission.to encourage utllitxes.to:promote conservatlon,_ To thxs,
effect, it would be unfair to impose a limitation on the recovery .. ..

of lost revenues due to conservation efforts. L -

We will adopt Branch’s proposed method of computing
revenue loss due to mandatory rationing, except we will substitute
100% for 95% to avold the conservation disincentive,

Recovery Period for ILost Revenues C

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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disagree: regarding the duration for which.the: surcharge; should . :-.p:
renmain effective. : Adnerspoesy oF g
v 7~ :Branch ireconménds - that . the .surcharge be effective for a
six-month duration...-In the évent .rationing continues :beyond -the.. . ;
six-nonth period;: Branch récommends.that an-additional. suxcharge ..., .
rate ‘be established.. :According to -Branch, :this procedure will -- .-y
allow it to track utilities’ anticipated revenue need.ici i i oo
‘Hater  Companies proposée that theé surcharge rate be based
on annualized sales.and continue until the termination.of mandatory:.
rationing. - According t6 Water Companies’. proposaly:any. over,,or. ..:..
undercolledétions :in the revenue balancing-accéunt:at the end of:: ..« -
rationing would be.offset against .the utility’s expensé balancing .
account. - e T A . _— . R T T
‘Water Companies contend that Branch's proposal would ;
result-in -increased adm1n1strat1Ve»costsf-because.oﬁ-the_need_to-
process rate rélief requests every six months. :.On the other hand, . -
Water Companies contend that their proposal will-lower the :.burden
on the ratepayYers because the revenue collection will ‘be spread: - ..
over a longer duration. ' In addition, Water.Companies:believe their:
proposal significantly réduces the p0551bility of -overcollections -
and:thus the risk:to ratepayers - . - o ' :
Discussion - : . v . .
Both proposals: for 1mp1ementing a- surcharge have nerits.
However, thereé aré two major flaws with 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 .




W , oL e e o L , R

' 1.89-03-005 et al., COM/PME/cac % # n:onifd\NOD . {f 35 QQG-£0-04.1
whole it ‘isian'inappropriate! ratemakKing: proredure which may. garnper.:: ‘
public resentment. - B A R RN S

Tt ‘gedond, 'Branch’s recommended prodeédure would greatly
increase ‘the administrative workload :without a corresponding :i.: iz
béenefit.sii N6 'matter how well intended Branch’s:préposal may.beé; - -»i-
proceéssing’ multlple advice letters:at sis-month intervals is bound -
to straln Branch personneél. - rocffos ot L s e i L 1y

: © Sincé Water Companies’ proposal would establish-a
surcharge based on-annualized sales, it would result:in:a-lower- - ;.
surchargé. - The ‘surcharge would.remain in éffect . until the énd.of ;..
randatory ratiohing and any over. or .undercollections:would bec -
transféerred to the utility’s expense balancing account. . This‘t..; s
procedure will prevent ratepayers fron being overcharged and also: .-
providé utilities a reasonable opportunity to recovér their revenue
losses.,  HNot ohly will Water Companies’ proposal be sinpler:to
administer, it will also fairly weigh the interests of both - - .
ratepayers and stockholders. We will adopt Water Companies’ ,
proposal to set the sur¥charde rate on an:annualized. sales basis and - -
continue collection of the surcharge until the.termination of .
mandatory rationing. “-At the termination of the surcharge; we will-:
require utilities to offset their expense balancing. accounts with ..
any over or undercollection resulting from the surcharge.

Recovery of Extraordinary Conservation Expenses : :

‘Branch and Water Companies agree¢ that utilities should be..
allowed to recover extraordinary conservation expensés resulting
fron the drought if thesé éxpenseés are not funded by présently’ -
authorized rates. However, they disagree on thé procédure for -
recovery of these expénseés.

Watér Companies proposeée that such éxpenses be récorded in
a separate account and recovered through an advice letter filing at
the end of the drought. Branch, on the other hand, recommends a
prospéctive approach for the recovery of extraordinary conservation
expenses. Branch proposas that utilitfes with projeécteéad

-
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-consérvationexpensesi in eXcess.of ;1%:;0f-their gross TEVenues .. .
should file an advice letter requesting an.offset ingrease. nggnghg
does:nOtsfaVorftrackinggof,actualtexpénqitqrésLaﬁdgreyenggs.

s iisd sWateriCompanies - contend :that .their: pr0posa1»;'f-féu}.d~=p€QV£d§f;
Branch: the:épportunity:to review. the reasonableness ;of.actual,; ;..
expenses, encourage intilities to promote{conservation,Lénq; UTEE TN
elinminate potential disagreenént over-the amount .of :prospeative.. . .
rate,. . 7o T LT R ST I

o Branch beliévés-that extraordinary conservation expenses ...
incurréd during'the drought should be recovered in. the same panner : .
as expenses incurred under a Conmission-approved conservation;plan}ﬁ
Branch dces not favor deferring the recovery of extraordinary: .. ... -
consérvation expenses until after the drought ends because it
believes that some utilities will be financially unable to continue -
their conservation efforts without rate relief.

Discussion y N Co

A reasonable eXpenses recovery plan would allow the .
Commission an opportunity to review.the reasonableness of the
expenses; and encourage utilities to promote conservation. : ST
Allowing utilities to record extraordinary expenses.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 provide utilities
an incentive to overestimate conservation expenditures;. first, to .
qualify for a surcharge rate by projecting expenses which exceed 1% -
of gross revenues and second, to naximize 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

cre -
B
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throuqh présent rateés in-a - sépardtéraccount and: allow their.irvisogs:.
réc6very throvghid surcharqé.:i--‘ TRy Cerisi enivbn ac it Linsds
"ASTES Branch’ s ‘préposal ofallowing: rédovery of - éxpenses i
ohi?ﬁif:the ‘eXpénsées eXceed: 1% °6f ‘the utility!s-revénue;-we believe
that théproposalvis in:kKeeping withvthe?CommissiOn'S’pblicy*of“*"”
avoiding fréquent’ Yate: changes. “We will-énlyientertain requests::
for offéétiratéfiﬁﬁréaéésﬂféf“extraordinaryacoﬁservation.exPénséSle
if they exceéd 1% of a utility’s gross revenueées, Extraordinary.-i::
consérvation: éxpensés less thin 12 of a utilitiés gross-révenues
shéuld ‘be added: to and ‘Yécovéered: through the: utility's balancing'
acééunt., - T o s Peornoe e lsni oy s sl IS en s
Balancing Ac¢count = T o ptTail ol Eoni g e nh e
A balancing account differs from a mémorandum account'in: two
ways. A balanéing account tracks Commission-approved variations:in-
incone or expenses, and a'balancing account has both’income:and: i«
expense entries (thus the ”balance” in its description).i: A i
menorandum acécount, on thé othér hand, 'is authorized by:the
Connission 6nly toé track itens that thé commission willlater.
consider thé réasonabiéness of: - Similarly, this account normally:
only tracks eéither expéﬂses oY révenuss, and no: ”balance" is il
involved.- ' ' T :

Branch and Watér Companies disagreé régarding the-
-appropriate ratémaking mechanism to track 1lést revenues due to
mandatory rationing: Branch beliéves that thé memnorandum’ account
procédure which is currently béing used is thée appropriaté
proceduré to allow utilities recovéry of lost révénués due to’
mandatory rationing,

Water Companies propose that a balancing account bé useéd -
to track lost revénueées. According to Water Companies, under theéir
proposal, there would be no over or undercollections because
recovery would éxactly match lossés. The proposed balancing
account would start with the initiation of thé mémorandum account -
and continue in place until new utility rates are authorized in the
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nekt Gehekyy’ faté‘casél“’Watéf Collpanies ‘conterfd that! balanaing &
accounts Will take tie’ JuéssliorK Ut of’ establishinq“hbptopfiate
rates dur{ﬂg watér fatloﬁlng Vecauss' when’ fatioﬁing is'initiated v
the available 1nfdrnat10n i fraught With specuiatldh andis’ highiyf'
unrellable. Water Companies ‘opirie’ that a’ balanding ‘Acdount’ will'f“'
equally ‘and fal%ly préfect a utillty £¥on’ ovérestimated salesd’ And':
the dustorer ‘for tnderestimated sales ‘HWater - Compéhiéé’conteﬁd‘
that in the absence of a balancing account, no recognition wilfrﬁé*ﬁ?
givéﬁ’ta“thé’éfféctsﬂaf'fésf&ﬁal=éoﬁ§érvatibﬁy‘whichfiﬁmédlately
£6116Ws the énd ‘of Tratiswing/ ‘and the ﬂtllltles Will ‘Suffey" SRR
significant reVerde 16d8es, ~+™ ol aunt g ovaintc haon aatoind g s

" Branch opposes baldﬂéiﬁgféﬁéoﬁﬁfé'for sévVéral ‘Yeasons &6
including (1) balancing dccéunts havé historidally been used ‘for '
ongoing expenses rathér than shortitérn’ changés in'revenies;:
(2) true balancing accounts would guarantee utility income and:  ’
earnings, (3) the incentivé fér economical manageémeént of ‘the
utility would bé- removéd’;(A) balancing accounts wére not - -
authorizéd during thé 1977 drought, and (5) ‘a:long-térm-in- depth
study for- the entlfe indUStry shoﬁld hé conducted prior to i
adoptlon. Co i Tt : : :

- ‘Discussion ! : :

Thé memorandum aécount proceduré which 1§ now being used
allows utilities to track all revénue losses die té6 dréught-rélatéd
sales reduction below thé normalized 1ével, According té the
procedure for disposition of the némorandum account, adopted in
this opinion, utilities will be Ablé to eventually recover ail
their revenué losses. The adopted prdcedure is alsé consistent
with Connission policy dealing with the disposition ‘of spécial
accounts.

ki

In an éarlier discussion we adoptéd & méthod of'edmputinq
revenue losses to be récovéred due to mandatory rationing. The
funds to bé récoveréd aré ones bookéd in thosé memorandum accounts
that have been tracked up until the effective date of this order.

- 26 =-
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or, by 1ts customers, but We reserve. the disp051t10n of funds 1n
those accounts that are tracked ,after the effectiVe date of this ‘
order . to be contingent on. Commission approval of the utility'

Water Management Program,. as- outlined -in_a later . section in this
décision.. ... - ... . e '

B S

e f

In phase II of thlS OII we w111 ask water utilities who iz

wish recovery of all or part of memorandun ‘account funds to file an .

application containing a Water Hanagement Program as spec1fieq‘;__4
later .in this order. We will also .require all Class A water
utilities to file applications containlng such plans unless they. .
can denmonstrate that water conservation is. unnorkable or. not
needed. . E R S IR Spee - RRETP RN
-The Commission recognizes that different‘types.qf‘ _
conservation efforts may affect a water utility’s annual revenues,
Mandatory rationing may be imposed, in which usage goals:and fines .

are set by local or state authorities, or mandatory conservation . ..

nay be imposed, which stops short of finés but allows flow .
restrictions and imposes costs, or finally VOluntary,conservatioh
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
HanagementrProgram-proposed by the utility is not contingent on any
one form of rationing or water conservation being established.

In addition the Commission advises water utilities with
such nemorandum 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




I.89-03-005 et al. COM/PME/cac * * OronFililNMGD (s ds d0U-Ln-08.1

such‘¥édauced 'riski | "Any ‘¥dduction v rate of return .willibe: sohivi
acconplishéd ‘byan ‘of fset dgainst anounts in:theé nerorandum it
accounts, {in<the évent -that "those’ amount- are approved for :recovery -
by the utflity. St ; :
Dispositlon'éf Penalty:Monies: MU s by Go flnnay ooy
Slterhictiphg Commiss1on!authofized watér utilitieSfto collect -
fines dr pénalty noney from customers .£f6r using more than- their ..
allotment of water ‘during-mandatory rationing. i Utilities were !
requiréd to'place fines: in a- suspense account ‘until  furtheér.
Commisgion ordér. SRERECERRPF S R e SRR o ;

It is important to- discuss the:¢circunstances surfounding'“
the penalty collection by each utility or district ‘of a:-utility.:i: -
before déciding about:the disposition of the penalty mdney.
Accordingly, a brief déscriptlon of penalty money collectéd by
utilities follows. S S P S S e

- CalAm was authérizeéd to inplement a- rationing plan for:
its Monteéreéey District by Resolution W-3431 dated February 24, 1989,
In the casé of Calam’s Monteéreéy District, thé Menterey Peninsula
Watér Managément District has been 1mp051ng angd collécting fines
for excessive water use.: e AN Do e )

: 'SJWC and Gréat Oaks were authOrized to’ implement their
rationing plans by Resolutions W-3440 (efféctive April 12, 1989)
and W-3444 (effectivé April 26, 1989), réspéctively. Also,
CalWater was authorized to implenment its rationing plan fér the Los
Altos Suburban District by Resolution W-3446 (effective May 26,
1989) . These plans includé authorization to impose penalties on
customers for water use over their allotment.

Slightly different circumstances surround the c¢ollection
of penalty money for CalWater’s Bear Gulch, San Carlos, San Mateo,
and South San Francisco Districts (Peninsula Districts). These
districts receéive all or part of their wateér supply from the City
of San Francisco Water Department (City). on April 28, 1988, city
imposed mandatory rationing on water utilities for which it
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provides water supply.:: City’s rationing. plan-.included-fines jupon ...
‘water utilities for. water, use:in- excess .of their-allotment,;and .
required :that mandatory. rationing with :penalties be imposed‘onnh”,gv
customers of these utilities. IER S T R I,

As a result of City’s rationing plan, the. cOmm1351on, on;
July 8,-1988,, approved a mandatory ratloning,plan;fop_the;Penlnsula
Districts by Resolution W-3404.: The resolution:authorized CalWater :
to collect and place into a suspense account penalties:from: i,
customers for use 'in excess of their allotment for eventual return-.i
to its customers. The Comnission later authorized CalWater to use. -
funds: in. the: suspénse account:to: pay fines imposed by City on the
Peninsula Districts. " oy T Y N T RIS S NEPON

‘Whilé CalWater had a procédure in place to collect
penaltieés: from:its customers-and to pay pénalties imposed by. City, -
it had no procedure in place to recover revenue losses due to -7 -
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 Districts to - offset the loss . .
of revenue.due to-rationing and to establish balancing accounts to
accrue the effects of sales reduction. D.89-04~-046 did nét grant
CalWater’s request for raté increase and establishmnent of balancing
accounts but authorized it to establish mémorandum accounts for the.
Peninsula Districts, beginning April 12, 1989, to record its: . .
reduced sales and costs during the rationing period.  The- - .
nenorandum 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,
CalWater 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




I.89-03-005 et al. COM/PME/cac #*

losééé’lnfkhé Peninsula- Districts: which 6céurred- -before. the-
establ1shment of ‘the féhorandun accédunti- i ;

Po§1tion of: Parties Reqarding
Dlsp051t1on of Penalty Money .

" The dispdsition of: the penalty involves tWo separate ‘-
issﬂes:*“first;-the disposition of- penaltieS:COIIGOted'by.SJWGEaSbeI
Great Oaks, and CalWater :for its Los Altos Suburban Distriet iv::i:
second, special conditions applicable to CalWater’s Peninsula .- -
D1str10ts. Py S L s £ ¥
{’As to -the fir¥st issue, Branch and Water Companies ‘agree
that monies c¢o6lléctéd in the penalty.funds should:be :used to offsetr
net revenue losses recorded in the memorandum accounts, and fines . -
levied by a utility’s wholesaler. As to any remaining funds in the
suspeniseé accéount, ‘parties agree that such funds be refunded to -
custonérs: by incorporating them into the utlllty's éxpense -
halan01ng account. : : S » L

' ‘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 Intergovérnmental -
Council (IGC) provided testlmony regardlng the dlspositlon ‘of
penalty monies collected hy SJWC. San Jose, Water Comm1551on, and
IGC request that rather than refund1ng the excess penalty funds to
the customers, the funds should be applied to the réclamation
project being undertaken by San Jose and the Santa Clara Valley
Water District or in the altérnativé to set aside the funds for
specific conservation projects.

Branch and SJWC 6pp05e the proposal by governmental
bodies on grounds that such transfer of funds would result in
SIWC’s custonmers 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 foriodnly: ;27 'days whileiekperiencing reduced sales' for- over. .. .

‘nine months. calWater requests: that:any penalty funds, be,used to. 3o

offset its revenué losses incurred prior to .the establishment. of

the memorandum account for the Peninsula Digt¥icts, iv'ell,* foxr ‘the

period July 1988 to April :1989.' According. tQJCaIWa;er,fin;the

absencé) 6f: such authorization, it will shoulder almost the entire;....;

financial’ burden of the’ ratlonlng program and consequently face - ...~

poor éarnings.. -’ @il - R O SIS T T Tt
Branch opposeés CalWater’s request for penalties to offset

the ‘Peninsula Districts’ revenue losses from July 1988 to April

1989 on the 'grounds :that this would constitute retroactive..: .

ratemaklng.w' Y

-

SAETITO Y el
IOy v

-

“:w .t oiIn addition to its objectlon to CalWater’s proposal on:
grounds of ¥etroactive ratemaking, Branch c1tes_theist1pu1at;on;{<ﬁy
reached between Brarich and CalWater in A.88-05-045 which included:.:: .
the terms for establishing the memorandum accounts for the . .-~

.-:Tfs‘;-‘i
Peninsula Districts. D.89-04-046 which adopted the stipulation and
authorized the establishrient of the memorandum account .
characterized the stipulation as follows: - - oo .

oM i, s Under (these c1rcumstances, memorandum -

_accounts as proposed in the stipulation are o ‘
“"justified. They will allow the possible : R
.- recovery, in a future order, of revenue losses S
~ that may be incurred beginning with the
¢ efféctive daté of this order and continuing
~ “while 1.89-03-005 procneds. Because of the - -
prohibition on retroactive ratemaking, CWs
would not othérwise be entitled to recovery of
any such revenue losses. The provision for
menorandum accounts is consistent with our
discussién in theé order instituting
- T1.89- ?’—005.” (Enphasis added, D.89-04-046,
p. 8.

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

. Branch also cites theé language of Resolution W-3404 'in
Finding number 5t
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do:2t0 ”CW“’éipYoposél ‘to acélimilate thé améuntiirsoro . das Ida fon
~ziv - collected.under . its. ekcess usage: penalty,fg Df s cmyalifan

. ., .rate in_a suspense account for eventual ‘Yeturn T
i ‘tovits ¢ustonéré T in aimanner ‘tdé i baldétermined ot sariol
by the Commission rather than accounting for . . .. .. ...

then as utllity incone 1s appropriate # i T

Dlscussion cu Teslefe oo gen e o S S T

-HWe: belleve that the . proposal by Branch, SJWC,‘and SN
Calwater to use .penalty. funds to offset net: revenue. loss, recorded
in the memorandum- accounts and fines lévied by a utllity‘ N
wholesaler is reasonable.; We also. helieVe that any jremalning funds
1ncorporating them into the utllity's expense balanc1ng aggqunt.;; o
We will adopt theée proposal

Next, we will consider the request by San Jose, Water
Comnission, and IGC for using the fines collected by SJWC for
reclamation projects in Santa Clara County. While we appreciate
the governmental agencies’ efforts in reclamation and conservation, .,
we question the fairness of the proposal. - By approving the ] _“'
proposal, we would require the customers.of SJWC to support ... ..
programs . that would benefit some people who are not;Schfs
ratepayers. Given these facts, the Comnission by approving the
proposal would,: in effect, be levying taxes for general
governmental purposes: While the Connission.has the authority. to
fix rates and establish rules for public utilities, it does not
have authority to levy taxes. On the other hand, San Jose or the . -
County of Santa Clara do have the power to tax, :

We will deny the request by San Jose, Water Commlssion,:-
and IGC to use penalty money collected by SJWC for reclamation
projects in Santa clara County.

Finally, we will consider CaIWater's request that penalty
funds collected for the Peninsula Districts be used to offset its
revenue losses incurred prior to the establishment of the
memorandun account for the districts. In authorizing calWater to

- 32 -
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. establish méemorandun; accounts, - the. Commission. made. At.glear that

CalWaterx w111 only be allowéd the possible recovery '6f [#yevénue
ffective‘date of

this order.” (D 849~ 04-046 B 8 ) Thé laﬁgﬂage is’ oleaf and
plain. It follows that ”fevenﬁe losses’ incurred” prior to #the
effective date of this order” are not subject to “possible =:C
recovery”, '’ The résolution which authorizéd tié ¢oliéetions of
penaltles (w—3464) ‘provided clearly that théy wéuld-everntuilly be:i:
returned to ‘custoners. Nothing subséquently has ‘altered this - «:
intended disposition.  Wé will'deény calWater’s ‘request té refover:r
any revidnué iosses incurred- beforé the éffectiVé ‘date of = sin i
D.89-04<046. ' = o o v R R T %»’if‘fﬁ’cih?

Othér Issues -

"In addition to thé water supply and raté rélief issueés) -
partiés raised certain other issues which need to be addréssed.
The discussion of those issues follows. L
Normalized Watér Consumption for SJWC e St A .

D.89-04-041 authorized SIWC to éstablish’d memorindum’:
account to:reécodrd thé réduced réveénues reésulting frém the = -
imposition of mandatory rationing. D.89-04-041 was' issuéd in’
responsé-to SIWC’sS petition, in its genéral raté case application
(A.88<09-029), for émergency rateé relief to offset éxpected révénue
lossés due to randatory rationing. For the purpose of reliéf
sought in the petition, SJWC adopted Branch’s estimate for 1989
sales (which is based on water use pér customer) included in
Branch’s éxhibits (Exhibit 16). D.89-04-041 adopted the stipulated:
consunption estimates and transferred the issues related to
nénorandum account to this proceeding. This is evident fron
Ordéring Paragraphs 1la and 1d of D.89-04-041 which state:

71. Petitioner shall establish a memorandum
-~ account to accrue changes in reveénues,
sales, sales-related expenses and penalties
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P .‘E;, p24

** dué to tﬁe mandaﬁory hater rakloninq p an'
(Advice’ Letter  No;" 216) until: further:: ur ;g;;

., hotice by this Commission under the e

. following condltlons. i Y o

A .
N (I S R R LRI S 2 N iiaaaT ol

. "a.,,Petitloner shall use(CACD consumptionr.,”

) and rate of return estinates’ contained o
dn"Exhibit’16' in calculating over and :
undercollections. Petitioner' N

proposed method of calculating over’ and
undercollections shall: be used asan’uf O anlion
interim measure.” i s T e fr'%aau froebioci v

.or
R

Sirgy -5 The s:reasonableness’ of:. costs: and::
: ...~ . expenses included, methodology. of e
”calculat1nq ‘costs and terminating’ the ~
© ‘account,: procedures -for placing costs -
... Anto rates and any other issues ralsed‘
“'in the petitiorn shall be cdndolidatea
: Wwith 1.89-03-005. No: costs, expenses
.. or penaltles contained in the .
"memoraﬂdun account shall be placed 1nto
» rates prior to Conmnission :
_author1zat10n. e
‘In Octokber 1989, the Commxssxon issued the final order,
D.89-10-038,»1n A.88—09—029;«;0rder1ng Paragraph 7 of~D.89—10-038;:

statest SRR R SRS _ L e T

#7. The: consumptlon estimates authorlzed in.
this decision shall be used in calculatlng
Any lo6ss revénues in SIW’s meénorandun ~
account fron the date the account was
approved in D.89-04-041.7

Branch contends that the above orderlng paragraph
inadvertently constitutes retroactive ratemaking. According to
Branch, quantities adopted in October should be used prospectively:
to apply the quantlties to a prior six-month period would be
retroactive. SJWC disagrees,

In addition to pointing out the possibility 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 Commission, 1ssued D »90-05-068 which c]arifies that in
calculating any revenue losses: from April 12*-1989 (the effective
date of D.89-04-041)"tb 0ctéber 12, 1989 (the efféctlvé date of
D.89-10-038), the consumption estinates adopted in D '89-04-041
shall be used.” BeVenue 1035es incurfed after Octbber 12, 1989 will
beée computed nsing thexconsumptlon estlmates adopted in D.89~10~038.
There is no need to addtess thls issue any furthef.

Motion to Delay Determlnatlon of g@
a Limited Portion of I.89-03-005

As mentiornicd. earlier,  D. 89 04046, -in A.88-05-045,
authorized CalWateY to estabilsh memorandum accounts for its
Peninsula Dlstrlcts.z The terms of: establishlng the memorandunm
accounts weré hased on a stlpulatlon between all partles including
CalWater and Branch. Accordlng to the stlpulatlon, parties agreed
that peénding ternination of mandatory ratlonlng, éalWater should be
authorized to establish nenorandum accounts to prospectlvely record
revenue loss and related changes in expenses ‘due to rationing-
related loss of sales in its Peninsula Districts. D.89-04-046
further ordered that rate relief for revenue losses .recorded in the
memorandum accounts and the disposition of penalty monies collected
during ratloning w111 be considered in this proceedlng. Oordering
Paragraph 6 of D.89= 04 046 which addresses the . 1ssue of penalty
monies states that! ‘ ' '

76. The disposition of monles’collecteddby ¢us
through peénalty charges which were
authorized by Resolutions W-3404 and w-3412
shall be resolved in 1.89-03-005.”" '
Based on its intérpretation of Ordering Paragraph 6, '
CalWater requésts that the penalty nonies collected in theé ‘
Peninsula Districts be used to offset revenue losses incurred
before the menorandum accounts for the districts wereé established
by D.89-04-046. :
This cCalWater request has caused concern for the Branch
in A.88-05-045. Branch contends that CaliWater requests
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conpénsation for! lost ‘revenués beyond ; the scope. established in
D.89-04-046. Branch 1n91sts thaE CalWatet 1ncof;eetly interprets
ordering Paragraph 6 and accordingly,“on Aprilxll, 1990, it filed a
petition to nodify Orderlng Parag?aph 6 of D89 q{‘pqé and a motion
to delay the consideration Ofvdlsp051t10n of penalty .monies for the
pPeninsula Districts. In the mot{dn, ‘Branch ‘exprésseés concern that
a misinterpretation of: Orderinq Paragraph 6 -may inadvertently lead
the comnissidén to make a legally ékréneOUS dé01sion 1ﬁ 1.89~03-005.

While :we. understand th1s concern, we belleVe that the
sameé concerns haVe alreaay béen raised in- thlsprOGeééinq
(1.89-03~ 005).; Our dec1s1on regardlnédéﬁe'dlspOSLtlon of peénalty
nonies for the Peninsula Dlstrlcts fully addresses Brahch's concern
and is in strict conformance of. the provis1ons of D 89 ~04-046. We
do not belleve that Any useful pdrpose wlll be serVed by delaying
the decision regardlng the dlsposition of. penalty monles for the
Peninsula Districts. We will deny the’ motion ,

As to the petltlon to modify ordering Paragraph 6 of
D. 8§ 042046, wWe have interprétéd the:paragraph corfectly in making
our décision regarding thé pénalty moniés. ‘Thére is né nééd to':
nodify it. P
Closing the' Procéeding in’'Ai88-05-045 -

Paragraphs 1.C and 2. of the stlpulatlon adopted in
D.89-04-046 pfOVLGQ‘:) . : : :

Ac, * A determination of the amount of drought—
related rate relief, if any, to be - -
established in each district and to be
applied to the respective Memorandum’

. Accounts shall be deferred in this
proceeding until there has been a
determination of the need for such rate’

- rellef, and the parameters, if any, thereof
are expressed, in forthcoming cOmnission
decision(s) or résélution(s) i
I1.89-03-005. It is the intent and
agreement of the Parties that unless

I1.89-03~005 falls to provide parameters for
rate reilef for loss of sales revenue due
to drought conditions, rate relief shall be
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4 aQithorized or déniedr (as the case may be)‘ G b i non .
in this proceeding usipg, the sanme e B OR T
o parameters ‘established ik’ ¥.89-03- 605,7 R
R ‘taklnd'lnté account’ thejaccrualsidin the josyid patiabao
Menorandum Accounts and .any .rate ge11ef N
received by CalWate¥ 'to¥ losd' of sales‘““ oF nofvlivy
{¥evenué due ‘to’drought condltlons AR Joran writ yrnieh o

pursuant to I, 89 03 ~005,._

T R N e N NI I

;
P N R AN S AR

2. 7 Thé ‘Partiés ‘further- Stlleaté that on ‘the:w ~ anizi v
.+ effectiveness of an order by, the comm1351on,a,d,ﬂj o
implementlnq this Stipulation, this 7 o o
‘- proceeéding shall-be suspended . pending.a -
‘dec1sion by, the ALJ to reactivate or a o
‘ motion to reactivate to be filéd by éitner o h
i Lo gtaffcor CalWateriiiiIniaddition:and-in any:: RS
.- e, @vent, .within 30 days.of. the issuance of a. ., . ...
' dec1sion or redolution in I.89-03-005, the =7 =0
~térms of ‘which éstablish:the: basids for rate~ u: .10 fure
- relief (if any). in this proceeding as.. . e
prov1ded in Paragraph 1(c) ‘above, CaiWatér ST e
shall filé a motlon to reactivate this: S A
proceeding. so. that appropriate rate rellef,, -
if any, may he authorlzed.

Pt

. As ptOVlded in, paragraph 2. above, D 89 04 046 suspended _
the proceedlng in A.88-05-045. Orderlng Paragraph 5 of D.89-04- 046 .
states!

#5, This matter is suspended 1n -accordance with. . . .,
the stlpulation “o , o

Turnlng to the prov1sions of paragraph l.c of the _—
stipulation, we note that all drought-related rate relief 1ssues,
including CalWater’s request for balancing accounts, have been
determined in this order. Accordingly, the purpose for which this
proceeding has renained suspended is no longer valid. Although the
stipulation has provisions to reactivate fhis'prOdééding, the need
to reactivaté thé procéeding has béén remOVéd as a reésult of this
order. We will close the proceeding in A.88- -05-045.

- 37 - o
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Self-Initi tlnéraﬁd'Terdlnatinq 7
Handatorv Rationing Plans TR A T TR

Durlnq l989 VariOUS public water distrlots inpo&ea’ to-
rationing oh Watdi utilieiss’ in’ their’ dkea.”! The'wAter" utilitiésEl
had to seék Commission approval” to’ imposé’ mandétorY’ratiOniﬁq'éﬁ"”’
their customers. The Commission approved’ ‘aly’ reduests by water
utilities to implement their rationing plans. .- However, due to
procedural and loglstical problems, the Comm15516n appr0val was not
granted 51mu1taneously with the 1mp051tion of rationlng by the

: Simllar
delays in Conmlssion approVal were experlenced upon the termination
of rationing by the public water dlstrlcts. 1r§‘ L

In order to av01d such delays in the future, SJWC
recommends that’ the Comm15s1on adopt a’ procedure ‘which w111 include
preapproved ratlonlng plans in a utlllty s tarlffs.f SJWC proposes
that the rationing plans included in a utility’ s tariffs could then
be implemented or terminated by the utlllty us1ng Comm1551on—
approved tr1gger mechanlsms. . A

Branch does not oppose the concept.- Branch belieVes that
specific ratlonlng plans ‘should be adopted for each utlllty.
However, Branch does not believe that a utllity should be allowed
to initiate or term1nate tatlonlng on’ 1ts ‘own initiative.

According to Branch, with adopted ratloning plans already in a
utility’s tariffs, the Commission céula quickly activate or
terminate rationing.

Discussion .

If public water districts call for rationing, swift
Commission action 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 mandatory rationing plans to their tariffs after such plans
are approved by the Commission.
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,Next,‘we'will consider the qqgg?&gplgff%n%g%gp}ngw?ETE*ijﬂ
terminating rationing for water utilities. ‘In:otderi:to’ doithat;sit:

is important, to, examine. the impact of certain segtions of the

An da EGO-£0-08 -

51

s
[+
I

California: Water, (CW) . There are three, sections relévant to

our considerations, They are as follows: .
.- :78§ 350,  Declaration.

©1 - #The governing body of a: distributor of a -
.. public water. supply, whether publicly or

A7 vy company,: may declare a water shortage . - SR
.+ .. emergency condition to prevail within the ..
_ '~ ‘area served by such distributor whenevep it
tdrni - £finds and determines- that: the ordinary.i: i
demands and requirements of water consumers . .. .
cannot be satisfied without depleting the *'" * T
“iwater supply of the distributor to the extent -
.- that there would be insufficient water for
" human ‘Consunmption, sanitation, and fire '
¢ ‘protection.” - : : .

'T;'thfjéllw'Publid hearing

“Excepting in event of a breakage or failure
of a dam, pump, pipe line or ‘conduit’ causing

‘ an’ innediate emergency, the declaration shall -

... bée made only after a public hearing at which

- Consumers of such water supply shall have an
opportunity to be heard to protest against:
the declaration and to present their
Tespective needs to said governing board.”

n§ 357, Regulationéfand restrictions; conflict
with other laws; public utilities
commissional approval

#If the regulations and restrictions on

. delivery and consumption of water adopted
pursuant to this chapter conflict with any
law establishing the rights of individual
consuners to receive either specific or
proportionate amounts of the water supply
available for distribution within such
service area, thé regulations and o
restrictions adopted pursuant to this chapter
shall prevail over the provisions of such
laws relating to water rights for the

privately owned and including a mutual water & &7 THIT I

*
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duration of thé paridd of ldndrgénoyy’ (i1 v
:provided-howéver,: that any distributor of:;:
_water which is _subject to regulatioq by the s e
““state Public Utilitids ‘Commission® shall L2 iy
- before making such regulations and P fro
. restrictions effective secure the approval .
thereof by the Public Utilitles Cdmmlssion.
(NOTE°, other pertinent sectlons of the CH . )
Codé aret 352 Notice of ‘Hearing; 354" 7 -7 w7 o
Priorities; 355 Duration of ‘Regulations and
y Restrlctlons. 356 Regulatlons and -
" Réduétiond, Denial 'of “Applications, == = 7
Eﬁblscontlnuing Service for Violationi and 358
'Jud1c1a1 ReV1ew )

R SR

, . It is evident from the .above . that there are. three
essential-steps leading to implementation of rationing by a water .
utility. They are (1) declaration of water shortage emergency by a
public water supplier, (2) public hearing, and (3) Commission;. ..
approval, - - o : B

_Turning to the question of Commission approval, we
believe that a utility should not be allowed to initiate or :-
terminate rationing on its own. CW, Code § 357 requires a formal
commission approval for implementing rationing. Therefore, we will
continue our current procedure of requiring utilities to file -
advice letters 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 wWeeks.  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
advice 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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CaIWater s Petition to Set Aside Subm1551on T : : .

3o nidianang

on Apr11‘20,'1990, CaIWater filed a petltlon to set aside

......

- establishing a memorandum aCCOUnt for 1ts Stockton Dlstrlct.,

The City of Stockton has adopted restrlctlons on water
usageée within Stockton. Accordlng to CalWater, thls actlon by the
City of stockton would result 1n a revenue loss of approX1mate1y
$750,000 in its Stockton mstnct. SRR

Therefore, CalWater requests authorlty to establish a
memorandum account té récord lost revenues; saV1nqs in operatlng
expenses and extraordinary conservation expenses.

While we réalize that calWater will béiunable té recover
the rFevénie ‘loss due to reéeduced water use, We 'do nét hélieve: 1t
neceéssary to set asidé thé submission 6f ‘Phase I 'of thi
proceeding: ® ‘This procééding still remains open to ‘address-
additional drought-related issues, and we will address CalWatér’s
request in a séparate order and déeny its request to set aside
submission of -Phasé I of the proceeding.

COmments on_theé Proposéd Deécision: - S ' T R ’ .
’ CalaAm, CalWatér,'Park Wwatér Company, SIJWC; Southérn-

california Edison ‘Company (Edisén), and Seuthern California Water:"

Company havé filéd comnénts on thé ALJ’s proposéd décisiéon. Reply

conments wére filéd by Branch. Based on our review wé believé

that, other than correction of errors, theé followlng modlficatlons

to the decision should be mades

Recovery of Extraord;ggrgﬁConserﬁation—BxﬁeHSés

It was our intent that amounts less than 1% would not be’:
granted imnediate rate relief but instead would bé déferred to thé:
balancing account for lateér recoveéry subject to the rules géverning
balancing accounts. Accordingly, weé have revised pages 25 and 53.
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Special Provisions for Edison’s Rationing Plan $:r 1o oparbhnis
Edison supplies water service to the Santa Qatallna
Island. Due to the limited water supplies on the Island, Edison

drought., Specifically,(on April 25, 1977;.Edisonjf11ed Advice

Letter 16-W with the’ caﬁﬁissian to establish the Santa catalina
Island Fresh ﬁater Rat’onlng Plan in its water tariffs. At that
time, Edison complied with the procedures set forth'in‘sdctions

350-358 of the . CW Code. In Resolutlon W 2122 dated May 17, 1977,

P

Plan as proposed;~.-;_ = e et A‘?aq :;~= sr oy

Undef thé tariff provis1ons of thé Rationing Plan,
implementatlon or- termination of . the Rationing Plan is triggered by
the level of fresh water in Edison s ‘Middle- Ranch Réservoir
(reservoir), which is the prlmary source of fresh water on Santa
Ccatalina Island. Water rationing is accomplished pursuant to the
gu1de11nes set forth in Ratloning Phases 1 through 4 of the
Ratlonlng Plan._‘_ _ o

Basically, when the level of fresh water 1n the reserVo1r
is at or abOVe 600 acre-feet there are no mandatory restrictlons on
fresh water .use. . When the level of fresh water in the reserv01r .
drops below 600-acre feet, Phase 1 restrictions are placed upon .the
use of fresh water whlch is folloWed by more restrlctlve Rationing
Phases 2 thruugh 4 as the leVel of fresh water in the ReserVOlr
decreases. Movenent anong 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 changes 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 followuws:
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F1nd1nds of Factsa§§;y ‘;x%ﬁ

PR

nandatory rationing, as required based on,“
predeterminéd ‘conditions set forth in their
. ‘tariffs,; 'do not need to file advice:letters:.
.-, to seek further Commission approval to ... . .
impIement or terminate mandatory rationing.” '

R

Orderlnq Paragranh

P IiinE oy

7. -Water: utilities shall file an advice letter
: .. . to _seek Commission authorization to .,
initiate or teérminate mandatory’ rati“ing,
except that utilities with Commission—=':: v
. -~ approved rationing plans in their tariffs. .
: that allo# for 1mp1ement1nq,dnd téerminating
- : ired, based on-
. Dredetermlned condltions, do not need to
file an advice letter to seek,further
commission authorization.‘ : :

Decision 90-07-067 ,

In Décision 90-07-067, thé Conmmission gave utilities theé
authority to establish memorandum accounts to track consérVation
expenses and related revenue fluctuations. In that dec151on we
réservéd ‘the disp051tion of thesé nenorandun accounts to ’further" )
comnigsion order. To the extent that we are ordefing class A
utilities, and allowing class B, C, and D utilitles to file Water

Managemént Program», which are outlined in a later séction in this

decision, we will nake récovery of funds éithér in whole or in part
in ménorandum accounts éstablished pursuant to Decision 90+ 07 067
contingent upon Comnission approval of the utility's Hater o
Management Progran.

Class A watér utilities who provide eévidénce that a water

conservation plan is not needed or not workable for their company
may bé éxenmptéd by the Comnission from filing an application
containing a Water Management Progran. Howevér, all other class A
water utilities must file such an application no later than 90 days
following the effective date of this order. <cClass B, ¢, and D
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utilities may also file such an applicatidh no later than 90 days
past the effective date of thlS order. -

Each application nay be specificstd?thé*réqﬁiiéﬁentSBBféﬁﬂK
the wWatel Utilikyl” Edch plran’ shouldicontainrat the minintn the
elenents’ degeribdd in® thd' sectioh” Contentd: of a. Water:Management -
Prograi”' K&low' " In"additien-td these basic elehénts” appliéantsiare’:
encouraged to-rétonmend -innévaAtivé approaches toifvater Ji i i ans
consgérvation; and to- prépoése’ regulatory dincentivés’ to- eﬁcbhrage
water ‘conservation’ prodgraris which may behefit- ratépaYérs and S
investors in the long tern. SR e LA

Finally, abplicants should recognize that approval of
utility applicatiohs which lnclude reduced business and financial
risk through protectlon agalnst séles fluctuat1ons either- greater
or less than forecasted saies w111 iﬁclude éppropriately adjusted
returns on equity The ba51c précépt of rate of féturn regulatlon
is to match the bu51ness and financial rlsk of the utiilty with
appropriate return on équity. When one- élemént of the equat1on,
risk, is reduced, then the opp051ng side of the equatlon, return,
must also be- 1educed to keep the fundanental felatibnship in
balance, - e S . C S :

As a Yesult, when utility file theiy applieation“s;
recovery of amocunts in memorandum accounts dating from July 18th or -
dating from the efféctive date of this ‘order Ffor those utilities
who have alYeady established memérandum accounts and whose -
expenditures to date aré disposed of in this order, utilities
should expect those funds in whole or in part to be offset to
reflect lowered rates of return, where the risk of the utility
filing the application is found to be reduced. 'Thisg reduction in-
rate of return #ill be considered necessary only if the applicant
requests protection from any risk that sales might vary from the
adopted forecast. To the extent that the utility retains that
risk, adjustment of rates of return is unnecessary.
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Phase . II ‘E.jg;‘: 11§

Need: for -a -Water Management. Proqram,_g\

fons

With the present drought- cond1tions and pro;ected long.
term:water.shortages,: as shoyn: in, Table.l..tne.E¢FOI§M§h9W§~thﬁErL

significant: conservation. prograns. are necessary not only. ingtherme::
short term but possibly contlnuing through. the long. term,. T

-In-his. preéepared testimony dated. June, 12,; 1989 on page 6, .
Dr. Tlmothy H. Qulnn, MWD’s Admlnistrator of Conservation and Water
Management, states! P LT et i

#Through the; early 1970’s,.Southern Californla T
. had’ v1rtually no chance of experienc1ﬁg a’ ‘
i7significant shortadgei::i ©In ‘contrast; by the
. -..early 1990’s, water demands could, exceed . Gt
currently available supplies 10 percent of the -
. timé - a degrée of risk fo¥ econonig - - oo
;. disruption and inconvenience that would not be.
acceptable in any other public industry. By -
' 2000, wé estimate’ that supplies from ekisting -
. sources would be. 1nadequate to meet. demand an
. alarmlng 803 of the time.

To protect the short and long term interests of both
residents and business that consune water, the Commission must

consider the serious threats faced by the reliability of the water

supplies in the state.

- To achieveée this long term strategy of water use, the
Commission will require all Class A water utilities to submit a . .

Water Management program. In addition, any Class B, C, or D water -

utility may file a Water Management program at their option. We-
are not requiring smaller utilities to file a program because as -
seen in 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_ Progranm _

The Water Managenent Program (WMP) nmust, at a minimum, -
address the issues listed below. Additional direction is available
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fron” thé ‘Commisdion’s Water Utilitie§ Branch)’ and each’utility iz
should WérK"’ cldsely»with ‘thé Branch ‘ad’ it ‘develops' its plan.-isgon ol
The plan shoild nét be' dddressed at ‘reducing reasonable
uses 6f Water ' There aré many ‘dituationd iin every utiliti’s
service territoriés Whére wdte¥ can be ‘daved or-used more ~i .~ 1 wo
effigléhﬁiyfnﬂft;ié“ﬁb%“tﬁe‘doﬂﬁiééiohfs‘iﬁteht'ﬁo“chdﬁde'the"'”"“f
1ifestyle 8¢ ‘réduce ‘saféty,: productivity or ‘growth potential of'any
part of ‘thé state: by inposing this planning process. 'There are:
enough opportunities to reduce waste, change attitudes ‘and improve : -
utilizationito havé & ‘Significant inpact on watér use; without
affectiﬁg ‘quality of Yifé, V. Iur cxll s onuiinon poeonioat oo g
" Bach-utility should subrit ‘an ovérall company plan. In oo
addition, in'récdgnition ‘of thé fact that somé utilities have very ¢
divérsé districéts, ‘each utility with more than one district should
submit a separate plan for each district.
1. Clear and Specific Goals - Se
-‘Bach WMP must inc¢ludé c¢lear and spécific goadls. The
goals $should bé objéctivé (i.e., a réduétiéﬂ'in wdtér usage of ten“
percent éver éXpéctéd usage) “and includeé-a timéframé:(i.é.; by’ "
January 1, 1991). " 'This seédétion of the plan should deseribé how the
plan will bé advertised and how it will motivate customers to: - =~ - °
conserve. This part of the plan should also desoribe how thé plan
will be coordinated bétweén the utility and municipal, public
service and conservatioén orqanlzatlons in o6rdér to achiévée maximunm -
effectiveness, ‘
2. Multiple Apprcaches
No plan should rely on just one or two prégrans. If sone
of the programs are not efféective, the overall plan will not be
successful. The utility should plan multipleé approaches to
conservation and déscribe these approachés succinctly.
This séction should be customer specific¢: Residential
custoners may need différént conservation programs than industrial -
customers or commercial customers. Apartment complexes should




B

recelive- adequate. attention,;aS‘should-any faoility vhereé cost pay. ..
be separated from usage. ., Thé utility shoulad work. with ‘the custoner:, .
to deVelop,progransJthatumeets,egqh;groupusing§g§,nbgu ol
:. These programs might .inolude. resideﬁtial watér audiﬁg,
water recirculation:and blending for. 1ndustr1a1 custoners, ... ...,
landscape\moq1f1qat10n‘and maintenance . information, plumbing code
changes: and maximun use of wastewater. . The utility. should g
‘diligentlysstudy,this area and develop 1nnovatiVe and creative,
- prograns .to mininize water use. = - .

PO NS

ti::The utility must also address ltS 1nterna1 program. éaoh;;
plan must include a section on the utllity(s\eﬁfqrt\to;el;m}qqgeni3,
waste., This part of the plan might includexprqgedqéqssgo;réduce
dam leaks .and reservoir spills,:impgoveylggkéﬂéteq§iqn,anﬁ Tt R et
responsiveness.of leak repair crews.and minimize hydrant.and main..-:
flushing. |

3. Long term C ‘ L

The Commission is not looking. for qu1ck-f1xes.‘-The WMP
process.should be_dlrected;at‘long—term‘solut;onst‘,Chanqesiin o
building ordinances, and retrofitting existing facilities, are two
examples of :long-term programs. - The utility should,oog;fegl :
.reluctant to work with any and all responsible agencies in
developing this plan. . : I \ : : o , e gt

This section should 1nc1ude a dlscuss1on of the WMP and -
how it fits into the utility’s resource planning process.. The WME.-
should be an integral part of the utility’s plan for meeting
custonrer growth. oL '

4. Cost effective - .

As with any public program, there will be levels of
effectiveness: The utilities should carefully analyze each progran
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 consider use -
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ot th&s And “othé¥ existlhg analytlcal ald' €5 PErférn trié cost-

beneflt énalyses. ESRUR I SRR | Joiaf s cgntiosne opganmided aniauatrih oz
5. TracKkable canfes
PTvE aRé utility shOuld provide a- description ‘of "thé ‘method 1t
will'Usd €6 evaluatéd and track the Efféctivénéss ‘of “the proégram it ’
The Commission is locoking for truly useful programs, not window=:!
dreééfhéf Thé'propoqed ‘Prograns nust ‘be ‘opén toé analysis;/ both of
1mpact “and cost. " This part 6f the" repbrt “should alsé’inélide the
proposed methéod: ‘that ' thé cémpany will use “to ‘Kéep ‘thé: CémmiSSléﬁ’
apprised df thé “‘progréss " of theé WHP.E“‘Q oo catdanbs
prict 6- Incenti\fe-baséd foeE e SN A S A RS B O
ST IR €hig dectidén’ the utility ‘should addresstindéntives, . ¢
both té the customers and to the utility. If thé udtility devélops
proposalsifor incéntivés that thé coémnission night want ‘té- cénsidér"‘
in the future, a description should be providéd héeré. - Thé -~ :
Comnission is' 1looking foér fair and équitableé incéntivé prégrans in
all areas of reégulation and the utllity's consérvation plan should ~
be designéd with that peérspéctivé: ' !
Findings of Fact s s :
1, ‘california’ faced séveré watér shortagés in 1989 ‘due to
limited preéipitation during 1987 and 1988, Co T
2. On March 8, 1989, the Comnission instituted 1.89-03-005 '
inté measurés:to mltigate the effects of drought on regulated water
utilities, ' '

o0

3. The Commission authorized certain utilities or districts
of utilities to implement mandatory rationing plans in thelr
service areas. : :

4. The Comnission authorized theé utilities with mandatory
rationing to establish mémorahdum accounts to accrue revénue ‘losses
due to reduced sales and corresponding changes in watér production
costs., ’ '

5. Branch and Water Companies disagree about the méthod of
calculating revenue losses.
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.6..- Water Companles recomnend that revenue.losses be deflngd
as the difference betweén révenues at adopted sales and actual
sales.

’f}f

(: a3 .

E -7s:--Branch . recommends ‘that revenue :losses, be deflned as the
difference between . revenues at -95% of the adopted sales -and actual
sales.- : - :.: G Sosieeiaor EQ inen sl e Pt

“ iR g Ll R T .r_.,n'i‘

tee 18.. 7 Theé . staff proposal to 11m1t recovery . of revenues to 95% . :,
of adopted sales is a d151ncent1Ve to conservatlon and is counterf,.
productive . to publlc pollcy which supports conservatlon.;_.
9.

dué to mandatory rationing, but allowlng 100% reCOVery rather than‘

95%, will enable utilities, to.avoid the conservation .disincentive.

-+ 104 -, Branch and Water Companies believe that revenue losses. . .
due :to mandatory rationing should bé recovered through a surcharge ..

to utilities” commodity rates. . sk . el
llf. Branch and Water cOnpanles dlsagree regardlng the

12. Branch recommends that the surcharge be effectlve for a
six-month duration. T ST L AR
-13.. .In .the event. -rationing continues;beyond . the 51x-month
period, Branch recommends‘that an addltlonal,surcharge.rate‘be-»=--

established. . :

14, Water Companles propose that the surcharge rate be based
on an annualized sales and continue until the termination of
mandatory rationing. : .

15. Water Conpanies propose that any over or undercollections
in the revenue balancing account at the end of the ratijioning be..
offset against utilities’ éxpense balancing account.

16. Water Companies’ proposal would be simpler to administer
and would result in a lowver _surcharge,

17. Water Companies’ proposal wWould prevent ratepayers being
overcharged and provide utilities a reasonable opportunity to
recover their revenue losses.




w

recover drought related extraordlnary conservation expenses. yhlch "

0
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18,. Branpch and. HWater Companles disagree on, the. procedure to

are not being funded by a utility’s presently authorized rates.':( oo

: :19.,.. Water Companxes propose that. extraordinary conservation ;
expenses . be -recorded in a separate account.and recovered through, an_.

advice letter filing at the end of the drought. P

20. B ranch proposes that utillties with estimated, ot

should file an adv1ce letter requestlng an offset morease._mI

21... Rater Conpanies/ proposal for recovery, of conservatlon '
expenses will allow an opportunlty to review the reasonableness of
the actual.expenses and. encourage utllities ‘to promote
conserVatlon‘jﬁ.‘H L _ o . s By

22. :Branch’s proposal w1ll glve ut111t1es the 1ncent1ve toiei”
overestlmate their conservation expenses to quallfy for the s
surcharge - and once a surcharge is establlshed w111 g1Ve utilltles L,
an 1ncent1ve to mlnlmlze thelr conservatlon expenses,

~

AR

23. Branch’s proposal of allowlng recovery. of eXpenses ,
recorded in, .a spe01a1 account only when such expenses exceed ls of
the ut111ty ‘s gross revenue. is 1n keep1ng W1th the Comm1351on s .
pollcy of . av01d1ng frequent rate changes. Extraordlnary _
conservation expenses less than 1s of a ut111ty's gross reVenues
should be added to and recovered through the utility’s balancing
account. . . .

24, Branch and Water Companles dlsagree regardlng the
appropriate ratemaklng mechanism to track revenue losses due to
mandatory rationing.

25. Branch believes that the nemorandum 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.

- 50 -




o

e

' 1.89-03-005 et al., COM/PME/cac * % 27O\ BIINIOD L fa Je-e00-£0-0e.

377 7iHe fenbthrdun’ ’58”‘
OPporﬁunity to track and’ ¥ads
to. ratlonlng‘ RETERE S i LR S RN

28.

this time. foaviioer it g it P DR e bda T b
28a. A11'fﬁhdé”ffééke&?iﬁEEEdoréhdhﬁfhccéﬁﬁtéifféﬁ“fﬁe o
effective ‘date of this order, including funds' tracked in hemsranddm -
accounts esraﬁiieﬁed“ﬁﬁréuéﬁt’tc‘ﬁeciéioﬁ7§6‘67‘ﬂé7}‘eré to be &

dlspoéed ‘of ‘¢ontingent upon Commisélén approbal“of a utility’é
Watér Manageérént program.'V"\ R R AR £
28b. A comnission deécision which providds that theé watér -
utility shall be allowed recovery of amounts in menorandim adcounts
which réflect the différence betweén actual witer sales'ahd
forecasted watér sales’ ‘{so that the forecast 1S met ‘éach’ yéar
¢itheér through réfund if the forécast is dxceéded or raté 1ncreases”
if it is not reached) constitutes protection against sales tisk, a
primary risk of businessg in the water iﬁddéir?f” Eliminétion "6t
such risk shall bé: accompahied by a reduction in’ recovery of ‘the
amounts in the memorandum a¢counts.,  Thesé amounts wlll ‘be offsét
either in wholé or 1ﬁ part to reflect lower authorized rates of
return. ' ' C T
29. Thé Commission authorized utilities to colléct fines fromf
customers for using more than their allotment of water durlng
rationing. ‘

30. Utilities wére required to ‘place the collectéd fines 1n a’
suspense account.

31. The disposition of penalty monies in suspeﬁse accounts
involves two separate issues: (1) the disposition of fines
collected by SJIWC, Great Oaks, and CalWater’s Los Altos Suburban

pDistrict: and (2) special conditions applicable to calWater’s
Peninsula Districts.
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32£Vfﬂr5nbh’and3WateYaCbmpanies?prbpose~that;mbniéslcollected
in the'‘penalty funds should be used’ to offset net revVenue losses:niue
recordéd’ inm tlie’ remorandum ‘accounts: and fines:levied by aiutility’s
wholésaler.: :The remaining:funds should:be refunded :to .the :: ;:%aafg
custoners by incorporating ‘then into-a utility’s expense balanoing ¥
ACCOURL,i® i Thm snivsl SFL Do sne oy el oo o :~':.;=’;

33. San-Joséy’ Watef Commission; and . IGC: propose that rather,au
than refunding excess penalty funds to thé customer,: thé funds .. -/-
should:beé applied to the réclamation project being undertaken by
san Jose and the Santa Clara Valley Water District or:in the -:: ... .
alternative to set-aside: the funds for :specific conservation ..
pro]ects‘ R i T S A S PO B SE Y B PR SN ST T T e i

i34 'Adopting'the’prOposal by'sanLJose,‘Watef Commission;,  and -
IGC would in Yeality be rYequiring the Cémmission to levy taxes. for '
general governmental purposes; - . : e S T

.35. " .The Conmission ddes not have authority to levy taxes.

36. CalWater requests that penalty:funds collected.for the
Peninsula Districts be used to offset the revenue lésses -incurred
prior to the establishment of memorandun:accounts for the
districts.s - - o . - TS ‘

-37. 1In authorizing CalWater to establish memorandum accéints
for the Péninsula Districts, 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 rationing; swift
Ccommission action is needed to implement their rationing plans.

39:  Allowing water utilities to add mandatory rationing plans
to their tariffs will be a 51gn1f1cant step in expediting
Comnission:approval. :

40, According to CW Codé § 357, Commission approval is needed
to initiate or terminate rationing plans.
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"’41¢f11n1tlat1ng and terminating: rat1on1ng plans ,could: be ¢
expedited: if.utilities’/ advice ‘letters are. processed expeditiously 3
v 42, The processing of advice létters can be éxpedited by.r:r .
placing the matter on:the agéenda: for the next Commission meeting . -
for which -the 10-day notice requirenents: are: et o Ve
43. Great Oaks has not had a qeneral rate proceeding ang :.
consequently ‘it does- not have adopted quantities for:.sales, . r»r
expenses;and:rate base. . . ¢ - - 0T bl s soueor ny PR o o
44, :Branch ‘has prepared pro forma Wworkpapers for Great Oaks'-e
ratemaking issues in Exhibit 15.7 -7 o0 s Ty o are o0 Do
44a::Utilities that already have:Commission approval -to -
inplement and terminate mandatory rationing, as réquired, based:onwz
prédetérmined conditions set forth-in their tariffs,; do not need to
file advice letters to seek further Commnission approval to
inplement or terminate mandatory rationing: .-+ . .. .- . : S
45, < -Although Great Qaks was provided a.copy of Exhiblt 15, it
has prov1ded no input on Branch’s proposed workpapers. S
46 . ‘Branch’s proposed workpapérs follow general ratemaking
guidelines of the Commission. . TP LT e
47. It is in the public interest to promote conservation: :

.48, .:Due‘to the present drought and projected long term water
supply shortages, Water Management programs. are rniecessary: for: long
term water use strategy. - ' - - :

Conclusions of Law

1. Revenue losses due to mandatory rationing should be
defined as the difference between the revenucs at 100% of thé
adopted sales and actual sales less any reduction in expénses.

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 shoéuld continue
until the termination of rationing.

L
LT R
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47a Any‘overior undercollection~in: the: menorandun:account :at ;-
the end of mandatory ratloning should be offset: against-utiligies’ -«
expénseibalancing.account.i: rninll L wooL o ainn Yo Zosupat ngt L€

> *4ai7only: funds-tracked-in memdérandum’ accounts*up suntil-the o7
the effective datée of this order are to be returned.to:the -y #ic yin
utilities atithis"time. ! The .disposition of all:funds:tracked: after
thé effective:date’of -thié order in. menorandun:accounts; rincluding;;
nmenorandun: accounts established pursuant to Decision 90:07:067,. are:
contingent upon Comm1551on approval of the utlllty’s Water o 7o
Management program.i: R R L S TS ST SR T I EEEIE SRR

4b. The amounts authorized for possible.recovery:pursuant:to:;
ordering paragraphs 4a aboveé  are subject to'decrease (subject to
refund)- in whole or: in part:: - (1) should the Commission:detetrmine -
that any réspondent water company has a reduced revenue requirement
resulting from: its decision to adopt the balancing and/or:: .: ¢
menorandun account treatment authorized above? or (2). should:the:.
Cormmission determine that recovery of only a portion.of.the .
recorded amounts: is appropriate given-theée presently:authorized rate.
of return. S Lo ol " : - s

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

6. If the extraordinary conservation expenses accunulated in
the separate account éxceed 1% of a utility’s gross revénues, the
utility may file an advice letter to recover the éxpenses through a-
surcharge: If the extraordinary conseérvation expénses do not-
exXceed 1% of the utility’s gross revenues they should be deferred
to the utility’s Balancing Account.. :

7. Water Companies’ proposal to use a balancing account 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 memorandum accounts and fines
imposed by a utility’s wholesaler. The remaining funds, if any,
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should’ be refunded:to: thefoustomers by incorporatingwthenzinto a . ,

utility!s eXpéIQé "balancing accountyz piafaniiay vIoinhors 3o b esit

9. The request of San Jose, Water Comnission,pandx +IGCitos ZUSe, 5
the ésxdesdsipenalty funds:for’ reclaration: or :conservation projects:
should be denied.iiwvynray i o1 e yet v DPAY 3o sdeb sviiontda odt

110V CalWater’giréquest toiuse -thé peralty.-funds:coellected:for::
the-Peninsﬂ1a~Dlstr10tSwtoroffset revenue loésses-incurred: prior.téqi;
thé- éstablishmeént-of thé mémodrandunm:accounts-for the -districts: -
should be denféd: 77 - —:i: CEE L rrata 0T o

11. Water utilities should be allowed to add. water: rationlng
plansito:their tariffs.o oo v b onivafiny idnunia ot it

EE P ) PRGN

i e
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© 127 Water'utilities’/ request to-initiate or terminate; i iv:e-
rationing:should be expedited by pléCLng the imatter on the:next - .
possiblé Commission:agendas - - . oo e st Goefonocoy e Gy

13. Branch’s proposed:proé’ forma workpapers:  for Great: 0aks’ '
ratemdking issués' should bé adopted.: SR e

14. The présent and projected water shortage situation® make - i !
necessary. a water management program which:will increasea | ;
utility’s incentive to promote long term conservation. .

NP

- INTERIM ORDER. -

"IT IS ORDERED thatt . o 3

1. california Water Service Company (Calwater) ‘is authorized:
to file an advice-letter, for its Los Altos Suburban; Bear Gulch; -
San Carlos, San Mateo, and South San Francisco Districts, to
implenent a surcharge to recover revenue lossés’ incurréd dué to the
imposition of mandatory rationing. The surcharge shall bé ¢onptited
and inplemented.in accordance with the method and guideliﬂes set
forth in this order. ' N -

2. ' California Anericah Hater Company-is authorized to file
an advice letter, for its Monterey Péninsula bistrict, to implément
a surchargeée to recover revenue losses incurred dué to the

<55 - ®
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ifposition ‘of: mandatory rationing.:.’ The' surcharge shall be:computed
and: implerented in’ accordance: with the:nrethodi{and: guidelines: seb: i
forthiin (ithis-ordexr. . ri i oo linnsdiesi om0t o ool remagtt o drnah
“i'3 /- San ‘Jose Water Corpany (5JWC): and Great Oaks Water 71
Company (Grieat Oaks):-'are' authorized :to file :advice letters to  :::
inplement a ‘surcharge:to :recover revenue losses :incurred:due to the..:
imposition of .mandatory. rationing.&‘The'surchargé‘shall'be‘computedfa
and ‘implemented "in -‘accordance :with the methed and guidellnes set:
forth in this order. Lo T S R

‘47 U CalwWater, SJIWG, and Great Oaks shall use the fines .-
collected in ‘Suspense accounts to offsét the:net revenue 'losses due”
to rationing and ‘fines imposed by their water supplier. ' The:’
remaining funds:in the suspénse account, if ‘afny, shall be -1~
transferred .to the expénse balancing accounts for the utilities or
districts of utilities. , : . -

5. CalWater shall not use the finés collected in its Bear
Gulch, San Carlos, San Mateo, and South San Francisco ‘Districts to:.-
offsét rationing-related revenue losses incurred prior to the
establishment of memorandum accounts for the .districts. .

.6 - Water utilities are authorized to submit, for Commission -
authorization,; 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 terminating
nandatory rationing, as required, based on predetermined
conditions, do not need to file an advice letter to seek furtheyx
Commission authorization.

8. The Water Utilities Branch of the Commission Advisory and
conpliance 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 10-day
Ccommission agenda publication notice requirement can be net.
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73009350 A1l Class A waterrutilities:shall. file, vithin .90.days.of::
the effective date of:this!order;: an”applicationucohtainiﬁqyapﬁjnqg
depth Water Managenment Program including, but not -limited ;to, the ;-3
specifications outlined 'earlier :in this decision.: .Only .those Class
A water utilities who dan provide ‘evidencer.to. the Comnission that a~
Watér -Manadernent Progran is not needed or -is unworkable for their. .-
compaﬁy.and its customers nay be exermpted from this requirenment. .. -i
These applications #ill be reviewed and considered: for Commission: -
approval in Phase II of this OII. N T T TR TP S

9a. --Any class B, C,.or D:utility nay file,: within 90 days of
the effective ‘date of this order, an application including an in-=:.-.
depth Water Management Progranm ‘inciuding, but not ‘limited.to, ‘the .
specifications outlined earlier in this decision.” These-
applications will be reviewed and considered for Commission . ..
approval in Phase II of this OII. , i :

9b, Only. funds tracked in menorandum accounts up until the
the effective date of this order aré to be réturned to the.
utilities at this time. The disposition:'of all funds tracked after
the effective date of this ordeér in remorandum accounts, :including
nenorandum accounts established pursuant to . Decision 90*07-067, are
contingent upon Commission approval of the utllity's Water
Management progran.

,L-._::

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 comnpany has a reduced revenue requiremént
resulting from its decision to adopt the balarcing and/ér
nemorandum account treatment authorized above; or (2) should the
commission determnine 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 A, 88 05-045, A.88-09- 029, A.89- 03- 008,
and A.89-04- 014 are closed. The proceeding in 1. 89 03-005 shall
remain open to address Phase II issues.

. This oxder is effectlve today.

Dated ‘August 8, 1990, at San Prancisco, California.

G. MITCHELL WILK
President
PREDERICK R. DUDA
STANLEY W. HULETT

JOHN B. OHANIAN
PATRICIA M. ECKERT
Commissioners
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APPENDIX A

List of Appearances

Respondents: Martin Abramson, for Park Water Company; John S,
Barker, Attorney at Law, and Messrs. Steefel, Levitt & Weiss, by i
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 Joseé 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. Roedexr and Daniel
Stockton, for Great Oaks Water Company; Susan Conway, for
Southern California Watexr Company: Michael Moynahan, for
Metropolltan 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 Parties! Ppavid Ray, Attorney at Law, for Department of
Water Resources} Spectrum 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. O0’Melveny & Myers, by Thomas N. Harding, Attorney
at Law, for Southern California Water Company; and Messrs.
Barakat, Howard & Chamberlin, by Nancy Thompson, and Edward
Duncan, for themselves.

Commission Advisory and Compliance Divisiont Lawrence Q. Garica.

(END OF APPENDIX A)




