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BY' NNXCE I£l'lm·m. 1.2'35:,' mm HA'BQi'1I. 1992 

.After a bard issue of $19,800,000 was approvec1 :in 1974, the City of Stoc::ld:on, 
the county of San Joaqu1n an:1 CWS entereci into· a oontxact with the stoc:kton 
East Water District (SEWD) to· build a water treatment plant at O6's totmer 
River RMch site, east of Stoc::ld:on, mld also·l:lu.:Ud a 13-mile 54-inch. dimneter 
reintox:oed oonc:ret:e pipeline :o:an the calaveras River. 'Ibis project was to 
provide a source- ot surfaee \later to alleviate salt water mtrusion jnto the 
water table under the stoc:kI:on Area.. 'lbi& oriqi:nal oontrac::t took eftect on 
Feb%'\W:Y 11~ ,1975. Decision (0.) 85138, Novemter 18,.. 1975 authorized· OS to 
~ rates ~ 46.2t, or '$1,.846,.200 per year arx9"D .. 89528,. oc::t:.ci)er 17,. 1978, 
authorized CWS to,:1.ncrease .rates. by 19.2t. or $l,21.8:,800' per yetJr to 
participate in, this project. 

In Sept:eml:Ier,. 1987, OS' signed a 'NY oontract called the seoa'd Amended 
contract (SAC). '01'lCJer SJ\C,. ~'s share ot water tell tran· 92.5% to· 63.5%. In 
return for this. dec::2:eYe. in, the amount of water, QtS's cost to, participate :in 
the· project decreased. 'lbe SAC also· used- the gxo.1l'dwater depletial charge,. or 
plDp tax, to, eqwJlize the cost of treatec1 ~ter Md· ~; water to the water 
users. . 

In 1988" CWS tilec\ A.88-12-o16-- Utor an order authorizjnq it to establish a 
:balanein;; a<XO\lnt to in:lude all . recorded 'Water production expenses in the 
stockton District.'" D .. 89-04-Ol4.in A.8S-12-o16- authorized CWS to· record 
groundwater e.xt.raction c:ha1:ges, in the ~ water balancirq aOCQlnt, and 
c.ws was orQered to tile an advice letter tor a rate decrease· to :renect the 
lower o::st 'ot.~' water un:ler SAC- w to· tile a General Rate Xnc::rease 
(GRC) aw1ica.tion. OS tiled Mvioe tetter 1103 ~ reduce, rates. fran the 
$3,..362',.lOO· in the ori9'inal'oontract to $1,.785,,500 in the SAC and raise 
q.rc:undwater extraction cha.rges by $22,300_ After tax eftects,. the net 
dec::Xease WZIS $l,.331,.100. . 

By Advice Ietter 1235,. tilec1 March 18, 1992, CWS requests ~uthority 1.2n&!r 
section VI of General Order 96-A and section 454 ot the Public 'Otilities 
CQc1e to increase rates to ottset: (1) a $988,.500 decrease in~' water 
costs, (2) a $1,.600,900 i:aease in groundwater extracticn cha.rges,. 
(3),& $236,,300 inc:reasein~· powe.t'expense" (4) a $17,600 increase 
.1n..PQGta9'e ~,-(5t a.,$23,.700·decrease·in.diatJ:ic:t·lId,'vaJ;oram ~,. 
(6)' '&$100 increase'in. qeneral. oftice:':ad/valorem,texes,. and ' 
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(7) a ootreSpOndinq $6~900 :inc:rEue in uncoUec:tibles and :O:and'lise 
requl.rements.. ':[be total of these offsets would :inc:rEue xates. by $849,600 or 
7.2%. To mlniJnize tbe rate:lJlpact, 06 xequesta an inaease of $762,900 or 
6.5% at tlli& tilDe .. Adc1itic:mll.y, it xequests. an inaease of $403,400 or 3.4% 
tor two years. to· xeoover $806,800 of U1'XIeroollecticrw in ita bal.arlcin;J 
aooount. '.the total :I.nctuse beinq requast.td.1a $1,.166,300 or 9'.9' .t •. 

01;;. MtVesabout 3S,933.JI8tend· c:ust.aD8rS. in: BanJoequ1n· CCunty.. 'DlIl' pr ••• nt 
:rates ):)ee«nm' effective Cl'l .. Jamaxy 1; 1992, pursuant to· Dec1a1c:n. No. 900-03-007 
ani h:M.oe tetter '1229 .. · . 

uummcti· 
'lbe o:mni ssion routinelyauthor1zes. a water utility to· increase :rates l:etween 
GRCs to offset~ dolJ..a:c-ofor-dollar, 1n::teases :in expenses r.Nf!Ir Wieh the 
utility has no· control •. '!be offset calculation is based,. on qIW\t1ties md 
unit ~ adqJt.eCl :in the GliClast decision. 

In- this case, however, p.n:ehased. water cxsts. and ~ter ext:raetion 
cbaxges axe oonditions of the SAC with the SEWO. . fJ:be SAC bas not been 
a}:PrOVeclby the·o:m:nissioni i~'%eaSOn2Ibleness is beirq l8\"i..:r.:In Blase II-B 
of A..89-06-037,aGrC'prooeed.irg..· . 

'1be' p.n:ehased 'Water eocpense. ~. in the . om.-erlt ca: (D.900-<l3-o07· in 
A.89-o6-(37) is $1,.785,500... No- quantity or un1toost was i:dieated in either 
D.89-04-o14 or 0.90-03-007 .. , 

'!be ~ter ext::raction ~ adqJt.eClin the c:ux:tWJtGRe Are $76,.000. 
'lbey axe based on a unit . cost of $3.60 per ao:e foot.. 'lb.:Ls unit cost is not 
specified in thedecisionr however ~ it can. be- c:alcuJ.atecl fran· other data In 
the decision •.. 'lbe' unit oost of $3~60 'Wa$. unc:banged. for 7lJN'tf' years. ~e the 
oriqinal. OCIflCrac:t was. :in effect, althOugh it was not a candition of the 
original contract. 

It my be· a:rguec1that,. by en:terinq into tl:Ie SAC witbcut. seelQnq O:JrIDission 
authorization, os. .in effect assumec3- cart:xcl of. these expenses. "Milich ~. 
oon:litions of SAC. 'lhus, the xequest«l. $985,.500 decJ:ease in pJrCbased water 
costs ardthe $1,.600,900 :inc:rEue in ~ter ext:ract1Cl'1' c::t'larges in this· 
Mvioe I.ettar 'a:z:e nat tbe type of expenses for 'WtliCh offset rate in::reases are 
notmally ellowed bett.veen. GRCs .. 

It is. ttue that revenue redu.d:ions :z:esult:in;J trail the SAC have p:revialSly l:leen 
incl\ldec1 in rates, but,. even so,. staff believes that this request for retXNery 
shoUld be· rejected. '!be pl:eVitAlS otfsets.. W%8 all X'eVenle rec1uc::ti0l'lG that 
were passed. t.hrc:u;Jh easily w.tthou.t extensive review' since they we:r:e cmIe:red. by 
the Q:rnm; ssion. ':these past rec1uc:tions. my l;Ie. m:ditied· as a result of the 
rea.sonableness review' .. 

staff believes that om:ent entries to the balaneinq aoccunt for purd'lased 
water expense should o:mtinue at the flat rate ac!Qpted by 0 .. 90-03-007. It 
further Delieves that cw:rent entries for gramdwater ext:raction charges 
~d oontlnue at the historic :rate of $3.60 per acre foot 'Which prevailed 
.until SAC ard Which. is iIrpJ:icit in rate case decisions :1ncl.udinq 0.90-03-007. 
1my c:bm;e to· these amounts Mel any recovery- of '~llectia'lS'" basecl on· 
these c:han;es sbo.lld. be specifically authorized; by . another '4eeisien .. 
~ 89--06-037 is available for. this. pll:pOEIe. . . ., 

'lbe statf' ~~tbat: Mv:lOa:IA1t.terU3Sb8.rej·ected~ 
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Resolution No. W-3674 
, OlSj1\Ll23S/FLCjJI:Ie:n , , 

J'lNQlR2S AND Q;tiCImlCt§, 

1.. In!onnation provided.:Ln ~rt. of this, Mvice Iet:te.r .is not .edequate 
uncler P .. U .. axle 451 to justify tt'-..e ~ increase .. 

2'. Pu:rehasecl water expenses, ~ ~ter extraction c:hal:ges are 
~nditions of the SAC. CWSenterecl into, SAC withoUt canm.ission app~, ~ 
the Camnission bas not decidei:l' on the reasoMble.ness. of'SAC. 

3.. CWS agreed that the:tet\SO~leness. review of the SAC ):)e ~ntirD.1e:1 to 
Rlase II. 

4.. Until the camission ~atind.:i.rq on the reasoMbleness. of the SN:;, 
purehasEc1. water expenses. ana' ~ter extrac:tion c:b..axges, are expenses over 
~ch CWS: has control by virtueot, its,o:m~etualagl:eer.ent.. " 

5. 'lhese expenses. should not, have associated ~irq ao:ounts, because 
kal:aneing aor::o.mts, ere 'to':reoord 'expenses. over which, the utility has %'JC)' 

~ntrol...' ' 
, ' 

6,. ' ,'In the interim;, exPense,:Ucreases, (or decreases) ,'plXSUant to, the SAC 
should,be e)(plicitlyappreved byt:he , caum.ission .. , 

, 7.. ~ ,request tor retXJIleri shoUld ~, X'E!'rIW'lded, to· A.89-o6-0037 .. 

1'1" IS comEREO~:: 

1.. California,Water service catrpanyMviee :Le1:t:.er 123515 rejected .. 

2.. Mi" conSideration' ot1riter;im" reccvery' under "too second amended eont:r;,ct 
is, ptope.rly decided in A .. ,89-o6";037 .. , ' , , 

I oertif:{that this Re.soiuti~n wasadopteci:by" the Publie, Utilities O::Imlission 
, at, its:~ 'meetin; on 'AUgUst ,11,,1992.' 'ttle' foUCMinqO:mo.issioners ' 
awroved,it:, . ' ' " ' , , 

, , ' 

O»TIEL, ,Wm.. FESSLER 
President 

PA'l'RICIA K.. ECKERT
NORMAN' D... SHUMWAY 

Commissioners, , 

#' . ... 

ColM'llis'sioner ,John B .. OhAnian, 
:beinq necessarily absent, did. 
not participate .. 


