
230263612 

BEFORE THE PUBLIC UTILITIES COMMISSION  
OF THE STATE OF CALIFORNIA 

 
 
In the Matter of the Application of SAN 
JOSE WATER COMPANY (U-168 W) for 
an Order authorizing it to increase rates 
charged for water service by $34,288,100 or 
9.76% in 2019, by $14,231,800 or 3.70% in 
2020, and by $20,581,700 or 5.17% in 2021

 
Application 18-01-004 
(Filed January 4, 2018) 

 

 
 
 
 
 

REPLY BRIEF OF THE 
PUBLIC ADVOCATES OFFICE 

 
 
 
 
 

SELINA SHEK  
Attorney for 
 
Public Advocates Office 
California Public Utilities Commission 
505 Van Ness Avenue, 5th Floor 
San Francisco, CA 94102 
Telephone:  (415) 703-2423 
E-mail:  Selina.Shek@cpuc.ca.gov  
 
 
 
September 25, 2018 

EILEEN ODELL 
Analyst for 
 
Public Advocates Office 
California Public Utilities Commission 
505 Van Ness Avenue, 4th Floor 
San Francisco, CA 94102 
Telephone:  (415) 703-3026 
E-mail:  Eileen.Odell@cpuc.ca.gov 
 
 



 

 1 

I. INTRODUCTION 

Pursuant to Rule 13.11 of the California Public Utilities Commission’s 

(Commission) Rules of Practice and Procedure (Rules), the June 28, 2018 Scoping Memo 

and Ruling of Assigned Commissioner and Administrative Law Judge (Scoping Memo), 

and the briefing schedule set by Administrative Law Judge (ALJ) Bemesderfer during 

evidentiary hearings held on July 9 and 11, 2018, the Public Advocates Office at the 

California Public Utilities Commission, formerly the Office of Ratepayer Advocates,1 

hereby submits this reply brief on San Jose Water Company’s (SJWC) Application 

(A.) 18-01-004, filed on January 4, 2018.  In this general rate case (GRC), SJWC seeks 

authorization to increase rates charged for water service by $34,288,100 or 9.76% in 

2019, by $14,231,800 or 3.70% in 2020, and by $20,581,700 or 5.17% in 2021. 

The Public Advocates Office’s opening brief addressed many of the issues raised 

by the Applicant’s Opening Brief.  The Public Advocates Office will not reargue issues it 

has discussed previously, except when it is necessary to correct misstatements or 

inaccuracies in the Applicant’s Opening Brief.  The Commission should not interpret the 

Public Advocates Office’s silence on any matter raised in the Applicant’s Opening Brief 

as support for the Applicant’s position. 

II. THE COMMISSION SHOULD REJECT SJWC’S REQUESTS FOR A 
FULL WATER REVENUE ADJUSTMENT MECHANISM ASSOCIATED 
WITH A MODIFIED COST BALANCING ACCOUNT AS WELL AS A 
SALES RECONCILIATION MECHANISM  

SJWC’s Opening Brief fails to sufficiently justify its request for a full-decoupling 

mechanism in the form of a full Water Revenue Adjustment Mechanism (WRAM), 

associated Modified Cost Balancing Account (MCBA), and related Sales Reconciliation 

Mechanism (SRM). The Commission should deny SJWC’s requests.  

                                           
1 The Office of Ratepayer Advocates was renamed the Public Advocates Office of the Public Utilities 
Commission pursuant to Senate Bill No. 854, which was signed by the Governor on June 27, 2018 
(Chapter 51, Statutes of 2018). 
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SJWC’s Opening Brief first reiterates the claim made in its Application, that its 

Monterey-style WRAM (M-WRAM) is “inadequate.”2  As was the case in SJWC’s 

Application, the only inadequacy mentioned in its Opening Brief is that SJWC’s current 

M-WRAM does not guarantee that it recover its authorized revenue requirement.3  Thus, 

SJWC’s Opening Brief merely reaffirms SJWC’s desire for a full WRAM solely as a 

risk-reduction mechanism.4  The Commission, however, does not guarantee recovery of a 

utility’s revenue requirement.   

The Commission’s (and the State’s) relevant goal is water conservation.  SJWC 

contends that authorization of its request for a full WRAM is consistent with state goals, 

including strengthening water conservation.5  SJWC lists “education, consumer price 

signals and utility incentives” as tools to achieve this goal.6  However, the altering of 

utility incentives through authorization of a full WRAM is simply that – a tool for 

conservation, and not a goal in and of itself.  SJWC has failed to demonstrate that a full 

WRAM is a tool that is necessary for its customers to achieve the goal of conservation.  

SJWC has not pointed to any conservation project it has failed to fund, or any evidence 

that it has “ensure[d] that conservation programs do not actually reduce sales”7 to 

demonstrate that a full WRAM is required.  The Commission should not authorize use of 

a tool such as the full WRAM that is not necessary to achieve conservation and that may 

adversely impact ratepayers.8   

SJWC attempts to use the Public Advocates Office’s showing of customer 

conservation to bolster its repeated request for a full WRAM.  According to SJWC, it has 

                                           
2 SJWC Opening Brief at 4. 
3 Id. at 4-5. 
4 Id. at 4-5. 
5 Id. at 6. 
6 Id. (citing CPUC 2010 Water Action Plan at 17-19). 
7 Id. at 10. 
8 Exhibit ORA-1 at 30-31. 
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been most successful at conservation during periods of temporary decoupling.9  Here, 

SJWC wrongly assumes that correlation equals causation.10  SJWC ignores the 

Governor’s Executive Order calling for mandatory rationing, State Water Resources 

Control Board (SWRCB) regulations implementing that Executive Order and later 

statewide directives, Santa Clara Valley Water District (SCVWD) ordinances, and the 

substantial drought-related press in order to attribute the conservation achievements to an 

accounting mechanism that serves solely to guarantee that SJWC will collect its 

authorized revenue.11  SJWC’s assumption that the full WRAM drives conservation is 

precisely the assumption that the data presented by the Public Advocates Office in its 

testimony belies.12 

SJWC argues that despite the opening of a proceeding to address the many 

problems with decoupling mechanisms, the Commission has stated that decoupling 

mechanisms “had value,” citing Decision 16-12-026.  SJWC failed to continue its quote, 

wherein the very next paragraph the Commission provides that it has found reason to 

“adopt steps to lessen resort to and impact of WRAMs.”13  Such steps to “lessen resort 

to” WRAMs include improvements to forecasting14 and increasing the percentage of 

revenue recovered through fixed charges.15  SJWC requests implementing these steps and 

the Public Advocates Office recommends their authorization.  However, in light of the 

continued conservation success of SJWC’s customers, the lack of evidence that 

conservation success is caused by the full decoupling mechanism, and the Commission’s 

discussion regarding “lessen[ing] resort to WRAMs,” the Commission should again 

reject SJWC’s request for full decoupling mechanisms. 
                                           
9 SJWC Opening Brief at 10. 
10 Id.  
11 Exhibit ORA-1 at 25-28. 
12 Exhibit ORA-1 at 31, Table 2-2 Comparison of Conservation Trends, Utilities with Full WRAMs vs. 
Utilities without Full WRAMs. 
13 D.16-12-026 at 41. 
14 Id. 
15 Id. at 42. 
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III. THE COMMISSION SHOULD REJECT SJWC’S REQUESTS TO 
TRANSFER THE BALANCE IN THE HYDROGENERATION, 
RESEARCH, DEVELOPMENT, AND DEMONSTRATION (RD&D) 
MEMORANDUM ACCOUNT BALANCE TO ITS PLANT ACCOUNT 

 
 The Commission should reject SJWC’s request for the recovery of costs that never 

were guaranteed for recovery and that never resulted in any used and useful assets.  

SJWC cites to Resolution W-4854 (Resolution) which “authorized SJWC and the other 

water companies to commence their RD&D projects” and “approved a separate 

memorandum account…to track costs…”16  Resolution W-4854 does not order or 

mandate these projects.  The Resolution provides, “…as discussed above, we find it 

appropriate to establish separate memorandum accounts in which each of the Water 

Utilities may track the RD&D costs.”17  Thus, it is not accurate for SJWC to portray the 

commencement of its RD&D project as anything other than an opportunity to record 

costs in a memorandum account.  An opportunity to record costs does not guarantee 

recovery for a utility.  Authorization of a memorandum account leaves it up to utilities to 

choose whether or not to track the RD&D costs and in no way prejudges whether any 

amounts recorded will be authorized for recovery.18  The Commission determines 

whether recovery is appropriate.  The Commission should reject SJWC’s request for the 

recovery of costs where such costs were never guaranteed for recovery and never resulted 

in any used and useful assets.  

IV. CONCLUSION 

For the reasons stated above, the Commission should reject:  1) SJWC’s request 

for a full WRAM and modified cost balancing account as well as an SRM and 2) SJWC’s 

request to transfer the balance in the Hydrogeneration RD&D Memorandum Account 

balance to its Plant Account. 

                                           
16 SJWC Opening Brief at 11. 
17 Resolution W-4854 at 10.  (emphasis added) 
18 “…[W]hen the Commission authorizes a memorandum account, it has not yet determined whether 
recovery of booked costs is appropriate, unless so specified.”  (D.10-04-031). 
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