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OF THE STATE OF CALIFORNIA 

 

Application of SAN JOSE WATER 

COMPANY (U168W) 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. 
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(Filed January 4, 2018) 

 

 

 

REPLY COMMENTS OF SAN JOSE WATER COMPANY  

ON PROPOSED PARTIAL SETTLEMENT AGREEMENT 

 

I. INTRODUCTION 

Pursuant to Rule 12.2 of the Rules of Practice and Procedure of the California Public 

Utilities Commission (“Commission”) and as authorized via email by assigned Administrative 

Law Judge (“ALJ”) Karl J. Bemesderfer on July 25, 2018, applicant San Jose Water Company 

(“SJWC”) hereby submits these reply comments on the Partial Settlement Agreement between 

the Office of Ratepayer Advocates and San Jose Water Company on Issues Presented in the 

General Rate Case Application (“Settlement”) between SJWC and the Public Advocates Office 

at the Public Utilities Commission, formerly the Office of Ratepayer Advocates, (“Cal PA”) 

(together, the “Settling Parties”).  These reply comments respond to the comments on the 

Settlement of the City of San Jose (“City”)1 and of Water Rate Advocates for Transparency, 

Equity and Sustainability (“WRATES”),2 both of which were filed on September 10, 2018. 

The City does not indicate any opposition to the proposed Settlement, instead stating only 

that it “does not provide comment” with respect to the proposed Settlement.3  Additionally, the 

                                            
1 City of San Jose’s Response to the Office of Ratepayer Advocates and San Jose Water Company’s Joint 
Motion for Approval of Partial Settlement Agreement (September 10, 2018) (“City Comments”). 

2 Water Rates Advocates for Transparency, Equity, and Sustainability Comments on Partial Settlement 
Agreement Between the Office of Ratepayer Advocates and San Jose Water Company on Issues Presented 
in the General Rate Case Application (September 10, 2018) (“WRATES Comments”). 

3 City Comments, p. 2. 
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City requests “that the Settling Parties provide the impact that the proposed settlement will have 

on rates for 2019, 2020, and 2021.”4  In response, SJWC present the following table5 as 

requested: 

Table 1: Summary of Rate Increases in Comparison to Current Rates 

Calendar 

Year 

Dollar Amount/Per 

Cent Rate Increase 

Requested by SJWC 

Dollar Amount/Per 

Cent Rate Increase 

Proposed by Cal PA 

Dollar Amount/Per 

Cent Rate Increase 

Adopted in Settlement 

2019 $34,288,100 / 9.76% $4,461,120 / 1.21% $16,378,000 / 4.55% 

2020 $14,231,800 / 3.70% $8,688,940 / 2.34% $12,066,000 / 3.20% 

2021 $20,581,700 / 5.17% $8,273,600 / 2.20% $11,713,000 / 3.01% 

WRATES states that “in accordance with Rule 12.2 of the Rules, WRATES does not 

oppose the Proposed Partial Settlement Agreement Between the Office of Ratepayer Advocates 

and San Jose Water Company on Issues Presented in the General Rate Case Application dated 

August 10, 2018.”6  However, as discussed below, WRATES raises objections to the rate design 

elements proposed by SJWC in its Application.  SJWC’s proposed rate design was generally 

uncontested by Cal PA and the Settlement incorporates uncontested issues. 

II. PRORATION REFUNDS 

A. The Settlement resolves dispute over the time period for which SJWC should 
be required to issue customer refunds relating to its prior practice of not 
prorating readiness to serve charge changes during rate change periods. 

Section II.C of the Settlement provides for the resolution of the dispute between Cal PA 

and SJWC regarding the refund of certain billing overcharges relating to SJWC’s prior practice 

of not prorating readiness to serve charge rates during periods of rate changes during a billing 

cycle.7  At issue in this proceeding was the appropriate time period for which SJWC was to issue 

                                            
4 Id. 

5 The figures in Table 1 are current up to SJWC Advice Letter 523 (filed June 13, 2018) and do not 
reflect any advice letters that may have become effective after the Settlement was filed on August 10, 
2018. 

6 WRATES Comments, p. 2. 

7 Settlement, pp. 5-6. 
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customer refunds arising out of that proration issue.  SJWC’s Advice Letter 510 had proposed to 

provide customer refunds relating to the proration of readiness to serve charges for the three-year 

period covering January 1, 2014 to December 31, 2016.8  As a basis for this proposal, SJWC 

asserted that statute of limitations in Public Utilities Code Section 736 limited customer refunds 

to a three-year period and that the relevant circumstances otherwise warranted limiting customer 

refunds to a fixed historical period.9  Cal PA instead asserted that Section 736 was inapplicable 

and that “SJWC should be ordered to calculate refunds for violations of PU Code 532 for as far 

back as the violations have occurred.”10  However, Cal PA did not dispute the calculation 

methodology used by SJWC to calculate an appropriate refund in Advice Letter 510.   

The Settlement provides a negotiated compromise stating that the Commission should 

direct SJWC to submit a Tier 2 Advice Letter providing customer refunds relating to the 

proration of authorized readiness to serve charge increases using the same calculation 

methodology as was used for Advice Letter 510, but instead covering any customer bills over the 

period from June 1, 2011 until SJWC’s readiness to serve charge proration policy was amended 

effective January 1, 2017.11  Therefore, the Settlement provides a resolution as to SJWC’s 

alleged violations of Public Utilities Code Section 532 relating to its prior practice of applying 

readiness to serve charge rates to service rendered prior to the effective dates of those readiness 

to serve charge rates during a billing cycle.  Specifically, the Settlement defines a discrete period 

of time for which SJWC should be directed to issue customer refunds relating to this historical 

practice and identifies the appropriate methodology for calculating such refunds.  

                                            
8 Exhibit SJW-4, Rebuttal Testimony of San Jose Water Company to the Office of Ratepayer Advocates 
Report and Recommendations on Revenues and Rate Design, Revenue Decoupling, and Refunds, pp. 7-
11. 

9 Id. 

10 Exhibit ORA-1, Office of Ratepayer Advocates Report and Recommendations on Revenues and Rate 
Design, Revenue Decoupling, and Refunds Related to Violations of P.U. Code Section 532, p. 37. 

11 Settlement, pp. 5-6. 
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B. The Settlement provides a reasonable resolution to this issue, which should 
be adopted by the Commission. 

The Settlement provides a reasonable resolution to this issue because it represents a 

negotiated compromise between Cal PA and SJWC regarding the applicable time period for 

which customer refunds should be issued, based on a reasonable application of the relevant facts.  

As SJWC explained in rebuttal testimony, it would likely not be able to calculate customer 

refunds for bills prior to June 2011, when it transitioned to its current billing system.12  The prior 

billing system, which was used from September 1999 to June 2011, is no longer available and as 

part of the migration to the current billing system, only select customer data were saved.13  As a 

result of this incomplete data set, customer refunds calculated for bills issued prior to June 2011 

may not be accurately calculated in the same manner as was done in Advice Letter 510.14   

Therefore, the time period of June 1, 2011 to December 31, 2016 on which the 

calculation of customer refunds was based is reasonable because it represents the maximum 

amount of time for which SJWC can accurately, reliably, and readily calculate customer refunds.  

Additionally, there is no dispute between Cal PA and SJWC regarding the calculation 

methodology for such a customer refund.   

WRATES states that it “reluctantly accepts the settlement reached between ORA and 

SJWC yielding a refund for a longer period than the three years originally proposed in advice 

letter 510.”15  SJWC respectfully urges the Commission to find that the proposed resolution of 

this issue is reasonable and adopt it in approving the Settlement. 

III. RATE DESIGN 

The comments of WRATES on the settlement revealed some confusion as to the status of 

the issue of rate design.16  To clarify, the proposed Settlement provides for the resolution of 

                                            
12 Exhibit SJW-4, Rebuttal Testimony of San Jose Water Company to the Office of Ratepayer Advocates 
Report and Recommendations on Revenues and Rate Design, Revenue Decoupling, and Refunds, p. 10. 

13 Id. 

14 Id. 

15 WRATES Comments, p. 2. 

16 WRATES Comments, p. 5. 
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uncontested issues – issues that were expressly presented by one of the Settling Parties and not 

challenged or opposed by the other party. 17  SJWC raised its proposed rate design as part of its 

initial application.  In its report, Cal PA indicated that with it “does not oppose SJWC’s requests: 

(1) to increase the percentage of metered revenues recovered in service charges from 30 percent 

to 40 percent; (2) to steepen the ratios between SJWC’s residential tiered rates.”18  Therefore, as 

issues that were expressly proposed by SJWC and unopposed by Cal PA, these aspects of 

SJWC’s proposed rate design are considered resolved for the purpose of the Settlement. 

IV. THE SETTLEMENT MEETS THE COMMISSION REQUIREMENTS FOR 

APPROVAL 

Rule 12.1(d) requires that Commission approval of a settlement be based upon a finding 

that “the settlement is reasonable in light of the whole record, consistent with law, and in the 

public interest.”  The Settlement meets these requirements. 

The Settlement is reasonable in light of the whole record.  In this proceeding, Cal PA 

conducted comprehensive discovery with respect to the issues raised by the Application, to 

which SJWC provided prompt and complete responses.  These materials, in conjunction with the 

showing presented in SJWC’s Application, provided the basis for substantive negotiation of 

issues of concern to the Settling Parties.  The Settling Parties met and discussed the contested 

issues in good faith, negotiated in defense of their respective positions, and considered proposals 

to resolve the issues.  This process led to a series of compromises and agreements on the terms of 

the Settlement.  SJWC believes that the thorough process described above has resulted in a 

settlement that reflects carefully developed, well-supported, and appropriate compromises of the 

positions of the Settling Parties.   

                                            
17 Settlement, p. 3.   

18 Exhibit ORA-1, Office of Ratepayer Advocates Report and Recommendations on Revenues and Rate 
Design, Revenue Decoupling, and Refunds Related to Violations of P.U. Code Section 532, pp. 14-15. 



 

6 

56645302.v3 

The Settlement is consistent with the law.  SJWC is aware of no statutory provision or 

prior Commission decision that would be contravened or compromised by the proposed 

Settlement.  The issues resolved in the Settlement are within the scope of the proceeding. 

The Settlement is in the public interest.  The Settlement will benefit customers by 

continuing to allow SJWC to deliver clean, safe, and reliable water to its customers at reasonable 

rates.  Commission approval of the proposed Settlement will provide speedy resolution of several 

contested issues, will save unnecessary litigation expense, and will conserve Commission 

resources.  The Commission has long acknowledged “[t]here is a strong public policy favoring 

the settlement of disputes to avoid costly and protracted litigation.”19 

Lastly, the procedural requirements of the Commission’s rules with respect to settlement 

agreements have been met.  Commission Rule 12.1(b) requires parties to convene at least one 

settlement conference, with notice and opportunity to all parties to participate, for the purpose of 

discussing settlements in the proceeding.  Such notice is required to be provided at least seven 

days before a settlement is signed.  On June 5, 2018, counsel for SJWC notified all parties on the 

service list in this proceeding of the time and place for a settlement conference, including 

teleconferencing information, which was convened in a conference room at the Commission on 

June 12, 2018.  Representatives of all parties participated in the settlement conference.  On the 

date that the motion to adopt the Settlement was filed, the Settling Parties completed the 

execution of the proposed Settlement, in compliance with the rules for notice and opportunity for 

participation set forth above. 

Nothing presented in any of the comments on the Settlement changes the fact that it is 

reasonable in light of the whole record, consistent with law, and in the public interest.  Therefore, 

the Commission should find that the Settlement meets all of its requirements for approval and 

adopt the Settlement. 

                                            
19 D.88-12-083, In re Pacific Gas and Electric Company, 30 CPUC 2d 189, 221. 



 

7 

56645302.v3 

V. CONCLUSION 

For all the reasons stated in the Joint Motion filed August 10, 2018 with Cal PA and in 

these Reply Comments, SJWC respectfully urges the Commission to approve and adopt the 

Settlement, without modification, in the course of its decision in this proceeding. 

 

Respectfully submitted, 

 

September 25, 2018 NOSSAMAN LLP 

    

    Martin A. Mattes 

    Lori Anne Dolqueist 

    By:  /s/ Lori Anne Dolqueist 

     Lori Anne Dolqueist 

Attorneys for Applicant, 

    San Jose Water Company  

 


