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MEMORANDUM 1 

The Public Advocates Office (“Cal Advocates”) at the California Public Utilities 2 

Commission (“CPUC” or “Commission”) examined application material, data requests 3 

responses, and other information presented by San Gabriel Valley Water Company 4 

(“SGVWC” or “San Gabriel”) in Application (“A.”) 22-01-003 (“Application”) to 5 

provide the Commission with recommendations that represent the interests of ratepayers 6 

for safe and reliable service at the lowest cost.  The Executive Summary was prepared by 7 

Mehboob Aslam, and the Results of Operations Tables were prepared by Anthony 8 

Andrade, under the general supervision of Program Manager Richard Rauschmeier, and 9 

Program & Project Supervisor Victor Chan and Project Lead Mehboob Aslam.  Ms. 10 

Shanna Foley serves as Cal Advocates’ legal counsel. 11 

Although every effort was made to comprehensively review, analyze, and provide 12 

the Commission with recommendations on each ratemaking and policy aspect presented 13 

in the Application, the absence from Cal Advocates’ testimony of any issue connotes 14 

neither agreement nor disagreement with the underlying request, methodology, or policy 15 

position related to that issue.  The following table shows the list of Cal Advocates’ 16 

witnesses and the related chapters:  17 
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Chapter Description Witness 

1 Introduction and Summary Mehboob Aslam 
2 Water Consumption and Operating Revenues  Sam Lam 
3 Operations & Maintenance (O&M) Expenses Lauren Cunningham 
4 Administration & General (A&G) Expenses Lauren Cunningham 
5 Conservation Expenses Lauren Cunningham 
6 Payroll Lauren Cunningham 
7 Utility Plant-in Service + Pipeline Replacement Anthony Andrade 
8 Depreciation Reserve and Expenses Anthony Andrade 
9 Historic Rate Base Chandrika Sharma 

10 Rate Base Anthony Andrade 
11 Taxes Other Than Income Lauren Cunningham 
12 Income Taxes Jawadul Baki 
13 Balance & Memo Accts. Review Jawadul Baki 
14 Customer Service Chandrika Sharma 
15 Water Quality Chandrika Sharma 
16 Rate Design Sam Lam 
17 Escalation Year Increases Mehboob Aslam 

Appendix A Statements of Qualifications All 
1 
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EXECUTIVE SUMMARY 1 

SGVWC filed Application (A.) 22-01-003 on January 2, 2021, requesting a 2 

revenue requirement increase of $10,791,000 (13.1%) in Test Year 2023-2024, 3 

$4,847,000 (5.2%) in Escalation Year 2024-2025, and $5,044,000 (5.1%) in Escalation 4 

Year 2025-2026 in its Los Angeles County Division. The Public Advocates Office 5 

recommends a revenue requirement increase of $4,096,913 (5%) in the Test Year 2023-6 

2024, and an estimated revenue requirement increase of $3,041,437 (3.5%) in Escalation 7 

Year 2024-2025, and estimated revenue increase of $3,128,796 (3.5%) in Escalation Year 8 

2025-2026. The Public Advocates Office’s recommendation is consistent with the 9 

provision of safe, reliable, and affordable utility service.  10 

The Commission must consider a utility’s incentive to increase capital investment 11 

beyond what is necessary when determining whether proposed investments are 12 

reasonable.  Certain aspects of cost-based regulation motivate utilities to invest in 13 

systems to an unnecessary degree, burdening ratepayers with unnecessary costs.  The 14 

greater the capital investment, the greater the return or profit for the utility.  One way a 15 

regulatory body can protect ratepayers against a utility’s incentive to overspend is to 16 

require utilities to demonstrate the need for infrastructure investment based on the actual, 17 

physical condition of the current system, rather than simply on the infrastructure age. 18 

Therefore, Cal Advocates has considered both the physical conditions and operational 19 

alternatives available for SGVWC when recommending its capital investment needs.   20 

For example, Cal Advocates recommends that the Commission deny the $200,000 in 21 

2022 $6.7 million in 2023, and $7 million in 2024 for treatment of 22 

perfluorooctanesulfonic acid (“PFOS”) and perfluorooctanoic acid (“PFOA”) as 23 

SGVWC’s LA division has adequate supply capacity without installing most of the new 24 

treatment system.  Similarly, Cal Advocates recommends that the Commission deny $1.7 25 

million in 2022 and $1 million in 2023 for new pipelines as they are not needed to 26 

maintain the adequate water supply. 27 
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 In addition, Cal Advocates has applied general polices for setting rates that appear 1 

to be especially relevant in the current proceeding. First, only projects that are used and 2 

useful should be in rates. Cal Advocates reviews previous projects that have been 3 

approved by the Commission to ensure that they remain used-and-useful.  Ratepayers 4 

should not have to pay for any project that is not in-service and thus not providing 5 

benefits to ratepayers.  For example, Cal Advocates recommends removing $581,786 6 

from the recorded cumulative rate base of Los Angeles division.  The removed amount 7 

reflects the rationale that ratepayers should not pay for the assets that are either retired 8 

significantly earlier than their useful life or were not providing useful services to the 9 

ratepayers.  10 

Second, customers should not pay twice for projects they have never received a 11 

benefit from once.  This would include projects that were previously authorized by the 12 

Commission and included in customer rates but remain unfinished in this General Rate 13 

Case (“GRC”).  Because customers have already paid once under the assumption these 14 

projects would be providing beneficial service, it is unreasonable to continue customer 15 

funding of these projects until the actual project benefits (i.e., in-service) can be 16 

demonstrated in a subsequent general rate case.  For example, Cal Advocates 17 

recommends that the Commission should remove $0.85 million for the project at Plant 18 

No. 14 in 2023, $6 million for the projects at Plant B15 and M1 in 2024, and $9.3 million 19 

for the projects at Plant No. 13 and B14 in 2025 from the capital budget because the 20 

Commission already included these projects in customer rates expecting they would be 21 

completed and providing direct benefits to customers during the 2019 GRC cycle, but 22 

SGVWC failed to complete these projects within the given timeframe.  23 

Third, the ratemaking process should be transparent to decisionmakers and 24 

ratepayers and should encourage utilities to operate efficiently and within budget.  Memo 25 

and Balancing Accounts (“surcharge accounts”) are alternative ratemaking mechanisms 26 

that are counter to both these principles.  The amounts that are tracked in these accounts 27 

can appear as surcharges on customer bills but are not included in the rate changes 28 
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presented in this proceeding.  More importantly, these surcharge accounts allow utilities 1 

to operate without the discipline of an established budget, which is inconsistent with the 2 

role of regulation being a substitute for competition.  Therefore, Cal Advocates 3 

recommends elimination of various surcharge accounts.  For example, Cal Advocates 4 

recommends closing five surcharge accounts: Water Rights Memorandum Account, 5 

A.19-01-001 Interim Rates Memorandum Account, 2018 Tax Accounting Memorandum 6 

Account, El Monte Office Memorandum Account, and School Lead Testing 7 

Memorandum Account.  Cal Advocates also recommends issuing a net surcredit in the 8 

amount of $0.574 million.  Most of the surcredit amount is due to closure of Water Rights 9 

Memorandum Account that is impacted by SGVWC’s failure of sharing its lease 10 

revenues of $6.27 million with the ratepayers since 2000. 11 

Fourth, in a GRC, the utility must be able to demonstrate the reasonableness of 12 

every dollar in its revenue requirement.1  SGVWC’s request for contingency allowances 13 

for most capital projects should be denied advance ratepayer funding.  Contingency 14 

amounts are, by definition, unknown, and therefore inappropriate for inclusion in revenue 15 

requirement.  In D.21-08-036, the Commission stated that “budgeting for contingencies is 16 

not necessarily appropriate in the context of a general rate case, where the utility must 17 

demonstrate the reasonableness of every dollar in its forecast revenue requirement.”2 18 

Therefore, Cal Advocates recommends that the Commission deny approximately $3 19 

million per year over 2022-2025 period in SGVWC’s requested contingency budget. 20 

Fifth, the utility in its GRC application should advance and fully address the 21 

Commission’s Environmental and Social Justice (“ESJ”) objectives. SGVWC’s 22 

application addresses several of the Commission’s ESJ Action Plan objectives published 23 

on February 21, 2019.  SGVWC states it has reviewed potential impacts on ESJ 24 

communities within its service areas and took proactive steps to work towards meeting 25 

                                            
1 D.96-12-066, 69 CPUC2d, p. 695. 
2 D.21-08-036, p. 331. 
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the applicable goals outlined in the Commission’s ESJ Action Plan.3  However, while 1 

SGVWC discusses the Commission’s ESJ Action Plan’s goals, and it does not appear 2 

SGVWC’s goals were specifically developed to address the Commission’s ESJ Action 3 

Plan objectives.  Rather, SGVWC’s testimony presents a collection of existing practices 4 

that can be applied to the ESJ communities.  The list of impacts that SGVWC identified 5 

in its testimony were for all its customers, not specific for the ESJ communities.  The 6 

Commission has since updated its version of ESJ Action Plan as of April 07, 2022, which 7 

has slightly modified and added goals and objectives.4  The Commission should order 8 

SGVWC to develop a plan that specifically addresses the Commission’s revised ESJ 9 

Action Plan’s goals and objectives and present its achievements in the next rate case.   10 

Finally, in considering SGVWC’s proposed increases in customer rates, the 11 

Commission should be informed of SGVWC’s recent financial performance.  In each of 12 

the five most recent years for which data is submitted (2017 – 2021), SGVWC’s Annual 13 

Reports to the Commission show recorded investor profit (“Return on Equity” or “ROE”) 14 

exceeding those the Commission has established as reasonable.  For example, the 15 

following table compares SGVWC’s authorized ROE with its actual achieved ROE for 16 

the last five years. 17 

 18 

Although SGVWC’s recent financial performance is not wholly dispositive of 19 

necessary rate changes in the future, the additional $30.2 million in profits above 20 

authorized investor returns collected over the past five years by SGVWC may be 21 

                                            
3 Direct Testimony of Matt Yucelen, Exhibit SG-8, pp. 234-239. 
4 CPUC Environmental & Social Justice Action Plan, Version 2.0. 
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informative as the Commission determines the reasonableness of differing forecasts and 1 

budget estimated made by SGVWC in the current proceeding. 2 

The following graph compares the cumulative change in SGVWC’s average 3 

system rates over the last five years with inflation.  The blue line shows the actual change 4 

in revenue per unit of water sold.  The green line shows the change over the past five 5 

years that would have been necessary for SGVWC to achieve its authorized rate of 6 

return.  A linear trend line extending to the test year in this proceeding has been added for 7 

comparison with SGVWC’s proposed rate changes (red dot) in this proceeding.  If 8 

SGVWC’s proposals are granted, average system rates will have increased 57.4% since 9 

2017.  10 

 11 
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CHAPTER 1 INTRODUCTION AND SUMMARY 1 

I. INTRODUCTION   2 

SGVWC filed Application (A.) 22-01-003 on January 2, 2021, requesting a 3 

revenue requirement increase of $10,791,000 (13.1%) in Test Year 2023-2024, 4 

$4,847,000 (5.2%) in Escalation Year 2024-2025, and $5,044,000 (5.1%) in Escalation 5 

Year 2025-2026 for its Los Angeles County division.   6 

This report sets forth Cal Advocates’ analyses and recommendations on 7 

SGVWC’s general rate case (“GRC”) requests.  Tables at the end of this Chapter present 8 

the Summary and comparison of the differences in the key items such as Summary of 9 

Earnings, Sales Revenues, Expenses, and Rate Base.    10 

II. DISCUSSION  11 

SGVWC’s Los Angeles County (“LA”) division operates two separate water 12 

systems in Los Angeles County that includes portions of the Cities of Arcadia, Baldwin 13 

Park, El Monte, Industry, Irwindale, La Puente, Montebello, Monterey Park, Pico Rivera, 14 

Rosemead, SGVWC, Santa Fe Springs, South El Monte, West Covina, and Whittier.  15 

SGVWC’s water sources of supply include 95% groundwater and 5% recycled water.  16 

SGVWC’s domestic system generates approximately $87 million in annual revenues and 17 

has 49,377 customers. 18 

SGVWC estimates that its proposed increases will produce revenues providing a 19 

rate of return (“ROR”) of 8.12%.5  SGVWC is a fiscal year filer and its Fiscal Test Year 20 

2023-2024 covers July 1, 2023, to June 30, 2024. SGVWC’s Fiscal Test Year 2023 21 

request is calculated based on the average of the Calendar Year 2023 and 2024.  Cal 22 

Advocates adopt the same methodology as SGVWC for fiscal test year results throughout 23 

its report for easy comparison. 24 

                                            
5 Per D.18-2-002, SGVWC has authorized ROR of 8.12% which is comprised of 9.20% Rate on Equity 
(“ROE”) at the weight of 64.46% and Rate of Debt of 6.17% at the weight of 35.54%. 
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III. ANALYSIS  1 

A. Revenue Requirement 2 
 Table 1-1 below compares SGVWC’s and Cal Advocates’ estimated changes in 3 

revenue requirement for the Test Year 2023-24 based on 8.12% ROR.   4 

Table 1-1: Test Year 2023-2024 Revenue Requirement Increase  5 

 Amount of Increase Percent Increase 
San Gabriel $10,791,281* 13.1% 
Public Advocates Office $4,096,913* 5.0% 
Difference $6,694,368 8.1% 

*Amount of increase is the difference between present rate revenue and proposed rate revenue 6 
shown in Table 1-2. 7 

 8 

The differences between the Cal Advocates and SGVWC’s revenue requirement 9 

estimates are due to Cal Advocates’ adjustments as summarized below: 10 

1. Revenue Requirement---Chapter 1 11 
Cal Advocates recommends the Test Year 2023-24 revenue requirement of $86.70 12 

million. This amount is made up of several recommendations in the areas of expenses, 13 

plant-in service and rate base.  For example, the Chapter-1 presents the details of 14 

Summary of Earnings in terms of the comparison between the SGVWC’s proposed 15 

revenue requirement of $93.38 million and Cal Advocates’ recommended value of 16 

$86.70 million.  More specifically, the differences in Operation and Maintenance 17 

(“O&M”) expenses are discussed in Chapter-3, the differences in Administrative and 18 

General (“A&G”) expenses are discussed in Chapter-4, the differences in Plant-in service 19 

are discussed in Chapter-7, the differences in historic rate base are discussed in Chapter-8 20 

and the differences in the rate base are discussed in Chapter-9.  Cal Advocates uses 21 

SGVWC’s rate of return of 8.12% adopted in Decision (D.) 18-12-002 to reflect 22 

SGVWC’s current cost of debt. 23 
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2. Water Consumption and Revenues---Chapter 2 1 
A forecast of customer counts by customer class, and average sales per customer 2 

for each customer class is necessary to forecast revenues at current rates.  The customer 3 

forecast multiplied by the average sales per customer forecast for each class is the total 4 

sales forecast for each class.  Cal Advocates independently reviewed SGVWC’s 5 

requested number of customer forecast and the water consumption per customer forecast 6 

and find them reasonable and thus recommends that the Commission adopt SGVWC’s 7 

requested forecast for number of customers and consumption per customer.  For more 8 

details, please refer to Chapter-2 of this report. 9 

3. Operations and Maintenance (“O&M”) Expenses—10 
Chapter 3 11 

Cal Advocates recommends $39.84 million in O&M expenses for the Test Year 12 

2023-24 as opposed to SGVWC’s request for $40.03 million.6  Most of the difference is 13 

due to Cal Advocates’ recommendations to reduce the uncollectibles amount.  SGVWC’s 14 

uncollectible estimates are based on its new methodology which is based on allowance 15 

method.  Cal Advocates does not oppose the use of allowance method but does oppose 16 

the use of past recession years to estimate an extremely inflated Uncollectibles ratios.  17 

For more details, please refer to Chapter-3 of this report.  18 

4. Administrative and General (“A&G”) Expenses---19 
Chapter 4 20 

Cal Advocates recommends $2.85 million in A&G expenses for the Test Year 21 

2023-204 as opposed to SGVWC’s request for $2.94 million.7  Most the difference is due 22 

to Cal Advocates’ recommendations opposing SGVWC’s request to transfer of few 23 

                                            
6 SGVWC’s Workpapers File: GRCWorkpapers-2022, Tab: TABLES1, Table 5A for Los Angeles 
County division. 
7 SGVWC’s Workpapers File: GRCWorkpapers-2022, Tab: TABLES1, Table 6 for Los Angeles County 
division. 
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positions from its General Office to Los Angeles County division.  For more details, 1 

please refer to the Chapter-4 of this report and Chapter-1 in Cal Advocates’ General 2 

Office report. 3 

5. Review of Conservation Expenses---Chapter 5 4 
Cal Advocates independently reviewed SGVWC’s request for $760,000 annual 5 

budget for the Test Year 2023-24 and the Escalation Years 2024-25 and 2025-26.  6 

SGVWC’s conservation goal is to plan and implement the most cost-effective 7 

conservation programs that will achieve water saving goals and objectives set by the 8 

State Water Resources Control Board (“SWRCB”), the California Public Utilities 9 

Commission (“CPUC”) and the Governor of California (currently Governor Gavin 10 

Newsom), as well as any subsequent orders and/or emergency proclamations.  The most 11 

recent directive requires water purveyors to reduce water consumption by at least 15% 12 

over the 2020 consumption level, as is discussed in Chapter 2 of this report.  Thus, 13 

SGVWC must continue to carry out its Conservation programs to successfully meet this 14 

objective.  Therefore, Cal Advocates recommends that the Commission should adopt 15 

SGVWC’s conservation expense forecast as requested.  For more details, please refer to 16 

Chapter-5 of this report. 17 

6. Payroll Expenses---Chapter 6 18 
SGVWC has requested two new positions in its Los Angles Count division: Water 19 

Treatment Operator and Operations Analyst.  Cal Advocates conducted an independent 20 

analysis of SGVWC’s request and found that the addition of the two new positions is 21 

reasonable and recommends that the Commission should allow the two new positions.  22 

For more details, please refer to Chapter-6 of this report.  23 

7. Adjustments in Plant-in Service---Chapter 7 24 
Cal Advocates recommends $25.22 million and $25.66 million in plant additions 25 

for the Test Year 2023-24 and Test Year 2024-25 respectively as opposed to SGVWC’s 26 
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request of $38.94 million and $43.41 million.8  The difference is due to several Cal 1 

Advocates’ recommendations.  For example, Cal Advocates recommends removing all 2 

contingency capital budget, the use of escalation of SGVWC’s capital projects in 2023 to 3 

2025 based on the non-labor composite escalation rate as opposed to accelerated cost 4 

increases used by SGVWC, removal of capital budget associated with treatment plants in 5 

2023 and 2024 because LA division has adequate supply capacity without installing the 6 

new treatment plants, removal of few main replacement as these mains are needed to 7 

maintain the adequate water supply, downward adjustments for company-funded plant as 8 

the plant should be funded by the contributions at Plant No. 7, removal of several capital 9 

budgets such as Plant No. 14, Plant B15, Plant M1, Plant No. 13, and Plant B14 as these 10 

capital projects were previously authorized and paid by the ratepayers but SGVWC failed 11 

to complete them in the time requested, reduction of cost estimates at Plant M4 for a 12 

reservoir as SGVWC is planning to acquire an alternate reservoir, and reduce the capital 13 

budget for the meters so that SGVWC can remain conformed to previously authorized 14 

15-year forecast. For more details of these recommendation, please refer to Chapter-7 of 15 

this report. 16 

8. Adjustment in Historic Rate Base---Chapter-9 17 
Cal Advocates recommends removing $581,786 from the recorded cumulative rate 18 

base.  The removed amount reflects the rationale that ratepayers should not pay for the 19 

assets that are not use and useful.  As regulated utilities depreciate assets on the basis of 20 

group depreciation, the impact of early retired assets can be offset with the assets that are 21 

not retired beyond their useful lives per Standard Practice U-4-W.9  However, the same 22 

Standard Practice also states that “occasional instances of extraordinary obsolescence 23 

such as the unexpected early retirement of a major unit of property may require some 24 

                                            
8 SGVWC’s workpapers, File: GRCWorkpapers-2022, Tab: P2, Cells: CB101 and CI101(including 
contributed plant) for Los Angeles County division. 
9 Standard Practice U-4-W, Section 6 (b), p.8 
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form of an adjustment.”10  Cal Advocates identified several such incidents of early 1 

retirements and have removed the net book value of these assets that still resides in the 2 

rate base even after the retirement of such assets.  For more details, please refer to the 3 

Chapter-9 of this report.  4 

9. Adjustment in Rate Base---Chapter 10  5 
Cal Advocates recommends $219.31million of rate base in the Test Year 2023-24 6 

and $232.87 million in the Test Year 2024-25 as opposed to SGVWC’s $269.04 million 7 

and $296.71 million for the Test Year 2023-24 and Test Year 2024-25 respectively.11  8 

Most of the difference is due to Cal Advocates’ recommendations for reduced capital 9 

project budget discussed earlier in Adjustments in Plan-in Service section above, reduced 10 

budget for Construction Work in Progress (“CWIP”) and reduced working cash.  Cal 11 

Advocates recommends limiting the CWIP capital projects that are up to one-year old 12 

based on the 1982 Commission’s policy memorandum that shows that on average water 13 

related capital projects require four months to complete; clearly, the capital projects 14 

requiring more than a year to complete should not be included in the CWIP.  Cal 15 

Advocates also identifies several CWIP projects that should be removed mainly due to 16 

the fact that the projects should be funded through contributions.  For more details, please 17 

refer to the Chapter-10 of this report.  In addition, Cal Advocates recommends reducing 18 

the Working Cash portion of the Rate Base as well.  Currently, SGVWC has a net 19 

contamination proceeds in the amount of $9.9 million that can be used as a source of 20 

working cash and thus, should be used to reduce the working cash requirement.  For more 21 

details, please refer to the Chapter-13 of this report.  22 

                                            
10 Ibid, p.42. 
11 SGVWC’s workpapers, File: GRCWorkpapers-2022, Tab: TABLES1, Table 10A for Los Angeles 
County division. 
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10. Taxes Other Than Income---Chapter 11 1 
Cal Advocates independently reviewed SGVWC’s forecasts for various taxes such 2 

as payroll taxes, and Ad Valorem, or property taxes.  Payroll taxes are comprised of (1) 3 

Federal Insurance Contribution Act (“FICA”); (2) Federal Unemployment Insurance 4 

(“FUI”); and (3) State Unemployment Insurance (“SUI”).  Cal Advocates and SGVWC 5 

generally do not differ on methodologies employed to forecast Taxes Other Than Income.  6 

The differences in total estimated taxes are largely due to differences in plant additions.  7 

For more details, please refer to Chapter-11 of this report. 8 

11. Income Taxes---Chapter 12 9 
Cal Advocates recommends that the Commission should approve $3.281 million 10 

federal income tax (FIT) expense and $0.84 million state income tax (CCFT) expense for 11 

the Test Year 2023-24.  Cal Advocates and SGVWC generally do not differ on the 12 

methodologies employed to forecast regulated income tax expenses.  Further, SGVWC 13 

has accounted for all the implications of the 2017 Tax Cuts and Jobs Act (“TCJA”). Any 14 

differences in total estimated income taxes are due to differences in forecasted operating 15 

revenues, expenses, and plant additions.  For more details, please refer to the Chapter-12 16 

of this report. 17 

12. Balancing and Memorandum Accounts Review---18 
Chapter 13 19 

A memorandum account is an accounting device that, after approval by the 20 

Commission or upon statutory notice, may be used by a utility to record various expenses 21 

it incurs.12 The establishment of a memorandum account does not guarantee that the 22 

utility will recoup the tracked amount, but a utility is precluded from recovering amounts 23 

not booked to a memorandum account.13 On the other hand, a balancing account is a 24 

                                            
12 Standard Practice U-27-W. 
13 Standard Practice U-27-W. 
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regulatory accounting method used to ensure the recovery in rates of specified 1 

expenditures authorized by the Commission.14 A balancing account can also be explained 2 

as a deferred debit account carried on the utility’s books. When the Commission approves 3 

amounts from memorandum accounts as reasonable, those amounts are moved to 4 

balancing accounts for recovery.15 Surcharge accounts can mask the overall impact of 5 

utilities’ proposals in GRCs. For example, in this application the balancing and 6 

memorandum accounts that SGVWC wants to amortize in the Los Angeles division have 7 

a total surcharge balance of $1,429,413 as of December 31, 2021.16 This surcharge 8 

amount is approximately 1.53% of its total proposed Revenue Requirement for Test Year 9 

2023-24.17  This surcharge account amount is not reflected in the proposed revenue 10 

requirement increase for the Test Year.18 Therefore, the full impact of GSWC’s requests 11 

on customers’ bills is not transparent.  The Commission should underscore the 12 

importance of reducing the total number of BAMAs, not allowing to have the 13 

proliferation of the new BAMAs and should require utilities to close BAMAs whenever 14 

possible and remove their reference from the related preliminary statements.  15 

SGVWC currently maintains 16 memorandum and balancing accounts in its LA 16 

division,19 and requests to establish a new account titled Montebello Acquisition Memo 17 

                                            
14 Standard Practice Audit Manual, p. 6. 

https://www.cpuc.ca.gov/-/media/cpuc-website/divisions/utility-audits--risk--and-compliance-
division/documents/2020-12-14_standard-practice-audit-manual---jan-2021_v1.pdf  
15 Standard Practice U-27-W. 

https://docs.cpuc.ca.gov/PublishedDocs/Published/G000/M090/K002/90002198.PDF  
16 Table 13-1: Balancing and Memorandum Accounts for Amortization. 
17 SGVWC's proposed Revenue Requirement for Test Year 2023-24 is $93,377,000. The accounts for 
what SGVWC requested recovery in this GRC application have a total surcharge balance of $1,429,413 
as of December 31, 2021. It is around 1.53% of the proposed revenue requirement in the Test Year. 
($1,429,413/ $93,377,00 = 1.53%) 
18 SGVWC GRC Proceeding A.22-01-003. 
19 SGVWC's Response to Cal Advocates' DR JBQ-002 Q.3. 
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Account (“MAMA”).20 Cal Advocates recommends to close five accounts: Water Rights 1 

Memorandum Account, A.19-01-001 Interim Rates Memorandum Account, 2018 Tax 2 

Accounting Memorandum Account, El Monte Office Memorandum Account, and School 3 

Lead Testing Memorandum Account.  Cal Advocates also recommends issuing a net 4 

surcredit in the amount of $0.574 million.  Most of the surcredit amount is due to closure 5 

of Water Rights Memorandum Account that is impacted by SGVWC’s failure of sharing 6 

its lease revenues of $6.27 million with the ratepayers since 2000.  For more details, 7 

please refer to the Chapter-13 of this report. 8 

13. Customer Service---Chapter 14 9 
Cal Advocates reviewed and analyzed the customer service and compliant data 10 

reported by the Consumer Affairs Branch (“CAB”), the General Order (“GO”) 103-A 11 

customer service performance criteria, and the data reported directly from SGVWC, to 12 

determine the quality of customer service in SGVWC’s Los Angeles County division.  13 

Based on its review, Cal Advocates recommends that the Commission should find that 14 

Los Angeles County division of SGVWC to be compliant with the Commission’s 15 

General Order (“GO”) 103-A customer service performance standards.  For more details, 16 

please refer to Chapter-14 of this report. 17 

14. Water Quality Review---Chapter 15 18 
The Los Angeles County division consists of the El Monte/Whittier and 19 

Montebello Water systems. The sources of water for customers located in Whittier/Santa 20 

Fe are the Main San Gabriel Basin and the Central Basin.21 The main source of water for 21 

all other customers is from the Main San Gabriel Basin. Groundwater makes up 95% of 22 

                                            
20 Direct testimony of Joel M. Reiker, p. 57 

To the extent SGVWC still has an application for approval of the purchase of Montebello’s water system 
pending at the time the Commission issues a final decision in this GRC 
21 EXHIBIT SG-9 (Zvirbulis) ATTACHMENT E – 2019 and 20202 Consumer Confidence Reports  
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the water supply, and 5% is recycled water used for irrigation purposes.22 The 2019 and 1 

2020 Consumer Confidence Reports show the Los Angeles County division is following 2 

all applicable drinking regulations, with no current outstanding violations based on the 3 

Safe Drinking Water Information System for the Division of Drinking Water (“DDW”).23  4 

Accordingly, Cal Advocates recommends that the Commission should find the Los 5 

Angeles County division water systems of SGVWC to be compliant with the applicable 6 

water quality standards.  For more details, please refer to Chapter-15 of this report. 7 

15. Rate Design Review---Chapter 16 8 
Rate design is the structure of prices charged to utility customers for tariffed 9 

services.  The process for creating a rate design involves determining the revenue 10 

requirement, the allocation of revenue recovery between fixed and quantity charges 11 

(revenue allocation), finding appropriate tier breakpoints for tiered meter services, 12 

calculating the standard quantity rate, and establishing a tiered quantity rate structure for 13 

tiered meter services.  Effective rate design encourages conservation, offers affordable 14 

options for baseline water use, and is revenue neutral.24 Cal Advocates recommends that 15 

The Commission should adopt a Tier 1 breakpoint at 10 CCF as opposed to SGVWC’s 16 

request for 11 CCF.  The Commission should also implement a third tier for residential 17 

tiered meter services to better meet the State’s conservation initiatives.  The Commission 18 

should adopt Cal Advocates’ recommended rate ratio which complements the three-tiered 19 

meter services rate design.  For more details, please refer to Chapter-16 of this report.  20 

16. Escalation Year Increase---Chapter 17 21 
Cal Advocates recommends that SGVWC should follow an escalation (attrition) 22 

year revenue requirement mechanism pursuant to the Commission’s Rate Case Plan 23 

                                            
22 EXHIBIT SG-9 (Zvirbulis) SECTION IV. Water Supply and Treatment.  
23 https://sdwis.waterboards.ca.gov/PDWW/ 
24 D.20-08-047, p. 106. 



1-11 

which requires that the utility may file an advice letter setting out its calculations and 1 

supporting analysis for the escalation year rates.   The most recent “Estimates of Non-2 

labor and Wage Escalation Rates” and “Summary of Compensation Per Hour” published 3 

monthly using third-party data should be used as the escalation rates.  Items not covered 4 

by the monthly published rates should be escalated by the most recently available, 5 

recorded, 12-month-ending change in the U.S. Cities Consumer Price Index (CPI-U).  6 

The escalation year increase should be decreased to the extent the pro-forma rate of 7 

return exceeds the authorized rate of return.  And in terms of escalation years’ rate base, 8 

the Commission standard practice of using two test years and one attrition year should 9 

apply.   10 

B. Summary of Earnings and Other Tables 11 
The Attachment 1-1 contains related Summary of Earning and other related tables 12 

such as Average Number of Customers, Average Sales Revenues Per Customer, Water 13 

Sale and Supply, Operating Revenues, O&M Expenses, A&G Expenses, Payroll and Ad 14 

Valorem Taxes, Income Taxes, Plant-in Service, Depreciation and Reserves, and Rate 15 

Base that results in Cal Advocates and SGVWC’s respective revenue requirements.  16 

IV. CONCLUSION  17 

The Commission should adopt Cal Advocates’ Test Year 2023-2024 results of 18 

operations, presented in Table 1-2 at the end of this chapter in Attachment 1-1, and 19 

authorized a revenue increase of $4.1 million (5.0%) for SGVWC’s Los Angeles County 20 

division. 21 
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ATTACHMENT 1-1: SUMMARY OF EARNINGS AND 
OTHER TABLES 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



1-13 

 
 

 

 

 

 

 



1-14 

 
 

 

 

 

 

 



1-15 

 
 

 

 

 

 



1-16 

 
 

 

 

 

 

 

 

 

 



1-17 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



1-18 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Metered Service Connections
Residential - Single Family
Residential - Multi-Family - Small
Residential - Multi-Family - Large
Commercial - Small
Commercial - Large
Industrial - Small
Industrial - Large
Public Authority - Small
Public Authority - Large
City of Montebello - Contract
Construction
Recycled Water

Subtotal
Flat Rate Services

Private Fire Service
Total

Public Fire Hydrants



1-19 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

Metered Service Connections
Residential - Single Family
Residential - Multi-Family - Small
Residential - Multi-Family - Large
Commercial - Small
Commercial - Large
Industrial - Small
Industrial - Large
Public Authority - Small
Public Authority - Large
City of Montebello - Contract
Construction

Subtotal
Recycled Water

Subtotal

Water Supply
Groundwater Supply Wells
Purchased - CBMWD/Santa Fe Springs

Total Potable Water Productio
Purchased - Recycled Water

Total Water Production

Unmetered & Unaccounted For
Unmetered & Unaccounted For  %
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Metered Revenues
Residential - Single Family
Residential - Multi-Family - Small
Residential - Multi-Family - Large

Total Residential
Commercial - Small
Commercial - Large

Total Commercial
Industrial - Small
Industrial - Large

Total Industrial
Public Authority - Small
Public Authority - Large
City of Montebello - Contract

Total Public Authority
Construction
Recycled Water

Total Metered Service
Flat Rate Service Revenues

Private Fire Service
Miscellaneous Revenues

Rent from Water Property
Other & Miscellaneous Revenues

Total Miscellaneous 
Total Operating Revenues
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Metered Revenues
Residential - Single Family
Residential - Multi-Family - Small
Residential - Multi-Family - Large

Total Residential
Commercial - Small
Commercial - Large

Total Commercial
Industrial - Small
Industrial - Large

Total Industrial
Public Authority - Small
Public Authority - Large
City of Montebello - Contract

Total Public Authority
Construction
Recycled Water

Total Metered Service
Flat Rate Service Revenues

Private Fire Service
Miscellaneous Revenues

Rent from Water Property
Other & Miscellaneous Revenues

Total Miscellaneous 
Total Operating Revenues
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Operation Expenses
Purchased Water & Assessments
Purchased Power
Chemicals
Payroll
Materials & Supplies
Transportation
Uncollectibles
Outside Services
Utilites & Rents
Miscellaneous 

Total Operation Expense

Maintenance Expenses
Payroll
Materials & Supplies
Transportation
Outside Services
Utilities & Rents
Miscellaneous

Total Maintenance Expense

Total Operation & Maintenance Expesne
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Operation Expenses
Purchased Water & Assessments
Purchased Power
Chemicals
Payroll
Materials & Supplies
Transportation
Uncollectibles
Outside Services
Utilites & Rents
Miscellaneous 

Total Operation Expense

Maintenance Expenses
Payroll
Materials & Supplies
Transportation
Outside Services
Utilities & Rents
Miscellaneous

Total Maintenance Expense

Total Operation & Maintenance Expesne
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Administrative & General Expenses
Payroll
Materials & Supplies
Transportation
Insurance
Pensions & Benefits
Franchise Fees
Outside Services
Regulatory Commission Expense
Utilities & Rents
Miscellaneous
Administrative Expense Transferred

Total Administrative & General Expense
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Administrative & General Expenses
Payroll
Materials & Supplies
Transportation
Insurance
Pensions & Benefits
Franchise Fees
Outside Services
Regulatory Commission Expense
Utilities & Rents
Miscellaneous
Administrative Expense Transferred

Total Administrative & General Expense
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Payroll Taxes
FICA
FUTA
SUI

Total Payroll Taxes
Less:  Payroll Taxes Capitalized

Subtotal
General Division Allocation

Total Payroll Taxes

Ad Valorem Taxes
Ratemaking Adjustments

Subtotal
General Division Allocation

Total Ad Valorem Taxes
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Operating Revenues

Deductions
Total Expenses Before Income Taxes
Less:  Book Depreciation Expense
Interest Expense
    Subtotal

State Tax Calculation
Taxable Income Before Deductions
Less:  State Tax Depreciation 
     State Taxable Income
State Corporate Franchise Tax at 8.84%
Amortization of AIAC/CIAC Tax
     Total State Income Tax Expense

Federal Tax Calculation
Taxable Income Before Deductions
Less:  Book Depreciation Expense
Less: State Corp. Franchise Tax - Prior Year
     Federal Taxable Income
Federal Income Tax at 21%
Amortization of AIAC/CIAC Tax
Amortization of EDIT
     Total Federal Income Tax Expense
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Operating Revenues

Deductions
Total Expenses Before Income Taxes
Less:  Book Depreciation Expense
Interest Expense
    Subtotal

State Tax Calculation
Taxable Income Before Deductions
Less:  State Tax Depreciation 
     State Taxable Income
State Corporate Franchise Tax at 8.84%
Amortization of AIAC/CIAC Tax
     Total State Income Tax Expense

Federal Tax Calculation
Taxable Income Before Deductions
Less:  Book Depreciation Expense
Less: State Corp. Franchise Tax - Prior Year
     Federal Taxable Income
Federal Income Tax at 21%
Amortization of AIAC/CIAC Tax
Amortization of EDIT
     Total Federal Income Tax Expense
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Utility Plant 506,726        466,381               
Depreciation Reserve 143,147        142,619               

Net Utility Plant 363,579        323,762               

Less:
Advances in Aid of Construction 2,483            2,483                   
Contributions in Aid of Construction

Contributions 109,557        109,557               
Depreciation Reserve 31,136          31,136                 

Net Contributions in Aid of Construction 78,421          78,421                 
Accumulated Deferred Income Taxes 36,877          36,221                 
Accumulated Deferred Taxes - ITC 313               313                      

Subtotal - Deductions 118,095        117,439               

Plus:
Materials & Supplies 2,769            2,743                   
Operational Cash Requirement 30                 30                        
Working Cash (lead/lag) 4,390            (5,362)                  
Tax on Advances & Contributions 1,111            1,111                   
Water Entitlements -                -                       
General Office Plant Allocation

Utility Plant 18,120          17,172                 
Depreciation Reserve 2,860            2,706                   

Net General Office Allocation 15,261          14,466                 
Subtotal - Additions 23,561          12,988                 

Average Rate Base 269,044        219,310               
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Utility Plant 546,005        489,636               
Depreciation Reserve 152,548        151,283               

Net Utility Plant 393,457        338,354               

Less:
Advances in Aid of Construction 2,355            2,355                   
Contributions in Aid of Construction

Contributions 110,769        110,769               
Depreciation Reserve 31,960          31,960                 

Net Contributions in Aid of Construction 78,809          78,809                 
Accumulated Deferred Income Taxes 38,612          37,536                 
Accumulated Deferred Taxes - ITC 275               275                      

Subtotal - Deductions 120,051        118,976               

Plus:
Materials & Supplies 3,047            2,994                   
Operational Cash Requirement 30                 30                        
Working Cash (lead/lag) 4,386            (5,302)                  
Tax on Advances & Contributions 1,077            1,077                   
Water Entitlements -                -                       
General Office Plant Allocation

Utility Plant 18,333          18,128                 
Depreciation Reserve 3,563            3,435                   

Net General Office Allocation 14,770          14,693                 
Subtotal - Additions 23,310          13,491                 

Average Rate Base 296,715        232,869               
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CHAPTER 2 SALES FORECAST 1 

I. INTRODUCTION 2 

For a given test year (“TY”), a forecast of customer counts by customer class, and 3 

average sales per customer for each customer class is necessary to forecast revenues at 4 

current rates.  The customer forecast multiplied by the average sales per customer 5 

forecast for each class is the total sales forecast for each class: 6 

(Number of Customer Forecast) 7 

x (Average Use per Customer Forecast) 8 

= Total Sales Forecast 9 

Revenue obtained from the total sales is referred to as the operational revenue.25  10 

This chapter discusses SGVWC’s Los Angeles County (“LA”) division’s sales forecast in 11 

this General Rate Case (“GRC”). 12 

II. SUMMARY OF RECOMMENDATIONS  13 

• The Commission should adopt SGVWC LA division’s number of 14 
customers forecast. 15 

• The Commission should adopt SGVWC LA division’s usage per customer 16 
forecast. 17 

III. ANALYSIS  18 

A. Number of Customers Forecast 19 
SGVWC uses the number of customers forecasting methodology outlined in the 20 

Commission’s Rate Case Plan (“RCP”) for the LA division, with exceptions to the 21 

Construction classes.26  The methodology estimates the number of customers in the test 22 

year using the most recent 5-year average of the annual growth rate to determine 23 

                                            
25 Revenue is also generated from Non-Tariffed Products and Services (NTP&S). 
26 Exhibit SG-6 (Reiker), p.10. 



2-2 

customer growth. 27  SGVWC forecasts an additional 166 customers per year in the LA 1 

division and a total customer count of 49,774.28  Table 2-1 is the TY 2023-2024 number 2 

of customers forecast. 3 

Table 2-1: TY 2023-2024 Number of Customers Forecast 4 

 5 
 6 

The RCP permits utilities to adjust the number of customers forecast methodology 7 

for unusual situations.29  Therefore, subject to the Commission’s ruling in SGVWC’s 8 

                                            
27 D.07-05-062, p. A-23, footnote 4.  
28 Exhibit SG-6 (Reiker), p. 22.  
29 D.07-05-062, p. A-23, footnote 4. 
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Application (A.) 20-10-004 to purchase the City of Montebello’s (“Montebello”) water 1 

system and related approvals, the number of customers forecast needs to be adjusted to 2 

account for the newly acquired customers in the LA division.30  Cal Advocates’ discusses 3 

the Montebello water system acquisition in its testimony for Special Request #3.  4 

B. Use per Customer Forecast 5 
In accordance with Governor Newsom’s directive in Executive Order N-10-21, 6 

SGVWC forecasts LA TY 2023-2024 usage per customer (water sales) by reducing the 7 

recorded 2020 per-customer potable sales for each customer class by 15%. 8 

1. New Committee Method 9 
The RCP states that the New Committee Method (“NCM”) should be used to 10 

forecast per customer usage for the residential and small commercial customer classes in 11 

GRCs.31  The NCM is a multiple regression model used to calculate customer 12 

consumption based on time, temperature, and rainfall.32  In addition, in D.20-08-047, the 13 

Commission ordered that future GRCs must discuss how the following specific factors  14 

impact the sales forecast: 15 

a. Impact of revenue collection and rate design on sales and revenue 16 
collection; 17 

b. Impact of planned conservation programs; 18 
c. Changes in customer counts; 19 
d. Previous and upcoming changes to building codes requiring low flow 20 

fixtures and other water-saving measures, as well as any other relevant 21 
code changes; 22 

e. Local and statewide trends in consumption, demographics, climate 23 
population density, and historic trends by ratemaking area; and 24 

f. Past sales trends. 25 

                                            
30 Exhibit SG-6 (Reiker), p.11. 
31 D.07-05-062, p. A-26, footnote 8. 
32 D.07-05-062, p. A-23, footnote 4.  



2-4 

Cal Advocates completed a multiple regression analysis to calculate TY 2023-1 

2024 sales based on the NCM and variables addressed in D.20-08-047.  Cal Advocates’ 2 

regression model includes explanatory variables – time, temperature, rainfall, mandatory 3 

drought restricted period, and the COVID-19 pandemic period – over the last ten years.  4 

The mandatory drought restricted period is defined as June 2015 through April 2017,33 5 

the period between when then Governor Brown issued and lifted mandatory water use 6 

restrictions.34  The COVID-19 pandemic period is defined as March 2020 through June 7 

2021.  On March 19, 2020, Governor Newsom declared a statewide shelter-in-place to 8 

contain the spread of COVID-19.35  Governor Newsom lifted the statewide shelter-in-9 

place order on June 15, 2021.36  The COVID-19 pandemic period is included in Cal 10 

Advocates’ regression analysis as it changed Californian’s water consumption behavior.  11 

As residents sheltered at home, normal water usage that would have occurred at the place 12 

of employment or school transferred to at-home usage.  In addition, citizens were 13 

recommended to wash their hands more and for at least 20 seconds to prevent the spread 14 

of COVID-19.37 15 

Based on Cal Advocates’ regression model, it was determined that a regression 16 

analysis would not accurately forecast TY 2023-2024 sales based on the variables used 17 

for LA division’s residential and small commercial customers.  The regression model’s 18 

R-Squared is unfavorable and suggests that the sales forecast would only be around 72% 19 

accurate based on the independent variables/factors used.  As such, Cal Advocates 20 

recommends against using a regression model to forecast and support TY sales.  21 

                                            
33 Then Gov. Brown issued Executive Order B-29-15 (mandatory water use restrictions) and SGVWC 
recorded lost sales in its Drought Lost Revenue Memorandum Account (DLRMA) during this period. 
34 SG-6 (Reiker), p. 15. 
35 
36 

37 https://www.cdc.gov/handwashing/when-how-handwashing.html  
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2. Governor Newsom’s Call for Increased 1 
Conservation 2 

Governor Newsom issued Executive Order N-10-21 in July 2021, which calls on 3 

Californians to voluntarily reduce water use by 15% compared to 2020 levels and 4 

expanded the state of drought emergency.38  While Executive Order N-10-21 fell short of 5 

a statewide water conservation mandate, it has set the stage for future administrative 6 

action.  Comparing March 2021 to March 2020 water consumption, residents increased 7 

urban water use by 18.9% statewide.39  According to the U.S. Drought Monitor, a weekly 8 

report issued by the federal government and the University of Nebraska, over 95% of 9 

California is in a severe drought and 59% is in an extreme drought.40  It is likely that 10 

Governor Newsom will impose mandatory statewide restrictions on water use if the 11 

situation continues to worsen – as warned by the Governor on May 23, 2022.41   12 

3. TY 2023-2024 Sales Forecast 13 
The Commission should adopt SGVWC’s LA division sales forecast for TY 2023-14 

2024 as it aligns with Executive Order N-10-21.  As Governor Newsom states, “every 15 

water agency across the state needs to take more aggressive actions to communicate 16 

about the drought emergency and implement conservation measures.”42  Table 2-2 below 17 

summarizes the TY 2023-2024 sales forecast.  18 

                                            
38 https://www.gov.ca.gov/wp-content/uploads/2021/07/7.8.21-Conservation-EO-N-10-21.pdf  
39 https://www.msn.com/en-us/weather/topstories/gov-newsom-calls-for-increased-water-conservation-
warning-of-mandatory-statewide-restrictions/ar-AAXD7fZ?ocid=BingNewsSearch  
40 https://droughtmonitor.unl.edu/CurrentMap/StateDroughtMonitor.aspx?CA  
41 https://www.sfchronicle.com/bayarea/article/Newsom-says-California-could-get-mandatory-water-
17192962.php  
42 https://www.msn.com/en-us/weather/topstories/gov-newsom-calls-for-increased-water-conservation-
warning-of-mandatory-statewide-restrictions/ar-AAXD7fZ?ocid=BingNewsSearch  
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Table 2-2: TY 2023-2024 Sales per Customer Forecast 1 

 2 

C. Operational Revenue 3 
The Commission should adopt the operational revenues based on SGVWC’s 4 

number of customer and water sales forecast.  Table 2-3 below and Attachment 1-1 in 5 

Chapter 1 of this report summarizes the LA division’s Operating Revenue for TY 2023-6 

2024 based on SGVWC’s request and Cal Advocates’ recommendations, respectively.  7 

Operating revenue summary at proposed rates in Table 2-3 below is based on SGVWC’s 8 

rate increase request.  The operating revenue summary at Cal Advocates’ rate 9 

recommendation can be found in Attachment 1-1 of Chapter 1.   10 
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Table 2-3: Operating Revenue Summary (Present Rates vs SGVWC’s Proposed Rate Request) 1 

  2 
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D. Other Revenues 1 
The Commission should adopt SGVWC’s other revenues forecast as it is based on 2 

the best available data.  SGVWC forecasts TY 2023-2024 other revenues based on the 3 

most recent 5-year average.  SGVWC does not foresee any potential changes to the other 4 

revenues collection with exception to the pending purchase of Montebello’s water system 5 

and related approvals (A.20-10-004).  Other revenues items associated with the 6 

Montebello system may need to be adjusted depending on the timing of the 7 

Commission’s decision in the Application.  For example, the number of customers 8 

forecast needs to be adjusted to account for the newly acquired customers in the LA 9 

division.   10 

IV. CONCLUSION  11 

The Commission should adopt SGVWC’s number of customers forecast and water 12 

sales forecast as it is reasonable and aligns with State’s conservation initiatives.  In 13 

addition, the Commission should adopt SGVWC’s operational revenue forecast 14 

methodology and other revenues forecast methodology.  15 
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CHAPTER 3 OPERATIONS & MAINTENANCE EXPENSES 1 

I. INTRODUCTION 2 

This chapter addresses San Gabriel Valley Water Company’s (“SGVWC” or “San 3 

Gabriel”) Operation & Maintenance (“O&M”) expense budgets for its Los Angeles 4 

(“LA”) division and presents the analysis and recommendations of the California Public 5 

Advocates Office at the California Public Utilities Commission (“Cal Advocates”). 6 

II. SUMMARY OF RECOMMENDATIONS 7 

The Commission should adopt the following recommendations regarding 8 

SGVWC’s requested O&M budgets: 9 

(1) Adopt Purchased Water & Assessments forecasts using the most recent rates 10 
available; 11 

(2) Adopt Purchased Power forecasts using August 27, 2021, Southern Californian 12 
Edison (“SCE”) rates and estimates; 13 

(3) Adopt Chemicals forecasts using the inflation-adjusted recorded five-year 14 
average, adjusted to reflect forecasted production; 15 

(4) Adopt SGVWC’s requested Transportation budget;  16 
(5) Adopt Uncollectibles ratio calculations which utilize actual recorded 17 

Uncollectibles amounts instead of inflated estimates. 18 
On a stand-alone basis, these recommendations result in SGVWC’s proposed TY 19 

budget being reduced by approximately $92,889. 20 

III. ANALYSIS 21 

A. Forecasting Methodology 22 
SGVWC generally developed its expense forecasts for Test Year (“TY”) 2023-23 

2024 using the most recent five-year historical data for years 2017-2021, adjusted for 24 

inflation.  Transportation, Utilities & Rents, Postage, and Payroll were the exception in 25 

that these forecasts were based on 2021 recorded expenditures.  Unless otherwise stated, 26 

Cal Advocates’ analysis is based on SGVWC’s original TY estimates. 27 



3-2 

The main operational accounts used to track O&M expenses are shown in Chapter 1 

1, Tables 1-2 and 1-3 which present a summary of SGVWC’s proposed and Cal 2 

Advocates’ recommended O&M expenses in the LA Division. 3 

B. Purchased Water and Assessments 4 
The Commission should adopt $17,466,024 for Purchased Water and Assessments 5 

for Test Year 2023-2024, which is based on the most recent rates available.  The final 6 

decision in this proceeding should require SGVWC to utilize the most recent purveyor 7 

rates in the forecast to improve forecast accuracy. 8 

SGVWC’s water supply consists of approximately 95% groundwater produced 9 

from the Main San Gabriel Basin and Central Basin.  The remaining 5% is purchased 10 

recycled water.  Purchased Water and Assessments expense consists of purchased 11 

Recycled Water, and other costs such as Cyclic Storage, Replacement Water and 12 

Replenishment Water assessments, Water Quality Authority assessments, leased water 13 

costs, and Watermaster Production and Administrative assessments.  Test Year estimates 14 

are based on the most recent rates multiplied by the forecasted annual supply required to 15 

provide water service to SGVWC’s customers. 16 

Upon review of SGVWC’s supporting documentation for the rate and service 17 

charges used in the calculation of the Purchased Water and Assessments forecast, its 18 

Purchased Water and Assessments forecasts appear reasonable. 19 

C. Purchased Power 20 
The Commission should approve SGVWC’s methodology for Purchased Power 21 

for TY 2023-2024, because it is based on the most recent rates available. 22 

SGVWC based its estimate for TY 2023-2024 on SCE rates effective August 27, 23 

2021.  SGVWC based its estimated energy consumption on the historical five-year 24 

average use for existing plant and used the average power usage as a proxy for future 25 

projects to be completed during the Test Year.  Cal Advocates also determined its 26 

estimate using August 27, 2021, SCE rates and estimates. 27 
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D. Chemicals 1 
The Commission should adopt SGVWC’s methodology for Chemical Expense for 2 

TY 2023-2024 because it is based on the historical expenditures. 3 

SGVWC uses the inflation-adjusted recorded five-year (2017-2021) average 4 

expense, adjusted to reflect forecasted production, as the basis for the Test Year 5 

forecast.43  Cal Advocates agrees with this methodology.  Any other differences between 6 

Cal Advocate’s and SGVWC’s forecast of Chemicals costs are the result of different 7 

estimates of demand, which are addressed elsewhere in Cal Advocate’s testimony. 8 

E. Payroll 9 
The Commission should approve approximately $5,867,988 for O&M Payroll for 10 

TY 2023-2024.  The O&M Payroll estimate is based on the last recorded year (2021) plus 11 

any adjustments for new positions. Payroll Expense, including SGVWC’s request for 12 

new positions, is addressed in Chapter 6. 13 

F. Transportation 14 

The Commission should adopt a $945,727 total44 transportation budget for TY 15 

2023-2024.  Transportation expenses are forecasted by escalating 2021 expenses using 16 

non-labor escalation rates.  Cal Advocates agrees with this methodology because it is 17 

consistent with accepted methods and practices. 18 

G. Uncollectibles 19 

The Commission should approve a 0.0703% Uncollectibles45 Ratio for TY 2023-20 

2024.  While Cal Advocates does not oppose SGVWC’s accounting method to switch 21 

                                            
43 Exhibit SG-6 (Reiker), PDF page 34. 
44 Sum of Operations and Maintenance Transportation budgets. 
45 Uncollectibles are customer arrearages categorized as having virtually no chance of being paid. 
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from write-off method46 to the allowance method,47 Cal Advocates does oppose 1 

SGVWC’s use of past recession years to estimate an extremely inflated Uncollectibles 2 

ratio.  The allowance method is widely used by the other investor-owned water utilities in 3 

California and can provide better matching of expenses and revenues on the Income 4 

Statement.  On a stand-alone basis, this recommendation results in SGVWC’s proposed 5 

TY budget of $151,308 being reduced by approximately $92,889. 6 

1. SGVWC’s Methodology to Calculate 2020-2021 7 
Uncollectibles is Unreasonable 8 

SGVWC officially switched its accounting for Uncollectibles from the write-off 9 

method to the allowance method in 2020.48  Allowance for Uncollectible accounts is 10 

calculated using SGVWC’s experienced history of Uncollectible write-offs, as a 11 

percentage of the balance of customer accounts receivable.49  SGVWC then applies this 12 

percentage to the balance of customer accounts receivable at the end of the year to 13 

determine the amount charged to the Uncollectibles account.   14 

The percentage that SGVWC uses to derive both its 2020 and 2021 Uncollectibles 15 

amounts is 8.63% and is calculated by taking the three-year average of ratios of 16 

Uncollectibles to Accounts Receivables Balances from recession years 2007 to 2009.50  17 

SGVWC states that the Uncollectibles expense is affected by factors including general 18 

                                            
46 The cost of customer accounts written off is recorded, as well as any subsequent collections associated 
with such write-offs. 
47 An allowance for Uncollectible accounts is calculated using SGVWC’s experienced history of 
Uncollectible write-offs, as a percentage of the balance of customer accounts receivable.  SGVWC then 
applies this percentage to the balance of customer accounts receivable at the end of the year to determine 
the amount charged to Account 775. 
48 Exhibit SG-5 (Harris), PDF page 24, line 1. 
49 Exhibit SG-5 (Harris), PDF page 24, lines 1-6. 
50 Attachment 3-1: SGVWC’s Response to Cal Advocates’ DR LCN-003 (Uncollectibles), Attachment 1, 
tab “LCN-003-02.” 
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economic conditions and credit and collection policies including legislation and 1 

moratoriums on disconnections.51   2 

SGVWC’s exclusive use of a recessionary period is unreasonable because it 3 

accounts for only extreme conditions and not a normalized year, which is better suited 4 

when developing a future forecast.  SGVWC seems to imply that the current COVID-19 5 

situation somewhat resembles the past recession but fails to recognize the forecasts being 6 

developed in this proceeding will apply to years 2023 to 2025 and not just the “current 7 

situation.”  SGVWC has also received a total of $1,962,974 from the state under such a 8 

program, which should be considered as it normalizes the Uncollectibles over the past 9 

two years.  Please refer to Table 3-1 below for a comparison between the inflated 10 

Uncollectibles amounts SGVWC uses and the actual Uncollectibles amounts for 2020 11 

and 2021. 12 

Table 3-1: SGVWC’s Derived Vs. Actual Uncollectibles (2020-2021) 13 

Year SGVWC Actual 
Uncollectibles 

SGVWC > 
Actual 

2020 $345,579 $42,111 $303,468 
2021 $124,098 $26,927 $97,171 

 14 

As illustrated in Table 3-1 above, the estimated Uncollectibles amounts that 15 

SGVWC forecasts for years 2020 and 2021 far exceed the actual recorded Uncollectibles 16 

amounts.   17 

2. SGVWC’s Use of Inflated 2020-2021 Uncollectibles 18 
Amount Skews the Five-Year Average 19 

SGVWC’s use of inflated 2020 and 2021 uncollectibles figures leads to an inflated 20 

five-year average ratio for forecasting that is several times higher than the actual 21 

uncollectible ratio, as illustrated in Tables 3-2 and 3-3 below.  Cal Advocates utilized 22 

actual recorded 2020 and 2021 uncollectibles amounts instead of SGVWC’s estimated 23 

                                            
51 Exhibit SG-6, PDF page 46. 
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uncollectibles amounts when calculating the five-year average of uncollectibles amounts 1 

to be divided by the total revenues over the past five years. 2 

Table 3-2: SGVWC vs. Actual Uncollectibles Ratios 3 

Uncollectibles 2017 2018 2019 2020 2021 
SGVWC $54,140 $45,177 $83,610 $345,579 $124,098 
Actual $54,140 $45,177 $83,610 $42,111 $26,927 

 4 

Table 3-3: SGVWC vs. Actual Uncollectibles Ratios 5 

SGVWC Actual SGVWC > Actual 
0.1820%52 0.0703% 0.1117% 
$151,308 $58,419 $92,889 

 6 

3. The Commission Should Adopt An Uncollectibles 7 
Forecast Calculated Using Actual Uncollectibles 8 
Values 9 

The Commission should adopt Cal Advocates’ Uncollectibles forecast, which is 10 

calculated using actual 2020 and 2021 Uncollectibles values thus yielding a 0.0703% 11 

Uncollectibles ratio for TY 2023-2024.  Cal Advocates derived the Uncollectibles ratio 12 

by dividing the five-year average of actual Uncollectibles amounts by the five-year 13 

average of total revenues.  By using inflated Uncollectibles values, SGVWC 14 

unnecessarily skews the five-year average upward when the five-year average utilizing 15 

actual Uncollectibles amounts sufficiently captures any COVID-19 related variation and 16 

inflation.  On a stand-alone basis, this recommendation results in SGVWC’s proposed 17 

TY budget of $151,308 being reduced by approximately $92,889.  18 

IV. CONCLUSION 19 

The Commission should adopt the recommendations detailed above as they reflect 20 

a more reasonable and accurate forecast for TY 2023-2024 O&M expenses, which is in 21 

ratepayers’ best interest.  22 

                                            
52 GRCWorkpapers – 2022 (100 DAY UPDATE). 
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Attachment 3-1: SGVWC’s Response to Cal Advocates’ 
DR LCN-003 (Uncollectibles), Attachment 1. 
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CHAPTER 4 ADMINISTRATIVE AND GENERAL EXPENSES 1 

I. INTRODUCTION  2 

This chapter addresses SGVWC’s Administrative and General (“A&G”) expense 3 

budgets for LA division and presents Cal Advocates’ analysis and recommendations. 4 

II. SUMMARY OF RECOMMENDATIONS 5 

The Commission should adopt the following Cal Advocates’ recommendations 6 

regarding SGVWC’s requested A&G budgets: 7 

(1) Adopt Pension & Benefits forecasts which correct for Vision Insurance input 8 
errors; 9 

(2) Adopt Workers’ Compensation forecasts which apply escalated premiums to 10 
the payroll and employee forecasts; 11 

(3) Adopt Franchise fees which are based on the total revenues from forecasted 12 
water sales; 13 

(4) Accept SGVWC’s Administrative Expenses Transferred forecasts; 14 
(5) Adopt Dues & Subscriptions forecasts which exclude lobbying expenses. 15 

III. ANALYSIS 16 

A. Forecasting Methodology 17 
SGVWC developed its A&G expense forecasts for TY 2023-2024 using the most 18 

recent five-year historical inflation adjusted data for years 2017 through 2021.  As stated 19 

in Chapter 3, Transportation, Utilities & Rents, Postage, and Payroll were the exception 20 

in that these forecasts were based on 2021 recorded expenditures.  Unless otherwise 21 

stated, Cal Advocates’ analysis is based on SGVWC’s original TY estimates, and not on 22 

the 100-day update. 23 

Cal Advocates used the same methodology and inflation rates as SGVWC for 24 

forecasts based on a five-year historical average.  The main operational accounts used to 25 

track A&G expenses are shown in Chapter 1, Tables 1-2 and 1-3 which present a 26 

summary of SGVWC’s proposed and Cal Advocates’ recommended A&G expenses in 27 

the Los Angeles Division.  The difference between Cal Advocates’ recommendations and 28 
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SGVWC’s request is due to the difference in forecasted Payroll, including Overtime, and 1 

Pension & Benefits. 2 

The Commission should approve $610,127 for A&G Payroll for Test Year 2023-3 

2024.  The A&G Payroll estimate is based on the last recorded year (2021) plus any 4 

adjustments for new positions.  Payroll Expense, including SGVWC’s request for new 5 

positions, is addressed in Chapter 6. 6 

B. Pension & Benefits 7 
The Commission should approve $3,074,400 Pension & Benefits budget for Test 8 

Year 2023-2024.53   9 

Pension & Benefits includes SGVWC’s 401(k) retirement savings plan, health, 10 

dental and vision insurance, life and long-term disability insurance, vacations, holidays 11 

and sick leave, uniforms, and other.  The estimates and recommendations below are 12 

based on SGVWC’s workpapers.  Cal Advocates agrees with the methodologies because 13 

they are consistent with accepted methods and practices.   14 

1. 401(k) Retirement Plan 15 
The Commission should approve $768,118 for SGVWC’s retirement plan for TY 16 

2023-2024. 17 

SGVWC employees become eligible for Company contributions to their 401(k) 18 

account on the first entry date after they complete one year of service.54  Entry dates are 19 

January 1, and July 1.  Once an employee is eligible for the 401(k) plan, SGVWC makes 20 

an annual contribution of 6% of the eligible salary to each employee-eligible account in 21 

January based on the 401(k) eligible payroll.  SGVWC also contributes to employee 22 

                                            
53 The amount shown for Pension & Benefits for TY 2023-2024 excludes capitalized and reimbursed 
expense. 
54 Exhibit SG-6 (Reiker), PDF page 38. 
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401(k) plans through matching contributions up to 50% of each employee’s eligible 1 

salary deferral.55  Cal Advocates agrees with SGVWC’s methodology. 2 

2. Life Insurance 3 
The Commission should approve $57,585 for SGVWC’s Life Insurance for TY 4 

2023-2024. 5 

SGVWC escalated 2021 Life Insurance premiums by applying the 6.8% 6 

Consumer Price Index-Urban (“CPI-U”) Escalation Rate for Estimated Year 2022 and 7 

TY2023-2024.56  SGVWC then applied these escalated premiums to the Company’s 8 

Payroll and Employee forecast to arrive at the total Life Insurance costs.  Cal Advocates 9 

uses the same methodology to forecast its recommendation.  Any difference between 10 

SGVWC and Cal Advocates estimates is due to the difference in total payroll. 11 

3. Long-Term Disability Insurance 12 
The Commission should approve $38,458 for SGVWC’s Long-Term Disability 13 

Insurance for TY 2023-2024.  Long-Term Disability Insurance premiums are applied to 14 

the Company’s Payroll and Employee forecast to arrive at the total Long-Term Disability 15 

Insurance costs. 16 

SGVWC escalated 2021 Long-Term Disability Insurance premiums by applying 17 

the 6.8% CPI-U Escalation Rate for Estimated Year 2022 and TY 2023-2024.57  SGVWC 18 

then applied these escalated premiums to the Company’s Payroll and Employee forecast 19 

to arrive at the total Long-Term Disability Insurance costs. 20 

Cal Advocates uses the same methodology to forecast its recommendation.  Any 21 

difference between SGVWC and Cal Advocates estimates is due to the difference in total 22 

                                            
55 Exhibit SG-6 (Reiker), PDF page 38. 
56 Exhibit SG-6 (Reiker), PDF page 39. 
57 Exhibit SG-6 (Reiker), PDF page 39. 
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payroll due to Cal Advocates’ recommendations to transfer few positions from General 1 

Office (“G.O.”) division to LA division as discussed in Chapter 6 of this report. 2 

4. Vacations, Holidays, and Sick Leave 3 
The Commission should adopt $663,220 for SGVWC’s Vacation Pay expense, 4 

$376,672 for Holiday Pay expense, and $241,388 for Sick Leave expense for TY 2023-5 

2024. 6 

SGVWC’s estimates for vacations, sick leave, and holidays are based on historical 7 

data and forecasted payroll in the Test Year.  Cal Advocates uses the same methodology. 8 

5. Health Insurance 9 
The Commission should approve $1,471,958 for the combined healthcare benefits 10 

(medical, dental, vision) for TY 2023-2024, which corrects Vision Insurance forecasting 11 

attributed to open positions in 2022 and 2023. 12 

Health insurance includes dental, vision, and medical.  Since SGVWC’s health 13 

plan runs annually from July to June, SGVWC escalated the July 2021 premiums by 14 

applying a 6.8% CPI-U escalation rate for estimated year 2022 and TY 2023-2024.  15 

SGVWC then applied the escalated premiums to its employee forecast to arrive at the 16 

total health insurance costs.   17 

For dental and vision insurance, SGVWC escalated 2021 premiums by applying 18 

the 6.8% CPI-U Escalation Rate for Estimated Year 2022 and Test Year 2023-2024.58  19 

SGVWC then applied these escalated premiums to its employee forecast to arrive at the 20 

total dental and vision insurance costs.  Cal Advocates uses the same methodology to 21 

forecast its recommendation.  Any difference between SGVWC and Cal Advocates 22 

estimates is due to the difference in total payroll. 23 

                                            
58 Exhibit SG-6 (Reiker), PDF page 39. 
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6. Correction of Vision Insurance Error 1 
Cal Advocates found and corrected an error in SGVWC’s workpaper forecasting 2 

values for Vision Insurance in years 2022 and 2023 for new requested positions which 3 

are expected to be filled in 2024.  Cal Advocates removed these particular Vision 4 

Insurance forecasts for 2022 and 2023. 5 

C. Workers’ Compensation 6 
The Commission should approve $395,132 for Workers’ Compensation expenses 7 

for TY 2023-2024. 8 

Since SGVWC’s Workers’ Compensation insurance is renewed each year on July 9 

1st, SGVWC escalated July 2021 Workers’ Compensation premiums by applying a 6.8% 10 

CPI-U escalation rate for estimated year 2022 and TY 2023-2024.  SGVWC then applied 11 

the escalated premiums to its payroll and employee forecasts to arrive at the total 12 

Workers’ Compensation insurance cost.  Cal Advocates agrees with SGVWC’s 13 

methodology. 14 

D. Franchise Fees 15 
The Commission should adopt the SGVWC’s methodology for Franchise Fees.   16 

E. Administrative Expenses Transferred 17 
The Commission should adopt SGVWC’s original ($4,039,630) Administrative 18 

Expenses Transferred estimate.  Administrative Expenses Transferred represents the 19 

administrative overhead for management supervision of capital investment in plant 20 

projects.  A detailed discussion regarding Administrative Expenses Transferred can be 21 

found in Chapter 7. 22 

F. Materials & Supplies 23 
The Commission should adopt $162,509 in Dues & Subscriptions expenses, which 24 

excludes $26,483.94 related to lobbying from Dues & Subscriptions expenses.  Lobbying 25 

in this instance is any attempt SGVWC makes to influence public and government policy 26 

at any level in order to serve its own interests.  Cal Advocates removes these lobbying 27 
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expenses from the historical expenses used in the forecast calculation because the 1 

Commission does not allow lobbying expenses in rates.  Commission policy is clear that 2 

political and lobbying activity should not be included in customer rates.59  Since there is 3 

no ratepayer benefit to lobbying, the ratepayers should not subsidize the costs. 4 

IV. CONCLUSION 5 

The Commission should adopt recommendations detailed above as they reflect a 6 

more reasonable and accurate forecast for TY 2023-2024 A&G expenses.   7 

                                            
59 D.06-11-050, page 73. 
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CHAPTER 5 CONSERVATION EXPENSES 1 

I. INTRODUCTION 2 

This chapter addresses SGVWC’s Conservation expense budgets for the LA 3 

division and presents Cal Advocates’ analysis and recommendations. 4 

II. SUMMARY OF RECOMMENDATIONS 5 

The Commission should adopt SGVWC’s proposed $760,000 Conservation 6 

budget.  Cal Advocates reviewed SGVWC’s request and responses to discovery and 7 

concluded that its request for one Facilities Maintenance Supervisor is reasonable, as 8 

discussed below. 9 

III. ANALYSIS 10 

A. Water Saving Goals and Objectives 11 
SGVWC’s goal is to plan and implement the most cost-effective conservation 12 

programs that will achieve water saving goals and objectives set by the State Water 13 

Resources Control Board (“SWRCB”), the California Public Utilities Commission 14 

(“CPUC”) and the Governor of California (currently Governor Gavin Newsom), as well 15 

as any subsequent orders and/or emergency proclamations. 60   16 

The most recent directive requires water purveyors to reduce water consumption 17 

by at least 15% over the 2020 consumption level.  Thus, SGVWC must continue to carry 18 

out its Conservation programs in order to successfully meet this objective. 19 

B. Past Conservation Budget and Goals 20 
In the previous General Rate Case (“GRC”), SGVWC adopted a Conservation 21 

budget of $513,686 for its 2020-2021 TY in the Los Angeles Division in order to meet 22 

                                            
60 Exhibit SG-9 (Zvirbulis), PDF page 23. 
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California Governor Brown’s directive on water consumption.61  Pursuant to the 1 

California Water Conservation Act of 2009 (“SBX7-7”), which mandated reduction in 2 

per capita water use by 20% by the year 2020, SGVWC successfully met its 2020 water 3 

use target.62  In 2020, the recorded per capita water use was 112 gallons per capita per 4 

day (“gpcd”), far surpassing the confirmed 2020 Water Use Target of 142 gpcd. 63   5 

C. Conservation in the Current GRC 6 
In the current GRC, SGVWC is requesting a $760,000 Conservation budget, a 7 

smaller currently requesting a smaller amount to carry out similar mandate provided by 8 

Governor Newsom to cut down on 15%.  Upon review of SGVWC’s prepared testimony, 9 

historical data, methodologies used and discovery responses, Cal Advocates concluded 10 

that SGVWC’s proposed Conservation expense budget is reasonable. 11 

IV. CONCLUSION 12 

Table 5-1 below presents a summary of SGVWC’s proposed Conservation 13 

expenses in the LA division. 14 

Table 5-1: Test Year 2023-2024 Conservation Expenses64 15 

Program Budget 
K-12 School Education Program $20,000 
Education/Public Outreach Program $90,000 
Create Your Own Garden Program $50,000 
Residential Irrigation Controller, Nozzles Retrofit Program $150,000 
High Efficiency Toilet Distribution Program $150,000 
CII Water Efficient Fixtures and Devices/Turf Removal 
Program $200,000 

Recycle Water Retrofit Program $100,000 
TOTAL $760,000 

                                            16 
61 Exhibit SG-6 (Reiker) Appendix A (MDRs), PDF page 66. 
62 Exhibit SG-9 (Zvirbulis), PDF page 22-23. 
63 Exhibit SG-9 (Zvirbulis), PDF page 22-23. 
64 Exhibit SG-9 (Zvirbulis), PDF page 19, line 18. 
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CHAPTER 6 PAYROLL 1 

I. INTRODUCTION 2 

This chapter presents recommendations for Payroll expenses and describes Cal 3 

Advocates’ approach and adjustments in forecasting TY 2023-2024.  The main difference 4 

in Payroll expense is caused by the request for new positions.  In the LA division, 5 

SGVWC seeks authority to increase its workforce by a total of two new positions: 6 

Operations Analyst and Water Treatment Operator. 7 

II. SUMMARY OF RECOMMENDATIONS 8 

The Commission should approve $9,115,646, in Payroll expenses for TY 2023-9 

2024.  The Commission should authorize one Water Treatment Operator.65 10 

III. ANALYSIS 11 

A. Water Treatment Operator Position 12 
Cal Advocates reviewed SGVWC’s request and responses to discovery and 13 

concluded that its request for one Water Treatment Operator position is reasonable.   14 

The Water Treatment Operator position is initially being funded by a Proposition 15 

68 Grant from the State Water Resources Control Board for Operations and 16 

Maintenance.66  This particular position is primarily dedicated to the operation and 17 

maintenance of the newly completed Ion Exchange treatment for the removal of per- and 18 

polyfluoroalkyl substances (“PFAS”), ultraviolet (“UV”) treatment for the removal of N-19 

nitrosodimethylamine (“NDMA”), and Air Stripping for volatile organic compound 20 

                                            
65 Table 7, Exhibit SG-6 (Reiker), PDF page 35 indicates that the requested Operations Analyst position 
has already been filled. 
66 Exhibit SG-9 (Zvirbulis), PDF page 37, lines 6-15. 
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(“VOC”) treatment. 67  The grant is only sufficient to cover costs up to February 28, 1 

2023,68 which is prior to the beginning of the TY 2023-2024.   2 

In response to discovery,69 SGVWC stated its intention to fill the position by July 3 

1, 2022.  Should this position be filled prior to a decision in this GRC, as SGVWC 4 

intends, Cal Advocates recommends that all relevant forecasts, such as salary and 5 

insurance, be updated to include this new employee position in order to yield more 6 

accurate forecasts, and thus, more accurate rates for ratepayers.  7 

B. Operations Analyst Position 8 
SGVWC hired an Operations Analyst in 2020 to assist the Los Angeles County 9 

Operations Manager with an increasing workload of primarily administrative and analyst 10 

duties associated with the ongoing administration of a number of third-party operating 11 

agreements, grant agreements and other contracts.70  Cal Advocates reviewed SGVWC’s 12 

request and responses to discovery and concluded that its request for one Operations 13 

Analyst position is reasonable, as discussed below.   14 

1. Operations Manager’s Workload 15 
The Operations Manager performed the duties currently held by the newly hired 16 

Operations Analyst in addition to their many other job responsibilities.  According to 17 

SGVWC, until the Operations Analyst was hired, the required administrative workload 18 

interfered with the Operations Manager’s ability to fulfil other management 19 

responsibilities, such as staff development and supervision, executive management 20 

support, project management and planning.71  Over time, these tasks have increased in 21 

                                            
67 Exhibit SG-9 (Zvirbulis), PDF page 37, lines 6-15. 
68 Attachment 6-1: SGVWC’s response to Cal Advocates’ DR LCN-016 (Misc.), Q13a.ii. 
69 Attachment 6-1: SGVWC’s response to Cal Advocates’ DR LCN-016 (Misc.), Q13a. 
70 Exhibit SG-9 (Zvirbulis), PDF page 35. 
71 Attachment 6-2: SGVWC’s response to Cal Advocates’ DR LCN-007 (Additional Employees), Q1a. 
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scope and complexity, requiring the dedication of significant time and effort, which 1 

interferes with the Operations Manager’s ability to fulfill other duties and responsibilities, 2 

such as, overall management, supervision and administration of the Operations 3 

Department, project management and budgeting, operations contracts and management 4 

support.72   5 

In response to discovery,73 SGVWC specified that considerable effort is required 6 

on a monthly basis to review and prepare third-party recoverable cost billings associated 7 

with operations, maintenance an capital improvements related, but not limited to, the 8 

Baldwin Park Operable Unit, South El Monte Operable Unit, Puente Valley Operable 9 

Unit, and Whittier Narrows Operable Unit.  Furthermore, significant documentation and 10 

effort is required to prepare invoices and billings related to many grant SGVWC has 11 

applied for and has been awarded.74  These grants also require the preparation of 12 

operational reports, attendance at technical advisory committee meetings, stakeholder 13 

advisory committee meetings, tracking and ensuring labor compliance, and project 14 

management.75  Such grants include those for the Plant B24 Hydroelectric Station 15 

(California Energy Commission - $500,000; Self Generation Incentive Program - 16 

$43,000; Federal Tax Credit - $160,000), Plant B6 1,4 Dioxane and 17 

Nitrosodimethylamine UltraViolet Light Flex Modular Demonstration Project 18 

($1,424,959) and Whittier Narrows Operable Unit Treatment for Drinking Water End 19 

Use ($7,103,433).76 20 

When questioned why SGVWC did not consider adding an Operations Analyst 21 

position prior to 2020 if the Operations Manager’s workload had been continually 22 

                                            
72 Exhibit SG-9 (Zvirbulis), PDF page 35. 
73 Attachment 6-2: SGVWC’s response to Cal Advocates’ DR LCN-007 (Additional Employees), Q1b. 
74 Attachment 6-2: SGVWC’s response to Cal Advocates’ DR LCN-007 (Additional Employees), Q1b. 
75 Attachment 6-2: SGVWC’s response to Cal Advocates’ DR LCN-007 (Additional Employees), Q1b. 
76 Attachment 6-2: SGVWC’s response to Cal Advocates’ DR LCN-007 (Additional Employees), Q1b. 



6-4 

increasing over a period of time, SGVWC stated that it led to a gradual need for 1 

administrative and analyst support.77  During that time, a number of key positions in the 2 

Operations Department were newly promoted following the retirement of longtime 3 

employees, and thus, filling those positions and training and developing those individuals 4 

took precedence, in turn inadvertently delaying efforts to fill the Operations Analyst 5 

position.78  However, it became a primary objective in 2020.79 6 

2. Operations Analyst’s Duties 7 
The Operations Analyst is responsible for a variety of tasks and duties which may 8 

include, but are not limited to, providing administrative and analyst support in the 9 

preparation of Professional Service Agreements and Work Authorizations for the many 10 

Operations Department repair and improvement projects, operating agreements 11 

administered by the Operations Department, assisting with maintenance of all accounting 12 

records and subsidiary ledgers in compliance with the Commission’s Uniform System of 13 

Accounts for Water Utilities, assisting with month-end closing and the preparation of 14 

financial reports, including the Annual Financial Report of Class A Water Companies as 15 

required by the California Public Utilities Commission (“CPUC”), analyzing cost of 16 

operation and maintenance of treatment plants, preparation of invoices and monitoring 17 

collections and review of third-party contracts with managers and supervisors to ensure 18 

compliance with contract terms and conditions, organizing, maintaining, and 19 

electronically tracking all contracts and related documents, preparation of memorandums 20 

and analytical studies as necessary and maintenance of and updating records of all 21 

correspondence related to contact activity.80   22 

                                            
77 Attachment 6-2: SGVWC’s response to Cal Advocates’ DR LCN-007 (Additional Employees), Q1c. 
78 Attachment 6-2: SGVWC’s response to Cal Advocates’ DR LCN-007 (Additional Employees), Q1c. 
79 Attachment 6-2: SGVWC’s response to Cal Advocates’ DR LCN-007 (Additional Employees), Q1c. 
80 Exhibit SG-9 (Zvirbulis), PDF page 36. 
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3. Alleviated Workload 1 
SGVWC states that the addition of the Operations Analyst position to the 2 

Operations Department proved to be extremely helpful and improved the department’s 3 

responsiveness related to issuing timely third-party billings, preparation and 4 

administration of Operations Department contracts and other assignments.81  5 

IV.  CONCLUSION 6 

The Commission should approve $9,115,646 in Payroll expenses for TY 2023-7 

2024.  The Commission should authorize one Water Treatment Operator and one 8 

Operations Analyst position.82  The Commission should adopt this recommendation 9 

because it addresses the need for additional staffing for the operation of the new 10 

treatment facilities. 11 

                                            
81 Exhibit SG-9 (Zvirbulis), PDF page 36. 
82 Table 7, EXHIBIT SG-6 (Reiker), PDF page 35 indicates that the requested Operations Analyst 
position has already been filled. 
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Attachment 6-1: SGVWC’s Response to Cal Advocates’ 
DR LCN-016 (Misc.), Q13. 
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Attachment 6-2: SGVWC’s Response to Cal Advocates’ 
DR LCN-007 (Additional Employees), Q1. 
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CHAPTER 7 UTILITY PLANT-IN-SERVICE 1 

I. INTRODUCTION 2 

This chapter discusses California Public Advocates Office’s (“Cal Advocates”) 3 

recommended budget and supporting analysis for capital projects during the years 2022 4 

to 2024.  Cal Advocates uses the recommended budget in this chapter as a component to 5 

calculate the rate base forecast for SGVWC Valley Water Company’s (“SGVWC” or 6 

“San Gabriel”) Los Angeles County (“LA”) division in the Test Years: 2023-2024 and 7 

2024-2025.   8 

II. SUMMARY OF RECOMMENDATIONS 9 

The Commission should adopt Cal Advocates’ recommended capital budget as 10 

shown in row 2 of the table below: 11 

Table 7-1: Capital Budget83 12 

 (A) 
Description 

(B) 
2022 

(C) 
2023 

(D) 
2024 

(E) 
2025 

1 SGVWC84  $30,949,000  $31,169,000  $37,502,000  $44,805,000  

2 Cal Advocates85 $22,312,000 $18,222,000 $23,002,000 $23,817,000 

3 SGVWC >  
Cal Advocates 

$8,637,000 $12,947,000 $14,500,000 $20,988,000 

4 Cal Advocates as  
% of SGVWC 

72% 58% 61% 53% 

 13 

The Commission should adjust SGVWC’s proposed capital budget, as follows: 14 

• Remove all amounts for contingency from the capital budget because 15 
contingency amounts should not be funded by ratepayers. 16 

                                            
83 This amount excludes SGVWC’s estimates for contributions in aid of construction (“contributions”).  
Cal Advocates does not recommend reductions to SGVWC’s estimates for contributions. 
84 SGVWC’s Workpapers, file “GRCWorkpapers – 2022.xlsx,” tab “P1,” column AL, rows 93, 159, 225, 
and 291. 
85 Attachment 7-1: Cal Advocates Capital Budget by Plant Site and Account. 
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 1 
• Adjust the escalation of SGVWC’s capital projects in 2023 to 2025 based 2 

on the non-labor composite factor used by the Commission for expense 3 
escalation. 4 
 5 

• Remove $200,000 in 2022, $6.7 million in 2023, and $7 million in 2024 6 
from SGVWC’s forecasted capital budget for treatment systems that 7 
remove perfluorooctanesulfonic acid (“PFOS”) and perfluorooctanoic acid 8 
(“PFOA”) because there are no applicable maximum contaminant levels 9 
(MCLs) for these substances and the LA division has adequate supply 10 
capacity without installing most of the new treatment systems.  SGVWC 11 
should first attempt to fund the remaining treatment system from public 12 
grants. 13 
 14 

• Remove $1.7 million in 2022 and $1 million in 2023 from the mains 15 
pipeline budget to remove new proposed mains that are not needed to 16 
maintain adequate supply. 17 
 18 

• Reduce the cost of the project at Plant No. 7 to $3.8 million to account for 19 
the correct amount from contributions and establish a completion date for 20 
mid-2024.  SGVWC’s proposed $5.9 million cost estimate in 2022 for this 21 
project should be denied. 22 
 23 

• Remove $850,000 for the project at Plant No. 14 in 2023, $6 million for the 24 
projects at Plant B15 and M1 in 2024, and $12.7 million for the projects at 25 
Plant No. 13, B14, and W6 in 2025 from the capital budget because the 26 
Commission already included these projects in customer rates expecting 27 
they would be completed and providing direct benefits to customers during 28 
the 2019 GRC cycle.  Because these projects still have not been completed, 29 
the Commission should instead remove them from rate base in this GRC.  30 
In a subsequent GRC application, the utility can request to place these 31 
projects into rate base after it completes these projects, and the Commission 32 
can conduct its prudency review at that time. 33 
 34 

• Reduce the cost estimate for the project at Plant M4 to $0 in 2024 and $1.8 35 
million in 2025 because of SGVWC’s plans to acquire and use the Hillside 36 
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Reservoir instead of building a second reservoir.  SGVWC’s proposed 1 
$450,000 in 2024 and $5.7 million in 2025 cost estimates should be denied. 2 
 3 

• Reduce the cost estimate for meters to $795,000 in 2022, $1,320,000 in 4 
2023, $840,000 in 2024, and $865,000 in 2025, to conform to the 15-year 5 
installation schedule previously proposed by SGVWC and adopted by the 6 
Commission.  SGVWC’s proposed cost estimates of $1,485,000 in 2022, 7 
$2,015,000 in 2023, $1,545,000 in 2024, and $1,576,000 in 2025, should be 8 
denied. 9 
 10 

• Remove $150,000 in 2022 and $150,000 in 2023 for SGVWC’s proposed 11 
Office Space Study from the capital budget because SGVWC should 12 
instead close the study to Plant-in-Service after SGVWC completes office 13 
space designed according to the study.  The Commission should also 14 
disallow the former Office Space Study that was completed in 2020 15 
because it does not provide any ratepayer benefit. 16 
 17 

• Reduce SGVWC’s vehicle budget to $77,000 for the year 2025 because one 18 
vehicle SGVWC proposes for replacement is not estimated to meet its 19 
replacement criteria until after mid-2026.  SGVWC’s proposed cost 20 
estimate of $304,000 for the LA Division’s vehicle budget in 2025 should 21 
be denied. 22 
 23 

• Adopt SGVWC’s proposed Administrative Expense Transferred of 24 
$4,039,630 for the Test Year 2023-2024 despite the adjusted capital budget 25 
to account for expenses transferred to projects that SGVWC will continue 26 
but that are not forecasted as Plant-in-Service in this GRC cycle.  27 

III. ANALYSIS  28 

The following sections discuss the adjustments that the Commission should make 29 

to SGVWC’s proposed capital budget involving contingency, escalation, PFOS/PFOA 30 

treatment systems, the reservoir at Plant No. 7, repeated projects, the project at Plant M4, 31 

meters, the Office Space Study, vehicles, and the Administrative Expense Transferred. 32 
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A. Contingency 1 
The Commission should remove all amounts for contingency from the forecasted 2 

capital budget.  In each of the cost estimates for its proposed capital projects, SGVWC 3 

includes amounts for contingency.  SGVWC uses contingency as a placeholder for 4 

unforeseen project components at the time of budgeting.  In effect, contingency accounts 5 

for project cost overruns that may or may not occur.   6 

For each project, SGVWC calculates the contingency as a percentage, such as 5%, 7 

10%, or 15%, of the project’s base construction cost.86  For example, for the construction 8 

phase of the treatment system that SGVWC proposes for Plant B24, SGVWC estimates 9 

that the project will have a base construction cost of $1 million.  To this amount, 10 

SGVWC adds $366,000 for various other cost components, including inspection and 11 

testing, construction management, and administrative overhead.  Finally, SGVWC adds 12 

15% of the $1 million, or $150,000, to the cost estimate as contingency to cover costs 13 

that it did not anticipate at the time of budgeting.87  The table below shows how a capital 14 

project’s contingency, and other cost components are calculated from the base 15 

construction cost: 16 

Table 7-2: Cost Estimate for Proposed Treatment System at Plant B24 17 

 (A) 
Cost Component 

(B) 
Cost Component 

Percentage of Base 

(C) 
Cost Estimate 

1 Base Construction Cost  $1,000,000 

2 Other Cost Components 
such as Inspection and 
Testing and Overheads 

36.6% $366,000 

3 Contingency 15% $150,000 

4 Total  $1,516,000 

 18 

                                            
86 SGVWC’s project cost estimates are located as enclosures throughout its Exhibit SG-8, Attachments B, 
C, and D.  
87 SGVWC Exhibit SG-8, Attachment C, Plant B24, Enclosure 6 Cost Estimate, p. 2. 
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 The Commission should remove contingency amounts from the adopted capital 1 

budget because ratepayers should not fund project components that are speculative at the 2 

time of budgeting.  Instead, the Commission should adopt a capital budget based only on 3 

forecasted project components that can be reasonably evaluated.  After project 4 

completion, if actual capital project costs exceed forecasted amounts, the utility can seek 5 

further cost recovery in a subsequent GRC.  The Commission then can assess the utility’s 6 

request for prudency and reasonableness. 7 

The Commission has recently considered and removed contingency from capital 8 

budgets.  In a 2021 decision, the Commission stated that budgeting for contingencies is 9 

not necessarily appropriate in a General Rate Case (“GRC”), where the utility must 10 

demonstrate the reasonableness of every dollar in its forecast revenue requirement.88  The 11 

Commission recognized that since contingency allowances are intended to cover 12 

“unforeseen conditions,” contingency amounts are unpredictable, and therefore, a utility 13 

cannot establish the costs for contingency to be reasonable at the time of forecasting.  In 14 

addition, the Commission reasoned that removing the budgeted contingencies should 15 

motivate the utility to remain within its forecasted budget for these projects.  Finally, the 16 

Commission stated that if additional funds become necessary, the utility may seek 17 

reasonable recovery in its next GRC.89 18 

Removing contingency also partly protects customers from overestimated capital 19 

budgets.  The Commission-adopted settlement in SGVWC’s last GRC forecasted 20 

SGVWC’s capital budget with a 10% contingency factor.90  SGVWC’s recorded capital 21 

additions differ from the adopted capital budget SGVWC for many reasons.  SGVWC did 22 

not complete several projects that were forecasted in the prior GRC but did complete 23 

projects that were not forecasted in the prior GRC.  Although many forecasted capital 24 

                                            
88 D.21-08-036, p. 331. 
89 D.21-08-036, p. 331. 
90 D.20-08-006, p. 21. 
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projects exceeded the estimates that SGVWC forecasted in the last GRC, this cost 1 

variance has a smaller effect on the overall capital budget than the completion of projects 2 

that were not previously forecast.   3 

In the LA division, SGVWC records a rate base for years 2020 and 2021 that is 4 

about $9 million dollars above the estimate adopted in the prior GRC,91 but this figure 5 

includes amounts that were not related to the specific capital projects forecasted in the 6 

prior GRC.  Importantly, about $7.5 million of the recorded capital additions were water 7 

rights purchases where SGVWC tracks the revenue requirement in a memorandum 8 

account for separate recovery.92  In addition, the settlement agreement in the prior GRC 9 

deferred the review of capital additions for the Rurban Homes Mutual Water Company 10 

(“Rurban”) that SGVWC acquired in 2019 to the current GRC.93  Besides the cost of 11 

Rurban’s water rights, SGVWC spent about $300,000 to acquire Rurban, and spent an 12 

additional $3.4 million improving the acquired system since 2019.94  Therefore, $3.7 13 

million in rate base that SGVWC spent acquiring and improving water system are also 14 

unrelated to the capital projects that SGVWC previously forecasted.  15 

As explained above, it should have been expected that SGVWC’s recorded rate 16 

base would exceed the estimate adopted in the prior GRC because SGVWC tracks the 17 

revenue requirement of water rights purchases separately and deferred including Rurban 18 

acquisition costs in rate base to this GRC.  If the combined $11.2 million that SGVWC 19 

spent on water rights purchases and costs related to the Rurban acquisition and 20 

improvement were removed from the recorded rate base, the resulting rate base recorded 21 

                                            
91 SGVWC file “GRCWorkpapers – 2022.xlsx,” tab “RB1” cells J39 and K39 show a rate base of 
$208,350,000 for recorded year 2020 and $218,819,000 for 2021.  Using these amounts, the average rate 
base for 2020-2021 would have been $213,585,000 which is about $9 million more than the adopted rate 
base of $204,759,000 as shown by the same tab “RB1,” cell M39. 
92 Attachment 7-2: SGVWC Response to DR AA9-001, Q.3.  See Account “306.1” in 2019 and 2020. 
93 D.20-08-006, p. 15. 
94 Attachment 7-3: SGVWC Response to DR AA9-002, Attachment 2.  
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for the year from mid-2020 to mid-2021 would be lower than the adopted estimate.  As a 1 

result, the rate base that was forecasted with a 10% contingency in the prior GRC was an 2 

overestimate.95 3 

B. Escalation 4 
The Commission should adjust the escalation of SGVWC’s capital projects in 5 

2023 to 2025 based on the non-labor composite factor used by the Commission for 6 

expense escalation. 7 

SGVWC proposes to escalate future project costs based on its calculated increases 8 

in recorded costs of similar projects or items.96  To illustrate, SGVWC compares the 9 

increased cost of a well it completed in 2019 to the relatively lesser cost of a well it 10 

completed in 2018.  SGVWC then creates a trend by projecting the 2018 to 2019 increase 11 

each year all the way to 2025.  Using this methodology, SGVWC proposes an annual 12 

13% escalation factor for wells in its capital budget.97  Based on the same methodology, 13 

SGVWC proposes escalation factors ranging from 8% to 17% for the other budget 14 

items.98 15 

The Commission should use the escalation factor of 2.8% for capital projects 16 

forecasted in this GRC after the year 2022.  This is the average of the non-labor 17 

composite escalation rates for the years 2023 to 2025 from Cal Advocates’ December 15, 18 

2021 Memo.99  In these monthly memos, Cal Advocates provides the Commission’s 19 

water industry staff with historical and forecasted annual changes in labor and the prices 20 

for material and supply purchases.   21 

                                            
95 See also the discussion of historical CWIP in the chapter on rate base in this report (Chapter 10) for 
projects that should be recovered from contributions. 
96 SGVWC Exhibit SG-8, pp. 38-39. 
97 SGVWC Exhibit SG-8, pp. 42-43. 
98 SGVWC Exhibit SG-8, p. 45. 
99 SGVWC “GRCWorkpapers – 2022.xlsx,” tab “GI1,” column L, rows 28 to 32. 
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The non-labor composite rate is an appropriate escalation factor for capital 1 

projects from 2023 to 2025 as it has been recently proposed and used by other Class A 2 

water utility districts.  California Water Service Group (“Cal Water”) is the largest class 3 

A water company that is regulated by the Commission.  Cal Water’s multiple service 4 

areas include the East Los Angeles District which neighbors SGVWC’s LA division.  5 

Cal Water proposes using a 2.5% escalation factor for capital projects forecasted in its 6 

2021 GRC.  Specifically, Cal Water justifies its use of the escalation factor because it is 7 

based on the non-labor composites from earlier Cal Advocates memos.100  Indeed, Cal 8 

Water’s proposed 2.5% factor is lower than the 2023 to 2025 average of 2.8%.  Since 9 

SGVWC is operating in nearly the same years and economic conditions as Cal Water, 10 

the Commission should adopt the 2.8% factor for SGVWC’s capital budget.   11 

C. PFOS and PFOA Treatment 12 
The Commission should remove $200,000 in 2022, $6.7 million in 2023, and $7 13 

million in 2024 for the PFOS and PFOA treatment systems at Plants No. 1 and No. 11 14 

from the capital budget and disallow costs for the treatment system construction work-in-15 

progress (“CWIP”) at Plant W6 and Plant No. 2 because there are no established 16 

applicable maximum contaminant levels (“MCLs”) in place, because SGVWC should 17 

first attempt to fund treatment systems it chooses to install from public grants, and 18 

because the LA division has adequate supply capacity without installing most of the new 19 

treatment. 20 

SGVWC has recorded about $3.6 million in CWIP for the treatment system at 21 

Plant W6 and about $3.5 million for the treatment at Plant No. 2,101 and forecasts another 22 

$6.7 million and $7.6 million for its proposed treatment systems at Plant No. 1 and Plant 23 

No. 11 respectively.102  24 

                                            
100 Attachment 7-4: Cal Water Response to DR SIB-037, Q.1.  
101 Attachment 7-5: SGVWC Response to DR AA9-001, Q.1.a 
102 SGVWC Exhibit SG-8, pp. 60 and 63. 



7-9 

There is no existing MCL for PFOS and PFOA that establishes at what level it is 1 

economically feasible to install treatment.  MCL development for PFOS and PFOA is an 2 

ongoing scientific process.  Neither the United States Environmental Protection Agency 3 

(“EPA”) nor the California State Water Resources Control Board (“SWRCB”) have 4 

released MCLs as of July 2022.  If SGVWC’s proposed long-term, multimillion dollar 5 

treatment systems are funded from customer rates before applicable MCLs are released, 6 

then customers may end up paying for treatment systems on wells that comply with the 7 

eventual MCLs.  For example, SGVWC reports that it has detected PFOS and PFOA 8 

concentrations of up to 12 Parts Per Trillion (“ppt”) at the wells at Plant No. 2.103  If the 9 

EPA and SWRCB were to adopt PFOS and PFOA MCLs of 13 ppt or higher, then none 10 

of the wells at Plant No. 2 would exceed the applicable MCLs.  It would be most 11 

reasonable for SGVWC to first attempt to fund its proposed treatment systems from 12 

government grants.  13 

On June 15, 2022, the federal government of the United States announced that it 14 

was dedicating $1 billion for treatment systems to remove PFOS and PFOA from 15 

drinking water sources.  This $1 billion is the first of a current total of $5 billion to be 16 

distributed by states to water systems as part of the Emerging Contaminants in Small or 17 

Disadvantaged Communities Grant program from 2022 to 2026.104  Additionally, the 18 

State of California has set aside $100 million for technical and financial assistance to 19 

drinking water systems to address PFOS and PFOA from 2022 to 2024.105  In recognition 20 

of these available funding programs for treatment systems, the Commission should not 21 

prematurely include costs for PFOS and PFOA treatment systems in rate base.  22 

                                            
103 SGVWC Exhibit SG-8, p. 57, Table 5. 
104 Attachment 7-6 “Emerging Contaminants (EC) in Small or Disadvantaged Communities Grant 
(SDC)” United States EPA. https://www.epa.gov/dwcapacity/emerging-contaminants-ec-small-or-
disadvantaged-communities-grant-sdc#applicants1 
105 Attachment 7-7: “Notice of Staff Workshop Per- and Polyfluoroalkyl Substances (PFAS) Funding” 
Revised June 16, 2022. SWRCB. 
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In addition, SGVWC has redundant source capacity in the LA division and can 1 

meet demands without supplying water above the PFOS or PFOA Notification Levels.  2 

As a result of PFAS contamination, SGVWC has currently taken Wells 1E, 11B, 11C, 3 

and the three wells at Plant No. 2 out of service.106  In addition, SGVWC has not yet 4 

placed Well 1F into service after constructing it because of contamination.  However, 5 

SGVWC has continued using several wells where it detected PFOS and PFOA by 6 

blending the water together with the production at other wells.  In this way, SGVWC 7 

currently uses Wells 1B, 1D, 11A, and 11D.107  As a result, SGVWC has enough source 8 

capacity to meet its high standard of firm supply capacity above the Maximum Day 9 

Demand and Fire Flow.   10 

For example, in the Zone 1 West where all the affected wells serve, except those at 11 

Plants W1 and W6, SGVWC has a planned maximum day demand plus maximum fire 12 

flow of 19,648 gallons per minute (“gpm”).108  Even with the wells listed above currently 13 

out-of-service, the Zone 1 West has a supply capacity of 23,650 gpm, representing a 20% 14 

safety buffer.  The table below summarizes the remaining capacity of the numerous 15 

sources of supply after removing all the wells which are out-of-service due to PFOS and 16 

PFOA above the Notification Level and that are not being blended with other sources: 17 

                                            
106 Attachment 7-8: SGVWC Response to DR AA9-004, Attachment C.  
107 Attachment 7-8: SGVWC Response to DR AA9-004, Attachment C. 
108 SGVWC Exhibit SG-8, Attachment E, p. 8-3. 
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Table 7-3: Water Supply Analysis for Zone 1 West 1 

 

(A)  
Existing Supply Source 

(B)  
Total 
Capacity109 
(gpm) 

(C)  
Available Capacity 
(gpm) 

1 Well 1B 1,533 1,533 
2 Well 1D 2,604 2,604 
3 Well 1E 3,215 Out of Service 
4 Well 1F 2,500 Out of Service 
5 Well 2D 2,500 Out of Service 
6 Well 2E 2,500 Out of Service 
7 Well 2F 2,160 Out of Service 
8 Well 8B 992 992 
9 Well 8C 1,342 1,342 
10 Well 8D 1,920 1,920 
11 Well 8E 2,704 2,704 
12 Well 8F 3,107 3,107 
13 Well 11A 2,219 2,219 
14 Well 11B 1,800 Out of Service 
15 Well 11C 977 Out of Service 
16 Well 11D 1,710 1,710 
17 Well G4A 1,019 1,019 
18 Pump Station B27B1 Transfer 1,500 1,500 
19 Pump Station B27B2 Transfer 1,500 1,500 
20 Pump Station B27B3 Transfer 1,500 1,500 
19 Total 39,302 23,650 
20 Is greater than MDD+FF110 of 

19,648? Yes Yes 
  2 

The Commission should also remove costs for the treatment system at Plant W6 3 

because SGVWC should first attempt to recover funding for this project from 4 

government grants discussed above.  Unlike the wells at Plants No. 1, 2, and 11, the wells 5 

at Plant W6 do not serve Zone 1 West.  While the water supply analysis in Table 7-3 6 

                                            
109 SGVWC Exhibit SG-8, Attachment E, p. 8-3. 
110 MDD+FF is maximum day demand plus maximum fire flow demand. 
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above does not apply to the zone served by Plant W6, costs for the treatment system to 1 

remove PFOS and PFOA should be removed from rate base given that SGVWC could 2 

receive government grants for this system.  In addition to the cost of acquiring and 3 

installing the treatment system, SGVWC includes an additional $21,691 in CWIP to 4 

support its application to the California government for funding for this same treatment 5 

system.  Therefore, SGVWC has already begun the process of applying for government 6 

funding for this treatment system.  For these reasons, the Commission should remove the 7 

cost estimates for PFOS and PFOA treatment systems. 8 

D. Mains Projects 9 
The Commission should remove the mains projects to connect Plant W1 to Plant 10 

W6 and to connect Plant B4 to Plant B6 from the capital budget in the LA division.  The 11 

following table shows the comparison between SGVWC’s proposed mains budget and 12 

Cal Advocates’ recommended reductions of $1.7 million in 2022 for the Plant W1 to W6 13 

mains project, and $1 million in 2023 for the Plant B4 to B6 mains project, as well as 14 

adjustments due to contingency and escalation. 15 

Table 7-4: Mains Budget 16 

 (A) 
 

(B) 
2022 

(C) 
2023 

(D) 
2024 

(E) 
2025 

(F) 
Total 

1 SGVWC $11,325,000 $11,590,000 $12,610,000 $13,635,000 $49,160,000 

2 Cal Advocates $8,755,000 $8,730,000 $10,240,000 $10,135,000 $37,860,000 

3 SGVWC >  

Cal Advocates 

$2,570,000 $2,860,000 $2,370,000 $3,500,000 $11,300,000 

4 Cal Advocates 
as % of 
SGVWC 

77% 75% 81% 74% 77% 

 17 

There is no need to install a pipeline to treat the supply from wells at Plant B4 to 18 

the Plant B6 treatment systems.  SGVWC’s own supply analysis shows that there is a 19 

water supply surplus in the zone that was served by the Plant B4 wells.  The zone served 20 
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by Plant B4 had a 4,321-gpm supply surplus in 2021, and this is expected to increase to 1 

an 11,108-gpm surplus after SGVWC completes projects in the same zone by 2022.111  2 

This supply surplus exists even without the wells at Plant B4 in service.  As a result, there 3 

is no need to bring the inactive wells at Plant B4 back into service. 4 

Similarly, there is no need to install a pipeline to treat supply from the well at 5 

Plant W1 with treatment systems at Plant W6.  The zone served by Plant W1 is also 6 

served by Plant W6.  From January 2020 to July 2021, SGVWC was able to supply the 7 

zone served by Plants W1 and W6 by transferring water from other parts of the system.112  8 

Due to recent improvements at Plant W6, including an ultraviolet treatment system, this 9 

zone’s supply capacity has increased to 4,816 gpm plus any flow that can be transferred 10 

to this zone.  This is greater than the zone’s 4,507-gpm demand.113  SGVWC also plans 11 

to make a further 2,000 gpm of supply available to this zone as part of the Plant B28 12 

project scheduled to be completed in 2022.114  This interzonal transfer would make 13 

further investments in capacity for the zone that Plant W1 serves unnecessary.   14 

Finally, the well at Plant W1 is out-of-service because of a detection of PFOS and 15 

PFOA above the current Notification Levels for each contaminant.115  However, there is 16 

no guarantee that the MCL, when adopted, will be lower than the detected levels at Plant 17 

W1.  It is premature to include a permanent pipeline investment in rate base before an 18 

applicable MCL has been released. 19 

                                            
111 SGVWC Exhibit SG-8, Attachment E, p. 8-3, row “Zone 1 East Grouped Subtotal,” columns “Supply 
Balance (gpm)” and “Proposed Well Capacity (gpm).” 
112 Attachment 7-9: SGVWC Response to DR AA9-004, Partial Response, Q.6. 
113 SGVWC Exhibit SG-8, Attachment E, p. 8-3, row “Zone 1 Whittier,” column “Total Required 
Capacity.” 
114 SGVWC Exhibit SG-8, Attachment E, p. 8-2. 
115 SGVWC Exhibit SG-8, p. 57. 
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E. Plant No. 7 1 
The Commission should reduce the cost of the project at Plant No. 7 to $3.8 2 

million to account for the correct amount from contributions and should forecast a 3 

completion date for the year 2024.  The utility’s requested $5.9 million in 2022 for the 4 

new reservoir should be denied. 5 

SGVWC should collect a larger share of the reservoir No. 7 project from 6 

contributions in aid of construction.  SGVWC states that 10% of the new reservoir 7 

storage will cover the existing storage deficiency in the zone.  As a result, SGVWC plans 8 

to recover 10% of the cost as a contribution from the customer, a college, served by Plant 9 

No. 7. 10 

SGVWC plans to build a second reservoir at Plant No. 7 for two reasons.  First, 11 

SGVWC states it does not have enough fire storage capacity to supply the fire flow 12 

requirements of the college it serves.  Second, SGVWC states it plans to temporarily 13 

remove the first reservoir from service to rehabilitate it and extend its useful life.116  As a 14 

result, SGVWC plans to split the funding for the second reservoir between the customer 15 

served by Plant No. 7 and ratepayers at large.  SGVWC’s 10% funding from the 16 

customer contributions is based on the calculated storage deficit. 17 

The Commission should use the fire flow storage requirement identified in 18 

SCVWC’s Master Plan, not another study that would pass more costs on to ratepayers at 19 

large.  SGVWC states that the 10% storage deficit is supported by an analysis performed 20 

by a consultant, Civiltec.  However, SGVWC’s Master Plan also states that its in-house 21 

analysis found a larger storage deficit.  SGVWC did not include the Civiltec or the in-22 

house analysis in its application.  SGVWC only provided its Master Plan analysis, which 23 

shows a greater storage deficit than either the Civiltec or in-house analyses due to a fire 24 

flow requirement of 4,000 gpm.117  The following table shows the calculation of the 25 

                                            
116 SGVWC Exhibit SG-8, pp. 61-63. 
117 SGVWC Exhibit SG-8, Attachment E, p. 8-9, fn. 4. 
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storage deficit in million gallons (MG) using the Master Plan’s water storage requirement 1 

and Cal Advocates’ adjustments to it: 2 

Table 7-5: Plant No. 7 Service Area Storage Analysis 3 

 (A) 
 

(B) 
Operational 

Storage (MG) 

(C) 
Emergency 

Storage (MG) 

(D) 
Fire Storage 

(MG) 

(E) 
Total Storage 

(MG) 
1 Master Plan 0.05 0.09 0.96 1.09 

2 Cal Advocates 0.02 0 0.96 0.98 

3 Existing Plant No. 7 Storage 0.75 

4 Deficit = Cal Advocates Total – Existing Plant No. 7 Storage 0.23 

 4 

After making Cal Advocates’ adjustments to SGVWC’s Master Plan analysis,118 5 

the storage deficiency would be 38% of the planned storage of the new reservoir.119 6 

SGVWC should therefore estimate that 38% of the planned storage should come from 7 

contributions. 8 

In addition, SGVWC should forecast the completion of this reservoir in mid-2024 9 

which is a more realistic schedule than 2022.  SGVWC plans to clear land, pave, grade, 10 

and build a second reservoir at the site all in 2022.  However, when Cal Advocates visited 11 

the site of the proposed reservoir on March 30, 2022, SGVWC had not yet begun 12 

construction.  Nor was the site cleared and prepared for this major construction.  SGVWC 13 

has a pattern of not completing reservoirs for its LA division according to schedule such 14 

                                            
118 Cal Advocates uses an operational storage requirement of 4 hours multiplied by the difference 
between peak hour demand and maximum day demand and no emergency storage requirement because of 
SGVWC’s investments in emergency generators at many well sites.  See Chapter 7 of the Public 
Advocates Office Report on Results of Operation of the Fontana Division for a discussion of Cal 
Advocates’ storage analysis. 
119 The planned storage of the new reservoir is 0.60 MG, and the existing storage deficit is 0.23 MG.  
Therefore, 0.23 of the 0.60 MG-capacity of the new reservoir, or 38%, will be addressing the existing 
storage deficit.  
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as those at Plants No. 13, 14, B14, and B15.120  For these reasons, the Commission 1 

should move the completion schedule of the second reservoir at Plant No. 7 to mid-2024.  2 

Moving the completion schedule to 2024 would ensure that ratepayers do not pay for the 3 

new reservoir at Plant No. 7 before it is likely to be complete and providing them 4 

benefits. 5 

F. Previously Authorized Repeated Projects 6 
The Commission should remove $850,000 for the project at Plant No. 14 in 2023, 7 

$6 million for the projects at Plant B15 and M1 in 2024, and $12.7 million for the 8 

projects at Plant No. 13, B14, and W6 in 2025 from the capital budget. These projects 9 

include already authorized and funded but re-requested upgrades and replacements for 10 

reservoirs at Plants No. 13, 14, B14, B15, and booster stations at Plants M1 and W6.  It is 11 

not reasonable to keep including these projects in rate base and in rates when ratepayers 12 

derive no benefit.  Once these projects are completed and used and useful, the 13 

Commission, after its prudency and reasonableness review in a subsequent GRC, can 14 

include the reasonable costs for these projects in the rate base.  15 

SGVWC identifies that it has not completed several projects that comprised the 16 

forecasted budget adopted by the Commission in the prior GRC, including projects for 17 

reservoirs, booster pumps, and a booster station.121  The delay of the reservoirs at Plant 18 

No. 13, B14, and B15 occurred despite the Commission adopting and ratepayers funding 19 

in rates specific capital budgets for design and permitting two GRC cycles ago.122  20 

Further, in this GRC, SGVWC states that it will have to complete work on Plant No. 12 21 

                                            
120 Only the new reservoir at Plant No. 14 will be complete by 2022 despite SGVWC forecasting 
reservoir completion for all these projects by 2022.  See D.20-08-006, pp. 24-25 and 27-29. 
121 SGVWC Exhibit SG-8, p. 48, Table 4. 
122 Attachment 7-10: SGVWC A.19-01-001 Exhibit SG-7 Excerpt, p. 27. 
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and a related pipeline before it can begin, let alone complete, the reservoir replacement at 1 

Plant No. 13.123 2 

Ratepayers should not be asked to fund projects twice before receiving any 3 

benefits.  The Commission authorized increased rates based on SGVWC’s testimony and 4 

forecast for capital projects in the 2019 GRC.  Since rates for the test years are based on 5 

forecasts, ratepayers pay for projects even where a utility fails to complete a project 6 

within the forecasted time period.  Even if the utility completes the project in the 7 

following GRC cycle, ratepayers still experience a gap between paying for costs and 8 

receiving benefits.  Instead of raising rates again in anticipation of the same projects, the 9 

Commission should account for the completed plant additions in the next GRC after 10 

reviewing the reasonableness of the actual costs. 11 

The Commission should review SGVWC’s proposed repeated projects and 12 

remove costs for project items beyond the year 2022.  Specifically, the Commission 13 

should adopt no more than the amounts in row 3 of the following table, which includes 14 

the project components that are scheduled to be in service by 2022 but adjusted for 15 

contingency and escalation:  16 

Table 7-6: Repeated Project Cost Estimates 17 

 (A) (B) 
Plant No. 

14 

(C) 
Plant M1 

(D) 
Plant B15 

(E) 
Plant B14 

(F) 
Plant No. 

13 

(G) 
Plant W6 

1 New 
Schedule 

2022-2023 2024 2022-2024 2022-2025 2025 2022-2025 

2 SGVWC $2,000,000 $200,000 $5,895,000 $6,225,000 $3,415,000 $3,075,000 

3 Cal 
Advocates 

$1,105,000 0 $135,000 $330,000 0 $210,000 

2 SGVWC 
> 
Cal 
Advocates 

$895,000 $200,000 $5,760,000 $5,895,000 $3,415,000 $2,865,000 

                                            
123 SGVWC Exhibit SG-8, p. 64.  
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G. Plant M4 1 
The Commission should reduce SGVWC’s cost estimate for the project at Plant 2 

M4 to $0 in 2024 and $1.8 million in 2025 because of SGVWC’s plans to acquire and use 3 

the Hillside Reservoir instead of building a second reservoir.  The utility’s requested 4 

$450,000 in 2024 and $5.7 million in 2025 for two reservoirs and related site 5 

improvements to replace the existing reservoir should be denied. 6 

SGVWC is currently pursuing an alternative to the proposed second reservoir and 7 

related improvements at Plant M4.  According to SGVWC’s testimony and filings in the 8 

City of Montebello Water System acquisition proceeding, one of the purported benefits 9 

of the acquisition is the elimination of the project at Plant M4.124  In this GRC, 10 

SGVWC’s master plan states that it may not need to complete the proposed Plant M4 11 

project if it purchases the City of Montebello water system.125  Following the acquisition, 12 

SGVWC plans to use the nearby Montebello reservoirs while removing SGVWC’s 13 

existing Reservoir M4 from service for rehabilitation or replacement.  As of July 2022, 14 

the Montebello acquisition is still under consideration.  Nevertheless, SGVWC’s proposal 15 

to forecast the Plant M4 project in this GRC, if adopted, would increase rates before 16 

knowing whether the project would be needed. 17 

Regardless of the pending Montebello acquisition, the Commission should not 18 

forecast this uncertain project.  Even if SGVWC does not acquire the City of Montebello 19 

water system, it can still cooperate with the City of Montebello to use the City’s water 20 

system storage surplus.  SGVWC and the City of Montebello have an existing agreement 21 

where Montebello benefits from the surplus well capacity of SGVWC infrastructure.  22 

Currently, the northern area of the Montebello water system does not have wells and it 23 

purchases its water supply through an interconnection with SGVWC.126  SGVWC has 24 

                                            
124 Attachment 7-11: SGVWC A.20-10-004 Opening Brief Excerpt, pp. 24-25. 
125 SGVWC Exhibit SG-8, Attachment E, p. 8-9. 
126 SGVWC Exhibit SG-6, p. 11. 
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stated that connecting with the Montebello water system is technically possible but 1 

depends on Montebello’s authorization.127  The zone served by Reservoir M4 is entirely 2 

within the City of Montebello.128  Therefore, residents of Montebello, who own the 3 

City’s water system but are within SGVWC’s service area, would benefit from an 4 

agreement where SGVWC would temporarily use the Montebello surplus reservoir 5 

capacity while rehabilitating Reservoir M4.  If the acquisition does not occur, SGVWC 6 

should still provide evidence that the City of Montebello denied such an agreement 7 

before committing to building a second reservoir at Plant M4.  8 

In any case, the Commission should adopt a $1.8 million budget to rehabilitate the 9 

existing reservoir at Plant M4 in lieu of SGVWC’s proposed project.  Notwithstanding 10 

SGVWC’s claim that the acquisition would eliminate the full $6.1 million estimate for 11 

this project, SGVWC will still need to rehabilitate the existing reservoir.  12 

H. Meters 13 
The Commission should reduce SGVWC’s cost estimate for meters to conform to 14 

the previously decided 15-year schedule.  Cal Advocates does not oppose SGVWC’s 15 

proposal to purchase a new meter test bench.  16 

SGVWC proposes to accelerate its installation schedule for its automated meter 17 

reading (“AMR”) meters to a 6 to 8-year schedule.129  SGVWC previously planned to 18 

install its AMR meters over a 15-year schedule.  Over the first four years of this schedule, 19 

SGVWC has installed a total of 10,700 AMR meters. 20 

Installing AMR meters over a 15-year period is reasonable and should be 21 

continued.  Meters have a 15-year service life.130  Replacing meters more aggressively 22 

means that existing meters are retired early.  Although SGVWC may repurpose a few 23 

                                            
127 Attachment 7-12: SGVWC A.20-10-004 Response to DR AA9-01 Excerpt, Q.2.e. 
128 Compare SGVWC Exhibit SG-8, Attachment E, p. ES-8, Figure ES.5, and p. 1-5, Figure 1.1. 
129 SGVWC Exhibit SG-9, p. 26. 
130 SGVWC Exhibit SG-9, p. 26. 
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mechanical meters, mathematically, the accelerated schedule’s high replacement rate will 1 

result in thousands of meters being disposed of years before the end of their 15-year 2 

service life.  3 

As stated by SGVWC, utilities are encouraged to carefully invest in technologies 4 

that benefit customers, lower costs, and advance conservation.131  Spreading out the 5 

installation of meters according to the previously adopted replacement schedule would 6 

also allow SGVWC to have more time to react to unexpected AMR challenges.  AMR 7 

technology is substantially different than mechanical meters because it relies on batteries.  8 

The Commission should be aware that AMR has different risks than mechanical 9 

meters.  Most prominently, in its 2018 and 2021 GRCs, Liberty Utilities (Park Water 10 

Company) and its affiliate, Liberty Utilities (Apple Valley Ranchos Water Company), 11 

faced unexpected premature failure of internal batteries in AMR meters.  Although 12 

Liberty Utilities expected 20-year service lives, it found that its AMR meters were failing 13 

as they reached ten to twelve years.  SGVWC’s proposed AMR meter model likewise 14 

relies on a battery to function accurately.132  SGVWC began its AMR installation four 15 

years ago and is therefore in the process of replacing mechanical meters, with a known 16 

15-year lifecycle, with AMR meters.  Since SGVWC’s AMR meters are only a maximum 17 

of four years old, premature failure will likely not occur in this GRC cycle.  However, if 18 

premature failure does occur in future GRC cycles, it will be more manageable if the 19 

AMR meters have a more distributed age.  For these reasons, the Commission should 20 

base SGVWC’s meters budget on the last adopted forecast of $794,000 in 2022,133 and 21 

apply the escalation factor of 2.8% to each year as shown in row 2 of the table below: 22 

 23 

 24 

                                            
131 SGVWC Exhibit SG-9, p. 26. 
132 SGVWC Exhibit SG-8, Attachment D, Section “Account 346 – Meters,” Enclosure 1, “A Product 
Sheet of Neptune Technology Group E-CODER®)R900i™,” p. 2. 
133 D.20-08-006, p. 43. 
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Table 7-7: Meters Budget 1 

 (A) 
 

(B) 
2022 

(C) 
2023 

(D) 
2024 

(E) 
2025 

(F) 
Total 

1 SGVWC $1,485,000 $2,015,000134 $1,545,000 $1,576,000 $6,121,000 

2 Cal Advocates $795,000 $1,320,000 $840,000 $865,000 $3,820,000 

3 SGVWC >  

Cal Advocates 

$690,000 $695,000 $705,000 $711,000 $2,301,000 

4 Cal Advocates as 
% of SGVWC 

54% 66% 54% 55% 62% 

 2 

I. Office Space Study 3 
The Commission should remove $150,000 in 2022 and $150,000 in 2023 for 4 

SGVWC’s proposed Office Space Study from the capital budget because SGVWC 5 

should instead include the study in rate base after SGVWC completes office space 6 

designed according to the study.  SGVWC estimates $300,000 over 2022 and 2023 for 7 

this new study.135  The Commission should also disallow the former Office Space Study 8 

that was completed in 2020 because it does not provide any ratepayer benefit.  9 

SGVWC completed the first Office Space Study in 2020 but decided to abandon 10 

the recommended office space plans of that study due to the Covid-19 pandemic which 11 

began in early 2020.  The settlement agreement adopted by the Commission in the prior 12 

GRC opened a memorandum account to track the return on the El Monte Motel property 13 

purchased by SGVWC to expand its office space.  At the same time, the settlement 14 

agreement required the proposed Office Space Study to analyze alternatives to the Motel 15 

purchase.136   16 

                                            
134 Includes an additional $500,000 for a meter test bench. 
135 SGVWC Exhibit SG-8, p. 89. 
136 D.20-08-006, p. 39. 
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In this GRC, SGVWC bases its proposal to close the memorandum account and 1 

include the $2.5 million El Monte Motel purchase in rate base because it is currently used 2 

and useful, but not because of the result of the 2020 study.  In fact, SGVWC rejects the 3 

results of the 2020 study, stating that it “no longer applies to the current conditions of the 4 

ongoing pandemic and post-pandemic work life.”137  Cal Advocates does not oppose 5 

including the $2.5 million motel purchase in rate base and closing the memorandum 6 

account considering SGVWC’s current use of the former motel property and its intention 7 

to defer construction of additional office space until after this GRC cycle.138 8 

SGVWC includes the 2020 Office Space Planning Study in its CWIP balance in 9 

this GRC.  Therefore, the Commission should exclude the previous Office Space Study 10 

when calculating the CWIP forecast.  Cal Advocates calculates its CWIP forecast in the 11 

chapter on rate base. 12 

SGVWC’s newly proposed Office Space Study should be removed from the 13 

capital budget and instead be included in rate base when SGVWC completes office space 14 

following the study’s design plans.  The new Office Space Study should only be justified 15 

as Plant-in-Service when the office space itself is used and useful.  Otherwise, the Office 16 

Space Study provides no benefits to ratepayers. 17 

J. Vehicle Budget 18 
The Commission should reduce SGVWC’s vehicle budget to $77,000 for the year 19 

2025 because one of SGVWC’s vehicles proposed for replacement is not estimated to 20 

meet its replacement criteria until mid-2026.  SGVWC proposed cost estimate of 21 

$304,000 for the LA Division’s vehicle budget in 2025 should be denied.   22 

According to Department of General Services (“DGS”) replacement criteria 23 

specified below in Table 7-8, two of SGVWC’s proposed vehicles are not recommended 24 

for replacement during the years covered in this GRC cycle. 25 

                                            
137 SGVWC Exhibit SG-8, p. 89. 
138 SGVWC Exhibit SG-9, p. 38. 
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Table 7-8: DGS Vehicle Replacement Schedule Criteria (2008)139 1 

 2 
As shown in Table 7-8 above, the mileage criteria for vehicle replacement are 3 

based on the (2008) DGS standard: (1) 120,000 miles for vehicles with a gross verhicle 4 

weight Rating (“GVWR”) of up to 8,500 lbs, and (2) 150,000 miles for heavy-duty 5 

trucks, vehicles with a GVWR exceeding 8,500 lbs, or four-wheel drive vehicles. 6 

In its proposed list of vehicle replacements, SGVWC follows the 2008 DGS 7 

replacement criteria except for three vehicles.  Although DGS does not prohibit agencies 8 

from replacing vehicles following an inspection, SGVWC specifically states that it is 9 

replacing these vehicles because they have reached the mileage criteria.140  Table 7-9 10 

below shows two vehicles, including one located assigned to the LA Division and another 11 

                                            
139 SGVWC Exhibit SG-8, Attachment D, Section “Account 373 – Transportation Equipment,” 
Enclosure 1, State of California Fleet Handbook -A guide to Fleet Policy from DGS, page 4. 
140 SGVWC Exhibit SG-8, Attachment D, Section “Account 373 – Transportation Equipment,” p. 10 and 
11 of 12, see “C-550 – Unit No. 640,” and “Taurus – Unit No. 727 (for General Division).” 
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assigned to the General Division, that SGVWC proposes to replace but that would not 1 

meet DGS replacement criteria by mid-2026. 2 

Table 7-9: Vehicles Not Meeting DGS Replacement Criteria 3 

 
(A) 

Proposed 
Year 

(B) 
Division 

(C) 
Project 

ID 

(D) 
Vehicle 

ID 

(E) 
Year/ Make/ 

Model of Existing 
Vehicle to be 

Replaced 

(F) 
Applicable 

DGS 
Standard 

(G) 
Estimated 
Mileage on 

7/1/2026 

1 2025 LA 373L 640 2009 GMC C550 
w/utility body 150,000 139,526 

2 2025 General 373G 727 2014 Ford Taurus 120,000 107,188 
 4 

Vehicles that are not expected to reach the replacement mileage threshold between 5 

2022 and mid-2026 under the existing DGS guidelines should be removed.  The cost 6 

estimate for the identified vehicles should accordingly be removed from SGVWC’s 7 

capital budget forecast. 8 

K. Administrative Expense Transferred 9 
The Commission should adopt SGVWC’s proposed Administrative Expense 10 

Transferred of $4,039,630 for the Test Year 2023-2024 despite the adjusted capital 11 

budget to account for expenses transferred to projects that SGVWC will continue but that 12 

are not forecasted as Plant-in-Service in this GRC cycle.  13 

Most of the Administrative Expense Transferred amount is comprised of 14 

capitalized labor costs.  Cal Advocates recommends reductions in the amounts of capital 15 

projects but no reduction in the capitalized labor expenses.  Cal Advocates’ 16 

recommendations would not necessarily reduce the amount of typical supervisory and 17 

engineering needs for the capital projects that would eventually become part of the rate 18 

base.  For example, Cal Advocates recommends removal of several capital projects that 19 

the Commission has authorized in the past, but SGVWC failed to complete within their 20 

respective timeframe and has requested them again in the current GRC.  These past 21 

projects even though not included in this GRC rate cycle would still be active projects 22 

with SGVWC and would require supervisory and engineering needs which drive the 23 
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capitalized labor cost.  Subsequently, on completion these capital projects would become 1 

part of the rate base on the Commission’s approval.  Therefore, it is reasonable that for 2 

the ratemaking purposes, the capital labor costs should not be reduced when the amount 3 

of capital projects is reduced. 4 

IV. CONCLUSION 5 

The Commission should remove contingency amounts in SGVWC’s proposed 6 

projects, PFOS and PFOA treatment systems at Plants No. 1 and 11, mains projects 7 

between Plants B4 and B6 and W1 and W6, repeated projects at Plants No 13, 14, B14, 8 

B15, and M1, and the Office Space Study.  The Commission should also adjust 9 

SGVWC’s escalation, Plant No. 7 project, Plant M4 project, meter and vehicle budgets, 10 

and Administrative Expense Transferred.  11 
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Attachment 7-1: Cal Advocates Capital Budget by Plant 
Site and Account 
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Attachment 7-2: SGVWC Response to DR AA9-001, Q.3. 
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Tab “LA-2019” Columns “Total Cost” and “Contributed” Omitted due to Size (1 of 4) 
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Tab “LA-2019” Columns “Total Cost” and “Contributed” Omitted due to Size (2 of 4) 
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Tab “LA-2019” Columns “Total Cost” and “Contributed” Omitted due to Size (3 of 4) 
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Tab “LA-2019” Columns “Total Cost” and “Contributed” Omitted due to Size (4 of 4) 
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Tab “LA-2020” Columns “Total Cost” and “Contributed” Omitted due to Size (1 of 3) 
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Tab “LA-2020” Columns “Total Cost” and “Contributed” Omitted due to Size (2 of 3) 
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Tab “LA-2020” Columns “Total Cost” and “Contributed” Omitted due to Size (3 of 3) 
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Tab “LA-2021” Columns “Total Cost” and “Contributed” Omitted due to Size (1 of 1) 
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Attachment 7-3: SGVWC Response to DR AA9-002, 
Attachment 2   
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Attachment 7-4: Cal Water Response to DR SIB-037 
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Attachment 7-5: SGVWC Response to DR AA9-001, Q.1.a 
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“LA 2021.06 CWIP” Columns “Job No.” and “2009 EXP” to “2018 EXP” Omitted due to Size (1 of 10) 

  



7-44 

“LA 2021.06 CWIP” Columns “Job No.” and “2009 EXP” to “2018 EXP” Omitted due to Size (2 of 10) 

  



7-45 

“LA 2021.06 CWIP” Columns “Job No.” and “2009 EXP” to “2018 EXP” Omitted due to Size (3 of 10) 

 



7-46 

“LA 2021.06 CWIP” Columns “Job No.” and “2009 EXP” to “2018 EXP” Omitted due to Size (4 of 10) 

 



7-47 

“LA 2021.06 CWIP” Columns “Job No.” and “2009 EXP” to “2018 EXP” Omitted due to Size (5 of 10) 

 



7-48 

“LA 2021.06 CWIP” Columns “Job No.” and “2009 EXP” to “2018 EXP” Omitted due to Size (6 of 10) 

 



7-49 

“LA 2021.06 CWIP” Columns “Job No.” and “2009 EXP” to “2018 EXP” Omitted due to Size (7 of 10) 

 



7-50 

“LA 2021.06 CWIP” Columns “Job No.” and “2009 EXP” to “2018 EXP” Omitted due to Size (8 of 10) 

 



7-51 

“LA 2021.06 CWIP” Columns “Job No.” and “2009 EXP” to “2018 EXP” Omitted due to Size (9 of 10) 

 



7-52 

“LA 2021.06 CWIP” Columns “Job No.” and “2009 EXP” to “2018 EXP” Omitted due to Size (10 of 10) 

 



7-53 

Attachment 7-6 “Emerging Contaminants (EC) in Small 
or Disadvantaged Communities Grant (SDC)” United 

States EPA.  



7-54 



7-55 



7-56 



7-57 



7-58 



7-59 



7-60 

 



7-61 

Attachment 7-7: “Notice of Staff Workshop Per- and 
Polyfluoroalkyl Substances (PFAS) Funding” Revised 

June 16, 2022   



7-62 



7-63 

  



7-64 

Attachment 7-8: SGVWC Response to DR AA9-004, 
Attachment C  



7-65 

 



7-66 

Attachment 7-9: SGVWC Response to DR AA9-004  



7-67 



7-68 



7-69 



7-70 



7-71 



7-72 

  



7-73 

Attachment 7-10: A.19-01-001 Exhibit SG-7 Excerpt 



7-74 



7-75 



7-76 



7-77 



7-78 



7-79 



7-80 



7-81 



7-82 

  



7-83 

Attachment 7-11: SGVWC A.20-10-004 Joint Opening 
Brief Excerpt  



7-84 



7-85 



7-86 



7-87 

  



7-88 

Attachment 7-12: SGVWC A.20-10-004 Response to DR 
AA9-01 Excerpt  



7-89 



7-90 



7-91 



7-92 

  



8-1 

CHAPTER 8 DEPRECIATION 1 

I. INTRODUCTION  2 

This chapter discusses Cal Advocates’ recommended depreciation reserve and 3 

expense for the LA division’s utility plant-in-service during the years 2022 to 2025.  Cal 4 

Advocates uses the recommended depreciation reserve in this chapter as part of the total 5 

calculation of rate base in the chapter on rate base. 6 

II. SUMMARY OF RECOMMENDATIONS 7 

The Commission should adopt Cal Advocates’ adjusted depreciation reserve and 8 

expense budget shown in rows 2 of the tables below: 9 

Table 8-1: Depreciation Reserve 10 

 (A) 
Description 

(B) 
2022 

(C) 
2023 

(D) 
2024 

(E) 
2025 

1 SGVWC141 $132,715,393 $141,202,014 $150,810,823 $161,412,094 

2 Cal Advocates $132,616,238 $140,791,304 $149,863,114 $159,590,033 

3 SGVWC > 
Cal Advocates 

$99,155 $410,710 $6,026,710 $11,120,676 

4 Cal Advocates as  
% of SGVWC 

99.9% 99.7% 99.4% 98.9% 

 11 

III. ANALYSIS 12 

The difference in Cal Advocates' and SGVWC’s differences to depreciation 13 

reserve and depreciation expense forecast result from the adjustments to the capital 14 

budget explained in the chapters on utility plant-in-service and the general office. 15 

 16 

 17 

 18 

                                            
141 SGVWC Workpapers, file “GRCWorkpapers – 2022,” tab “P2,” row 191, “Average Balance.” 
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Table 8-2: Depreciation Expense 1 

 (A) 
Description 

(B) 
2022 

(C) 
2023 

(D) 
2024 

(E) 
2025 

1 SGVWC142 $7,694,918 $8,550,299 $9,409,710 $10,370,429 

2 Cal Advocates $7,504,474 $8,144,685 $8,786,807 $9,316,057 

3 SGVWC > 
Cal Advocates 

$190,444 $405,614 $622,903 $1,054,372 

4 Cal Advocates as 
% of SGVWC 

97.5% 95.3% 93.4% 89.8% 

 2 

IV. CONCLUSION 3 

The Commission should adopt Cal Advocates’ depreciation reserve and expense 4 

forecast. 5 

                                            
142 SGVWC Workpapers, file “GRCWorkpapers – 2022,” tab “P2,” row 163, “Amount to Depr. 
Expense.” 
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CHAPTER 9 HISTORIC RATE BASE 1 

I. INTRODUCTION  2 

This chapter presents the analysis and recommendations of Cal Advocates 3 

regarding completed projects included in SGVWC’s proposed rate base for the Los 4 

Angeles division.   5 

II. SUMMARY OF RECOMMENDATIONS  6 

Cal Advocates recommends an overall reduction of $581,785.80 to the rate base 7 

for SGVWC’s Los Angeles division.   8 

A. Used and Useful Rate Base  9 
Cal Advocates recommends a reduction of $461,002.20 to the rate base for 10 

SGVWC’s Los Angeles division for projects and assets currently included in rate base, 11 

but not providing service to ratepayers.  12 

B. Early Retirements Rate Base  13 
Cal Advocates recommends a reduction of $120,784 to the rate base for 14 

SGVWC’s Los Angeles division for projects and assets retired significantly earlier than 15 

standard practice.  The net book value (“NBV”) at the time of retirement should be 16 

removed from rate base so that ratepayers do not continue to provide a return on these 17 

extraordinary retirements in perpetuity.  18 

III. ANALYSIS  19 

A. Projects/Assets- Used and Useful 20 
SGVWC has proposed that ratepayers fund $461,002 for assets that are currently 21 

included in the rate base but are not providing any service in the Los Angeles division.  22 

SGVWC is currently receiving a return of the original cost of these assets through 23 

estimated depreciation expense and a return on these assets through the authorized rate of 24 

return.  This is unjust and unreasonable.  Ratepayers should not be responsible to pay for 25 
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projects that have been completed but from which they derive no benefit or to pay for 1 

projects that were planned but the utility placed on hold or cancelled.  Therefore, a rate 2 

base adjustment is necessary to ensure that ratepayers pay only for assets from which 3 

they derive direct benefit. 4 

If projects are currently not in use or were designed but not built, with no expected 5 

restoration date, Cal Advocates recommends that the current NBV be deducted from 6 

plant in service.  Cal Advocates requested and received from SGVWC a list of projects 7 

and assets that were recorded to plant accounts from 2011 to 2015 and remained in the 8 

plant in service accounts as of the filing of the application.143 Cal Advocates analyzed 9 

projects included in this list with a current net book value of $70,000 or above and where 10 

the utility identified no plan to restore service or no expected restoration date.144  These 11 

assets accounted for 3 projects of those on the list provided by SGVWC and can be found 12 

in table 9.1 below.  However, in the Minimum Data Requirements, SGVWC stated that 13 

there were no items in the Los Angeles division from the last five years and the proposed 14 

test year that were in plant-in-service and were not used and useful.145  15 

Since these projects are not expected to provide ratepayer benefits in this GRC 16 

cycle, an adjustment is warranted to decrease the rate base.   17 

                                            
143Attachment 9-1 (ATTACHMENTS A&B – Book Values in response to DR CHA-002 Historic Rate 
Base).   
144 Attachment 9-2 (Attachment A.1 – Status-Rev in response to DR CHA-007 Historic Rate Base). 
145 EXHIBIT SG-5 EXHIBIT SG-6 (Reiker) APPENDIX A (MDRs) SECTION II Testimony 
Requirements – D. Rate Base  
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Table 9.1 – Used and Useful – Los Angeles Division 1 

B. Projects/Assets – Early Retirement 2 
SGVWC has effectively included $120,784 in its rate base for assets that were 3 

retired early.  This is consistent with standard ratemaking for normal retirements.  4 

However, these particular retirements were not normal as more than half of the estimated 5 

useful life existed at the time of retirement for these assets.  6 

Assets are depreciated in ratemaking depending on their estimated useful life.  For 7 

a typical retirement, a project is fully depreciated when retired at the end of its useful life.  8 

                                            
146 Attachment 9-3 (CHA-025 (Response) and CHA-025 ATTACHMENT 3 in response to DR CHA-025 
Historic Rate Base). 
147 Attachment 9-4 (ATTACHMENTS A & B - Book Values in response to DR CHA-002 Historic Rate 
Base and CHA-014 (Response) in response to DR CHA-014 Historic Rate Base).  

 

Asset 
Group Description Status 

Date Added 
to Plant 
Account146 

Plan to 
Restore 
Service 

Expected 
Restoration 
Date 

Current 
NBV147 

Land 

Land Parcel 
No. 260 
purchased 
with the 
Rurban 
Homes 
Mutual 
Water 
Company 
acquisition 

N/A 

December 
31, 2019 

N/A N/A 

 
 
$245,701.73 

Treatment 
Plant 

Replace 
packing 
material in 
air stripper 

In Use 
until 2014,  
Not 
Currently 
in Use 

July 31, 
2014 

 
No 

 
N/A 

$111,015.48  
 

Treatment 
Plant 

Design Ion 
Exchange 
Treatment 
Facility 

Completed 
2015 

December 
31, 2015 

 
N/A 

 
N/A 

$104,285.02  
 

Total          $461,002.20  
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The Commission’s Standard Practice U-4-W ("SP U-4-W"), “Determining of Straight-Line 1 

Remaining Life Depreciation Accruals”, states “a basic depreciation object is that of 2 

recovering the original cost of fixed capital (less estimated net salvage) over the useful life 3 

of the property.”148 When the straight-line depreciation method is used, a retired asset 4 

should ideally be fully depreciated at the end of its useful life.  On the other hand, early 5 

retirements are when projects are retired from service earlier than expected and have a net 6 

book value ("NBV") at the time of retirement.  This indicates that they did not meet the 7 

estimated service life because they were not fully depreciated at the time of retirement.   8 

Through discovery and analysis, Cal Advocated identified numerous examples of 9 

assets retired extraordinarily early by SGVWC.  Furthermore, some of these prematurely 10 

retired assets were also replaced with more expensive replacements, meaning ratepayers 11 

paid more than once for the same asset, once for the unused yet remaining life of the retired 12 

asset, and a second time on the replacement.  Ratepayers should not be responsible for 13 

assets that failed significantly earlier than their reasonably estimated useful life and should 14 

not be charged multiple times for a project that will only provide them benefit once. 15 

The standard ratemaking for utility retirements does not recognize a loss when an 16 

item is retired early but rather passes the cost on to ratepayers.  It is assumed that the cost 17 

of assets that retire slightly before their estimated useful life offsets assets that last longer 18 

than their useful lives.  However, both the Commission’s Standard Practice and industry 19 

guidance provided by independent accounting firms recognize that adjustments to the 20 

standard process are necessary for extraordinary retirements.    21 

For example, the Los Angeles division placed a meter into service in 2017 at original 22 

cost of $120.  The meter had an expected service life of 50 years and an anticipated 23 

retirement in 2067.  However, SGVWC retired this meter in 2020 with a NBV at retirement 24 

of $112.80.  The asset lasted three years (or just 6%) of its reasonably expected 50-year 25 

life.  To retire this asset, SGVWC followed standard practice by removing the original cost 26 

                                            
148 Standard Practice U-4-W Determination of Straight-Line Remaining Life Depreciation Accruals. 
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of $120 from its plant account and removing $120 from the accumulated depreciation 1 

reserve.  Because the asset had only been depreciated for three years, the depreciation 2 

reserve had accumulated only $7.20 (or 3 years multiplied by the original cost $120 divided 3 

by the estimated life of fifty years).  By removing $120 from the depreciation reserve the 4 

net balance in the reserve for this asset is a negative $112.80 (or $7.20 minus $120).  5 

Because plant accounts are added to rate base and the accumulated depreciation reserve is 6 

subtracted, the net effect on rate base in a permanent addition of $112.80 (or the original 7 

cost in the plant account of $120 minus the plant removal of $120 minus the negative 8 

$112.80).   9 

By contrast, an asset that was fully depreciated (i.e., survived at least through its 10 

estimated useful life) would have no impact upon rate base as the $120 subtracted from the 11 

depreciation reserve would have offset the $120 of depreciation that had been accumulated.  12 

Although the standard practice for retirements assumes assets are fully depreciated at the 13 

time of retirement (or may be found reasonable if an asset retiring slightly early is offset 14 

with assets that last longer than expected), an asset that fails with 94% of its estimated 15 

remaining useful life is clearly extraordinary and requires an adjustment.  To fairly account 16 

for this extraordinary retirement, $112.80 would have to be added to the depreciation 17 

reserve to counteract the under accumulation in the depreciation reserve resulting from the 18 

early retirement. 19 

Rate base should be evaluated on an ongoing basis and adjusted to exclude projects 20 

and assets that do not provide service or benefit ratepayers.  General Rate Cases often focus 21 

on evaluating projects that the utility proposes to add to rate base.  However, attention 22 

should also be given to ensuring that existing rate base items continue to provide customer 23 

benefit.  Standard Practice U-4-W notes that “Instances of extraordinary obsolescence such 24 

as the unexpected early retirement . . . may require some form of an adjustment.”149  25 

                                            
149 Standard Practice for Determination of Straight-Line Remaining Life Depreciation Accruals. 
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Here, the rate base should be adjusted to account for significantly premature 1 

equipment and infrastructure retirements.  Assets that retire significantly faster than the 2 

anticipated depreciation rate can be classified as extraordinary retirements.  Additionally, 3 

according to Price Waterhouse Cooper, “a gain or loss should be considered in cases where 4 

abnormal or extraordinary retirements have occurred.”150  In this GRC, Cal Advocates has 5 

identified extraordinary retirements as those assets retired with 50% or more of their 6 

expected useful life remaining. 7 

After receiving a list of assets that were retired from service between January 1, 8 

2019, and December 31, 2021, Cal Advocates analyzed the assets that were retired within 9 

a year after being added to the plant account and those that had more than 50% of the 10 

original cost left in the NBV at retirement.151 These assets, excluding those with clerical 11 

errors, can be found in attachment 9.2 below.  A detailed breakdown of the assets can be 12 

found in attachment 1-6, which also includes the expected and actual retirement date of the 13 

asset, the date added to service, the NBV at retirement, and the remaining life at retirement 14 

as a percentage of the expected life.  Of the 137 assets sampled, 73 were replaced with 15 

other assets.152  When looking at projects for the services asset group that had a NBV of 16 

50% of more at retirement, the sampling criteria resulted in 180 assets.  Instead of sampling 17 

all 180 services that met the criteria, due to such a large population, Cal Advocates 18 

examined ten services that had the largest NBV at retirement.  19 

                                            
150 Price Waterhouse Coopers Questions and Answers Interpretations for the Utility Industry Accounting 
for Property, Plant and Equipment, Asset Retirement Obligations and Depreciation. 
151 Attachment 9-5 (ATTACHMENT D – Retirements – LA in response to DR CHA-002 Historic Rate 
Base).   
152 Attachment 9-7 ( in response to DR CHA-011 Historic Rate Base, CHA-011 
ATTACHMENT A in response to DR CHA-011 Historic Rate Base, CHA-023 ATTACHMENT 2 in 
response to DR CHA-023 Historic Rate Base, CHA-019 ATTACHMENT 1.b in response to DR CHA-
019 Historic Rate Base, CHA-021 ATTACHMENT 2.b in response to CHA-021 Historic Rate Base, 
CHA-010 ATTACHMENT B in response to DR CHA-10 Historic Rate Base, CHA-021 ATTACHMENT 
1 in response to CHA-021 Historic Rate Base, and CHA-009 ATTACHMENT C - Retirements – LA in 
response to DR CHA-009 Historic Rate Base). 
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 1 

Table 9.2– Early Retirements – Los Angeles Division 2 

Asset Group Description  Retirement 
Date 

Original 
Retirement 
Date 

NBV at 
Retirement 

Meters MULTIPLE 
WATER 
METERS 

Multiple 
Dates 

Multiple 
Dates $16,255.20  

Mains MULTIPLE 
GWBR 
PIPELINES 

Multiple 
Dates 

Multiple 
Dates $16,229.80  

Pumping Equipment Motor S/N 
1182000161-
008 R-02 to 
Well B11B 

July 21, 
2021 

July 31, 
2047 
 

$19,691.30  

Services MULTIPLE 
WATER 
SERVICE 
LATERALS 

Multiple 
Dates 

Multiple 
Dates $50,365.10 

Tools and Equipment  MULTIPLE 
ASSETS 

September 
30, 2019 

December 
31, 2029 $1,795.60  

Transportation 
Equipment  

MULTIPLE 
EQUIPMENT  

December 
31, 2020 

Multiple 
Dates $16,446.60  

TOTAL    $120,783.60  
 

*The install date was the only date that was available from SGVWC.  Date of 12/31 was 3 
used to calculate Retired Age as % of Expected Life. 4 

Several of these prematurely retired assets from Table 9.2 above were also replaced 5 

by similar assets, meaning ratepayers paid more than once for the same asset. For example, 6 

the Los Angeles division placed a meter into service in 2018 at an original cost of 7 

$720.  The meter was retired early in 2021 after three years in service.  SGVWC then 8 

replaced this meter with another new meter.  The net effect is that ratepayers are forced to 9 

pay rates for both the meter that was retired early and its replacement.  As a result, a 10 

reduction to the rate base is warranted. 11 

Making an adjustment for an extraordinary retirement also aligns with the 12 

Commission’s role as a substitute for competition because in a competitive environment, 13 
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an early retired asset would be recognized as a loss on the undepreciated asset value.  1 

Allowing SGVWC to profit from extraordinary retirements is inconsistent with the 2 

Commission’s role as a replacement for competition. 3 

The Commission should increase SGVWC’ depreciation reserve by $120,783 to 4 

account for the extraordinarily early retired projects identified above. 5 

IV. CONCLUSION  6 

Cal Advocates recommends a rate base reduction of $581,785.80 to exclude and 7 

account for projects that are not used-and-useful or where extraordinarily early retirements 8 

occurred.  This adjustment is reasonable because ratepayer should not be burdened with 9 

the cost of assets that fail prematurely or provide no benefit.   10 

Additionally, assets that are no longer in use and useful must be reported by 11 

utilities.  Nevertheless, SGVWC claimed in its MDR that no items from the last five 12 

years or the planned test year in its Los Angeles division were included in the rate base 13 

that were not used and useful.  The Commission should instruct SGWVC to report 14 

planned assets that are in the rate base but were not deployed because the utility chose to 15 

postpone or abandon the project in succeeding GRCs, as well as extraordinary 16 

retirements.17 
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Attachment 9-1: (ATTACHMENTS A&B – Book Values D – 
Retirements – LA in response to DR CHA-002 Historic Rate Base 

Question # 1) 
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9-13 

Attachment 9-2 (Attachment A.1 – Status-Rev in response to DR CHA-
007 Historic Rate Base Question #1) 
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Attachment 9-3: Responses to DR CHA-025 
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CHA-025 (Response) in response to DR CHA-025 Historic Rate Base Question #4) 

ATTACHMENT 3 (in response to DR CHA-025 Historic Rate Base Question #3) 
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Attachment 9-4: Several Responses to DRs CHA-002 and CHA-014  
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(ATTACHMENTS A&B – Book Values D – Retirements – LA in response to DR CHA-002 

Historic Rate Base Question # 1) 
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CHA-014 (Response) (in response to DR CHA-014 Historic Rate Base Question #3) 
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Attachment 9-5: ATTACHMENT D - Retirements – LA (in response to 
DR CHA-002 Historic Rate Base Question #2) 
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Attachment 9-6: Early Retirement
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Asset  
Group 

Project / 
Asset Name / 
Description 

Retirement  
Date 

Original153 
Retirement 
Date 

Date154 
Added to 
Service 

NBV at  
Retirement 

Remaining 
Life at 
Retirement 
as % of 
Expected 
Life 

MAINS 4-1/2" 
GWBR 
PIPELINE 7/31/2019 12/31/2056 8/18/2006  $4,327.88  74.29% 

MAINS 6-5/8" 
GWBR 
PIPELINE 11/30/2019 12/31/2055 10/17/2000  $2,575.03  65.37% 

MAINS 4-1/2" 
GWBR 
PIPELINE 7/31/2019 12/31/2050 10/17/2000  $6,602.46  62.58% 

MAINS 4-1/2" 
GWBR 
PIPELINE 7/31/2019 12/31/2048 10/17/2000  $899.60  61.03% 

MAINS 8-5/8" 
GWBR 
PIPELINE 1/31/2020 12/31/46 12/29/1995  $1,824.81  52.77% 

METERS WATER 
METER 

2/29/2020 12/31/2067 1/3/2019  $253.75  97.64% 

                                            
153 Attachment 9-8 (CHA-009 ATTACHMENT C – Retirements – LA in response to CR CHA-009 
Historic Rate Base), response from Joel Reiker to the email DR CHA-008 (Historic Rate Base) - Follow 
Up on 5/4/2022, ATTACHMENT D - Retirements – LA in response to DR CHA-008 Historic Rate Base, 
CHA-009 ATTACHMENT C - Retirements – LA in response to DR CHA-009 Historic Rate Base, CHA-
014 ATTACHMENT 1 in response to DR CHA-014 Historic Rate Base, CHA-006 ATTACHMENT B 
(REVISED) in response to DR CHA-006 Historic Rate Base, CHA-018 ATTACHMENT 2 in response to 
DR CHA-018 Historic Rate Base). 
154 Attachment 9-9 (CHA-018 ATTACHMENT 1.b in response to DR CHA-018 Historic Rate Base, 
CHA-018 ATTACHMENT 1.b (FOLLOW UP) in response to DR CHA-018 Historic Rate Base, CHA-
014 ATTACHMENT 2.b in response to DR CHA-014 Historic Rate Base, CHA-023 ATTACHMENT 1 
in response to DR CHA-023 Historic Rate Base). 
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Asset  
Group 

Project / 
Asset Name / 
Description 

Retirement  
Date 

Original153 
Retirement 
Date 

Date154 
Added to 
Service 

NBV at  
Retirement 

Remaining 
Life at 
Retirement 
as % of 
Expected 
Life 

  

     

METERS WATER 
METER 

2/29/2020 12/31/2067 2017*  $114.11  95.67% 

METERS WATER 
METER 

2/29/2020 12/31/2067 2017*  $114.11  95.67% 

METERS WATER 
METER 

2/29/2020 12/31/2067 2017*  $114.11  95.67% 

METERS WATER 
METER 

2/29/2020 12/31/2067 2017*  $114.11  95.67% 

METERS WATER 
METER 

2/29/2020 12/31/2067 2017*  $114.11  95.67% 

METERS WATER 
METER 

2/29/2020 12/31/2067 2017*  $114.11  95.67% 

METERS WATER 
METER 

2/29/2020 12/31/2067 2017*  $114.11  95.67% 

METERS WATER 
METER 

2/29/2020 12/31/2067 2017*  $114.11  95.67% 

METERS WATER 
METER 

2/29/2020 12/31/2067 2017*  $114.11  95.67% 
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Asset  
Group 

Project / 
Asset Name / 
Description 

Retirement  
Date 

Original153 
Retirement 
Date 

Date154 
Added to 
Service 

NBV at  
Retirement 

Remaining 
Life at 
Retirement 
as % of 
Expected 
Life 

METERS WATER 
METER 

2/29/2020 12/31/2067 2017*  $114.11  95.67% 

METERS WATER 
METER 

2/29/2020 12/31/2067 2017*  $114.11  95.67% 

METERS WATER 
METER 

2/29/2020 12/31/2067 2017*  $114.11  95.67% 

METERS WATER 
METER 

2/29/2020 12/31/2067 2017*  $114.11  95.67% 

METERS WATER 
METER 

2/29/2020 12/31/2067 2017*  $114.11  95.67% 

METERS WATER 
METER 

2/29/2020 12/31/2067 2017*  $114.11  95.67% 

METERS WATER 
METER 

2/29/2020 12/31/2067 2017*  $114.11  95.67% 

METERS WATER 
METER 

2/29/2020 12/31/2067 2017*  $114.11  95.67% 

METERS WATER 
METER 

2/29/2020 12/31/2067 2017*  $114.11  95.67% 

METERS WATER 
METER 

2/29/2020 12/31/2067 2017*  $114.11  95.67% 
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Asset  
Group 

Project / 
Asset Name / 
Description 

Retirement  
Date 

Original153 
Retirement 
Date 

Date154 
Added to 
Service 

NBV at  
Retirement 

Remaining 
Life at 
Retirement 
as % of 
Expected 
Life 

METERS WATER 
METER 

2/29/2020 12/31/2067 2017*  $114.11  95.67% 

METERS WATER 
METER 

2/29/2020 12/31/2067 2017*  $114.11  95.67% 

METERS WATER 
METER 

2/29/2020 12/31/2067 2017*  $114.11  95.67% 

METERS WATER 
METER 

2/29/2020 12/31/2067 2017*  $114.11  95.67% 

METERS WATER 
METER 

2/29/2020 12/31/2067 2017*  $114.11  95.67% 

METERS WATER 
METER 

2/29/2020 12/31/2067 2017*  $114.11  95.67% 

METERS WATER 
METER 

2/29/2020 12/31/2067 2017*  $114.11  95.67% 

METERS WATER 
METER 

2/29/2020 12/31/2067 2017*  $114.11  95.67% 

METERS WATER 
METER 

2/29/2020 12/31/2067 2017*  $114.11  95.67% 

METERS WATER 
METER 

2/29/2020 12/31/2067 2017*  $114.11  95.67% 
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Asset  
Group 

Project / 
Asset Name / 
Description 

Retirement  
Date 

Original153 
Retirement 
Date 

Date154 
Added to 
Service 

NBV at  
Retirement 

Remaining 
Life at 
Retirement 
as % of 
Expected 
Life 

METERS WATER 
METER 

2/29/2020 12/31/2067 2017*  $114.11  95.67% 

METERS WATER 
METER 

2/29/2020 12/31/2067 2017*  $114.11  95.67% 

METERS WATER 
METER 

2/29/2020 12/31/2067 2017*  $114.11  95.67% 

METERS WATER 
METER 

2/29/2020 12/31/2067 2017*  $114.11  95.67% 

METERS WATER 
METER 

2/29/2020 12/31/2067 2017*  $114.11  95.67% 

METERS WATER 
METER 

2/29/2020 12/31/2067 2017*  $114.11  95.67% 

METERS WATER 
METER 

2/29/2020 12/31/2067 2017*  $114.11  95.67% 

METERS WATER 
METER 

2/29/2020 12/31/2067 2017*  $114.11  95.67% 

METERS WATER 
METER 

2/29/2020 12/31/2067 2017*  $114.11  95.67% 

METERS WATER 
METER 

2/29/2020 12/31/2067 2017*  $114.11  95.67% 
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Asset  
Group 

Project / 
Asset Name / 
Description 

Retirement  
Date 

Original153 
Retirement 
Date 

Date154 
Added to 
Service 

NBV at  
Retirement 

Remaining 
Life at 
Retirement 
as % of 
Expected 
Life 

METERS WATER 
METER 

2/29/2020 12/31/2067 2017*  $114.11  95.67% 

METERS WATER 
METER 

2/29/2020 12/31/2067 2017*  $114.11  95.67% 

METERS WATER 
METER 

2/29/2020 12/31/2067 2017*  $114.11  95.67% 

METERS WATER 
METER 

2/29/2020 12/31/2067 2017*  $114.11  95.67% 

METERS WATER 
METER 

2/29/2020 12/31/2067 2017*  $114.11  95.67% 

METERS WATER 
METER 

2/29/2020 12/31/2067 2017*  $114.11  95.67% 

METERS WATER 
METER 

2/29/2020 12/31/2067 2017*  $114.11  95.67% 

METERS WATER 
METER 

2/29/2020 12/31/2067 2017*  $114.11  95.67% 

METERS WATER 
METER 

2/29/2020 12/31/2067 2017*  $114.11  95.67% 

METERS WATER 
METER 

2/29/2020 12/31/2067 2017*  $114.11  95.67% 
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Asset  
Group 

Project / 
Asset Name / 
Description 

Retirement  
Date 

Original153 
Retirement 
Date 

Date154 
Added to 
Service 

NBV at  
Retirement 

Remaining 
Life at 
Retirement 
as % of 
Expected 
Life 

METERS WATER 
METER 

2/29/2020 12/31/2067 2017*  $114.11  95.67% 

METERS WATER 
METER 

2/29/2020 12/31/2068 1/19/2018  $693.50  95.86% 

METERS WATER 
METER 

10/31/2020 12/31/2068 10/30/2018  $426.61  96.01% 

METERS WATER 
METER 

10/31/2020 12/31/2069 1/1/2020  $40.24  98.34% 

METERS WATER 
METER 

1/31/2021 12/31/2067 7/7/2017  $49.08  92.93% 

METERS WATER 
METER 

4/30/2021 12/31/2067 6/1/2018  $375.57  94.12% 

METERS WATER 
METER 

4/30/2021 12/31/2067 5/21/2018  $248.69  94.07% 

METERS WATER 
METER 

4/30/2021 12/31/2067 8/24/2018  $83.09  94.56% 

METERS WATER 
METER 

4/30/2021 12/31/2067 8/3/2017  $83.46  92.58% 

METERS WATER 
METER 

4/30/2021 12/31/2067 8/3/2017  $502.82  92.58% 
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Asset  
Group 

Project / 
Asset Name / 
Description 

Retirement  
Date 

Original153 
Retirement 
Date 

Date154 
Added to 
Service 

NBV at  
Retirement 

Remaining 
Life at 
Retirement 
as % of 
Expected 
Life 

METERS WATER 
METER 

4/30/2021 12/31/2067 8/11/2017  $502.82  92.62% 

METERS WATER 
METER 

4/30/2021 12/31/2067 6/22/2020  $131.82  98.20% 

METERS WATER 
METER 

4/30/2021 12/31/2067 4/25/2018  $48.58  93.93% 

METERS WATER 
METER 

4/30/2021 12/31/2067 8/23/2017  $49.25  92.68% 

METERS WATER 
METER 

4/30/2021 12/31/2067 5/10/2018  $49.08  94.01% 

METERS WATER 
METER 

4/30/2021 12/31/2068 4/25/2018  $145.45  94.05% 

METERS WATER 
METER 

4/30/2021 12/31/2068 7/24/2018  $81.23  94.51% 

METERS WATER 
METER 

4/30/2021 12/31/2068 2018*  $77.45  95.34% 

METERS WATER 
METER 

4/30/2021 12/31/2063 9/18/2019  $581.65  96.35% 

METERS WATER 
METER 

6/30/2021 12/31/2067 2/11/2018  $267.71  93.22% 
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Asset  
Group 

Project / 
Asset Name / 
Description 

Retirement  
Date 

Original153 
Retirement 
Date 

Date154 
Added to 
Service 

NBV at  
Retirement 

Remaining 
Life at 
Retirement 
as % of 
Expected 
Life 

METERS WATER 
METER 

6/30/2021 12/31/2067 11/21/2017  $131.96  92.80% 

METERS WATER 
METER 

6/30/2021 12/31/2067 9/21/2017  $129.55  92.50% 

METERS WATER 
METER 

6/30/2021 12/31/2067 2/12/2018  $131.96  93.23% 

METERS WATER 
METER 

6/30/2021 12/31/2067 7/11/2017  $48.62  92.13% 

METERS WATER 
METER 

6/30/2021 12/31/2067 7/10/2017  $49.26  92.13% 

METERS WATER 
METER 

6/30/2021 12/31/2067 8/3/2017  $49.26  92.25% 

METERS WATER 
METER 

6/30/2021 12/31/2067 7/18/2017  $48.62  92.17% 

METERS WATER 
METER 

6/30/2021 12/31/2067 8/3/2017  $48.62  92.25% 

METERS WATER 
METER 

6/30/2021 12/31/2067 7/18/2017  $48.62  92.17% 

METERS WATER 
METER 

6/30/2021 12/31/2067 5/1/2019  $37.60  95.55% 
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Asset  
Group 

Project / 
Asset Name / 
Description 

Retirement  
Date 

Original153 
Retirement 
Date 

Date154 
Added to 
Service 

NBV at  
Retirement 

Remaining 
Life at 
Retirement 
as % of 
Expected 
Life 

METERS WATER 
METER 

6/30/2021 12/31/2067 4/25/2018  $503.19  93.60% 

METERS WATER 
METER 

6/30/2021 12/31/2067 5/21/2019  $248.72  95.66% 

METERS WATER 
METER 

6/30/2021 12/31/2068 5/7/2018  $680.04  93.78% 

METERS WATER 
METER 

6/30/2021 12/31/2068 5/4/2018  $680.04  93.77% 

METERS WATER 
METER 

6/30/2021 12/31/2068 7/10/2020  $145.93  98.00% 

METERS WATER 
METER 

6/30/2021 12/31/2068 4/20/2018  $145.93  93.70% 

METERS WATER 
METER 

6/30/2021 12/31/2068 3/26/2018  $145.93  93.57% 

METERS WATER 
METER 

6/30/2021 12/31/2068 3/26/2018  $145.93  93.57% 

METERS WATER 
METER 

6/30/2021 12/31/2068 7/26/2018  $239.90  94.19% 

METERS WATER 
METER 

6/30/2021 12/31/2068 3/26/2018  $113.34  93.57% 
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Asset  
Group 

Project / 
Asset Name / 
Description 

Retirement  
Date 

Original153 
Retirement 
Date 

Date154 
Added to 
Service 

NBV at  
Retirement 

Remaining 
Life at 
Retirement 
as % of 
Expected 
Life 

METERS WATER 
METER 

6/30/2021 12/31/2068 4/16/2018  $75.56  93.68% 

METERS WATER 
METER 

6/30/2021 12/31/2063 2/14/2020  $39.48  96.87% 

METERS WATER 
METER 

7/31/2021 12/31/2067 7/18/2017  $48.62  92.00% 

METERS WATER 
METER 

7/31/2021 12/31/2067 7/18/2017  $48.62  92.00% 

METERS WATER 
METER 

7/31/2021 12/31/2067 10/1/2017  $37.97  92.38% 

METERS WATER 
METER 

7/31/2021 12/31/2068 2/13/2019  $305.73  95.07% 

METERS WATER 
METER 

7/31/2021 12/31/2068 10/16/2018  $77.73  94.44% 

METERS WATER 
METER 

7/31/2021 12/31/2063 11/1/2019  $39.00  96.04% 

METERS WATER 
METER 

7/31/2021 12/31/2063 12/1/2019  $39.00  96.22% 

METERS WATER 
METER 

9/30/2021 12/31/2067 9/6/2017  $49.08  91.92% 
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Asset  
Group 

Project / 
Asset Name / 
Description 

Retirement  
Date 

Original153 
Retirement 
Date 

Date154 
Added to 
Service 

NBV at  
Retirement 

Remaining 
Life at 
Retirement 
as % of 
Expected 
Life 

METERS WATER 
METER 

9/30/2021 12/31/2068 11/2/2018  $113.53  94.20% 

METERS WATER 
METER 

9/30/2021 12/31/2068 3/15/2018  $75.65  93.02% 

METERS WATER 
METER 

9/30/2021 12/31/2068 4/5/2018  $75.65  93.13% 

METERS WATER 
METER 

9/30/2021 12/31/2068 4/5/2018  $75.65  93.13% 

METERS WATER 
METER 

9/30/2021 12/31/2068 5/10/2018  $74.14  93.30% 

METERS WATER 
METER 

10/30/2021 12/31/2067 1/2/2018  $111.88  92.35% 

METERS WATER 
METER 

10/30/2021 12/31/2067 8/4/2017  $49.25  91.59% 

METERS WATER 
METER 

10/30/2021 12/31/2067 8/4/2017  $49.25  91.59% 

METERS WATER 
METER 

10/30/2021 12/31/2068 1/7/2019  $199.89  94.37% 

METERS WATER 
METER 

10/30/2021 12/31/2063 12/1/2019  $246.69  95.66% 



9-37 

Asset  
Group 

Project / 
Asset Name / 
Description 

Retirement  
Date 

Original153 
Retirement 
Date 

Date154 
Added to 
Service 

NBV at  
Retirement 

Remaining 
Life at 
Retirement 
as % of 
Expected 
Life 

METERS WATER 
METER 

10/30/2021 12/31/2063 12/1/2019  NA  95.66% 

METERS WATER 
METER 

10/30/2021 12/31/2063 12/1/2019  N/A 95.66% 

METERS WATER 
METER 

10/30/2021 12/31/2063 12/1/2019  N/A  95.66% 

METERS WATER 
METER 

10/30/2021 12/31/2063 12/1/2019  N/A  95.66% 

METERS WATER 
METER 

10/30/2021 12/31/2063 12/1/2019  N/A  95.66% 

METERS WATER 
METER 

10/30/2021 12/31/2063 12/1/2019  N/A  95.66% 

METERS WATER 
METER 

10/30/2021 12/31/2070 2/5/2020  $252.25  96.60% 

PUMPING 
EQUIPMENT 

Motor S/N 
1182000161-
008 R-02 to 
Well B11B 

7/31/2021 7/31/2047 1/9/2020  $19,691.32  94.35% 

SERVICES WATER 
SERVICE 
LATERAL 1/31/2020 12/31/2059 3/18/2019  $5,280.55  97.86% 

SERVICES WATER 
SERVICE 
LATERAL 1/31/2020 12/31/2059 5/16/2019  $5,280.55  98.25% 
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Asset  
Group 

Project / 
Asset Name / 
Description 

Retirement  
Date 

Original153 
Retirement 
Date 

Date154 
Added to 
Service 

NBV at  
Retirement 

Remaining 
Life at 
Retirement 
as % of 
Expected 
Life 

SERVICES WATER 
SERVICE 
LATERAL 1/31/2020 12/31/2059 9/17/2019  $5,280.55  99.08% 

SERVICES WATER 
SERVICE 
LATERAL 1/31/2020 12/31/2059 9/25/2019  $5,280.55  99.13% 

SERVICES WATER 
SERVICE 
LATERAL 1/31/2020 12/31/2059 11/30/2018  $3,590.26  97.15% 

SERVICES WATER 
SERVICE 
LATERAL 12/31/2020 12/31/2020 11/5/2019  $5,280.55  0.00% 

SERVICES WATER 
SERVICE 
LATERAL 12/31/2020 12/31/2020 3/9/2020  $5,280.55  0.00% 

SERVICES WATER 
SERVICE 
LATERAL 5/31/2019 12/31/2055 1/7/2015  $5,077.18  89.28% 

SERVICES WATER 
SERVICE 
LATERAL 5/31/2019 12/31/2055 2015*  $5,077.18  91.46% 

SERVICES WATER 
SERVICE 
LATERAL 1/31/2020 12/31/2055 9/29/2015  $4,936.77  89.22% 

TOOLS AND 
EQUIPMENT 

MODULAR 
CUBE ICE 
MAKER 9/30/2019 12/31/2029 9/14/2012  $1,289.13  59.28% 

TOOLS AND 
EQUIPMENT 

ICE 
STORAGE 
BIN 9/30/2019 12/31/2029 9/14/2012  $506.49  59.28% 
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Asset  
Group 

Project / 
Asset Name / 
Description 

Retirement  
Date 

Original153 
Retirement 
Date 

Date154 
Added to 
Service 

NBV at  
Retirement 

Remaining 
Life at 
Retirement 
as % of 
Expected 
Life 

TRANSPORTATION 
EQUIPMENT 

250L/373 
VEH#424 

12/31/2020 12/31/2028 2/28/2018  $2,233.09  73.81% 

TRANSPORTATION 
EQUIPMENT 

250L/373 
VEH#728 

12/31/2020 12/31/2024 5/29/2014  $14,213.49  37.76% 

Total     

$120,783.60  
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Attachment 9-7: Several Responses to DRs CHA-011, CHA-023, CHA-
019, CHA-021, CHA-023, CHA-010, CHA-009 
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CHA-011 ATTACHMENT B (in response to DR CHA-011 Historic Rate Base Question #2) 

 
 

CHA-011 ATTACHMENT A (in response to DR CHA-011 Historic Rate Base Question #1)
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CHA-023 ATTACHMENT 2 (in response to DR CHA-023 Historic Rate Base Question #2) 
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CHA-019 ATTACHMENT 1.b (in response to DR CHA-019 Historic Rate Base 

Question #1) 
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CHA-021 ATTACHMENT 2.b (in response to DR CHA-021 Historic Rate Base 

Question #2) 
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CHA-010 ATTACHMENT B (in response to DR CHA-010 Historic Rate Base Question 

#2) 

 
 

CHA-021 ATTACHMENT 1 (in response to DR CHA-021 Historic Rate Base Question 

#1) 
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CHA-009 ATTACHMENT C – Retirements – LA (in response to DR CHA-009 Historic Rate Base 

Question #2) 
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Attachment 9-8: Several Responses to DRs CHA-009, CHA-008, CHA-
014, CHA-006, and CHA-018  

  



9-50 

CHA-009 ATTACHMENT C - Retirements – LA (in response to DR CHA-009 Historic 

Rate Base Question #2) 
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Email from Joel Reiker: RE DR CHA-008 (Historic Rate Base) - Follow Up

 
 

ATTACHMENT D – Retirements – LA (in response to DR CHA-008 Historic Rate Base 

Question #2) 
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CHA-009 ATTACHMENT C - Retirements – LA (in response to DR CHA-009 Historic 

Rate Base Question #2) 

 
CHA-014 ATTACHMENT 1 (in response to DR CHA-014 Historic Rate Base Question 

#1) 
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CHA-006 ATTACHMENT B (REVISED) (in response to DR CHA-006 Historic Rate 

Base Question #2) 

 

 
 

CHA-018 ATTACHMENT 2 (in response to DR CHA-018 Historic Rate Base Question 

#2) 
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Attachment 9-9: Several Responses to DRs CHA-018, CHA-014, CHA-
023 

  



9-56 

CHA-018 ATTACHMENT 1.b. (in response to DR CHA-018 Historic Rate Base 

Question #1) 

  



9-57 
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CHA-018 ATTACHMENT 1.b. (FOLLOW UP) (in response to DR CHA-018 Historic Rate 

Base Question #1) 
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CHA-014 ATTACHMENT 2.b (in response to DR CHA-014 Historic Rate Base 

Question #2) 
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CHA-023 ATTACHMENT 1 (in response to DR CHA-023 Historic Rate Base Question 

#1) 
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CHAPTER 10 RATE BASE 1 

I. INTRODUCTION  2 

This chapter discusses Cal Advocates’ recommended rate base for SGVWC during 3 

the years 2022 to 2025.  Cal Advocates uses the adjusted utility plant-in-service, 4 

depreciation reserve, and general office allocation recommended by Cal Advocates in the 5 

chapters on those topics to calculate the recommended rate base in this chapter. 6 

II. SUMMARY OF RECOMMENDATIONS 7 

The Commission should adopt Cal Advocates’ rate base forecast, as shown in row 8 

2 of the table below: 9 

Table 10-1: Rate Base 10 

 (A) 
Description 

(B) 
2022 

(C) 
2023-2024 

(D) 
2024-2025 

1 SGVWC $232,968,615 $269,044,175 $296,714,958 

2 Cal Advocates $208,675,585 $219,310,451 $232,869,475 

3 SGVWC - 
Cal Advocates 

$24,293,030 $49,733,724 $63,845,483 

4 Cal Advocates as % of 
SGVWC 

89.6% 81.5% 78.5% 

 11 

The Commission should adopt Cal Advocates’ forecast of $13.3 million for 12 

construction work-in-progress (“CWIP”) which is calculated on a one-year basis as 13 

intended by Commission staff.  The Commission should reject SGVWC’s proposed 14 

CWIP forecast of $31.4 million. 15 

The Commission also should adopt Cal Advocates’ adjustment to SGVWC’s 16 

working cash forecast based on Cal Advocates’ recommendations in the chapter on 17 

memorandum and balancing accounts (Chapter 13) of this report. 18 

Beside the differences in working cash forecasted CWIP discussed in this chapter, 19 

Cal Advocates and SGVWC’s differences in the rate base result from the adjustments to 20 

the capital budget explained in the chapters on utility plant-in-service (Chapter 7) and the 21 
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rate base in Cal Advocates Report on the Results of Operation for the General Office 1 

(Chapter 2). 2 

III. ANALYSIS  3 

The Commission should adopt Cal Advocates’ forecast of $13.3 million for CWIP 4 

for each year from 2022 to 2025.  The Commission should reject SGVWC’s proposed 5 

CWIP forecast of $31.4 million. 6 

SGVWC’s $31.4 million CWIP forecast is based on the balance of more than 750 7 

projects that SGVWC considers CWIP.  Though these projects are mostly from the last 8 

three years, the oldest CWIP projects date back to 1996. 9 

In the past, the Commission has allowed water utilities to forecast a CWIP amount 10 

to include in rate base.  This has been the practice for many years and follows the 11 

recommendation of Commission staff from a May 11, 1982 policy memorandum (CWIP 12 

Memo) that supported the inclusion of CWIP in rate base for water utilities.155  The 13 

CWIP Memo’s recommendation was based on a review of water utility practices that 14 

showed water utilities’ capital projects required an average of four months to complete.156  15 

The review also revealed that company funded CWIP amounts carried over into a 16 

succeeding year represented about 0.4% of the utility plant in service.  17 

The intent of the CWIP Memo was that forecasting CWIP in rate base for 18 

California water utilities was appropriate because CWIP amounts were small and water 19 

utilities normally completed construction projects within one year.  The CWIP Memo 20 

advises the Commission not to endorse CWIP in rate base for energy and 21 

telecommunications utilities “where construction time often exceeds one year.”  In the 22 

past, SGVWC has argued that it should earn a return on multi-year CWIP balances 23 

                                            
155 Attachment 10-1: Policy for Including CWIP in Rate Base for Water Utilities. 
156 The Memorandum showed that the highest average construction time was for the “Tanks and 
Reservoir” category, which is 6.2 months. Attachment 10-1, p. 3. 
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because construction takes much longer now than when the CWIP Memo was written.157  1 

However, it was precisely because construction rarely exceeded one year that inclusion of 2 

CWIP in rate base was justified.  Now that the Commission is faced with evidence of 3 

construction normally exceeding one year, it should reconsider whether CWIP in rate 4 

base is justified at all. 5 

SGVWC’s CWIP balance contains past projects and associated costs remaining in 6 

the balance for several years without being used or useful or providing benefit to 7 

ratepayers.  These amounts are in rate base and in customers rates, earning the company a 8 

return for a much longer time than envisioned by the authors of the CWIP Memo.  To be 9 

consistent with the intent of the CWIP Memo, Cal Advocates bases its CWIP forecast on 10 

the projects opened for the latest full year with data available, 2020, at the time of 11 

SGVWC’s application.  This results in a CWIP forecast of $13.3 million for each year 12 

from 2022 to 2025.158 13 

Based on the above analysis the Commission should adopt a CWIP forecast of 14 

$13.3 million for each year from 2022 to 2025. 15 

If the Commission does not make the necessary adjustment to a one-year CWIP 16 

basis, the Commission should still make sure that the following projects in SGVWC’s 17 

$31.4 million balance are not recovered in customer rates. 18 

  19 

                                            
157 Attachment 10-2: A.19-01-001 Rebuttal Testimony Exhibit SG-11 Excerpt, pp. 6-10. 
158 Attachment 7-4: SGVWC Response to DR AA9-001, Q.1.a 
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Table 10-2: Individual CWIP Projects that Should be Removed (1 of 4) 1 

 (A)  
Project 

(B)  
Plant Site 

(C)  
Cost 

(C)  
Reason 

1 INSTALL ION EXCHANGE 
TREATMENT SYSTEM PLANT W6 $1,394,930  

The project to install 
a treatment system at 
Plant W6 to remove 
PFOA and PFOS 
should be paid by 
government grants. 

2 

PROCURE ION EXCHANGE 
TREATMENT EQUIPMENT & 
RESIN PLANT W6 $2,238,356  

3 Phase 3 - Improvements - 
Manage/Supervise/Inspect/Testing PLANT M7 $26  Funding for Plant 

M7 should be 
recovered from 
developer 
contributions. 

4 Phase 1 - Construct Plant M7 
Reservoirs East and West Piping PLANT M7 $26  

5 Phase 1 - Construct Plant M7 
Reservoir East and West PLANT M7 $26  

6 Plant M7 - Land Acquisition PLANT M7 $26  
7 OBTAIN PERMITS PLANT M4 $209,227  The Plant M4 

project should be 
deferred until the 
resolution of the 
Montebello 
acquisition 
proceeding. 

8 

ACQUIRE LAND PARCEL FOR 
NEW RESERVOIR PLANT M4 $12,503  

9 FENCE AND WALL PLANT M3 $1,995  

Funding for fencing, 
grading, Reservoir 
M3 West, Booster 
Station, and the 
Land Acquisition at 
Plant M3 should be 
recovered from 
developer 
contributions. 

10 GRADING PLANT M3 $644  
11 INSTALL RESERVOIR M3 

WEST PIPING PLANT M3 $3,423  
12 CONSTRUCT RESERVOIR M3 

WEST PLANT M3 $37,398  
13 INSTALL BOOSTER STATION 

PIPING PLANT M3 $1,853  
14 CONSTRUCT BOOSTER 

BUILDING PLANT M3 $4,702  
15 Plant M3 - Land Acquisition PLANT M3 $26  
16 Phase 2 - Construct Plant M3 

Booster Station Piping, Cans PLANT M3 $26  
17 Phase 1 - Construct Plant M3 

Reservoir (West) piping PLANT M3 $26  
18 Phase 1 - Construct Plant M3 

Reservoir (West) PLANT M3 $10,575  
 2 

Table Continues  3 
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Table 10-2: Individual CWIP Projects that Should be Removed (2 of 4) 1 

 (A)  
Project 

(B)  
Plant Site 

(C)  
Cost 

(C)  
Reason 

19 UV FLEX TREATMENT PILOT 
STUDY - OUTREACH PLANT B6 $5,011  

Funding for Plant B6 
should be recovered 
from cooperating 
respondent 
contributions. 

20 UVFLEX TREATMENT PILOT 
STDY-
MONITORING/PERFORMANCE PLANT B6 $63,341  

21 UV FLEX TREATMENT PILOT 
STUDY - CONSTRUCTION/ PLANT B6 $2,648,163  

22 UV FLEX TREATMENT PILOT 
STUDY - PLANNING/DESIGN/ PLANT B6 $135,944  

23 UV FLEX TREATMENT PILOT 
STUDY-DIRECT PROJECT PLANT B6 $154,676  

24 B6 PERCHLORATE IX SYSTEM 
VESSEL SLURRY OUT PIPE PLANT B6 $3,170  

25 INSTALL SECONDARY ONLINE 
CHLORINE RESIDUAL PLANT B6 $20  

26 WATER TREATMENT PLANT - 
OPERATION AND PLANT B6 ($1,288) 

27 Refurbish Well B4C PLANT B4 $5,829  The wells at Plant 
B4 are no longer 
needed. 

28 
Refurbish Well B4B PLANT B4 $6,367  

29 

Acquire B28 Land PLANT B28 $237,961  

Funding for the 
Plant B28 Land 
acquisition should 
be recovered from 
contributions. 

30 CONSTRUCT UV TREATMENT 
SYSTEM AT PLANT NO.8 PLANT 8 $1,893,402  The project at Plant 

No. 8 is stalled while 
waiting for a permit. 31 PROCURE UV TREATMENT 

EQUIPMENT TO PLANT NO.8 PLANT 8 $2,531,714  
32 INSTALL TREATMENT PIPING PLANT 2 $2,811  

The project to install 
a treatment system at 
Plant No. 2 to 
remove PFOA and 
PFOS is premature. 

33 INSTALL ION EXCHANGE 
TREATMENT SYSTEM PLANT 2 $10,865  

34 DESIGN, PERMITTING AND 
RELATED WORK PLANT 2 $1,477  

35 PROCURE ION EXCHANGE 
TREATMENT EQUIPMENT AND 
RESIN PLANT 2 $1,951,178  

36 ION EXCHANGE TREATMENT 
SYSTEM INSTALLATION PLANT 2 $613,190  

37 DESIGN, PERMITTING AND 
RELATED WORK PLANT 2 $76,416  

38 ION EXCHANGE TREATMENT 
EQUIPMENT AND RESIN PLANT 2 $928,553  

 2 
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Table 10-2: Individual CWIP Projects that Should be Removed (3 of 4) 1 

 (A)  
Project 

(B)  
Plant Site 

(C)  
Cost 

(C)  
Reason 

39 

PROCURE ION EXCHAGE 
TREATMENT EQUIPMENT AND 
RESIN PLANT 1 $20  

The project to install 
a treatment system at 
Plant No. 1 to 
remove PFOA and 
PFOS is premature. 

40 UTILITY EXCAVATION 
WITHIN ROAD RIGHT OF WAY  $2,110  

These are minor 
projects that have 
not been worked on 
in more than six 
years. 

41 IRRIGATION SERVICE  $773  
42 IRRIGATION SERVICE  $209  
43 IRRIGATION  $222  
44 IRRIGATION SERVICE  $720  
45 IRRIGATION SERVICE  $2,513  
46 2" IRRIGATION SERVICE  $486  
47 SERVICE INSTALLED 10/7/2003  $349  
48 TO SERVICE REST AREA TO 

RIVER ENTRANCE  $246  
49 2" IRRIGATION SERVICE  $2,505  
50 IRRIGATION  $389  
51 IRRIGATION  $551  
52 IRRIGATION   $496  
53 IRRIGATION SERVICE  $281  
54 IRRIGATION SERVICE  $281  
55 IRRIGATION SERVICE  $5,904  
56 IRRIGATION SERVICE  $6,450  
57 IRRIGATION SERVICE  $2,450  
58 IRRIGATION SERVICE  $325  
59 1" IRRIGATION SERVICE  $653  
60 IRRIGATION SERVICE  $1,451  
61 IRRIGATION SERVICE  $2,973  
62 IRRIGATION SERVICE  $703  
63 IRRIGATION SERVICE  $118  
64 IRRIGATION SERVICE  $239  
65 IRRIGATION SERVICE  $262  
66 IRRIGATION SERVICE  $337  

 2 

Table Continues 3 

 4 
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Table 10-2: Individual CWIP Projects that Should be Removed (4 of 4) 1 

 (A)  
Project 

(B)  
Plant Site 

(C)  
Cost 

(C)  
Reason 

67 
 

Test and inspect fire pump for 
Hillside Reservoir  $14,405  

This project should 
be charged to the 
City of Montebello 
who owned the 
Hillside Reservoir at 
the time this work 
was done. 

68 

2019 - LOS ANGELES DIVISION 
OFFICE SPACE  $276,859  

This project has 
been completed but 
is not used or useful 
and will be 
completely replaced. 

69 INSTALL 1 - 8" DOUBLE 
DETECTOR CK VALVE 
ASSEMBLY  $13,404  

These are minor 
projects that are ten 
years old and should 
not require multiple 
years to complete. 

70 INSTALL 1 - 2" COPPER 
SERVICE  $1,256  

71 INSTALL 1 - 8" DOUBLE 
DETECTOR CK VALVE 
ASSEMBLY  $13,375  

72 Total  $15,537,899  
 2 

IV. CONCLUSION 3 

The Commission should adopt Cal Advocates’ rate base forecast and reject 4 

SGVWC’s recommended forecast.5 
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CHAPTER 11 TAXES OTHER THAN INCOME 1 

I. INTRODUCTION 2 

This chapter presents analysis and recommendations relating to Taxes Other Than 3 

Income.  Taxes Other Than Income are comprised of: (1) payroll taxes, and (2) ad 4 

valorem, or property taxes.  Payroll taxes are comprised of (1) Federal Insurance 5 

Contribution Act (“FICA”); (2) Federal Unemployment Insurance (“FUI”); and (3) State 6 

Unemployment Insurance (“SUI”).  Income taxes are discussed in Chapter 12.  7 

Cal Advocates and SGVWC generally do not differ on methodologies employed 8 

to forecast Taxes Other Than Income.  The differences in total estimated taxes are largely 9 

due to differences in plant additions. 10 

II. SUMMARY OF RECOMMENDATIONS 11 

The Commission should adopt Cal Advocates’ estimates of Taxes Other Than 12 

Income.  The Commission should use the following parameters to calculate TY and 13 

Escalation Year Taxes Other Than Income: 14 

a. SGVWC’s use of effective payroll tax rates and wage bases to forecast payroll 15 
taxes are reasonable and should be applied in estimating payroll tax expense. 16 

b. SGVWC’s ad valorem tax expense methodologies are reasonable and should 17 
be applied in estimating property taxes.  Any differences between SGVWC and 18 
Cal Advocates are due to differences in the TY estimate of plant levels. 19 

III. ANALYSIS 20 

A. Payroll Taxes 21 
Payroll taxes are estimated based upon the applicable tax rates and minimum wage 22 

bases applied to forecasted payroll levels.  The applicable rate for each of the taxes are 23 

applied to each employee’s estimated salary up to the maximum taxable limit. 24 

SGVWC and Cal Advocates both use the FICA rate of 6.2% in the TY applicable 25 

to the estimated FICA wage base of $150,500 in 2023 and $153,200 in 2024.  In addition, 26 

total FICA also includes 1.45% of each employee’s total annual wages for the Medicare 27 

component of FICA.  SGVWC’s forecast of the FICA (6.2%) wage base for 2023 and 28 
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2024 is consistent with the historical five-year average increases by the Social Security 1 

Administration.  The 1.45% Medicare component does not have a maximum wage cap. 2 

The maximum taxable wage base for both FUI and SU taxes is the first $7,000 of 3 

each employee’s annual wages and is not forecasted to change.  SGVWC and Cal 4 

Advocates both use 0.6% as the FUI tax rate and 2.3% as the SUI tax rate because both 5 

rates are consistent with historical actual tax rates.  6 

B. Ad Valorem Taxes 7 
SGVWC bases its estimate for property taxes on historical County Assessor 8 

valuations and the underlying methodologies applied to estimate plan additions in the 9 

TY.  The forecasted tax is based on a calculated average effective tax rate applied to 10 

forecasted (net) plant investment.  Plant in service is reduced by intangibles, advances 11 

and contributions for construction, and deferred income taxes. 12 

SGVWC’s method of estimating ad valorem taxes for the TY is reasonable.  The 13 

differences between SGVWC and Cal Advocates’ estimate of Ad Valorem Taxes is due 14 

to differences in forecasted plant estimates. 15 

IV. CONCLUSION 16 

The Commission should adopt Cal Advocates’ TY estimates of Taxes Other Than 17 

Income.  Cal Advocates and SGVWC generally do not differ on methodologies employed 18 

to forecast Taxes Other Than Income.  The differences in total estimated taxes are largely 19 

due to differences in forecasts for plant additions. 20 
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CHAPTER 12 INCOME TAXES 1 

I. INTRODUCTION 2 

This chapter presents the analysis and recommendations of the Public Advocates 3 

Office (“Cal Advocates”) relating to regulated income tax expenses in Los Angeles 4 

Division of SGVWC Valley Water Company’s (“SGVWC”).  Regulated income tax 5 

expense is comprised of federal income taxes (“FIT”), and California Corporate 6 

Franchise Taxes (“CCFT”). 7 

Cal Advocates and SGVWC generally do not differ on the methodologies 8 

employed to forecast regulated income tax expenses.  SGVWC has accounted for the 9 

impacts of the 2017 Tax Cuts and Jobs Act (“TCJA”).  Any differences in total estimated 10 

income taxes are due to differences in forecasted operating revenues, expenses, and plant 11 

additions. 12 

Cal Advocates’ Results of Operations table summarizes the differences in 13 

estimates between the Cal Advocates and SGVWC.   14 

II. SUMMARY OF RECOMMENDATIONS 15 

The Commission should adopt Cal Advocates' estimates for FIT and CCFT for the 16 

Test Year as reflected in Cal Advocates Results of Operation table. The Commission 17 

should use the following parameters to determine Test Year and Escalation Year income 18 

tax expense: 19 

a. The corporate tax rate of 21% should be used to compute FIT and the net-20 
to-gross multiplier.  The state corporate income tax rate of 8.84% should be 21 
used to compute CCFT and the net-to-gross multiplier.  For estimating 22 
income tax expenses, both Cal Advocates and SGVWC used this tax rate. 23 

b. The FIT rate of 21% should be used to revalue accumulated deferred 24 
income taxes (“ADIT”) to be deducted from the rate base.  Both Cal 25 
Advocates and SGVWC used this tax rate to revalue ADIT in accordance 26 
with the TCJA. 27 

c. Excess Accumulated Deferred Income Taxes (“Excess ADIT”) resulting 28 
from the reduction in the FIT rate from 35% to 21% should be recognized 29 
and accounted for as a direct reduction FIT expense. The accounting of 30 
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Excess ADIT should be consistent with the normalization requirements of 1 
the TCJA which SGVWC has employed.159 2 

d. All federal and state tax timing differences should be flowed through to 3 
ratepayers to the extent allowed by Commission policy, and federal and 4 
state tax laws. 5 

III. ANALYSIS 6 

The following section provides an overview of regulated income tax expenses and 7 

discusses certain specific tax deductions, credits, and other tax policy issues used to 8 

determine taxable income for ratemaking purposes.160 9 

Income tax expense reflects the cost of service and is in this way like any other 10 

expense in a GRC proceeding.  Estimating income tax expense is unique however, 11 

because in addition to reviewing historical payments, objective projection criteria must be 12 

applied to estimate the Test Year tax expense.  Income tax expense is a mixture of 13 

projected taxable income streams, booked expenses, tax credits, and special tax 14 

deductions, calculated within the contexts of real-world tax laws and regulatory tax 15 

policies.161  16 

A. Basis for Regulated Tax Expense 17 
While the mathematical model used to calculate tax expense is seemingly 18 

unambiguous, the underlying accounting conventions, applicable tax rates, and the 19 

                                            
159 The Excess ADIT amounts consisted of 2 components; (a) the accumulated amortization of EDIT 
from January 2018 through June 2020 (including interest) which is fully amortized, and (b) the ongoing 
amortization of Excess ADIT commencing with the Test Year beginning July 1, 2020. Ongoing 
amortization of Excess ADIT has two sub-components; and (1) an “unprotected” portion not subject to 
the IRC’s normalization rules and it is already amortized, and (2) the “protected” portion, to which the 
Internal Revenue Code’s (“IRC”) normalization rules apply, which SGVWC is still amortizing. 
160 Unless otherwise noted, all discussions apply equally to both federal and state tax expenses. 
161 Tax expense also includes taxes that are a function of the payment of employee compensation, 
(payroll taxes), and the ownership of plant and property (ad valorem taxes). This category of taxes is 
referred to as Taxes Other Than Income. 
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determination of what constitutes allowable deductions are necessarily a function of 1 

current FIT and CCFT tax laws, including new laws expected to affect the Test Year. 2 

Forecasted tax expense is based on adopted regulatory tax policy as determined by 3 

numerous Commission decisions, and the Cal Advocates' recommended tax policies.  4 

These decisions and policies should be considered when reviewing SGVWC's tax 5 

expense. 6 

Much of the Commission’s existing tax policy was established in D.84-05-036162 7 

and then with numerous subsequent decisions.163164  Cal Advocates’ goal is to achieve 8 

the lowest possible rate for service consistent with reliable and safe levels of service.165 9 

As this applies to taxes, the goal is to minimize regulated tax expense to the extent 10 

possible, which in turn minimizes revenue requirements for taxes.  Another way to 11 

articulate this goal is that the Test Year’s income tax expense estimate should reflect, to 12 

the extent possible, the current (Test Year) deduction of expenses in which there is a 13 

book/tax timing difference. The Commission should continue to promote policies that 14 

result in the Test Year tax estimate reflecting, to the extent possible, the flow-through of 15 

forecasted expenditures.166  16 

B. FIT Deduction for Prior Year’s CCFT 17 
For FIT purposes, the amount of CCFT allowed as a deduction by the Internal 18 

Revenue Service (“IRS”) is the CCFT liability of the prior year. This creates a timing 19 

                                            
162 D.84-05-036 adopted ratemaking policy for a variety of tax issues. 
163 D.87-09-026 authorized various ratemaking methods that utilities may adopt to recover the federal tax 
imposed upon CIAC pursuant to the Tax Reform Act of 1986. D.88-01-061 adopted ratemaking policies 
for a variety of tax issues. 
164 See D.84-05-036, discussion at Section I, pgs. 32-33a. The Commission refused to adopt additional 
normalization requirements beyond those required for depreciation. 
165 Public Utilities Code §309.5. 
166 The Cal Advocates' ability to flow-through certain tax deductions and benefits is limited by Income 
Tax Normalization requirements of the Internal Revenue Code, as well as tax policy, established in D.84-
05-036. 
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difference between when the payment of the CCFT is made and when it is allowed as a 1 

tax deduction. D.89-11-058 requires that the prior-year last Commission adopted CCFT 2 

amount be used as the deduction for CCFT for ratemaking purposes to arrive at FIT 3 

taxable income in the Test Year.167 Cal Advocates and SGVWC agrees with this 4 

methodology. 5 

C. Deferred Income Taxes and Excess Accumulated 6 
Deferred Income Taxes and the TCJA 7 

The reduction in the FIT rate from 35% to 21% created Excess ADIT, which is the 8 

portion of deferred income taxes that ratepayers funded in rates, before the reduction in 9 

the FIT. The reduction in the corporate income tax rate requires utilities to revalue 10 

current deferred income taxes (“DIT”) at the 21% rate because the lower rate decreases 11 

the Utilities’ federal tax liabilities in the future. As a result, deferred tax reserves are 12 

more than the utility’s federal tax liabilities thus creating “Excess” ADIT.  13 

As defined in Section 13001(d)(3)(A) of TCJA, the Excess ADIT is the difference 14 

between the recorded accumulated deferred federal income tax (“ADFIT”) and the 15 

revalued amount of the ADFIT after the federal income tax rate changed. Section 16 

13001(d)(3)(A) of TCJA defines excess tax reserve as follows: 17 

the term ‘‘excess tax reserve’’ means the excess of— (i) 18 
the reserve for deferred taxes (as described in section 19 
168(i)(9)(A)(ii) of the Internal Revenue Code of 1986) 20 
as of the day before the corporate rate reductions 21 
provided in the amendments made by this section take 22 
effect, over (ii) the amount which would be the balance 23 
in such reserve if the amount of such reserve were 24 
determined by assuming that the corporate rate 25 

                                            
167 However, in some cases, the current or Test Year estimated CCFT amount may be used as a Test Year 
FIT deduction. This is particularly true when there is no firm prior year’s payment information or the 
prior year’s amount is merely an estimate based on progressive annual estimates or when there is simply 
no “last adopted” CCFT amount. In D.89-11-058, the Commission agreed with the Cal Advocates’ 
position that the Test Year CCFT amount may also be used as a convenient approximation for the prior 
year’s CCFT expense in the calculation of the Test Year FIT. The Commission explained that this is done 
to avoid preparing a complete summary of earnings for the prior year 



12-5 

reductions provided in this Act were in effect for all 1 
prior periods. 2 

The ADFIT before revaluation represents the amount SGVWC already collected 3 

from ratepayers in prior years to pay future federal income taxes. SGVWC revalued its 4 

ADFIT amount to reflect the new 21% FIT tax rate in accordance with this provision of 5 

TCJA. The difference between these two will provide the Excess ADIT amount. For 6 

ratemaking purposes and to ensure that excess reserves are returned to ratepayers, 7 

SGVWC accurately recognized and accounted for Excess ADIT as a regulatory liability.  8 

The Excess ADIT amounts consisted of two components:168 (a) the accumulated 9 

amortization of Excess EDIT from January 2018 through June 2020 (including interest) 10 

which is fully amortized, and (b) the ongoing amortization of Excess ADIT commencing 11 

with the Test Year beginning July 1, 2020.  Ongoing amortization of Excess ADIT has 12 

two sub-components; and (1) an “unprotected” portion not subject to the Internal 13 

Revenue Code’s (“IRC’s”) normalization rules and it is already amortized,169 and (2) the 14 

“protected” portion, to which the IRC normalization rules apply, which SGVWC is still 15 

amortizing. The Cal Advocates agrees with this methodology.  16 

D. Interest Expense 17 
For FIT purposes, Cal Advocates and SGVWC estimated interest expense by 18 

applying the weighted average cost of long-term debt from SGVWC’s capital structure to 19 

the total rate base. Differences in the total amount of interest expense deductible for 20 

regulated income tax purposes are, therefore, the result of differing rate base estimates 21 

between SGVWC and Cal Advocates. 22 

                                            
168 SGVWC's Response to Cal Advocates' DR JBQ-010 Q.2b. 
169 Excess ADIT stemming from other tax benefits such as the “Repairs Regulations” are not subject to 
the normalization rules. These deferred taxes are commonly referred to as “Unprotected.” The TCJA does 
not provide for rules for amortizing Excess ADIT on Unprotected balances; this is left up to the 
regulatory agency. 
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There are two normalization options to amortize ITC for regulated tax purposes 1 

for Public Utility corporations. Under Option One, the tax benefits of investment tax 2 

credit (ITC) are flowed through to ratepayers by deducting deferred ITC from the rate 3 

base. As each year passes, the deferred ITC balance decreases, thereby proportionally 4 

restoring the rate base over the book life of the plant that generated it. Under Option Two, 5 

the tax benefits of ITC are proportionally flowed through as a direct reduction to 6 

estimated FIT. 7 

The unamortized deferred investment tax credit (ITC) balance was deducted from 8 

the rate base for this calculation because SGVWC is an Option One company. The 9 

method of “interest synchronization” that normally results in a higher interest deduction, 10 

and therefore, a lower regulated FIT expense, does not apply to SGVWC because of how 11 

SGVWC treats unamortized Investment Tax Credit (Option One).  For CCFT purposes, 12 

Cal Advocates and SGVWC also deducted the unamortized ITC from the rate base before 13 

applying the same debt cost factor. 14 

E. Investment Tax Credit (“ITC”) 15 
As discussed above, public utilities can select either of these two normalization 16 

options to amortize ITC for regulated tax purposes.  Cal Advocates does not have a 17 

policy preference as to which option is used. 18 

SGVWC uses Option One.  This means the FIT expense was not reduced directly 19 

by the annual amortization of ITC.  Instead, amortized ITC reduced the rate base.170 The 20 

Cal Advocates accepts SGVWC’s methodology.  21 

IV. CONCLUSION 22 

Cal Advocates and SGVWC have no methodological differences for computing 23 

regulated tax expenses. Any differences are due to different estimates for revenues, 24 

                                            
170 Under current federal tax law, ITC must be amortized over the life of the underlying plant when 
estimating regulated federal income tax expense. Generally, this method of normalizing ITC applies to 
plant placed in service after 1980. 



12-2 

operating expenses, and plant additions. The Commission should adopt Cal Advocates' 1 

estimates for tax expense as reflected in Cal Advocates Results of Operation table. 2 
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CHAPTER 13 BALANCING AND MEMORANDUM ACCOUNTS 1 
REVIEW 2 

I. INTRODUCTION 3 

This chapter addresses SGVWC’s balancing and memorandum accounts 4 

(“surcharge accounts”) for the Los Angeles division and presents Cal Advocates’ analysis 5 

and recommendations.  The Direct Testimony of Joel M. Reiker presents SGVWC's 6 

proposed actions for the utility’s surcharge accounts in the Los Angeles division.171  In 7 

response to discovery, SGVWC provided updated balances.172  This chapter incorporates 8 

Cal Advocates’ analysis on the updated materials and review of the balances as of 9 

December 31, 2021.  10 

SGVWC currently maintains 16 surcharge accounts in its LA division,173 and 11 

requests to establish a new account titled Montebello Acquisition Memo Account 12 

(“MAMA”).174  Surcharge accounts allow a utility to operate without the discipline of a 13 

budget.  The proliferation of surcharge accounts reduces the transparency of customer bill 14 

impacts as surcharges are generally not reflected in the rate increases proposed in general 15 

rate cases (GRCs).  The proliferation of these accounts complicates the Commission’s 16 

review and reduces a utility’s incentive to accurately forecast costs.  In 1985, the then 17 

Executive Director of the Commission warned that:  18 

we can expect utilities to continually press for the comfort of more balancing 19 
accounts and the green light to file a variety of offset applications between general 20 
rate proceedings…it is the CPUC’s task to recognize that desire and pressure and 21 

                                            
171 Direct testimony of Joel M. Reiker, p. 59, attachment N, A.22-01-003. 
172 SGVWC's Response to Cal Advocates' DR JBQ-002 Q.2. 
173 SGVWC's Response to Cal Advocates' DR JBQ-002 Q.3. 
174 Direct testimony of Joel M. Reiker, p. 57.  To the extent SGVWC still has an application for approval 
of the purchase of Montebello’s water system pending at the time the Commission issues a final decision 
in this GRC. 



13-2 

weigh it against the need to have management incentive working to minimize 1 
costs.175  2 
The Executive Director also stated that the process of reviewing surcharge 3 

accounts has essentially shifted the burden of proof to Cal Advocates and intervenors to 4 

show that expenditures are not prudent.176  5 

Surcharge accounts can mask the overall impact of utilities’ proposals in GRCs.  6 

For example, in this application the accounts that SGVWC wants to amortize in the Los 7 

Angeles division have a total surcharge balance of $1,429,413 as of December 31, 8 

2021.177  This surcharge amount is approximately 1.53% of its total proposed Revenue 9 

Requirement for Test Year 2023-24.178 This surcharge account amount is not reflected in 10 

the proposed rate increase for the Test Year.179  Therefore, the full impact of SGVWC’s 11 

requests on ratepayers’ bills is not transparent. 12 

The Commission should underscore the importance of reducing the total number 13 

of surcharge accounts by requiring utilities to close accounts whenever possible and 14 

remove their reference from the related preliminary statements.   15 

II. SUMMARY OF RECOMMENDATIONS 16 

The Commission should require SGVWC to refund a total overcollection balance 17 

of $574,566 as of December 31, 2021, as a fixed monthly surcredit presented in the table 18 

13-1 in this testimony.  As of December 31, 2021, SGVWC’s workpapers account for a 19 

total undercollection balance of $1,429,413.  The difference between SGVWC’s 20 

                                            
175 See Attachment 13-1: Balancing Accounts History, p. 6. 
176 See Attachment 13-1: Balancing Accounts History, p. 4. 
177 See Table 13-1: Balancing and Memorandum Accounts for Amortization (Last Row). 
178 SGVWC's proposed Revenue Requirement for Test Year 2023-24 is $93,377,000. The accounts for 
what SGVWC requested recovery in this GRC application have a total surcharge balance of $1,429,413 
as of December 31, 2021. It is around 1.53% of the proposed revenue requirement in the Test Year. 
($1,429,413/ $93,377,00 = 1.53%). 
179 SGVWC GRC Proceeding A.22-01-003. 
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workpaper and Cal Advocates recommendation is $2,003,979 and it is due to the balance 1 

of three accounts.180181  2 

The Commission should require SGVWC to close five out of its 16 surcharge 3 

accounts.  SGVWC should issue a refund or surcharge to ratepayers, and close multiple 4 

accounts, as summarized below: 5 

1. The Commission should allow SGVWC to continue the Plaintiff Water 6 
Quality Litigation Memorandum Account (Plaintiff WQLMA) but not to 7 
amortize the overcollection balance of $9,928,724 as of December 2021 8 
because it is premature as the Company will continue to be involved in 9 
litigation and other activities. 10 

2. The Commission should require SGVWC to refund $2,629,329 to 11 
ratepayers and close the Water Rights Memorandum Account because 12 
SGVWC does not need a surcharge account to purchase water rights 13 
outside of a GRC proceeding. 14 

3. The Commission should allow SGVWC to continue the PFAS 15 
Memorandum Account, but not to amortize the recorded balance as it is 16 
premature. 17 

4. The Commission should require SGVWC to close the 2018 Tax 18 
Accounting Memorandum Account after authorizing recovery of the 19 
recorded undercollection from ratepayers as surcharges, but the authorized 20 
amortization balance should be the December 2021 reported balance of 21 
$302,941, not the proposed August 2021 balance. 22 

5. The Commission should require SGVWC to close the A.19-01-001 Interim 23 
Rates Memorandum Account (IRMA) after the requested refund of the 24 
overcollection, but the refund amount should be the December 2021 25 
reported balance of $411,348, not the proposed August 2021 balance. 26 

6. The Commission should require SGVWC to close the El Monte Office 27 
Memorandum Account after authorizing recovery of the recorded 28 
undercollection from ratepayers as surcharges, but the authorized 29 
amortization balance should be the December 2021 reported balance of 30 
$3,272, not the proposed August 2021 balance. 31 

7. The Commission should require SGVWC to close the School Lead Testing 32 
Memorandum Account as proposed by SGVWC. 33 

                                            
180 1,429,413 undercollection minus 574,566 overcollection is equal to 2,003,979 in a number line. 
181 Plaintiff WQLMA, PFAS MA, and Water Rights MA 
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8. The Commission should require SGVWC to rename the "WRAM 1 
Memorandum Account" to “Conservation WRAM Memorandum Account" 2 
to avoid confusion, allow the Company to amortize the undercollection and 3 
continue the account as proposed, but the authorized amortization balance 4 
should be the December 2021 reported balance of $1,088,276, not the 5 
August 2021 balance as proposed. 6 

9. The Commission should require SGVWC to be consistent in using the same 7 
name for its surcharge accounts as the name identified in its preliminary 8 
statement, workpapers in future GRC proceedings to avoid confusion, and 9 
failure to be consistent with the preliminary statement should be deemed a 10 
tariff violation.182 11 

The Commission should also require SGVWC to report the previously audited 12 

balance of every listed account in future GRC applications.  Reporting audited balance 13 

reduces regulatory burden, increases transparency, and ensures ratepayers pay only for 14 

prudently incurred costs. 15 

III. ANALYSIS 16 

SGVWC requests to review and dispose of surcharge account balances as of 17 

August 2021.183  SGVWC provided updated balances as of December 2021 in response 18 

to a Data Request.184  Cal Advocates audited the updated balances as of December 19 

2021.185 20 

As of December 31, 2021, SGVWC maintains 16 surcharge accounts in its Los 21 

Angeles division.  Of its 16 accounts,186 SGVWC requests to review 11 accounts in this 22 

                                            
182 A.19-01-001 Interim Rates MA and D. 20-08-006 Interim Rate (IRMA) are the same account 
mentioned in two places in Joel M. Reiker's testimony, p. 61 and Attachment N. 
183 Direct Testimony of Joel M. Reiker's, p. 59. 
184 SGVWC's Response to Cal Advocates' DR JBQ-002 Q.2. 
185 SGVWC's Response to Cal Advocates' DR JBQ-002 Q.2. 
186 Out of a total of 16 accounts in the LA division, Cal Advocates hasn't reviewed 5 in this GRC 
application. These are Catastrophic Event Memorandum Account (CEMA), Section 790, Water Quality 
Litigation Memorandum Account (WQLMA, defense-related), Power Cost Balancing Account, and 
Conservation Program (one-way balancing account). 
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GRC cycle. The following table summarizes the 11 accounts that Cal Advocates 1 

reviewed in this GRC application.  2 

Table 13-1: Balancing and Memorandum Accounts for Amortization 3 

Account Name SGVWC's 

Workpaper as of 

December, 2021 

Cal Adv' Review 

as of December, 

2021 

Cal Adv' 

Recommendation 

 
$ Undercollection/ 

(Overcollection) $ 
 

Plaintiff Water Quality 

Litigation MA187 
(2,482,181)   

Do not amortize, 

Continue 

Water Rights MA   1,763,081  (2,629,329) Refund, Close 

PFAS MA     93,750   
Do not amortize, 

Continue 

2018 Tax Accounting 

MA 
     302,941     302,941  Surcharge, Close 

A.19-01-001 Interim 

Rates MA 
 (411,348)   (411,348) Refund, Close 

El Monte Office MA         3,272        3,272  Surcharge, Close 
School Lead Testing 

MA 
Immaterial Immaterial Close 

WRAM MA    1,088,276   1,088,276  Surcharge, Continue 

Previously Authorized 

Balances BA 
      14,982     14,982  Surcharge, Continue 

CA Alternative Rates 

for Water BA (CARW) 
 458,680      458,680  Surcharge, Continue 

Water Cost BA     597,960     597,960  Surcharge, Continue 
Total   $1,429,413  $(574,566)  

 4 

                                            
187 Ratepayer portion only. SGVWC proposed 25% of net proceeds to ratepayers. Cal Advocates adjusted 
SGVWC’s calculated net proceeds to find the actual net proceeds balance and recommended to allocate 
67% of actual net proceeds to ratepayers.  
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Out of these 11 accounts, Cal Advocates recommends a different balance than 1 

what is presented in SGVWC’s workpaper for one account,188 recommends not to 2 

amortize two other accounts.189 Out of these 11 accounts, Cal Advocates recommends 3 

closing five,190 and continuing the remaining six.191 4 

The Commission should require SGVWC to refund the net overcollection balance 5 

of $574,566 as a fixed monthly surcredit for a period of 12 months to credit the 6 

December 2021 balance presented in table 13-1 (third column) in this testimony. 7 

Cal Advocates’ review of surcharge accounts includes an analysis of each 8 

account’s general ledger transaction details, interest calculations, authorizing 9 

document(s), and invoices to ensure that there was no double recovery of expenses.  10 

A. Plaintiff Water Quality Litigation Memorandum Account 11 
(“WQLMA”) 12 

In this GRC, through Special Request number 7, SGVWC is requesting that the 13 

Commission allow the distribution of an alleged net proceed balance of $9,925,994 14 

recorded in the Plaintiff WQLMA as of August 2021.  SGVWC proposes to allocate 75% 15 

of this balance to shareholders and the remaining 25% as ratepayers refund.192 16 

                                            
188 Water Rights MA. 
189 PFAS MA and Plaintiff WQLMA. 
190 Water Rights MA, A.19-01-001 Interim Rates MA, 2018 Tax Accounting MA, El Monte Office MA, 
School Lead Testing MA. 
191 Plaintiff Water Quality Litigation MA, Previously Authorized Balances BA, WRAM MA, PFAS MA, 
CA Alternative Rates for Water BA (CARW), Water Cost BA. 
192 See Direct Testimony of Joel M. Reiker, p. 64. 
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Per SGVWC’s workpaper, the alleged net proceed balance increased to 1 

$9,928,724 as of December 2021,193 which is the balance Cal Advocates uses in its 2 

review.194 3 

The purpose of this Plaintiff WQLMA is to track plaintiff-related outside legal and 4 

consulting expenses associated with pursuing polluters for the costs of groundwater 5 

cleanup, as well as to record the proceeds recovered from polluters as damage awards.  6 

The Commission directed SGVWC to record the proceeds recovered in the form of 7 

damage awards that are not immediately recorded as contributions in aid of construction 8 

or offsets to operating expenses.195  9 

As discussed in the Direct Testimony of Mr. Baki for General Office, Chapter 4, 10 

Special Request 7, Cal Advocates recommends that if the Commission approves any 11 

allocation, the ratepayers should receive at least 67% of the actual net proceeds, and 12 

shareholders should receive the remaining 33% as an adequate incentive for pursing the 13 

polluters, following an earlier Commission decision regarding the sharing of SGVWC’s 14 

contamination proceeds in its Fontana division.196 15 

However, because SGVWC continues to have litigation related expenses, the 16 

Commission should not allow amortization of the alleged net proceeds balance of 17 

$9,928,724 as of December 2021 so the Company can cover any future remediation 18 

activities and costs that might otherwise require reimbursement by ratepayers.197  With 19 

                                            
193 As of December 2021, Plaintiff WQLMA had a debit balance (including accrued interest) of 
$5,148,523 in outside legal and consulting costs.  At the same time, Plaintiff WQLMA had an after-tax 
credit balance (including accrued interest) of $(15,077,247) in groundwater contamination proceeds 
received in a form of general damage award. Thus, the net proceeds balance booked in the Plaintiff 
WQLMA as of December 2021 is $(9,928,724). 
194 SGVWC's Response to Cal Advocates' DR JBQ-002 Q.2, workpaper titled "LA Plaintiff WQLMA." 
195 SGVWC Preliminary Statement I1. 
196 D.08-04-005 shares the contamination proceed in the SVGWC's Fontana division by a percentage of 
67% to ratepayers, and 33% to shareholders. 
197 Cal Advocates is not opposing SGVWC to recover its legal costs. Instead, it is just opposing its 
request to split the alleged net proceeds at this time. 
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access to the funds in this account, SGVWC’s working cash allowance should be reduced 1 

by the $9,928,724 balance in the account.  Finally, the Plaintiff WQLMA should remain 2 

open as requested to capture future litigation related costs.  Please see Direct Testimony 3 

of Mr. Baki for General Office, Chapter 4, Special Request 7 for details.  4 

B. Water Rights Memorandum Account 5 
The Commission should require SGVWC to close this surcharge account 6 

following a refund of the $(2,629,329) balance as of December 2021 and remove its 7 

reference from the preliminary statement. 8 

This surcharge account was established pursuant to D.17-06-008.198 The purpose 9 

of this account is to track the revenue requirement portion related to the purchase of 10 

water rights.199 As of December 31, 2021, the balance of this account is $1,763,081.22.200  11 

SGVWC wants to amortize and continue this account to purchase water rights in the 12 

future whenever available. 13 

However, SGVWC has been leasing out ratepayer-funded water rights since 1994, 14 

but not sharing the revenues received with these lease-outs with ratepayers.201  Public 15 

Utilities Code § 851202 requires the Company to seek the Commission's approval before 16 

                                            
198 Ordering Paragraph 1, Settlement Section III.E16. 
199 SGVWC Preliminary Statement K. 
200 SGVWC's Response to Cal Advocates' DR JBQ-002 Q.2, workpaper titled "LA & FWC Water Rights 
Memo". 
201 SGVWC's Response to Cal Advocates' DR AA9-005 (LA Water Rights II), Q.1a. 
202 Cal. Pub. Util. Code § 851 (“A public utility, other than a common carrier by railroad subject to Part 
A of the Interstate Commerce Act (49 U.S.C. Sec. 10101 et seq.), shall not sell, lease, assign, mortgage, 
or otherwise dispose of, or encumber the whole or any part of its railroad, street railroad, line, plant, 
system, or other property necessary or useful in the performance of its duties to the public, or any 
franchise or permit or any right thereunder, or by any means whatsoever, directly or indirectly, merge or 
consolidate its railroad, street railroad, line, plant, system, or other property, or franchises or permits or 
any part thereof, without first having either secured an order from the commission authorizing it to do so 
for qualified transactions valued above five million dollars ($5,000,000), or for qualified transactions 
valued at five million dollars ($5,000,000) or less, filed an advice letter and obtained approval from the 
commission authorizing it to do so.”).   
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leasing out water rights.203  SGVWC has not previously sought the Commission’s 1 

approval before leasing out water rights.  2 

In response to Cal Advocates discovery, SGVWC provided a list of leased-out 3 

water records since 2000 and the amount of unallocated revenue received.204  In 4 

September, 2020 Cal Advocates filed a Motion for an Order to Show Cause in Suburban 5 

Water Company’s GRC (A.20-03-001) regarding Suburban’s lease-out of water rights 6 

without Commission authorization and without sharing lease revenues with ratepayers.205  7 

Given the issues raised in Cal Advocates’ motion in the Suburban GRC, for the year 8 

2020, SGVWC offset its purchasing water cost with the lease revenue of $140,000.206  In 9 

sum, with the exception of lease revenues for the year 2020, SGVWC did not share 10 

revenue for its water rights leases with ratepayers dating as far back as 2000.   11 

Since the ratepayer-funded water rights are part of the rate base, applying the 12 

historical authorized Rate of Return, SGVWC’s revenues from the lease-out of its water 13 

rights account for $6,274,872 in today’s dollar as shown in Table 13-3.  Cal Advocates 14 

has not calculated the monetary value of leased-out revenue before the year 2000.  15 

However, as SGVWC has been leasing out ratepayer-funded water rights since 1994,207 16 

the Company’s total revenues could have been even higher than $6,274,872 if all such 17 

water leases were taken into account since 1994.   18 

To accurately reflect the cost and benefits of water rights in SGVWC’s associated 19 

surcharge account. the balance reported by SGVWC should be updated with the revenue 20 

                                            
203 See D.04-03-069. 
204 See Attachment 13-2: Leased water revenue provided in response to Cal Advocates' DR AA9-005 
Q.1b. 
205 Motion of the Public Advocates Office for an Order to Show Cause, A.20-03-001 (September 
22, 2020), available at 
https://docs.cpuc.ca.gov/PublishedDocs/Efile/G000/M347/K563/347563183.PDF.   
206 SGVWC's Response to Cal Advocates' DR AA9-005 Q.2a.   
207 SGVWC's Response to Cal Advocates' DR AA9-005 (LA Water Rights II), Q.1a. 
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allocation due to ratepayers.  This is particularly essential given that ratepayers will 1 

continue to fund the purchase of these water rights.  2 

As the leasing of water rights does not require any additional investment by 3 

SGVWC, these transactions are considered “Passive” per Commission-established rules 4 

for non-Tariff Products & Services (NTP&S).208  For passive NTP&S projects, 5 

shareholders receive 70% of the revenues and ratepayers receive the remaining 30%.209  6 

But in D.04-03-069, Southern California Water Company (SCWC)210 was ordered to 7 

credit ratepayers with 70% of the total lease revenues accrued from the inception of the 8 

lease through the effective date of that decision, plus interest since the Company failed to 9 

comply with Public Utilities Code § 851: 10 

SCWC’s failure to seek § 851 reviews for the lease creates an unfortunate issue of 11 
how to enable ratepayers to gain the benefit of their appropriate 70% share of the 12 
revenues that SCWC previously has unilaterally assigned for the benefit of 13 
shareholders. We agree with ORA that the best approach is to require SCWC to 14 
credit customer bills by the appropriate ratepayer share, plus interest.211 15 

  16 

Consistent with the findings pertaining to SCWC, the Commission should require 17 

SGVWC to allocate 70% of the total lease revenues of $6,274,871 to the ratepayers and 18 

the remaining 30% to shareholders.  The following table has the detailed calculation of 19 

SGVWC’s collected revenue in present-day dollars, and how much ratepayers should 20 

receive after the proper allocation. 21 

                                            
208 Rule X.C (Revenues) of D.10-10-019, as modified by 12 D.11-10-034. 

A utility shall classify all NPT&S as active or passive. For a new NTP&S, which requires approval by the 
Commission by advice letter pursuant to Rule X.G, an active project requires a shareholder investment of 
at least $125,000. Otherwise, the new NTP&S shall be classified as passive. 
209 The Commission’s Affiliate Transaction and Non-Tariff Product & Services (NTP&S) per D.11-10-
034. Rule X.C. 
210 Southern California Water Company has since been re-named as the Golden State Water Company.     

211 D.04-03-039 at p. 57.   
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 1 

Table 13-2: Allocation of Leased Water Revenue 2 

 3 
 4 

A 70% allocation of $6,274,871 results in a ratepayer refund of $4,392,410. As of 5 

December 31, 2021, SGVWC had a $1,763,081 under-collected balance recorded in its 6 

Water Rights Memorandum Account.  Adjusting this undercollection with the 7 

recommended ratepayer allocation of $4,392,410 results in a net overcollection of 8 

$2,629,329.  The Commission should require SGVWC to refund this amount to 9 

ratepayers. 10 

The $1,882,461 in Cell G10 of Table 13-2 represents the 30% leased water 11 

revenue allocation to the shareholders in present-day dollars. San Gabriel has already 12 

collected this amount from ratepayers by leasing its water rights over the years and 13 

pocketing the entire earned revenues. The amount is being used to offset the total lease 14 

water revenue of $6, 274,872 as shown in E10. 15 
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SGVWC has been leasing out ratepayer-funded but unused water rights for 1 

decades, but requests to continue the surcharge account in the event it purchases 2 

additional water rights.  It is not reasonable for a water IOU to track for future recovery 3 

of purchasing new assets from ratepayers when identical unused assets have already been 4 

purchased and funded by ratepayers. 5 

Importantly, SGVWC does not require a surcharge account to purchase water 6 

rights outside of a GRC.  As a non-depreciable asset, any additional water rights that 7 

SGVWC determines are necessary to purchase can be recovered by adding to ratebase at 8 

the actual cost incurred when determined to be reasonable in a subsequent GRC.  9 

The Commission should require SGVWC to refund $2,629,329 to the ratepayers 10 

and close this surcharge account.  11 

C. PFAS Memorandum Account 12 
SGVWC proposes to continue this surcharge account following amortization.  Cal 13 

Advocates recommends the surcharge account remain open and the balance not be 14 

amortized until the potential for offsetting federal grants have been resolved. 15 

The purpose of this surcharge account is to track incremental operating costs, 16 

customer and public notifications, and alternative sources of supply, to the extent the 17 

Utility is not ready to recover these expenses, to comply with regulatory standards set by 18 

the State Water Resources Control Board to detect, monitor, report and remediate per- 19 

and polyfluoroalkyl substances (PFAS) in drinking water.212 20 

As of August 2021, this account has an undercollection balance of $78,367, which 21 

SGVWC has proposed to amortize as surcharges.213 22 

Cal Advocates reviewed the balance up to December 2021 when the 23 

undercollection balance increased to $93,750.214 24 

                                            
212 SGVWC Preliminary Statement W2. 
213 Direct testimony of Joel M. Reiker, p. 61 (table 10), and attachment N, A.22-01-003. 
214 SGVWC's Response to Cal Advocates' DR JBQ-002. 
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The Biden administration is about to disburse billions of dollars from the 2021 1 

infrastructure bill to tackle drinking water contamination through PFAS.215 As a 2 

regulated investor-owned water utility, SGVWC is expected to receive federal funds for 3 

water-quality testing, contractor training, and new treatment systems, among other 4 

measures.216 Since the expected federal funds will offset the balance recorded in the 5 

PFAS memorandum account, it is therefore premature to amortize the existing balance 6 

recorded in the account.217  The Commission should not allow SGVWC to amortize the 7 

balance until the potential for incoming federal funds have been resolved.  8 

The Commission should require SGVWC to continue this account without 9 

amortization at this time. 10 

D. 2018 Tax Accounting Memorandum Account 11 
SGVWC proposes to continue this surcharge account following amortization. Cal 12 

Advocates opposes this request.  13 

The purpose of this surcharge account is to track the revenue requirement impacts 14 

of the Tax Cuts and Jobs Act of 2017, including the reduction of the federal tax rate for 15 

businesses from 35% to 21%.218 16 

SGVWC is able to incorporate the new federal tax rate directly into its revenue 17 

requirement in this GRC and in response to a data request it intends to close this 18 

surcharge account following amortization.219  Thus, this account will no longer be 19 

needed. 20 

                                            
215 https://www.wsj.com/articles/biden-administration-to-start-spending-on-cleanup-of-forever-
chemicals-in-drinking-water-11655298000?mod=hp_listc_pos4 
216 https://www.epa.gov/newsreleases/epa-announces-new-drinking-water-health-advisories-pfas-
chemicals-1-billion-bipartisan 
217 https://www.wsj.com/articles/biden-administration-to-start-spending-on-cleanup-of-forever-
chemicals-in-drinking-water-11655298000?mod=hp_listc_pos4 
218 SGVWC Preliminary Statement I. 
219 SGVWC's Response to Cal Advocates' DR JBQ-003 Q.6. 
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As of August 2021, this account has an undercollection balance of $302,858, 1 

which SGVWC has proposed to amortize as surcharges.220 2 

Cal Advocates reviewed the balance up to December 2021 when the 3 

undercollection balance increased to $302,941.221 Cal Advocates does not disagree with 4 

the balance and recommends amortizing the undercollection through surcharges. 5 

The Commission should require SGVWC to close this surcharge account 6 

immediately following the surcharge of $302,941 as of December 2021 and remove its 7 

reference from the preliminary statement. 8 

E. Interim Rates Memorandum Account (A.19-01-001) 9 
SGVWC proposes to close this surcharge account following amortization.  Cal 10 

Advocates does not oppose this request.   11 

The purpose of this surcharge account is to track the difference between the 12 

revenue billed under the interim rates and the revenues that would have been billed under 13 

the rates adopted by the Commission in A.19-01-001.222   14 

As of August 2021, this account has an over-collected balance of $411,235, which 15 

SGVWC has proposed to amortize as surcredits.223 16 

Cal Advocates reviewed the balance up to December 2021 when the 17 

overcollection balance increased to $411,348.224 Cal Advocates does not disagree with 18 

the balance and recommends amortizing the overcollection as surcredits. 19 

The Commission should require SGVWC to close this surcharge account 20 

following the refund of $411,348 balance as of December 31, 2021. 21 

                                            
220 Direct testimony of Joel M. Reiker, p. 61 (table 10), and attachment N, A.22-01-003. 
221 SGVWC's Response to Cal Advocates' DR JBQ-002. 
222 SGVWC Preliminary Statement W. 
223 Direct testimony of Joel M. Reiker, p. 61 (table 12), and attachment N, A.22-01-003. 
224 SGVWC's Response to Cal Advocates' DR JBQ-002. 
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F. El Monte Office Memorandum Account 1 
SGVWC proposes to close this surcharge account following amortization.  Cal 2 

Advocates does not oppose this request.   3 

The purpose of this surcharge account is to track the monthly return, equal to 4 

1/12th of the 90-day commercial paper rate, on the Company's $2,531,880 investment to 5 

acquire a 0.43 acre parcel of land, commencing when and if the property is placed in 6 

service, and is used and useful.225 7 

In this GRC application, SGVWC proposed to include the $2,531,880 cost of the 8 

acquired property in rate base as the acquired property has been placed in service and is 9 

currently used and useful.226 Since the request is unopposed, there will no longer be any 10 

need for the El Monte Office Memorandum Account. 11 

As of August 2021, this surcharge account has an undercollection balance of 12 

$2,575, which SGVWC has proposed to amortize as surcharges.227 13 

Cal Advocates reviewed the balance up to December 2021 when the 14 

undercollection balance increased to $3,272.228 Cal Advocates does not disagree with the 15 

balance and recommends amortizing the undercollection through surcharges. 16 

The Commission should require SGVWC to close this surcharge account 17 

following the amortization of the $3,272 balance as of December 2021 and remove its 18 

reference from the preliminary statement. 19 

G. School Lead Testing Memorandum Account 20 
SGVWC proposes to close this surcharge account.229  Cal Advocates does not 21 

oppose this request.   22 

                                            
225 SGVWC Preliminary Statement R. 
226 SGVWC's Response to Cal Advocates' DR JBQ-003 Q.4 
227 Direct testimony of Joel M. Reiker, p. 62, and attachment N, A.22-01-003 
228 SGVWC's Response to Cal Advocates' DR JBQ-002. 
229 Direct testimony of Joel M. Reiker, p. 62, and attachment N, A.22-01-003. 
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The purpose of this surcharge account is to track the incremental expense 1 

associated with lead testing at schools that request this service.230  In the last GRC, the 2 

Commission approved the amortization of the December 2018 balance recorded in this 3 

surcharge account.231  As of December 31, 2021, this account has a balance of 669.60.232 4 

In this GRC, SGVWC declared this balance as immaterial, and this account should be 5 

closed.233 6 

The Commission should require SGVWC to close this surcharge account and 7 

remove its reference from the preliminary statement. 8 

H. Water Revenue Adjustment Mechanism (“WRAM”) 9 
Memorandum Account 10 

SGVWC proposes to continue this surcharge account following amortization.  Cal 11 

Advocates does not oppose this request but recommends renaming the account to 12 

“Conservation WRAM Memorandum Account”.   13 

The purpose of this surcharge account is to track the quantity rate revenues 14 

collected under Schedule LA-1C tiered rates against the revenues that would have been 15 

collected under a single block quantity rate.234 16 

In SGVWC's preliminary statement, this surcharge account is named as “WRAM 17 

Memorandum account,”235 whereas in SGVWC's witness Joel Reiker's testimony it is 18 

named as "Monterey WRAM Balancing Account."236  It is an inconsistency.  19 

Importantly, the calculation of this account is solely based on the impact of conservation 20 

                                            
230 SGVWC Preliminary Statement Z. 
231 D.20-08-006, Ordering Paragraph No. 1, and Appendix C thereto, p. 78-80. 
232 SGVWC's Response to Cal Advocates' DR JBQ-002, Q.4. 
233 Direct testimony of Joel M. Reiker, p. 62, line 4-5. 
234 SGVWC Preliminary Statement H1. 
235 SGVWC Preliminary Statement H1. 
236 Direct testimony of Joel M. Reiker, p. 60 (table 10). 
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rates, and the CPUC approved this mechanism for all utilities, not just for Monterey.  1 

Thus, Cal Advocates recommends renaming it as "Conservation WRAM Memorandum 2 

Account" to avoid the confusion. 3 

As of August 2021, this surcharge account has an undercollection balance of 4 

$1,078,727, which SGVWC has proposed to amortize as surcharges.237 5 

Cal Advocates reviewed the balance up to December 2021 when the 6 

undercollection balance increased to $1,088,276.238 Cal Advocates does not disagree with 7 

the balance and recommends amortizing the undercollection through surcharges. 8 

The Commission should require SGVWC to rename the surcharge account as 9 

“Conservation WRAM Memorandum Account” and allow the Company to continue it 10 

following the amortization of the $1,088,276 balance through surcharges as of December 11 

31, 2021. 12 

I. Previously Authorized Balances Balancing Account 13 
SGVWC proposes to continue this surcharge account following amortization.  Cal 14 

Advocates does not oppose this request.   15 

The purpose of this surcharge account is to consolidate residual balances from 16 

other surcharge accounts that are no longer needed, after the Commission reviews and 17 

approves the balances. This surcharge account will retain for later disposition any under- 18 

or over-amortizations that may exist after the authorized surcharges or surcredits are 19 

expired.239 20 

As of August 2021, this account has an undercollection balance of $14,978, which 21 

SGVWC has proposed to amortize as surcharges.240 22 

                                            
237 Direct testimony of Joel M. Reiker, p. 61 (table 10), and attachment N, A.22-01-003 
238 SGVWC's Response to Cal Advocates' DR JBQ-002. 
239 SGVWC Preliminary Statement F1. 
240 Direct testimony of Joel M. Reiker, p. 61 (table 10), and attachment N, A.22-01-003 
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Cal Advocates reviewed the balance up to December 2021 when the 1 

undercollection balance increased to $14,982.241  Cal Advocates does not disagree with 2 

the balance and recommends amortizing the undercollection through surcharges. 3 

The Commission should allow SGVWC to continue this surcharge account 4 

following the amortization of the $14,982 balance through surcharges as of December 31, 5 

2021. 6 

J. CA Alternative Rates for Water (“CARW”) Balancing 7 
Account 8 

SGVWC proposes to continue this surcharge account following amortization.  Cal 9 

Advocates does not oppose this request.   10 

The purpose of this surcharge account is to track the costs of the CARW program 11 

against the estimates reflected in rates, until “sufficient experience” with the CARW 12 

program is attained that such costs can be reliably forecasted in a GRC proceeding.242 13 

As of August 2021, this account has an undercollection balance of $346,223, 14 

which SGVWC has proposed to amortize as surcharges.243 15 

Cal Advocates reviewed the balance up to December 2021 when the 16 

undercollection balance increased to $458,680.244 Cal Advocates does not disagree with 17 

the balance and recommends amortizing the undercollection through surcharges. 18 

The Commission should allow SGVWC to continue this surcharge account 19 

following the amortization of the $458,680 balance through surcharges as of December 20 

31, 2021. 21 

                                            
241 SGVWC's Response to Cal Advocates' DR JBQ-002. 
242 SGVWC Preliminary Statement G1. 
243 Direct testimony of Joel M. Reiker, p. 61 (table 10), and attachment N, A.22-01-003. 
244 SGVWC's Response to Cal Advocates' DR JBQ-002. 
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K. Water Cost Balancing Account 1 
SGVWC proposes to continue this surcharge account following amortization.  Cal 2 

Advocates does not oppose this request.   3 

The purpose of this surcharge account is to record the monthly difference between 4 

the cost of pumped and purchased water and the adopted cost reflected in rates so that 5 

these differences can be trued-up through rates.245 6 

As of August 2021, this surcharge account has an undercollection balance of 7 

$491,444, which SGVWC has proposed to refund to the ratepayers.246 8 

Cal Advocates reviewed the balance up to December 2021 when the 9 

undercollection balance increased to $597,960.247 Cal Advocates does not disagree with 10 

the balance and recommends amortizing the undercollection through surcharges.248 This 11 

account should continue so the differences can be trued-up through rates after 12 

Commission review and approval. 13 

The Commission should allow SGVWC to continue this surcharge account 14 

following the amortization of the $597,960 balance through surcharges as of December 15 

31, 2021. 16 

IV. CONCLUSION 17 

The Commission should require SGVWC to refund a total overcollection balance 18 

of $574,566 as of December 31, 2021, as a fixed monthly surcredit presented in the table 19 

13-1 in this testimony.  Out of the 11 surcharge accounts reviewed in this GRC, Cal 20 

Advocates recommends a different balance for one account (Water Rights Memorandum 21 

Account) compared to what is presented in SGVWC’s workpaper.  For two other 22 

                                            
245 SGVWC Preliminary Statement P1. 
246 Direct testimony of Joel M. Reiker, p. 61 (table 10), and attachment N, A.22-01-003. 
247 SGVWC's Response to Cal Advocates' DR JBQ-002. 
248 SGVWC's Response to Cal Advocates' DR JBQ-002. 
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accounts Cal Advocates recommends not to amortize the recorded balance. These two 1 

are: 2 

1) Plaintiff Water Quality Litigation Memorandum Account 3 

2) 2018 Tax Accounting Memorandum Account. 4 

Cal Advocates recommends renaming the "WRAM Memorandum Account" to 5 

“Conservation WRAM Memorandum Account”.  Cal Advocates also recommends 6 

closing five accounts, and to continue the remaining six.  The five accounts Cal 7 

Advocates recommends to close are: 8 

1) Water Rights Memorandum Account 9 
2) A.19-01-001 Interim Rates Memorandum Account 10 
3) 2018 Tax Accounting Memorandum Account 11 
4) El Monte Office Memorandum Account 12 
5) School Lead Testing Memorandum Account.13 
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CHAPTER 14 CUSTOMER SERVICE  1 

I. INTRODUCTION 2 

This chapter presents the analysis and recommendations of Cal Advocates 3 

regarding the customer service performance standards for SGVWC's Los Angeles 4 

division.   5 

II. SUMMARY OF RECOMMENDATIONS  6 

The Commission should find SGVWC’s Los Angeles division to be compliant 7 

with the Commission’s General Order (“GO”) 103-A customer service performance 8 

standards.  9 

III. ANALYSIS  10 

After analyzing data reported by the Commission’s Consumer Affairs Branch 11 

(“CAB”), GO 103-A’s customer service performance criteria, and data reported directly 12 

from SGVWC, the Los Angeles division is compliant with the performance and reporting 13 

standards for customer service. 14 

A. CAB Customer Contacts  15 
CAB is responsible for assisting customers with billing and service inquires 16 

pertaining to their local utility.  The following are the relevant categories CAB uses to 17 

define complaint types:249   18 

1) Complaints - Denote written consumer contacts in which the 19 
consumer is protesting or expressing dissatisfaction with an action or 20 
practice of the CPUC, or a regulated or non-regulated utility.  These include 21 
issues that may be outside the purview of CAB to investigate or outside the 22 
regulatory authority of the Commission.  These issues are not forwarded to 23 
the utility company for resolution but handled as a referral to the appropriate 24 

                                            
249 "Standard Disclosures for CAB Data" in an email from Reynolds, F. Alan from CAB. 
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utility, CPUC division, entity, or closed outright with the appropriate letter 1 
of explanation. 2 
 3 

2) Informal Complaints (IC) - Denote written consumer contacts 4 
expressing dissatisfaction with, or a dispute with a utility regarding issues 5 
within the regulatory authority of the CPUC.  These issues are forwarded to 6 
the utility company for investigation and response. 7 
 8 

3) Phone Contacts - Denote all consumer calls in reference to concerns, 9 
questions, and complaints related to utility companies.  These contacts are 10 
no longer coded as complaints, inquiries, etc.  11 

 12 
4) Inquiries - Denote written consumer contacts requesting facts and 13 
information for a situation. 14 

 15 

Table 14.1 below summarizes the customer contacts CAB received from 2017 to 16 

2021 for the Los Angeles division.250 17 

Table 14.1 – LA CAB Customer Contacts 2017 to 2021 18 

Contact Type 2017 2018 2019 2020 2021 
Complaint 0 2 0* 0 0 
Informal 
Complaint 5 2 1 4 4* 
Phone Contact 7* 5* 2* 3* 1* 
Total 12 9 3 7 5 
*Contacts do not include data for which the specific division the contact was for could not be 

determined. 

19 

                                            
250 Attachment 14-1 (Data received in an email from CAB from Reynolds, F. Alan on 2/17/2022). 
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B. Customer complaints received directly by SGVWC  1 
SGVWC has a written procedure for handling customer complaints.  When a 2 

customer calls for an inquiry, a customer service representative (“CSR”) will speak to 3 

them to resolve the issue.  If the issue remains unresolved, then a Field Service Operator 4 

(“FSO”) visits the customer and, based on the type of complaint (taste and order, 5 

turbidity, pressure, sand, air/milky/cloudy, bill inquiries, leaks, miscellaneous), will try to 6 

identify and troubleshoot the problem.  Regardless of whether a resolution is provided, 7 

the customer service manager follows up with the customer by phone to confirm 8 

customer satisfaction.251 The Los Angeles division provided data for the service 9 

complaints received directly from customers.  10 

Table 14.2 below summarizes the service complaints received from 2017 to 2021 11 

from Los Angeles division customers.252 12 

Table 14.2 – LA Service Complaints 2017 to 2021 13 

Cause     2017 2018 2019 2020 2021 
Taste & Odor 6 8 10 7 5 
Turbidity 1 0 1 0 2 
Pressure (High or 
Low) 63 63 51 89 109 
Sand 3 1 0 0 0 
Air-Milky-Cloudy 2 4 6 9 5 
Bill Inquiries 614 633 575 385 280 
Leaks - Mains 70 61 78 66 43 
Leaks - Services 609 508 194 198 410 
Leaks - Hydrants 89 85 85 85 71 
Misc. / Other 
Complaints 0 15 10 21 11 
Total 1,457 1,378 1,010 860 936 

                                            
251 EXHIBIT SG-3 (Los Angeles Water Company Division) CHAPTER 12: Rates and Service. 
252 Attachment 14-2 (CHA-003 LAC-3 in response to DR CHA-003 Customer Service). 
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C. GO 103-A Customer Service Performance Standards 1 
The Commission’s General Order 103-A outlines standards for telephone 2 

inquiries, billing performance, meter reading, billing, work completion, and responses to 3 

customer and regulatory complaints.  4 

Table 14.3 below summarizes the year-to-date customer service performance 5 

standards data for the Los Angeles division from 2017 to 2021.253 The standards are in 6 

compliance with GO 103-A. 7 

Table 14.3 – LA Customer Service Performance Standards 8 

  Goal 2017 2018 2019 2020 2021 
Phone System              
Total Calls Received  -  65,345  69,625  64,227  58,193  44,809 
# Of Calls Answered in 
30 Seconds -  64,727  68,850  63,345  57,606  44,369 
% Of Calls Answered in 
30 Seconds   > or = 80.0%  99.1%  98.9%  98.6%  99%  99% 
# Of Calls Abandoned  -  618  775  882  587  440 
% Of Abandonment 
Rate  < or = 5.0%  0.9%  1.1%  1.4%  1%  1% 
Billing             
Total Bills Scheduled to 
Run -  581,031  582,732  584,933  587,601  588,629 
Total Bills Rendered  -  581,031  582,732  584,933  587,601  588,629 
% Bills Rendered In 7 
days > or = 99.0%  100%  100%  100%  100%  100% 
Inaccurate Bills 
Rendered -  672  1,118  1,145  601  582 
% Of Inaccurate Bills 
Rendered < or = 3.0%  0.1%  0.2%  0.2%  0.1%  0.1% 
Payments              
Total Payments Posted -  574,325  572,182  579,226  550,596  541,374 
Payment Posting Errors -  23  40  41  788  12 

                                            
253 Attachment 14-3 (CHA-016 ATTACHMENT 1 in response to CHA-016 Customer Service). 
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% Of Payment Posting 
Errors < or = 1.0%  0%  0%  0%  0.1%  0% 
Meter Reading              
Total Number of Meter 
Reads Scheduled -  595,964  597,810  600,268  604,033  541,374 
Total Scheduled Reads 
Not Read -  767  536  550  611  12 
% Meters Not Read < or = 3.0%  0.1%  0.1% 0.1%  0.1%  0% 
Work Order 
Completion -           
Total Work Orders 
Scheduled -  9,762  11,953 8,394  4,531  605,080 
# Scheduled Orders 
Missed -  83  21 24  33  599 
% Of Scheduled 
Appointments Missed < or = 5.0%  0.9%  0.2% 0.3%  0.7%  0.1% 
Total Customer 
Requested Work Orders -  732  700  665  424  362 
# Customer Requested 
Scheduled Orders 
Missed -  26  13  23  9  3 
% Customer Requested 
Scheduled Orders 
Missed < or = 5.0%  3.6%  1.9%  3.5%  2.1%  0.8% 
CAB Complaints             
Total # of 
Connections/Customers -  194,416  48,748  47,995  49,308  49,398 
# Of Complaints to 
Utility from CAB - 4  2  1  3  2 
% Of Complaints to 
Utility from CAB < or = 0.10%  0%  0%  0%  0%  0% 

IV. CONCLUSION  1 

SGVWC’s Los Angeles division complies with the Class A utility performance and 2 

reporting requirements of GO 103-A.3 
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Attachment 14-1: (Data received in an email from CAB 
from Reynolds, F. Alan on 2/17/2022) 
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Attachment 14-2: CHA-003 LAC-3 (in response to DR 
CHA-003 Customer Service Question #3) 

  



14-9 

 

 
  



14-10 

Attachment 14-3: (CHA-016 ATTACHMENT 1 in response 
to CHA-016 Customer Service Question #1) 

  



14-11 

 

 



14-12 



14-13 



14-14 

 
 

 

  



15-1 

CHAPTER 15 WATER QUALITY 1 

I. INTRODUCTION  2 

This chapter presents the analysis and recommendations of the Cal Advocates 3 

regarding the water quality of SGVWC's Los Angeles division.   4 

II. SUMMARY OF RECOMMENDATIONS  5 

The Commission should find SGVWC’s Los Angeles division water systems to be 6 

compliant with the applicable water quality standards.  7 

III. ANALYSIS  8 

The Los Angeles division consists of the El Monte/Whittier and Montebello Water 9 

systems.  The sources of water for customers located in Whittier/Santa Fe are the Main 10 

San Gabriel Basin and the Central Basin.254 The main source of water for all other 11 

customers is from the Main San Gabriel Basin.  Groundwater makes up 95% of the water 12 

supply, and 5% is recycled water used for irrigation purposes.255 According to the most 13 

recent Consumer Confidence reports from 2019 and 2020, the Los Angeles division is 14 

following all applicable drinking regulations.  There are no current outstanding violations 15 

based on the Safe Drinking Water Information System for the Division of Drinking 16 

Water (“DDW").256 17 

A. Violations Since the Last GRC (2019)   18 
SGVWC has had one water quality violation since the last GRC in the Los 19 

Angeles division (Citation No.04_22_19N_001).  On June 17, 2019, a Ground Water 20 

Rule treatment technique violation occurred at Plant No. 1 in El Monte.  For more than 21 

                                            
254 EXHIBIT SG-9 (Zvirbulis) ATTACHMENT E – 2019 and 20202 Consumer Confidence Reports. 
255 EXHIBIT SG-9 (Zvirbulis) SECTION IV. Water Supply and Treatment.  
256 https://sdwis.waterboards.ca.gov/PDWW/ 
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four hours, the chlorine residual for the plant dropped below the minimum of 1.0 part per 1 

million to 0.83 part per million, as determined by the chlorine analyzer.  SGVWC shut 2 

down the plant, and once the chlorine levels rose, the plant was put back in service.  3 

SGVWC did issue a public notification for the violation on July 16, 2019, in accordance 4 

with Title 22 of the California Code of Regulations, Section 64463.4257.  In the previous 5 

GRC, on October 22, 2018, the El Monte plant was issued Citation No. 04-22-18C-004, 6 

which was also a Ground Water treatment technique violation.  During both the 2018 and 7 

2019 disruptions, the same central control operator was on duty.  The corrective actions 8 

taken by the SGVWC to become compliant after Citation 04_22_19N_001 included 9 

terminating the operator on duty, continuing to provide water treatment training to 10 

operators, and programming chlorine alarms to shut off if chlorine levels are not in 11 

compliance with the minimum and maximum levels.258 By August 2019, SGVWC had 12 

completed the required actions and the Division of Drinking Water had marked them as 13 

compliant for Citation 04_22_19N_001. 14 

B. Water Treatment  15 
As a result of monitoring by the State Water Resources Control Board 16 

(“SWRCB”), per-and polyfluoroalkyl substances (“PFAS”) contamination was found in 17 

several groundwater wells and treatment water supply facilities including Plants No. 1, 2, 18 

11, W1, and W6.259 To mitigate contamination, the Los Angeles division completed the 19 

design of an ion exchange treatment plant in July 2021 for Plant No. W6.  Additionally, 20 

some contaminated wells have begun blending after receiving approval from DDW to 21 

combine water from multiple wells to meet the permissible water quality criteria.260 Cal 22 

                                            
257 EXHBIT SG-9 (Zvirbulis) ATTACHMENT H – Notice of Violation No. 04_22_19N_001 
258 Attachment 15-1 (CHA-004 ATTACHMENT B in response to DR CHA-004 Water Quality). 
259 EXHIBIT SG-9 (Zvirbulis) Section IV 
260 Attachment 15-2 (CHA-017 ATTACHMENT A in response to CHA-017 Water Quality). 
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Advocates examines SGVWC's proposed capital projects to address the PFAS pollution 1 

in the remaining PFAS-affected wells in Chapter 7. 2 

IV. CONCLUSION  3 

The Commission should find SGVWC’s Los Angeles division water systems to be 4 

in compliance with the applicable water quality standards.5 
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Attachment 15-1: CHA-004 ATTACHMENT B (in 
response to DR CHA-004 Water Quality Question #1)  
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Attachment 15-1: CHA-017 ATTACHMENT A (in 
response to DR CHA-017 Water Quality Question #1)  
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CHAPTER 16 RATE DESIGN   1 

I. INTRODUCTION  2 

Rate design is the structure of prices charged to utility customers for tariffed 3 

services.  The process for creating a rate design involves determining the revenue 4 

requirement, the allocation of revenue recovery between fixed and quantity charges 5 

(revenue allocation), finding appropriate tier breakpoints for tiered meter services, 6 

calculating the standard quantity rate, and establishing a tiered quantity rate structure for 7 

tiered meter services.  Effective rate design encourages conservation, offers affordable 8 

options for baseline water use, and is revenue neutral.261 9 

II. SUMMARY OF RECOMMENDATIONS  10 

• The Commission should adopt a 3-Tier conservation rate design as it is 11 
more consistent with other large investor-owned water utilities and 12 
statewide conservation efforts. 13 

• The Commission should retain current revenue allocation split of 14 
64.6%/35.4% to quantity and fixed charges, respectively. 15 

III. ANALYSIS  16 

A. Revenue Allocation 17 
In the LA division, the revenue allocation is split 64.6%/35.4% to quantity and 18 

fixed charges, respectively.  This is the same revenue allocation approved for the LA 19 

division in D.10-04-031.  The Commission should retain the current revenue allocation as 20 

it reasonably promotes conservation and affordability in the LA division.  21 

B. Tier Design 22 
SGVWC proposes to retain the current 2-tier tiered residential metered services 23 

(“conservation rate design”) in the LA division with a tier break established at 11 CCF.  24 

                                            
261 D.20-08-047, p. 106. 
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However, a 2-tier tiered structure may not be sufficient to advance conservation efforts 1 

when California may face mandatory water use restrictions and voluntary water use 2 

reduction has not been effective as explained in Chapter 2 of this report.  The 3 

Commission should adopt a 3-tiered meter services to send a stronger conservation price 4 

signal and to provide affordable options for baseline water use.  5 

Table 16-1: LA Division Tier Design 6 

 7 

Cal Advocates’ recommendation on rate design in this chapter and the 8 

conservation expense budget in CHAPTER 5 of this report helps advance the utility’s and 9 

the ratepayers’ conservation efforts.  SGVWC is responsible for improving the 10 

conservation outcomes and to meet the Governor’s Executive Order (N-10-21) with the 11 

conservation expense budget and the conservation rate design.  The rate design includes 12 

funding for conservation programs and the utility is responsible for the proper 13 

implementation of conservation programs and for improving conservation outcomes.  14 

1. Tier 1 Breakpoint 15 
The Commission ordered water utilities to provide analysis in their next GRC to 16 

determine the appropriate Tier 1 breakpoint that is not less than the monthly baseline 17 

quantity of water necessary for basic human needs for each ratemaking area.262  The 18 

Commission further explained that 6 CCF per household (of three), or 2 CCF per month 19 

                                            
262 D.20-08-047, Ordering Paragraph No.2.  
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per person, is the minimum monthly quantity of water that should be allocated to Tier 1 1 

of a conservation-oriented rate design.263 2 

SGVWC completed a household population estimate in 2020 and estimates that, 3 

on average, there are 5.2 persons per household in the LA division.264  In 2020, the LA 4 

division served 49,730 connections with an estimated population of 256,335 people.265  5 

As such, the Commission should adopt a Tier 1 breakpoint at 10 CCF in the LA division, 6 

which effectively allocates a reasonable quantity of water to Tier 1 of a conservation-7 

oriented rate design.  8 

2. Tier 2 Breakpoint 9 
The Commission should adopt a Tier 2 breakpoint at the 85th percentile of the 10 

monthly average water use, thereby capturing the highest 15% of consumption in Tier 3.  11 

This provides a standardized basis for establishing tier breakpoints and has good 12 

customer communication/education properties as well as encouraging conservation.  Tier 13 

3 will capture ratepayers that does not meet Governor Newsom’s voluntary water 14 

reduction goals in TY 2023-2024; the utility needs to follow up with customers in Tier 3 15 

to promote stronger conservation efforts.266  To wit: if you are in Tier 3, it means you are 16 

in the top 15% of water users.  Please consider ways you can use water more efficiently.   17 

To determine the appropriate Tier 2 breakpoint, Cal Advocates conducted a sales 18 

distribution analysis, based on LA division’s single-family residential customers’ average 19 

monthly consumption over the 2019 – 2021 period, in finding the appropriate tier 20 

breakpoint that fits the 85th percentile of monthly consumption.  As such, the 21 

Commission should adopt a Tier 2 breakpoint at 17 CCF in the LA division. 22 

                                            
263 Based on the standards established in California Water Code Section 10609.4(a).  
264 Exhibit SG-9 (Zvirbulis), Attachment A. 
265 256,335 people / 49,730 number of customers/households = 5.2 people per household. 
266 https://www.gov.ca.gov/2021/07/08/as-drought-conditions-intensify-governor-newsom-calls-on-
californians-to-take-simple-actions-to-conserve-water/  
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3. Implementing a Third Tier 1 
The Commission should adopt a third tier (17 CCF and above) in tiered metered 2 

services to further advance the State’s conservation goals.  There is uncertainty as to 3 

whether ratepayers will be able to meet the State’s potential water use reduction mandate.  4 

The exact mandatory water use reduction percentage is unknown at the time of filing this 5 

report.  In January 2014, then California Governor Brown set a 20% voluntary water use 6 

reduction goal as part of declaring a drought emergency.267  The State had trouble 7 

reaching this voluntary goal and under Executive Order B-29-15, Governor Brown 8 

imposed a water use restriction mandate to achieve a statewide 25% reduction in potable 9 

urban water usage compared to recorded 2013 levels.268  These restrictions were in place 10 

until April 2017, when Governor Brown lifted drought emergency restrictions for most of 11 

California.269  Similarly, Governor Newsom may establish a mandatory use reduction 12 

goal higher than the current voluntary use reduction goal of 15%.270  The sales forecast in 13 

Chapter 2 accounts for this 15% water use reduction in TY 2023-2024.  If Governor 14 

Newsom imposes a higher percentage of mandatory water use reduction, then SGVWC’s 15 

current 2-tier conservation rate design may not adequately meet conservation goals.  By 16 

implementing a third tier, the Commission will reduce rates for users who conserve water 17 

and send a stronger conservation price signal to higher water users.  18 

SGVWC’s historical sales data indicates that LA division’s residential ratepayers 19 

did not reach the targeted 25% water use reduction throughout the drought restricted 20 

period.  Table 16-2 below summarizes LA division’s residential consumption between 21 

2011 and 2020. 22 

                                            
267 https://www.nytimes.com/2015/04/02/us/california-imposes-first-ever-water-restrictions-to-deal-with-
drought.html 
268 https://www.ca.gov/archive/gov39/wp-content/uploads/2017/09/4.1.15_Executive_Order.pdf 
269 https://www.npr.org/sections/thetwo-way/2017/04/07/523031241/gov-jerry-brown-lifts-drought-
emergency-for-most-of-california 
270 https://www.gov.ca.gov/2021/07/08/as-drought-conditions-intensify-governor-newsom-calls-on-
californians-to-take-simple-actions-to-conserve-water/  
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Table 16-2: LA Division’s Residential Consumption (2011-2020) 1 

 2 

There is uncertainty as to whether ratepayers can meet the mandatory water use 3 

reduction level Governor Newsom plans to implement by TY 2023-2024 under the 4 

current 2-tier conservation rate design as implemented during Governor Brown’s 5 

mandatory water use restrictions.  While mandatory use restrictions can effectively 6 

reduce consumption, it may not reach the levels originally intended and more than one 7 

year may be required to reach the target.  Implementing a third tier in the conservation 8 

rate design will better help meet conservation goals. 9 

C. Rate Ratios  10 
The Commission should adopt the following rate ratio to complement the three-11 

tiered meter services, summarized below. 12 

Tiers Rate Ratio 

Tier 1 89% of SQR 

Tier 2 Standard Quantity Rate (SQR) 

Tier 3 150% of SQR 

 13 
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The Tier 1’s rate ratio is calculated as the plug-in rate to maintain revenue 1 

neutrality in the rate design.  Tier 3’s rate ratio is set at 150% of the Standard Quantity 2 

Rate (“SQR”) to send a strong price signal to promote and increase conservation.  Tier 3 

2’s rate ratio is set at the SQR to ensure that Tier 2 incorporates a basic allocation for 4 

affordable indoor and outdoor water usage.  Based on SGVWC’s original application’s 5 

revenue requirement and the TY 2023-2024 sales forecast recommendation in Chapter 1, 6 

the Commission following table illustrates the resulting rates.271 7 

Table 16-3: LA Division Rate Ratios & Rates 8 

D. Rate Design Average Bill Analysis 9 
Table 16-4 through 16-6 below summarizes the average bill analysis for 10 

residential customers using 10 CCF, 12 CCF, 17 CCF, and 21 CCF per month under a 11 

three-tier conservation rate design.  The revenue requirement used in the rate design 12 

calculation is based on SGVWC’s original revenue requirement request in the application 13 

and the sales forecast recommendation in Chapter 2.   14 

                                            
271 The actual rates recommended by Cal Advocates are lower as they reflect lower recommended 
Revenue Requirements. 
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Table 16-4: LA Division’s 3 Tier Conservation Rate Design Bill Analysis 1 

 2 
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Table 16-5: LA Division’s 2 Tier Conservation Rate Design Bill Analysis 1 

 2 

Table 16-6: LA Division’s Rate Design Impact 3 

 4 
  5 

Ratepayers who can stay under Governor Newsom’s voluntary 15% water use 6 

reduction will receive an average bill reduction around 5% under a 3-Tier conservation 7 

rate design when compared to the traditional 2-Tier conservation rate design.  8 
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Conversely, ratepayers who do not manage to reduce water use by 15% will see a bill 1 

increase.  For example, ratepayers in the 90th percentile of water users (21 CCF) will see 2 

a 4% increase to their average monthly bill.  3 

E. Customer Assistance Program Discount 4 
The Commission should adopt SGVWC’s request to increase the monthly CAP 5 

discount for customers enrolled in the Customer Assistance Program (“CAP”) to offset 6 

the credit/debit card program’s cost.  The recommended credit/debit card program budget 7 

is discussed in Special Request No.5 of Cal Advocates Report on the General Office.  8 

Under the provisions of Public Utilities Code Section 755.5, the cost of the credit/debit 9 

card program may not be passed on to customers participating in SGVWC’s CAP.  As the 10 

cost of the program will be recovered in base rates, SGVWC proposes to increase the 11 

monthly CAP discount for customers enrolled in the CAP program equivalent to the 12 

monthly incremental base rate impact of the credit/debit program, thereby shielding CAP 13 

customers from having to pay for the cost of the program.  The CAP discount will 14 

increase by $0.53 per month to offset the credit/debit card program’s base rate impact; 15 

the adjustment is based on Cal Advocates’ forecast of the program’s cost. 16 

IV. CONCLUSION  17 

The Commission should adopt a Tier 1 breakpoint at 10 CCF and require the utility 18 

to implement a third tier for residential tiered meter services to better meet the State’s 19 

conservation initiatives.  The Commission should adopt Cal Advocates’ recommended rate 20 

ratio which complements the three-tiered metered services rate design.21 
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CHAPTER 17 ESCALATION YEAR INCREASES 1 

I. INTRODUCTION   2 

This chapter presents the Public Advocates Office’s recommendation for 3 

SGVWC’s post-test year revenue requirement mechanism. For escalation and attrition 4 

filings, Class A Water Utilities should file a Tier 2 advice letter proposing new revenue 5 

requirements.272 Advice letters should follow the escalation procedures set forth in the 6 

Revised Rate Case Plan (“RRCP”) and must include supporting workpapers.273 The 7 

Commission should require SGVWC to implement a post-test year revenue requirement 8 

mechanism to adjust the escalation years 2024-2025 and 2025-2026 revenue requirement 9 

whether SGVWC is over-earning or under-earning. 10 

I. SUMMARY OF RECOMMENDATIONS 11 

For SGVWC’s 2024-2025 and 2025-2026 escalation/attrition year filings, the 12 

Commission should require SGVWC to file a Tier 2 advice letter proposing new revenue 13 

requirements and corresponding revised tariff schedules whether the filing results in an 14 

increase or decrease in tariff rates. 15 

The Commission should include in the final decision an ordering paragraph 16 

containing the following language: 17 

For escalation years 2024-2025 and 2025-2026, San Gabriel must file Tier 2 18 
advice letters in conformance with General Order 96-B proposing a new revenue 19 
requirement and corresponding revised tariff schedule. San Gabriel’s filings must 20 
include rate procedures set forth in the Commission’s Revised Rate Case Plan274 21 
for Class A Water Utilities and must include appropriate supporting workpapers. 22 
The revised tariff schedules must take effect no earlier than July 1, 2024, and July 23 
1, 2025, respectively, and will apply to service rendered on and after their effective 24 

                                            
272 See General Order 96-B, Section 7.3.2 
273 D.07-05-062 
274 D.07-05-062, Appendix A. 
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dates. The proposed revisions to revenue requirements and rates must be reviewed 1 
by the Commission’s Water Division (“Water Division”). The Water 2 
Division must inform the Commission if it finds that the revised rates do not 3 
conform to the Revised Rate Case Plan, this order, or other Commission decisions, 4 
and if so, reject the filing. 5 

II. ANALYSIS  6 

The RRCP does not require Class A Water Utilities to file escalation advice letter 7 

to revise revenue requirements and tariff schedules in between the Test Years of a GRC.  8 

However, if the decision in this proceeding does not require San Gabriel to file 9 

escalation/attrition year revisions, San Gabriel may choose to file escalation advice letters 10 

only during the years it is under-earning, while choosing not to file attrition advice letters 11 

during the years in which it is over-earning, thereby avoiding any rate decrease regardless 12 

of how much, or how often it may be over-earning. 13 

The Commission should do this to mitigate the upward trend in customer bill 14 

increases to help ensure that customer rates in the LA division remain affordable.  The 15 

following graph shows a comparison of cumulative increase of average customer rates 16 

with that of the inflation over the past few years (2016-2021). 17 

 18 
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 1 
 2 

The Commission should require San Gabriel to submit an earnings 3 

test before authorizing Escalation or Attrition Year increases. If San Gabriel 4 

is over-earning, the Commission should require San Gabriel to file for the 5 

appropriate rate decrease. 6 

The Commission has the authority to require downward adjustments if the utility 7 

is over-earning. The Commission’s decision for California-American Water Company’s 8 

2012 GRC included such a requirement, stating in Ordering Paragraph No. 7: 9 
 10 
For escalation years 2013 and 2014, California American Water Company shall 11 
file Tier 2 advice letters in conformance with General Order 96-B proposing a new 12 
revenue requirement and corresponding revised tariff schedules for each district. 13 
The filings shall include rate procedures set forth in the Commission’s Revised 14 
Rate Case Plan (D.07-05-062) for Class A Water Utilities and shall include 15 
appropriate supporting workpapers. The revised tariff schedules shall take effect 16 
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no earlier than January 1, 2013 and January 1, 2014, respectively, and shall apply 1 
to service rendered on and after their effective dates. The proposed revisions to 2 
revenue requirements and rates shall be reviewed by the Commission’s Division 3 
of Water and Audits (DWA). DWA shall inform the Commission if it finds that 4 
the revised rates do not conform to the Revised Rate Case Plan, this order, or other 5 
Commission decisions, and if so, reject the filing.275 6 

III. CONCLUSION  7 

For San Gabriel’s 2024-2025 and 2025-2026 escalation/attrition year filings, the 8 

Commission should require San Gabriel to file a Tier 2 advice letter proposing new 9 

revenue requirements and corresponding revised tariff schedules whether the filing 10 

results in an increase or decrease in tariff rates. 11 

                                            
275 D.12-06-016, Ordering Paragraph 7. 
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QUALIFICATIONS AND PREPARED TESTIMONY 
OF 

MEHBOOB ASLAM 

Q.1 Please state your name and business address. 1 

A.1 My name is Mehboob Aslam. My business address is 320 West 4th Street, Suite 2 

500, Los Angeles, CA 90013. 3 

Q. 2 By whom are you employed and in what capacity? 4 

A. 2 I am employed by the California Public Utilities Commission as a Public utilities 5 

Regulatory Analyst (PURA)-V.  6 

Q. 3 Please briefly describe your educational background and work experience. 7 

A. 3 I graduated from the University of Engineering & Technology, Lahore, Pakistan 8 

with a Bachelor of Science Degree in Mechanical Engineering, and also graduated 9 

from Western Kentucky University with a Master of Science Degree, in Business 10 

Administration with an emphasis in Accounting and Finance.  I have been 11 

employed by the CPUC since 2001. From 2001 through 2002, I was a member of 12 

the Consumer Protection and Safety Division, where I was responsible for energy 13 

utilities’ operating practices to enforce the rules and regulations relating to safe 14 

use of the plant and workforce. I Performed engineering reviews and conducted 15 

incident investigations for both gas and electric utilities. I have also helped resolve 16 

customers’ complaints.  From 2002 through present, I have been working for 17 

Division of Ratepayer Advocates in its Water Branch; mostly dealing with Class-18 

A water utilities. I have performed evaluations of public utility plant and 19 

properties, regulation of utility tariffs and rates, studies of cost of service, and 20 

studies of the utility’s operating practices to enforce the rules and regulations 21 

relating to ratemaking. I have presented my findings and recommendations as an 22 
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expert witness at public hearings before the Commission. I have also been actively 1 

involved with few of Commission’s OIR/OII proceedings.  2 

Q. 4 What is your area of responsibility in this proceeding? 3 

A. 4 I am project coordinator in the SGVWC GRC proceeding and 4 

responsible for Executive Summary, Introduction and Summary (Chapter 1), and 5 

Escalation Years (chapter17) of the Public Advocates Office’s Testimony for both 6 

LA and FWC division and Executive Summary for the General Office and Special 7 

Requests report. 8 

Q. 5 Does this conclude your prepared testimony? 9 

A. 5 Yes, it does. 10 
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QUALIFICATIONS AND PREPARED TESTIMONY  
OF  

SAM LAM 

Q.1 Please state your name and address.  1 

A.1 My name is Sam Lam, and my business address is 320 West 4th Street, Suite 500, 2 

Los Angeles, California 90013   3 

Q.2 By whom are you employed and what is your job title?  4 

A.2 I am employed by the Public Advocates Office – Water Branch and my job title is 5 

Public Utilities Regulatory Analyst  6 

Q.3  Please describe your educational and professional experience. 7 

A.3 I received a Bachelor of Science degree in Business Administration from the 8 

University of Southern California.  I have been with the Public Advocates Office – 9 

Water Branch since August of 2019.  10 

Q.4 What is your area of responsibility in this proceeding?  11 

A.4 I am responsible for the preparation of Cal Advocates’ testimony on the operating 12 

division’s sales and rate design and the general office’s expenses, rate base, and 13 

cost allocations.   14 

Q.5 Does that complete your prepared testimony?  15 

A.5 Yes, it does.  16 
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QUALIFICATIONS AND PREPARED TESTIMONY 
OF 

LAUREN CUNNINGHAM 

Q.1 Please state your name and address.  1 

A.1 Lauren Cunningham. 505 Van Ness Ave, San Francisco, California, 94102.   2 

Q.2 By whom are you employed and what is your job title?  3 

A.2 I am employed by the California Public Utilities Commission’s Public Advocates 4 

Office as a Public Utilities Regulatory Analyst.  5 

Q.3  Please describe your educational and professional experience. 6 

A.3 I graduated from Sacramento State University with a Bachelor’s degree in 7 

Economics and minors in Spanish and Mandarin Chinese. I have been in this 8 

position since July 2020.  9 

Q.4 What is your area of responsibility in this proceeding?  10 

A.4 My areas of responsibility in this proceeding include Operations and Maintenance 11 

Expenses, Administrative and General Expenses, Conservation Expenses, and 12 

Taxes Other Than Income, as well as Health Reimbursement Plan section of the 13 

General Office report.   14 

Q.5 Does that complete your prepared testimony?  15 

A.5 Yes, that completes my prepared testimony.  16 
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QUALIFICATIONS AND PREPARED TESTIMONY 
OF 

ANTHONY ANDRADE 

Q.1  Please state your name and address.  1 

A.1 My name is Anthony Andrade, and my business address is 320 West 4th Street, 2 

Suite 500, Los Angeles, California 90013.   3 

Q.2 By whom are you employed and what is your job title?  4 

A.2 I am employed by the Public Advocates Office of the California Public Utilities 5 

Commission as a Utilities Engineer. 6 

Q.3  Please describe your educational and professional experience. 7 

A3. I received a Bachelor of Science Degree in Mechanical Engineering from the 8 

University of California--Riverside in 2018. 9 

 I have been with the Public Advocates Office – Water Branch since October 2018.  10 

As a witness for Cal Advocates, I have previously provided testimony regarding 11 

Utility Plant-in-Service in Golden State Water Company’s 2020 GRC (A.20-07-12 

012), and Utility Plant-in-Service, Depreciation, and Rate Base in SGVWC’s 2019 13 

GRC (A.19-01-001) and Liberty Utilities (Apple Valley Ranchos Water) Corp. 14 

and Liberty Utilities (Park Water) Corp.’s consolidated 2021 GRC (A.21-07-003 15 

et al).  I have also provided testimony regarding the topic of Storage Capacity in 16 

SGVWC’s proposed acquisition of the City of Montebello Water System (A.20-17 

10-004). 18 

Q4. What is your area of responsibility in this proceeding? 19 

A4. I am responsible for the preparation of Chapter 7 (Utility Plant-in-Service), 20 

Chapter 8 (Depreciation), and Chapter 10 (Rate Base) of this testimony. 21 
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Q5. Does this conclude your prepared direct testimony? 1 

A5. Yes, it does.  2 
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QUALIFICATIONS AND PREPARED TESTIMONY  
OF  

CHANDRIKA SHARMA 

Q.1 Please state your name and address.  1 

A.1 My name is Chandrika Sharma, and my address is 505 Van Ness Avenue San 2 

Francisco, CA 94102.   3 

Q.2 By whom are you employed and what is your job title?  4 

A.2 I am employed by the California Public Utilities Commission as a Utilities 5 

Engineer.    6 

Q.3 Please describe your educational and professional experience. 7 

A.3 I have a Bachelor of Science Degree in Computer Engineering from San Francisco 8 

State University and an MBA from San José State University. I have been with the 9 

California Public Utilities Commission since October 2021.  10 

Q.4 What is your area of responsibility in this proceeding?  11 

A.4 I am responsible for Chapter 9 (Historic Rate Base), Chapter 14 (Customer 12 

Service), and Chapter 15 (Water Quality).  13 

Q.5 Does that complete your prepared testimony?  14 

A.5 Yes.  15 
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QUALIFICATIONS AND PREPARED TESTIMONY  
OF  

JAWADUL BAKI 

Q.1 Please state your name and address. 1 

A.1 My name is Jawadul Baki, and my business address is 505 Van Ness Ave, 2 

California 94102.  3 

Q.2  By whom are you employed and what is your job title?  4 

A.2 I am a Public Utilities Regulatory Analyst in the Water Branch of the Public 5 

Advocates Office, California Public Utilities Commission.  6 

Q.3 Please describe your educational and professional experience. 7 

A.3 I have a Bachelor of Business Administration degree with a Finance Major and a 8 

Master's degree in Applied Economics. I have been with the Public Advocates 9 

Office since January 2020. I have prepared written testimony in the Cost of capital 10 

proceeding of 4 large Class A Water Utilities and the GSWC General Rate Case 11 

proceeding. I have also prepared written testimony for the San Jose Water 12 

Company’s AMI application. Previously I have analyzed Balancing and 13 

Memorandum Accounts, Arrearage data, Low-income Rate Assistance data, and 14 

AMI metering technology. I have also conducted legislative Bill analysis related to 15 

water utilities and reviewed numerous Advice Letters covering a wide variety of 16 

ratemaking and auditing topics. I have presented my findings and 17 

recommendations as an expert witness at public hearings before the Commission 18 

and have testified in the evidentiary hearing.  19 

Q.4 What is your area of responsibility in this proceeding?  20 
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A.4 I am sponsoring Cal Advocates Office’s Report on the Results of Operations, 1 

Chapter 12 – Income Taxes, and Chapter 13 − Balancing and Memorandum 2 

Accounts Review for both Los Angeles and Fontana Water Company Division. 3 

I'm also responsible for reviewing SGVWC's Special Request 2 to Special Request 4 

7. 5 

Q.5 Does that complete your prepared testimony? 6 

A.5 Yes, it does. 7 


