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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 SGVWC 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 

 18 

 19 

 20 

 21 

 22 

 23 

 24 

 25 

 26 



ix 

      
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 $9,202,000 (11.3%) in Test Year 2023-2024, $5,164,000 3 

(5.7%) in Escalation Year 2024-2025, and $5,281,000 (5.4%) in Escalation Year 2025-4 

2026 in its Fontana Water Company Division (“FWC” or “Fontana”). The Public 5 

Advocates Office recommends a revenue requirement increase of $2,636,529 (3.2%) in 6 

the Test Year 2023-2024, and an estimated revenue requirement increase of $3,343,657 7 

(4.0%) in Escalation Year 2024-2025, and estimated revenue increase of 8 

$3,356,981(3.8%) in Escalation Year 2025-2026.  Cal Advocates’ recommendation is 9 

consistent with the 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.  For 20 

example, Cal Advocates recommends that the Commission deny the $4.1 million in 2023 21 

and $4 million in 2024 for the new wells: Well F30B and Well F31C because Fontana 22 

division has adequate supply capacity without the new well.  Similarly, Cal Advocates 23 

recommends that the Commission deny $8.8 million for the replacement reservoir at 24 

Plant F2 and $8 million and $5.8 million for the new reservoirs at Plants F10 and F59 25 

from the capital budget because SGVWC errs in the determination of criteria that would 26 

justify the projects. 27 



xi 

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 $200,511 6 

from the recorded cumulative rate base of Fontana 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 approximately $5.85 million for the 18 

projects at Plant F10, Plant F20, and Plant F44 over 2022-2025 period because the 19 

Commission already included these projects in customer rates expecting they would be 20 

completed and providing direct benefits to customers during the 2019 GRC cycle, but 21 

SGVWC failed to complete these projects within the given timeframe.  22 

Third, the ratemaking process should be transparent to decisionmakers and 23 

ratepayers and should encourage utilities to operate efficiently and within budget.  Memo 24 

and Balancing Accounts (“surcharge accounts”) are alternative ratemaking mechanisms 25 

that are counter to both these principles.  The amounts that are tracked in these accounts 26 

can appear as surcharges on customer bills but are not included in the rate changes 27 

presented in this proceeding.  More importantly, these surcharge accounts allow utilities 28 

to operate without the discipline of an established budget, which is inconsistent with the 29 



xii 

role of regulation being a substitute for competition.  Therefore, Cal Advocates 1 

recommends elimination of various surcharge accounts.  For example, Cal Advocates 2 

recommends closing five surcharge accounts: Water Rights Memorandum Account, 3 

A.19-01-001 Interim Rates Memorandum Account, 2018 Tax Accounting Memorandum 4 

Account, Mains Project Balancing Account, and School Lead Testing Memorandum 5 

Account.  Cal Advocates also recommends issuing a net surcredit in the amount of 6 

$0.878 million as compared to SGVWC’s $0.877.  The minor difference is due to Cal 7 

Advocates’ recommendation of Commission denying the amortization of the 8 

undercollection in one of the Memorandum Accounts, the Polyfluoroalkyl Substances 9 

Memorandum Account. 10 

Fourth, in a GRC, the utility must be able to demonstrate the reasonableness of 11 

every dollar in its revenue requirement.1  SGVWC’s request for contingency allowances 12 

for most capital projects should be denied advance ratepayer funding.  Contingency 13 

amounts are, by definition, unknown, and therefore inappropriate for inclusion in revenue 14 

requirement.  In D.21-08-036, the Commission stated that “budgeting for contingencies is 15 

not necessarily appropriate in the context of a general rate case, where the utility must 16 

demonstrate the reasonableness of every dollar in its forecast revenue requirement.”2 17 

Therefore, Cal Advocates recommends that the Commission deny approximately $4 18 

million per year over 2022-2025 period in SGVWC’s requested contingency budget. 19 

Fifth, the utility in its GRC application should advance and fully address the 20 

Commission’s Environmental and Social Justice (“ESJ”) objectives.  SGVWC’s 21 

application addresses several of the Commission’s ESJ Action Plan objectives published 22 

on February 21, 2019.  SGVWC states it has reviewed potential impacts on ESJ 23 

communities within its service areas and took proactive steps to work towards meeting 24 

                                            
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 $9,202,000 (11.3%) in Test Year 2023-2024, $5,164,000 4 

(5.7%) in Escalation Year 2024-2025, and $5,281,000 (5.4%) in Escalation Year 2025-5 

2026 for its Fontana Water Company division.   6 

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

Gabriel’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 Fontana division consists of the Fontana water system. The main 12 

sources of groundwater for customers are the Chino Basin, Rialto Basin, and Lytle Creek 13 

Basin. Local surface water is sourced from Lytle Creek and untreated surface water from 14 

the State Water Project.5 Groundwater makes up 60% of the water supply, 15% 15 

comprised of local surface water, and the remaining 25% water comes from the State 16 

Water Project.  SGVWC’s domestic system generates approximately $93 million in 17 

annual revenues and has 48,373 customers. 18 

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

rate of return (“ROR”) of 8.12%6.  San Gabriel is a fiscal year filer and its Fiscal Test 20 

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

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

                                            
5 EXHIBIT SG-7 (Swift) SECTION IV. 
 
6 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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Advocates adopt the same methodology as San Gabriel for fiscal test year results 1 

throughout its report for easy comparison. 2 

III. ANALYSIS  3 

A. Revenue Requirement 4 
Table 1-1 below compares San Gabriel’s and Cal Advocates’ estimated changes in 5 

revenue requirement for the Test Year 2023-24 based on 8.12% ROR.   6 

Table 1-1: Test Year 2023-2024 Revenue Requirement Increase  7 

 Amount of Increase Percent Increase 
San Gabriel $9,202,000* 11.3% 
Public Advocates Office $2,636,529* (3.2%) 
Difference $6,565,471 8.1% 

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

The differences between the Cal Advocates and San Gabriel’s revenue 8 

requirement estimates are due to the Public Advocates Office’s adjustments as 9 

summarized below: 10 

1. Revenue Requirement---Chapter 1 11 
Cal Advocates recommends the Test Year 2023-24 revenue requirement of $84.04 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 $90.60 million and Cal Advocates’ recommended value of value 16 

of $84.04.  More specifically, the differences in Operation and Maintenance (“O&M”) 17 

expenses are discussed in Chapter-3, the differences in Administrative and General 18 

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

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.  The Public Advocates 21 
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Office uses San Gabriel’s rate of return of 8.12% adopted in Decision (D.) 18-12-002 to 1 

reflect San Gabriel’s current cost of debt. 2 

2. Water Consumption and Revenues---Chapter 2 3 
A forecast of customer counts by customer class, and average sales per customer 4 

for each customer class is necessary to forecast revenues at current rates.  The customer 5 

forecast multiplied by the average sales per customer forecast for each class is the total 6 

sales forecast for each class.  Cal Advocates independently reviewed San Gabriel’s 7 

requested number of customer forecast and the water consumption per customer forecast 8 

and find them reasonable and thus recommends that the Commission adopt San Gabriel’s 9 

requested forecast for number of customers and consumption per customer.  For more 10 

details, please refer to Chapter-2 of this report. 11 

3. Operations and Maintenance (“O&M”) Expenses—12 
Chapter 3 13 

Cal Advocates recommends $38.1 million in O&M expenses for the Test Year 14 

2023-24 as opposed to SGVWC’s request for $39.4 million.7  Most of the difference is 15 

due to Cal Advocates’ recommendations to reduce the uncollectibles amount and Outside 16 

Services budget to reflect savings in sludge removal costs.  SGVWC’s uncollectible 17 

estimates are based on its new methodology which is based on allowance method.  Cal 18 

Advocates does not oppose the use of allowance method but does oppose the use of past 19 

recession years to estimate an extremely inflated Uncollectibles ratios.  In case of Outside 20 

Services, Cal Advocates recommends a capital project to improve in-house Solids 21 

Handling System at the Summit Water Treatment Plant which will reduce the Outside 22 

Services expenses for the sludge removal costs.  For more details, please refer to Chapter-23 

3 and Chapter-7 of this report.  24 

                                            
7 SGVWC’s Workpapers File: GRCWorkpapers-2022, Tab: TABLES1, Table 5A, Fontana Water 
Company Division. 
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4. Administrative and General (“A&G”) Expenses---1 
Chapter 4 2 

Cal Advocates recommends $0.18 million in A&G expenses for the Test Year 3 

2023-204 as opposed to SGVWC’s request for $0.261 million.8  Most the difference is 4 

due to Cal Advocates’ recommendations reducing SGVWC’s request for Dues & 5 

Subscriptions forecast and overtime expenses related to a new position of Facilities 6 

Maintenance Supervisor.  For more details, please refer to the Chapter-4 and Chapter-6 of 7 

this report. 8 

5. Review of Conservation Expenses---Chapter 5 9 
Cal Advocates independently reviewed San Gabriel’s request for $695,000 annual 10 

budget for the Test Year 2023-24 and the Escalation Years 2024-25 and 2025-26.  San 11 

Gabriel’s conservation 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.  The most recent directive 16 

requires water purveyors to reduce water consumption by at least 15% over the 2020 17 

consumption level, as is discussed in Chapter 2 of this report.  Thus, San Gabriel must 18 

continue to carry out its Conservation programs to successfully meet this objective.  19 

Therefore, Cal Advocates recommends that the Commission should adopt annual 20 

conservation expense forecast in the amount of $685,000 that reflects a $10,000 reduction 21 

for a speculative cost for a gardening workshop that has been historically funded by the 22 

Inland Empire Utilities Agency (“IEUA”).  For more details, please refer to Chapter-5 of 23 

this report. 24 

                                            
8 SGVWC’s Workpapers File: GRCWorkpapers-2022, Tab: TABLES1, Table 6, Fontana Water 
Company Division. 
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6. Payroll Expenses---Chapter 6 1 
San Gabriel has requested one new positions of Facilities Maintenance Supervisor 2 

in its Fontana Water Company division.  Cal Advocates conducted an independent 3 

analysis of San Gabriel’s request and found that the addition of the new positions is 4 

reasonable; however, hiring of the new position would result in the saving of 5 

approximately $75,000.  Therefore, Cal Advocates recommends that the Commission 6 

should reduce the amount of overtime San Gabriel forecast for the Fontana Water 7 

Company division.  For more details, please refer to Chapter-6 of this report.  8 

7. Adjustments in Plant-in Service---Chapter 7 9 
Cal Advocates recommends $28.10 million and $27.20 million in plant additions 10 

for the Test Year 2023-24 and Test Year 2024-25 respectively as opposed to SGVWC’s 11 

request of $40.53 million and $46.82 million.9  The difference is due to several Cal 12 

Advocates’ recommendations.  For example, Cal Advocates recommends removing all 13 

contingency capital budget, the use of escalation of SGVWC’s capital projects in 2023 to 14 

2025 based on the non-labor composite rate as opposed to accelerated cost increases used 15 

by San Gabriel, removal of capital budget associated with new wells in 2023 and 2024 16 

because Fontana Water Company division has adequate supply capacity without 17 

installing the new wells, removal of capital budget associated with new reservoirs due to 18 

error in San Gabriel’s criteria in determination of its reservoir needs, removal of capital 19 

budget associated with Plant F10, F20, and F44 as these capital projects were previously 20 

authorized and paid by the ratepayers but SGVWC failed to complete them in the time 21 

requested, and reduce the capital budget for the meters so that SGVWC can remain 22 

conformed to previously authorized 15-year forecast.  For more details of these 23 

recommendation, please refer to Chapter-7 of this report. 24 

                                            
9 SGVWC’s workpapers, File: GRCWorkpapers-2022, Tab: P2, Cells: CB354 and CI354(including 
contributed plant) for Fontana Water Company division. 
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8. Adjustment in Historic Rate Base---Chapter-9 1 
Cal Advocates recommends removing $200,511 from the recorded cumulative rate 2 

base.  The removed amount reflects the rationale that ratepayers should not pay for the 3 

assets that are not use and useful.  As regulated utilities depreciate assets on the basis of 4 

group depreciation, the impact of early retired assets can be offset with the assets that are 5 

not retired beyond their useful lives per Standard Practice U-4-W.10  However, the same 6 

Standard Practice also states that “occasional instances of extraordinary obsolescence 7 

such as the unexpected early retirement of a major unit of property may require some 8 

form of an adjustment.”11  Cal Advocates identified several such incidents of early 9 

retirements and have removed the net book value of these assets that still resides in the 10 

rate base even after the retirement of such assets. For more details, please refer to the 11 

Chapter-9 of this report.  12 

9. Adjustment in Rate Base---Chapter 10  13 
Cal Advocates recommends $220.38 million of rate base in the Test Year 2023-14 

294 and $238.95 million in the Test Year 2024-25 as opposed to SGVWC’s $255.33 15 

million and $288.49 million for the Test Year 2023-24 and Test Year 2024-25 16 

respectively12.  Most of the difference is due to Cal Advocates’ recommendations for 17 

reduced capital project budget discussed earlier in Adjustments in Plant-in Service 18 

section above, and reduced budget for Construction Work in Progress (“CWIP”).  Cal 19 

Advocates recommends limiting the CWIP capital projects that are up to one-year old 20 

based on the 1982 Commission’s policy memorandum that shows that on average water 21 

related capital projects require four months to complete; clearly, the capital projects 22 

requiring more than a year to complete should not be included in the CWIP.  Cal 23 

                                            
10 Standard Practice U-4-W, Section 6 (b), p.8. 
11 Ibid, p.42. 
12 SGVWC’s workpapers, File: GRCWorkpapers-2022, Tab: TABLES1, Table 10A for Fontana Water 
Company division. 
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Advocates also identifies several CWIP projects that should be removed mainly due to 1 

the fact that the projects should be funded through contributions.  For more details, please 2 

refer to the Chapter-10 of this report. 3 

10. Taxes Other Than Income---Chapter 11 4 
Cal Advocates independently reviewed San Gabriel’s forecasts for various taxes 5 

such as payroll taxes, and Ad Valorem, or property taxes.  Payroll taxes are comprised of 6 

(1) Federal Insurance Contribution Act (“FICA”); (2) Federal Unemployment Insurance 7 

(“FUI”); and (3) State Unemployment Insurance (“SUI”).  Cal Advocates and San 8 

Gabriel generally do not differ on methodologies employed to forecast Taxes Other Than 9 

Income.  The differences in total estimated taxes are largely due to differences in plant 10 

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

11. Income Taxes---Chapter 12 12 
Cal Advocates recommends that the Commission should approve $3.38 million 13 

federal income tax (FIT) expense and $0.802 million state income tax (CCFT) expense 14 

for the Test Year 2023-24.  The Cal Advocates and San Gabriel generally do not differ on 15 

the methodologies employed to forecast regulated income tax expenses. Further, 16 

SGVWC has accounted for all the implications of the 2017 Tax Cuts and Jobs Act 17 

(“TCJA”). Any differences in total estimated income taxes are due to differences in 18 

forecasted operating revenues, expenses, and plant additions.  For more details, please 19 

refer to the Chapter-12 of this report. 20 

12. Balancing and Memorandum Accounts (“BAMAs”) 21 
Review---Chapter 13 22 

A memorandum account is an accounting device that, after approval by the 23 

Commission or upon statutory notice, may be used by a utility to record various expenses 24 

it incurs.13 The establishment of a memorandum account does not guarantee that the 25 

                                            
13 Standard Practice U-27-W. 
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utility will recoup the tracked amount, but a utility is precluded from recovering amounts 1 

not booked to a memorandum account.14 On the other hand, a balancing account is a 2 

regulatory accounting method used to ensure the recovery in rates of specified 3 

expenditures authorized by the Commission.15 A balancing account can also be explained 4 

as a deferred debit account carried on the utility’s books. When the Commission approves 5 

amounts from memorandum accounts as reasonable, those amounts are moved to 6 

balancing accounts for recovery.16 Surcharge accounts can mask the overall impact of 7 

utilities’ proposals in GRCs.  For example, in this application the balancing and 8 

memorandum accounts that SGVWC wants to amortize in the Fontana division have a 9 

total surcharge balance of $2,620,324 as of December 31, 2021 if just one over-collected 10 

account is excluded.1718 This surcharge amount is approximately 2.89% of its total 11 

proposed Revenue Requirement for Test Year 2023-24.19  This surcharge account amount 12 

is not reflected in the proposed revenue requirement increase for the Test Year.20 13 

Therefore, the full impact of GSWC’s requests on customers’ bills is not transparent.  14 

The Commission should underscore the importance of reducing the total number of 15 

                                            
14 Standard Practice U-27-W. 
15 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  
16 Standard Practice U-27-W 

https://docs.cpuc.ca.gov/PublishedDocs/Published/G000/M090/K002/90002198.PDF  
17 Table 13-1: Balancing and Memorandum Accounts for Amortization. 
18 Water Cost Balancing Account has a significant outstanding overcollection what makes the total 
balance in all accounts an overcollection which means refunds to the ratepayers. Absence of this account, 
the true picture of Surcharge Accounts would have been revealed. 
19 SGVWC's proposed Revenue Requirement for Test Year 2023-24 is $90,603,000. Except for Water 
Cost BA, the accounts for what SGVWC requested recovery in this GRC application have a total 
surcharge balance of $2,620,324 as of December 31, 2021. It is around 2.89% of the proposed revenue 
requirement in the Test Year. ($2,620,324/ $90,603,000 = 2.89%). 
20 SGVWC GRC Proceeding A.22-01-003. 
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BAMAs, not allowing to have the proliferation of the new BAMAs and should require 1 

utilities to close BAMAs whenever possible and remove their reference from the related 2 

preliminary statements.  3 

SGVWC currently maintains 17 memorandum and balancing accounts in its 4 

Fontana division21.  Cal Advocates recommends to close five accounts: Water Rights 5 

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

Accounting Memorandum Account, Mains Project Balancing Account, and School Lead 7 

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

in the amount of $0.878 million.  Most of the surcredit amount is due to closure of Water 9 

Cost Balancing Account and Conservation Program Balancing Accounts which have 10 

overcollection balances.  For more details, please refer to Chapter-13 of this report. 11 

13.  Customer Service---Chapter 14 12 
Cal Advocates reviewed and analyzed the customer service and compliant data 13 

reported by the Consumer Affairs Branch (“CAB”), the General Order (“GO”) 103-A 14 

customer service performance criteria, and the data reported directly from SGVWC, to 15 

determine the quality of customer service in SGVWC’s Fontana division.  Based on its 16 

review, Cal Advocates recommends that the Commission should find that Fontana 17 

division of SGVWC to be compliant with the Commission’s General Order (“GO”) 103-18 

A customer service performance standards.  For more details, please refer to Chapter-14 19 

of this report. 20 

14. Water Quality Review---Chapter 15 21 
The Fontana division consists of the Fontana water system. The main sources of 22 

groundwater for customers are the Chino Basin, Rialto Basin, and Lytle Creek Basin. 23 

Local surface water is sourced from Lytle Creek and untreated surface water from the 24 

                                            
21 SGVWC's Response to Cal Advocates' DR JBQ-002 Q.3; Direct testimony of Joel M. Reiker, p. 57. 
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State Water Project.22 Groundwater makes up 60% of the water supply, 15% comprised 1 

of local surface water, and the remaining 25% water comes from the State Water 2 

Project.23 According to the most recent Consumer Confidence reports from 2019 and 3 

2020, the Fontana division is following all applicable drinking regulations.  There are no 4 

current outstanding violations based on the Safe Drinking Water Information System for 5 

the Division of Drinking Water.24 For more details, please refer to Chapter-15 of this 6 

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.25 Cal Advocates recommends that 15 

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

request for 14 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 

                                            
22 EXHIBIT SG-7 (Swift) SECTION IV. 
23 EXHIBIT SG-7 (Swift) ATTACHMENT D. 
24 https://sdwis.waterboards.ca.gov/PDWW/ 
25 D.20-08-047, p. 106. 
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16. Escalation Year Increase---Chapter 17 1 
Cal Advocates recommends that SGVWC should follow an escalation (attrition) 2 

year revenue requirement mechanism pursuant to the Commission’s Rate Case Plan 3 

which requires that the utility may file an advice letter setting out its calculations and 4 

supporting analysis for the escalation year rates.  The most recent “Estimates of Non-5 

labor and Wage Escalation Rates” and “Summary of Compensation Per Hour” published 6 

monthly using third-party data should be used as the escalation rates.  Items not covered 7 

by the monthly published rates should be escalated by the most recently available, 8 

recorded, 12-month-ending change in the U.S. Cities Consumer Price Index (CPI-U).  9 

The escalation year increase should be decreased to the extent the pro-forma rate of 10 

return exceeds the authorized rate of return.  In terms of escalation years’ rate base, the 11 

Commission standard practice of using two test years and one attrition year should apply.    12 

B. Summary of Earnings and Other Tables 13 
The Attachment 1-1 contains related Summary of Earning and other related tables 14 

such as Average Number of Customers, Average Sales Revenues Per Customer, Water 15 

Sale and Supply, Operating Revenues, O&M Expenses, A&G Expenses, Payroll and Ad 16 

Valorem Taxes, Income Taxes, Plant-in Service, Depreciation and Reserves, and Rate 17 

Base that results in Cal Advocates and San Gabriel respective revenue requirements.  18 

IV. CONCLUSION  19 

The Commission should adopt Cal Advocates’ Test Year 2023-2024 results of 20 

operations, presented in Table 1-2 at the end of this chapter in Attachment 1-1, and 21 

authorized a revenue increase of $2.64 million (3.2%) for SGVWC’s Fontana division. 22 
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ATTACHMENT 1-1: SUMMARY OF EARNINGS AND 
OTHER TABLES 
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Metered Service Connections
Residential - Single Family
Residential - Multi-Family - Small
Residential - Multi-Family - Large
Commercial - Small
Commercial - Large
Industrial - Small
Industrial - Large
Niagara Bottling
California Steel Industries
CEMEX USA
Public Authority - Small
Public Authority - Large
Construction
Recycled Water

Subtotal
Flat Rate Services

Private Fire Service
Total

Public Fire Hydrants
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Metered Service Connections
Residential - Single Family
Residential - Multi-Family - Small
Residential - Multi-Family - Large
Commercial - Small
Commercial - Large
Industrial - Small
Industrial - Large
Niagara Bottling
California Steel Industries
CEMEX USA
Public Authority - Small
Public Authority - Large
Construction

Subtotal
Recycled Water

Subtotal

Water Supply
Groundwater Supply Wells
Lytle Creek Surface Water
Purchased Water

Total Potable Water Production
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
Niagara Bottling
California Steel Industries
CEMEX USA

Total Industrial
Public Authority - Small
Public Authority - Large

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
Niagara Bottling
California Steel Industries
CEMEX USA

Total Industrial
Public Authority - Small
Public Authority - Large

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 Expense
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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 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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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 555,149        520,112               
Depreciation Reserve 167,120        166,801               

Net Utility Plant 388,029        353,311               

Less:
Advances in Aid of Construction 34,400          34,400                 
Contributions in Aid of Construction

Contributions 111,945        111,945               
Depreciation Reserve 28,273          28,273                 

Net Contributions in Aid of Construction 83,671          83,671                 
Accumulated Deferred Income Taxes 42,222          41,769                 
Accumulated Deferred Taxes - ITC 19                 19                        

Subtotal - Deductions 160,313        159,860               

Plus:
Materials & Supplies 3,996            3,965                   
Operational Cash Requirement 30                 30                        
Working Cash (lead/lag) 1,223            1,385                   
Tax on Advances & Contributions 4,195            4,195                   
Water Entitlements 2,600            2,600                   
General Office Plant Allocation

Utility Plant 18,486          17,519                 
Depreciation Reserve 2,917            2,760                   

Net General Office Allocation 15,569          14,758                 
Subtotal - Additions 27,613          26,933                 

Average Rate Base 255,329        220,384               
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Utility Plant 598,671        547,506               
Depreciation Reserve 180,149        179,273               

Net Utility Plant 418,522        368,234               

Less:
Advances in Aid of Construction 32,946          32,946                 
Contributions in Aid of Construction

Contributions 112,045        112,045               
Depreciation Reserve 31,099          31,099                 

Net Contributions in Aid of Construction 80,946          80,946                 
Accumulated Deferred Income Taxes 44,251          43,376                 
Accumulated Deferred Taxes - ITC 0                   0                          

Subtotal - Deductions 158,143        157,269               

Plus:
Materials & Supplies 5,047            4,782                   
Operational Cash Requirement 30                 30                        
Working Cash (lead/lag) 1,279            1,505                   
Tax on Advances & Contributions 4,079            4,079                   
Water Entitlements 2,603            2,603                   
General Office Plant Allocation

Utility Plant 18,704          18,495                 
Depreciation Reserve 3,635            3,505                   

Net General Office Allocation 15,069          14,990                 
Subtotal - Additions 28,107          27,988                 

Average Rate Base 288,486        238,953               
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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.26  10 

This chapter discusses SGVWC’s Fontana Water Company (“FWC”) division’s sales 11 

forecast in this General Rate Case (“GRC”). 12 

II. SUMMARY OF RECOMMENDATIONS  13 

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

• The Commission should adopt SGVWC FWC division’s usage per 16 
customer 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 FWC division, with exceptions to the 21 

Construction classes.27  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 

                                            
26 Revenue is also generated from Non-Tariffed Products and Services (NTP&S). 
27 Exhibit SG-6 (Reiker), p.10. 
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customer growth. 28  SGVWC forecasts an additional 390 customers per year in the FWC 1 

division and a total customer count of 49,141 in TY 2023-2024.29  The new customer 2 

forecast is calculated based on FWC division’s last 5-year of average growth in each 3 

customer class.  Table 2-1 is the TY 2023-2024 number of customers forecast in the 4 

FWC division. 5 

Table 2-1: TY 2023-2024 Number of Customers Forecast 6 

 7 

                                            
28 D.07-05-062, p. A-23, footnote 4.  
29 Exhibit SG-6 (Reiker), p. 22.  
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B. Use per Customer Forecast 1 
In accordance with Governor Newsom’s directive in Executive Order N-10-21, 2 

SGVWC forecasts FWC TY 2023-2024 usage per customer (water sales) by reducing the 3 

recorded 2020 per-customer potable sales for each customer class by 15%. 4 

1. New Committee Method 5 
The RCP states that the New Committee Method (“NCM”) should be used to 6 

forecast per customer usage for the residential and small commercial customer classes in 7 

GRCs.30  The NCM is a multiple regression model used to calculate customer 8 

consumption based on time, temperature, and rainfall.31  In addition, in D.20-08-047, the 9 

Commission ordered that future GRCs must discuss how the following specific factors  10 

impact the sales forecast: 11 

a. Impact of revenue collection and rate design on sales and revenue 12 
collection; 13 

b. Impact of planned conservation programs; 14 
c. Changes in customer counts; 15 
d. Previous and upcoming changes to building codes requiring low flow 16 

fixtures and other water-saving measures, as well as any other relevant 17 
code changes; 18 

e. Local and statewide trends in consumption, demographics, climate 19 
population density, and historic trends by ratemaking area; and 20 

f. Past sales trends. 21 
Cal Advocates completed a multiple regression analysis to calculate TY 2023-22 

2024 sales based on the NCM and variables addressed in D.20-08-047.  Cal Advocates’ 23 

regression model includes explanatory variables – time, temperature, rainfall, mandatory 24 

drought restricted period, and the COVID-19 pandemic period – over the last ten years.  25 

The mandatory drought restricted period is defined as June 2015 through April 2017,32 26 

                                            
30 D.07-05-062, p. A-26, footnote 8. 
31 D.07-05-062, p. A-23, footnote 4.  
32 Then Gov. Brown issued Executive Order B-29-15 (mandatory water use restrictions) and SGVWC 
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the period between when then Governor Brown issued and lifted mandatory water use 1 

restrictions.33  The COVID-19 pandemic period is defined as March 2020 through June 2 

2021.  On March 19, 2020, Governor Newsom declared a statewide shelter-in-place to 3 

contain the spread of COVID-19.34  Governor Newsom lifted the statewide shelter-in-4 

place order on June 15, 2021.35  The COVID-19 pandemic period is included in Cal 5 

Advocates’ regression analysis as it changed Californian’s water consumption behavior.  6 

As residents sheltered at home, normal water usage that would have occurred at the place 7 

of employment or school transferred to at-home usage.  In addition, citizens were 8 

recommended to wash their hands more and for at least 20 seconds to prevent the spread 9 

of COVID-19.36 10 

Based on Cal Advocates’ regression model, it was determined that a regression 11 

analysis would not accurately forecast TY 2023-2024 sales based on the variables used 12 

for FWC division’s residential and small commercial customers.  The regression model’s 13 

R-Squared is unfavorable and suggests that the sales forecast would only be around 70% 14 

accurate based on the independent variables/factors used.  As such, Cal Advocates 15 

recommends against using a regression model to forecast and support TY sales.  16 

2. Governor Newsom’s Call for Increased 17 
Conservation 18 

Governor Newsom issued Executive Order N-10-21 in July 2021, which calls on 19 

Californians to voluntarily reduce water use by 15% compared to 2020 levels and 20 

expanded the state of drought emergency.37  While Executive Order N-10-21 fell short of 21 

                                            
recorded lost sales in its Drought Lost Revenue Memorandum Account (DLRMA) during this period. 
33 SG-6 (Reiker), p. 15. 
34 
35 

36 https://www.cdc.gov/handwashing/when-how-handwashing.html  
37 https://www.gov.ca.gov/wp-content/uploads/2021/07/7.8.21-Conservation-EO-N-10-21.pdf  
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a statewide water conservation mandate, it has set the stage for future administrative 1 

action.  Comparing March 2021 to March 2020 water consumption, residents increased 2 

urban water use by 18.9% statewide.38  According to the U.S. Drought Monitor, a weekly 3 

report issued by the federal government and the University of Nebraska, over 95% of 4 

California is in a severe drought and 59% is in an extreme drought.39  It is likely that 5 

Governor Newsom will impose mandatory statewide restrictions on water use if the 6 

situation continues to worsen – as warned by the Governor on May 23, 2022.40   7 

3. TY 2023-2024 Sales Forecast 8 
The Commission should adopt SGVWC’s FWC division sales forecast for TY 9 

2023-2024 as it aligns with Executive Order N-10-21.  As Governor Newsom states, 10 

“every water agency across the state needs to take more aggressive actions to 11 

communicate about the drought emergency and implement conservation measures.”41  12 

Table 2-2 below summarizes the TY 2023-2024 sales forecast.  13 

                                            
38 https://www.msn.com/en-us/weather/topstories/gov-newsom-calls-for-increased-water-conservation-
warning-of-mandatory-statewide-restrictions/ar-AAXD7fZ?ocid=BingNewsSearch  
39 https://droughtmonitor.unl.edu/CurrentMap/StateDroughtMonitor.aspx?CA  
40 https://www.sfchronicle.com/bayarea/article/Newsom-says-California-could-get-mandatory-water-
17192962.php  
41 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 FWC division’s Operating Revenue for TY 6 

2023-2024 based on SGVWC’s request and Cal Advocates’ recommendations, 7 

respectively.  Operating revenue summary at proposed rates in Table 2-3 below is based 8 

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

rate 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. 5 

IV. Conclusion  6 

The Commission should adopt SGVWC’s number of customers forecast and water 7 

sales forecast as it is reasonable and aligns with State’s conservation initiatives.  In 8 

addition, the Commission should adopt SGVWC’s operational revenue forecast 9 

methodology and other revenues forecast methodology.  10 
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CHAPTER 3 OPERATIONS & MAINTENANCE EXPENSES 1 

I. INTRODUCTION 2 

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

“SGVWC”) Operation & Maintenance (“O&M”) expense budgets for its Fontana Water 4 

Company (“FWC”) division and presents the analysis and recommendations of the 5 

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

Advocates”). 7 

II. SUMMARY OF RECOMMENDATIONS 8 

The Commission should adopt the following recommendations regarding 9 

SGVWC’s requested O&M budgets: 10 

(1) Adopt Purchased Water & Assessments forecasts using the most recent rates 11 
available; 12 

(2) Adopt Purchased Power forecasts using August 27, 2021 Southern California 13 
Edison (“SCE”) rates and estimates; 14 

(3) Adopt Chemicals forecasts using the inflation-adjusted recorded five-year 15 
average, adjusted to reflect forecasted production; 16 

(4) Adopt San Gabriel’s requested Transportation budget;  17 
(5) Adopt Uncollectibles ratio calculations which utilize actual recorded 18 

Uncollectibles amounts instead of inflated estimates; 19 
(6) Adopt Outside Services forecasts that reduce sludge removal costs.  20 
On a stand-alone basis, these recommendations result in SGVWC’s proposed TY 21 

budget being reduced by approximately $807,247. 22 

III. ANALYSIS 23 

A. Forecasting Methodology 24 
San Gabriel generally developed its expense forecasts for Test Year (“TY”) 2023-25 

2024 using the most recent five-year historical data for years 2017-2021, adjusted for 26 

inflation.  Transportation, Utilities & Rents, Postage, and Payroll were the exception in 27 
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that these forecasts were based on 2021 recorded expenditures.  Unless otherwise stated, 1 

Cal Advocates’ analysis is based on San Gabriel’s original TY estimates. 2 

The main operational accounts used to track O&M expenses are shown in Chapter 3 

1, Tables 1-2 and 1-3 which present a summary of SGVWC’s proposed and Cal 4 

Advocates’ recommended O&M expenses in the Fontana Division.  Below, Cal 5 

Advocates discusses only the accounts where it is recommending an adjustment to San 6 

Gabriel’s estimates at this time. 7 

B. Purchased Water and Assessments 8 
The Commission should adopt $22,306,163 for Purchased Water and Assessments 9 

for Test Year 2023-2024, which corrects a charge in SGVWC’s original RO Model.  The 10 

final decision in this proceeding should require San Gabriel to utilize the most recent 11 

purveyor rates in the forecast to improve forecast accuracy. 12 

Purchased Water and Assessments expense consists of assessments including 13 

water leases and Chino Basin replenishment costs, Inland Empire Utilities Agency and 14 

Cucamonga Valley Water District assessments, and recycled water costs.  Test Year 15 

estimates are based on the most recent rates multiplied by the forecasted annual supply 16 

required to provide water service to San Gabriel’s customers.  17 

Upon review of San Gabriel’s supporting documentation for the rate and service 18 

charges used in the calculation of the Purchased Water and Assessments forecast, its 19 

Purchased Water and Assessments forecasts are reasonable, with the exceptions detailed 20 

below. 21 

1. Desalter Replenishment Obligation Rate 22 

According to supporting documentation provided by SGVWC,42 the Desalter 23 

Replenishment Obligation rate of $580/acre-foot was inaccurate and should actually be 24 

$575.28/acre-foot for accuracy.  This correction results in a decrease of $2,818 in 25 

                                            
42 SGVWC’s response to Cal Advocates’ DR LCN-001, LCN-001 FWC Water Costs.pdf 
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SGVWC’s proposed TY budget.  Any other differences between Cal Advocate’s and 1 

SGVWC’s forecast of Purchased Water costs are the result of different estimates of 2 

demand, which are addressed elsewhere in Cal Advocate’s testimony.  3 

C. Purchased Power 4 
San Gabriel should reduce the Purchased Power TY 2023-2024 expense forecast 5 

by approximately $333,504 because San Gabriel plans to complete its more energy 6 

efficient Plant F58 to Plant F19 pipeline.  Cal Advocates discusses this recommendation 7 

in Chapter 7 of this report. 8 

San Gabriel based its estimate for TY 2023-2024 on SCE rates effective August 9 

27, 2021.  San Gabriel based its estimated energy consumption on the historical five-year 10 

average use for existing plant and used the average power usage as a proxy for future 11 

projects to be completed during the Test Year.  Cal Advocates also determined its 12 

estimate using August 27, 2021, SCE rates and estimates. 13 

D. Chemicals 14 
The Commission should adopt San Gabriel’s methodology for Chemical Expense 15 

for TY 2023-2024 because it is based on the historical expenditures. 16 

San Gabriel uses the inflation-adjusted recorded five-year (2017-2021) average 17 

expense, adjusted to reflect forecasted production, as the basis for the Test Year 18 

forecast.43  Cal Advocates agrees with this methodology.  Any other differences between 19 

Cal Advocates’ and SGVWC’s forecast of Chemicals costs are the result of different 20 

estimates of demand, which are addressed elsewhere in Cal Advocate’s testimony. 21 

E. Payroll 22 
The Commission should approve approximately $5,560,392 for O&M Payroll for 23 

TY 2023-2024.  The O&M Payroll estimate is based on the last recorded year (2021) plus 24 

                                            
43 Exhibit SG-6 (Reiker), PDF page 34. 
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any adjustments for new positions. Payroll Expense, including San Gabriel’s request for 1 

new positions, is addressed in Chapter 6. 2 

F. Transportation 3 

The Commission should adopt a $1,057,397 total44 Transportation budget for TY 4 

2023-2024.  Transportation expenses are forecasted by escalating 2021 expenses using 5 

non-labor escalation rates. Cal Advocates agrees with this methodology because it is 6 

consistent with accepted methods and practices. 7 

G. Uncollectibles 8 

The Commission should approve a 0.1213% Uncollectibles45 Ratio for TY 2023-9 

2024.  San Gabriel’s accounting method switch from write-off method46 to the allowance 10 

method47 appears reasonable, however, San Gabriel’s use of past recession years to 11 

inflate its proposed Uncollectibles ratio rate is not.   The allowance method is widely 12 

used by the other investor-owned water utilities in California and can provide better 13 

matching of expenses and revenues on the Income Statement.  On a stand-alone basis, 14 

this recommendation results in SGVWC’s proposed TY budget of $259,995 being 15 

reduced by approximately $147,685.   16 

                                            
44 Sum of Operations and Maintenance Transportation budgets. 
45 Uncollectibles are customer arrearages categorized as having virtually no chance of being paid. 
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 San Gabriel’s experienced history of 
Uncollectible write-offs, as a percentage of the balance of customer accounts receivable.  San Gabriel 
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. 
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1. SGVWC’s Methodology to Calculate 2020-2021 1 
Uncollectibles is Unreasonable 2 

San Gabriel officially switched its accounting for Uncollectibles from the write-off 3 

method to the allowance method in 2020.48  Allowance for Uncollectible accounts is 4 

calculated using San Gabriel’s experienced history of Uncollectible write-offs, as a 5 

percentage of the balance of customer accounts receivable.49  San Gabriel then applies 6 

this percentage to the balance of customer accounts receivable at the end of the year to 7 

determine the amount charged to the Uncollectibles account.   8 

The percentage that San Gabriel uses to derive both its 2020 and 2021 9 

Uncollectibles amounts is 8.63% and is calculated by taking the three-year average of 10 

ratios of Uncollectibles to Accounts Receivables Balances from recession years 2007 to 11 

2009.50  San Gabriel states that the Uncollectibles expense is affected by factors 12 

including general economic conditions and credit and collection policies including 13 

legislation and moratoriums on disconnections.51   14 

San Gabriel’s exclusive use of a recessionary period is unreasonable because it 15 

accounts for only extreme conditions and not a normalized year, which is better suited 16 

when developing a future forecast.  San Gabriel seems to imply that the current COVID-17 

19 situation somewhat resembles the past recession but fails to recognize the forecasts 18 

being developed in this proceeding will apply to years 2023 to 2025 and not just the 19 

“current situation.” San Gabriel has also received a total of $1,962,974 from the state 20 

under such a program, which should be considered as it normalizes the Uncollectibles 21 

over the past two years.  Please refer to Table 3-1 below for a comparison between the 22 

                                            
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.” 
51 Exhibit SG-6, PDF page 46. 
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inflated Uncollectibles amounts San Gabriel uses and the actual Uncollectibles amounts 1 

for 2020 and 2021. 2 

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

Year SGVWC Actual 
Uncollectibles 

SGVWC > 
Actual 

2020 $569,787 $21,241 $548,546 
2021 $195,003 $110,451 $84,552 

 4 

As illustrated in Table 3-1 above, the estimated Uncollectibles amounts that San 5 

Gabriel forecasts for years 2020 and 2021 far exceed the actual recorded Uncollectibles 6 

amounts.   7 

2. SGVWC’s Use of Inflated 2020-2021 Uncollectibles 8 
Amount Skews the Five-Year Average 9 

SGVWC’s use of inflated 2020 and 2021 uncollectibles figures leads to an inflated 10 

five-year average ratio for forecasting that is several times higher than the actual 11 

uncollectible ratio, as illustrated in Tables 3-2 and 3-3 below.  Cal Advocates utilized 12 

actual recorded 2020 and 2021 uncollectibles amounts instead of San Gabriel’s estimated 13 

uncollectibles amounts when calculating the five-year average of uncollectibles amounts 14 

to be divided by the total revenues over the past five years.  15 

Table 3-2: SGVWC vs. Actual Uncollectibles Ratios 16 

Uncollectibles 2017 2018 2019 2020 2021 
SGVWC $95,185 $144,039 $110,534 $569,787 $195,003 
Actual $95,185 $144,039 $110,534 $21,241 $110,451 

 17 

Table 3-3: SGVWC vs. Actual Uncollectibles Ratios 18 

SGVWC Actual SGVWC > Actual 
0.2809%52 0.1213% 0.1596% 
$259,994 $112,309 $147,685 

 19 

                                            
52 GRCWorkpapers – 2022 (100 DAY UPDATE). 
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3. The Commission Should Adopt An Uncollectibles 1 
Forecast Calculated Using Actual Uncollectibles 2 
Values 3 

The Commission should adopt Cal Advocates’ Uncollectibles forecast, which is 4 

calculated using actual 2020 and 2021 Uncollectibles values thus yielding a 0.1213% 5 

Uncollectibles ratio for TY 2023-2024.  Cal Advocates derived the Uncollectibles ratio 6 

by dividing the five-year average of actual Uncollectibles amounts by the five-year 7 

average of total revenues.  By using inflated Uncollectibles values, San Gabriel 8 

unnecessarily skews the five-year average upward when the five-year average utilizing 9 

actual Uncollectibles amounts sufficiently captures any COVID-19 related variation and 10 

inflation.  On a stand-alone basis, this recommendation results in SGVWC’s proposed 11 

TY budget of $259,995 being reduced by approximately $147,685.   12 

H. Outside Services 13 

The Commission should adopt $1,223,63153 in total Outside Services expenses, 14 

which reduces the forecasted sludge removal expense.  Cal Advocates recommends that 15 

the Solids Handling System at the Summit Water Treatment Plant be authorized with the 16 

condition that its sludge removal expense be reduced by $656,744 in the TY.  This 17 

recommendation is discussed in Chapter 7. 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 

                                            
53 Total of GRCWorkpapers – 2022_Cal_Adv, tab “EX1,” Cells U1817 (Operations Outside Services) 
and U1826 (Maintenance Outside Services). 
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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 Fontana 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 San Gabriel’s Administrative Expenses Transferred forecasts; 14 
(5) Adopt Dues & Subscriptions forecasts which exclude lobbying expenses. 15 

III. ANALYSIS 16 

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

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

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

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

otherwise stated, Cal Advocates’ analysis is based on San Gabriel’s original TY 22 

estimates, and not on the 100-day updates. 23 

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

forecasts based on a five-year historical average.  The difference between Cal Advocates’ 25 

recommendations and San Gabriel’s request is due to the difference in forecasted Payroll 26 
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and Pension & Benefits.  The main operational accounts used to track A&G expenses are 1 

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

and Cal Advocates’ recommended A&G expenses in the Fontana Division. 3 

B. Payroll 4 
The Commission should approve $780,978 for A&G Payroll for Test Year 2023-5 

2024.  The A&G Payroll estimate is based on the last recorded year (2021) plus any 6 

adjustments for new positions.  Payroll Expense, including San Gabriel’s request for new 7 

positions, is addressed in Chapter 6. 8 

C. Pension & Benefits 9 
The Commission should approve $3,039,791 Pension & Benefits budget for Test 10 

Year 2023-2024.54   11 

Pension & Benefits includes San Gabriel’s 401(k) retirement savings plan, health, 12 

dental and vision insurance, life and long-term disability insurance, vacations, holidays 13 

and sick leave, uniforms, and other.  The estimates and recommendations below are 14 

based on San Gabriel’s workpapers.  Cal Advocates agrees with the methodologies 15 

because they are consistent with accepted methods and practices.  Except for health, 16 

dental, and vision insurance, differences between San Gabriel and Cal Advocates are due 17 

to differences in overtime, as discussed in Chapter 6. 18 

1. 401(k) Retirement Plan 19 
The Commission should approve $759,325 for San Gabriel’s 401(k) retirement 20 

plan for TY 2023-2024. 21 

San Gabriel employees become eligible for Company contributions to their 401(k) 22 

account on the first entry date after they complete one year of service.55  Entry dates are 23 

                                            
54 The amount shown for Pension & Benefits for TY 2023-2024 excludes capitalized and reimbursed 
expense. 
55 Exhibit SG-6 (Reiker), PDF page 38. 
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January 1, and July 1.  Once an employee is eligible for the 401(k) plan, San Gabriel 1 

makes an annual contribution of 6% of the eligible salary to each employee-eligible 2 

account in January based on the 401(k) eligible payroll.  San Gabriel also contributes to 3 

employee 401(k) plans through matching contributions up to 50% of each employee’s 4 

eligible salary deferral.56  Cal Advocates agrees with San Gabriel’s methodology. 5 

2. Life Insurance 6 
The Commission should approve $59,054 for San Gabriel’s Life Insurance for TY 7 

2023-2024. 8 

San Gabriel escalated 2021 Life Insurance premiums by applying the 6.8% 9 

Consumer Price Index-Urban (“CPI-U”) Escalation Rate for Estimated Year 2022 and 10 

TY 2023-2024.57  San Gabriel then applied these escalated premiums to the Company’s 11 

Payroll and Employee forecast to arrive at the total Life Insurance costs.  Cal Advocates 12 

uses the same methodology to forecast its recommendation.  Any difference between San 13 

Gabriel and Cal Advocates estimates is due to the difference in total payroll. 14 

3. Long-Term Disability Insurance 15 
The Commission should approve $39,036 for San Gabriel’s Long-Term Disability 16 

Insurance for TY 2023-2024.  Long-Term Disability Insurance premiums are applied to 17 

the Company’s Payroll and Employee forecast to arrive at the total Long-Term Disability 18 

Insurance costs. 19 

San Gabriel escalated 2021 Long-Term Disability Insurance premiums by 20 

applying the 6.8% CPI-U Escalation Rate for Estimated Year 2022 and TY 2023-2024.58  21 

San Gabriel then applied these escalated premiums to the Company’s Payroll and 22 

Employee forecast to arrive at the total Long-Term Disability Insurance costs. 23 

                                            
56 Exhibit SG-6 (Reiker), PDF page 38. 
57 Exhibit SG-6 (Reiker), PDF page 39. 
58 Exhibit SG-6 (Reiker), PDF page 39. 
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Cal Advocates uses the same methodology to forecast its recommendation.  Any 1 

difference between San Gabriel and Cal Advocates estimates is due to the difference in 2 

total payroll due to Cal Advocates’ recommendations to transfer few positions from 3 

General Office (“G.O.”) division to FWC division as discussed in Chapter 6 of this 4 

report.  5 

4. Vacations, Holidays, and Sick Leave 6 
The Commission should adopt $660,190 for San Gabriel’s Vacation Pay expense, 7 

$387,976 for Holiday Pay expense, and $225,061 for Sick Leave expense for TY 2023-8 

2024. 9 

San Gabriel’s estimates for vacations, sick leave, and holidays are based on 10 

historical data and forecasted payroll in the Test Year.  Cal Advocates uses the same 11 

methodology.  Any differences in San Gabriel’s and Cal Advocates’ estimates are due to 12 

differences in overtime. 13 

5. Health Insurance 14 
The Commission should approve $1,561,401 for the combined healthcare benefits 15 

(medical, dental, vision) for TY2023-2024, which corrects Vision Insurance forecasting 16 

attributed to open positions in 2022 and 2023. 17 

Health insurance includes dental, vision, and medical.  Since San Gabriel’s health 18 

plan runs annually from July to June, San Gabriel escalated the July 2021 premiums by 19 

applying a 6.8% CPI-U escalation rate for estimated year 2022 and TY 2023-2024.  San 20 

Gabriel then applied the escalated premiums to its employee forecast to arrive at the total 21 

health insurance costs.   22 

For dental and vision insurance, San Gabriel escalated 2021 premiums by applying 23 

the 6.8% CPI-U Escalation Rate for Estimated Year 2022 and Test Year 2023-2024.59  24 

San Gabriel then applied these escalated premiums to its employee forecast to arrive at 25 

                                            
59 Exhibit SG-6 (Reiker), PDF page 39. 
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the total dental and vision insurance costs.  Cal Advocates uses the same methodology to 1 

forecast its recommendation.  Any difference between San Gabriel and Cal Advocates 2 

estimates is due to the difference in total payroll. 3 

6. Correction of Vision Insurance Error 4 
Cal Advocates found and corrected an error in San Gabriel’s workpaper 5 

forecasting values for Vision Insurance in years 2022 and 2023 for new requested 6 

positions which are expected to be filled in 2024.  Cal Advocates removed these 7 

particular Vision Insurance forecasts for 2022 and 2023. 8 

D. Workers’ Compensation 9 
The Commission should approve $391,422 for Workers’ Compensation expenses 10 

for TY 2023-2024. 11 

Since San Gabriel’s Workers’ Compensation insurance is renewed each year on 12 

July 1st, San Gabriel escalated July 2021 Workers’ Compensation premiums by applying 13 

a 6.8% CPI-U escalation rate for estimated year 2022 and TY 2023-2024.  San Gabriel 14 

then applied the escalated premiums to its payroll and employee forecasts to arrive at the 15 

total Workers’ Compensation insurance cost.  Cal Advocates agrees with San Gabriel’s 16 

methodology. 17 

E. Franchise Fees 18 
The Commission should adopt the San Gabriel’s methodology for Franchise Fees.  19 

Administrative Expenses Transferred 20 

The Commission should adopt San Gabriel’s original ($6,663,074) Administrative 21 

Expenses Transferred budget.  Administrative Expenses Transferred represents the 22 

administrative overhead for management supervision of capital investment in plant 23 

projects.  A detailed discussion regarding Administrative Expenses Transferred can be 24 

found in Chapter 7. 25 
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F. Materials & Supplies 1 
The Commission should adopt $142,083 in Materials & Supplies expenses, which 2 

excludes $27,141. related to lobbying from Dues & Subscriptions expenses.  Lobbying in 3 

this instance is any attempt San Gabriel makes to influence public and government policy 4 

at any level in order to serve its own interests.  Cal Advocates removes these lobbying 5 

expenses from the historical expenses used in the forecast calculation because the 6 

Commission does not allow lobbying expenses in rates.  Commission policy is clear that 7 

political and lobbying activity should not be included in customer rates.60  Since there is 8 

no ratepayer benefit to lobbying, the ratepayers should not subsidize the costs. 9 

IV. CONCLUSION 10 

The Commission should adopt recommendations detailed above as they reflect a 11 

more reasonable and accurate forecast for TY 2023-2024 A&G expenses.   12 

                                            
60 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 Fontana 3 

division and presents Cal Advocates’ analysis and recommendations. 4 

II. SUMMARY OF RECOMMENDATIONS 5 

The Commission should adopt a modified Gardening Workshop forecast, which 6 

excludes $10,000 in speculative funding for program instructors. 7 

III. ANALYSIS 8 

A. Water Saving Goals and Objectives 9 
San Gabriel’s goal is to plan and implement the most cost-effective conservation 10 

programs that will achieve water saving goals and objectives set by the State Water 11 

Resources Control Board (“SWRCB”), the California Public Utilities Commission 12 

(“CPUC”) and the Governor of California (currently Governor Gavin Newsom), as well 13 

as any subsequent orders and/or emergency proclamations. 61   14 

The most recent directive requires water purveyors to reduce water consumption 15 

by at least 15% over the 2020 consumption level.  Thus, San Gabriel must continue to 16 

carry out its Conservation programs in order to successfully meet this objective. 17 

B. Past Conservation Budget and Goals 18 
In the previous General Rate Case (“GRC”), San Gabriel adopted a Conservation 19 

budget of $449,702 for its 2020-2021 TY in the Fontana Division in order to meet 20 

California Governor Brown’s directive on water consumption.62  Pursuant to the 21 

                                            
61 Exhibit SG-7 (Swift), PDF page 23. 
62 Exhibit SG-6 (Reiker) Appendix A (MDRs), PDF page 92. 



5-2 

Executive Order B-29-15, which mandated a 25% reduction in potable urban water 1 

usage.63  From June 2015 through May 2016, Fontana’s water use reduction target was 2 

26% compared to the 2013 usage, and customers achieved a 27% reduction.64   3 

C. Gardening Workshops 4 
The Commission should reject the proposed budget for Gardening Workshops, 5 

which excludes $10,000 for workshop instructors.  Since 2012, instructors for San 6 

Gabriel’s Gardening Workshops were funded by Inland Empire Utilities Agency 7 

(“IEUA”).  Recently, IEUA’s sub-agencies have elected to change how programs are 8 

funded.65  In response to discovery,66 San Gabriel stated that Fontana has yet to receive 9 

the finalized budget for the 2022-2024 IEUA Water Use Efficiency Programs and there is 10 

the potential that San Gabriel would continue to receive funding for this program.  In 11 

order to avoid overcollection, Cal Advocates recommends that this $10,000 speculative 12 

cost be removed from the forecast. 13 

IV. CONCLUSION 14 

The Commission should adopt the recommendations detailed above as they reflect 15 

a more reasonable and accurate forecast for TY 2023-2024 Conservation expenses. Table 16 

5-1 below presents a summary of SGVWC’s proposed and Cal Advocates’ recommended 17 

Conservation expenses in Fontana Division.   18 

                                            
63 Exhibit SG-7 (Swift), PDF page 22-23. 
64 Exhibit SG-7 (Swift), PDF page 22-23. 
65 Attachment 5-1: San Gabriel’s Response to Cal Advocates’ DR LCN-016 (Misc.), Q8. 
66Attachment 5-1: San Gabriel’s Response to Cal Advocates’ DR LCN-016 (Misc.), Q8. 
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Table 5-1: Test Year 2023-2024 Conservation Expenses67 1 

Program SGVWC Proposed Cal Advocates 
Recommended 

Proposed > 
Recommended 

K-12 School 
Education Program 
(Funded by IEUA) 

- - $0 

Education/Public 
Outreach Program $40,000 $40,000 $0 

Gardening 
Workshops $10,000 $0 $10,000 

Residential Irrigation 
Controller, Nozzles 
Retrofit Program 

$300,000 $300,000 $0 

Conservation Kits $20,000 $20,000 $0 
High Efficiency 
Toilet Distribution 
Program 

$100,000 $100,000 $0 

Large Landscape 
Audits – CII 
Customers 

$25,000 $25,000 $0 

CII Water Efficient 
Fixtures and 
Devices/Turf 
Removal Program 

$100,000 $100,000 $0 

Recycle Water 
Retrofit Program $100,000 $100,000 $0 

TOTAL $695,000 $685,000 $10,000 
 2 

                                            
67 Exhibit SG-7 (Swift), PDF page 20, line 1. 
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Attachment 5-1: San Gabriel’s Response to Cal 
Advocates’ DR LCN-016 (Misc.), Q8. 
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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 and its impact on the 5 

overtime budget.  In the Fontana division, San Gabriel seeks authority to increase its 6 

workforce by one new position: Facilities Maintenance Supervisor. 7 

II. SUMMARY OF RECOMMENDATIONS 8 

The Commission should approve $9,214,320 in Payroll expenses for TY 2023-9 

2024.  The Commission should authorize one Facilities Maintenance Supervisor.  The 10 

Commission should reduce the amount of overtime in the Fontana Division by $75,000 11 

due to the allowance of a new Facilities Maintenance Supervisor position. 12 

III. ANALYSIS 13 

A. Facilities Maintenance Supervisor 14 
In the current GRC, Cal Advocates requests a Facilities Maintenance Supervisor 15 

due to Fontana division’s increased building and structure maintenance requirements over 16 

the past 16 years.68  Cal Advocates reviewed San Gabriel’s request and responses to 17 

discovery and concluded that its request for one Facilities Maintenance Supervisor is 18 

reasonable, as discussed below. 19 

1. Structure and Maintenance in Fontana Division 20 
Over the past 16 years, the Fontana Division has increased its building and 21 

structure maintenance requirements by 69,000 square feet, and has added 15 plants 22 

                                            
68 Exhibit SG-7 (Swift), PDF page 34, lines 21-24. 
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representing 69 acres worth of landscape maintenance, painting, fencing and weed 1 

abatement requirements.69  San Gabriel points to some of its heaviest obligations which 2 

come from permits received from the United States Forest Service and California 3 

Department of Fish and Wildlife to operate and maintain San Gabriel’s Intake Facility in 4 

Lytle Creek.70  Those permits allow Fontana Division to continuously operate its 20-acre 5 

Lytle Creek surface water diversion facility, which includes a 7,000-foot subterranean 6 

pipeline easement.71  The pipeline easement requires continual re-contouring the soft 7 

plug, earthen berm and settling pond at the intakes facility, which requires constant 8 

invasive weed management, trash removal, habitat management, fish salvages, sediment 9 

transport monitoring and annual reporting for the life of the permit.72 10 

Cal Advocates requested a breakdown of overtime hours worked by Facilities 11 

Maintenance Department staff from 2006-2021,73 on which San Gabriel noted that 12 

employee overtime is limited since many of the projects are time-sensitive, leading to 13 

contracting out work to one or more vendors.  The spreadsheet indicated that the staff 14 

performed 182.5 hours of overtime and 43 hours of double time over the past 16 years.  15 

2. Facilities Maintenance Supervisor’s Duties 16 
The Facilities Maintenance Supervisor would focus on scheduling work, checking 17 

work, assuring safety practices are always being administered and provide coverage when 18 

the Facilities Maintenance Superintendent is away from work on vacation or sick leave.74  19 

At present, the Facilities Maintenance Supervisor is unable to perform the administrative 20 

                                            
69 Exhibit SG-7 (Swift), PDF page 34-35. 
70 Exhibit SG-7 (Swift), PDF page 34-35. 
71 Exhibit SG-7 (Swift), PDF page 34-35. 
72 Exhibit SG-7 (Swift), PDF page 34-35. 
73 Attachment 6-1: SGVWC’s response to Cal Advocates’ DR LCN-007 (Supplemental Response), Q1c, 
LCN-007 Supplemental Attachment B. 
74 Exhibit SG-7 (Swift), PDF page 34-35. 
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duties as well as the field supervision duties of the Facilities Maintenance Department.75  1 

Since the Operations Manager must frequently cover administrative duties for the 2 

Facilities Maintenance Supervisor while he is out inspecting field work, meeting job sites 3 

with city personnel and/or pre-walking job sites to identify what to assign staff in the 4 

coming days, the addition of the Facilities Maintenance Supervisor would apply the same 5 

supervision redundancy that is recognized in Water Production, Water Treatment, Water 6 

Distribution and Field Service.76  7 

3. Cost-Benefit Analysis: Contractor vs. Facilities 8 
Maintenance Supervisor 9 

In response to discovery,77 San Gabriel provided a list of employee positions 10 

and/or vendor who have performed facilities maintenance in the face of increased 11 

requirements over the past 16 years.  The list included a total of 14 in-house staff and 38 12 

vendors. 13 

Cal Advocates also requested that San Gabriel provide a cost-benefit analysis of 14 

hiring a Facilities Maintenance Supervisor versus hiring a third party as needed or on a 15 

contract basis.  San Gabriel took the average of the most recent four calendar years 16 

(2018-2021) to calculate the cost of facilities maintenance, 78 and then utilized the United 17 

States Department of Agriculture (“USDA”) United States inflation long-term forecasts 18 

starting in 2023 to apply a 2.5% inflation percentage. Cal Advocates took the liberty of 19 

estimating the associated Pension & Benefits with a position of a similar salary utilizing 20 

San Gabriel’s RO Model in order to reflect the comparison most accurately.  Please see 21 

the comparison illustrated in the table below. 22 

                                            
75 Exhibit SG-7 (Swift), PDF page 34-35. 
76 Exhibit SG-7 (Swift), PDF page 34-35. 
77 Attachment 6-2: SGVWC’s response to Cal Advocates’ DR LCN-007 (Supplemental Response), Q1b, 
LCN-007 Supplemental Attachment A. 
78 Attachment 6-3: SGVWC’s response to Cal Advocates’ DR LCN-007 (Supplemental Response), Q1d. 
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Table 6-1: Contractor vs. Facilities Maintenance Supervisor 1 

Contracted Cost Salary & Benefits Savings 
$263,978 $111,21279 $152,766 

 2 

San Gabriel points to a couple of contributing factors to explain the high four-year 3 

average contractor cost.  One is the finalization of Fontana Division’s United States 4 

Forest Service Easement in November 2017 for its Lytle Creek Diversion and Intakes 5 

Facilities.80  The easement totals 19.75 acres at the diversion site, and an additional linear 6 

easement along the Grapeland Tunnel pipeline to the Southern California Edison 7 

diversion site, totaling 7,100 linear feet.  Another is the Streambed Alteration Agreement 8 

between San Gabriel and the California Department of Fish and Wildlife, which was 9 

executed in January 2021, for routine maintenance activities of the Lytle Creek Diversion 10 

and Intakes Facilities.81  These two efforts in particular also require specific enhancement 11 

activities, including, but not limited to, logging, performing and reporting ongoing trash 12 

removal and annual invasive plant removal form within the easement area.82 13 

B. Overtime 14 
The Commission should reduce the amount of overtime San Gabriel forecasts for 15 

the Fontana Division by $75,00083 because the newly authorized Facilities Maintenance 16 

Supervisor position will reduce the need for overtime.  San Gabriel forecasts the annual 17 

salary for the new Facilities Maintenance Supervisor at $75,000, not including associated 18 

Pension & Benefits plus Payroll Taxes, which should be offset by a reduction in 19 

overtime. 20 

                                            
79 GRCWorkpapers – 2022, tab PR4, sum (salary, payroll taxes, 401k, insurance) of Cells BA48 through 
BO48 ($88,607 salary). 
80 Attachment 6-3: SGVWC’s response to Cal Advocates’ DR LCN-007 (Supplemental Response), Q1d. 
81 Attachment 6-3: SGVWC’s response to Cal Advocates’ DR LCN-007 (Supplemental Response), Q1d. 
82 Attachment 6-3: SGVWC’s response to Cal Advocates’ DR LCN-007 (Supplemental Response), Q1d. 
83 $50,000 (salary) multiplied by 1.5 (time-and-a-half to represent overtime). 
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IV. CONCLUSION 1 

The Commission should approve $9,214,320 in Payroll expenses for TY 2023-2 

2024.  The Commission should authorize one Facilities Maintenance Supervisor position.  3 

The Commission should adopt this recommendation because it addresses the need for 4 

additional staffing for the operation of the new treatment facilities, thus increasing 5 

productivity. 6 
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Attachment 6-1: SGVWC’s response to Cal Advocates’ 
DR LCN-007 (Supplemental Response), Q1c, LCN-007 

Supplemental Attachment B. 

  



6-7



6-8 

Attachment 6-2: SGVWC’s Response to Cal Advocates’ 
DR LCN-007 (Additional Employees), Q1. 
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Attachment 6-3: SGVWC’s response to Cal Advocates’ 
DR LCN-007 (Supplemental Response), Q1d.  
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CHAPTER 7 UTILITY PLANT-IN-SERVICE 1 

I. INTRODUCTION 2 

This chapter discusses California Public Advocates Office (“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 San Gabriel Valley Water Company’s (“SGVWC” or 6 

“San Gabriel”) Fontana Water Company (“FWC” or “Fontana”) Division in the Test 7 

Years: 2023-2024 and 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 Budget84 12 

 (A) 
Description 

(B) 
2022 

(C) 
2023 

(D) 
2024 

(E) 
2025 

1 SGVWC85  $38,078,000  $39,019,000  $41,847,000  $51,588,000  

2 Cal Advocates86 $35,058,000 $27,694,000 $28,294,000 $25,909,000 

3 SGVWC >  
Cal Advocates 

$3,020,000 $11,325,000 $13,553,000 $25,679,000 

4 Cal Advocates as  
% of SGVWC 

92% 71% 68% 50% 

 13 

                                            
84 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. 
85 SGVWC’s Workpapers, file “GRCWorkpapers – 2022.xlsx,” tab “P1,” column AL, rows 423, 489, 
555, and 621. 
86 Attachment 7-1: Cal Advocates Capital Budget by Plant Site and Account. 
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The Commission should make the following adjustments to SGVWC’s proposed 1 

capital budget:  2 

• Remove all amounts for contingency from the capital budget because 3 
contingency amounts should not be funded by ratepayers. 4 
 5 

• Adjust the escalation of SGVWC’s capital projects in 2023 to 2025 based 6 
on the non-labor composite rate used by the Commission for expense 7 
escalation. 8 
 9 

• The Commission should remove $4.1 million in 2023 and $4 million in 10 
2024 from the capital budget forecast for the proposed Well F30B and Well 11 
F31C.  The Fontana Division has adequate supply capacity from existing 12 
sources and other planned sources without installing these new wells. 13 
 14 

• Adopt a capital budget that includes a $11.8 million estimate for the 15 
proposed Solids Handling System at Summit Water Treatment Plant only if 16 
SGVWC removes the sludge removal expense of approximately $1 million 17 
per year from its forecast. 18 
 19 

• Remove $8.8 million for the replacement reservoir at Plant F2 and $8 20 
million and $5.8 million for the new reservoirs at Plants F10 and F59 from 21 
the capital budget because SGVWC errs in the determination of criteria that 22 
would justify the projects. 23 
 24 

• Adopt $4.35 million for Plant F10, $500,000 for Plant F20, and $2.8 25 
million for Plant F44 all in 2022 and remove the remaining cost estimates 26 
for the repeated project components from the capital budget because the 27 
Commission already included these projects in customer rates expecting 28 
they would be completed and providing direct benefits to customers during 29 
the 2019 GRC cycle.  Because these projects still have not been completed, 30 
the Commission should instead remove them from rate base in this GRC.  31 
In a subsequent GRC application, the utility can request to place these 32 
projects into rate base after it completes these projects, and the Commission 33 
can conduct its prudency review at that time. 34 
 35 
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• Adopt a capital budget that includes a $5.4 million estimate for the Plant 1 
F58 to Plant F19 pipeline only if SGVWC reduces the purchased power 2 
expense of approximately $330,000 per year in its forecast. 3 
 4 

• Reduce the cost estimate for meters to $855,000 in 2022, $1,380,000 in 5 
2023, $905,000 in 2024, and $930,000 in 2025, to conform to the 15-year 6 
installation schedule previously proposed by SGVWC and adopted by the 7 
Commission.  SGVWC’s proposed cost estimates of $1,400,000 in 2022, 8 
$1,925,000 in 2023, $1,453,000 in 2024, and $1,482,000 in 2025, should be 9 
denied. 10 
 11 

• Reduce SGVWC’s vehicle budget to $369,000 for the year 2025 because 12 
one vehicle SGVWC proposes for replacement is not estimated to meet its 13 
replacement criteria until after mid-2026.  SGVWC proposed cost estimate 14 
of $446,000 for the Fontana Division’s vehicle budget in 2025 should be 15 
denied. 16 
 17 

• Adopt SGVWC’s proposed Administrative Expense Transferred of 18 
$6,663,075 for the Test Year 2023-2024 despite the adjusted capital budget 19 
to account for expenses transferred to projects that SGVWC will continue 20 
but that are not forecasted as Plant-in-Service in this GRC cycle. 21 

III. ANALYSIS  22 

The following sections describe the adjustments that the Commission should make 23 

to SGVWC’s proposed capital budget involving contingency, escalation, well projects, 24 

the project at Summit Water Treatment Plant, reservoir projects, repeated projects, 25 

meters, vehicles, and the Administrative Expense Transferred. 26 

A. Contingency 27 
The Commission should remove all amounts for contingency from the forecasted 28 

capital budget.  In each of the cost estimates for its proposed capital projects, SGVWC 29 

includes amounts for contingency.  SGVWC uses contingency as a placeholder for 30 

unforeseen project components at the time of budgeting.  In effect, contingency accounts 31 

for project cost overruns that may or may not occur.   32 
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For each project, SGVWC calculates the contingency as a percentage, such as 5%, 1 

10%, or 15%, of the project’s base construction cost.87  For example, for the construction 2 

phase of the treatment system that SGVWC proposes for Plant B24, SGVWC estimates 3 

that the project will have a base construction cost of $1 million.  To this amount, 4 

SGVWC adds $366,000 for various other cost components, including inspection and 5 

testing, construction management, and administrative overhead.  Finally, SGVWC adds 6 

15% of the $1 million, or $150,000, to the cost estimate as contingency to cover costs 7 

that it did not anticipate at the time of budgeting.  The table below shows how a capital 8 

project’s contingency, and other cost components are calculated from the base 9 

construction cost: 10 

Table 7-2: Cost Estimate for Proposed Treatment System at Plant B2488 11 

 (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 

 12 

 The Commission should remove contingency amounts from the adopted capital 13 

budget because ratepayers should not fund project components that are speculative at the 14 

time of budgeting.  Instead, the Commission should adopt a capital budget based only on 15 

forecasted project components that can be reasonably evaluated.  After project 16 

completion, if actual capital project costs exceed forecasted amounts, the utility can seek 17 

                                            
87 SGVWC’s project cost estimates are located as enclosures throughout its Exhibit SG-8, Attachments F 
and G.  
88 SGVWC Exhibit SG-8, Attachment C, Plant B24, Enclosure 6 Cost Estimate, p. 2. 
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further cost recovery in a subsequent GRC. The Commission then can assess the utility’s 1 

request for prudency and reasonableness. 2 

The Commission has recently considered and removed contingency from capital 3 

budgets.  In a 2021 decision, the Commission held that budgeting for contingencies is not 4 

necessarily appropriate in a General Rate Case (“GRC”), where the utility must 5 

demonstrate the reasonableness of every dollar in its forecast revenue requirement.89  The 6 

Commission recognized that since contingency allowances are intended to cover 7 

“unforeseen conditions,” contingency amounts are unpredictable, and therefore, a utility 8 

cannot establish the costs for contingency to be reasonable at the time of forecasting.  In 9 

addition, the Commission reasoned that removing the budgeted contingencies should 10 

motivate the utility to remain within its forecasted budget for these projects.  Finally, the 11 

Commission stated that if additional funds become necessary, the utility may seek 12 

reasonable recovery in its next GRC.90 13 

Removing contingency would also partly protect customers from overestimated 14 

capital budgets.  The Commission adopted the settlement agreement in the last GRC 15 

which forecasted SGVWC’s capital budget with a 10% contingency factor.  Although 16 

many capital projects exceeded estimates, SGVWC deferred or cancelled several other 17 

projects.  In the Fontana division, SGVWC shows a rate base for years 2020 and 2021 18 

that is $8 million dollars below the estimate adopted in the prior GRC.91  Despite 19 

individual projects exceeding estimates, the number of projects either deferred or 20 

cancelled ultimately eliminated the need for a contingency budget.  In fact, SGVWC 21 

reports a rate of return of about 11.5% in 2020 and 2021 compared to its authorized 22 

                                            
89 D.21-08-036, p. 331. 
90 D.21-08-036, p. 331. 
91 SGVWC “GRCWorkpapers – 2022.xlsx,” tab “RB1,” row 100. 
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8.12% rate.92  This demonstrates that the contingency amount that was adopted by the 1 

Commission as part of the previous settlement agreement was more than necessary.   2 

B. Escalation 3 
The Commission should adjust the escalation of SGVWC’s capital projects in 4 

2023 to 2025 based on the non-labor composite rate used by the Commission for expense 5 

escalation. 6 

SGVWC proposes to escalate future project costs based on its calculated increases 7 

in recorded costs of similar projects or items.93  To illustrate, SGVWC compares the 8 

increased cost of a well it completed in 2019 to the relatively lesser cost of a well it 9 

completed in 2018.  SGVWC then creates a trend by projecting the 2018 to 2019 increase 10 

each year all the way to 2025.  Using this methodology, SGVWC proposes an annual 11 

13% escalation factor for wells in its capital budget.94  Based on the same methodology, 12 

SGVWC proposes escalation factors ranging from 8% to 17% for the other budget 13 

items.95 14 

The Commission should use the escalation factor of 2.8% for capital projects 15 

forecasted in this GRC after the year 2022.  This factor is the average of the non-labor 16 

composite escalation rates for the years 2022 to 2025 from Cal Advocates’ December 15, 17 

2021 Memo.96  In these monthly memos, Cal Advocates provides the Commission’s 18 

water industry staff with historical and forecasted annual changes in labor and the prices 19 

for material and supply purchases.  The non-labor composite rate is a weighted average 20 

of the escalation rates for contracted services and materials and supplies.97 21 

                                            
92 SGVWC “GRCWorkpapers – 2022.xlsx,” tab “SOE1,” row 111. 
93 SGVWC Exhibit SG-8, pp. 38-39. 
94 SGVWC Exhibit SG-8, pp. 42-43. 
95 SGVWC Exhibit SG-8, page 45. 
96 SGVWC “GRCWorkpapers – 2022.xlsx,” tab “GI1,” column L, rows 28 to 32. 
97 Attachment 7-2, Cal Water Response to DR SIB-037, Q.1.  
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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 utility regulated by the Commission.  Cal Water’s multiple service areas include 4 

the East Los Angeles District, which neighbors SGVWC’s Los Angeles County division 5 

where SGVWC proposes the same escalation rates as in the Fontana Division.  Cal Water 6 

proposes using a 2.5% escalation factor for capital projects forecasted in its 2021 GRC.  7 

Cal Water justifies its use of the escalation factor because it is based on the non-labor 8 

composites from earlier Cal Advocates memos.98  Indeed, Cal Water’s proposed 2.5% 9 

factor is lower than the 2023 to 2025 average of 2.8%.  Since SGVWC is operating in 10 

nearly the same years and economic conditions as Cal Water, the Commission should 11 

adopt the 2.8% factor for SGVWC’s capital budget. 12 

C. Well Projects 13 
The Commission should remove $4.1 million in 2023 and $4 million in 2024 from 14 

the capital budget forecast for the proposed Well F30B and Well F31C.  The Fontana 15 

Division has adequate supply capacity from existing sources and other planned sources 16 

without installing these new wells. 17 

SGVWC states that these wells projects would correct supply capacity deficiencies 18 

identified by its Master Plan and would restore the “lost capacity” of wells removed from 19 

service in the Fontana division.   20 

SGVWC’s supply analysis is incomplete and recommends unnecessary well 21 

projects.  California’s Title 22 regulations requires that a water system always meet 22 

Maximum Day Demand (MDD) from its source capacity in each pressure zone.99  23 

However, Title 22 specifically states that interzonal transfers should be counted as source 24 

                                            
98 Attachment 7-2, Cal Water Response to DR SIB-037, Q.1.  
99 California Code of Regulations, Title 22, § 64554 (a) (3). 
https://govt.westlaw.com/calregs/Document/I09869AC5E2E24845946DA6392BB8ED5F 
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capacity to determine each individual pressure zone’s compliance.100   SGVWC’s supply 1 

analysis does not accurately represent its interzonal transfers, and its recommendations 2 

are therefore erroneous.   3 

SGVWC’s Master Plan shows that the Alder pressure zone, which the proposed 4 

Well F31C would serve, has infrastructure supporting existing interzonal transfers.  The 5 

Alder pressure zone has an MDD requirement of 12,592 gpm.101  As shown by the 6 

Fontana division’s hydraulic profile, the Alder zone is served by multiple 7 

interconnections with the Highland pressure zone.102  Most notably, the booster pump 8 

station at Plant F10 has two pumps with a combined capacity of 3,810 gallons per minute 9 

(“gpm”).103  These pumps transfer water produced from various wells, including Well 10 

F4A, to the Alder zone.  In addition, the Highland and Alder zone are connected through 11 

Pressure Regulating Valves (“PRVs”).  Based on the hydraulic profile, the existing Well 12 

F31A and newly completed Well F31B would transfer their water supply through 13 

PRVs.104  In its previous Master Plan, SGVWC showed that the transfer between 14 

Highland and Alder zone through PRVs could supply 4,392 gallons per minute (gpm).105 15 

As shown by SGVWC’s current Master Plan, the Highland Zone has a supply 16 

surplus that can be transferred to zones connected by pipeline.  The current Master Plan 17 

shows a remaining surplus of 4,847 gpm in the Highland Zone after Well F10C is 18 

                                            
100 California Code of Regulations, Title 22, § 64554 (b). 
https://govt.westlaw.com/calregs/Document/I09869AC5E2E24845946DA6392BB8ED5F 
101 SGVWC Exhibit SG-8, Attachment H, p. 8-4, Table 8.1, row “Alder Zone Grouped Subtotal,” column 
“MDD.” 
102 SGVWC Exhibit SG-8, Attachment H, p. 6-5, Figure 6.2.  See lower right corner for the Alder zone 
and left edge for Highland zone and follow directional lines from the Highland to Alder zones. 
103 SGVWC Exhibit SG-8, Attachment H, p. 6-5, Figure 6.2.  See booster pumps “5” and “6” between 
vertical axis labels “1,300” and “1,400” on the left edge near “F10 Reservoir.” 
104 SGVWC Exhibit SG-8, Attachment H, page 6-5, Figure 6.2.  See Well F31A near axis line “1,300,” 
and follow directional line to the F16 reservoirs and booster pump station, then to Highland zone.  Follow 
the directional line directly below Highland zone on the profile to the PRV directly above Alder zone.  
105 Attachment 7-3: SGVWC Application (“A.”) 19-01-001 Exhibit SG-7, Attachment H, Appendix D.1. 
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replaced.106  This surplus is more than enough to supply the 3,810-gpm transfer to the 1 

Alder zone through Plant F10.  Additionally, SGVWC does not include the production 2 

from Wells F31A and F31B in the Highland zone surplus.  Instead, SGVWC includes 3 

these wells directly in the supply capacity for the Alder zone.  Since the production from 4 

Wells F31A and F31B can be transferred from the Highland Zone to the Alder Zone 5 

through PRVs, it is reasonable to include this capacity in the Alder Zone as SGVWC 6 

does.  Cal Advocates likewise includes Well F31A and F31B in the supply analysis for 7 

the Alder Zone in Table 7-3 shown below. 8 

The table shows that the existing wells in the Alder zone, the 3,810gpm available 9 

transfer from the Highland to the Alder zone, and Well F31A and F31B are enough to 10 

meet the 12,592 gpm MDD that SGVWC identifies for the Alder zone.107  Therefore, 11 

there is no need to construct the proposed Well F31C to add more supply capacity. 12 

                                            
106 SGVWC Exhibit SG-8, Attachment H, p. 8-4, Table 8.1, row “Highland Zone Grouped Subtotal,” 
column “Surplus with Recommendations and Transfers.” 
107 SGVWC Exhibit SG-8, Attachment H, p. 8-4, Table 8.1, row “Alder Zone Grouped Subtotal,” column 
“MDD.” 
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Table 7-3: Water Supply Analysis for the Alder Zone 1 

 
(A)  
Existing Supply 
Source 

(B)  
Total 
Capacity108 
(gpm) 

(C)  
Plan to return 
to service? 

(C)  
Available 
Capacity 
(gpm) 

1 Highland Transfer 
from Plant F10  3,810 

Yes (Well F4A) 
3,810 

2 Well 18A 2,400 No Out of Service 
3 

Well F2A 2,321 
Yes Transfer to 

Baseline Zone 
4 Well F44A 2,232  2,232 
5 Well F44B 2,300  2,300 
6 Well F44C 2,438  2,438 
7 Well F31A 1,268  1,268 
8 Well F31B 1,500  1,500 
9 Alder Total   13,548 
10 Meets MDD of 

12,592?  
 

Yes 
 2 

For similar reasons, there is no need for the proposed Well F30B which would 3 

serve the Baseline zone.  SGVWC’s current Master Plan shows that there is an existing 4 

booster pump station at Plant F2 supporting an interzonal transfer from the Alder to the 5 

Baseline zone.  At Plant F2, two pumps boost directly to the Baseline zone with a 6 

combined capacity of 2,780 gpm.109  Indeed, SGVWC’s plan is to construct a new well to 7 

replace Well F30A, which supplied the Baseline zone through connections in the Alder 8 

Zone.  If SGVWC were to construct its proposed Well F30B, the well would first pump 9 

to Plant F2 in the Alder zone, where the water could then be boosted to the Baseline 10 

Zone.110  However, the new well is unnecessary because SGVWC is also planning to 11 

return Well F2A to service.   12 

                                            
108 SGVWC Exhibit SG-8, Attachment H, p. 8-4, Table 8.1, column “Available Capacity.” 
109 SGVWC Exhibit SG-8, Attachment H, p. 6-5, Figure 6.2. 
110 SGVWC Exhibit SG-8, Attachment H, p. 6-5, Figure 6.2. 
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Returning Well F2A to service will further increase supply capacity above the 1 

required capacity.  The current Master Plan shows that the required capacity of the 2 

Baseline zone is 3,380 gpm.111  When SGVWC returns Well F2A to service, it will 3 

supply a production of up 2,321 gpm to Plant F2,112 where it can then be boosted to the 4 

Baseline zone.  Adding the capacity of Well F2A to that of the existing active wells, the 5 

Baseline zone will have an available capacity of 7,191 gpm, or more than double the 6 

required capacity of 3,380 gpm.  The following table summarizes the water supply 7 

analysis and shows that available capacity will be adequate without new wells in the 8 

Baseline zone.  9 

Table 7-4: Water Supply Analysis for the Baseline Zone 10 

 
(A)  
Existing Supply 
Source 

(B)  
Total 
Capacity113 
(gpm) 

(C)  
Plan to return to 
service? 

(D)  
Available 
Capacity 
(gpm) 

1 Well F7A 2,369  2,369 
2 Well F7B 2,501  2,501 
3 Well F22A 1,843 No Out of Service 
4 Well F30A 1,017 No Out of Service 
5 Well F2A 2,321 Yes 2,321 
6 Baseline Total   7,191 
7 Meets required 

capacity of 3,380?  
 

Yes 
 11 

D. Solids Handling System at Summit Water Treatment 12 
Plant 13 

The Commission should adopt a capital budget that includes a $11.8 million 14 

estimate for the proposed Solids Handling System at Summit Water Treatment Plant only 15 

                                            
111 SGVWC Exhibit SG-8, Attachment H, p. 8-4, Table 8.1, row “Baseline Zone Subtotal,” column 
“Total Required Capacity.” 
112 SGVWC Exhibit SG-8, Attachment H, p. 8-4, Table 8.1, row “Well F2A,” column “Proposed Well 
Capacity.” 
113 SGVWC Exhibit SG-8, Attachment H, p. 8-4, Table 8.1, column “Available Capacity.” 
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if SGVWC removes the sludge removal expense of approximately $1 million per year 1 

from its forecast.114 2 

SGVWC proposes the Solids Handling System, a project requiring the major 3 

capital expenditures of a solids handling building, gravity thickener tank, solids storage 4 

tank, and sludge pump station for the total cost of $14,450,000 to be constructed from 5 

2022 to 2024.115  SGVWC states that this project will replace the system in place, which 6 

it states is a bottleneck to the expansion of Summit Water Treatment Plant’s firm capacity 7 

from 12 Million Gallons per Day (“MGD”) to 24 MGD.  In its testimony, SGVWC also 8 

states that it expects the sludge removal expense, which was $848,342 in 2020, to 9 

increase to $1,237,035 per year by 2024.116  Nevertheless, SGVWC’s Results of 10 

Operation (“RO”) model only forecasts an increase to $972,223 in the Test Year (TY) 11 

beginning on July 1, 2023 and ending on June 30, 2024.  SGVWC’s RO model forecasts 12 

$1,015,476 and $1,060,157 respectively for the following two years in the GRC cycle 13 

despite SGVWC’s proposed capital projects that would eliminate these costs. 14 

The Commission should only adopt the cost estimate for this proposed project 15 

with contingency and escalation adjustments, if SGVWC removes the associated sludge 16 

removal expense from the forecast.  SGVWC proposes to place the Solids Handling 17 

System in service in 2024.  If SGVWC’s cost estimate for this project is adopted, 18 

ratepayers will see a revenue requirement increase of nearly $1.7 million in 2024 and 19 

$1.8 million in 2025.117  However, SGVWC does not forecast any decrease in the sludge 20 

                                            
114 Cal Advocates calculates an estimate of $11,820,000 for the Solids Handling System after removing 
contingency and adjusting escalation. 
115 SGVWC Exhibit SG-8, p. 156. 
116 SGVWC Exhibit SG-8, p. 157. 
117 Attachment 7-4: SGVWC Response to DR AA9-006, Q.1.b. 
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removal expense.118  In response to discovery, SGVWC stated that once the Solids 1 

Handling System is in service, it expects the sludge removal expense to be eliminated.119 2 

 To properly account for the savings due to the elimination of the sludge removal 3 

expenses, $1,015,476 needs to be removed in the year beginning on July 1, 2024, which 4 

is the first escalation year of this GRC cycle.  Another $1,060,157 needs to be removed 5 

for the year beginning on July 1, 2025, for a total of $2,075,633 over the GRC cycle.  Cal 6 

Advocates recommends reducing the TY 2023-2024 expense by $656,743 since 7 

adjustments to expenses can only be made in TY 2023-2024 due to the Rate Case Plan 8 

requiring that escalation year expense forecasts be calculated from the Test Year.  9 

SGVWC’s RO model would then calculate increased reductions in the following two 10 

years.  This would result in the same combined savings of $2,075,633 over the three-year 11 

GRC cycle as if the expense in the two escalation years were fully removed.  The 12 

following table shows that the total savings calculated using Cal Advocates’ 13 

methodology is equal to the sludge removal expense for the two escalation years: 14 

Table 7-5: Savings from Sludge Removal Expense 15 

 (A) (B) 
Test Year 
2023-2024 

(B) 
Escalation 

Year 
2024-2025 

(B) 
Escalation 

Year 
2025-2026 

(B) 
GRC Total 
2023-2026 

1 SGVWC $972,223 $1,015,476 $1,060,157 $3,047,856 

2 Expected 
Savings 

0 ($1,015,476) ($1,060,157) ($2,075,633) 

3 Cal Advocates 
Recommendation 

($656,743) ($691,384) ($727,506) ($2,075,633) 

 16 

Finally, the Commission should also revisit whether this project was successful in 17 

the next GRC.  As discussed above, SGVWC stated that the historical sludge removal 18 

expense would be eliminated.  The elimination of the sludge removal expense is integral 19 

                                            
118 Attachment 7-4: SGVWC Response to DR AA9-006, Q.1.c. 
119 Attachment 7-4: SGVWC Response to DR AA9-006, Q.1.d. 
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to the justification of this $14.5 million project.  If the Commission finds in the next GRC 1 

that the completed project failed to achieve the $1 million per year savings that SGVWC 2 

represents, the Commission should make a partial disallowance to this project’s cost in 3 

rate base. 4 

E. Reservoir Projects 5 
The Commission should remove the $8.8 million replacement reservoir at Plant F2 6 

and $8 million and $5.8 million for the new reservoirs at Plants F10 and F59 from the 7 

capital budget.  In the following subsections, Cal Advocates first discusses how 8 

SGVWC’s criteria for storage is unjustified, then Cal Advocates discusses the individual 9 

projects. 10 

1. SGVWC’s Storage Analysis overstates the need for 11 
storage from reservoirs. 12 

SGVWC’s storage analysis is based on three components: operational, emergency, 13 

and fire storage.  SGVWC intends the operational component to regulate the difference 14 

between the rate of supply and the daily rate of demand.  The emergency component 15 

would provide a backup supply during a major source interruption.120  Finally, the fire 16 

component would provide up to the largest fire flow required by local ordinances for each 17 

pressure zone. 18 

California regulations do not set specific minimum storage requirements for water 19 

systems.  Instead, the California Waterworks Standards and local fire codes inform 20 

system supply requirements.  The Waterworks Standards require a public water system 21 

and its pressure zones to always have the source capacity to meet its maximum day 22 

demand (“MDD”).121  Additionally, the Waterworks Standards require that a system with 23 

1,000 or more service connections and its pressure zones be able to meet four hours of 24 

                                            
120 SGVWC Exhibit SG-8, Attachment H, pp. 7-3. 
121 California Code of Regulations, Title 22, § 64554 (a) and (a)(3).  
https://govt.westlaw.com/calregs/Document/I424D286FF5BB40D7978AF090BC99CCB0?contextData=
%28sc.Default%29&transitionType=Default. 



7-15 

peak hour demand (“PHD”) with a combination of source capacity, storage capacity, and 1 

emergency source connections.122 2 

SGVWC’s criteria overstate the operational component of storage.  SGVWC sets 3 

an operational storage target equal to four hours of PHD.123  SGVWC’s Master Plan 4 

states that it bases this amount on the Waterworks Standards.124  However, the 5 

Waterworks Standards require that water systems meet four hours of PHD with a 6 

combination of source capacity, storage, and emergency connections.125  There is no 7 

requirement that source capacity and storage must separately meet this amount. 8 

Importantly, the California state agency that oversees SGVWC’s compliance with 9 

the Waterworks Standards has stated that SGVWC’s storage is adequate.  The State 10 

Water Resources Control Board Division of Drinking Water (“DDW”) enforces 11 

compliance with the state’s Waterworks Standards.  For example, before SGVWC 12 

acquired the Rurban Homes Mutual Water Company (“Rurban”), DDW issued Rurban a 13 

citation for failure to meet with the Waterworks Standards.  In the Sanitary Survey 14 

Report that SGVWC includes with its application, DDW specifically states that the 15 

Fontana Division has “adequate storage capacity” when determining compliance with the 16 

Waterworks Standards.126  17 

                                            

122 California Code of Regulations, Title 22, § 64554 (a)(1) and (a)(3). 
123 SGVWC Exhibit SG-8, Attachment H, p. 7-3, row “Operational Storage,” column “Performance 
Criteria for Existing System Evaluation.” 
124 SGVWC Exhibit SG-8, Attachment H, p. 7-3, fn. (4). 
125 California Code of Regulations, Title 22, § 64554 (a)(1). 
126 SGVWC Exhibit SG-6, Appendix A, MDR Attachment 9, Sanitary Survey Report, p. 26 of 55. 
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Figure 7-1: DDW Determination of the Fontana Division’s Storage Adequacy 1 

 2 
SGVWC’s use of four hours of PHD for its operational storage target is also 3 

inconsistent with its master plan’s explanation of operational storage.  SGVWC’s Master 4 

Plan states that “since water supply is designed to meet MDD, water volumes between 5 

PHD and MDD must be served from storage.”127  By this logic, the operational 6 

component should be equal to four hours of the difference between PHD and MDD, or 7 

(PHD – MDD), not the much greater four hours of PHD that SGVWC uses.  Indeed, 8 

Golden State Water Company, a class-A water utility that is also regulated by the 9 

Commission, uses an operational storage target of four hours of (PHD – MDD).128 10 

SGVWC’s configuration of wells pumping into reservoirs instead of directly to 11 

distribution pipelines does not justify the four hours of PHD operational storage criterion.  12 

To be clear, there is no need for wells to “bypass” reservoirs to provide water supply.  In 13 

SGVWC’s configuration, water sources, such as wells and the Summit Water Treatment 14 

Plant, supply water to reservoirs.  As the distribution system draws water from reservoirs, 15 

the water in the reservoirs can be simultaneously refilled by water sources pumping into 16 

the reservoirs.  A system’s water sources are required to always be able to meet MDD.129  17 

Therefore, during times when the distribution system requires meeting four hours of 18 

PHD, reservoirs can provide the balance between PHD exiting the reservoir and MDD 19 

entering the reservoir for four hours, or a volume equal to four hours of (PHD – MDD).  20 

                                            
127 SGVWC Exhibit SG-8, Attachment H, Appendix E, p. 5. 
128 Attachment 7-5: Golden State Water Company’s South San Gabriel System Master Plan, p. 5-10. 
129 California Code of Regulations, Title 22, § 64554 (a). 
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SGVWC monitors the water levels in reservoirs and can begin refilling reservoirs within 1 

minutes.130 2 

SGVWC’s target for emergency storage is the largest of the three storage 3 

components.  SGVWC’s Master Plan states that it bases its emergency storage target on 4 

the criterion of having enough storage to supply the entire water system for five days at 5 

82% of the maximum month demand if a power outage.131  SGVWC’s emergency 6 

storage target is based on the Public Safety Power Shutoff (PSPS) events in October 7 

2019.132  SGVWC’s Master Plan reasons that backup power generators located at its 8 

Summit WTP and various active well sites can supply 72% of the maximum month 9 

demand, resulting in a shortage of about 10% of the maximum month demand for five 10 

days.  SGVWC’s Master Plan calculates an emergency storage target of 50% MDD to 11 

make up for the alleged shortage after accounting for the source capacity that can be 12 

powered by backup generators.133  The above analysis, however, neglects to consider 13 

SGVWC’s concurrent projects to return or replace wells from service.   14 

First, the Commission should consider that SGVWC’s hypothetical scenario of 15 

being without power across its entire 52-square-mile Fontana Division water system for 16 

five full days is extreme.  Although PSPS events may have occurred for a length of up to 17 

five days in 2019, Southern California Edison Corp., which serves the Fontana Division, 18 

“expects to reduce the scope, duration, and impact of PSPS.”134  Having ratepayers pay 19 

millions over the 50-year or longer lifetimes of multiple reservoirs based on events that 20 

                                            
130 Attachment 7-6: SGVWC Response to DR AA9-004, Q. 7. 
131 SGVWC Exhibit SG-8, Attachment H, Appendix E, p. 6. 
132 SGVWC Exhibit SG-8, Attachment H, Appendix E, p. 6. 
133 SGVWC Exhibit SG-8, Attachment H, Appendix E, p. 6. 
134 “SCE’s 2020 Planning for Public Safety Power Shutoffs,” p. 5.  California Public Utilities 
Commission Briefing on August 11, 2020.  https://www.cpuc.ca.gov/-/media/cpuc-
website/divisions/safety-and-enforcement-division/documents/psps-docs-unsorted/psps-public-
briefingscepresentation-081120.pdf 
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occurred in 2019 is unreasonable.  Instead, SGVWC may alternatively install backup 1 

generators and join or establish mutual aid networks between public water systems.  2 

These two options are specifically identified by DDW to increase resilience during PSPS 3 

events.135 4 

Second, SGVWC’s Master Plan does not consider SGVWC’s concurrent projects 5 

to return or replace wells from service.  SGVWC’s Master Plan calculates that currently 6 

active wells with backup generators can supply 14 Million Gallons per Day (“MGD”).   7 

However, SGVWC’s Master Plan does not consider that SGVWC is planning to return 8 

Well F2A to service and planning to replace Well F10C with a new, higher capacity well 9 

during this GRC cycle.  The following table shows that when SGVWC returns Well F2A 10 

to service and replaces Well F10C, both of which are on sites with current backup 11 

generators, the Fontana Division will have enough source capacity to supply water up to 12 

SGVWC’s criterion of 82% of the MDD during a power outage.   13 

                                            
135 Attachment 7-7: “Public Safety Power Shutoff and Wildfire Information for Public Water Systems.” 
DDW. https://www.waterboards.ca.gov/drinking_water/certlic/drinkingwater/pspswildfire.html 
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Table 7-6: Water Sources with Backup Generators 1 

 

(A)  
Existing Supply 
Source 

(B)  
Total 
Capacity136 
(MGD) 

(C)  
Plan to return 
to service or 
replace? 

(D)  
Planned 
Capacity 
(gpm) 

(E)  
Total 
Capacity 
(MGD) 

1 Summit WTP     29.0 
2 Well F2A Out of Service Yes 2,321 3.3 
3 Well F7A 2,369  2,369 3.4 
4 Well F7B 2,501  2,501 3.6 
5 Well F10B 1,107  1,107 1.6 
6 Well F10C 725 Yes 1,750 2.5 
7 Well F13A 1,487  1,487 2.1 
8 Well F13B 1,829  1,829 2.6 
9 Well F15A 1,377  1,377 2.0 
10 Total    50.1 
11 Meets 82% MDD 

of 48.8 MGD?    Yes 
 2 

Based on the discussion in this subsection, Cal Advocates analyzes the specific 3 

storage requirements at Plants F2, F10, and F59 with an operational storage target of four 4 

hours multiplied by (PHD - MDD) consistent with California’s Waterworks standards 5 

and emergency supply being instead produced at wells with backup generators instead of 6 

stored in reservoirs. 7 

2. The Commission should remove cost estimates for 8 
the proposed new reservoirs at Plant F2, F10, and 9 
F59.  10 

The Commission should remove all cost estimates for the reservoir project at Plant 11 

F2 from the adopted capital budget.  At Plant F2, SGVWC plans to replace the existing 12 

1.0 Million Gallon (“MG”) reservoir with a 2.0 MG reservoir to meet an alleged storage 13 

deficiency and remedy the allegedly poor condition of the existing reservoir presented in 14 

its Master Plan at a cost of $8.8 million.  The storage analysis in the below, which adjusts 15 

                                            
136 SGVWC Exhibit SG-8, Attachment H, p. 8-4. 
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the operational storage component and accounts for SGVWC’s emergency power 1 

generators, shows that there is no storage deficiency in the F2 service area.  Therefore, 2 

there is no basis to increase the size of Reservoir F2. 3 

Table 7-7: Cal Advocates Water Storage Analysis for Plant F2 in the Baseline Zone 4 

 (A) (B) 
Operational 

Storage 

(C) 
Fire 

Storage 

(D) 
Available 
Storage 

(E) 
Surplus for 
emergencies 

1 Formula 4 x (PHD-MDD) 4 x FF  = D – (B + C) 

2 Size (MG) 0.49 0.96 1.91 0.46 

 5 

SGVWC’s showing is also inconclusive as to whether there is a need for major 6 

rehabilitation at Reservoir F2 to remedy poor conditions.  The primary cost of the 7 

Reservoir F2 rehabilitation would be replacing the roof structure.  However, the 8 

supporting Harper study identified the new roof structure only as an “optional 9 

modification.”137  Apart from the exterior roof material, Harper noted that the Reservoir 10 

F2’s interior roof surfaces, columns, interior walls, and floor were in good condition.138  11 

Furthermore, SGVWC did not perform any structural analysis showing that replacing 12 

only the roof, as opposed to demolishing and rebuilding the entire reservoir, was 13 

infeasible.  SGVWC should establish that the optional roof replacement on a reservoir 14 

otherwise in “good condition” as identified by its consultant is infeasible or not cost-15 

effective before proposing full reservoir replacement.  Therefore, SGVWC’s plan to 16 

replace Reservoir F2 is premature and would result in ratepayers paying for SGVWC’s 17 

shareholder return on a $8.8-million replacement reservoir before its rehabilitation has 18 

been ruled out as an option. 19 

                                            
137 SGVWC Exhibit SG-8, Attachment F, Section “Plant F2,” Enclosure 5, April 2021 Report by Harper 
& Associates Engineering, Inc., p. 9. 
138 SGVWC Exhibit SG-8, Attachment F, Section “Plant F2,” Enclosure 5, April 2021 Report by Harper 
& Associates Engineering, Inc., p. 4. 
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The Commission should also remove the new reservoirs at Plants F10 and F59 1 

from the capital budget.  At Plant F10, SGVWC is currently in-progress to complete a 2 

replacement reservoir as included in the prior GRC settlement adopted by the 3 

Commission.  However, SGVWC is now proposing to build a second reservoir at the 4 

same site immediately afterward.  As stated above, Cal Advocates storage analysis in the 5 

table below corrects SGVWC’s operational storage calculations and accounts for 6 

SGVWC’s emergency power generators.  As a result, there are currently no storage 7 

deficiencies that would justify investments in multi-million-dollar reservoirs. 8 

Table 7-8: Water Storage Analysis for Plant F10 in the Highland Zone 9 

(A) (B) 
Operational 

Storage 

(C) 
Fire 

Storage 

(D) 
Available 
Storage 

(E) 
Surplus for 
emergencies 

Formula 4 x (PHD-MDD) 4 x FF  = D – (B + C) 

(MG) 0.88 0.96 6.02 4.18 

 10 

Table 7-9: Water Storage Analysis for Plant F59 in the F19 Zone 11 

(A) (B) 
Operational 

Storage 

(C) 
Fire 

Storage 

(D) 
Available 
Storage 

(E) 
Surplus for 
emergencies 

Formula 4 x (PHD-MDD) 4 x FF  = D – (B + C) 

(MG) 0.68 0.96 3.53 1.89 

 12 

In the case of Plant F59, SGVWC plans to add another new reservoir.  SGVWC 13 

claims that the new reservoir would allow SGVWC to place Reservoir F19 out-of-service 14 

for maintenance.  However, when Reservoir F19 is out-of-service, the areas served by 15 

Reservoir 19 can continue to be served by other existing reservoirs.  As shown by the 16 

Fontana division’s hydraulic profile, Reservoir F19 directly serves pressure zone F46.  17 
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Nevertheless, the hydraulic profile also shows that water from the 3.43-MG Reservoir 1 

F15 can be pumped to pressure zone F46.139 2 

F. Previously Authorized Repeated Projects 3 
The Commission should adopt $4.35 million for Plant F10, $500,000 for Plant 4 

F20, and $2.8 million for Plant F44 all in 2022 and remove the remaining previously 5 

authorized and funded yet incomplete project components from the capital budget.  It is 6 

not reasonable to keep including these projects in rate base and in rates when ratepayers 7 

derive no benefit. Once these projects are completed and used and useful, the 8 

Commission, after prudency and reasonableness review in a subsequent GRC, can 9 

include the reasonable costs for these projects in the rate base.  SGVWC’s requested $7.5 10 

million, $800,000, and $5.75 million to complete the repeated components of Plants F10, 11 

F20, and F44 respectively, should be denied. 12 

Ratepayers should not be asked to fund projects twice before receiving benefits 13 

even once.  The Commission authorized increased rates in the 2019 GRC based on 14 

SGVWC’s testimony and assumption that certain capital projects would be complete and 15 

providing service.  Because rates are based on forecasts, ratepayers are at risk of paying 16 

for projects that utilities subsequently fail to complete.  Even if the utility completes the 17 

project in the following GRC cycle, ratepayers still experience a gap between paying for 18 

costs and receiving benefits.  Instead of raising rates again in anticipation of the same 19 

projects in this GRC, SGVWC should complete these projects and, in the next GRC, 20 

request all reasonable costs be included in its rate base when these previously funded 21 

projects can be demonstrated to be providing service to ratepayers.   22 

All previously authorized and ratepayer-funded projects anticipated in past GRCs 23 

to be complete prior to end of 2022 that SGVWC now asks ratepayers to continue to fund 24 

by speculating the projects will be complete sometime after 2022 should be removed 25 

                                            
139 SGVWC Exhibit SG-8, Attachment H, p. 6-6, Figure 6.2, see left edge between axis lines “1,900” and 
“1,600.” 
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from Commission-authorized budgets.  Specifically, the Commission should adopt no 1 

more than the amounts in row 3 of the following table which includes the project 2 

components that are scheduled to be in service by 2022:  3 

Table 7-5: Repeated Project Cost Estimates 4 

 (A) (B) 
Plant F10 

(C) 
Plant F20 

(D) 
Plant F44 

1 New Schedule 2022-2025 2022-2023 2022-2023 

2 SGVWC $7,500,000 $800,000 $5,725,000 

3 Cal Advocates140 $4,350,000 $500,000 $2,805,000 

4 SGVWC >  
Cal Advocates 

$3,150,000 $300,000 $2,920,000 

 5 

All reasonable, capital costs associated with previously funded projects can be 6 

requested by SGVWC in a subsequent GRC when the project is shown to have been 7 

actually completed and providing service. 8 

G. Plant F58 Mains Project 9 
The Commission should adopt a capital budget that includes a $5.4 million 10 

estimate for the in-progress Plant F58 to Plant F19 pipeline only if SGVWC reduces the 11 

purchased power expense of approximately $330,000 per year in its forecast for the Test 12 

Year.141  SGVWC’s plans to complete the pipeline in 2022. 13 

SGVWC is currently in-progress to complete a major pipeline project from Plant 14 

F58 to Plant F19.  This project was included in the prior GRC settlement adopted by the 15 

Commission.  As part of SGVWC’s justification for this project in the prior GRC, 16 

SGVWC estimated a reduced purchased power expense resulting from the pipeline 17 

                                            
140 In addition to removing the repeated components of these projects after year 2022, Cal Advocates 
removes the contingency and adjusts the escalation for the cost estimates in 2022. 
141 Cal Advocates calculates a cost estimate of $5,435,000 for the Plant 58 pipeline after removing 
contingency and adjusting escalation.  
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allowing water to flow through a shorter route from water sources on the east side of the 1 

system to customers on the west side.  Specifically, SGVWC stated that: “the benefit to 2 

constructing a new pipeline from Plant F58 to Plant F19 and booster station at Plant 3 

F58 will result in a total annual energy cost savings estimated at $333,504.”142 4 

In response to discovery, SGVWC stated that it did not include the savings from 5 

the pipeline or the additional expense from operating the Plant F58 booster station but 6 

that SGVWC’s purchased power balancing account would account for these changes.143  7 

The Commission should reduce SGVWC’s purchased power expense forecast by 8 

$333,504 rather than wait for the balancing account to correct for changes because it is 9 

already known that the new pipeline will result in more efficient water pumping. 10 

No adjustment is necessary for the Plant F58 booster station because SGVWC 11 

calculated its systemwide purchased power forecast to account for a net decrease of water 12 

sales.  Therefore, even though the Plant F58 booster station’s power is a new cost, it will 13 

be offset by the reduced pumping of all the wells and booster stations throughout the 14 

Fontana Division.    15 

H. Meters 16 
Reduce the cost estimate for meters to $855,000 in 2022, $1,380,000 in 2023, 17 

$905,000 in 2024, and $930,000 in 2025, to conform to the 15-year installation schedule 18 

previously proposed by SGVWC and adopted by the Commission.  SGVWC’s proposed 19 

cost estimates of $1,400,000 in 2022, $1,925,000 in 2023, $1,453,000 in 2024, and 20 

$1,482,000 in 2025, should be denied. 21 

SGVWC proposes to accelerate its installation schedule for its automated meter 22 

reading (AMR) meters to a 6 to 8-year schedule.144  SGVWC previously planned to 23 

                                            
142 Attachment 7-8: SGVWC Application 19-01-001, Exhibit SG-7, Attachment F, Section Plant F58, 
page 9. 
143 Attachment 7-9: June 24, 2022, E-mail Message from Joel M. Reiker of SGVWC to Anthony 
Andrade of Cal Advocates. 
144 SGVWC Exhibit SG-9, p. 26. 
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install its AMR meters over a 15-year schedule.  Over the first four years of this schedule, 1 

SGVWC has installed a total of 11,000 AMR meters in the Fontana Division.145 2 

Installing AMR meters over a 15-year period is reasonable and should be 3 

continued.  Meters have a 15-year service life.146  Therefore, it is reasonable to replace 4 

meters one-for-one as existing meters reach the end of their service lives.  Replacing 5 

meters more aggressively means that existing meters are retired early.  Although 6 

SGVWC may repurpose a few mechanical meters, mathematically, the high replacement 7 

rate will result in thousands of meters being disposed before their expected useful life.  8 

As stated by SGVWC, utilities are encouraged to carefully invest in technologies 9 

that benefit customers, lower costs, and advance conservation.147  Spreading out the 10 

installation of meters according to a previously adopted replacement schedule also allows 11 

SGVWC more time to react to unexpected AMR challenges.  AMR technology is 12 

substantially different than mechanical meters because AMR meters rely on batteries.  13 

The Commission should be aware that AMR has different operational 14 

characteristics than mechanical meters.  For instance, in its 2018 and 2021 GRCs, Liberty 15 

Utilities (Park Water Company) and its affiliate, Liberty Utilities (Apple Valley Ranchos 16 

Water Company), faced unexpected premature failure of internal batteries in AMR 17 

meters.  Although Liberty Utilities expected 20-year service lives, it found that its AMR 18 

meters were failing as they reached ten to twelve years.  SGVWC’s proposed AMR meter 19 

model likewise relies on a battery to function accurately.148  SGVWC began its AMR 20 

installation four years ago and is therefore in the process of replacing mechanical meters, 21 

with a known 15-year lifecycle, with AMR meters.  Since SGVWC’s AMR meters are 22 

only a maximum of four years old, premature failure will likely not occur in this GRC 23 

                                            
145 SGVWC Exhibit SG-7, p. 28. 
146 SGVWC Exhibit SG-9, p. 26. 
147 SGVWC Exhibit SG-7, p. 28. 
148 SGVWC Exhibit SG-8, Attachment G, Section “Account 346 – Meters,” Enclosure 1, “A Product 
Sheet of Neptune Technology Group E-CODER® R900i™,” p. 2. 
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cycle.  However, if premature failure does occur in future GRC cycles, it will be more 1 

manageable if the AMR meters have a more distributed age.  For these reasons, the 2 

Commission should base SGVWC’s meters budget on the last adopted forecast of 3 

$852,000 in 2022,149 and apply the escalation factor of 2.8% to each year.  Accordingly, 4 

the Commission should adopt a meter-replacement budget equal to the amounts in row 2 5 

of the table below: 6 

Table 7-6: Meters Budget 7 

 (A) 

Year 

(B) 

2022 

(C) 

2023 

(D) 

2024 

(E) 

2025 

(F) 

Total 

1 SGVWC $1,485,000 $2,015,000150 $1,545,000 $1,576,000 $6,121,000 

2 Cal Advocates $855,000 $1,380,000 $905,000 $930,000 $4,070,000 

3 SGVWC >  

Cal Advocates 

$630,000 $635,000 $640,000 $646,000 $2,051,000 

4 Cal Advocates 
as % of 
SGVWC 

58% 68% 59% 59% 66% 

 8 

I. Vehicle Budget 9 
The Commission should reduce SGVWC’s vehicle budget to $369,000 for the 10 

year 2025 because one vehicle SGVWC proposes for replacement is not estimated to 11 

meet its replacement criteria until after mid-2026.  SGVWC proposed cost estimate of 12 

$446,000 for the Fontana division’s vehicle budget in 2025 should be denied.   13 

According to Department of General Services (“DGS”) replacement criteria 14 

specified below in Table 7-8, two of SGVWC’s proposed vehicles are not recommended 15 

for replacement during the years covered in this GRC cycle. 16 

                                            
149 D.20-08-006, p. 43. 
150 Includes an additional $500,000 for a meter test bench. 
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Table 7-8: DGS Vehicle Replacement Schedule Criteria (2008)151 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, one of which is assigned to the Fontana 8 

division.  Although DGS does not prohibit agencies from replacing vehicles following an 9 

inspection, SGVWC specifically states that it is replacing these vehicles because they 10 

have reached the mileage criteria.152 Table 7-9 below shows one vehicle assigned to the 11 

                                            
151 The April 22, 2008, State of California Fleet Handbook -A guide to Fleet Policy from DGS, page 4. 
152 SGVWC Exhibit SG-8, Attachment G, Section “Account 373 – Transportation Equipment,” p. 11 of 
13, see “F-250 – Unit No. 681.” 
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Fontana division that SGVWC proposes to replace but that would not meet DGS 1 

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 Fontana 373F 681 2011 Ford F250 150,000 126,450 
 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 

J. Administrative Expense Transferred 9 
The Commission should adopt SGVWC’s proposed Administrative Expense 10 

Transferred of $6,663,075 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 cost.  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 

capitalized labor cost.  Subsequently, on completion these capital projects would become 24 

part of the rate base on the Commission’s approval.  Therefore, it is reasonable that for 25 
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the ratemaking purposes, the capital labor costs should not be reduced when the amount 1 

of capital projects is reduced. 2 

IV. CONCLUSION 3 

The Commission should authorize funding in rates for a capital budget that 4 

removes SGVWC’s contingency, the proposed Wells F30B and F31C, new reservoir 5 

projects at F2, F10, and F59, and repeated project components at Plants F10, F20, F44, 6 

and that adjusts SGVWC’s escalation, Solids Handling System project, Plant F58 7 

pipeline project, and meters and vehicles budgets, and Administrative Expense 8 

Transferred.  9 
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Attachment 7-1: Cal Advocates Capital Budget by Plant 
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Attachment 7-2: Cal Water Response to DR SIB-037 
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SGVWC’s Response to DR AA9-006, Attachment Q.1.c, tab “JAN. Application” 
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CHAPTER 8 DEPRECIATION 1 

I. INTRODUCTION  2 

This chapter discusses Cal Advocates’ recommended depreciation reserve and 3 

expense for the Fontana division’s utility plant-in-service during the years 2022 to 2025.  4 

Cal Advocates uses the recommended depreciation reserve in this chapter as part of the 5 

total calculation of rate base in the chapter on rate base. 6 

II. SUMMARY OF RECOMMENDATIONS 7 

adopt Cal Advocates’ adjusted depreciation reserve and expense shown in rows 2 8 

of the tables below: 9 

Table 8-1: Depreciation Reserve 10 

 (A) 
Description 

(B) 
2022 

(C) 
2023 

(D) 
2024 

(E) 
2025 

1 SGVWC153 $151,360,276 $163,440,140 $176,634,264 $190,933,556 

2 Cal Advocates $151,287,951 $163,150,071 $175,974,584 $189,591,318 

3 SGVWC >  
Cal Advocates 

$72,325 $290,069 $659,680 $1,342,238 

4 Cal Advocates as  
% of SGVWC 

99.95% 99.8% 99.6% 99.3% 

 11 

  12 

                                            
153 SGVWC Workpapers, file “GRCWorkpapers – 2022,” tab “P2,” row 444. 
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Table 8-2: Depreciation Expense 1 

 (A) 
Description 

(B) 
2022 

(C) 
2023 

(D) 
2024 

(E) 
2025 

1 SGVWC154 $8,766,027 $9,791,415 $10,779,887 $11,870,497 

2 Cal Advocates $8,629,402 $9,520,150 $10,358,328 $10,993,818 

3 SGVWC >  
Cal Advocates 

$136,625 $271,265 $421,559 $876,679 

4 Cal Advocates as 
% of SGVWC 

98.4% 97.2% 96.1% 92.6% 

 2 

Cal Advocates and SGVWC’s differences in depreciation reserve and depreciation 3 

expense result from the adjustments to the capital budget explained in the chapters on 4 

utility plant-in-service (Chapter 7) and general office rate base in Cal Advocates Report 5 

on the Results of Operation for the General Office (Chapter 2). 6 

III. CONCLUSION 7 

Based on the recommended adjustments to the utility plant-in-service forecast, the 8 

Commission should adjust SGVWC’s depreciation reserve and expense. 9 

. 10 

                                            
154 SGVWC Workpapers, file “GRCWorkpapers – 2022,” tab “P2,” row 417. 
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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 Fontana 4 

division.   5 

II. SUMMARY OF RECOMMENDATIONS  6 

Cal Advocates recommends an overall reduction of $200,511.20 to the rate base 7 

for SGVWC’s Fontana division.  8 

A. Used and Useful Rate Base  9 
Cal Advocates recommends a reduction of $143,726.60 to the rate base for 10 

SCVWC’s Fontana division for projects and assets currently included in rate base, but not 11 

providing service to ratepayers.  12 

B. Early Retirements Rate Base  13 
Cal Advocates recommends a reduction of $56,784.60 to the rate base for 14 

SGVWC’s Fontana 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 $143,726 for assets that are currently 21 

included in the rate base but are not providing any service in the Fontana 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 
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return. This is unjust and unreasonable.  Ratepayers should not be responsible to pay for 1 

projects that have been completed but from which they derive no benefit or to pay for 2 

projects that were planned but the utility placed on hold or cancelled.  Therefore, a rate 3 

base adjustment is necessary to ensure that ratepayers pay only for assets from which 4 

they derive direct benefit.  If projects are currently not in use or were designed but not 5 

built, with no expected restoration date, Cal Advocates recommends that the current NBV 6 

be deducted from plant in service.  Cal Advocates requested and received from SGVWC 7 

a list of projects and assets that were recorded to plant accounts from 2011 to 2015 and 8 

remained in the plant in service accounts as of the filing of the application.155  Cal 9 

Advocates analyzed projects included in this list with a current net book value of $70,000 10 

or above and where the utility identified no plan to restore service or no expected 11 

restoration date.156  These assets accounted for two of those on the list provided by 12 

SGVWC and can be found in table 9.1 below.  However, in the Minimum Data 13 

Requirements (“MDR”), SGVWC stated that there were no items in the Fontana division 14 

from the last five years and the proposed test year that were in plant-in-service and were 15 

not used and useful.157  16 

 Since these projects are not expected to provide ratepayer benefits in this GRC 17 

cycle, an adjustment is warranted to decrease the rate base.   18 

                                            
155 Attachment 9-1 (ATTACHMENTS A & B – Book Values in response to DR CHA-002 Historic Rate  

Base). 
156 Attachment 9-2 (CHA-009 ATTACHMENT A – Status in response to DR CHA-009 Historic Rate 
Base and CHA-013 ATTACHMENT A in response to DR CHA-013 Historic Rate Base). 
157 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 – Fontana Division 1 

 2 

B. Projects/Assets – Early Retirement 3 
SGVWC has effectively included $56,785 in its rate base for assets that were 4 

retired early.  This is consistent with standard ratemaking for normal retirements.  5 

However, these particular retirements were not normal as more than half of the estimated 6 

useful life existed at the time of retirement for these assets.  7 

Assets are depreciated in ratemaking depending on their estimated useful life.  For 8 

a typical retirement, a project is fully depreciated when retired at the end of its useful life.  9 

The Commission’s Standard Practice U-4-W ("SP U-4-W"), “Determining of Straight-Line 10 

Remaining Life Depreciation Accruals,” states “a basic depreciation object is that of 11 

recovering the original cost of fixed capital (less estimated net salvage) over the useful life 12 

of the property.”160 When the straight-line depreciation method is used, a retired asset 13 

                                            
158 Attachment 9-3 (CHA-025 ATTACHMENT 1 in response to DR CHA-025 Historic Rate Base and 
CHA-025 ATTACHMENT 2 in response to DR CHA-025 Historic Rate Base). 
159 Attachment 9-4 (ATTACHMENTS A & B - Book Values in response to DR CHA-002 Historic Rate  

Base).  
160 Standard Practice U-4-W Determination of Straight-Line Remaining Life Depreciation Accruals. 

Asset 
Group Description Status 

Date Added 
to Plant 
Account158 

Plan to 
Restore 
Service 

Expected 
Restoration 
Date 

Current 
NBV159 

Treatment 
Plant 

Design 
Water 
Treatment 
Facilities - 
West End 
Treatment 
Plant 

Complete 
/On Hold 

December 31, 
2011 
 

N/A N/A $72,433.30  

Treatment 
Plant 

Design Ion 
Exchange 
Treatment 
System 

N/A 

December 31, 
2011 
 N/A N/A $71,293.30  

Total          $143,726.60   
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should ideally be fully depreciated at the end of its useful life.  On the other hand, early 1 

retirements are when projects are retired from service earlier than expected and have a net 2 

book value ("NBV") at the time of retirement.  This indicates that they did not meet the 3 

estimated service life because they were not fully depreciated at the time of retirement.   4 

Through discovery and analysis, Cal Advocated identified numerous examples of 5 

assets retired extraordinarily early by SGVWC.  Furthermore, some of these prematurely 6 

retired assets were also replaced with more expensive replacements, meaning ratepayers 7 

paid more than once for the same asset, once for the unused yet remaining life of the retired 8 

asset, and a second time on the replacement.  Ratepayers should not be responsible for 9 

assets that failed significantly earlier than their reasonably estimated useful life and should 10 

not be charged multiple times for a project that will only provide them benefit once. 11 

The standard ratemaking for utility retirements does not recognize a loss when an 12 

item is retired early but rather passes the cost on to ratepayers.  It is assumed that the cost 13 

of assets that retire slightly before their estimated useful life offsets assets that last longer 14 

than their useful lives.  However, both the Commission’s Standard Practice and industry 15 

guidance provided by independent accounting firms recognize that adjustments to the 16 

standard process are necessary for extraordinary retirements.    17 

For example, the Fontana division placed a meter into service in 2018 at original 18 

cost of $720.  The meter had an expected service life of 50 years and an anticipated 19 

retirement in 2068.  However, SGVWC retired this meter in 2021 with a NBV at retirement 20 

of $680.  The asset lasted three years (or just 6%) of its reasonably expected 50-year life. 21 

To retire this asset, SGVWC followed standard practice by removing the original cost of 22 

$720 from its plant account and removing $720 from the accumulated depreciation reserve.  23 

Because the asset had only been depreciated for three years, the depreciation reserve had 24 

accumulated only $43.20 (or three years multiplied by the original cost $120 divided by 25 

the estimated life of fifty years).  By removing $720 from the depreciation reserve the net 26 

balance in the reserve for this asset is a negative $676.80 (or $43.20 minus $720).  Because 27 

plant accounts are added to rate base and the accumulated depreciation reserve is 28 

subtracted, the net effect on rate base in a permanent addition of $676.80 (or the original 29 
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cost in the plant account of $720 minus the plant removal of $720 minus the negative 1 

$676.80).   2 

By contrast, an asset that was fully depreciated (i.e., survived at least through its 3 

estimated useful life) would have no impact upon rate base as the $720 subtracted from the 4 

depreciation reserve would have offset the $720 of depreciation that had been accumulated. 5 

Although the standard practice for retirements assumes assets are fully depreciated at the 6 

time of retirement (or may be found reasonable if an asset retiring slightly early is offset 7 

with assets that last longer than expected), an asset that fails with 94% of its estimated 8 

remaining useful life is clearly extraordinary and requires an adjustment.  To fairly account 9 

for this extraordinary retirement, $676.80 would have to be added to the depreciation 10 

reserve to counteract the under accumulation in the depreciation reserve resulting from the 11 

early retirement. 12 

Rate base should be evaluated on an ongoing basis and adjusted to exclude projects 13 

and assets that do not provide service or benefit ratepayers.  General Rate Cases often focus 14 

on evaluating projects that the utility proposes to add to rate base.  However, attention 15 

should also be given to ensuring that existing rate base items continue to provide customer 16 

benefit.  Standard Practice U-4-W notes that “Instances of extraordinary obsolescence such 17 

as the unexpected early retirement . . . may require some form of an adjustment.”161  18 

Here, the rate base should be adjusted to account for significantly premature 19 

equipment and infrastructure retirements.  Assets that retire significantly faster than the 20 

anticipated depreciation rate can be classified as extraordinary retirements.  Additionally, 21 

according to Price Waterhouse Cooper, “a gain or loss should be considered in cases where 22 

abnormal or extraordinary retirements have occurred.”162  In this GRC, Cal Advocates has 23 

                                            
161 Standard Practice for Determination of Straight-Line Remaining Life Depreciation Accruals. 
162 Price Waterhouse Coopers Questions and Answers Interpretations for the Utility Industry Accounting 
for Property, Plant and Equipment, Asset Retirement Obligations and Depreciation. 
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identified extraordinary retirements as those assets retired with 50% or more of their 1 

expected useful life remaining. 2 

After receiving a list of all projects and assets that were retired from service between 3 

January 1, 2019, and December 31, 2021, Cal Advocates analyzed the assets that were 4 

retired within a year after being added to the plant account and those that had more than 5 

50% of the original cost left in the NBV at retirement.163 These assets can be found in 6 

table 9.2 below.  A detailed breakdown of the assets can be found in attachment 1-6, which 7 

also includes the expected and actual retirement date of the asset, the date added to service, 8 

the NBV at retirement, and the remaining life at retirement as a percentage of the expected 9 

life. Of the 51  assets sampled, 32 were replaced with other assets.164  When looking at 10 

projects for the service asset group that had a NBV of 50% of more at retirement, the 11 

sampling criteria resulted in there being 121 services in the Fontana division.  Instead of 12 

sampling all 121 services that met the criteria, due to such a large population, Cal 13 

Advocates examined seven services that had the largest NBV at retirement. 14 

Table 9.2– Early Retirements – Fontana Division 15 

Asset Group Description  Retirement 
Date 

Original 
Retirement 
Date 

NBV at 
Retirement 

Office Equipment  MUTLIPLE 
OFFICE 
ASSETS  

Multiple 
Dates 

Multiple 
Dates 

$745.63 

Mains MULTIPLE 
GWBR 
PIPELINES 

Multiple 
Dates 

Multiple 
Dates 

$18,075.68 

                                            
163 Attachment 9-5 (ATTACHMENT C – Retirements – FWC in response to DR CHA-002 Historic Rate  

Base). 
164 Attachment 9-7 (CHA-024 ATTACHMENT 1 in response to DR CHA-024 Historic Rate Base, CHA- 

009 ATTACHMENT B - Retirements – FWC in response to DR CHA-009 Historic Rate Base, CHA-011  

ATTACHMENT A in response to DR CHA-011 Historic Rate Base, CHA-024 ATTACHMENT 4 in  

response to DR CHA-024 Historic Rate Base, CHA-019 ATTACHMENT 1.a in response to DR CHA-
019 Historic Rate Base, CHA-020 ATTACHMENT 1 in response to DR CHA-020 Historic Rate Base). 
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Asset Group Description  Retirement 
Date 

Original 
Retirement 
Date 

NBV at 
Retirement 

Meters MULTIPLE 
WATER 
METERS 

Multiple 
Dates 

Multiple 
Dates 

$5,320.73 

Services MULTIPLE 
WATER 
SERVICE 
LATERALS 

Multiple 
Dates 

Multiple 
Dates 

$15,496.09 

Transportation 
Equipment  

250L/373 
VEH#748 

December 
31, 2020 

December 
31, 2025 

$17,144.40 

TOTAL  
  

$56,784.60  

 
*Only the year of purchase was provided by SGVWC.  A date of 12/31 was used to calculate 1 
Retired Age as % of Expected Life.  2 
 3 
Several of these prematurely retired assets from Table 9.2 above were also replaced 4 

by similar assets, meaning ratepayers paid more than once for the same asset. For example, 5 

the Fontana division placed a meter into service in 2018 at an original cost of $720.  The 6 

meter was retired early in 2021 after three years in service.  SGVWC then replaced this 7 

meter with another new meter.  The net effect is ratepayer is forced to pay rates for both 8 

the meter that was retired early and its replacement.  As a result, a reduction to the rate 9 

base is warranted. 10 

Making an adjustment for an extraordinary retirement also aligns with the 11 

Commission’s role as a substitute for competition because in a competitive environment, 12 

an early retired asset would be recognized as a loss on the undepreciated asset value.  13 

Allowing SGVWC to profit from extraordinary retirements is inconsistent with the 14 

Commission’s role as a replacement for competition. 15 

The Commission should increase SGVWC’ depreciation reserve by $56,784.60 to 16 

account for the early retired projects identified above. 17 
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IV. CONCLUSION  1 

Cal Advocates recommends a rate base reduction of $200,511.20 to exclude and 2 

account for projects that are not used-and-useful or where early retirements occurred.  This 3 

adjustment is reasonable because it reduces wasteful and unnecessary spending which 4 

ultimately lessens ratepayer burden.  5 

Additionally, assets that are no longer in use and useful must be reported by utilities.  6 

Nevertheless, SGVWC claimed in its MDR that no items from the last five years or the 7 

planned test year in its Fontana division were included in the rate base that were not used 8 

and useful.  The Commission should instruct SGWVC to report planned assets that are in 9 

the rate base but were not deployed because the utility chose to postpone or abandon the 10 

project in succeeding GRCs, as well as extraordinary retirements.11 
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Attachment 9-1: ATTACHMENTS A&B – Book Values D – 
Retirements – FWC (in response to DR CHA-002 Historic Rate Base 

Question # 1)  
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Attachment 9-2: Response to DR CHA-009 Attachment A, Response to 
DR CHA-013 Attachment A  
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CHA-009 ATTACHMENT A - Status (in response to DR CHA-009 Historic Rate Base 

Question #1)  

 
 

 

CHA-013 ATTACHMENT A (in response to DR CHA-013 Historic Rate Base Question 

#1) 
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Attachment 9-3: Response to DR CHA-025 Attachments 1 & 2 
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CHA-025 ATTACHMENT 1 (in response to CHA-025 Historic Rate Base Question #1) 

 
 

 

CHA-025 ATTACHMENT 2 (in response to CHA-025 Historic Rate Base Question #2) 
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Attachment 9-4: ATTACHMENTS A & B - Book Values DR CHA-002 
Historic Rate Base (in response to Question #1) 
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Attachment 9-5: ATTACHMENT C - Retirements – FWC DR CHA-
002 Historic Rate Base (in response to Question #2) 
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Attachment 9-6: Early Retirements  
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Asset  
Group 

Project / 
Asset Name / 
Description 

Retirement  
Date 

Original165 
Retirement 
Date 

Date166 
Added to 
Service 

NBV at  
Retirement 

Remaining 
Life at 
Retirement 
as % of 
Expected 
Life 

MAINS 12 3/4" 
GWBR 
PIPELINE 

4/30/2020 12/31/2055 12/30/2005 $3,598.14 71.34% 

MAINS 12-3/4" 
GWBR 
PIPELINE 

11/30/2019 12/31/2057 7/28/2006  $4,158.08  74.06% 

MAINS 25-3/8" 
GWMR 
PIPELINE 

7/31/2019 12/31/2049 6/17/1999  $3,962.31  60.19% 

MAINS 6 5/8" GWBR 
PIPELINE 

11/30/2021 12/31/2053 4/22/2003  $601.86  63.29% 

MAINS 6 5/8" GWBR 
PIPELINE 

11/30/2021 12/31/2053 4/22/2003  $300.93  63.29% 

MAINS 6 5/8" GWBR 
PIPELINE 

11/30/2021 12/31/2050 2/10/2000  $3,329.13  57.15% 

MAINS 6-5/8" GWMR 
PIPELINE 

1/31/2020 12/31/2049 9/1/1999  $1,299.81  59.44% 

                                            
165 Attachment 9-8 (CHA-009 ATTACHMENT B - Retirements – FWC in response to DR CHA-009 
Historic Rate Base, CHA-008 ATTACHMENT C - Retirements – FWC in response to DR CHA-008 
Historic Rate Base, and CHA-006 ATTACHMENT B (REVISED) in response to DR CHA-006 Historic 
Rate Base). 
166 Attachment 9-9 (CHA-018 ATTACHMENT 1.a from DR CHA-018 Historic Rate Base, CHA-014 
ATTACHMENT 2.a in response to DR CHA-014 Historic Rate Base, and CHA-018 ATTACHMENT 1.a 
(FOLLOW UP) from DR CHA-018 Historic Rate Base). 
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Asset  
Group 

Project / 
Asset Name / 
Description 

Retirement  
Date 

Original165 
Retirement 
Date 

Date166 
Added to 
Service 

NBV at  
Retirement 

Remaining 
Life at 
Retirement 
as % of 
Expected 
Life 

MAINS 8-5/8" GWBR 
PIPELINE 

7/31/2019 12/31/2058 4/10/2008  $687.49  77.71% 

MAINS 8-5/8" GWBR 
PIPELINE 

11/30/2019 12/31/2055 7/18/2005  $137.93  71.52% 

METERS WATER 
METER 

2/29/2020 12/31/2068 11/1/2018  $39.08  97.35% 

METERS WATER 
METER 

6/30/2021 12/31/2069 2019*  $39.48  97.00% 

METERS WATER 
METER 

10/31/2021 12/31/2068 12/20/2018  $195.51  94.28% 

METERS WATER 
METER 

10/31/2020 12/31/2068 10/1/2018  $39.00  95.85% 

METERS WATER 
METER 

10/31/2020 12/31/2068 11/1/2018  $39.00  96.02% 

METERS WATER 
METER 

1/31/2021 12/31/2068 5/21/2018  $680.51  94.67% 

METERS WATER 
METER 

1/31/2021 12/31/2068 10/19/2018  $74.14  95.45% 
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Asset  
Group 

Project / 
Asset Name / 
Description 

Retirement  
Date 

Original165 
Retirement 
Date 

Date166 
Added to 
Service 

NBV at  
Retirement 

Remaining 
Life at 
Retirement 
as % of 
Expected 
Life 

METERS WATER 
METER 

2/29/2020 12/31/2067 6/4/2018  $513.24  96.49% 

METERS WATER 
METER 

4/30/2021 12/31/2068 1/24/2019  $680.04  95.47% 

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 10/19/2018  $145.93  94.63% 

METERS WATER 
METER 

6/30/2021 12/31/2068 9/16/2019  $145.93  96.37% 

METERS WATER 
METER 

6/30/2021 12/31/2068 3/12/2018  $73.67  93.50% 

METERS WATER 
METER 

7/31/2021 12/31/2068 5/1/2018  $73.67  93.59% 

METERS WATER 
METER 

10/30/2020 12/31/2068 12/20/2018  $693.36  96.28% 

METERS WATER 
METER 

10/31/2020 12/31/2067 12/1/2017  $38.35  94.18% 
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Asset  
Group 

Project / 
Asset Name / 
Description 

Retirement  
Date 

Original165 
Retirement 
Date 

Date166 
Added to 
Service 

NBV at  
Retirement 

Remaining 
Life at 
Retirement 
as % of 
Expected 
Life 

METERS WATER 
METER 

10/31/2020 12/31/2067 2/1/2018  $38.35  94.50% 

METERS WATER 
METER 

10/31/2020 12/31/2067 10/1/2018  $38.35  95.77% 

METERS WATER 
METER 

10/31/2020 12/31/2067 12/1/2017  $38.35  94.18% 

METERS WATER 
METER 

10/31/2020 12/31/2067 2/1/2018  $38.35  94.50% 

METERS WATER 
METER 

1/31/2021 12/31/2067 7/24/2017  $48.15  93.01% 

METERS WATER 
METER 

2/29/2020 12/31/2067 4/18/2017  $49.37  94.23% 

METERS WATER 
METER 

2/29/2020 12/31/2067 5/23/2016  $49.37  92.55% 

METERS WATER 
METER 

4/30/2021 12/31/2067 10/1/2018  $37.97  94.76% 

METERS WATER 
METER 

4/30/2021 12/31/2067 2017*  $249.09  93.34% 
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Asset  
Group 

Project / 
Asset Name / 
Description 

Retirement  
Date 

Original165 
Retirement 
Date 

Date166 
Added to 
Service 

NBV at  
Retirement 

Remaining 
Life at 
Retirement 
as % of 
Expected 
Life 

METERS WATER 
METER 

6/30/2021 12/31/2067 5/25/2017  $129.55  91.90% 

METERS WATER 
METER 

6/30/2021 12/31/2067 5/2/2017  $129.55  91.79% 

METERS WATER 
METER 

6/30/2021 12/31/2067 5/2/2017  $129.55  91.79% 

METERS WATER 
METER 

6/30/2021 12/31/2067 10/12/2017  $48.62  92.60% 

METERS WATER 
METER 

6/30/2021 12/31/2067 6/14/2017  $48.52  92.00% 

METERS WATER 
METER 

6/30/2021 12/31/2067 6/14/2017  $48.52  92.00% 

METERS WATER 
METER 

7/31/2021 12/31/2067 6/14/2017  $48.15  91.83% 

OFFICE 
EQUIPMENT 

5000L 
LAMINATOR 
(UNIT 5028) 

7/31/2019 12/31/2035 8/13/2013  $398.53  73.36% 

OFFICE 
EQUIPMENT 

EVAP. 
SWAMP 
COOLER 

9/30/2019 12/31/2031 9/29/2009  $347.10  55.06% 



9-27 

Asset  
Group 

Project / 
Asset Name / 
Description 

Retirement  
Date 

Original165 
Retirement 
Date 

Date166 
Added to 
Service 

NBV at  
Retirement 

Remaining 
Life at 
Retirement 
as % of 
Expected 
Life 

SERVICES WATER 
SERVICE 
LATERAL 

4/30/2019 12/31/2058 3/14/2018  $2,454.05  97.24% 

SERVICES WATER 
SERVICE 
LATERAL 

10/31/2019 12/31/2058 6/27/2018  $2,454.05  96.68% 

SERVICES WATER 
SERVICE 
LATERAL 

5/31/2019 12/31/2057 12/15/2017  $2,151.42  96.36% 

SERVICES WATER 
SERVICE 
LATERAL 

10/31/2019 12/31/2057 2/21/2017  $2,151.42  93.42% 

SERVICES WATER 
SERVICE 
LATERAL 

1/31/2020 12/31/2057 5/5/2017  $2,095.05  93.26% 

SERVICES WATER 
SERVICE 
LATERAL 

1/31/2020 12/31/2057 12/12/2017  $2,095.05  94.67% 

SERVICES WATER 
SERVICE 
LATERAL 

2/29/2020 12/31/2057 8/21/2017  $2,095.05  93.75% 

TRANSPORTATION 
EQUIPMENT 

250L/373 
VEH#748 

12/31/2020 12/31/2035 8/19/2015  $17,144.40  73.64% 

Total    

 

$56,784.60  
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Attachment 9-7: Several Responses to DRs CHA-009, CHA-011, CHA-
19, CHA-20 CHA-024 
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CHA-024 ATTACHMENT 1 (in response to DR CHA-024 Historic Rate Base Question #1) 

 
 

CHA-009 ATTACHMENT B - Retirements – FWC (in response to DR CHA-009 Historic Rate 

Base Question #2)
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CHA-011 ATTACHMENT A (in response to DR CHA-011 Historic Rate Base Question #1)

 

 
  



9-32 

 

CHA-024 ATTACHMENT 4 (in response to DR CHA-024 Historic Rate Base Question #4) 

 

 
 

CHA-019 ATTACHMENT 1.a (in response to DR CHA-019 Historic Rate Base Question #1)

 
 

CHA-020 ATTACHMENT 1 (in response to DR CHA-020 Historic Rate Base Question #1)

 

 



9-33 

 Attachment 9-8: Several Responses to DRs CHA-006, CHA-008, 
and CHA-009 

  



9-34 

 

CHA-009 ATTACHMENT B - Retirements – FWC (in response to DR CHA-009 Historic Rate 

Base Question #2) 
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CHA-008 ATTACHMENT C - Retirements – FWC (in response to DR CHA-008 Historic Rate 

Base Question #2) 
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CHA-006 ATTACHMENT B (REVISED) (in response to DR CHA-006 Historic Rate Base 

Question #2) 
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Attachment 9-9: Several Responses to DRs CHA-014 and CHA-018 
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CHA-018 ATTACHMENT 1.a from DR CHA-018 Historic Rate Base (in response to Question 

#1) 



9-40 

CHA-014 ATTACHMENT 2.a (in response to DR CHA-014 Historic Rate Base 

Question #2) 

 

  



9-41 

CHA-018 ATTACHMENT 1.a (FOLLOW UP) from DR CHA-018 Historic Rate Base 

(in response to 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 $213,565,485 $255,328,952 $288,485,885 

2 Cal Advocates $189,980,986 $220,384,270 $238,953,399 

3 SGVWC - 
Cal Advocates 

$23,584,499 $34,944,682 $49,532,486 

4 Cal Advocates as % of 
SGVWC 

90.0% 86.3% 82.8% 

 11 

The Commission should adopt Cal Advocates’ forecast of $9.2 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 $28.8 million. 15 

Beside the differences in forecasted CWIP discussed in this chapter, Cal 16 

Advocates and SGVWC’s differences in the rate base result from the adjustments to the 17 

capital budget explained in the chapters on utility plant-in-service (Chapter 7) and the 18 

rate base in Cal Advocates Report on the Results of Operation for the General Office 19 

(Chapter 2). 20 
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III. ANALYSIS  1 

The Commission should adopt Cal Advocates’ forecast of $9.2 million for CWIP 2 

for each year from 2022 to 2025.  The Commission should reject SGVWC’s proposed 3 

CWIP forecast of $28.8 million. 4 

SGVWC’s $28.8 million CWIP forecast is based on the balance of more than 650 5 

projects that SGVWC considers CWIP.  Though these projects are mostly from the last 6 

three years, the oldest CWIP projects stretch back more than twenty-five years to 1997.  7 

Ratepayers should not be asked to fund utility profit on projects that have been under 8 

construction for more than 25 years. 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 in a May 11, 1982 policy memorandum (CWIP 12 

Memo) that supported the inclusion of CWIP in rate base for water utilities.167  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.168  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 

advised 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 

                                            
167 Attachment 10-1: Policy for Including CWIP in Rate Base for Water Utilities. 
168 The Memorandum showed that the highest average construction time was for the “Tanks and 
Reservoir” category, which is 6.2 months.  Attachment 1, p. 3. 
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because construction takes much longer now than when the CWIP Memo was written.169 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.  For example, other Class A water utilities accumulate interest 5 

during construction, which is capitalized and added to rate base when projects are 6 

completed, thereby avoiding the need for including a CWIP forecast in rate base. 7 

SGVWC’s CWIP balance contains past projects and associated costs remaining in 8 

the balance for several years without ever becoming used or useful or providing benefit to 9 

ratepayers.  These amounts are in rate base and in customer rates, earning the company a 10 

return for a much longer time than envisioned by the authors of the CWIP Memo.  To be 11 

more consistent with the intent of the CWIP Memo, Cal Advocates bases its CWIP 12 

forecast on the projects opened for the latest full year with data available, 2020, at the 13 

time of SGVWC’s application.  This results in a CWIP forecast of $9,230,067 for each 14 

year from 2022 to 2025.170 15 

Based on the above analysis the Commission should adopts a CWIP forecast of 16 

$9.2 million for each year from 2022 to 2025. 17 

If the Commission does not make the necessary adjustment to a one-year CWIP 18 

basis, the Commission should still ensure that the following projects in SGVWC’s $28.8 19 

million balance are not recovered in customer rates.  20 

                                            
169 Attachment 10-2: A.19-01-001 Rebuttal Testimony Exhibit SG-11 Excerpt, pp. 6-10. 
170 Attachment 10-3: SGVWC Response to DR AA9-001, Q.2.c, sum of column “2020 EXP.” 
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Table 10-2: Individual CWIP Projects that Should be Removed 1 

 (A)  
Project 

(B)  
Plant Site 

(C)  
Cost 

(C)  
Reason 

1 There is no need for 
a new reservoir at 
Plant F59 as 
discussed in Chapter 
7 of this Report. 

2 Landscaping, street 
improvements, and 
site improvements 
should be recovered 
from contributions. 

3 
   

4 
   

5 
   

SGVWC has 
cancelled the project 
to install perchlorate 
and nitrate removal 
systems at Plant 
F44. 

6 

   
7 

   

SGVWC opened this 
project in 2004 and 
has not made further 
entries since at least 
2009. 

8 

   

SGVWC opened this 
project in 2016 and 
has not made further 
entries since at least 
2018. 

9 

   

SGVWC opened this 
project in 2004 and 
has not made further 
entries since at least 
2009. 

10 

   

SGVWC opened this 
project in 2012 and 
has not made further 
entries since 2012. 

11 

   

SGVWC opened this 
project in 2000 and 
has not made further 
entries since at least 
2009. 

12   
 2 
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IV. CONCLUSION 1 

The Commission should adopt Cal Advocates’ rate base forecast and reject 2 

SGVWC’s recommended forecast.3 
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Attachment 10-1: Policy for Including CWIP in Rate Base 
for Water Utilities  
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Attachment 10-2: A.19-01-001 Rebuttal Testimony 
Exhibit SG-11 Excerpt  
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Attachment 10-3: SGVWC Response to DR AA9-001, 
Q.2.c. 
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“FO 2021.06 CWIP” Columns “Job No.” and “2009 EXP” to “2018 EXP” Omitted due to Size (1 of 9) 
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“FO 2021.06 CWIP” Columns “Job No.” and “2009 EXP” to “2018 EXP” Omitted due to Size (2 of 9) 
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“FO 2021.06 CWIP” Columns “Job No.” and “2009 EXP” to “2018 EXP” Omitted due to Size (3 of 9) 
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“FO 2021.06 CWIP” Columns “Job No.” and “2009 EXP” to “2018 EXP” Omitted due to Size (4 of 9) 
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“FO 2021.06 CWIP” Columns “Job No.” and “2009 EXP” to “2018 EXP” Omitted due to Size (5 of 9) 
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“FO 2021.06 CWIP” Columns “Job No.” and “2009 EXP” to “2018 EXP” Omitted due to Size (6 of 9) 
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“FO 2021.06 CWIP” Columns “Job No.” and “2009 EXP” to “2018 EXP” Omitted due to Size (7 of 9) 
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“FO 2021.06 CWIP” Columns “Job No.” and “2009 EXP” to “2018 EXP” Omitted due to Size (8 of 9) 
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“FO 2021.06 CWIP” Columns “Job No.” and “2009 EXP” to “2018 EXP” Omitted due to Size (9 of 9) 
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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 San Gabriel generally do not differ on methodologies 8 

employed to forecast Taxes Other Than Income.  The differences in total estimated taxes 9 

are largely due to differences in forecasts for 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. San Gabriel’s use of effective Payroll Tax rates and wage bases to forecast 15 
payroll taxes are reasonable and should be applied in estimating Payroll Tax 16 
expense.   17 

b. San Gabriel’s Ad Valorem Tax expense methodologies are reasonable and 18 
should be applied in estimating property taxes.  However, Cal Advocates 19 
corrected an error in San Gabriel’s workpapers regarding the Ad Valorem Tax 20 
base, leading to a $510,000 decrease in TY Ad Valorem Taxes.  Any further 21 
differences between San Gabriel and Cal Advocates are due to differences in 22 
the TY estimate of plant levels. 23 

III. ANALYSIS 24 

A. Payroll Taxes 25 
Payroll taxes are estimated based upon the applicable tax rates and minimum wage 26 

bases applied to forecasted payroll levels.  The applicable rate for each of the taxes are 27 

applied to each employee’s estimated salary up to the maximum taxable limit. 28 
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SGVWC and Cal Advocates both use the FICA rate of 6.2% in the TY applicable 1 

to the estimated FICA wage base of $150,500 in 2023 and $153,200 in 2024.  In addition, 2 

total FICA also includes 1.45% of each employee’s total annual wages for the Medicare 3 

component of FICA.  SGVWC’s forecast of the FICA (6.2%) wage base for 2023 and 4 

2024 is consistent with the historical five-year average increases by the Social Security 5 

Administration.  The 1.45% Medicare component does not have a maximum wage cap. 6 

The maximum taxable wage base for both FUI and SUI taxes is the first $7,000 of 7 

each employee’s annual wages and is not forecasted to change.  SGVWC and Cal 8 

Advocates both use 0.6% as the FUI tax rate and 2.3% as the SUI tax rate because both 9 

rates are consistent with historical actual tax rates.  10 

B. Ad Valorem Taxes 11 
San Gabriel bases its estimate for property taxes on historical County Assessor 12 

valuations and the underlying methodologies applied to estimate plan additions in the 13 

TY.  The forecasted tax is based on a calculated average effective tax rate applied to 14 

forecasted (net) plant investment.  Plant in service is reduced by intangibles, advances 15 

and contributions for construction, and deferred income taxes. 16 

San Gabriel’s method of estimating ad valorem taxes for the TY is reasonable.  17 

The differences between SGVWC and Cal Advocates’ estimate of Ad Valorem Taxes is 18 

due to differences in forecasted plant estimates and the correction of an error as described 19 

below. 20 

1. RO Model Error Correction 21 
San Gabriel’s RO model contained a formula error, leading to an overestimation 22 

of Ad Valorem Taxes in the Fontana division.171  The RO model erroneously omits 23 

deferred Federal Income Taxes when calculating the Ad Valorem Tax base for the years 24 

2022-2025.  Upon correction, the Ad Valorem Taxes decrease by $510,000, from $3.06 25 

                                            
171 Attachment 11-1: Email from Joel M. Reiker of San Gabriel to Anthony Andrade of Cal Advocates on 
July 7, 2022. 
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million to $2.55 million in TY 2023-2024.  Chapter 1, Tables 1-2 and 1-3 present a 1 

summary of SGVWC’s proposed and Cal Advocates’ recommended Ad Valorem 2 

expenses in the Fontana Division.   3 

IV. CONCLUSION 4 

The Commission should adopt Cal Advocates’ TY estimates of Taxes Other Than 5 

Income.  Cal Advocates and San Gabriel generally do not differ on methodologies 6 

employed to forecast Taxes Other Than Income.  The differences in total estimated taxes 7 

are due to the correction for the Ad Valorem Tax base and differences in forecasts for 8 

overtime and plant additions.9 
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Attachment 11-1: Email from Joel M. Reiker of San 
Gabriel to Anthony Andrade of Cal Advocates on July 7, 

2022. 



1

Andrade, Anthony

From: Joel M. Reiker <jmreiker@sgvwater.com>
Sent: Thursday, July 7, 2022 9:35 AM
To: Andrade, Anthony
Cc: Aslam, Mehboob; Chan, Victor; Cunningham, Lauren; Foley, Shanna
Subject: [EXTERNAL] RE: A.22-01-003 SGVWC GRC: FWC Ad Valorem Taxes in RO Model
Attachments: GRCWorkpapers - 2022 (Corrected Ad Valorem Tax).xlsx

CAUTION: This email originated from outside of the organization. Do not click links or open attachments unless you recognize the 
sender and know the content is safe. 

Anthony, 

Please see attached.  I’ve made some additional edits to incorporate the B.O.Y. balance of ITC., which was not previously 
reflected in the calculation and should have been, as explained below: 

1. For the historical/recorded Ad Valorem Tax Base (COLUMNS E through J) for both L.A. and Fontana (LINES 84
and 146):

a. The calculation has been revised to deduct the B.O.Y. Balance of ADIT, Ratemaking Adjustments, and the 
B.O.Y. Balance of ITC.

2. For the forecasted Ad Valorem Tax Base (COLUMNS L through Q) for both L.A. and Fontana (LINES 84 and 146):
a. The calculation has been revised to deduct the B.O.Y. Adjusted Balance of ADIT and the B.O.Y. Balance

of ITC.

I’ve highlighted the rows (84 & 146) where these changes were made.  The only other change that I made in the 
attached workpapers was to update/re-calibrate the rate design on RD1.  Let me know if you have any questions. 
Thanks, 
______________________________ 
Joel M. Reiker 
Vice President of Regulatory Affairs 
San Gabriel Valley Water Company 
11142 Garvey Avenue 
El Monte, CA  91733 
626.448.6183 
www.sgvwater.com 
www.fontanawater.com 

From: Andrade, Anthony <Anthony.Andrade@cpuc.ca.gov>  
Sent: Wednesday, July 6, 2022 3:57 PM 
To: Joel M. Reiker <jmreiker@sgvwater.com> 
Cc: Aslam, Mehboob <mehboob.aslam@cpuc.ca.gov>; Chan, Victor <victor.chan@cpuc.ca.gov>; Cunningham, Lauren 
<Lauren.Cunningham@cpuc.ca.gov>; Foley, Shanna <Shanna.Foley@cpuc.ca.gov> 
Subject: A.22-01-003 SGVWC GRC: FWC Ad Valorem Taxes in RO Model 

CAUTION: This email originated from outside your organization. Exercise caution when opening attachments or clicking links, 
especially from unknown senders. 
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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 Fontana Water 4 

Company (“FWC”) Division of San Gabriel Valley Water Company (“SGVWC”). 5 

Regulated income tax expense is comprised of federal income taxes (“FIT”), and 6 

California Corporate Franchise Taxes (“CCFT”). 7 

Cal Advocates and SGVWC generally do not differ on the methodologies used to 8 

forecast regulated income tax expenses.  SGVWC has accounted for the impacts of the 9 

2017 Tax Cuts and Jobs Act (“TCJA”).  Any differences in total estimated income taxes 10 

is due to differences in forecasted operating revenues, expenses, and plant additions. 11 

Cal Advocates’ Results of Operations table summarizes the differences in 12 

estimates between Cal Advocates and SGVWC.  13 

II. SUMMARY OF RECOMMENDATIONS14 

The Commission should adopt Cal Advocates' estimates for FIT and CCFT for the 15 

Test Year as reflected in Cal Advocates Results of Operation table. The Commission 16 

should use the following parameters to determine Test Year and Escalation Year income 17 

tax expense: 18 

a. The corporate tax rate of 21% should be used to compute FIT and the net-19 
to-gross multiplier.  The state corporate income tax rate of 8.84% should be20 
used to compute CCFT and the net-to-gross multiplier.  For estimating21 
income tax expenses, both Cal Advocates and SGVWC used this tax rate.22 

b. The FIT rate of 21% should be used to revalue accumulated deferred23 
income taxes (“ADIT”) to be deducted from the rate base.  Both Cal24 
Advocates and SGVWC used this tax rate to revalue ADIT in accordance25 
with the TCJA.26 

c. Excess Accumulated Deferred Income Taxes (“Excess ADIT”) resulting27 
from the reduction in the FIT rate from 35% to 21% should be recognized28 
and accounted for as a direct reduction FIT expense.  The accounting of29 



12-2 

Excess ADIT should be consistent with the normalization requirements of 1 
the TCJA which SGVWC has employed.172 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.173 9 

Income tax expense reflects the cost of service and in this way is 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 12 

also be 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.174  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 

                                            
172 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. 
173 Unless otherwise noted, all discussions apply equally to both federal and state tax expenses. 
174 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 Cal Advocates' recommended tax policies.  These 4 

decisions and policies should be considered when reviewing SGVWC's tax expense. 5 

Much of the Commission’s existing tax policy was established in D.84-05-036175 6 

and then with numerous subsequent decisions.176 177  Cal Advocates’ goal is to achieve 7 

the lowest possible rate for service consistent with reliable and safe levels of service.178 8 

As this applies to taxes, the goal is to minimize regulated tax expense to the extent 9 

possible, which in turn minimizes revenue requirements for taxes.  Another way to 10 

articulate this goal is that the Test Year’s income tax expense estimate should reflect, to 11 

the extent possible, the current (Test Year) deduction of expenses in which there is a 12 

book/tax timing difference. The Commission should continue to promote policies that 13 

result in the Test Year tax estimate reflecting, to the extent possible, the flow-through of 14 

forecasted expenditures.179  15 

B. FIT Deduction for Prior Year’s CCFT 16 
For FIT purposes, the amount of CCFT allowed as a deduction by the Internal 17 

Revenue Service (“IRS”) is the CCFT liability of the prior year.  This creates a timing 18 

difference between when the payment of the CCFT is made and when it is allowed as a 19 

                                            
175 D.84-05-036 adopted ratemaking policy for a variety of tax issues. 
176 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. 
177 See D.84-05-036, discussion at Section I, p. 32-33a. The Commission refused to adopt additional 
normalization requirements beyond those required for depreciation. 
178 Public Utilities Code § 309.5. 
179 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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tax deduction. D.89-11-058 requires that the prior-year last Commission adopted CCFT 1 

amount be used as the deduction for CCFT for ratemaking purposes to arrive at FIT 2 

taxable income in the Test Year.180  Cal Advocates and SGVWC agree with this 3 

methodology. 4 

C. Deferred Income Taxes and Excess Accumulated 5 
Deferred Income Taxes 6 

The reduction in the FIT rate from 35% to 21% created Excess ADIT, which is the 7 

portion of deferred income taxes that ratepayers funded in rates, before the reduction in 8 

the FIT from 35% to 21%.  The reduction in the corporate income tax rate requires 9 

utilities to revalue current deferred income taxes (“DIT”) at the 21% rate because the 10 

lower rate decreases the utilities’ federal tax liabilities in the future.  As a result, deferred 11 

tax reserves are more than the utility’s federal tax liabilities thus creating “Excess” ADIT. 12 

As defined in Section 13001(d)(3)(A) of TCJA, the Excess ADIT is the difference 13 

between the recorded accumulated deferred federal income tax (“ADFIT”) and the 14 

revalued amount of the ADFIT after the federal income tax rate change. Section 15 

13001(d)(3)(A) of TCJA defines excess tax reserve as follows: 16 

the term ‘‘excess tax reserve’’ means the excess of— (i) 17 
the reserve for deferred taxes (as described in section 18 
168(i)(9)(A)(ii) of the Internal Revenue Code of 1986) 19 
as of the day before the corporate rate reductions 20 
provided in the amendments made by this section take 21 
effect, over (ii) the amount which would be the balance 22 
in such reserve if the amount of such reserve were 23 
determined by assuming that the corporate rate 24 

                                            
180 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. 
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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:181 (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: (a) an “unprotected” portion not subject to the Internal Revenue 13 

Code’s (“IRC’s”) normalization rules and it is already amortized,182 and (b) the 14 

“protected” portion, to which the IRC normalization rules apply, which SGVWC is still 15 

amortizing. Cal Advocates agrees with this methodology.  16 

D. Interest Expense 17 
For FIT purposes, Cal Advocates and SGVWC estimate 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 

                                            
181 SGVWC's Response to Cal Advocates' DR JBQ-010 Q.2b. 
182 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 5 

Two, the tax benefits of ITC are proportionally flowed through as a direct reduction to 6 

estimated FIT. 7 

The unamortized deferred ITC balance was deducted from the rate base for this 8 

calculation because SGVWC is an Option One company.  The method of “interest 9 

synchronization” that normally results in a higher interest deduction, and therefore, a 10 

lower regulated FIT expense, does not apply to SGVWC because of how SGVWC treats 11 

unamortized Investment Tax Credit (Option One).  For CCFT purposes, Cal Advocates 12 

and SGVWC also deducted the unamortized ITC from the rate base before applying the 13 

same debt cost factor. 14 

E. Investment Tax Credit (“ITC”) 15 
As discussed above, public utilities can select either of the 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.183 Cal 20 

Advocates accepts SGVWC’s methodology. 21 

                                            
183 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. 
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IV. CONCLUSION 1 

Cal Advocates and SGVWC have no methodological differences for computing 2 

regulated tax expenses.  Any differences are due to different estimates for revenues, 3 

operating expenses, and plant additions.  The Commission should adopt Cal Advocates' 4 

estimates for tax expense as reflected in Cal Advocates Results of Operation table. 5 
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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 FWC division and presents Cal Advocates’ analysis and 5 

recommendations.  The Direct Testimony of Joel M. Reiker presents SGVWC's proposed 6 

actions for the Utility’s surcharge accounts in the FWC Division.184  In discovery, 7 

SGVWC provided updated balances.185  This chapter incorporates Cal Advocates’ 8 

analysis on the updated materials and review of the balances as of December 31, 2021.  9 

SGVWC currently maintains 17 surcharge accounts in its FWC division.186 10 

Surcharge accounts allow a utility to operate without the discipline of a budget.  The 11 

proliferation of surcharge accounts reduces the transparency of customer bill impacts as 12 

surcharges are generally not reflected in the rate increases proposed in general rate cases 13 

(“GRCs”).  The proliferation of these accounts complicates the Commission’s review and 14 

reduces a utility’s incentive to accurately forecast costs.  In 1985, the then Executive 15 

Director of the Commission warned that:  16 

we can expect utilities to continually press for the comfort of more balancing 17 
accounts and the green light to file a variety of offset applications between general 18 
rate proceedings…it is the CPUC’s task to recognize that desire and pressure and 19 
weigh it against the need to have management incentive working to minimize 20 
costs.187  21 
 22 

                                            
184 Direct testimony of Joel M. Reiker, p. 59, attachment N, A.22-01-003. 
185 SGVWC's Response to Cal Advocates' DR JBQ-002 Q.2. 
186 SGVWC's Response to Cal Advocates' DR JBQ-002 Q.3; Direct testimony of Joel M. Reiker, p. 57. 
187 See Attachment 13-1: Balancing Accounts History, p. 6. 
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The Executive Director also stated that the process of reviewing surcharge 1 

accounts has essentially shifted the burden of proof to Cal Advocates and intervenors to 2 

show that expenditures are not prudent.188  3 

Surcharge accounts can mask the overall impact of utilities’ proposals in GRCs.  4 

In this GRC, the overwhelming majority of the accounts that SGVWC requests to 5 

amortize are surcharge accounts.  However, the actual effect of the surcharge accounts on 6 

ratepayer bills is not clear because of a significant overcollection amount in one account, 7 

which results in a net overcollection balance when all account balances are combined.  If 8 

this over-collected account is excluded189 from all the accounts in the FWC Division that 9 

SGVWC proposes to amortize, it will result in a total surcharge balance of $2,620,324 as 10 

of December 31, 2021.190  This surcharge amount is approximately 2.89% of total 11 

proposed Revenue Requirement for Test Year 2023-24.191 This surcharge account 12 

amount is not reflected in the proposed rate increase for the Test Year.192  Therefore, the 13 

full impact of SGVWC’s requests on customers’ bills is not transparent. 14 

The Commission should underscore the importance of reducing the total number 15 

of surcharge accounts by requiring utilities to close accounts whenever possible and 16 

remove their reference from the related preliminary statements.   17 

                                            
188 See Attachment 13-1: Balancing Accounts History, p. 4 
189 Water Cost Balancing Account has a significant outstanding overcollection what makes the total 
balance in all accounts an overcollection which means refunds to the ratepayers. Absence of this account, 
the true picture of Surcharge Accounts would have been revealed. 
190 See Table 13-1: Balancing and Memorandum Accounts for Amortization (Last Row). 
191 SGVWC's proposed Revenue Requirement for Test Year 2023-24 is $90,603,000. Except for Water 
Cost BA, the accounts for what SGVWC requested recovery in this GRC application have a total 
surcharge balance of $2,620,324 as of December 31, 2021. It is around 2.89% of the proposed revenue 
requirement in the Test Year. ($2,620,324/ $90,603,000 = 2.89%). 
192 SGVWC GRC Proceeding A.22-01-003. 
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II. SUMMARY OF RECOMMENDATIONS 1 

The Commission should require SGVWC to refund a total overcollection balance 2 

of $878,402 as of December 31, 2021, as a fixed monthly surcredit presented in the table 3 

13-1 in this testimony.  As of December 31, 2021, SGVWC’s workpapers account for a 4 

total overcollection balance of $877,079.  The difference between SGVWC’s workpaper 5 

and Cal Advocates’ recommendation is $1,323 and is due to Cal Advocates’ 6 

recommendation not to amortize the Polyfluoroalkyl Substances Memorandum Account 7 

(“PFAS”).193  8 

The Commission should require SGVWC to close five out of its 17 surcharge 9 

accounts.  SGVWC should also either issue a refund or surcharge to ratepayers or close 10 

multiple accounts, as detailed below:   11 

1. The Commission should allow SGVWC to continue the PFAS 12 
Memorandum Account, but not to amortize the recorded balance as it is 13 
premature. 14 

2. The Commission should require SGVWC to close the Water Rights 15 
Memorandum Account because SGVWC does not need a surcharge 16 
account to purchase water rights outside of a GRC proceeding. 17 

3. 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 
$281,368, not the proposed August 2021 balance. 22 

4. The Commission should allow SGVWC to continue the Water Cost 23 
Balancing Account after the requested refund of the overcollection, but the 24 
refund amount should be the December 2021 reported balance of 25 
$3,497,403, not the proposed August 2021 balance. 26 

5. The Commission should require SGVWC to close the A.19-01-001 Interim 27 
Rates Memorandum Account (IRMA) as requested after authorizing to 28 
recover the recorded undercollection from ratepayers through surcharges, 29 

                                            
193 SGVWC reported an undercollection balance of $1,323 for the PFAS Memorandum Account as of 
December 2021. Not allowing the amortization of this balance makes the difference between the 
Company and Cal Advocates recommendation. 
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but the authorized amortization balance should be the December 2021 1 
reported balance of $533,857, not the proposed August 2021 balance. 2 

6. The Commission should allow SGVWC to continue the Conservation 3 
Program Balancing Account after the requested refund of the 4 
overcollection, but the refund amount should be the December 2021 5 
reported balance of 229,257, not the proposed August 2021 balance. 6 

7. The Commission should allow SGVWC to continue the Previously 7 
Authorized Balances Balancing Account (PABBA) after the requested 8 
refund of the overcollection, but the refund amount should be the December 9 
2021 reported balance of $1,525, not the proposed August 2021 balance. 10 

8. The Commission should require SGVWC to close the School Lead Testing 11 
Memorandum Account as proposed by SGVWC. 12 

9. The Commission should require SGVWC to close the Mains Project 13 
Balancing Account because as proposed by SGVWC. 14 

10. The Commission should require SGVWC to rename the "WRAM 15 
Memorandum Account" to “Conservation WRAM Memorandum Account" 16 
to avoid confusion, allow the Company to amortize the undercollection and 17 
continue the account as proposed, but the authorized amortization balance 18 
should be the December 2021 reported balance of $509,545, not the August 19 
2021 balance as proposed. 20 

11. The Commission should require SGVWC to be consistent in using the same 21 
name for its surcharge accounts as the name identified in its preliminary 22 
statement, workpapers in future GRC proceedings to avoid confusion, and 23 
failure to be consistent with the preliminary statement should be deemed a 24 
tariff violation.194 25 

The Commission should also require SGVWC to report the previous audited 26 

balance of every listed surcharge accounts in future GRC applications.  Reporting audited 27 

balance reduces regulatory burden, increases transparency, and ensures ratepayers pay 28 

only for prudently incurred costs. 29 

                                            
194 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. 
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III. ANALYSIS 1 

In the application, SGVWC requests to review and dispose of surcharge account 2 

balances as of August 2021.195  SGVWC provided updated balances as of December 3 

2021 in discovery.196  Therefore, Cal Advocates audited the updated account balance as 4 

of December 2021. 5 

As of December 31, 2021, SGVWC maintains 17 surcharge accounts in its FWC 6 

division.  Of 17 accounts,197 SGVWC requests to review 11 accounts in this GRC cycle.  7 

Cal Advocates also reviewed the Water Rights Memorandum Account and Mains Project 8 

Balancing Account.  The following table summarizes the 13 accounts that Cal Advocates 9 

has reviewed in this GRC application.   10 

                                            
195 Direct Testimony of Joel M. Reiker's, p. 59. 

 
197 Out of a total of 17 accounts in the FWC division, Cal Advocates hasn't reviewed 4 in this GRC 
application. These are Catastrophic Event Memorandum Account (CEMA), Section 790, Facilities Fees, 
and Land Parcels #215 and #221. 
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Table 13-1: Balancing and Memorandum Accounts for Amortization 1 

Account Name SGVWC's 
Workpaper as of 
December, 2021 

Cal Adv' Review 
as of December, 

2021 

Cal Adv' 
Recommendation 

 $ Undercollection/ 
(Overcollection) $ 

 

PFAS MA   1,323    Do not amortize, 
Continue 

Water Rights MA 0 0 Close 
2018 Tax Accounting 
MA    281,368      281,368  Surcharge, Close 

Water Cost BA  (3,497,403)  (3,497,403) Refund, Continue 
A.19-01-001 Interim 
Rates MA     533,857    533,857  Surcharge, Close 

Conservation Program 
BA  (229,257)   (229,257) Refund, Continue 

Previously Authorized 
Balances BA  (1,525)   (1,525) Refund, Continue 

School Lead Testing 
MA Immaterial Immaterial  Close 

Mains Project BA N/A  N/A Close 
WRAM MA   509,545    509,545  Surcharge, Continue 
Water Quality 
Litigation MA   583,717       583,717  Surcharge, Continue 
CA Alternative Rates 
for Water BA (CARW)   510,183     510,183  Surcharge, Continue 
Power Cost BA  431,113   431,113  Surcharge, Continue 
Total   $(877,079)   $(878,402)  

 2 

Out of these 13 accounts, Cal Advocates recommends closing five,198 and to 3 

continue the remaining eight.199 Cal Advocates does not oppose the balance presented in 4 

SGVWC’s workpaper but opposes SGVWC’s proposal to amortize the balance of the 5 

PFAS Memorandum Account. 6 

                                            
198 Water Rights MA, A.19-01-001 Interim Rates MA, 2018 Tax Accounting MA, Mains Project BA, 
School Lead Testing MA. 
199 Water Quality Litigation MA, Previously Authorized Balances BA, Monterey WRAM BA, PFAS 
MA, CA Alternative Rates for Water BA (CARW), Water Cost BA, Power Cost BA, Conservation 
Program BA. 



13-7 

The Commission should require SGVWC to refund the net overcollection balance 1 

of $878,402 as a fixed monthly surcredit for a period of 12 months to credit the 2 

December 2021 balance presented in table 13-1 (third column) in this testimony. 3 

Cal Advocates’ review of surcharge accounts includes an analysis of each 4 

account’s general ledger transaction details, interest calculations, authorizing 5 

document(s), and invoices to ensure there was no double recovery of expenses.  6 

A. PFAS Memorandum Account 7 
SGVWC proposes to continue this surcharge account following amortization.  Cal 8 

Advocates recommends the surcharge account remain open and the balance not be 9 

amortized until the potential for offsetting federal grants have been resolved. 10 

The purpose of this account is to track incremental operating costs, customer and 11 

public notifications, and alternative sources of supply, to the extent the Utility is not 12 

ready to recover these expenses, to comply with regulatory standards set by the State 13 

Water Resources Control Board to detect, monitor, report and remediate per- and 14 

polyfluoroalkyl substances (PFAS) in drinking water.200 15 

As of August 2021, this account has an undercollection balance of $1,323, which 16 

SGVWC has proposed to amortize as surcharges.201  The balance remains the same as of 17 

December 2021.202 18 

The Biden administration is about to disburse billions of dollars from the 2021 19 

infrastructure bill to tackle drinking water contamination through PFAS.203 As a 20 

regulated investor-owned water utility, SGVWC is expected to receive federal funds for 21 

water-quality testing, contractor training, and new treatment systems, among other 22 

                                            
200 SGVWC Preliminary Statement W2. 
201 Direct testimony of Joel M. Reiker, p. 61 (table 11), and attachment N, A.22-01-003. 
202 SGVWC's Response to Cal Advocates' DR JBQ-002. 
203 https://www.wsj.com/articles/biden-administration-to-start-spending-on-cleanup-of-forever-
chemicals-in-drinking-water-11655298000?mod=hp_listc_pos4 
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measures.204 Since the expected federal funds will offset the balance recorded in the 1 

PFAS memorandum account, it is therefore premature to amortize the existing balance 2 

recorded in the account.205  The Commission should not allow SGVWC to amortize the 3 

balance until the potential for incoming federal funds have been resolved. 4 

The Commission should require SGVWC to continue this surcharge account 5 

without amortization at this time. 6 

B. Water Rights Memorandum Account 7 
SGVWC intends to continue this surcharge account.  Cal Advocates recommends 8 

this account be closed.   9 

This account was established pursuant to D.17-06-008.206  The purpose of this 10 

surcharge account is to track the revenue requirement portion related to the purchase of 11 

water rights separately in both LA and FWC divisions.207  SGVWC requests to continue 12 

this account for purchasing water rights in the future when available.  The Company has 13 

not made any water rights purchases in the FWC division since the inception of this 14 

surcharge account and thus it has no balance. 15 

In the LA division, SGVWC has a separate water rights surcharge account, and in 16 

that division the Company has been leasing out its ratepayer-funded water rights since 17 

1994, without sharing the revenues received with these lease-outs with ratepayers.208209 18 

                                            
204 https://www.epa.gov/newsreleases/epa-announces-new-drinking-water-health-advisories-pfas-
chemicals-1-billion-bipartisan 
205 https://www.wsj.com/articles/biden-administration-to-start-spending-on-cleanup-of-forever-
chemicals-in-drinking-water-11655298000?mod=hp_listc_pos4 
206 Ordering Paragraph 1, Settlement Section III.E16. 
207 SGVWC Preliminary Statement K. 
208 SGVWC's Response to Cal Advocates' DR AA9-005 (LA Water Rights II), Q.1a. 
209 See Attachment 13-2: Leased water revenue provided in response to Cal Advocates' DR AA9-005 
Q.1b. 
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Public Utilities Code § 851210 requires the Company to seek the Commission's approval 1 

before leasing out water rights.211  SGVWC has not previously sought the Commission’s 2 

approval before leasing out water rights.   3 

In September, 2020, Cal Advocates filed a Motion for an Order to Show Cause in 4 

Suburban Water Company’s GRC (A.20-03-001) regarding Suburban’s lease-out of 5 

water rights without Commission authorization and without sharing lease revenues with 6 

ratepayers.212  Given the issues raised in Cal Advocates’ motion in the Suburban GRC, 7 

for the year 2020, SGVWC offset its purchasing water cost with the lease revenue of 8 

$140,000.213  In sum, with the exception of lease revenues for the year 2020, SGVWC 9 

did not share revenue for its water rights leases with ratepayers dating as far back as 10 

2000.   11 

SGVWC has been leasing out ratepayer-funded but unused water rights for 12 

decades, but requests to continue the surcharge account in the event it purchases 13 

additional water rights.  It is not reasonable for a water IOU to track for future recovery 14 

of purchasing new assets from ratepayers when identical unused assets have already been 15 

purchased and funded by ratepayers.   16 

                                            
210 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.”).   
211 See D.04-03-069. 
212 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.   
213 SGVWC's Response to Cal Advocates' DR AA9-005 Q.2a.   
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Importantly, SGVWC does not require a surcharge account to purchase water 1 

rights outside of a GRC.  As a non-depreciable asset, any additional water rights that 2 

SGVWC determines are necessary to purchase can be recovered by adding to ratebase at 3 

the actual cost incurred when determined to be reasonable in a subsequent GRC.  4 

Since SGVWC does not require a surcharge account to purchase water rights, the 5 

Commission should require the Company to close this surcharge account and remove its 6 

reference from the preliminary statement.  7 

C. 2018 Tax Accounting Memorandum Account 8 
SGVWC proposes to continue this surcharge account following amortization.  Cal 9 

Advocates opposes this request. 10 

The purpose of this surcharge account is to track the revenue requirement impacts 11 

of the Tax Cuts and Jobs Act of 2017, including the reduction of the federal tax rate for 12 

businesses from 35% to 21%.214 13 

SGVWC is able to incorporate the new federal tax rate directly into its revenue 14 

requirement in this GRC and in response to a data request it intends to close this 15 

surcharge account following amortization.215 Thus, this account will no longer be needed. 16 

As of August 2021, this account has an undercollection balance of $281,291, 17 

which SGVWC has proposed to amortize as surcharges.216 18 

Cal Advocates reviewed the balance up to December 2021 when the 19 

undercollection balance increased to $281,368.217 Cal Advocates does not disagree with 20 

the balance and recommends amortizing the undercollection through surcharges. 21 

                                            
214 SGVWC Preliminary Statement I. 
215 SGVWC's Response to Cal Advocates' DR JBQ-003 Q.6. 
216 Direct testimony of Joel M. Reiker, p. 61 (table 11), and attachment N, A.22-01-003. 
217 SGVWC's Response to Cal Advocates' DR JBQ-002. 
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The Commission should require SGVWC to close this surcharge account 1 

immediately following the amortization of $281,368 as surcharges as of December 2021 2 

and remove its reference from the preliminary statement. 3 

D. Water Cost Balancing Account 4 
SGVWC proposes to continue this surcharge account following a refund.  Cal 5 

Advocates does not oppose this request.   6 

The purpose of this surcharge account is to record the monthly difference between 7 

the cost of pumped and purchased water and the adopted cost reflected in rates so that 8 

these differences can be trued-up through rates.218 9 

As of August 2021, this account has an overcollection balance of $3,559,223, 10 

which SGVWC has proposed to refund to the ratepayers.219 11 

Cal Advocates reviewed the balance up to December 2021.  Cal Advocates does 12 

not disagree with the balance recorded in the SGVWC workpaper and recommends 13 

refunding the overcollection balance of $3,497,403 as of December 2021.220 This account 14 

should continue so the differences can be trued-up through rates after Commission review 15 

and approval.  16 

The Commission should require SGVWC to continue this account following the 17 

refund of the $3,497,403 overcollection balance as of December 31, 2021. 18 

E. Interim Rates Memorandum Account (A.19-01-001) 19 
SGVWC proposes to close this surcharge account following amortization.  Cal 20 

Advocates does not oppose this request.   21 

                                            
218 SGVWC Preliminary Statement P3. 
219 Direct testimony of Joel M. Reiker, p. 61 (table 13), and attachment N, A.22-01-003. 
220 SGVWC's Response to Cal Advocates' DR JBQ-002. 
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The purpose of this surcharge account is to track the difference between the 1 

revenue billed under the interim rates and the revenues that would have been billed under 2 

the rates adopted by the Commission in A.19-01-001.221  3 

As of August 2021, this account has an under-collected balance of $533,710, 4 

which SGVWC has proposed to amortize as surcharges.222 5 

Cal Advocates reviewed the balance up to December 2021 when the 6 

undercollection balance increased to $533,857.223 Cal Advocates does not disagree with 7 

the balance and recommends amortizing the undercollection through surcharges. 8 

The Commission should require SGVWC to close this surcharge account 9 

following the amortization of the balance of $533,857 as of December 31, 2021. 10 

F. Conservation Program Balancing Account 11 
SGVWC proposes to continue this surcharge account following a refund.  Cal 12 

Advocates does not oppose this request.   13 

The purpose of this one-way balancing account is to track the actual versus 14 

authorized expenditures over the three-year GRC cycle so that any unspent funds 15 

collected through rates can be returned to ratepayers.224 16 

As of August 2021, this account has an overcollection balance of $108,634, which 17 

SGVWC has proposed to refund to the ratepayers.225 18 

                                            
221 SGVWC Preliminary Statement W. 
222 Direct testimony of Joel M. Reiker, p. 61 (table 11), and attachment N, A.22-01-003. 
223 SGVWC's Response to Cal Advocates' DR JBQ-002. 
224 SGVWC Preliminary Statement J2. 
225 Direct testimony of Joel M. Reiker, p. 61 (table 13), and attachment N, A.22-01-003. 



13-13 

Cal Advocates reviewed the balance up to December 2021 when the 1 

overcollection balance increased to $229,257.226 Cal Advocates does not disagree with 2 

the balance and recommends refunding it to the ratepayers.227 3 

The Commission should require SGVWC to continue this account following the 4 

refund of the $229,257 overcollection balance as of December 31, 2021. 5 

G. Previously Authorized Balances Balancing Account 6 
SGVWC proposes to continue this surcharge account following a refund.  Cal 7 

Advocates does not oppose this request.   8 

The purpose of this surcharge account is to consolidate residual balances from 9 

other surcharge accounts that are no longer needed, after the Commission reviews and 10 

approves the balances.  This account will be retained for later disposition of any under- or 11 

over-amortizations that may exist after the authorized surcharges or surcredits expire.228 12 

As of August 2021, this account has an overcollection balance of $1,525, which 13 

SGVWC has proposed to refund.229  The balance remains the same as of December 14 

2021.230 15 

The Commission should require SGVWC to continue this account following the 16 

refund of the $1,525 overcollection balance as of December 31, 2021. 17 

H. School Lead Testing Memorandum Account 18 

SGVWC proposes to close this surcharge account.231  Cal Advocates does not 19 

oppose this request. 20 

                                            
226 SGVWC's Response to Cal Advocates' DR JBQ-002. 
227 SGVWC's Response to Cal Advocates' DR JBQ-002. 
228 SGVWC Preliminary Statement F2. 
229 Direct testimony of Joel M. Reiker, p. 61 (table 13), and attachment N, A.22-01-003. 
230 SGVWC's Response to Cal Advocates' DR JBQ-002. 
231 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.232  In the last GRC, the 2 

Commission approved the amortization of the December 2018 balance recorded in this 3 

surcharge account.233  As of December 31, 2021, this account has a balance of 86.65.234  4 

In this GRC, SGVWC declared this balance as immaterial, and it should be closed.235 5 

The Commission should require SGVWC to close this surcharge account and 6 

remove its reference from the preliminary statement. 7 

I. Mains Project Balancing Account 8 
The Commission should require SGVWC to close this surcharge account and 9 

remove its reference from the preliminary statement. 10 

The purpose of this one-way balancing account is to track the amortization of the 11 

authorized $2,161,866 balance transferred from the Mains Project Memorandum 12 

Account.236 13 

As of December 31, 2021, this account has a balance of $74,643.237 The 14 

amortization of this balancing account ended in March 2022, after which SGVWC is 15 

supposed to transfer the residual balance to the Previously Authorized Balances 16 

Balancing Account (PABBA) and close this balancing account by advice letter request.238 17 

                                            
232 SGVWC Preliminary Statement Z. 
233 D.20-08-006, Ordering Paragraph No. 1, and Appendix C thereto, p. 78-80. 
234 SGVWC's Response to Cal Advocates' DR JBQ-002, Q.4. 
235 Direct testimony of Joel M. Reiker, p. 62, line 4-5. 
236 SGVWC Preliminary Statement S. 
237 SGVWC's Response to Cal Advocates' DR JBQ-002 Q.2, workpaper titled "FWC Mains Projects 
Balancing." 
238 SGVWC's Response to Cal Advocates' DR JBQ-002 Q.4. 
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On June 7, 2022, SGVWC submitted an advice letter to transfer the residual and to close 1 

the account.239 2 

Upon closing the surcharge account, the Commission should require SGVWC to 3 

remove its reference from its preliminary statement. 4 

J. Water Revenue Adjustment Mechanism (“WRAM”) 5 
Memorandum Account 6 

SGVWC proposes to continue this surcharge account following amortization.  Cal 7 

Advocates does not oppose this request but recommends renaming the account to 8 

“Conservation WRAM Memorandum Account”.   9 

The purpose of this surcharge account is to track the quantity rate revenues 10 

collected under Schedule FO-1C tiered rates against the revenues that would have been 11 

collected under a single block quantity rate.240 12 

In SGVWC's preliminary statement, this surcharge account is named as “WRAM 13 

Memorandum account,”241 whereas in SGVWC's witness Joel Reiker's testimony it is 14 

named as "Monterey WRAM Balancing Account."242  It is an inconsistency. Importantly, 15 

the calculation of this account is solely based on the impact of conservation rates, and the 16 

CPUC approved this mechanism for all utilities, not just for Monterey.  Thus, Cal 17 

Advocates recommends renaming it as "Conservation WRAM Memorandum Account" to 18 

avoid the confusion. 19 

As of August 2021, this account has an undercollection balance of $550,249, 20 

which SGVWC has proposed to amortize as surcharges.243 21 

                                            
239 Advice Letter 580. 
240 SGVWC Preliminary Statement H2. 
241 SGVWC Preliminary Statement H1. 
242 Direct testimony of Joel M. Reiker, p. 60 (table 10). 
243 Direct testimony of Joel M. Reiker, p. 61 (table 11), 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 decreased to $509,545.244 Cal Advocates does not disagree with 2 

the balance and recommends amortizing the undercollection through surcharges. 3 

The Commission should require SGVWC to rename the surcharge account as 4 

“Conservation WRAM Memorandum Account” and allow the Company to continue it 5 

following the amortization of the $509,545 balance through surcharges as of December 6 

31, 2021. 7 

K. Water Quality Litigation Memorandum 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 outside legal and consulting 11 

expenses for water quality litigation, as well as contamination proceeds that are not 12 

reflected in base rates and any amortization of such recorded balances.245 13 

As of August 2021, this account has an undercollection balance of $528,347, 14 

which SGVWC has proposed to amortize as surcharges.246 15 

Cal Advocates reviewed the balance up to December 2021 when the 16 

undercollection balance increased to $583,717.247 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 undercollection balance of $583,717 through surcharges 20 

as of December 2021. 21 

                                            
244 SGVWC's Response to Cal Advocates' DR JBQ-002. 
245 SGVWC Preliminary Statement I3. 
246 Direct testimony of Joel M. Reiker, p. 61 (table 11), and attachment N, A.22-01-003. 
247 SGVWC's Response to Cal Advocates' DR JBQ-002. 
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L. CA Alternative Rates for Water (“CARW”) Balancing 1 
Account 2 

SGVWC proposes to continue this surcharge account following amortization.  Cal 3 

Advocates does not oppose this request.   4 

The purpose of this surcharge account is to track the costs of the CARW program 5 

against the estimates reflected in rates, until “sufficient experience” with the CARW 6 

program is attained that such costs can be reliably forecasted in a GRC proceeding.248 7 

As of August 2021, this account has an undercollection balance of $503,944, 8 

which SGVWC has proposed to amortize as surcharges.249 9 

Cal Advocates reviewed the balance up to December 2021 when the 10 

undercollection balance increased to $510,183.250  Cal Advocates does not disagree with 11 

the balance and recommends amortizing the undercollection through surcharges. 12 

The Commission should allow SGVWC to continue this surcharge account 13 

following the amortization of the $510,183 undercollection balance through surcharges as 14 

of December 31, 2021. 15 

M. Power Cost Balancing Account 16 
SGVWC proposes to continue this surcharge account following amortization. The 17 

Commission should allow SGVWC to continue this account following the amortization 18 

of the $431,113 undercollection balance through surcharges as of December 31, 2021. 19 

The purpose of this surcharge account is to record the monthly difference between 20 

the cost of purchased water and the adopted cost reflected in rates so that these 21 

differences can be trued-up through rates.251 22 

                                            
248 SGVWC Preliminary Statement G2. 
249 Direct testimony of Joel M. Reiker, p. 61 (table 11), and attachment N, A.22-01-003. 
250 SGVWC's Response to Cal Advocates' DR JBQ-002. 
251 SGVWC Preliminary Statement P4. 
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As of August 2021, this account has an overcollection balance of $361,433, which 1 

SGVWC has proposed to refund to the ratepayers.252 2 

Cal Advocates reviewed the balance up to December 2021 when the balance 3 

turned to $431,113 undercollection due to increased purchased power costs.253  Cal 4 

Advocates does not disagree with this balance.254 This account should continue so the 5 

differences can be trued-up through rates after Commission review and approval.  6 

The Commission should require SGVWC to continue this surcharge account 7 

following the surcharge of the $431,113 under-collected balance as of December 31, 8 

2021. 9 

IV. CONCLUSION 10 

The Commission should require SGVWC to refund a total overcollection balance 11 

of $878,402 as of December 31, 2021, as a fixed monthly surcredit presented in Table 13-12 

1 of this testimony. 13 

Out of the 13 surcharge accounts reviewed in this GRC, Cal Advocates does not 14 

recommend a different balance compared to what is presented in SGVWC’s workpaper 15 

but opposes SGVWC’s proposal to amortize the balance of the PFAS Memorandum 16 

Account.    17 

Out of these 13 accounts, Cal Advocates recommends closing five accounts, and 18 

to continue the other six.  Cal Advocates recommends closing the following five 19 

accounts:   20 

1) Water Rights Memorandum Account 21 

2) A.19-01-001 Interim Rates Memorandum Account 22 

3) 2018 Tax Accounting Memorandum Account 23 

                                            
252 Direct testimony of Joel M. Reiker, p. 61 (table 13), and attachment N, A.22-01-003. 
253 SGVWC's Response to Cal Advocates' DR JBQ-007, Q.3. 
254 SGVWC's Response to Cal Advocates' DR JBQ-002. 
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4) Mains Project Balancing Account 1 

5) School Lead Testing Memorandum Account. 2 

Out of these 13 accounts, Cal Advocates recommends refunding the balance of the 3 

following three:   4 

1) Water Cost Balancing Account 5 

2) Conservation Program Balancing Account 6 

3) Previously Authorized Balances Balancing Account 7 

Among this list, the Water Cost Balancing Account carries the biggest impact with 8 

a recommended refund of $3,497,403 overcollection balance as of December 2021. Cal 9 

Advocates recommends renaming the “WRAM Memorandum Account” to 10 

“Conservation WRAM Memorandum Account.”11 
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Attachment 13-1: Balancing Accounts History  
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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 Fontana division.   4 

II. SUMMARY OF RECOMMENDATIONS  5 

The Commission should find the Fontana division of SGVWC to be compliant 6 

with the Commission’s General Order (“GO”) 103-A customer service performance 7 

standards.  8 

III. ANALYSIS 9 

After analyzing data reported by the Consumer Affairs Branch (“CAB”), GO 103-10 

A’s customer service performance criteria, and data reported directly from SGVWC, the 11 

Fontana division is compliant with the performance and reporting standards for customer 12 

service.  13 

A. CAB Customer Contacts  14 
CAB is responsible for assisting customers with billing and service inquires 15 

pertaining to their local utility.  The following are the relevant categories CAB used to 16 

define complaint types:255  17 

1) Complaints - Denote written consumer contacts in which the 18 
consumer is protesting or expressing dissatisfaction with an action or 19 
practice of the CPUC, or a regulated or non-regulated utility.  These include 20 
issues that may be outside the purview of CAB to investigate or outside the 21 
regulatory authority of the Commission.  These issues are not forwarded to 22 
the utility company for resolution but handled as a referral to the appropriate 23 
utility, CPUC division, entity, or closed outright with the appropriate letter 24 
of explanation. 25 

                                            
255 "Standard Disclosures for CAB Data" in an email from Reynolds, F. Alan from CAB. 
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 1 

2) Informal Complaints (IC) - Denote written consumer contacts 2 
expressing dissatisfaction with, or a dispute with a utility regarding issues 3 
within the regulatory authority of the CPUC.  These issues are forwarded to 4 
the utility company for investigation and response. 5 
 6 

3) Phone Contacts - Denote all consumer calls in reference to concerns, 7 
questions, and complaints related to utility companies.  These contacts are 8 
no longer coded as complaints, inquiries, etc.  9 

 10 
4) Inquiries - Denote written consumer contacts requesting facts and 11 
information for a situation. 12 

 13 

Table 14.1 below summarizes the customer contacts CAB received from 2017 to 14 

2021 for the Fontana division.256 15 

Table 14.1 – FWC CAB Customer Contacts 2017 to 2021 16 

Contact Type 2017 2018 2019 2020 2021 

Complaint 5 1 0* 0 1 

Informal 

Complaint 5 4 5 1 4* 

Phone Contact 31* 17* 11* 2* 5* 

Total 41 22 16 3 10 
*Contacts do not include data for which the specific division the contact was for could not be 

determined. 

B. Customer Complaints Received by SGVWC  17 
San Gabriel has a written procedure for handling customer complaints. When a 18 

customer calls for an inquiry, a customer service representative (“CSR”) will speak to 19 

them to resolve the issue.  If the issue remains unresolved, then a Field Service Operator 20 

(“FSO”) visits the customer and, based on the type of complaint (taste and order, 21 

                                            
256 Attachment 14-1 (Data received in an email from CAB from Reynolds, F. Alan on 2/17/2022) 
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turbidity, pressure, sand, air/milky/cloudy, bill inquiries, leaks, miscellaneous), will try to 1 

identify and troubleshoot the problem.  Regardless of whether a resolution is provided, 2 

the customer service manager follows up with the customer by phone to confirm 3 

customer satisfaction.257 The Fontana division provided data for the service complaints 4 

received directly from customers.  5 

Table 14.2 below summarizes the service complaints received from 2017 to 2021 6 

from Fontana division customers.258 7 

Table 14.2 – FWC Service Complaints 2017 to 2021 8 

Cause     2017 2018 2019 2020 2021 

Taste & Odor 9 9 3 11 2 

Turbidity 0 0 0 0 0 

Pressure (High or Low) 224 215 214 238 117 

Sand 4 1 2 1 2 

Air-Milky-Cloudy 1 2 2 5 1 

Bill Inquiries 1,164 1,338 1,073 938 984 

Leaks - Mains 97 187 146 125 152 

Leaks - Services 193 136 29 45 86 

Leaks - Hydrants 84 82 49 52 40 

Misc. / Other 

Complaints 0 4 0 0 0 

Total 1,776 1,974 1,518 1,415 1,384 

                                            
257 EXHIBIT SG-3 (Fontana Water Company Division) CHAPTER 12: Rates and Service.  

 
258 Attachment 14-2 (CHA-003 FWC -2&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 response to 3 

customer and regulatory complaints.  4 

Table 14.3 below summarizes the year-to-date customer service performance 5 

standards 2017 to 2021 for the Fontana division.259 The standards are all in compliance 6 

with the goals of GO 103-A. 7 

Table 14.3 – FWC Customer Service Performance Standards 8 

  Goal 2017 2018 2019 2020 2021 

Phone System              

Total Calls Received  -  52,422 53,511  57,151  37,921  21,013 

# Of Calls Answered in 

30 Seconds -  51,523 52,811  56,353  37,263  20,869 

% Of Calls Answered in 

30 Seconds   > or = 80.0%  98.3% 98.7%  98.6%  98.3%  99.3% 

# Of Calls Abandoned  -  899 700  798  658  144 

% Of Abandonment 

Rate  < or = 5.0%  1.7% 1.3%  1.4%  1.7% 0.7% 

Billing             

Total Bills Scheduled to 

Run - 560,728  568,143  571,854  571,909  576,997 

Total Bills Rendered  - 560,728  568,143  571,854  571,909  576,997 

% Bills Rendered In 7 

days > or = 99.0% 100%  100%   100%  100%  100% 

Inaccurate Bills 

Rendered -  660  422  435  443  457 

                                            
259 Attachment 14-3 (CHA-016 ATTACHMENT 1 in response to DR CHA-016 Customer Service). 
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  Goal 2017 2018 2019 2020 2021 

% Of Inaccurate Bills 

Rendered < or = 3.0%  0.1%  0.1%  0.1%  0.1%  0.1% 

Payments              

Total Payments Posted -  553,532  565,345  570,075  535,247  524,311 

Payment Posting Errors -  11  15  7  10  9 

% Of Payment Posting 

Errors < or = 1.0%  .0%  0%  0%  0%  0% 

Meter Reading              

Total Number of Meter 

Reads Scheduled -  581,163  585,623  588,867  591,764  595,849 

Total Scheduled Reads 

Not Read -  1,562  1,287  1,336  1,445  1,173 

% Meters Not Read < or = 3.0%  0.3%  0.2%  0.2%  0.2%  0.2% 

Work Order 

Completion -           

Total Work Orders 

Scheduled -  17,302  20,739  15,603  6,246  6,113 

# Scheduled Orders 

Missed -  0  0  0  0  0 

% Of Scheduled 

Appointments Missed < or = 5.0%  0%  0%  0%  0%  0% 

Total Customer 

Requested Work Orders -  1,638  1,599  1,389  1,016  1,121 

# Customer Requested 

Scheduled Orders 

Missed -  0  5  12  0  0 



14-6 

  Goal 2017 2018 2019 2020 2021 

% Customer Requested 

Scheduled Orders 

Missed < or = 5.0%  0%  0.3% 0.9%  0%  0% 

CAB Complaints             

Total # of 

Connections/Customers -  187,008  47,304  46,882  49,660  48,370 

# Of Complaints to 

Utility from CAB -  5  4  4  0  0 

% Of Complaints to 

Utility from CAB < or = 0.10%  0%  0%  .01%  0%  0% 

IV. CONCLUSION  1 

The Fontana division of SGVWC 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 FWC -2&3 (in response to 
CHA-003 Customer Service Question #2) 
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Attachment 14-3: CHA-016 ATTACHMENT 1 (in response 
to CHA-016 Customer Service Question #1)  
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CHAPTER 15 WATER QUALITY 1 

I. INTRODUCTION  2 

This chapter presents the analysis and recommendations of Cal Advocates 3 

regarding the water quality of SGVWC's Fontana division.   4 

II. SUMMARY OF RECOMMENDATIONS  5 

The Commission should find the Fontana division water system of SGVWC to be 6 

compliant with the applicable water quality standards.  7 

III. ANALYSIS  8 

The Fontana division consists of the Fontana water system. The main sources of 9 

groundwater for customers are the Chino Basin, Rialto Basin, and Lytle Creek Basin. 10 

Local surface water is sourced from Lytle Creek and untreated surface water from the 11 

State Water Project.260 Groundwater makes up 60% of the water supply, 15% comprised 12 

of local surface water, and the remaining 25% water comes from the State Water 13 

Project.261 According to the most recent Consumer Confidence reports from 2019 and 14 

2020, the Fontana division is following all applicable drinking regulations.  There are no 15 

current outstanding violations based on the Safe Drinking Water Information System for 16 

the Division of Drinking Water.262  17 

                                            
260 EXHIBIT SG-7 (Swift) SECTION IV. 
261 EXHIBIT SG-7 (Swift) ATTACHMENT D. 
262 https://sdwis.waterboards.ca.gov/PDWW/ 
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A. Violations Since the Last GRC (2019)  1 
Since the last GRC, no violations have occurred in the Fontana division.  SCVWC 2 

provided this information as part of its application,263 and this information was verified 3 

on DDW’s website. 4 

B. Water Treatment  5 
Currently, the Fontana division has 29 active groundwater wells. Fontana division 6 

uses a Supervisory Control and Data Acquisition (“SCADA”) system to keep well water 7 

safe for customer use.  To ensure the Maximum Contaminant Level (“MCL”) does not 8 

exceed 80%, Fontana division has installed nitrate analyzers which work in conjunction 9 

with the SCADA system to automatically shut off wells if the MCL is exceeded.  The 10 

Fontana division also uses chlorine analyzers and pumps with the SCADA system to 11 

automatically shut off wells if the chlorine level is not within the specified range.  12 

Fontana division reported that 14 of its wells were contaminated with nitrate that either 13 

exceeded, was equal to, or almost exceeded the MCL of 10 parts per million.264 To 14 

mitigate contamination, the division has installed nitrate analyzers in several wells, 15 

including 07A, 07B, 17B, 17C, 24A, and 26A, as well as packers in 23A and 44B. 16 

Additionally, some contaminated wells have already begun blending, while others are 17 

waiting for approval from DDW to combine water from multiple wells to meet the 18 

permissible water quality criteria.265 Cal Advocates examines SGVWC's proposed capital 19 

projects to address the nitrate pollution in Chapter 7. 20 

 21 

                                            
263 EXHIBIT SG-6 (Reiker) APPENDIX A (MDRs) SECTION II Testimony Requirements – G.  
264 EXHIBIT SG-7 (Swift) SECTION III. Water Supply and Treatment.  
265 Attachment 15-1 (CHA-015 Nitrate Spreadsheet in response to DR CHA-015 Water Quality). 
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IV. CONCLUSION  1 

The Commission should find SGVWC’s Fontana division water systems to be in 2 

compliance with the applicable water quality standards.3 
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Attachment 15-1: CHA-015 Nitrate Spreadsheet (in 
response to CHA-015 Water Quality Question #1) 

 

  



15-5 



16-1 

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.266 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 70%/30% 14 
to quantity and fixed charges, respectively. 15 

III. ANALYSIS  16 

A. Revenue Allocation 17 
In the FWC division, the revenue allocation is split 70%/30% to quantity and fixed 18 

charges, respectively.  This is the same revenue allocation approved for the FWC division 19 

in D.20-08-006.  The Commission should retain the current revenue allocation as it 20 

reasonably promotes conservation and affordability in the FWC division. 21 

                                            
266 D.20-08-047, p. 106. 
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B. Tier Design 1 
SGVWC proposes to retain the current 2-tier tiered residential metered services 2 

(“conservation rate design”) in the FWC division with a tier break established at 14 3 

CCF.267  However, a 2-tier tiered structure may not be sufficient to advance conservation 4 

when California may face mandatory water use restrictions and voluntary water use 5 

reduction has not been effective as explained in Chapter 2 of this report.  The 6 

Commission should adopt a 3-tiered meter services to send a stronger conservation price 7 

signal and to provide affordable options for baseline water use.  8 

Table 16-1: FWC Division Tier Design 9 

 10 

Cal Advocates’ recommendation on rate design in this chapter and the 11 

conservation expense budget in CHAPTER 5 of this report helps advance the utility’s and 12 

the ratepayers’ conservation efforts.  SGVWC is responsible for improving the 13 

conservation outcomes and to meet the Governor’s Executive Order (N-10-21) with the 14 

conservation expense budget and the conservation rate design.  The rate design includes 15 

funding for conservation programs and the utility is responsible for the proper 16 

implementation of conservation programs and for improving conservation outcomes.  17 

1. Tier 1 Breakpoint 18 
The Commission ordered water utilities to provide analysis in their next GRC to 19 

determine the appropriate Tier 1 breakpoint that is not less than the monthly baseline 20 

                                            
267 Exhibit SG-6 (Reiker), p.51. 
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quantity of water necessary for basic human needs for each ratemaking area.268  The 1 

Commission further explained that 6 CCF per household (of three), or 2 CCF per month 2 

per person, is the minimum monthly quantity of water that should be allocated to Tier 1 3 

of a conservation-oriented rate design.269 4 

SGVWC completed a household population estimate in 2020 and estimates that, 5 

on average, there are 4.9 persons per household in the FWC division.270  In 2020, the 6 

FWC division served 48,185 connections with an estimated population of 236,754 7 

people.271  The Commission should adopt a Tier 1 breakpoint at 10 CCF in the FWC 8 

division, which effectively allocates a reasonable quantity of water to Tier 1 of a 9 

conservation oriented rate design.  10 

2. Tier 2 Breakpoint 11 
The Commission should adopt a Tier 2 breakpoint at the 85th percentile of the 12 

monthly average water use, thereby capturing the highest 15% of consumption in Tier 3.  13 

This provides a standardized basis for establishing tier breakpoints and has good 14 

customer communication/education properties as well as encouraging conservation.  Tier 15 

3 will capture ratepayers that do not meet Governor Newsom’s voluntary water reduction 16 

goals in TY 2023-2024; the utility needs to follow up with customers in Tier 3 to promote 17 

stronger conservation efforts.272  To wit: if you are in Tier 3, it means you are in the top 18 

15% of water users.  Please consider ways you can use water more efficiently.   19 

To determine the appropriate Tier 2 breakpoint, Cal Advocates conducted a sales 20 

distribution analysis, based on FWC division’s single-family residential customers’ 21 

                                            
268 D.20-08-047, Ordering Paragraph No.2.  
269 Based on the standards established in California Water Code Section 10609.4(a).  
270 Exhibit SG-7 (Swift), Attachment A. 
271 236,754 people / 48,185 number of customers/households = 4.9 people per household. 
272 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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average monthly consumption over the 2019 – 2021 period, in finding the appropriate tier 1 

breakpoint that fits the 85th percentile of monthly consumption.  As such, the 2 

Commission should adopt a Tier 2 breakpoint at 21 CCF in the FWC division. 3 

3. Implementing a Third Tier 4 
The Commission should adopt a third tier (21 CCF and above) in tiered metered 5 

services to further advance the State’s conservation goals.  There is uncertainty as to 6 

whether ratepayers will be able to meet the State’s potential water use reduction mandate.  7 

The exact mandatory water use reduction percentage is unknown at the time of filing this 8 

report.  In January 2014, then California Governor Brown set a 20% voluntary water use 9 

reduction goal as part of declaring a drought emergency.273  The State had trouble 10 

reaching this voluntary goal and under Executive Order B-29-15, Governor Brown 11 

imposed a water use restriction mandate to achieve a statewide 25% reduction in potable 12 

urban water usage compared to 2013 levels.274  These restrictions were in place until 13 

April 2017, when Governor Brown lifted drought emergency restrictions for most of 14 

California.275  Similarly, Governor Newsom may establish a mandatory use reduction 15 

goal higher than the current voluntary use reduction goal of 15%.276  The sales forecast in 16 

Chapter 2 accounts for this 15% water use reduction in TY 2023-2024.   If Governor 17 

Newsom imposes a higher percentage of mandatory water use reduction, then SGVWC’s 18 

current 2-tier conservation rate design may not adequately meet conservation goals.  By 19 

implementing a third tier, the Commission will reduce rates for users who conserve water 20 

and send a stronger conservation price signal to higher water users.  21 

                                            
273 https://www.nytimes.com/2015/04/02/us/california-imposes-first-ever-water-restrictions-to-deal-with-
drought.html 
274 https://www.ca.gov/archive/gov39/wp-content/uploads/2017/09/4.1.15_Executive_Order.pdf 
275 https://www.npr.org/sections/thetwo-way/2017/04/07/523031241/gov-jerry-brown-lifts-drought-
emergency-for-most-of-california 
276 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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SGVWC’s historical sales data indicates that FWC division’s residential 1 

ratepayers did not reach the targeted 25% water use reduction throughout the drought 2 

restricted period.  FWC residential ratepayers did manage to get close to the target 3 

reduction over a two-year period when comparing 2015-2016’s consumption with 2013’s 4 

consumption.  Table 16-2 below summarizes FWC division’s residential consumption 5 

between 2011 and 2020. 6 

Table 16-2: FWC Division’s Residential Consumption (2011-2020) 7 

 8 
There is uncertainty as to whether ratepayers can meet the mandatory water use 9 

reduction level Governor Newsom plans to implement by TY 2023-2024 under the 10 

current 2-tier conservation rate design also implemented during Governor Brown’s 11 

mandatory water use restrictions.  While mandatory use restrictions can effectively 12 

reduce consumption, it may not reach the levels originally intended and more than one 13 

year may be required to reach the target.  Implementing a third tier in the conservation 14 

rate design will better help meet conservation goals. 15 

C. Rate Ratios  16 
The Commission should adopt the following rate ratio to complement the three-17 

tiered meter services, summarized below.  18 
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Tiers Rate Ratio 

Tier 1 86% of SQR 

Tier 2 Standard Quantity Rate (SQR) 

Tier 3 150% of SQR 

 1 

The Tier 1’s rate ratio is calculated as the plug-in rate to maintain revenue 2 

neutrality in the rate design.  Tier 3’s rate ratio is set at 150% of the Standard Quantity 3 

Rate (“SQR”) to send a strong price signal to promote and increase conservation.  Tier 4 

2’s rate ratio is set at the SQR to ensure that Tier 2 incorporates a basic allocation for 5 

affordable indoor and outdoor water usage.  Based on SGVWC’s original application’s 6 

revenue requirement and the TY 2023-2024 sales forecast recommendation in Chapter 2, 7 

the following Table 16-3 illustrates the resulting rates.277 8 

Table 16-3: FWC Division Rate Ratios & Rates 9 

D. Rate Design Average Bill Analysis 10 
Table 16-4 through 16-6 below summarizes the average bill analysis for 11 

residential customers using 10 CCF, 14 CCF, 21 CCF, and 26 CCF per month under a 12 

three-tier conservation rate design.  The revenue requirement used in the rate design 13 

calculation is based on SGVWC’s original revenue requirement request in the application 14 

and the sales forecast recommendation in Chapter 2.   15 

                                            
277 The actual rates recommended by Cal Advocates are lower as they reflect a lower recommended 
Revenue Requirement. 
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Table 16-4: FWC Division’s 3 Tier Conservation Rate Design Bill Analysis 1 

 2 
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Table 16-5: FWC Division’s 2 Tier Conservation Rate Design Bill Analysis 1 

 2 

 3 

Table 16-6: FWC Division’s Rate Design Impact 4 

 5 

 6 
 Ratepayers who can stay within Tier 1 consumption will receive a bill decrease 7 

around 9% under a 3-Tier conservation rate design when compared to the traditional 2-8 

Tier conservation rate design.  Ratepayers who do not manage to reduce water use will 9 
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see a bill increase.  For example, ratepayers in the 90th percentile of water users (26 CCF) 1 

will see a 30% increase to their average monthly bill.   2 

A 3-Tier conservation rate design will encourage the average residential customer 3 

in FWC to conserve more.  Despite having similar household population size, the average 4 

FWC residential customer tends to use 2 CCFs more water monthly when compared to 5 

the average LA residential customer.278  A 3-Tier conservation rate design will send an 6 

appropriate price signal and better promote conservation to the average FWC residential 7 

customer.   8 

E. Customer Assistance Program Discount 9 
The Commission should adopt SGVWC’s request to increase the monthly CAP 10 

discount for customers enrolled in the Customer Assistance Program (“CAP”) to offset 11 

the credit/debit card program’s cost.  The recommended credit/debit card program budget 12 

is discussed in Special Request No.5: Credit/Debit Card Program in Cal Advocates 13 

Report on the General Office.  Under the provisions of Public Utilities Code Section 14 

755.5, the cost of the credit/debit card program may not be passed on to customers 15 

participating in San Gabriel’s CAP.  As the cost of the program will be recovered in base 16 

rates, SGVWC proposes to increase the monthly CAP discount for customers enrolled in 17 

the CAP program equivalent to the monthly incremental base rate impact of the 18 

credit/debit card program, thereby shielding CAP customers from having to pay for the 19 

cost of the program.  The CAP discount will increase by $0.53 per month to offset the 20 

credit/debit card program’s base rate impact; the adjustment is based on Cal Advocates’ 21 

forecast of the program’s cost. 22 

                                            
278 SGVWC estimates that there are 5.2 and 4.9 people per household in the LA and FWC division, 
respectively.  Meanwhile, the average household in the LA and FWC division uses 12 and 14 CCF of 
water per month, respectively. 
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IV. CONCLUSION  1 

The Commission should adopt a Tier 1 breakpoint at 10 CCF and require the utility 2 

to implement a third tier for residential tiered meter services to better meet the State’s 3 

conservation initiatives.  The Commission should adopt Cal Advocates’ recommended rate 4 

ratio which complements the three-tiered metered services rate design.5 
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CHAPTER 17 ESCALATION YEAR INCREASES 1 

I. INTRODUCTION   2 

This chapter presents Cal Advocates’ recommendation for San Gabriel’s post-test 3 

year revenue requirement mechanism. For escalation and attrition filings, Class A Water 4 

Utilities should file a Tier 2 advice letter proposing new revenue requirements.279 Advice 5 

letters should follow the escalation procedures set forth in the Revised Rate Case Plan 6 

(“RRCP”) and must include supporting workpapers.280 The Commission should require 7 

San Gabriel to implement a post-test year revenue requirement mechanism to adjust the 8 

escalation years 2024-2025 and 2025-2026 revenue requirement whether San Gabriel is 9 

over-earning or under-earning. 10 

II. SUMMARY OF RECOMMENDATIONS 11 

For SGVWC’s 2024-2025 and 2025-2026 escalation/attrition year filings, the 12 

Commission should require San Gabriel to file a Tier 2 advice letter proposing new 13 

revenue requirements and corresponding revised tariff schedules whether the filing results 14 

in an 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 Plan281 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 

                                            
279 See General Order 96-B, Section 7.3.2. 
280 D.07-05-062. 
281 D.07-05-062, Appendix A. 
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1, 2025, respectively, and will apply to service rendered on and after their effective 1 
dates. The proposed revisions to revenue requirements and rates must be reviewed 2 
by the Commission’s Water Division (“Water Division”). The Water 3 
Division must inform the Commission if it finds that the revised rates do not 4 
conform to the Revised Rate Case Plan, this order, or other Commission decisions, 5 
and if so, reject the filing. 6 

III. ANALYSIS  7 

The RRCP does not require Class A Water Utilities to file escalation advice letter 8 

to revise revenue requirements and tariff schedules in between the Test Years of a GRC.  9 

However, if the decision in this proceeding does not require San Gabriel to file 10 

escalation/attrition year revisions, San Gabriel may choose to file escalation advice letters 11 

only during the years it is under-earning, while choosing not to file attrition advice letters 12 

during the years in which it is over-earning, thereby avoiding any rate decrease regardless 13 

of how much, or how often it may be over-earning. 14 

The Commission should do this to mitigate the upward trend in customer bill 15 

increases to help ensure that customer rates in the LA division remain affordable.  The 16 

following graph shows a comparison of cumulative increase of average customer rates 17 

with that of the inflation over the past few years (2016-2021). 18 

 19 
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 1 

The Commission should require San Gabriel to submit an earnings test before 2 

authorizing Escalation or Attrition Year increases. If San Gabriel is over-earning, the 3 

Commission should require San Gabriel to file for the appropriate rate decrease. 4 

The Commission has the authority to require downward adjustments if the utility 5 

is over-earning. The Commission’s decision for California-American Water Company’s 6 

2012 GRC included such a requirement, stating in Ordering Paragraph No. 7: 7 
 8 
For escalation years 2013 and 2014, California American Water Company shall 9 
file Tier 2 advice letters in conformance with General Order 96-B proposing a new 10 
revenue requirement and corresponding revised tariff schedules for each district. 11 
The filings shall include rate procedures set forth in the Commission’s Revised 12 
Rate Case Plan (D.07-05-062) for Class A Water Utilities and shall include 13 
appropriate supporting workpapers. The revised tariff schedules shall take effect 14 
no earlier than January 1, 2013 and January 1, 2014, respectively, and shall apply 15 
to service rendered on and after their effective dates. The proposed revisions to 16 
revenue requirements and rates shall be reviewed by the Commission’s Division 17 
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of Water and Audits (DWA). DWA shall inform the Commission if it finds that 1 
the revised rates do not conform to the Revised Rate Case Plan, this order, or other 2 
Commission decisions, and if so, reject the filing.282 3 

IV. CONCLUSION  4 

For San Gabriel’s 2024-2025 and 2025-2026 escalation/attrition year filings, the 5 

Commission should require San Gabriel to file a Tier 2 advice letter proposing new 6 

revenue requirements and corresponding revised tariff schedules whether the filing 7 

results in an increase or decrease in tariff rates. 8 

                                            
282 D.12-06-016, Ordering Paragraph 7. 
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Appendix-A: Qualifications of Witnesses  
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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 


