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12 

3. How decoupling improves affordability 

4B? >?G;H> J;Z?LHM C>?HNCU?> CH 3?=NCIH ^ =;LLS CGJILN;HN CGJFC=;NCIHM @IL Q;N?L L;N? >?MCAH 

;H> ;WIL>;<CFCNSj #S ?P?LS JLIRS ;H;FST?> B?L?y$"1 J;LNC=CJ;NCIHk BIG? MCT?k FIN MCT?k 

JL?M?H=?v;<M?H=? I@ MQCGGCHA JIIFMk ;H> JLIJ?LNS P;FO?yNIN;F Q;N?L =IHMOGJNCIH ;H> J?;E 

Q;N?L =IHMOGJNCIH =ILL?F;N? JIMCNCP?FS QCNB BIOM?BIF> UH;H=C;F L?MIOL=?M CH $;F 7;N?LrM 

=OMNIG?L <;M?j 4B?M? >CW?L?H=?M CH Q;N?L >?G;H> ;L? I@N?H KOCN? MO<MN;HNC;Fj 

4BCM M?=NCIH >CM=OMM?M NB? FCE?FS ?W?=NM I@ L;N? >?=IOJFCHA @IL =OMNIG?LwF?P?F ;WIL>;<CFCNS 

CGJFC?> <S NB? ;AAL?A;N? >?G;H> J;Z?LHM MBIQH CH 3?=NCIH ^j 

3.1 Rate design and affordability 

"M >CM=OMM?> CH 3?=NCIH ]k L;N? >?=IOJFCHA ?H=IOL;A?M L?MIOL=? ?X=C?H=S <S ;FFIQCHA ONCFCNC?M NI 

G;H;A? L?P?HO? LCMEM ;MMI=C;N?> QCNB =IHM?LP;NCIH G?;MOL?Mj 'IL Q;N?L ONCFCNC?Mk MO=B 

=IHM?LP;NCIH G?;MOL?M CH=FO>? JLIAL?MMCP? JLC=CHAj 4B? FCHE <?NQ??H BIOM?BIF> CH=IG? ;H> 

>CM=L?NCIH;LS Q;N?L =IHMOGJNCIH @IOH> CH J;MN L?M?;L=B ;H> ;XLG?> CH NB? JL?M?HN ;H;FSMCM 

CH>C=;N?M NB;N ONCFCNS L;N? MNLO=NOL?M =;H MCAHCU=;HNFS ;W?=N NB? L?F;NCP? <OL>?H NB;N Q;N?L ONCFCNS 

M?LPC=? =IMNM JF;=? IH FIQwCH=IG? =OMNIG?LM o#OLA?L ?N ;Fj ^\^\m 1;Z?LMIH ;H> %ISF? ^\^_m 

2OCDMk :CGG?LG;HHk ;H> P;H >?H #?LA ^\\dpj 2;N?M MNLO=NOL?M QCNB GI>?MN JLC=?M @IL <;MC= 

PIFOG?M ;H> MN??JFS CH=FCHCHA JLC=?M ;N BCAB?L PIFOG?M =;H JLIGIN? L?MIOL=? ?X=C?H=S QBCF? 

;FMI ;>>L?MMCHA ;WIL>;<CFCNS ;H> ?KOCNS o$B;JJ?FF? ;H> );H;E ^\^]pj *N CM HIQ QC>?FS 

L?=IAHCT?> NB;N NBCM ECH> I@ JLIAL?MMCP? JLC=CHAyNB;N CMk JLC=?M NB;N L;CM? G;LACH;F OHCN =IMNM ;M 

=IHMOGJNCIH CH=L?;M?MyCM ;H ?MJ?=C;FFS OM?@OF G?;HM I@ ;>>L?MMCHA Q;N?L ;WIL>;<CFCNS <?=;OM? 

CN >I?M HIN CHPIFP? NB? MCAHCU=;HN ;>GCHCMNL;NCP? =IMNM ;H> <OL>?HM NB;N ;==IGJ;HS CH=IG?w

KO;FCU?> ;MMCMN;H=? JLIAL;GM o"77" ^\^^pj  

3.1.1. Decoupling and affordability 

B? J; M I@ Q;N?L =IHMOGJNCIH L?P?;F?> CH 3?=NCIH ^ CH>C=;N? NB;N >?=IOJFCHA =;H B;P? 

MCAHCU=;HN >CMNLC<ONCIH;F =IHM?KO?H=?M ;H> ;WIL>;<CFCNS CGJ;=NMj %?=IOJFCHA ;FFIQM GIL? 

JLIAL?MMCP? JLC=?Mk QBC=B L?MOFNM CH FIQ?L ;P?L;A? <CFFM @IL =OMNIG?LM QCNB FIQ?L ;P?L;A? 

;H> J?;E >?G;H>Mj #S NB? M;G? NIE?Hk >?=IOJFCHA F?;>M NI BCAB?L ;P?L;A? <CFFM @IL 

=OMNIG?LM QCNB BCAB?L ;P?L;A? ;H> J?;E >?G;H>Mj 4B? MNLIHAk JIMCNCP? =ILL?F;NCIHM 

<?NQ??H Q;N?L >?G;H> ;H> CH=IG? JLIRC?M CH 3?=NCIH ^ CH>C=;N? NB;N >?=IOJFCHA QCFFk IH 

;P?L;A?k >CMNLC<ON? L?F;NCP? L;N? <OL>?HM @LIG F?MM ;YO?HN NI GIL? ;YO?HN =OMNIG?LMj  

3.1.2. Understanding outliers: what about older fixtures and larger families? 

"FNBIOAB Q;N?L =IHMOGJNCIH J;Z?LHM =F?;LFS ;H> MCAHCU=;HNFS =ILL?F;N? JIMCNCP?FS QCNB 

CH=IG? JLIRC?M ;=LIMM $;F 7;N?LrM =OMNIG?L <;M?k CN CM CGJILN;HN NI L?=IAHCT? NB;N NB? 

=ILL?F;NCIH CM HIN J?L@?=Nj 4B? L?F;NCIHMBCJ <?NQ??H Q;N?L >?G;H> ;H> ;YO?H=? CM 

JLI<;<CFCMNC=k HIN >?N?LGCHCMNC=j +OMN ;M HIN ;FF MGIE?LM MOW?L @LIG FOHA =;H=?Lk G;HS BCABw

CH=IG? =OMNIG?LM OM? Q;N?L =IHM?LP;NCP?FS ;H> G;HS FIQwCH=IG? =OMNIG?LM OM? BCAB 

PIFOG?M I@ Q;N?Lj 3IG? FIQ?LwCH=IG? =OMNIG?LM G;S OM? GIL? Q;N?L >O? NI IF>?Lk 

4B? J;Z?LHM I@ Q;N?L =IHMOGJNCIH L?P?;F?> CH 3?=NCIH ^ CH>C=;N? NB;N >?=IOJFCHA =;H B;P? 

MCAHCU=;HN >CMNLC<ONCIH;F =IHM?KO?H=?M ;H> ;WIL>;<CFCNS CGJ;=NMj %?=IOJFCHA ;FFIQM GIL? 

JLIAL?MMCP? JLC=?Mk QBC=B L?MOFNM CH FIQ?L ;P?L;A? <CFFM @IL =OMNIG?LM QCNB FIQ?L ;P?L;A? 

;H> J?;E >?G;H>Mj #S NB? M;G? NIE?Hk >?=IOJFCHA F?;>M NI BCAB?L ;P?L;A? <CFFM @IL 

=OMNIG?LM QCNB BCAB?L ;P?L;A? ;H> J?;E >?G;H>Mj 4B? MNLIHAk JIMCNCP? =ILL?F;NCIHM 

<?NQ??H Q;N?L >?G;H> ;H> CH=IG? JLIRC?M CH 3?=NCIH ^ CH>C=;N? NB;N >?=IOJFCHA QCFFk IH 

;P?L;A?k >CMNLC<ON? L?F;NCP? L;N? <OL>?HM @LIG F?MM ;YO?HN NI GIL? ;YO?HN =OMNIG?LMj  
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CH?X=C?HN URNOL?M ;H> ;JJFC;H=?Mk @IL ?R;GJF?j "FNBIOAB BIOM?BIF> CH=IG? =ILL?F;N?M

JIMCNCP?FS QCNB BIOM?BIF> MCT? CH NB? 5HCN?> 3N;N?Mk ; GCHILCNS I@ FIQwCH=IG? BIOM?BIF>M

QCNB F;LA? HOG<?LM I@ J?IJF? G;S OM? BCAB?L NB;H ;P?L;A? PIFOG?M I@ Q;N?L L?F;NCP? NI

BIOM?BIF>M I@ MCGCF;L CH=IG? F?P?FMj 'IL NBCM L?;MIHk $"1M ;L? CGJILN;HN =IGJF?G?HNM NI

L;N? MNLO=NOL?M ;M J;LN I@ ; Q;N?L ONCFCNSrM IP?L;FF ;WIL>;<CFCNS MNL;N?ASj

)IQ?P?Lk NB? L?F?P;HN KO?MNCIH CH ?P;FO;NCHA ;WIL>;<CFCNS @IL JOLJIM?M I@ L;N?wM?ZCHA CM

BIQ P;LCIOM L;N? >?MCAHM QCFF ;W?=N =OMNIG?LM I@ P;LSCHA CH=IG? ;H> Q?;FNB on average. 4B?

;H;FSMCM CH 3?=NCIH ^ G;E?M =F?;L NB;Nk IH ;P?L;A?k BCAB?LwCH=IG? =OMNIG?LM OM? MCAHCU=;HNFS

GIL? Q;N?L NB;H FIQ?LwCH=IG? =OMNIG?LMyJ;LNC=OF;LFS CH J?;E J?LCI>M QB?L? Q;N?L

=IHMOGJNCIH L?V?=NM >CM=L?NCIH;LS OM?y;H> GIL? JLIAL?MMCP? JLC=CHA QCFF L?MOFN CH FIQ?L

;P?L;A? <CFFM @IL FIQ?LwCH=IG? =OMNIG?LMj "FNBIOAB NB?L? ;L? =?LN;CH NI <? G;HS ?R=?JNCIHM

;=LIMM $;F 7;N?LrM F;LA? ;H> >CP?LM? =OMNIG?L <;M?k GIL? JLIAL?MMCP? JLC=CHA OH>?L

>?=IOJFCHA CM FCE?FS NI B;P? M;FON;LS IP?L;FF ;WIL>;<CFCNS CGJ;=NMj

3.2 Illustrations of rate impacts for representative customers

4I CFFOMNL;N? NB? FCE?FS >CMNLC<ONCIH;F ?W?=NM I@ >?=IOJFCHAk * JLID?=N NB? CGJ;=NM I@ NQI

;FN?LH;NCP? $;F 7;N?L L;N? MNLO=NOL?MyIH? =IHP?HNCIH;Fk IH? >?=IOJF?>y@IL MCR L?;F $;F 7;N?L

=OMNIG?LMj 4B?M? =OMNIG?LM Q?L? M?F?=N?> NI L?JL?M?HN P;LCIOM M?AG?HNM I@ NB? =OMNIG?L <;M?j

'IL ?;=B =OMNIG?Lk * L?JILN M?LPC=? >CMNLC=Nk G?N?L MCT?k ;MM?MM?> P;FO?k BIG? MCT?k FIN MCT?k ;H>

;P?L;A? Q;N?L =IHMOGJNCIH @LIG ^\]ew^\^^j * =;F=OF;N? BSJINB?NC=;F GIHNBFS ;H> ;HHO;F <CFFM

<;M?> IH ?;=B =OMNIG?LrM ;=NO;F Q;N?L =IHMOGJNCIH OH>?L NQI JLIJIM?> L;N? MNLO=NOL?M

JLIPC>?> <S $;F 7;N?L MN;W @IL ?;=B M?LPC=? >CMNLC=Nl IH? QCNB ;H> IH? QCNBION >?=IOJFCHAj 4B?

HIHw>?=IOJF?> L;N?M L;CM? NB? MB;L? I@ L?P?HO? =IFF?=N?> NBLIOAB NB? UR?> M?LPC=? =B;LA? <S

]\fk ;H> ;JJFS AL;>O;FFS CH=L?;MCHA PIFOG?NLC= NC?LM =IGJ;L?> NI NB? =OLL?HN L;N? >?MCAHj 4B?

>?=IOJF?> L;N?M CH=FO>? HI =B;HA?M NI NB? MB;L? I@ L?P?HO? =IFF?=N?> NBLIOAB NB? UR?> M?LPC=?

=B;LA?k ;H> ;JJFS GO=B GIL? MN??JFS CH=L?;MCHA NC?L?> PIFOG? =B;LA?M =IGJ;L?> NI NB? =OLL?HN

L;N? >?MCAHj * JL?M?HN NB? CFFOMNL;NCP? =;M?M CH CH=FCHCHA IL>?L I@ ^\]e ;MM?MM?> JLIJ?LNS P;FO?j

4B? JLIJ?LNS P;FO?M ;H> INB?L BIOM?BIF> CH=IG? JLIRC?M @IL NB?M? CFFOMNL;NCP? =;M?M A?H?L;FFS

=ILL?F;N? QCNB Q;N?L =IHMOGJNCIH CH Q;SM NB;N ;FCAH QCNB NB? <LI;>?L ;H;FSM?M JL?M?HN?> CH

3?=NCIH ^j "M Q? QCFF M??k >?=IOJFCHA CM ;MMI=C;N?> QCNB FIQ?L NIN;F <CFFM @IL NB? GIL? GI>?MN

JLIJ?LNC?M ;H> BCAB?L NIN;F <CFFM @IL NB? GIL? P;FO;<F? JLIJ?LNC?Mj

4B?M? JLIJ?LNS JLIUF?M ;H> Q;N?L =IHMOGJNCIH L?JILN?> B?L? CH=FO>? L?;F >;N;k <ON CH NB?

CHN?L?MN I@ =OMNIG?L JLCP;=S * >I HIN L?JILN MJ?=CU= ;>>L?MM?M ;H> NB? CG;A?M JLIPC>?> ;L? HIN

I@ NB? ;=NO;F JLIJ?LNC?Mj 2;NB?Lk NB? CG;A? NB;N ;==IGJ;HC?M ?;=B JLIUF? CM I@ ; >CW?L?HN

JLIJ?LNS CH $;FC@ILHC; NB;N CM MCGCF;L CH MCT?k P;FO?k ;H> ;JJ?;L;H=? NI NB? ;=NO;F JLIJ?LNS ;N NB?

FI=;NCIHj
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3.2.1. Decoupling impact: Example Customer 1

Property profile

District Stockton

Living space 1,048 sqft

Lot size 0.12 acres

Meter size 5/8 inch

2019 Assessed value $150,559

4BCM JLIJ?LNS CH 3NI=ENIH B;M ]k\`d MK@N I@ FCPCHA MJ;=? ;H> Q;M ;MM?MM?> ;N h]a\kaae CH ^\]ek

JOZCHA CN MCAHCU=;HNFS <?FIQ ;P?L;A? MCT? ;H> P;FO? QCNBCH $;F 7;N?LrM =OMNIG?L <;M?j 4BCM

=OMNIG?L J;LNC=CJ;N?> CH NB? FIQwCH=IG? $"1 CH ^\^\ ;H> ^\^]j "M 'CAOL? d MBIQMk NBCM

=OMNIG?L OM?> MCAHCU=;HNFS F?MM Q;N?L NB;H ;P?L;A? @IL $;F 7;N?L MCHAF?w@;GCFS L?MC>?HNC;F

=OMNIG?LM @LIG ^\]ew^\^^j .IL?IP?Lk NBCM =OMNIG?L ?W?=NCP?FS B;> HI MOGG?L >?G;H>

J?;Ek QCNB LIOABFS ?P?H Q;N?L =IHMOGJNCIH S?;LwLIOH>j "N NB?M? PIFOG?Mk this customer

would pay $182.19 less over the course of a year with the Stockton district’s decoupled rates

=IGJ;L?> QCNB NB? HIHw>?=IOJF?> ;FN?LH;NCP?j 4BCM L?>O=NCIH ;GIOHNM NI 14.9% lower

annual costs for this customer under rate decouplingj

Figure 8. Monthly water consumption for Example Customer 1, 2019-2022

Representative image
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3.2.2. Decoupling impact: Example Customer 2

Property profile

District Chico

Living space 1,144 sqft

Lot size 0.30 acres

Meter size 5/8 inch

2019 Assessed value $251,256

4BCM J;L=?F CH $BC=I B;M ]k]`` MK@N I@ FCPCHA MJ;=? ;H> CM MG;FF?L NB;H ;P?L;A?j *NM h^a]k^ab

;MM?MM?> P;FO? CH ^\]e CM ;JJLIRCG;N?FS ?KO;F NI NB? G?>C;H P;FO? @IL MCHAF?w@;GCFS

L?MC>?HNC;F =OMNIG?LM I@ $;F 7;N?Lj "M 'CAOL? e MBIQMk Q;N?L =IHMOGJNCIH ;N NBCM ;>>L?MM

MBIQ?> GCF> J?;ECHA IH ;P?L;A? @LIG ^\]ew^\^^k <ON IP?L;FF >?G;H> ;N NBCM FI=;NCIH Q;M

P?LS FIQ =IGJ;L?> NI ;P?L;A? @IL $;F 7;N?L MCHAF?w@;GCFS L?MC>?HNC;F =OMNIG?LM >OLCHA NBCM

J?LCI>k QCNB IHFS P?LS MFCABN J?;ECHAj "N NB?M? PIFOG?Mk this customer would pay $55.41 less

over the course of a year with the Chico district’s decoupled rates =IGJ;L?> QCNB NB? HIHw

>?=IOJF?> ;FN?LH;NCP?j 4BCM L?>O=NCIH ;GIOHNM NI 14.7% lower annual costs for this

customer under rate decouplingj

Figure 9. Monthly water consumption for Example Customer 2, 2019-2022

Representative image
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3.2.3. Decoupling impact: Example Customer 3

Property profile

District East Los Angeles

Living space 1,084 sqft

Lot size 0.12 acres

Meter size 5/8 inch

2019 Assessed value $509,590

4BCM .IHN?L?S 1;LE JLIJ?LNSrM ]k\d` MK@N I@ FCPCHA MJ;=? G;E?M CN ; MG;FF?L NB;H ;P?L;A?

BIG?k <ON CNM ha\ekae\ ;MM?MM?> P;FO? CH ^\]e CM MFCABNFS BCAB?L NB;H ;P?L;A? @IL $;F 7;N?LrM

MCHAF?w@;GCFS L?MC>?HNC;F =OMNIG?LMj 7;N?L =IHMOGJNCIH ;N NBCM FI=;NCIH Q;M MCAHCU=;HNFS

<?FIQ ;P?L;A? CH ^\]ew^\^^k QCNB FCZF? NI HI J?;ECHA oM?? 'CAOL? ]\pj "N NB?M? PIFOG?Mk this

customer would pay $53.98 less over the course of a year with the East Los Angeles district’s

decoupled rates =IGJ;L?> QCNB NB? HIHw>?=IOJF?> ;FN?LH;NCP?j 4BCM L?>O=NCIH ;GIOHNM NI 9.2%

lower annual costs for this customer under rate decouplingj

Figure 10. Monthly water consumption for Example Customer 3, 2019-2022

Representative image
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3.2.4. Decoupling impact: Example Customer 4

Property profile

District Westlake

Living space 2,668 sqft

Lot size 0.41 acres

Meter size 5/8 inch

2019 Assessed value $782,867

7CNB ^kbbd MK@N I@ FCPCHA MJ;=?k NBCM 7?MNF;E? 6CFF;A? JLIJ?LNS CM ;<ION IH? MN;H>;L>

>?PC;NCIH ;<IP? NB? G?;H CH CH>IIL MCT?k ;H> CNM j`] ;=L? FIN CM G;LE?>FS F;LA?L NB;H NB? j^a

;=L? ;P?L;A? @IL $;F 7;N?LrM MCHAF?w@;GCFS =OMNIG?LMj 4B? JLIJ?LNS ;FMI B;M ; MQCGGCHA

JIIFj *NM ^\]e ;MM?MM?> P;FO? I@ hcd^kdbc Q;M LIOABFS a\f BCAB?L NB;H ;P?L;A?j 7;N?L

=IHMOGJNCIH ;N NBCM FI=;NCIH Q;M MCAHCU=;HNFS ;<IP? ;P?L;A? CH ^\]ew^\^^k QCNB HIN;<F?

J?;ECHA CH NB? MOGG?L J?LCI> oM?? 'CAOL? ]]pj "N NB?M? PIFOG?Mk this customer would pay

$192.86 more over the course of a year with Westlake’s decoupled rates =IGJ;L?> QCNB NB? HIHw

>?=IOJF?> ;FN?LH;NCP?j 4BCM L?>O=NCIH ;GIOHNM NI 8.0% higher annual costs for this customer

under rate decouplingj

Figure 11. Monthly water consumption for Example Customer 4, 2019-2022

Representative image
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3.2.5. Decoupling impact: Example Customer 5

Property profile

District Livermore

Living space 2,851 sqft

Lot size 0.28 acres

Meter size 1 inch

2019 Assessed value $1,087,287

7CNB ^kda] MK@N I@ FCPCHA ;L?; ;H> ; F;LA? <;=ES;L> JIIF ;H> BIN NO<k NBCM -CP?LGIL? JLIJ?LNS

Q;M P;FO?> ;N h]j] GCFFCIH CH ^\]eyLIOABFS @IOL NCG?M BCAB?L NB;H NB? G?>C;H BIG? JLC=?

@IL MCHAF?w@;GCFS L?MC>?HNC;F =OMNIG?LM CH $;F 7;N?LrM M?LPC=? ;L?;j 'CAOL? ]^ MBIQM NB;N

Q;N?L =IHMOGJNCIH ;N NBCM FI=;NCIH Q;M MCAHCU=;HNFS BCAB?L NB;H ;P?L;A? @LIG ^\]ew^\^^k

QCNB MB;LJFS BCAB?L J?;ECHA >OLCHA NB? MOGG?L GIHNBMj "N NB?M? PIFOG?Mk this customer

would pay $470.15 more over the course of a year with the district’s decoupled rates =IGJ;L?> QCNB

NB? HIHw>?=IOJF?> ;FN?LH;NCP?j 4BCM CH=L?;M? ;GIOHNM NI 15.9% higher annual costs for this

customer under rate decouplingj

Figure 12. Monthly water consumption for Example Customer 5, 2019-2022

Representative image
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3.2.6. Decoupling impact: Example Customer 6

Property profile

District Los Altos

Living space 3,884 sqft

Lot size 0.40 acres

Meter size 1 inch

2019 Assessed value $1,809,397

4BCM -IM "FNIM J;L=?FrM _kdd` MK@N I@ FCPCHA ;L?; G;E?M CN NQI MN;H>;L> >?PC;NCIHM F;LA?L NB;H

NB? ;P?L;A? $;F 7;N?L MCHAF?w@;GCFS L?MC>?HNC;F =OMNIG?Lk ;H> CNM \j`\ ;=L? FIN CM H?;LFS NBL??

NCG?M F;LA?L NB;H NB? G?>C;H =OMNIG?LrM FIN MCT?j 4B? BIG? ;FMI B;M ; MQCGGCHA JIIF ;H>

MCAHCU=;HN F;H>M=;JCHAk ;H> Q;M P;FO?> ;N h]jd GCFFCIH CH ^\]eyGIL? NB;H NBL?? NCG?M NB?

;P?L;A? @IL MCHAF?w@;GCFS L?MC>?HNC;F =OMNIG?LM CH $;F 7;N?LrM M?LPC=? ;L?;j 'CAOL? ]_ MBIQM

NB;N Q;N?L =IHMOGJNCIH ;N NBCM ;>>L?MM Q;M MCAHCU=;HNFS BCAB?L NB;H ;P?L;A? @LIG ^\]ew^\^^k

QCNB @;L BCAB?L >?G;H>M >OLCHA NB? J?;E MOGG?L GIHNBMj "N NB?M? PIFOG?Mk this customer

would pay $332.28 more over the course of a year with the Los Altos district’s decoupled rates

=IGJ;L?> QCNB NB? HIHw>?=IOJF?> ;FN?LH;NCP?j 4BCM CH=L?;M? ;GIOHNM NI 8.8% higher annual

costs for this customer under rate decouplingj

Figure 13. Monthly water consumption for Example Customer 6, 2019-2022

Representative image
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4. Conclusion 

4L;>CNCIH;FFS L?A;L>?> ;M ; G?;HM I@ @;=CFCN;NCHA L?MIOL=? =IHM?LP;NCIHk L;N? >?=IOJFCHA ;FMI =;H 

B;P? CGJILN;HN CGJFC=;NCIHM @IL ;WIL>;<CFCNS QB?H CN ;FFIQM GIL? JLIAL?MMCP? JLC=CHAj -IQ?L 

UR?> =B;LA?M ;H> MN??JFS CH=FCH?>k NC?L?> PIFOG?NLC= =B;LA?M ;FFIQ =OMNIG?LM AL?;N?L =IHNLIF 
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Water’s units of Property Policy, “Land” (utility account 103061 and 103062) can include the 

specifics as only “emergency” but Cal 

Cal Water’s use of Non

Cal Advocates’ concern regarding Cal Water’s Non

projects, referring to these as “recurring projects.” Recurring project (RP) capital expenditures are 

’s’s

“there is no evidence in the record […] that Cal Water has misused or, in the future, will 

intentionally misuse it’s Non Specific budget to circumvent the Commission’s review of Cal 

Water’s capital expenditures. To the contrary, the record contains evidence that Cal Water’s 
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expenditure) quartile of the nation’s water utilities. ” The decision went on to support the

prudency of the Unscheduled budgets as well noting that it will “help the Commission more easily

focus on Cal Water’s responses to the totally unexpected damage to Cal Water’s system.”

Cal Water’s Unplanned Budgets are Reasonable

Cal Advocates asserts that Cal Water’s proposed budget based on “inflation

adjusted average of historical expenditures” does not allow for increases in efficiency. Cal

Advocates presumes that all of these costs are completely in Cal Water’s control and implies that

in Chapter 13 of each ratemaking area’s Results of Operations books for all Non

–

While Cal Advocates suggest that Cal Water’s
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udgets, claiming “misuse of resources, inadequate asset management, or

imprudent business decisions typically result in a loss in profit.”

unscheduled and unplanned work covered by this program is under Cal Water’s control is entirely

•

•

•

• private property, a 16” butterfly valve failure caused water to seep through the

damage to our water system and customers’ service lines. Cal Water promptly took action by
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Cal Water’s

“Unscheduled” portion of the budget (i.e. unplanned replacement of hydrants, mains, meters,

which are outside of Cal Water’s control.

Cal Water’s Non

making the company’s request extremely reasonable
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Specific projects, it is clear that Cal Water’s Non

historically been significantly underfunded. Therefore, Cal Advocates’ approach to simply cut the

Cal Water’s
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. Therefore, Cal Water recommends the Commission reject Cal Advocates’ position and 
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of water systems. The USEPA’s 

Cal Water’s ability to 

’

– ’
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1-14 

authorization period to customers in rates.6969  CEBA6 will also track any grants that Cal 1 

Water receives for conservation-related expenses.70702 

The Commission should grant Cal Water’s request to reauthorize its CEBA6; 3 

however, the Commission should require Cal Water to add the GO 96-B language 4 

mandating a prompt refund of any unspent budget to the CEBA6 preliminary statement. 5 

GO 96-B requires an overcollection to be promptly refunded to the ratepayers.71716 

Statement (Z6) for CEBA6 should include language that reflects the requirement to 

2.2. Pension Cost Balancing Account (PCBA6) 10 

Cal Water’s request to reauthorize its PCBA6 includes an executive-only pension 11 

plan, the Supplemental Executive Retirement Plan or (SERP).7272 The Commission denied 12 

inclusion of SERP in in rates or Cal Water’s PCBA in Cal Water’s most recent GRC 13 

decision.7373  In this proceeding, the Commission should authorize Cal Water’s PCBA6 but 14 

again exclude SERP, as explained below.  15 

3.3. Exclude SERP from Pension Cost Balancing 16 
Account 17 

Cal Water’s SERP is an unfunded, non-qualified benefits plan intended to provide 18 

supplemental “top-hat plan, meaning it sits on top of the basic pension plan and allows 19 

participants to earn nonqualified pension benefits on earnings not covered by the basic 20 

pension.”7474  The unfunded SERP accumulated benefit obligations were $69.7 million and 21 

6969 PS Z6 Section 1 Purpose at 1. 

7070 PS Z6 Section 1 Purpose at 1. 

7171 GO 96-B Water Industry Rule 8.5 at 8. As described in the other sections, Cal Water has not sought 
prompt refunding of over-collected balances—the current PCBA5 is over-collected by over $12.6 million, 
yet Cal Water does not request that these funds be refunded to ratepayers in the current application (see 
Attachment 1-2, Cal Water Response to DR KKE-002, Q.1.C.ii. and Q.1.D.ii. at 5). 

7272 Cal Water Testimony Book 1 at 177. 

7373 D. 24-03-042, OP 13 at 181. 

7474 Cal Water Testimony Book 1 at 184:23-25. 
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$59.0 million as of December 31, 2023, and 2022, respectively.75  Cal Water continues to 1 

maintain a Rabbi trust designated to fund its SERP obligations.76  The Commission 2 

requires water utilities to follow the Uniform System of Accounting (USOA) 3 

procedures.77  USOA provides guidance for segregating special trust funds, such as the 4 

Rabbi Trust in which SERP funds are held, from pension plan accounts.785 

Cal Water claims that SERP is an important part of its total executive 6 

compensation because “SERP benefits are part of market compensation.”79  Although 7 

SERP may benefit Cal Water by attracting candidates for executive positions, it is not 8 

reasonable for ratepayers to fund a supplemental benefit to a limited segment of highly 9 

compensated Cal Water employees80  Corporate officers have fiduciary duty to 10 

shareholders. Attracting competitive executive candidates promotes shareholders’ 11 

interests. Therefore, SERP should continue to be a shareholder expense.81  Ratepayers 12 

already fund a qualified retirement benefit plan that is available to all of Cal Water’s 13 

permanent employees, including executives.8214 

Cal Water states that “At market-value total compensation is necessary to attract 15 

and retain qualified and quality employees” and that “[t]he Organization and 16 

Compensation Committee has determined that this ‘pay-for-performance’ philosophy that 17 

75 February 29, 2024 - 10-K: Annual report pursuant to Section 13 and 15(d) | California Water Service 
Group (CWT) at 80. 

76 Information about the holdings of the Rabbi Trust can be found in Cal Water’s Securities and Exchange 
Commission 10K filings. A.24-07-003, Attachment B (Proxy and 10-K) at 214 (Annual Report); Cal 
Water Securities and Exchange Commission Form 10-K Annual Report Year Ended December 31, 2022 
at 76.   

77 D.16-11-006, OP 1 at 40. 

78 See Standard Practice (SP) U-38-W: Uniform System of Accounts (USOA) for Class A Water Utilities
at A30 and  A45. 

79 Cal Water Testimony Book 1 at 179. 

80 Cal Water Testimony Book 1 at 177, stating that Cal Water provides a retirement benefit plan that 
covers all permanent employees….” SERP is supplemental to this existing ratepayer-funded pension plan 
and benefits executives only.  

81 D. 24-03-042, OP 13 at 181. 

82 Cal Water Testimony Book 1 at 177. 
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sets goals tied to key performance indicators…best aligns the interests of executives with 1 

those of stockholders and customers.”83  The company-wide pension fund covers 2 

executives for their responsibilities to the ratepayers, and is paid for by the ratepayers.843 

The Commission should grant Cal Water’s request for PCBA6 re-authorization, it 4 

should again deny Cal Water’s request for a SERP.85  As stated above, the Commission 5 

excluded SERP from PCBA5 so Cal Water is familiar with segregating these funds.86  In 6 

this proceeding, the Commission will save ratepayers nearly $17 million by rejecting Cal 7 

Water’s SERP request, as shown in Table 1-4 below.878 

Table 1-4: SERP estimated expense ($000s), 2026-2028889 

  TOTAL 

SERP   2026 2027 2028   

Service Cost $   -67 30 455   

Other costs    5,309 5,414 5,597   

Total expense 
$   5,242 5,444 6,052 16,738 

10 

In reauthorizing the PCBA6, the Commission should require Cal Water to add the 11 

following language to the PCBA6 Preliminary Statement AA6, Section 3a: 12 

Annual pension expense, excluding the Supplemental Executive 13 
Retirement Plan (SERP) expense, as determined by Cal Water's actuarial 14 
expert according to the method prescribed by the Financial Accounting 15 
Standards Board's Codification pension trust administrative costs such as 16 
the ERISA-required Pension Benefit Guaranty Corporation (PBGC) costs. 17 
The capitalized portion of pension costs at the adopted capitalization ratio 18 
will be excluded. 19 

20 

83 Cal Water Testimony Book 1 at 164. 

84 Cal Water Testimony Book 1 at 177. 

85 Cal Water Testimony Book 1 at 185 (noting that D.24-03-042 adopted Cal Water’s estimated pension 
costs but excluded the cost of the SERP). 

86D. 24-03-042, OP 13 at 181. 

87 Cal Water Testimony Book 1, Attachment B – Actuarial Reports at 52. 

88 Cal Water Testimony Book 1, Attachment B – Actuarial Reports at 52. 
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Despite the Commission’s history of excluding SERP from Cal Water’s PCBA, if 1 

the Commission determines in this proceeding that ratepayers should fund extra 2 

retirement benefits for Cal Water executives, the Commission should not authorize 3 

advice letter recovery for these accounts in its decision on this proceeding.  Instead, the 4 

Commission should direct Cal Water to submit a Tier 2 advice letter for approval 5 

beginning in January 2029, consistent with the amortization timeline Cal Water requested 6 

in the Preliminary Statement AA6.89897 

4.4. Healthcare Cost Balancing Account 8 
(HCBA6) 9 

The Commission should deny Cal Water’s request to reauthorize the Healthcare 10 

Cost Balancing Account (HCBA6) because healthcare costs are foreseeable and can be 11 

reasonably forecasted in rates, so a balancing account is no longer an appropriate 

mechanism for tracking employee healthcare costs. 

a.a. Health Care Expenses Memorandum Account 14 

Cal Water previously tracked costs of employee healthcare in the Health Care 15 

Memorandum Account (HCMA).9090 The Commission authorized the HCMA due “[to] 16 

unknown and potentially significant cost changes related to the federal health care bill 17 

passed by Congress in April 2010,”9191 known as the Affordable Care Act (ACA).929218 

In its GRC for 2014-2016, Cal Water proposed amortizing the balance in the 19 

HCMA at the end of 2013 and closing the account.9393  Cal Advocates (then Office of 20 

Ratepayer Advocates)9494 recommended closure of the account without amortization 21 

8989 Cal Water Testimony Book 1 at 11.  

9090 D.10-12-017, OP 27 at 89. 

91 D.10-12-017 at 37-38. 

9292 The Patient Protection and Affordable Care Act signed into law March 23, 2010.  

9393 D.14-08-011 at 45. 

9494 The Public Advocates Office was previously known as Office of Ratepayer Advocates (ORA). 
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because there was no balance in the account as of August 31, 2012.95  Cal Water argued 1 

that $438,600 related to 2011 and 2012 health care changes were recoverable through the 2 

account.96 Ultimately, the Commission approved a settlement that closed the HCMA with 3 

no recovery of costs and opened the HCBA.974 

This uncertainty of recovery is the reason why memorandum accounts are 5 

considered “off-book” accounts.98  SP U-27-W states: “A memo account is an accounting 6 

device that … may be used by a utility to record various expenses it incurs.…” As 7 

demonstrated by the denial of Cal Water’s request to recover over $400,000 from the 8 

HCMA,99 “the establishment of a memo account does not guarantee that the utility will 9 

recoup the tracked amount….”10010 

b. Healthcare Cost Balancing Account 11 

The uncertain healthcare insurance market conditions that purportedly existed 12 

when the Commission authorized the HCMA are no longer present and the HCBA does 13 

not have the same rationale or justification. Costs are no longer unforeseeable. According 14 

to the HCBA Preliminary Statement accounting procedures, the HCBA includes only 15 

85% of the difference between the adopted health care expenses and the actual cost 16 

incurred.101  Further, increases in employee healthcare costs are covered under the RCP, 17 

which establishes increased expenses for attrition years that include insurance costs, 18 

which will “…be escalated by the most recently available, recorded, 12-month-ending 19 

change in the U.S. Cities [Consumer Price Index for All Urban Consumers] as published 20 

95 D.14-08-011 at 45. 

96 D.14-08-011 at 45. 

97 D.14-08-011 at 45-46. The original HCBA was authorized as PS AB2. 

98  “A memo account is not recorded in the utility’s accounting books; it represents an off-book 
accounting record.” SP U-27-W at 6. 

99 D.14-08-011 at 45. 

100 SP U-27-W at 3. 

101 See A.24-07-003, Attachment F (Proposed Tariffs), PS AB6 at 1, Accounting Procedure. 
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by [the Commission’s Energy Cost of Service Branch]…. ”102 The RCP does not 1 

guarantee that all expenses are available for an attrition year increase,103 however, so it 2 

preserves the incentive to shop for competitive pricing. 3 

Therefore, the Commission should eliminate the HCBA and enforce the RCP by 4 

specifically authorizing healthcare coverage expenses under “Pension and Benefits” at its 5 

labor escalation rate, or an as item under “Loans, Insurance, Contracted Services, Rents” 6 

at the most recent CPI-U rate.104  Healthcare costs are reasonably known and do not 7 

require a balancing account.  The original HCMA addressed the assumed chaotic 8 

marketplace due to passage of 2010 Federal legislation.  What followed was creation via 9 

settlement agreement of the HCBA, which burdens ratepayers by creating a disincentive 10 

for Cal Water to search for competitive healthcare insurance pricing.  The Commission 11 

should encourage Cal Water to “shop around” for the best prices for healthcare coverage. 12 

Because adequate justification for the HCBA no longer exists, the Commission should 13 

deny Cal Water’s request for reauthorization of the HCBA.  14 

C. SR #10   15 

In Special Request #10, Cal Water seeks Commission authorization of a new 16 

“General Insurance Balancing Account” because it claims that the estimated attrition year 17 

inflation costs are greater than increases authorized by RCP.105  The purpose of the 18 

proposed General Insurance Balancing Account is to record Cal Water’s insurance costs 19 

based on the established attrition year escalation rate.10620 

102 D.04-06-018 at 12-13. 

103 D.04-06-018 at 14 (stating that “[for] utilities organized with a general office structure, the prorated 
comparable general office items may also be escalated by the applicable escalation rate.  No other 
amounts may be escalated”). 

104 D.04-06-018 at 13-14. 

105  Cal Water Testimony Book 3 at 26. D.04-06-018 at 14 authorizes an escalation rate of CPI-U 
(previous 12 months) for Loans, Insurance, Contracted Services, and Rents. 

106 Cal Water Testimony Book 1 at 11. 
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The RCP does not guarantee that all expenses are available for an attrition year 1 

increase.107  The Commission should not authorize a new account because the RCP 2 

establishes increased expenses for attrition years that include insurance costs, which will 3 

“…be escalated by the most recently available, recorded, 12-month-ending change in the 4 

U.S. Cities [Consumer Price Index for All Urban Consumers] CPI-U as published by [the 5 

Commission’s Energy Cost of Service Branch]…. ”1086 

The Commission also recognizes that some accounts with use of the “…escalation 7 

methodology will tend to overcompensate the utility for increased costs.  We believe that 8 

this outcome will offset any issues where we make simplifying assumptions for 9 

escalation purposes that may not fully encompass all possible future cost increases.”10910 

A General Insurance Balancing Account provides Cal Water with excessive guarantees 11 

against risk in accounts for which the RCP provides attrition year escalation, eliminating 12 

the incentive to prudently manage costs.  Further, establishment of a General Insurance 13 

Balancing Account to record Cal Water’s insurance costs would create an item-specific 

escalation rate within a GRC, which is specifically denied in the RCP. The RCP states 

that each GRC application cannot be tailored to the whims of any one utility.110  Further, 16 

establishment of a General Insurance Balancing Account removes the utility’s incentive 17 

to prudently manage insurance costs, because these costs would be passed onto 18 

ratepayers rather than borne by the utility. 19 

Accordingly, the Commission should deny Cal Water’s SR #10 because it 20 

conflicts with RCP requirements.  Instead, Cal Water should negotiate market rates that 21 

anticipate attrition year values.   22 

107 D.04-06-018 at 14 (stating that “[for] utilities organized with a general office structure, the prorated 
comparable general office items may also be escalated by the applicable escalation rate.  No other 
amounts may be escalated”). 

108 D.04-06-018 at 12-13. 

109 D.04-06-018 at 11. 

110 D.04-06-018 at 10 (denying “the utilities’ request to derive item-specific escalation rates in each 
GRC”). 
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employee counts was not due to CWS’s use of the CWSG employee count, but to unfilled 1 

positions. This means that in 2023, CWS had 129 unfilled positions at year-end.47472 

While CWS states that its payroll forecast is based on recorded dollars, its 3 

workpapers do not show the accurate employee count.4848  CWS’s workpapers show an 4 

employee count of 1,294 for $122 million in TY 2026, based on 129 unfilled positions.49495 

Therefore, to ensure fairness to ratepayers, the Commission should deny CWS’s payroll 6 

budget request and forecast, and adopt the payroll recommendations discussed below. 7 

1.1. CWS Payroll Forecast Should Exclude Expenses 8 

for 129 Unfilled Positions. 9 

CWS’s payroll forecast includes 129 unfilled positions, which should be removed 10 

from proposed TY2026 rates. Ratepayers should not pay twice for a benefit that they 11 

have not received. 12 

CWS workpapers show 1,247 employees while CWS’s 10-K filing shows that 13 

only 1,118 employees worked for CWS’s California Operations in 2023, a difference of 14 

129 employees.5050  CWS’s TY2026 projected employee counts are based on CWS’s 2023 15 

employee count, which according to CWS are due to unfilled positions (and not 16 

company-wide payroll). Unfilled positions are positions that were approved by the 17 

Commission in a previous GRC but remain unfilled.  It is not reasonable to base a 18 

forecast on employee counts that include unfilled positions.  Therefore, CWS’s recorded 19 

rded unfilled positions.  Figure 1-6 shows the 

percentage difference in employee counts. 21 

4747 1,247 employees reported in CWS’s workpaper, less 1,118 employees reported in CWS’s 10K filing 
with the Securities and Exchange Commission (SEC) is 129. 

4848 CWS RO Model Workpaper “CH05_OM_FDR_Benefits_WorkersComp.xlsb,” Tab 
“SD_EMP_Complement” at Cell F4. 

4949 CWS RO Model Workpaper “CH05_OM_FDR_Benefits_WorkersComp.xlsb,” Tab 
“SD_EMP_Complement” at Cell K4. 

5050 CWS RO Model Workpaper “CH05_OM_FDR_Benefits_WorkersComp.xlsb,” Tab 
“SD_EMP_Complement” at Cell F4 show 1,247 employees at year-end 2023 and 
https://www.calwatergroup.com/_assets/_71648a31dec444c196dc93974da35500/calwatergroup/db/2251/
21693/file/California_Water_Service_Group-10K2023.pdf at 21 states that California Water Service 
California operations employee counts at year-end 2023 are 1,118. 

 include unfilled positions.  Therefore, CWS’s recorded 

expense should be adjusted to remove recorded unfilled positions.  Figure 1-6 shows the 20 
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Table 1-16 demonstrates that CWS selected peer group ranges are not really half 1 

the size of CWS annual revenue and that 7 out of the 12 (58%) of peer group companies 2 

have more annual revenues than CWS, five (41%) of which are more than double.  It is 3 

no wonder that CWS’s forecast nearly doubles executive compensation, CWS is not 4 

really comparing itself to companies half its size and is really comparing itself to much 5 

larger companies instead.  It is a skewed and unfair peer-group analysis.  6 

CWS seeks to double its direct executive compensation in just three years, an 7 

estimate based on a highly subjective and unfair methodology.  CWS offers no evidence 8 

or even description in testimony indicating that customers will benefit from the proposed 9 

salary increases.  10 

In a competitive environment, CWS would need to control costs passed on to 11 

customers or customers would seek out a competitor for service.  Because CWS is a 12 

monopoly and customers do not have the option to choose a more efficient provider, the 13 

Commission should act as a substitute for competition and only allow reasonable cost 14 

increases into rates.  Doubling executive compensation from one rate case to the next is 15 

not reasonable.  The Commission should reject CWS’s unjustified executive 16 

compensation funding proposals.   17 

CWS forecasts its regular employee payroll based on recorded 2023 amounts. 18 

CWS should forecast executive compensation using the same methodology, rather than 19 

based on a peer-group analysis selected to justify the proposed 30% annual pay increase. 20 

2.2. The Commission Should Reject CWS’s At-Risk Pay 21 

Program 22 

23 

specific expenses are unreasonable.  In CWS’s most recent rate case decisions, the 

Commission agreed.767626 

7676 D.24-03-042 Decision Approving a Partial Settlement Agreement and Adopting Rates for California 
Water Service Company’s Test Year 2023 General Rate Case at 104. 

The Commission should reject CWS’s forecast of executive compensation for 

short-term and long term “at-risk pay” (i.e., bonus or incentive pay) because these 24 

specific expenses are unreasonable.  In CWS’s most recent rate case decisions, the 25 
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CHAPTER 2 PREVIOUSLY FUNDED INCOMPLETE PROJECTS 1

I. INTRODUCTION2

This chapter presents Cal Advocates’ recommendations concerning previously 3

funded, incomplete projects. Previously funded but incomplete projects (which CWS 4

refers to as “carryover”)3434 have already been included in rates and funded by ratepayers. 5

Because they are incomplete, however, they provide no benefit to ratepayers.6

II. SUMMARY OF RECOMMENDATIONS 7

The Commission should deny CWS’s request to include previously funded, 8

incomplete projects in rates in this GRC cycle. 9

III. ANALYSIS  1010

In the current GRC, CWS budgets $618 million for incomplete capital projects 1111

that CWS estimates will be in service by 2025.3535  These incomplete projects are separate 

from the more than $1 billion CWS requests for new capital projects. CWS has a history 1313

of failing to complete a significant portion of approved capital projects. Continuously 1414

including previously funded, incomplete projects in rates harms ratepayers because the 1515

projects are not used or useful and provide no benefit to ratepayers. 1616

In its previous test year (TY) 2021 GRC, CWS had an Incomplete Project budget 1717

of approximately $420 million.3636  Cal Advocates opposed including $182 million for 1818

incomplete projects that CWS forecast to complete after the previous GRC’s TY 2021.37371919

The Commission allowed CWS to request these projects be adopted into rates through the 2020

advice letter process once they are complete.3838  In March, 2024, CWS filed Advice Letter 2121

3434 Testimony Book #1 at 39. 

3535 Results of Operations Model (RO Model) CH07_RB_FDR_Proposed Capital Budget sheet, IN_2021 
GRC CO. 

3636 A.21-07-002 RO Model CH07_RB_FDR_Proposed Capital Budget sheet, IN_2018 GRC CO. 

3737 D.24-03-042 at 165 line 16. 

3838 D.24-03-042 at 31-33. 
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D. PID# 133661 Portable Emergency Power Generators 1

CWS forecasts $2,889,218.75 in 2025 for purchasing portable generators.9898  For 2

Cal Advocate’s recommendation regarding generators, please refer to witness Katherine 3

Nguyen’s testimony, Report And Recommendations On Customer Service, ESJ Plan, 4

Chico, Oroville, Marysville, Willows And Dixon Utility Plant In Service, And Common 5

Plant.6

The Commission should exclude the budget for the CSS portable generators from 7

rates.8

E. PID # 133646 CSS 2026 AMI INTIATIVE-IT INT/DEV 9

CWS forecasts $1,537,615 in 2026 for IT spending related to supplemental AMI 1010

spending.9999  Consistent with Cal Advocates’ recommendation regarding further AMI 1111

spending, the CSS AMI-related projects should not be included in rates. For discussion 

F. PID # 134646 CSS - VEHICLES FOR NEW COMPLEMENTS 1414

CWS forecasts $118,107 in 2026 for new vehicles related to new CSS positions. 1515

For discussion on new positions, please refer to witness Roy Keowen’s testimony, Report 1616

on California Water Service Company’s Administrative & General Expenses And Special 1717

Requests #7.  Consistent with Cal Advocates’ recommendation against increased budgets 1818

for new employees, the vehicle budget for new employees should not be included in 1919

rates.2020

IV. CONCLUSION2121

The above discussed CSS capital requests are not justified and reasonable. 2222

Ratepayers should not fund projects that are not justified. Ratepayers also should pay for 2323

projects that are not supported by valid cost benefit analysis.  The forecasted capital 2424

budgets associated with the above discussed projects should be excluded in rates.2525

9898 CSS & RDOM PJ Book at 216. 

9999 CSS & RDOM PJ Book at 353. 
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CHAPTER 7 ADVANCED METERING INFRASTRUCTURE 1 

I.I. INTRODUCTION  2 

This chapter discusses CWS’s request to implement AMI in five ratemaking areas. 3 

II. SUMMARY OF RECOMMENDATIONS  4 

One half of the revenue CWS requests beyond the $1,893,288 in 20272135 

ing the performance standards listed in 

Section III.B of this chapter.214

em in subsequent rate cases comparing the 

actual and forecasted criteria metric for each year. 

III. ANALYSIS  11 

CWS requests funding to implement AMI in the following ratemaking areas: Bay 12 

Area Region, Bear Gulch, Los Altos, Los Angeles County Region, and Westlake.215  This 13 

represents approximately 125,000 service connections or approximately 26% of CWS’s 14 

current customer base.216  CWS plans on implementing AMI over a four year period 15 

which includes one ramp up year followed by a three-year deployment phase.217  CWS 16 

plans to replace small meters (less than 2”) in accordance with the GO 103-A 17 

replacement schedule218 and to replace small meters scheduled under GO 103-A three 18 

years of AMI deployment.  CWS states that any meter not scheduled for full replacement 19 

213 Attachment 7-4 (2027 Meter Replacement due to GO 103-A). 

214 Cost shown is direct project cost. 

215 CWS Common Plant 2024 GRC PJ Book at 146. 

216 CWS Common Plant 2024 GRC PJ Book at 144; CWS Testimony Book #3, Attachment F at 8. 

217 CWS Common Plant 2024 GRC PJ Book at 146. 

218 CWS Testimony Book #3, Attachment F at 9. 
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will be retrofitted with an encoded register.219  Table 7-1 below shows CWS’s request on 1 

an individual district level. 2 

Table 7-1: 2025-2027 AMI– Direct Project Costs220,221 3 

4 

5 

While CWS only requests implementing AMI in these five ratemaking areas, 6 

CWS plans to fully implement AMI companywide in future rate cases.222  CWS estimates 7 

that it will cost $195.4 million to fully implement AMI in the five ratemaking areas over 8 

an eighteen-year period.223  Because this high cost will increase customer rates in these 9 

219 CWS Testimony Book #3, Attachment F at 9. 

220 CWS Common Plant 2024 GRC PJ Book at 147.  CWS provided a revised version of Attachments A 
and B in response to data request A2407003 Cal Advocates DR JMI-014 (AMI 2). Attachment 7-1(CWS 
Response to A2407003 Cal Advocates DR JMI-014 (AMI 2)). 

221  The PIDs for the Bayshore AMI projects shown in CWS Common Plant 2024 GRC PJ Book, 
Attachment B differs from the PIDs shown in CWS’s RO model (CWS RO model file 
“CH07_RO_RB_PLT,” tab “Budget (ACB) Adjustments WS-2.1”).  CWS confirmed that PID 133599 is 
the correct PID for the Bayshore (BSH)-AMI Initiative-Vehicles/Equipment project in response to data 
request A2407003 Cal Advocates DR JMI-014 (AMI 2).  CWS confirmed that the correct PIDs for the 
MPS 2027 AMI Initiative-Meters and SSF 2027 AMI Initiative-Meters projects are PID 133627 and PID 
133634, respectively in response to data request A2407003 Cal Advocates DR JMI-014 (AMI 2).  CWS 
also states that the project year for AMI Initiative-Vehicles/Equipment projects in the Bayshore, Bear 
Gulch, Los Altos, Rancho Dominguez, and Westlake districts (PIDs 133599, 133593, 133597, 133598, 
and 133601, respectively) is 2026 instead of 2025 in their response to data request A2407003 Cal 
Advocates DR JMI-014 (AMI 2).  CWS states that one of the BSH-AMI Initiative-Vehicles/Equipment 
projects was erroneously duplicated in Common Plant 2024 GRC PJ Book at 147-148.     

222 CWS Testimony Book #3, Attachment F at 8. 

223 CWS Testimony Book, #3, Attachment E at 12. 

District 2025 2026 2027

Antelope Valley -$               -$               219,633.38$      

Bayshore -$               1,048,688.51$ 13,485,590.70$ 

Bear Gulch -$               559,956.80$    5,109,121.36$   

CSS -$               1,537,614.52$ -$                 

Los Altos -$               474,131.98$    4,939,695.02$   

Palos Verdes -$               -$               6,281,129.21$   

RDOM -$               559,956.80$    -$                 

Redwood Valley -$               -$               497,499.31$      

Westlake -$               302,482.26$    2,188,453.00$   

Direct Total -$               4,482,830.87$ 32,721,121.98$ 
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five ratemaking areas, it is important to have performance metrics to measure and 1 

monitor whether CWS completes the project as scheduled and achieves the stated 2 

customer benefits.      3 

A. The Commission Acting as a Substitute For Competition 4 

In a competitive market, a company makes an investment with the hope of earning 5 

a profit on investment.  There is no guarantee that an investment will earn a profit.  If a 6 

company makes an investment that does not result in a profit, then the company will 7 

incur potential losses. 8 

However, utilities do not operate in a competitive market.  Under rate-of-return 9 

regulation, utilities have a financial incentive to make capital investments because the 10 

only profit that is included in customer rates is the authorized return applied to these 11 

capital investments.  This can be in the public interest when the investment made is 12 

necessary and provides customer benefits.  However, in a monopoly environment, if the 13 

need and anticipated benefits of investments fail to materialize, unreasonable profit can 14 

be sustained unless economic regulation intercedes.   15 

The National Regulatory Research Institute’s Primer on Public Utility Regulation 16 

says “Because regulated utilities exist within and are important to the overall economy, 17 

regulation of public utilities cannot be divorced from the operating logic of competition 18 

in the rest of the economy.  Instead, regulation is a substitute for competition and should 19 

attempt to put the utility sector under the same restraints competition places on the 20 

industrial sector.”224  Requiring CWS to share the risk of capital investments that have 21 

highly speculative customer benefits will encourage more disciplined investment 22 

decisions and project execution.   23 

224 “A Primer on Public Utility Regulation for New State Regulatory Commissioners.”  The National 
Regulatory Research Institute, Apr. 2003 at 2. https://energycollection.us/Energy-Regulators/Primer-
Public-Utility.pdf. 
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B. Performance Criteria 1 

Without the performance criteria, customers would be responsible for paying 2 

100% of the costs and profit of AMI, regardless of whether CWS’s alleged benefits are 3 

achieved.  To fulfill its role as a substitute for competition, the Commission should 4 

require that 50% of the budget CWS requests for AMI per year beyond the cost of meter 5 

replacement be contingent on meeting the standards in the performance criteria.  This 6 

shifts the costs of a speculative infrastructure project from being entirely borne by 7 

ratepayers to being shared equally with CWS.    8 

For this rate case, CWS requests $4,482,831 in 2026 and $32,721,122 in 2027 for 9 

capital additions.225  CWS also requests $140,597 annually for AMI-related expenses.22610 

In 2030, this means 50% or $17,451,567 in capital costs227 and $210,896 in expenses22811 

would be subject to the criteria mentioned below.  If CWS is unable to meet certain 12 

criteria, each criterion would be weighted equally.  This means that, beginning in 2030, 13 

when the AMI project is scheduled for implementation, CWS would be able to recover 14 

up to half of the annual projects from customers if these standards are not met.22915 

CWS should track and report the criteria listed below and present them in 16 

subsequent rate cases, comparing the actual and forecasted criteria metric for each year.  17 

This will allow the Commission to review the recorded metric criteria.  18 

1. Operations and Maintenance (O&M) Savings 19 

CWS states that it adjusted its RO model to include the following savings as a 20 

result of AMI: reduction in leak/courtesy adjustments, reduced meter reading expenses, 21 

225 Attachment 7-1(CWS Response to A2407003 Cal Advocates DR JMI-014 (AMI 2)). 

226 CWS RO model file “CH05_OM_FDR_Other_OM,” tab “SD_Misc Adjustments.”   

227 Direct project costs.  This calculation is discussed in Section F of this chapter.   

228 $140,597.25 per year × 3 years × 50% = $210,895.87. 

229 CWS’s AMI implementation schedule occurs over a four year period.  CWS capital request for AMI 
begins in 2026 and the first year of meter replacement or retrofitting begins in 2027.  The remaining two 
years of meter replacement or retrofitting would occur during the next rate case in 2028 and 2029.  This 
means AMI should be fully implemented by the end of 2029, assuming CWS completes these projects as 
scheduled.    
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reduction in system water loss, and lower pumping expense due to water loss 1 

reductions.230  CWS should track and report these savings.  Attachment 7-3 shows these 2 

alleged O&M savings CWS included in its RO model, which should be used as a 

2.2. Customer Adoption Rate 5 

CWS states that one of the main ways AMI benefits its customers is by providing 6 

a method to view, understand, and ultimately better manage their water consumption.2327 

CWS states that AMI will help customers comply with conservation mandates enacted 8 

through legislation such as Senate Bill 606 and Assembly Bill 1668.233  Active customer 9 

CWS’s AMI pilot in the Dominguez District, however, shows a low engagement 11 

rate.  Approximately 33% of the almost 7,000 customers with AMI endpoints enrolled in 12 

the customer portal.234  CWS states that this customer enrollment rate was achieved with 13 

minimal outreach.235  CWS claims that it anticipates a higher enrollment level through a 14 

comprehensive customer communications campaign that would support a larger AMI 15 

program.236 used as a metric to motivate CWS to 16 

stomer portal.  

3.3. Reduction in Water Loss 18 

CWS claims that one of the alleged benefits for AMI includes reducing water 19 

loss.237  CWS prioritizes implementing AMI in its Los Angeles County Region and 20 

230 CWS Testimony Book #3, Attachment G at 5. 

231 Attachment 7-3 (CWS O&M Savings Included in RO Model). 

232 CWS Testimony Book #3, Attachment E at 6. 

233 CWS Testimony Book #3, Attachment E at 8. 

234 CWS Response to A2407003 Cal Advocates DR JMI-002 (AMI), Attachment 1. 

235 CWS Response to A2407003 Cal Advocates DR JMI-002 (AMI), Attachment 1. 

236 CWS Response to A2407003 Cal Advocates DR JMI-002 (AMI), Attachment 1. 

237 CWS Testimony Book #3, Attachment E at 17. 
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Westlake District due to the high cost of water loss238 based on information from San 1 

Jose Water Company’s (SJWC) AMI pilot.  In SJWC’s pilot, approximately 2.8% of the 2 

total water use was lost to leaks.239  The US Environmental Protection Agency (EPA) 3 

states that 10% of all indoor consumption in the United States is lost due to leaks.2404 

CWS claims that one of the benefits of AMI is quicker notification of leaks.241   CWS 5 

implementing AMI in the five proposed ratemaking areas.    

CWS also anticipates a 5% reduction in system-side water loss attributed to 8 

AMI.242  CWS should be able to achieve a 5 % reduction in system-side water loss of 9 

after implementing AMI in the five proposed ratemaking areas.    10 

C.C. The Results Related to AMI Pilot are Currently Pending 11 

CWS requests to fully implement AMI in the Bear Gulch District.  The 12 

Commission approved a pilot in Portola Valley (under PID 114644), which is part of 13 

CWS’s Bear Gulch service area.  PID 114644 was originally expected to be completed in 14 

2022,243  but is now expected to be completed in 2024.244  The status of the pilot was 15 

provided during discovery.245  CWS states that deployment is planned to be completed by 16 

the end of 2024.246   The report of the pilot results is currently anticipated to be 17 

238 CWS Testimony Book #3, Attachment F at 8-9. 

239 CWS Testimony Book #3, Attachment E at 17.  Ms. Anklan provides testimony in this application 
regarding AMI and in SJWC’s AMI application (A.19-12-002).  

240 Smart Water Meters and Data Analytics Decreased Wasted Water due to Leaks.  Journal AWWA, 
Volume 110, Number 11 at E.24-30.  http://awwa.onlinelibrary.wiley.com/doi/10.1002/awwa.1124.  
Accessed 11/26/2024.   

241 CWS Testimony Book #3, Attachment E at 4-5. 

242 CWS Testimony Book #3, Attachment E at 9. 

243 Bear Gulch Report on the Results of Operation at 83. 

244 Bear Gulch Report on the Results of Operation at 72. 

245 Attachment 7-2 (CWS Response to A2407003 Cal Advocates DR JMI-002 (AMI)). 

246 Attachment 7-2 (CWS Response to A2407003 Cal Advocates DR JMI-002 (AMI)). 
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