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MEMORANDUM 1 

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

Advocates”) examined application material, data request responses, and other 3 

information presented by California American Water Company (“Cal Am”) in 4 

Application (“A.”) 22-07-001 to provide the California Public Utilities Commission 5 

(“Commission” or “CPUC”) with recommendations in the interests of ratepayers for safe 6 

and reliable service at the lowest cost.  Mr. Cortney Sorensen is Cal Advocates’ project 7 

lead for this proceeding.  This Report is prepared by Mr. Timothy Gee. Mr. Mukunda 8 

Dawadi is the oversight supervisor. Ms. Angela Wuerth and Ms. Emily Fisher are the 9 

legal counsel. 10 

Although every effort was made to comprehensively review, analyze, and provide 11 

the Commission with recommendations on each ratemaking and policy aspect presented 12 

in the Application, the absence from Cal Advocates’ testimony of any particular issue 13 

connotes neither agreement nor disagreement of the underlying request, methodology, or 14 

policy position related to that issue. 15 
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OPERATIONS AND MAINTENANCE EXPENSES 1 

I. INTRODUCTION 2 

The scope of this testimony is limited to Operations and Maintenance (O&M) 3 

expenses (excluding labor) which includes the following items: Purchased Water, 4 

Purchased Power, Chemicals, Water Loss Performance Standards, Planning Studies and 5 

Maps, and Citizens Acquisition Premium.1 6 

II. SUMMARY OF RECOMMENDATIONS 7 

Summary Table 1-1 shows Cal Advocates’ adjustments to Cal Am’s forecasted 8 

O&M expenses for Test Year (TY) 2024.  Adjustments to accounts such as NARUC 9 

Account #704 Purchased Water and #726 Purchased Power reflect more reasonable 10 

forecasts based on historical and known cost increases, as these accounts are 11 

unreasonably under-forecasted in Cal Am’s original projections.  Additionally, the 12 

Commission should implement a Deceptive Pricing Adjustment as Cal Am continues to 13 

under-forecast costs tracked in balancing accounts. Cal Am’s under-forecasting of costs 14 

in balancing accounts deceptively presents lower rate increases than those Cal Am knows 15 

ratepayers will actually experience.  Because Cal Am continues this deceptive practice 16 

despite having been addressed numerous times in previous General Rate Cases (GRC), 17 

the Commission should suspend Cal Am’s use of purchased water and purchased power 18 

balancing accounts for the instant GRC.     19 

Cal Advocates’ proposed adjustments to NARUC Account #744 Chemicals 20 

correct Cal Am’s erroneous forecasting of chemical costs.  Cal Am’s errors include 21 

incorrect averaging of chemical quantities and inappropriate inclusion of treated 22 

purchased water sources into its chemical cost calculations.   23 

 
1 Please see Cal Advocates witness Andrew Sweeney’s direct testimony for analysis and 
recommendations pertaining to A&G expense budgets. 
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Cal Advocates’ recommended adjustments to NARUC Account #752 Storage 1 

Facilities Expenses address Cal Am’s unreasonable forecast of consultant expenses and 2 

unnecessary costs related to water leak detection efforts. 3 

Cal Advocates’ adjustments to NARUC Account #756 Miscellaneous Expenses 4 

reflect the actual spending pattern for Cal Am’s planning studies and maps expenses, 5 

which has typically been less than the amounts previously authorized and funded by 6 

ratepayers for this account.   7 

Other adjustments correct errors in calculating inflation and remove duplicate 8 

expenses across numerous accounts and districts.   9 

 
Table 1-1 – Comparison of Cal Am and Cal Advocates Proposed Budgets 10 

 
NARUC 
Account 

# (a) 

O&M expense 
accounts (b) 

Cal Advocates 
(c) 

Cal Am (d) Difference (c-d) 

703 Miscellaneous 
Expenses 

$622,637.55 $681,056.25 -$58,418.70 
 

704 Purchased Water $81,996,785.02 $76,027,775.86 +$5,969,009.16 

704 Deceptive Pricing 
Adjustment, 
Purchased Water 

-$6,486,048.42 0.00 -$6,486,048.42 

713 Maintenance of Other 
Source of Supply Plan 

$645,856.72 $647,347.33 -$1,490.62 

725 Purchased Power 
Misc. Expenses 

$701,546.30 $701,549.55 -$3.25 

726 Purchased Power $11,335,551.57 $10,722,455.52 +$613,096.05 

726 Deceptive Pricing 
Adjustment, 
Purchased Power 

-$1,747,002.25 0.00 -$1,747,002.25 

733 Maintenance of Other 
Pumping Plant 

$228,622.41 $229,284.46 -$662.05 

742 Operation Labor and 
Expenses 

$83,816.27 $89,666.60 -$5,850.33 

743 Water Treatment 
Miscellaneous 
Expenses 

$2,354,612.03 $2,577,621.35 -$223,009.32 

744 Chemicals $1,608,874.47 $1,804,338.02 -$195,463.55 
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748 Maintenance of Water 
Treatment Equipment 

$807,872.76 $813,695.64 -$5,822.87 

752 TD Storage Facilities 
expenses 

$2,693.60 
 

$1,321,603.67 -$1,318,910.07 

756 Miscellaneous 
Expenses 

$1,734,645.73 $3,635,338.09 -$1,900,692.37 

761 Maint. Of 
Transmission and 
Distribution Mains 

$105,702.53 $113,211.21 -$7,508.68 

763 TD Maintenance of 
Services 

$77,524.17 $78,008.87 -$484.70 

766 Maintenance of 
Miscellaneous Plant 

$6,264,597.91 $6,295,479.92 -$30,882.01 

Totals  $100,338,288.37  $105,738,432.34  -$5,400,143.98 

III. ANALYSIS 1 

A. NARUC Account #704: Source of Supply – Purchased 2 
Water 3 

Despite being tasked with developing a reasonable budget for 2024, Cal 4 

Am calculates purchased water expenses using the rates it was charged in 2022—5 

two years earlier.  While it escalates most other expenses by anticipated inflation 6 

to arrive at a 2024 budget, for Cal Am’s purchased water forecast—which 7 

comprises nearly 53 percent of its total expense budget—Cal Am does not forecast 8 

any anticipated inflation or cost increases and fails to include the known increases 9 

in purchased water costs that have been adopted by water wholesalers or 10 

communicated to be in effect for 2024.2 11 

Normally, a utility is incentivized to produce as large a budget as possible 12 

because any actual spending less than budgeted expenses would result in 13 

additional profit.  However, when items are tracked in a balancing account—as is 14 

the case with purchased water—this incentive is eliminated as any variance 15 

 
2 $76,027,776 in Purchased Water costs divided by $142,658,315 in total expenses approximately equals 
53 percent.  This total expense figure is derived from Cal Am’s Results of Operations model 
(ALL_CH04_O&M_RO, Summary of Costs NARUC WS11, Q103) and excludes labor and Service 
Company costs.   



 

4 

 

between actual and budgeted expenses is either returned or charged to ratepayers.  1 

Although the purpose of developing a test year budget (i.e. revenue requirement) 2 

is to produce an accurate as possible forecast of revenues and costs in order to 3 

provide ratepayers and decisionmakers an understanding of necessary rate 4 

changes, Cal Am’s under-forecasting of costs tracked in balancing accounts 5 

produces a low forecast of rate changes that Cal Am knows it will be able to 6 

recoup through surcharges in a subsequent filing with the Commission. The 7 

Commission should adopt the following adjustments to Cal Am’s purchased water 8 

expense forecast based on removing double counted expenses, adhering to 9 

historical cost increases, and implementing known and planned future rate 10 

changes. First the Commission should make an adjustment to remove double 11 

counted costs, which would reduce Cal Am’s budget from $76,027,775.86 to 12 

$75,510,736.60.  Second, the Commission should apply historical and known cost 13 

increases, which would raise this budget to $81,996,785.02.  Other differences in 14 

purchased water expenses resulting from water production estimates are addressed 15 

in the testimony of Cal Advocates’ witness Herbert Merida.   16 

The Commission should also adopt a Deceptive Pricing Adjustment, which 17 

would lower Cal Am’s budget by $6,486,048.42. This represents a reasonable 18 

calculation of the amount of under-forecasted water supply expense.   19 

Also, Cal Am is continuing its practice of requesting artificially low rate 20 

changes through under-forecasting costs tracked in balancing accounts in the 21 

current GRC even though Cal Advocates has raised concerns about this practice in 22 

the past.  Therefore, the Commission should suspend the use of balancing accounts 23 

for Purchased Water for this GRC cycle.   24 

1. Remove Double Counted Purchased Water 25 
Expenses for Fruitridge District 26 

Cal Am inappropriately double counted purchased water expenses 27 

for the Fruitridge and Monterey-Garrapata Districts. Because Fruitridge and 28 



 

5 

 

Monterey-Garrapata are considered part of larger “rollup” districts of 1 

Sacramento and Monterey respectively, these expenses are already 2 

projected in Cal Am’s purchased water workpaper for Northern and Central 3 

Division expenses.  The Commission should remove these double counted 4 

expenses, which amount to $517,039.26 for TY 2024.3   5 

2. Commission Should Take Into Account Historical 6 
Cost Increases for Projected Purchased Water 7 
Expenses 8 

Cal Am’s TY 2024 forecast for purchased water assumes that water 9 

rates will not change between 2022 and 2024.  This is an unreasonable 10 

assumption as 2017-2021 historical data show that overall water costs have 11 

steadily increased across all Cal Am districts.4  Cal Am’s practice of under-12 

forecasting costs tracked in balancing accounts was first identified in its 13 

2016 GRC.5  Because of the protections afforded by balancing accounts, 14 

under-forecasting provides a false impression that requested rates are lower 15 

than what will actually be experienced by ratepayers.  In addition to 16 

removing the incentive to control costs, balancing accounts also remove the 17 

incentive for Cal Am to accurately forecast expenses because any variance 18 

between actual and forecasted is resolved through later surcharges.   19 

In the last GRC, Cal Advocates demonstrated how Cal Am under-20 

forecasted items tracked in balancing accounts to deceptively understate 21 

 
3 Attachment 2 (Double Counted Purchased Water Expenses): CAW Response Cal Adv TGE 07, under 
Cal Am Response "a.”, at 5.  
4  Attachment 3 (2017-2021 Recorded Purchased Water Expenses and Purchased Water Rate Increase 
Calculations for Test Year 2024): 2022-08-05 A2207001 CAW Response Cal Adv TGI 01.pdf, and 
snapshot of Cal Adv TGI 01 Q001 Attachment 1 (showing all recorded purchases water expenses data 
from 2017 through 2021). 
5 Attachment 4 (Direct Testimony of Anusha Nagesh): Report and Recommendations on Operations and 
Maintenance and Administrative and General and Expenses, Labor Expenses, Balancing and 
Memorandum Accounts and Special Requests #2,3, and 13 from A.19-07-004, at 3-7. 
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ratepayer bill impacts. 6  Cal Advocates’ analysis showed that surcharges 1 

from all balancing accounts comprised 20% on average of Cal Am 2 

customer bills, and as high as 53%.7  These customer bill impacts were in 3 

addition to the rate increases proposed in GRCs. 4 

In the current GRC, a reasonable forecast of purchased water costs 5 

would incorporate the average annual percent increase in purchased water 6 

rates over the entire period for which historical data has been provided 7 

(2017-2021).    Incorporating the average annual percent increase results in 8 

an approximate increase of $5,428,819 to Cal Am’s forecast for TY 2024.8  9 

3. Cal Am Should Have Included All Known 10 
Increases in Purchased Water Costs  11 

Commission decisionmakers and ratepayers deserve the best 12 

estimate of anticipated bill impacts.  To achieve this minimal level of 13 

transparency, the most reasonable forecasts of costs must be provided in 14 

GRCs.  This is especially important for items tracked in balancing accounts 15 

like purchased water costs, where all known changes in costs should be 16 

incorporated into the forecast.   17 

 
6 Attachment 5 (Jayne Parker Testimony from A.19-07-004): A.19-07-004, Report and Recommendations 
on Rates and Surcharges, Jayne Parker at 1-3. 
7 Attachment 5 Jayne Parker Testimony from A.19-07-004 at 2. 
8 Attachment 3 shows calculations for average annual percent increases by expense and by district. 
Calculations utilize historical 2017-2021 rates, as well as 2022 rates for added accuracy, to calculate 
average annual percent increase for each expense.  The average percent increase is applied for each 
expense for each year to arrive at TY 2024 rates.  For example, an average annual percent increase of 5% 
is applied to a 2022 rate of $100 and yields a 2023 rate of $105.  5% is applied again to $105 to arrive at a 
2024 rate of $110.25.  Exceptions to incorporating this increase apply to expenses that remain unchanged 
from historical years, or expenses with historical years showing a decreasing trend.  These expenses retain 
Cal Am’s forecast for TY 2024.  Additionally, any year-to-year rate changes greater than 100% are 
ignored in calculating the average annual percent increase for an expense, since these extreme rate 
changes are unlikely to occur in the future.  Rate adjustments for Pure Water Monterey Rate Per AF uses 
Escalation Factors from Cal Am to estimate TY 2024 expenses as using only two years of available 
recorded data results in a year-over-year increase of 20%, and it is uncertain whether this magnitude 
increase is realistic. 
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For example, in Cal Am’s LA-Baldwin Hills and LA-San Marino 1 

Districts, purchased water providers have documented planned rate changes 2 

for the years 2022 and 2023.  In the LA-Baldwin Hills, the West Basin 3 

Municipal Water District’s (West Basin WMD) 2022-2023 Operating 4 

Budget shows that the water agency will increase purchased water rates 5 

from the current rate of $1,488 per acre-foot to $1,500 per acre-foot for July 6 

2022, and to $1,587 per acre-foot for January 2023.9 Other West Basin 7 

MWD expenses see planned decreases in rates for the years 2022 and 2023, 8 

though historical five year data indicate that these rates may still be higher 9 

than Cal Am’s projections for TY 2024.10 11 In Cal Am’s LA-San Marino 10 

District, the Metropolitan Water District (MWD) documents planned 11 

changes to monthly capacity charges, which changes Cal Am’s current rate 12 

of $6,687.50 to $7,422 in 2022, and to $6,448 in 2023.12  Cal Am should 13 

have incorporated these known cost changes into its proposed budgets.   14 

Additionally, in June 2022, the San Diego County Water Authority 15 

(SDCWA) approved rate increases of “3.7% for untreated water and of 16 

 
9 Attachment 6: West Basin Municipal Water District Financial Report at 66; 
https://www.westbasin.org/wp-content/uploads/2022/08/West-Basin-Operating-Budget-for-Fiscal-Year-
2022-2023.pdf.  
10 Attachment 6: West Basin Municipal Water District Financial Report at 70-71.  The capacity charge 
reduces from $10,025 per cubic foot per second (cfs) in 2022 to $9,135/cfs in 2023. West Basin MWD 
multiplies this capacity charge by a customer’s 3-year peak of average daily usage (Cal Am’s peak is 5 
cfs) to yield a customer’s capacity charge.  This results in a per month capacity charge of $3,806.24 for 
2023 ($9,135/cfs times 5 cfs, divided by 12 months).  
11 Attachment 6: West Basin Municipal Water District Financial Report at 69.  West Basin MWD 
Monthly Water Service Charge will decrease to $6,565 in 2022. 
12 Attachment 33: Metropolitan Water District– Rate Structure Administrative Procedures Handbooks for 
Fiscal Year 2021-2022 and Fiscal Year 2022-2023 at 13 and at 13 for both handbooks.  2022 capacity 
charge of $89,060 yields a monthly rate of $7,421.67 ($89,060 / 12 months).  2023 capacity charge of 
$77,380 yields a monthly rate of $6,448.33 ($77,370 / 12 months).   
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5.2% for treated water” beginning in January 2023. 13  Member agencies, 1 

which includes City of San Diego, Cal Am’s sole purchased water 2 

wholesaler in San Diego District,14 are expected to increase their own water 3 

rates to account for the SDCWA rate increases.  As of September 2022, the 4 

City of San Diego proposed an increase of 3% for all water rates for its 5 

customers.15   Again, Cal Am should have incorporated these increases into 6 

its proposed 2024 budgets. 7 

Adopting these known cost changes in the LA-Baldwin Hills, LA-8 

San Marino, and San Diego districts results in an additional increase of 9 

$1,056,229 to Cal Am’s forecast for TY 2024.16   10 

4. Seaside Basin Water Master and Sand City 11 
Accounting Errors 12 

In Cal Am’s response to Cal Advocates’ Data Request TGE-04, Cal 13 

Am admits to several accounting errors in its recorded expenses for Sand 14 

City and Seaside Basin Water Master.  This led to an erroneous escalation 15 

of costs for Test Year 2024 in the Central Division.  Cal Am agrees to 16 

 
13 Attachment 7 (San Diego County Water Authority News Release): “Water Authority Adopts 2023 
Rates and Charges,” www.sdcwa.org/water-authority-adopts-2023-rates-and-charges; Attachment 8 
(SDCWA June Board Packet Notice to the Public): “Adopt the Water Authority’s Rates and Changes for 
the Year 2023” at 65-66, https://www.sdcwa.org/wp-
content/uploads/2021/11/2022_06_23BoardPacketSEC.pdf.   
14 CAW 2022 GRC Final Application, Exhibit B – Volume 1 of 3 (MDR Sections A-F), at 6-5 or p.1449 
of 2043.   
15 Attachment 9 (City of San Diego Notice of Public Hearing): “Proposed Increase to Water Rates,” 
https://www.sandiego.gov/sites/default/files/186151_prop_218_notice_mailer_sept_2022.pdf.   
16 TY 2024 rates for these expenses are calculated using the average annual percent increase based on 
historical rate changes after the known cost changes are applied to 2022 and 2023 rates.  Known 2023 
rates are also included in calculating average annual percent increase for these expenses.  Refer to 
Attachment 3 for calculations of the average annual percent increase of historical rate data.   
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correcting their recorded costs, which results in a reduction of $78,800 for 1 

TY 2024.17   2 

5. The Commission Should Institute a Deceptive 3 
Pricing Adjustment and Suspend Purchased Water 4 
Balancing Accounts for this GRC 5 

To protect customers from Cal Am’s deceptive and deliberate under-6 

forecasting and resultant surcharges from balancing accounts, the 7 

Commission should institute a Deceptive Pricing Adjustment that removes 8 

$6,486,048.42 from Cal Am’s 2024 budget. This amount is equal to the 9 

amount Cal Am under-forecasted for purchased water.  Additionally, the 10 

Commission should suspend the use of purchased water balancing accounts 11 

for this GRC to send a message to Cal Am that its deliberate lack of 12 

transparency and abuse of balancing accounts will not be tolerated.   13 

B. NARUC Account #726 – Purchased Power 14 

Like with Purchased Water, Cal Am produces an unreasonable forecast for 15 

2024 Purchased Power expenses by utilizing the same rates as from 2022.  Cal Am 16 

deliberately under-forecasts purchased power costs by ignoring any anticipated 17 

inflation or other cost increases for power.  Cal Am also abuses the use of 18 

balancing accounts that track Purchased Power expenses. This eliminates the 19 

incentive for Cal Am to produce an accurate forecast that anticipates cost increases 20 

for power since the variance between actual and budgeted expenses is returned or 21 

charged to ratepayers.    The result is a deceptive forecast that produces artificially 22 

low rates and allows Cal Am to recoup the difference tracked in balancing 23 

accounts via surcharges to ratepayers.   24 

 
17 Attachment 10 (Seaside Watermaster and Sand City Corrections): 2022-09-07 A2207001 CAW 
Response Cal Adv TGE 04, and CAW Response Cal Adv TGE 04 Q002.b Attachment 1, which 
summarizes Original and Corrected expenses for Sand City and Seaside Basin Water Master.   
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The Commission should adopt the following adjustments based on 1 

removing inappropriate double counted expenses and applying historical cost 2 

increases for purchased power rates.  First, the Commission should make an 3 

adjustment to remove double counted purchased power expenses, which reduces 4 

Cal Am’s forecast from $10,722,455.52 to $9,588,549.32.  Second, the 5 

Commission should apply historical cost increases to this forecast, which results in 6 

an increase to $11,335,551.57.  Other differences in purchased power expenses 7 

resulting from water production estimates are addressed in the testimony of Cal 8 

Advocates’ witness Herbert Merida.   9 

Like with Purchased Water, the Commission should also implement a 10 

Deceptive Pricing Adjustment for Purchased Power, whereby the Commission 11 

should lower Cal Am’s total recovery from ratepayers by $1,747,002.25, which is 12 

a reasonable calculation of the amount of deliberately under-forecasted power 13 

expenses.  Since the deliberate abuse of balancing accounts highlighted in Cal 14 

Am’s deceptive under-forecasting with purchased water expenses also applies to 15 

purchased power, the Commission should also suspend the use of balancing 16 

accounts for Purchased Power for this current GRC cycle.   17 

1. Removal of Double Counted Purchased Power 18 
Expenses for TY 2024 19 

Cal Am inappropriately double counted purchased power expenses 20 

for several water systems.18  Cal Am includes expenses from these smaller 21 

water systems and groups them with its larger “roll-up” districts in its 22 

purchased power workpaper calculations. However, Cal Am double 23 

counted expenses for these water systems by projecting a five-year inflation 24 

adjusted average based on their recorded expenses from 2017-2021.   Doing 25 

so double counts what is already included in Cal Am’s purchased power 26 

 
18 The affected water systems include Monterey – Toro, Monterey – Garrapata, Dunnigan WW, 
Geyserville, Meadowbrook, Rio Plaza, Fruitridge, and Hillview.   
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workpaper, leading to $1,133,906.20 in double counted expenses for Test 1 

Year 2024.  Cal Am acknowledges the double counted expenses and agrees 2 

to remove them for all projected years, including TY 2024.19   3 

2. The Commission Should Adopt Historical Rate 4 
Increases for Projected Purchased Power Expenses 5 

Cal Am unreasonably forecasts flat and uniform power rates from 6 

2022 through TY 2024.  Historical data from 2017-2021 historical data 7 

indicate that overall power costs have steadily increased across all Cal Am 8 

districts.20  Like with purchased water, past testimony and current findings 9 

indicate an abusive pattern of deliberate under-forecasting for purchased 10 

power expenses tracked in balancing accounts. 21  The extraordinary 11 

protections afforded by balancing accounts allow Cal Am to give the false 12 

impression of low rates by under-forecasting expenses for TY 2024, 13 

knowing that the difference between actual and budgeted purchased power 14 

expenses will be paid for by California ratepayers via surcharges.   15 

For this current GRC period, the Commission should adopt an 16 

annual increase of 5.74% on the cost per kilowatt hour ($/KWH) for 17 

purchased power.  5.74% represents the average historical annual increase 18 

in cost per kilowatt hour rates for recorded years 2017-2021.22  19 

 
19 Attachment 11 (Double-Counted Purchased Power Expenses): 2022-11-30 A2207001 CAW Response 
Cal Adv TGE 14, at 4-5. 
20 Attachment 12 (Purchased Power 2017-2021 Recorded Year Rate Increases): 2017-2020 data from 
CAW Response Cal Adv TGE 02 Q001 Attachment 1, and 2021 data from workpaper 
ALL_CH04_O&M_WP_Purchased Power, worksheet tab Purchased Power Details WS-1.   
21 Attachment 4 (Direct Testimony of Anush Nagesh): Report and Recommendations on Operations and 
Maintenance and Administrative and General and Expenses, Labor Expenses, Balancing and 
Memorandum Accounts and Special Requests #2,3, and 13 from A.19-07-004 at 3-7.   
22 Attachment 12 explains calculation for 5.74% annual increase for $/KWH. 
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Incorporating an annual increase of 5.74% results in an increase of 1 

$1,747,002 to Cal Am’s TY 2024 forecast.  2 

3. The Commission Should Adopt a Deceptive Pricing3 
Adjustment and Suspend Purchased Power4 
Balancing Accounts for this GRC5 

Similar to purchased water, the Commission should protect6 

customers from Cal Am’s deceptive and deliberate under-forecasting and 7 

resultant surcharges from balancing accounts by instituting a Deceptive 8 

Pricing Adjustment that removes $1,747,002.25 from Cal Am’s budget for 9 

TY2024.  This amount is equal to the amount Cal Am under-forecasted for 10 

purchased power.  The Commission also should suspend the use of 11 

purchased power balancing accounts for this GRC to signal to Cal Am that 12 

its deliberate under-forecasting and abuse of balancing accounts will not be 13 

tolerated.   14 

C. NARUC Account #744 - Chemical Expenses15 

Cal Am calculates chemical expenses by utilizing a three-year historical16 

average of chemical quantities by district and dividing by the three-year historical 17 

average total water production in one-hundred cubic feet (CCF) for that same 18 

district to arrive at a pounds of chemical per CCF of water figure. Cal Am then 19 

takes the pound per CCF number for each chemical and multiplies by the 20 

projected total water production for that district to arrive at the projected chemical 21 

quantity for each year.  The chemical quantity is then multiplied by cost per unit 22 

factor to arrive at the annual expenses for that chemical.  The cost per unit factor 23 

for each unique chemical is based on the current 2022 price, which is then 24 

increased by inflation to arrive at the 2024 budget.23 25 

23 Direct Testimony of Bahman Pourtaherian at 17-18. 
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Cal Am committed errors in its forecasting methodology for chemical 1 

expenses.  These errors include incorrectly excluding years of zero usage for 2 

certain chemicals and not distinguishing between pumped and purchased water 3 

when calculating total chemical costs.  Using Cal Am’s methodology would result 4 

in an inaccurate forecast of chemical expenses.  Instead, the Commission should 5 

adopt a budget that utilizes a five-year inflation adjusted average as Cal Am 6 

proposed in its last GRC.24  A five-year inflation adjusted average reduces Cal 7 

Am’s forecast from $1,804,338.02 to $1,608,874.47. Any other differences in the 8 

chemical expense forecast may be the result of differences in water production 9 

estimates addressed in the testimony of Cal Advocates’ witness Herbert Merida.  10 

Table 1-2 compares Cal Am’s and Cal Advocates’ forecasts for chemicals for TY 11 

2024.   12 

 

Table 1-2 – Comparison of Cal Advocates’ Recommended and Cal Am Requested 13 

Chemicals Budgets for TY 2024 14 

NARUC Account (a) Cal Advocates 
Recommended (b) 

Cal Am 
Requested (c) 

Cal Adv < Cal Am 
(b-c) 

744 Chemicals $1,608,874.47 $1,804,338.02 -$195,463.55 

1. Erroneous Three-Year Average   15 

California American Water states that “chemical costs were 16 

calculated based on three years of average actual chemical usage” for its 17 

forecasting methodology.25  However, for several chemicals, Cal Am does 18 

not use a three-years average of chemical quantity; instead, Cal Am omits 19 

years within the three-year period with zero usage.  For example, where a 20 

 
24 Attachment 13 (2019 Pourtaherian Testimony on Chemical Expenses): Direct Testimony of Bahman 
Pourtaherian at 19 from Cal Am’s 2019 GRC Application (A.19-07-004).   
25  Direct Testimony of Bahman Pourtaherian, at 17. 
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chemical was deployed in only two out of the three historical years, CAW’s 1 

methodology omits the year with zero chemical usage, resulting in a two-2 

year average.  Similarly, for chemicals with only one year of historical 3 

usage, CAW omits the other two years of zero usage and labels the single 4 

year historical amount as the “three-year” historical average.  Correcting for 5 

Cal Am’s erroneous averaging results in approximately a $17,822 6 

reduction.   7 

2. Inappropriate Inclusion of Purchased Water in 8 
Forecast Calculations 9 

Cal Am also erroneously forecasts chemical expenses by 10 

incorporating a three-years average total water production into its 11 

calculations without distinguishing between pumped water and purchased 12 

water for Cal Am districts that utilize both sources.  Purchased water is 13 

typically treated with chemicals before being purchased from wholesaler 14 

water agencies.  For example, in the Los Angeles District, Cal Am 15 

purchases treated water ready for potable use from The Metropolitan Water 16 

District of Southern California (MWD) and from the West Basin Municipal 17 

Water District (WBMWD).26 27 In the Sacramento District, Cal Am 18 

purchases water from the City of Sacramento, which treats surface water 19 

from the Sacramento River at its two water treatment plants before entering 20 

its water distribution system.28  The City of Sacramento also delivers 21 

 
26 CAW 2022 GRC Final Application Exhibit B – Volume 1 of 3 (MDR Sections A-F), Los Angeles 
County District 2020 Urban Water Management Plan, at 6-11 to 6-12, or at 548 to 549 out of 2043. 
27 Attachment 14 (Metropolitan Water District of Southern California Water Treatment) shows of 
MWD’s chemical water treatment process. www.mwdh2o.com/your-water/water-quality-and-treatment/.  
Retrieved March 11, 2023. 
28 Attachment 15 (City of Sacramento 2020 Urban Water Management Plan) at ES-3 or at 20 of 448.  
http://www.cityofsacramento.org/-/media/Corporate/Files/DOU/Reports/Sacramento-2020-UWMP---
Final-w-Ltr-of-Acceptance.pdf?la=en. 
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groundwater which is treated on site at its various groundwater wells.29  1 

The City of Sacramento’s water distribution system is a single system that 2 

delivers “Drinking Water” quality water to both its retail customers and 3 

wholesale customers, including Cal Am.30 31 32  4 

The evidence clearly demonstrates that Cal Am’s purchased water 5 

supply undergoes treatment.  Therefore, the per unit cost of purchased 6 

water already reflects the application of chemicals by these agencies.  By 7 

not distinguishing between pumped and purchased water, Cal Am 8 

inaccurately forecasts the projected amount of chemicals for water 9 

treatment.  Correcting Cal Am’s error by excluding purchased water from 10 

its chemicals forecast calculation results in approximately a $177,642 11 

reduction.   12 

Consequently, the Commission should adopt a 5-year inflation 13 

adjusted average to forecast Cal Am’s chemical expenses.  The resulting 14 

amount would closely approximate corrections to Cal Am’s erroneous 15 

forecasts, as well as offer a more reasonable and simpler methodology for 16 

predicting chemical costs.   17 

 
29 Attachment 16 (City of Sacramento Drinking Water Source and Treatment): City of Sacramento 
Utilities website.  www.cityofsacramento.org/Utilities/Water/Water-Quality/Where-Your-Water-Comes-
From.  Retrieved March 11, 2023.   
30 Attachment 15 (City of Sacramento 2020 Urban Water Management Plan) at 4-11 or at 59 of 448.  
“The City’s distribution system for retail and wholesale customers is a single system and not separated.”   
31 Attachment 15 (City of Sacramento 2020 Urban Water Management Plan): Table 4-7 Wholesale 
Demands at 4-7 or p 55 of 448.  
32 Attachment 17 (Department of Water Resources Submittal Table 4-1): Snapshot of Excel workbook 
template for Attachment 15’s Table 4-7.  Shows three dropdown choices for water quality treatment 
levels, which include “Drinking Water”, “Raw Water,” and “Other Non-Potable Water,” demonstrating 
that the selection of “Drinking Water” in Table 4-7 shows that water delivered to Cal Am is treated. 
Obtained at Department of Water Resources Water Use Efficiency Data website.  
https://wuedata.water.ca.gov/public/public_resources/7257642447/FINAL%20Submittal%202020%20U
WMP%20Tables%2005.20.2021.xlsx.  Retrieved March 11, 2023. 
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D. NARUC Account #752: Storage Facilities Expenses 1 
(Water Loss Performance Standards) 2 

Cal Am is requesting $3,948,646.58 in operational expenses spread equally 3 

across the years 2024-2026, resulting in $1,316,216 for TY 2024 for expenses 4 

related to Water Loss Performance Standards.33 34  Water loss performance 5 

standards are set by an economic model currently in development by the State 6 

Water Resources Control Board (SWRCB) and primarily address real water loss. 7 
35  Real water loss specifically refers to physical water loss resulting from systems 8 

leakage.36  State water providers enter various inputs, such as number of service 9 

connections and leakage volume, into the economic model to provide an 10 

individualized water loss standard.37   11 

The Commission should deny the entirety of Cal Am’s request of 12 

$1,316,216 for operational expenses related to Water Loss Performance Standards 13 

in TY 2024, due to no current agreed upon SWRCB performance standards, the 14 

unreasonableness of Cal Am’s proposed consultant fees, and the redundancy of 15 

existing mains replacement programs and other surveys that already engage in 16 

proactive leak detection. These reasons are explained in detail in the sections 17 

below.   18 

 
33 Direct Testimony of Patrick Pilz, at 35-37, and at Attachment 7. 
34 Workpaper ALL_CH04_O&M_WP_Other O&M Exp Adj.xlsb, worksheet tab INPUT Adjustments, 
cells T99 through T104, and cells U99 through U104.  Each year totals $1,316,216 in expenses.   
35  Attachment 18 (Water Loss Performance Standards Draft Regulatory Text): Section 981 Volumetric 
Water Loss Performance Standards and Section 982. Economic Model, at 8-18.  
https://www.waterboards.ca.gov/water_issues/programs/conservation_portal/docs/2022/water-loss-
regulatory-text-10-14-22.docx  
36 Attachment 19 (Fact Sheet on Water Loss Performance Standards) at 1 of 4, Footnote 2.  Real water 
loss is defined as “the physical loss of water from water distribution systems.” 
https://www.waterboards.ca.gov/conservation/docs/waterlosscontrol/2020/waterlossperformancestandards
_factsheet_18november2020.pdf.  Retrieved March 17, 2023.   
37 Attachment 19 (Fact Sheet on Water Loss Performance Standards) at 4 of 4, Background section. 
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1. No Agreed Upon Economic Model Set by the 1 
SWRCB  2 

Cal Am and other urban water providers will have individualized 3 

water performance loss standards based on their individual inputs into 4 

SWRCB’s economic model.  However, SWRCB’s text of proposed 5 

regulations for Water Loss Performance Standards, including the economic 6 

model, have yet to be finalized.  SWRCB’s Draft Regulatory Text for 7 

Water Loss Performance Standards was last updated on October 14th, 8 

2022.38  The SWRCB last held a board hearing on October 19th, 2022, and 9 

released a draft response to various comments and proposed changes to the 10 

performance standards.39  There is no indication that SWRCB has finalized 11 

either the regulatory text or economic model for the Water Loss 12 

Performance Standards.  Cal Am’s estimates for leak detection is based in 13 

part on SWRCB’s economic model.  Estimating operational expenses for 14 

Water Loss Performance Standards without a finalized economic model 15 

would be premature and likely to result in an inaccurate forecast.   16 

2. Unreasonableness of Cal Am’s Proposed 17 
Consultancy Costs 18 

Cal Am estimates consultant expenses at $1,500,000 over three 19 

years, bringing annual consulting expenses to $500,000 in TY 2024.  This 20 

estimate assumes an expense of $250,000 for each of Cal Am’s six districts 21 

over three years.40  Cal Am explains that this amount was provided by its 22 

 
38 Attachment 20: SWRCB Water Loss Website 
https://www.waterboards.ca.gov/conservation/water_loss_control.html.  Retrieved April 3, 2023. 
39 Attachment 20: SWRCB Water Loss Website.  Draft response to comments may also be viewed at 
https://www.waterboards.ca.gov/water_issues/programs/conservation_portal/docs/2022/draft-water-loss-
response-to-comments.docx  
40 Direct Testimony of Patrick Pilz, at 35-37, and at Attachment 7. 
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consultant, E-source, as an estimate based on prior experience providing 1 

consulting services for other water agencies and providers.41    2 

Cal Am’s estimate is unreasonable for the following reasons.  The 3 

assumption that each of Cal Am’s six primary districts would each yield the 4 

same expense is unreasonable given that these service areas vary greatly in 5 

size, area, and number of customers.  For example, as of 2021, Cal Am 6 

serves approximately 21,791 customers in the San Diego District and 7 

69,059 customers in the Sacramento District.42  Cal Am also states in a data 8 

request response that “individual district consulting costs will ultimately 9 

vary based on scope and efforts needed to bring each service area into 10 

compliance.”43  Basing expense estimates on prior consulting experience 11 

with other water provider agencies is also unreasonable, as the scope, 12 

needs, and circumstances of various providers is also likely to differ 13 

greatly.  The Water Loss Performance Standards themselves are intended to 14 

provide individualized standards based on the unique needs and 15 

circumstances of each urban water provider.   Cal Am provides no other 16 

justification for consultancy expenses other than citing the E-Source 17 

estimate. When asked to provide documentation to justify the expense of 18 

$250,000 for each district, Cal Am could not do so.44 19 

 
41 Attachment 21:2022-12-07 A2207001 CAW Response Cal Adv TGE 15, at 5-6 
42 The Sacramento District encompasses eight service areas:  Sacramento, Meadowbrook, Fruitridge, 
Hillview, Dunnigan, Dunnigan Wastewater, Geyserville, and Bass Lake.  Refer to workpaper 
All_CH03_REV_RO_Sales-Customers, worksheet tab Rec Customers WS-01 for customer numbers.   
43 Attachment 21: A2207001 CAW Response Cal Adv TGE 15, at 5-6 
44 Attachment 21: A2207001 CAW Response Cal Adv TGE 15, at 4-6 



 

19 

 

3. Adequacy of Cal Am’s Current Leak Detection 1 
Efforts 2 

Cal Am currently implements robust mains improvement and 3 

replacement programs in its service areas, making Cal Am’s request for 4 

additional expenses related to leak detection for water loss performance 5 

standards redundant.  The implementation of these main replacement 6 

programs is based on Cal Am’s Condition Based Assessments (CBA).  A 7 

primary purpose of a CBA is to “identify water mains that need 8 

rehabilitation and/or replacement.”45  Leak and breakage history is a key 9 

evaluation criterion in the main replacement CBA, indicating that Cal Am 10 

already performs routine proactive leak detection through CBAs.46 For 11 

example, as cited in the testimony of Cal Advocates’ witness Sari Ibrahim, 12 

Cal Am cancelled its Ventura St. Charles Oaks Apartments Main 13 

Replacement project, citing an inspection that demonstrated the existing 14 

main’s adequacy.47   15 

4. Cal Am’s Reported Average Water Loss Falls Well 16 
Below the State Average 17 

Cal Am’s current and historic water loss data also show that Cal 18 

Am’s current efforts and budget adequately support robust and proactive 19 

leak detection.  As part of requirements set by “Minimum Data 20 

Requirement II.E.3. – Water Loss Audit,” Cal Am already provides annual 21 

water loss audit data for each of its stand-alone water systems across Cal 22 

 
45 Attachment 22: Cal Am Los Angeles County District 2019 Condition Based Assessment (Redacted), 
Section 1 Existing System, attached as part of the redacted public version of California American Water 
2019 Los Angeles Country District Comprehensive Planning Study, p. 942 of 1495.    
46 Attachment 22: Cal Am Los Angeles County District 2019 Condition Based Assessment (Redacted), 
Section 2 Main Replacement Methodology, 2.3.8 Break/Leak History, attached as part of the redacted 
public version of California American Water 2019 Los Angeles Country District Comprehensive 
Planning Study, at 950 and 959 of 1495.    
47 Refer to the Testimony of Cal Advocates’ witness Sari Ibrahim. 
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Am’s six districts. 48  Figure 1-1 below compares Cal Am’s annual average 1

real water losses to the annual statewide average of all reporting California 2

water suppliers.49  The data clearly shows that Cal Am’s real water loss 3

figures are already well below the statewide average.  In 2021, Cal Am 4

reported a company-wide average of 254 acre-feet of real water loss for its 5

water systems, far lower than the statewide average of 609 acre-feet.  The 6

data shows similar disparities across the years 2016-2021.  The data 7

demonstrates that Cal Am’s current leak detection efforts are robust and 8

adequate.  Therefore, Cal Am’s request for additional leak detection 9

expenses for water loss performance standards is redundant and imprudent.  10

Figure 1-1: Cal Am Average Real Water Loss and Statewide Average Real Water 11

Loss 12

 13

48 Cal Am’s 2022 GRC Application, Exhibit B Vol. 1 of 3 MDR Sections A-F for MDR II.E.3 – Water 
Loss Audit, at 366 of 2043.   
49 Water audit data was obtained from Water Loss Audit Reports data hub at the Water Use Efficiency 
Data (WUEdata) website maintained by Department of Water Resources.  
https://wuedata.water.ca.gov/awwa_export.  Retrieved March 12, 2023.   
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E. NARUC Account #756 - Miscellaneous Expenses 1 

NARUC Account #756 Miscellaneous Expenses includes expenses related 2 

to Planning Studies, Comprehensive Planning Studies (CPS), and System Maps.  3 

Each of these three items are broadly referred to as “planning studies and system 4 

maps costs” both in Cal Am’s literature and in this testimony.50  Cal Am planning 5 

studies proposed outside of CPS are hereby referred to as “individual planning 6 

studies.”  Cal Am sums up expenses for planning studies, CPS studies, and 7 

systems maps to yield total expenses for each year. Cal also estimates planning 8 

studies and map expenses for Escalation Years 2025 and 2026, with many 9 

individual planning studies slated to begin in those years.51  Lastly, Cal Am 10 

proposes splitting all planning studies and system maps expenses for 2024 through 11 

2026 into equal amounts across these three years to arrive at its planning studies 12 

and maps budget of $2,283,100 for TY 2024.52    13 

The Commission should limit Cal Am’s request for individual planning 14 

studies to 40% of proposed expenses due to past underspending for individual 15 

planning studies expenses.  The Commission should also adopt a five-year 16 

inflation adjusted average for maps expenses due to a consistent pattern of 17 

underspending dating back to Cal Am’s 2016 GRC.  Lastly, the Commission 18 

should disallow the entirety of Cal Am’s proposed expenses related to CPS 19 

studies, due to the planning length of already completed CPS studies and the 20 

ability of Cal Am’s in house engineers to complete future CPS studies.  These 21 

reductions also affect Cal Am’s estimates for 2025 and 2026, which in turn affect 22 

TY 2024 estimates due to Cal Am’s proposal to equally split these expenses across 23 

 
50 Direct Testimony of Ian Crooks, Section XVI. Planning Studies and System Maps, at 241-248. 
51 Direct Testimony of Ian Crooks, at 247-248, Planning Studies and System Maps Costs. 
52 Direct Testimony of Ian Crooks, at 247-248 and Workpaper ALL_CH04_O&M_WP_Other O&M Exp 
Adj.xlsb, worksheet tab INPUT Adjustments, cells T27, U27, T35, U35, T43, U43, T55, U55, T63, U63, 
T71, U71, T79, and U79. 
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2024 through 2026.  This reduces Cal Am’s planning studies, CPS, and system 1 

maps forecast for TY 2024 from $2,283,100 to $645,931.26, a reduction of 2 

$1,637,168.74.  The Commission should also reduce NARUC Account #756 3 

expenses by an additional $198,394.89 due to duplicate expenses already 4 

accounted for in Cal Am’s forecast for Planning Studies and Maps expenses.  The 5 

Commission should also reduce Cal Am’s budget by $65,128.74 due to an 6 

averaging error in Cal Am’s forecasting in several Cal Am Districts as explained 7 

in Section F: Averaging Error in Cal Am Forecasting, of this testimony.  In sum, 8 

these adjustments reduce Cal Am’s overall forecast for NARUC Account #756 9 

expenses from $3,635,338.09 to $1,734,645.73.   10 

1. The Commission should limit Cal Am’s request for 11 
individual planning studies to 40% of proposed 12 
expenses due to past underspending. 13 

Cal Advocates sampled various Cal Am individual planning studies 14 

expenses from then Test Year 2021, which amounted and reviewed to 15 

$2,272,250 of approved expenses.  Cal Am spent only $911,843, or 40% 16 

overall, of the approved $2,272,250 for this sample.  For example, the Los 17 

Angeles Well Plan Study and Ventura Water Storage Tank Seismic Study 18 

spent 9% and 25% of their allocated approved expense amounts 19 

respectively.  Only one study, Cal Am’s company-wide study on portable 20 

generators, met its approved expense amount for 2021.  Table 1-3 below 21 

shows the specific 2021 studies sampled and compares their approved 22 

spends to Cal Am’s actual recorded expenses for these specific planning 23 

studies.  24 
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Table 1-3 –2021 Expenses Comparison for Sampled 2021 Individual Planning 1 

Studies 53 2 

District & Study Authorized 
(a) 

Invoiced 
(b) 

Difference (b-
a) 

 

Monterey SCADA 
Master Plan 

$222,250 $89,500 -$132,750  

Los Angeles Tank 
Seismic Assessment 

$500,000 $198,567 -$301,433  

Los Angeles Well 
Master Plan 

$150,000 $13,431 -$136,569  

Ventura Water Storage 
Tank Seismic Study 

$700,000 $172,975 -$527,025  

Ventura Integrated 
Water Supply 

$550,000 $230,000 -$320,000  

CAW Corporate 
Portable Generator 
Power Shutoff Study 

$150,000 $207,370 $57,370  

Total $2,272,250 $911,843 -$1,360,407  
 

Invoices from the sampled studies also show that Cal Am contracted 3 

for planning studies well below the amounts approved by the Commission 4 

for then Test Year 2021.  Invoices for Cal Am’s Ventura Water Storage 5 

Tank Seismic Study show that Cal Am contracted this study for $376,598 6 

when it received Commission approval for $700,000.54  Similarly, Cal 7 

Am’s Ventura Integrated Water Supply (IWS) study received Commission 8 

approval for $550,000, but Cal Am contracted this study for $320,000.55  9 

The difference between the Commission’s authorized amounts and Cal 10 

 
53 Attachment 23: 2022-10-07 A2207001 CAW Response Cal Adv TGE 11 showing actual expenses for 
the studies sampled in the data request at 5-7. 
54 Attachment 24: 2022-10-07 A2207001 CAW Response Cal Adv TGE-11 Q002 Attachment 4 (Ventura 
Seismic Tank Assessments Spend).  
55 Attachment 25: 2022-10-07 A2207001 CAW Response Cal Adv TGE-11 Q002 Attachment 5 (IWS 
Master Plan Ventura Spend). 
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Am’s contract amounts for these two studies results in $503,402 of pure 1 

profit at California ratepayers’ expense. 2 

These facts demonstrate a pattern of purposeful underspending well 3 

below amounts authorized by the Commission.  It is reasonable to conclude 4 

that Cal Am’s proposed budget estimates for these planning studies exceed 5 

the necessary cost of their execution.  Based on findings that Cal Am spent 6 

only 40% of its approved budget for these sampled planning studies, the 7 

Commission should only allow Cal Am to recover 40% of expenses for its 8 

proposed specific planning studies other than CPS for TY 2024.  This 9 

reduction also applies to all individual planning studies that are scheduled 10 

to begin in the 2025 and 2026 Escalation Years since Cal Am proposes 11 

splitting planning studies costs equally across all three years in the GRC 12 

period.  This reduces Cal Am’s budget for individual planning studies by 13 

$360,600, from $601,000 to $240,400 for TY 2024.  14 

2. Cal Am Underspending for Maps Expenses 15 

Cal Am demonstrates a consistent pattern of underspending for its 16 

mapping and GIS expenses dating back to its 2016 GRC.  Recorded data 17 

from years 2017 through 2021 show that Cal Am spent $140,263 on 18 

systems maps expenses, or 19.87% of Cal Am’s proposed total for Test 19 

Years 2018 and 2021.56  Table 1-4 below shows both Cal Am’s projected 20 

and actual maps expenses for this period.57  Cal Am explains its lack of 21 

spending in 2020 and 2021 by citing extenuating circumstances from the 22 

 
56 Attachment 26: 2022-12-21 A2207001 CAW Response Cal Adv TGE 16. Snapshot of CAW Response 
Cal ADV TGE 16 Q001 a-f Attachment 1 showing recorded maps expenses for 2017-2021 
57 Data breakdown for projected maps expenses:  2018 data from Attachment 27: Decision 18-12-021, 
Decision Adopting the 2018, 2019, and 2020 Revenue Requirement for California-American Water 
Company, Section 7.7., at 64; 2019 through 2021 data from Attachment 28 (Projected Maps Expenses 
2018-2021) showing “Attachment B-6 For Settlement Planning Studies and Mapping” as found in 
California-American Water Company Notice of Updated Settlement Agreement for A.19-07-004. 
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COVID-19 pandemic.58  However, Cal Am’s projections and the 1 

Settlement Agreement from its 2019 GRC show no projected maps 2 

expenses for 2019 and 2020.  Additionally, Cal Am spent just $10,825 of 3 

its approved $327,080 for maps expenses in TY 2018.  This closely 4 

matches Cal Am’s spending for TY 2021, which shows a spend of $10,663 5 

compared to a Commission approved amount of $378,900, showing that 6 

Cal Am’s underspending in 2021 is not due to the pandemic, but rather is in 7 

line with Cal Am’s historical spending for maps expenses.  The 8 

Commission uncovered similar issues with Cal Am’s 2016 GRC.  Cal Am 9 

was unable to provide satisfactory support for its 2012 and 2015 maps 10 

expenses, and the Commission subsequently ruled that Cal Am reduce its 11 

maps budget by 50%.59  Cal Am repeats this pattern of underspending for 12 

maps expenses for this current GRC.   13 

Consequently, the Commission should adopt a 5-year inflation 14 

adjusted average of recorded 2017-2021 maps expenses, which lowers Cal 15 

Am’s TY 2024 forecast from $473,600 to $36,531.26, a reduction of 16 

$437,068.74.  This amount provides a more reasonable approximation of 17 

TY 2024 expenses based on Cal Am’s actual spending for maps expenses.   18 

 

Table 1-4 – Cal Am Maps Expenses for 2018-2021 19 

Expense Type TY 2018 2019 2020 TY 2021 Total 

Projected  $327,080 $0 $0 $378,900 $705,980 

Actual  $10,825 $118,775 $0 $10,663 $140,263 

 
58 Attachment 26: 2022-12-21 A2207001 CAW Response Cal Adv TGE 16 at 6-8. 
59  Attachment 27: Decision 18-12-021, Decision Adopting the 2018, 2019, and 2020 Revenue 
Requirement for California-American Water Company, Section 7.7., at 62-64. 
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3. The Commission Should Remove all CPS Expenses 1 
for this GRC  2 

The Commission should remove all expenses related to 3 

Comprehensive Planning Studies for this GRC, totaling $806,166.67 for 4 

TY 2024, due to the planning length of already completed CPS studies and 5 

the adequacy of Cal Am’s in-house engineers and resources to carry out 6 

CPS studies.60 Generally, Cal Am’s CPS studies forecast customer needs 7 

and projections as far as the year 2035 for the purpose of providing 8 

recommendations for capital improvements and projects.61  These facts 9 

demonstrate that Cal Am’s already completed CPS adequately cover an 10 

ample period of time up to the year 2035.   11 

Additionally, Cal Am employs the services of various consultants to 12 

assist with and perform activities related to the completion of CPS, 13 

resulting in recommendations for new capital projects.  However, the 14 

decision on whether these projects proceed with construction is made by 15 

Cal Am’s pay-rolled engineers.  As shown in Minimum Data Requirement 16 

II.D.5 – Plant Improvements Authorized But Not Built, many of these 17 

capital projects arising from CPS recommendations have been cancelled.62   18 

This suggests that Cal Am’s own engineers are capable of carrying out 19 

functions and needs of CPS studies to determine the necessity of capital 20 

projects.  Therefore, should Cal Am execute additional CPS studies for this 21 

GRC, any labor, surveying, and other CPS-related activities for CPS 22 

 
60 Cal Am proposes $2,418,500 in total CPS costs but spreads these costs evenly across years 2024-2026, 
resulting in $806,166.67 for TY 2024.  See Testimony of Ian Crooks, at 247-248, Planning Studies and 
System Maps Costs. 
61 Attachment 29: California American Water 2019 Los Angeles County District Comprehensive 
Planning Study (Redacted), describing Cal Am’s 2035 planning benchmarks in Executive Summary at 22 
of 1495, and in Section 2 Comprehensive Planning Process, at 133-134 of 1495.    
62  2022 GRC Exhibit B Vol. 1 of 3 MDR Sections A-F for MDR II.D.5 – Plant Improvements 
Authorized But Not Built, p. 338-348. 
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expenses can be adequately covered by Cal Am’s own in-house engineering 1 

team.   2 

4. Removal of Double Counted Expenses Related to 3 
Plannings Studies, CPS Studies, and Maps 4 
Expenses 5 

Cal Am double counted planning studies expenses in the districts of 6 

Dunnigan, Geyserville, Meadowbrook, Fruitridge, and Hillview.  Cal Am 7 

forecasts its expenses for Planning Studies and Maps by using specific 8 

adjustments for individual planning studies and CPS studies, Urban Water 9 

Management Plan (UWMP), Risk and Resilience Assessment (RRA), and 10 

maps expenses.  However, Cal Am employs an inflation-adjusted, five-11 

years recorded average to forecast TY 2024 expenses for these districts.  12 

This forecast duplicates what is already included in Cal Am’s specific 13 

adjustment forecast for two reasons: 1) the 2020 and 2021 recorded 14 

expenses for these districts are composed primarily of UWMP, RRA, and 15 

planning studies expenses upon which Cal Am’s specific adjustments 16 

forecast are based, and 2) these districts’ expenses are already “rolled-up” 17 

into the Sacramento District.  Sacramento District’s forecast for planning 18 

studies and maps expenses already include these sub-districts’ expenses.  19 

Therefore, the Commission should remove these duplicate expenses from 20 

all projected years including TY 2024.  This results in a $198,394.89 21 

reduction for TY 2024.   22 

F. Cal Am Averaging Error in Forecasting 23 

Cal Am commits a significant averaging error in its forecasting 24 

methodology that affects various NARUC Accounts for various Administrative 25 

and General and Maintenance and Operations expenses.  This error led to Cal Am 26 

inflating its forecasted TY 2024 expenses in the districts of Rio Plaza, Fruitridge, 27 

and Hillview by an additional $381,876.78 for NARUC Accounts pertaining to 28 
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Maintenance and Operations.63 The Commission should remove the $381,876.78 1 

in inflated expenses.  The sections below detail Cal Am’s averaging errors and 2 

how to correct them in each of the three affected districts.  For the averaging 3 

error’s effects on A&G expenses, refer to the testimony of Cal Advocates Office 4 

witness Andrew Sweeney.   5 

1. Rio Plaza District 6 

Cal Am acquired and assumed operational control of Rio Plaza 7 

Water Company in 2019.64  Cal Am does not incorporate recorded data into 8 

its 5 years of recorded data for acquired systems until it assumes 9 

operational control.  This results in three years of recorded data from 2019-10 

2021 for Rio Plaza.  Rio Plaza’s TY 2024 forecast for various expenses 11 

should be based on a three-year inflation adjusted average of recorded 12 

expenses from 2019 through 2021.  However, Cal Am commits an 13 

averaging error by dividing the sum of its recorded expenses by two years 14 

instead of three.  This results in increased TY forecasts that are inflated by 15 

as much as 67%.  The Commission should remove these inflated expenses 16 

from TY 2024 by correcting this averaging error to reflect a true three-years 17 

average of recorded expenses.  18 

2. Fruitridge District 19 

Cal Am acquired and assumed operational control of the Fruitridge 20 

Vista Water Company in 2020. 65   TY 2024 forecasts for various Fruitridge 21 

 
63 The NARUC Accounts affected include 703, 713, 725, 733, 742, 743, 748, 752, 756, 761, 763, and 
766. 
64 Attachment 30: American Water Press Release - “California American Water Acquires Rio Plaza 
Water Company.”  https://www.amwater.com/press-room/press-releases/california/california-american-
water-acquires-rio-plaza-water-company.  Retrieved March 11, 2023. 
65 Attachment 31: American Water Press Release - “California American Water Acquires the Operating 
Assets of the Fruitridge Vista Water Company.”  https://www.amwater.com/press-room/press-
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expenses should be based on a two-year inflation adjusted average of 1 

recorded expenses from 2020 through 2021.  However, like with Rio Plaza, 2 

Cal Am commits an averaging error by dividing the sums of its two-year 3 

recorded expenses by one year instead of two.  This results in an increased 4 

TY forecast that is inflated by as much as double the appropriate forecast.  5 

The Commission should remove these inflated expenses from TY 2024 by 6 

correcting this averaging error to reflect a true two-year average of recorded 7 

expenses for Fruitridge District.  8 

3. Hillview District 9 

Cal Am acquired and assumed operational control of the Hillview 10 

Water Company in 2020. 66   TY 2024 forecasts for various Fruitridge 11 

expenses would be based on a two-year inflation adjusted average of 12 

recorded expenses from 2020 through 2021.  As before, Cal Am also 13 

commits an averaging error by dividing the sums of its two-year recorded 14 

expenses by one year instead of two, inflating its TY forecast by as much as 15 

double.  The Commission should remove these inflated expenses from TY 16 

2024 by correcting this averaging error to reflect a true two-year average of 17 

recorded expenses for Hillview District.   18 

G. Double Counted Amortization of Tank Painting Expenses 19 
in NARUC Account #766 Maintenance of Miscellaneous 20 
Plant 21 

Like double counted expenses for purchased water, purchased power, and 22 

planning studies, Cal Am also double counted $5,722 in expenses related to the 23 

amortization of tank painting projects in NARUC Account #766.  Cal Am 24 

 
releases/california/california-american-water-acquires-operating-assets-fruitridge-vista-water.  Retrieved 
March 11, 2023. 
66 Attachment 32: American Water Press Release “California American Water Acquires Hillview Water 
Company.”  https://www.amwater.com/press-room/press-releases/california/california-american-water-
acquires-hillview-water-company.  Retrieved March 11, 2023. 
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projected a 5-year inflation adjusted increase for amortization of tank painting 1 

projects in the Rio Plaza, Geyserville, and Hillview service areas, which double 2 

counts costs that are calculated in Cal Am’s separate amortization workpaper.  The 3 

Commission should remove the $5,722 of double counted expenses.   4 

IV. CONCLUSION 5 

Cal Am’s deceptive under-forecasting of Purchased Water and Purchased Power 6 

expenses from 2022 through TY 2024 is unrealistic and allows Cal Am to blatantly abuse 7 

balancing account surcharges to recover an increasingly larger share of revenue outside 8 

of base rates set by the Commission.  The Commission should implement realistic rates 9 

that adhere to historical cost increases and planned future rate changes.  The Commission 10 

should also institute Deceptive Pricing Adjustments to deny Cal Am recovery of the 11 

amounts it deliberately under-forecasted, which are $6,486,048.42 for purchased water 12 

expenses, and $1,747,002.25 for purchased power expenses. Lastly, the Commission 13 

should suspend Purchased Water and Purchased Power balancing accounts for this GRC 14 

period due to Cal Am’s continuous abuse of these accounts.   15 

Cal Am’s forecasting methodology for chemical expenses results in an inaccurate 16 

budget due to averaging errors and the inappropriate inclusion of pre-treated purchased 17 

water in its chemical cost calculations.  The Commission should instead adopt a five-year 18 

inflation adjusted average for chemical expenses, reducing Cal Am’s forecast from 19 

$1,804,338.02 to $1,608,874.47.  Returning to a five-year inflation adjusted average 20 

results in a more accurate and reasonable forecast for chemical expenses.  21 

Due to the lack of a current agreed upon economic model from the State Water 22 

Resources Control Board, the unreasonableness of Cal Am’s consultancy expenses, and 23 

the adequacy of Cal Am’s current proactive leak detection, the Commission should deny 24 

Cal Am’s request for $1,316,216 in operational expenses related to the Water Loss 25 

Performance Standards.  Cal Am’s proposal for these operational expenses are 26 

unreasonable and would be duplicative of its current leak detection efforts.   27 
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The Commission should address Cal Am’s consistent pattern of underspending for 1 

its individual planning studies and maps-related expenses by reducing these budgets by 2 

$360,600 and $437,068.74 respectively.  The Commission should also deny Cal Am’s 3 

request for $806,166.67 for CPS studies, due to the planning length of completed CPS 4 

studies and the adequacy of Cal Am’s own engineering teams to conduct any future CPS 5 

studies.   6 

Lastly, the Commission should correct various forecasting errors for TY 2024 7 

expenses that arise from double counting of projected expenses or from erroneous 8 

averaging of recorded expenses across several NARUC accounts.  These errors either 9 

double count expenses already accounted for in Cal Am’s separate workpaper 10 

calculations, or they erroneously overinflate projected expenses due to using the incorrect 11 

number of years for averaging recorded expenses.  Correcting these errors would prevent 12 

overpayment of expenses by California ratepayers.  Therefore, the Commission should 13 

remove $1,855,062.35 in double counted expenses and $381,876.78 in erroneously 14 

averaged expenses.67    15 

 
67 Duplicate expenses comprise of $517,039.26 from Purchased Water, $1,133,906.20 from Purchased 
Power, $198,651 from Planning Studies, and $5,722 from Amortization of Tank Painting.   
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QUALIFICATIONS AND PREPARED TESTIMONY OF Timothy Gee 

 

Q.1  Please state your name and address.  

A.1 My name is Timothy Gee.     

 

Q.2 By whom are you employed and what is your job title?  

A.2 I am employed by the Public Advocates Office at the California Public 

Utilities Commission.  I am a Public Utilities Regulatory Analyst I.    

 

Q.3 Please describe your educational and professional experience. 

A.3 I graduated from the School of Global Policy and Strategy at UC San Diego 

with a Master of Public Policy degree.  I graduated with a specialization in Program 

Design and Evaluation.  I also previously held federal positions at the Department of 

Health and Human Services Office of Inspector General and at the Department of State.    

 

Q.4 What is your area of responsibility in this proceeding?  

A.4 My primary area of responsibility relates to  Maintenance and Operations 

expenses, excluding labor.  These include expenses related to purchased water, purchased 

power, chemicals, and various miscellaneous expense related to maintenance and 

operations.  

 

Q.5 Does that complete your prepared testimony?  

A.5 Yes, this completes my testimony. 
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Attachment 5: Jayne Parker Testimony from 
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Attachment 6: West Basin Municipal Water 
District Financial Report 
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Authority News Release 
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Attachment 8: SDCWA June Board Packet 
Notice to the Public 
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Attachment 9: City of San Diego Notice of 
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Total Purchased Power Costs by Recorded Year 

2017 2018 2019 2020 2021 

$6,837,275.62 $6,801,065.08 $6,934,075.80 $8,027,545.29 $9,182,277.78 

 

Total Kilowatt Hours (KWH) by Recorded Year 

2017 2018 2019 2020 2021 

45,632,462.65 45,020,900.63 43,439,209.33 46,395,066.99 49,107,157.39 

 

$/KWH by Year* 

2017 2018 2019 2020 2021 

0.149834 0.151065 0.159627 0.173026 0.186985 

 

Annual Percentage Increase** 

2017-2018 2018-2019 2019-2020 2020-2021 

0.82% 5.67% 8.39% 8.07% 

 

Average of Annual 
Percentage Increase*** 

5.74% 

*Cost per kilowatt hour ($/KWH) is calculated by dividing total purchased power cost by the total kilowatt hours for 
each recorded year.  Cost and kilowatt hours are based on Cal Am wide expenses across all districts.   

** Annual Percentage Increase is the percent year to year change in $/KWH.  For example, 2017-2018 is calculated 
by taking the difference between the 2018 and 2017 $/KWH figures and dividing by the 2017 $/KWH. 
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***Average of Annual Percentage Increase is the average of the percent year to year change in $/KWH.  
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Attachment 13: 2019 Pourtaherian Testimony 
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Attachment 15: City of Sacramento 2020 
Urban Water Management Plan  
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Attachment 16: City of Sacramento Drinking 
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Attachment 18: Water Loss Performance 
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Attachment 20: SWRCB Water Loss Website 
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Attachment 22: Cal Am Los Angeles County 
District 2019 Condition Based Assessment 
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Attachment 25: 2022-10-07 A2207001 CAW 
Response Cal Adv TGE-11 Q002 Attachment 
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Snapshot of CAW Response Cal ADV TGE 16 Q001 a-f Attachment 1 
 

 
  

Company CDocument NumCost element name Val.in rep Posting Date Created on GL AccountPeriodFiscal YearName Ref DocumTotal quanPosted unit of Purchasing DocumItem Purchase order teDistrict NuDistrict  Name
1015 1005898060 Contract Svc-Eng - Natural 10,825$ 1/22/2018 1/22/2018 53110016 1 2018 50001335 0 0 1501 CAW Corporate
1015 1007137781 Contract Svc-Eng - Natural 10,775$ 1/22/2019 1/22/2019 53110016 1 2019 50001549 0 0 1501 CAW Corporate
1015 1007736208 Contract Svc-Eng - Natural 22,354$ 7/23/2019 7/23/2019 53110016 7 2019 Task Order 10340 50011110 1 AU 3000409104 10 Task Order 10340 1560 Sacramento District
1015 1007758415 Contract Svc-Eng - Natural 20,252$ 7/31/2019 7/31/2019 53110016 7 2019 Task Order 10340 50011170 1 AU 3000409104 10 Task Order 10340 1560 Sacramento District
1015 1007812046 Contract Svc-Eng - Natural 7,387$    8/8/2019 8/8/2019 53110016 8 2019 Inv1003 Task Orde 50011214 1 AU 3000409104 10 Task Order 10340 1560 Sacramento District
1015 1007922252 Contract Svc-Eng - Natural 18,697$ 9/10/2019 9/10/2019 53110016 9 2019 GPS Collection Serv50011394 1 AU 3000409104 20 GPS Collection Se 1560 Sacramento District
1015 1008012205 Contract Svc-Eng - Natural 13,528$ 10/3/2019 10/3/2019 53110016 10 2019 GPS Collection Serv50011536 1 AU 3000409104 20 GPS Collection Se 1560 Sacramento District
1015 1008012207 Contract Svc-Eng - Natural 10,778$ 10/3/2019 10/3/2019 53110016 10 2019 GPS Collection Serv50011536 1 AU 3000409104 20 GPS Collection Se 1560 Sacramento District
1015 1008062950 Contract Svc-Eng - Natural 6,998$    10/23/2019 10/23/2019 53110016 10 2019 GPS Collection Serv50011649 1 AU 3000409104 20 GPS Collection Se 1560 Sacramento District
1015 1008274970 Contract Svc-Eng - Natural 8,000$    12/19/2019 12/19/2019 53110016 12 2019 GPS Collection Serv50012006 1 AU 3000409104 20 GPS Collection Se 1560 Sacramento District
1015 1008274967 Contract Svc-Eng - Natural 8$            12/19/2019 12/19/2019 53110016 12 2019 GPS Collection Serv50012006 1 AU 3000409104 10 Task Order 10340 1560 Sacramento District
1015 1010017761 Contract Svc-Other - Natur 85$          6/9/2021 6/9/2021 52501500 6 2021 50002104 0 0 1567 Hillview
1015 1010017761 Contract Svc-Other - Natur 277$       6/9/2021 6/9/2021 52501500 6 2021 50002104 0 0 1566 Fruitridge
1015 1010017761 Contract Svc-Other - Natur 31$          6/9/2021 6/9/2021 52501500 6 2021 50002104 0 0 1557 Rio Plaza
1015 1010017761 Contract Svc-Other - Natur 100$       6/9/2021 6/9/2021 52501500 6 2021 50002104 0 0 1565 Meadowbrook
1015 1010017761 Contract Svc-Other - Natur 18$          6/9/2021 6/9/2021 52501500 6 2021 50002104 0 0 1564 Geyserville
1015 1010017761 Contract Svc-Other - Natur 7$            6/9/2021 6/9/2021 52501500 6 2021 50002104 0 0 1563 Dunnigan
1015 1010017761 Contract Svc-Other - Natur 129$       6/9/2021 6/9/2021 52501500 6 2021 50002104 0 0 1561 Larkfield District
1015 1010017761 Contract Svc-Other - Natur 3,765$    6/9/2021 6/9/2021 52501500 6 2021 50002104 0 0 1560 Sacramento District
1015 1010017761 Contract Svc-Other - Natur 1,273$    6/9/2021 6/9/2021 52501500 6 2021 50002104 0 0 1551 Ventura County District
1015 1010017761 Contract Svc-Other - Natur 1,610$    6/9/2021 6/9/2021 52501500 6 2021 50002104 0 0 1550 Los Angeles County District
1015 1010017761 Contract Svc-Other - Natur 1,684$    6/9/2021 6/9/2021 52501500 6 2021 50002104 0 0 1540 Monterey County District
1015 1010017761 Contract Svc-Other - Natur 1,683$    6/9/2021 6/9/2021 52501500 6 2021 50002104 0 0 1530 San Diego County District
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