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CHAPTER 1 LABOR BUDGET 1

I. INTRODUCTION2

In TY 2024, Cal Am requests a total labor budget of $42,388,412 based on its 3

projected 2022 expenses.1 2  Cal Am estimates this labor budget by utilizing a total of 339 4

positions.3  Of this labor budget, Cal Am requests to expense $32,470,7554 and capitalize 5

(i.e., increase its rate base by) $9,917,657.5  Cal Am’s total labor budget includes the 6

payroll and wages expense, capitalized payroll and wages, overtime, expensed and 7

capitalized Annual Performance Plan (“APP”) benefits, Compensation Expenses 8

(“Options/RSUs”) under the Long-Term Performance Plan (“LTPP”), and severance.9

Other expenses, such as the stock purchase plan, pension expenses, and healthcare 10

benefits, are not included in the total labor budget.  Instead, these are categorized as 11

“Employee Pensions and Benefits” costs. 12

1  RO Model Workpaper  (July 1, 2022) “ALL_CH04_O&M_RO_Labor” tab “Labor Costs W-Spec Adj 
WS7”, Columns G, Q. Labor Budget = “Labor Regular” ($35,112,593) + “Labor Overtime” ($3,133,540) 
+ “Annual Performance Plan” ($3,522,829) + “Compensation Exp-Options” ($10,590) + “Compensation 
Exp-RSU” ($522,572) + “Severance” ($86,288) + “Labor Capitol Credits” ($8,908,997) +”Annual 
Performance Plan Cap Credits” ($1,008,660) = $42,388,412. 
2 On July 1, 2022, Cal Am filed its General Rate Case Application in this proceeding. In conjunction with 
this filing, Cal Am submitted RO Model workpapers. On October 10, 2022, Cal Am filed its 100-day 
update to its General Rate Case Application. On January 27, 2023, Cal Am filed an Updated Application. 
In conjunction with these two updated applications, Cal Am submitted updated RO Model workpapers. 
These workpapers include revised forecasted costs, which is inconsistent with the Rate Case Plan. D.07-
05-062, Appendix A (Rate Case Plan and Minimum Data Requirements for Class A Water Utilities) at A-
9. Therefore, for any forecasted costs, Cal Advocates is using the values from Cal Am’s original 
application and the July 1, 2022 version of the RO Model workpapers. 
3 Cal Am workpaper “ALL_CH_04_WP_Labor”, tab “Employee Count WS-A-11” cell K77. The 339 
total positions consist of 307 current employees (also includes requested 3 new positions), 16 Vacant 
Positions, 15 requested new employees for future hire, and 1.4 temporary positions. 
4 RO Model Workpaper (July 1, 2022) “ALL_CH04_O&M_RO_Labor”, Tab “Labor Costs W-Spec Adj 
WS7”, Cell Q503.  
5 RO Model Workpaper (July 1, 2022) “ALL_CH04_O&M_RO_Labor”, Tab “Labor Costs W-Spec Adj 
WS7”, Columns G, Q.  Labor Capital Credits ($8,908,997) + Annual Performance Plan Cap Credits 
($1,008,660) = $9,917,657). 
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Cal Am’s requested 2024 labor budget is inflated as a result of the utility’s higher 1

estimated expenses for 2022 which include 18 additional requested new positions, which 2

are the basis of the proposed TY 2024 employees and total labor budget.6  The substantial 3

increase between Cal Am’s 2021 recorded expenses and 2022 estimated expenses is 4

apparent in terms of Cal Am’s expensed labor budget and overall labor budget, with a 5

14.7% increase7 in the former and a 17.1% increase8 in the latter between those two 6

years.7

Cal Am requests a 12% increase in the total number of employees from 2021 to 8

TY 20249 and a 24.3% increase in the labor budget from 2021 to TY 2024.10  Figure 1-1 9

below shows that Cal Am’s requested labor budget for TY 2024 is significantly higher 10

than the increasing trend line. 11

6 See Hofer Testimony at 59-60 for new requested positions (Table 1. Hired Positions, Table 2. Future 
Hire Positions). 
7 RO Model Workpaper (July 1, 2022), “ALL_CH04_O&M_RO_Labor”, Tab “Labor Costs W-Spec Adj 
WS7”, Cells N503, O503.  
8 RO Model Workpaper (July 1, 2022), “ALL_CH04_O&M_RO_Labor”, Tab “Labor Costs W-Spec Adj 
WS7”, Sum of Columns N and O (removing any adjustments labeled as “Annual Performance Plan Cap 
Credits” and “Labor Capital Credits” in Column G). 
9 RO Model Workpaper (July 1, 2022) “ALL_CH04_O&M_WP_Labor” tab “Employee Count WS-A-
11” under row 77. The increase from 2021 (303) to TY 2024 (339) is about 12%. Including the additional 
employees Cal Am has already hired, this becomes 339/307 = 10.5% increase. 
10 RO Model Workpaper (July 1, 2022), “ALL_CH04_O&M_RO_Labor”, Tab “Labor Costs W-Spec 
Adj WS7”, Column N  (removing any adjustments labeled as “Annual Performance Plan Cap Credits” 
and “Labor Capital Credits” in Column G); RO Model Workpaper (July 1, 2022), 
“ALL_CH04_O&M_RO_Labor”, Tab “Labor Costs W-Spec Adj WS7”, Column Q  (removing any 
adjustments labeled as “Annual Performance Plan Cap Credits” and “Labor Capital Credits” in Column 
G).  The projected increase in the total labor budget from 2021 ($34,105,058) to TY 2024 ($42,388,412) 
is 24.3%. 
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Figure 1-1: Total Labor Budget and Trend Line 

II. SUMMARY OF RECOMMENDATIONS 1

The Commission should only authorize 307 positions for the current GRC cycle 2

and reduce Cal Am’s TY 2024 labor budget by $6,646,129.  This $6,646,129 reduction of 3

the total labor budget includes $4,200,506 in the expensed labor and $2,445,623 in the 4

capitalized labor budgets.  Table 1-1 below summarizes Cal Advocates’ and Cal Am’s 5

labor budgets for TY 2024. 6
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Table 1-1: Labor Summary of Recommendations 

Description Cal Advocates
Recommended 

Cal Am 
Requested 

Cal Am > 
Cal Adv 

Labor Budget
Current Employee Salaries $32,245,300 $35,112,593 $2,867,293 
Labor Overtime $2,844,498 $3,133,540 $289,042 
Annual Performance Plan $652,485 $3,522,829 $2,870,344 
Long-Term Performance Plan 0 $533,162 $533,162 
Severance 0 $86,288 $86,287 
Total Labor Budget $35,742,283 $42,388,412 $6,646,129 

Capitalized Labor Budget
Capitalized Labor $7,334,109 $8,908,997 $1,574,888 
Capitalized Annual Performance Plan $137,925 $1,008,660 $870,735 
Total Capitalized Labor $7,472,034 $9,917,657 $2,445,623 

Total Expensed Labor Budget $28,270,249 $32,470,755 $4,200,506 

III. ANALYSIS 1

A. Authorize Capitalized Labor Rate of 21.44% for All Districts 2

Cal Am’s requested capitalization labor for TY 2024 ranges from 1.73% to 3

41.42%, depending on the districts.11  Even though Cal Am claims in its testimony 4

that it utilizes an overall capitalization rate of 21.44% based on a three-year 5

average from 2019-2021,12 it requests in its workpapers an overall capitalization 6

rate of 25.37% for TY 2024.13  Since Cal Am’s testimony only supports an overall 7

capitalization rate of 21.44%, the Commission should utilize a capitalization rate 8

of 21.44% for all districts and deny Cal Am’s usage of an overall capitalization 9

rate of 25.37%.  This recommendation will result in $7,472,034 capitalized labor 10

and $28,270,249 expensed labor for TY 2024. 11

11 Results of Operations Workpapers (July 1, 2022), “ALL_CH04_O&M_WP_labor CAP Percentage” 
tab “OUT_CAW RO_Labor Allocation,” column E. 
12 Direct Testimony of Stephen (Wes) Owens, July 1, 2022, at 9, ln. 20.  
13 RO Model Workpaper (July 1, 2022), “ALL_CH04_O&M_WP_Labor”, Tab “OUT Specifc Adj”, 
Column O (Capitalized labor of $8,908,997 and Total Labor of $35,112,593). $8,908,997/$35,112,593 = 
25.37%
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B. Authorize 307 Employee Positions for the Current GRC 1

Currently, Cal Am has 307 employees,14 15 including the three (two Utility 2

Worker I positions and one Customer Service Representative, all tied to East 3

Pasadena) hired after filing the previous general rate case (A.19-07-004).16  As 4

described in the subsections below, the Commission should only authorize 307 5

employees for the current GRC and remove the budgets for “Vacancy-Fill”176

positions and “New” positions from Cal Am’s estimated labor budgets. 7

C. Remove Salary and Wage Budgets related to 15 New Positions 8

The Commission should not allow a $1,613,07118 labor budget for 15 new 9

positions in this GRC because Cal Am’s forecasted new employee number is 10

unreasonably higher than the forecasted average customer increase, and Cal Am’s 11

request goes against the utility’s justification of the acquisitions it is making. 12

Cal Am requests to include 18 new positions in rates for TY 2024.19  Three 13

of these positions (all tied to East Pasadena) are already hired and included in the 14

current employee group.  Cal Advocates does not oppose Cal Am’s request to 15

include these three positions in labor budgets for TY 2024.  However, the 16

14 Cal Am workpaper “ALL_CH_04_WP_Labor”, tab “Current Employees WS-A-1” sum of all positions 
in column H (column P filtered to remove Lic/Certs). 
15 The Commission did not authorize a specific number of employees for Cal Am in either of the previous 
GRCs (A.19-07-004 and A.16-07-002). For the GRC A.19-07-004, the Commission adopted Cal Am’s 
recorded labor expense removing the nine positions that were vacant at the time of the GRC filing, and 
for the GRC A.16-07-002, the Commission adopted Cal Am’s 2015 recorded salary expense to forecast 
2018 labor expenses instead of adopting a specific staffing level. 
16 Hofer Testimony, at 59-60, Table 1. Hired Positions. 
17 Results of Operations Workpapers (July 1, 2022), “ALL_CH04_O&M_WP_Labor” tab “Vacancy-
New Empl WS-A-5,” column H. 
18 Cal Am workpaper “ALL_CH_04_WP_Labor”, tab “Vacancy-New Empl WS-A-5” Sum Cells H25-31 
+ sum H62-H73 (column P filtered to remove Lic/Certs). 
19 Hofer Testimony, at 59-60, Table 1. Hired Positions, Table 2. Future Hire Positions. 
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Commission should not grant Cal Am budgets for the remaining 15 positions Cal 1

Am intends to hire in the future.202

As shown in the following chart, Cal Am forecasts an unreasonably higher 3

number of employees for TY 2024 compared to its average customer growth 4

forecasts.  Cal Am’s requested 14.7%21 employee increase compared to its 9.4%225

customer increase from 2018 to 2024 is not justifiable. 6

Figure 1-2: Cal Am’s Increase in Employees vs. Customers 

Cal Am’s request for 15 new employees goes against the justification it 7

provides for the acquisition of new systems.  The 15 new positions include three 8

for Bass Lake, one for Warring, one for Ventura County, one for Hillview, and 9

nine for the corporate office.23  Regarding the Bass Lake positions, Cal Am states 10

20 Direct Testimony of Gary Hofer, July 1, 2022 (Hofer Testimony), at 59-60, Table 2. Future Hire 
Positions.
21 Cal Am workpaper “ALL_CH_04_WP_Labor”, tab “Employee Count WS-A-11” cell (K77/E77) – 1 
(339/296)-1 = 0.1466 = 14.7%. 
22 Results of Operations Workpapers (July 1, 2022), “ALL_CH03_REV_RO_Sales-Customers”, tab 
“Y_Rec Cust” cell (K503) = 178,588.“ALL_CH03_REV_RO_Sales-Customers”, tab “Proj Cust Calc” 
cell (BO503) = 194,993. 194,993/178,588 = 1.0936 = 9.4%  
23 Results of Operations Workpapers (July 1, 2022), “ALL_CH04_O&M_WP_Labor”, “Vacancy-New 





8

recovery, the Commission should remove the <<Begin Confidential>> 1

 <<End Confidential>> position and associated 2

costs from the Vacant-New Employee forecast resulting in a reduction of 3

$63,052 to Cal Am’s TY 2024 forecast. 4

D. Remove Labor Budgets related to 16 Vacant Positions 5
The Commission should not authorize Cal Am $1,477,808 labor budget for 6

16 vacant positions for TY 2024.317

Cal Am’s 2022 payroll forecast assumes all positions will be filled 8

throughout the GRC cycle, i.e., a 0% vacancy rate, despite the utility having 21 9

vacancies as of December 1, 2022.32  These vacancies lead to salary expenses that 10

are projected but not incurred, and most businesses, utilities included, experience 11

employee turnover and realize gaps between an employee leaving a position and 12

that position being filled.  The necessity of some of these positions may be 13

questionable.  Indeed, between 2017 and 2021, 30 positions were recorded as 14

unfilled for more than 180 days.33  These extended vacancies should be taken into 15

account when forecasting overall payroll. 16

Moreover, in other general rate cases, the Commission has stated that it is 17

“not reasonable to assume [the utility] will maintain 100 percent employment of 18

all authorized positions through the entire rate case cycle.”34  For the GRC “A.19-19

07-004,” the Commission adopted Cal Am’s recorded labor expense removing the 20

nine positions that were vacant at the time of the GRC filing.35  For the GRC 21

31 Results of Operations Workpapers (July 1, 2022), “ALL_CH_04_WP_Labor”, Worksheet 
(tab)“Vacancy-New Empl WS-A-5”, Sum Cells AE34 to AE59. 
32 See Attachment 1-2: Response to DR-ASW 09 Q001. Attachment 1a 
33 See Attachment 1-3: Response to DR-ASW 09 Q001, Attachment 1b. 
34 D.20-09-019 at 41; issued in A.18-09-019. 
35 Hofer Testimony at 58, lns. 17-20. 
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“A.16-07-002,” the Commission adopted Cal Am’s 2015 recorded salary expense 1

instead of adopting a specific staffing level.36  A forecast based on historical 2

expenses reflects actual vacancy levels, as should expenses tied to projected future 3

positions.4

In Cal Am’s workpapers, vacant positions are listed separately from the 5

future hire and hired positions.37 38  Therefore, the Commission should not allow 6

Cal Am to include the $1,477,808 in expenses related to vacant positions in its TY 7

2024 labor budget, as they are not requested in or supported by Cal Am’s 8

testimony.9

E. Adopt Salaries and Wage Increase Rates for Executives, 10
Managers, and Non-Union Employees Equivalent to Union 11
Employees12

The Commission should use a salary increase rate of 2.75% in 2022, 2.5% 13

in 2023, and 2.5% in 2024 for executives, managers, and non-union employees in 14

estimating TY 2024 labor budget and deny Cal Am’s request of indexing 15

executives, managers, and non-union employees’ salaries higher than union 16

employees’ annual wage increase rates.  As seen in Table 1-2, Cal Am uses up to a 17

0.9% higher salary rate increase for executives, management-level, and non-union 18

hourly employees compared to union employees, whose wage increase is 19

determined by the union contracts. 20

Cal Am calculates its TY 2024 employee payroll by indexing the 2022 21

payroll by the union contract agreement rate for union employees and using a rate 22

higher than the union contract agreement rate for executives, management-level, 23

36 Direct Testimony of Gary Hofer, July 1, 2019, at 61 lns .16-19; in A.19-07-004. 
37 Results of Operations Workpapers (July 1, 2022) “ALL_CH04_O&M_WP_Labor”, Worksheet (tab) 
“Vacancy-New Empl WS-A-5”. 
38 Results of Operations Workpapers (July 1, 2022), “ALL_CH04_O&M_WP_Labor”, “Vacancy-New 
Empl WS-A-5”, Rows: 34 - 60 include a list of positions not listed either as future hire positions or 
recently hired positions in direct testimony of Gary Hofer. 
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and non-union hourly employees on a position-by-position basis.39  This rate 1

ranges between 2.5% and 3.0% in 2023 and 2024 based on the union contract 2

agreement rate and stands at 3.3% and 3.4% for 2023 and 2024,40 respectively, for 3

non-union hourly employees and exempt employees.414

Table 1-2: Cal Am's Requested Wage Increases42

 2022 2023 2024 2025 

San Diego County Union Employees 0.0% 0.0% 0.0% 0.0% 

Monterey County Union Employees 3.00% 2.50% 2.50% 3.00% 

Los Angeles County Union Employees 2.75% 3.00% 2.50% 2.50% 

Sacramento Union Employees 0.00% 2.50% 2.75% 2.75% 

Larkfield Union Employees 0.00% 0.00% 0.00% 0.00% 

All Salaried Exempt Employees 0.00% 3.30% 3.40% 3.40% 

Non-Union Hourly Employees 0.00% 3.30% 3.40% 3.40% 

The salaries and wages of Cal Am’s union staff were increased based on 5

union contracts.43  Even though Cal Am claims that wage increases for non-union 6

hourly and exempt employees are based on a Willis Towers Watson survey,44  Cal 7

39 Results of Operations Workpapers (July 1, 2022), Workbook “ALL_CH_04_WP_Labor”, tab “INP-
Labor Benefits.” 
40 Results of Operations Workpapers (July 1, 2022), Workbook “ALL_CH_04_WP_Labor”, tab “INP-
Labor Benefits, Cells D11, E11, D20, E20.” 
41 Owens Testimony at 7, lns. 16-19; Results of Operations Workpaper (July 1, 2022), 
“ALL_CH_04_WP_Labor”, Worksheet (tab) “INP-Labor Benefits” uses different escalation factors for 
2023 and 2024 for union and non-union employees.  However, Larkfield and San Diego County do not 
have bargain unions. Non-union employees/staff include Salaried Exempt Employees and Non-Union 
Hourly Employees. 
42 Results of Operations Workpapers (July 1, 2022), “Workbook “ALL_CH_04_WP_Labor”, tab “INP-
Labor Benefits. 
43 Owens Testimony at 7, lns. 17-21. 
44  Owens Testimony at 7, lns. 24-28. 
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Am neither provides any further detail to support its use of up to 0.9% higher 1

increased rates for non-union and management-level employees nor demonstrate 2

how those increased rates are beneficial to ratepayers. 3

In its decision approving the settlement agreement in the TY 2021 GRC, 4

the Commission stated that Cal Am must “apply the union escalation factors (both 5

escalation increases and timing of increases), similarly to union-equivalent 6

employees based in non-union service areas.”45  In its decision in the TY 2018 7

GRC, the Commission stated, “[e]ven though union positions and management 8

positions have different incentive mechanisms, we do not find justification for 9

increasing labor expenses for non-union positions by as much as 1% more than the 10

highest negotiated union increases…”4611

To be consistent with union employees and past Commission decisions, the 12

Commission should authorize Cal Am to use 2.75% in 2022, 2.5% in 2023, 2.5% 13

in 2024, and 2.5% in 2025 and deny Cal Am’s use of higher salary rate increases 14

to estimate TY 2024 labor budget. 15

F. Overtime Expenses16
The Commission should remove the $289,042 related to “withdrawn” 17

positions from Cal Am’s TY 2024 overtime budget.  Cal Am calculates its 18

overtime labor budget for TY 2024 using a three-year average based on the 19

recorded overtime and hours per eligible employee from 2019-2021.47 48 The20

eligible employee positions are further categorized as “active,” “withdrawn,”49 and 21

45 D.21-11-018 at 51. 
46 D.18-12-021 at 73. 
47 Owens Testimony at 8, lns. 22-23. 
48 See Hofer Testimony at 60, lns. 19-23 (Union Hourly and Non-Union Hourly Employees are eligible 
for overtime pay). 
49 Employees classed as withdrawn are no longer with the company. 
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“retiree.”50  However, Cal Am’s forecast of TY 2024 overtime includes overtime 1

expenses for “withdrawn”51 employees no longer employed by the utility.2

Ratepayers should not be burdened with expenses for employees who are no 3

longer with the utility; therefore, the Commission should remove Cal Am’s 4

estimated overtime budget for “withdrawn” positions from Cal Am’s estimate.5

Table 1-3: Overtime Budget Estimate 

Cal Advocates Recommendation Cal Am Request52 Difference
$2,8344,498 $3,133,540 $289,042 

G. Incentive Compensation6
Cal Am requests a $5,064,651 budget for short-term and long-term 7

incentive compensation programs in the form of the Annual Performance Plan 8

(APP) program and the Long-Term Performance Plan program (LTPP), which 9

primarily benefits Cal Am’s investors, not the ratepayers.  Only certain exempt 10

employees are eligible for LTPP. 53  All full-time employees, including union 11

employees, are eligible and receive payments from the APP program.54  As 12

discussed in sections 1 and 2 below, Cal Am’s requested budgets for these 13

programs are unreasonably high.  Nowhere is this more evident than in terms of 14

the CEO pay ratio. 15

50 Results of Operations Model (July 1, 2022), Workbook “ALL_CH_04_WP_Labor OT”, Worksheet 
(tab) “WS-5-OT Total ($)”,(column D filtered to include only “withdraw”) Cells D25-D445. 
51 See Attachment 1-4: Anusha Nagesh, Report and Recommendations on Operations and Maintenance 
and Administrative and General Expenses, Labor Expenses, Balancing and Memorandum Accounts and 
Special Requests #2, 3, and 13, at 48. See also Attachment 51. 
52 Cal Am Results of Operations Workpaper, Worksheet “ALL_CH04_O&M_RO_Labor” tab “Labor 
Costs W-Spec Adj WS7, column Q (column F filtered to include only “OT”).” 
53 Hofer Testimony at 61, ln. 14. 
54 Hofer Testimony at 61, lns. 11-19. 



13

Before his retirement on February 2, 2022, the total compensation of 1

Walter J. Lynch, Chief Executive Officer of Cal Am’s parent company, was 81 2

times higher than that of an average employee.55  This ratio is higher than all but 3

one of the six utilities closest to “American Water Works Company Inc’s” size in 4

its peer group56 57 and dramatically increased from the 53:1 listed in the 2018 5

proxy statement.58  Cal Am also has a Named Executive Officer “NEO” pay ratio 6

of 20.16 versus the average employee.59  These executive pay increases will come 7

at a time when thousands of ratepayers still face hardship in paying their water 8

bills.  Therefore, Cal Advocates recommend that the Commission deny Cal Am’s 9

request for ratepayers’ funding of LTPP.  Furthermore, Cal Advocates 10

recommends that the Commission reduce Cal Am’s requested TY 2024 APP 11

budget by 80% of the expenses tied to the 307 authorized positions.12

55 See Attachment 1-5: American Water Works Company Inc. 2022 Proxy Statement at 68. 
56 Size is defined as the value of the utility’s total consolidated assets.  For this comparison, I chose the 
six utilities closest in size to Cal-Am, three larger and three smaller.  The six utilities are Atmos Energy 
Corporation, CMS Energy Corporation, Evergy Inc., NiSource Inc., Pinnacle West Cap, and PPL Corp. 
57 See Attachment 1-5: American Water Works Company Inc. 2022 Proxy Statement at 40. 
58 See Attachment 1-6: American Water Works Company Inc. 2018 Proxy Statement at 70. 
59 See Attachment 1-7: Additional Charts Related to Executive Compensation.  
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Table 1-4: Incentive Compensation 

Description Cal Advocates Recommendation Cal Am’s Request Difference 
APP $790,410 $4,531,489 $3,741,079 

LTPP 0 $533,162 $533,162

Total $790,410 $5,064,651 $4,274,241 

1. Annual Performance Plan Expenses 1
The Annual Performance Plan (APP) is a program that allows all 2

full-time employees60 to earn cash incentives equivalent to a certain 3

percentage of an employee’s base salary.  Each employee’s annual award is 4

based on the utility’s level of achievement in the seven APP objectives 5

stated in American Water Works’ proxy statement and the employee’s 6

personal performance.61  Cal Am’s recorded and requested APP is shown in 7

the table below. 8

Table 1-5: Recorded and Requested APP 

Recorded Estimated 

2017 2018 201962 2020 2021 2022 202363 2024 

APP ($) 2,083,743 1,947,127 2,294,618 2,733,838 2,813,004 3,303,276 3,409,834 3,522,829 

Capitalized
APP -398,958 -222,283 -293,721 -308,557 -337,740 -944,946 -975,848 -1,008,660 

Total64 2,482,701 2,169,410 2,588,339 3,042,395 3,150,744 4,248,222 4,385,682 4,531,489 

% Change 
APP  -6.56 17.85 19.14 2.90 17.43 3.23 3.31 

60 Hofer Testimony at 61, lns. 11-19.  
61 See Attachment 1-5: American Water Works Company Inc. 2022 Proxy Statement at 42. 
62 Cal-Am’s workpaper “ALL_CH04_O&M_RO_Labor” tab “OM Data Rec w-Trf-Elim WS3.” Column 
J-N (Column F Filtered to include only APP and APP Cr). 
63 Cal-Am’s workpaper “ALL_CH04_O&M_RO_Labor” tab “Labor Costs W-Spec Adj WS7.” Column 
O-Q (Column F Filtered to include only APP and APP Cr).  
64 APP + Cap APP 
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% Change 
CAP  -44.2 32.14 5.05 9.46 179.79 3.27 3.36 

% Change 
Total  -12.62 19.31 17.54 3.56 34.83 3.24 3.32 

Cal Am’s APP weighs the value of each of its six key performance 1

objectives as follows: (1) Adjusted Earnings per Share (50%); (2) Customer 2

Satisfaction (15%); (3) OSHA Recordable Incident Rate (ORIR) (10%); (4) 3

OSHA Days Away Restricted or Transferred (DART) (10%); (5) 4

Environmental Leadership: Drinking Water Program Compliance (7.5%); 5

(6) Environmental Leadership: Drinking Water Quality (7.5%).656

The most heavily weighted of these objectives, earnings per share, 7

benefits shareholders, not ratepayers. This objective is directly related to 8

shareholder investment earnings and represents profit for Cal Am’s 9

shareholders.  Therefore, ratepayers should not subsidize it.  This is 10

especially true given Cal Am’s high rate of shareholder return, 185.2% over 11

the last five years, compared to 133.3% for the S&P 500 and 79.9% for the 12

PHLX Utility Sector Index.66  Cal Am claims that the additional 13

compensation tied to earnings per share benefits ratepayers.  However, Cal 14

Am failed to adequately justify this statement, merely stating that “[t]he 15

financial metric may also benefit customers as a result of the companies’ 16

lower borrowing costs.”67  Cal Am also makes no assertions that its water 17

quality (objectives 5 and 6 of GO 103-A) or customer service (objective 2 18

of GO 103-A) standards exceed the minimum compliance standards set in 19

65 See Attachment 1-5: American Water Works Company Inc. Proxy Statement at 43-44. 
66 See Attachment 1-5: American Water Works Company Inc. Proxy Statement at 37. 
67 D.16-12-067 at 103.  
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GO-103-A, and ratepayers should not have to pay bonuses for standards 1

Cal Am is legally required to meet.68 692

As described above, the Commission should not provide the 80% of 3

Cal Am’s APP budget that benefits shareholders rather than ratepayers or is 4

tied to standards Cal Am is legally obligated to meet.  The Commission 5

should only authorize 20% of Cal Am’s requested APP budget related to 6

the 307 positions.  The APP budget related to the positions not authorized 7

should also be removed prior to calculating the 20% tied to ORIR and 8

DART.  This recommendation will reduce the APP budget to $790,4109

(from $4,531,489).10

2. Long-Term Performance Plan Budget 11
The Commission should deny Cal Am’s request for a TY 2024 12

budget of $533,16270 for the Long-Term Performance Plan (LTPP) because 13

Cal Am’s requested LTPP budget benefits shareholders with no 14

commensurate benefit to ratepayers.  American Water Works’ LTPP goals 15

are based on (1) Relative Total Shareholder Return and (2) Compounded 16

Adjusted Earnings Per Share Growth.71  The weighted percentages and the 17

percentages compared to the eligible employees’ base salary vary. 18

American Water Works’ proxy statement states that the purpose of 19

the Relative Total Shareholder Return goal is “[t]o encourage performance 20

that not only increases shareholder value but increases it to an extent that 21

68 General Order 103-A, Attachment 1 (Water Quality and Supply Requirements at 9-12), (Continuity of 
Service at 12-13). 
69 General Order 103-A, Attachment 1 p.32-35.  
70 Cal AmResults of Operations Workpaper (July 1, 2022), “ALL_CH04_O&M_RO_Labor” Worksheet 
(tab) “Labor Costs W-Spec Adj WS7.”, Cell Q30 + Q31. “Compensation Expenses Options” + 
“Compensation Expense RSU’s” = 10,590 + 522,572 = $533,162. 
71 See Attachment 1-5: American Water Works Company Inc. 2022 Proxy Statement at 46. 
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compares favorably relative to the companies in the 2021 peer group.”721

The “Compounded Adjusted Earnings Per Share growth” goal “is a key 2

measure of our financial and operational success, and achieving our 3

earnings and strategic goals creates long-term shareholder value and 4

provides greater total return to our shareholders.”73  Both of American 5

Water Works’ stated goals focus on increasing its profits and primarily 6

benefit its shareholders.  Therefore, the Commission should remove 100% 7

of Cal Am’s proposed ratepayer funding of LTPP costs, totaling $533,162 8

in TY 2024. 9

 In Cal Am’s past seven GRC decisions, the Commission has either 10

denied or reduced Cal Am’s requested incentive compensation.74  The 11

Commission reached a similar conclusion in several other energy and water 12

utility GRC proceedings.75  Ratepayers should not fund incentive programs 13

that primarily benefit shareholders.  Therefore, the Commission should 14

deny 100% ($533,162) of Cal Am’s forecasted LTPP costs for TY 2024.15

H. Severance Budget 16
Cal Am’s estimate for severance expenses uses an inflation-adjusted five-17

year average for 2022 and then escalates it for the TY 2024 estimate of $86,287.7618

By their very nature, Severance Expenses are subject to a high degree of variance.  19

However, Cal Am’s proxy statement only provides information related to 20

72 See Attachment 1-5: American Water Works Company Inc. 2022 Proxy Statement at 46. 
73 See Attachment 1-5: American Water Works Company Inc. 2022 Proxy Statement at 46. 
74 D.03-02-030; D.06-11-050; D.09-07-021; D.12-06-016; D.15-04-007; D.18-12-021; and D.21-01-022. 
75 D.16-12-067, at 104,105 (Golden State Water company); D.13-05-010, at 832 (San Diego Gas & 
Electric); D.12-11-051, at 451 (Southern California Edison). 
76 Cal Am Results of Operations Workpaper (July 1, 2022), Workbook ALL_CH04_O&M_RO_Labor, 
Worksheet (tab) “Labor Costs W-Spec Adj WS7”, Cells Q32 and Q52. 
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severance packages for its CEO and NEOs.  It does not discuss any potential 1

ratepayer benefits for these severance packages, and therefore Cal Am has not 2

justified using ratepayer funding for those packages.77  Therefore, the Commission 3

should not include Cal Am’s requested severance budget of $86,287 in the labor 4

budget for TY 2024.5

IV. CONCLUSION6

The Commission should reduce Cal Am’s TY 2024 labor budget by $6,646,129. 7

Therefore, the Commission should: 8

Authorize a Capitalized Labor Rate of 21.44% for All Districts. 9

Authorize 307 positions for the current GRC. 10

Remove salaries and wage budgets of $1,613,071 related to 15 new 11

positions.12

Remove labor budgets of $1,477,808 related to 16 vacant positions. 13

Use a salary increase rate of 2.75% in 2022, 2.5% in 2023, and 2.5% in 14

2024 for executives, managers, and non-union employees in estimating TY 15

2024 labor budget. 16

Reduce Cal Am’s requested overtime expenses budget by $289,042 17

because it includes expenses for “withdrawn” employees and positions. 18

Reduce Cal Am’s requested budget for its APP by $3,741,079 to remove 19

funding for the APP objectives that relate directly to shareholder benefits 20

with no commensurate benefit to ratepayers. 21

Reject Cal Am’s request for ratepayer funding of its $533,162 of LTPP 22

expenses because the LTPP’s objectives relate directly to shareholder 23

benefits with no commensurate benefit to ratepayers. 24

77 See Attachment 1-5: American Water Works Company Inc. 2022 Proxy Statement at 50, 66. 
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Reject Cal Am’s $86,287 of severance expenses because they do not 1

benefit ratepayers.2
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CHAPTER 2 BENEFITS1

I. INTRODUCTION2

Cal Am requests to increase its budget for various benefits categories (USOA 3

Account 795), including but not limited to pension expenses, other post-employment 4

benefits expenses, executive retirement plans, and group insurance expenses.  Cal Am 5

requests $7,680,228 for USOA Account 795 in TY 2024.786

II. SUMMARY OF RECOMMENDATIONS 7

The Commission should: 8

Reduce Cal Am’s forecasted Pension and Other Post-Employment Benefits 9

(“OPEB”) expenses by calculating benefits on a per-employee basis using 10

the final number of authorized positions (307)79 approved in this 11

proceeding.12

Calculate other employee benefits based on a 5-year average, with 13

adjustments made for outliers.14

Remove all $112,221 of expenses related to the stock purchase plan. 15

Calculate group expenses using the final number of authorized positions. 16

Table 2-1 below summarizes Cal Advocates recommended and Cal Am requested 17

benefits budget TY 2024. 18

19

78 Results of Operations Workpapers (July 1, 2022), Workbook ALL_CH04_O&M_RO, Worksheet 
O&M Costs W-Spec Adj WS7, Column Q (Column H filtered to include only NARUC 795). 
79 Results of Operations Workpapers (July 1, 2022), Workbook “ALL_CH04_O&M_WP_Labor”, 
Worksheet (tab) “Employee Count WS-A-11” cell H77 (303+4= 307).  
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Table 2-1: Test Year 2024 Benefits Recommendations 

Expense Category Cal Advocates 
Recommendation 

($)

Cal Am Requested 
($)

Difference ($) 

Pension (Expensed) 1,176,098 1,257,23980 81,141 

Pension (Capitalized) 196,627 211,08181 14,454 

OPEB (Expensed) (810,029) (890,242)82 (80,213) 

OPEB (Capitalized) 20,811 18,76083 (2,051) 

Employee Stock Purchase Plan 0 112,22184 112,221 

Other Welfare A&G 324,115 419,56485 95,449 

Group Insurance Expenses 
(Expensed)

5,209,396 5,735,42686 526,030 

Group Insurance Expenses 
(Capitalized)

(1,095,453) (1,195,447)87 (99,994) 

Total 5,021,565 5,668,602 647,037 

80 Results of Operations Workpapers, Workbook “ALL_CH04_O&M_WP_Labor”, Worksheet (tab) 
“Pension WS-A-14”, cell U81. 
81 Results of Operations Workpapers, Workbook “ALL_CH04_O&M_WP_Labor”, Worksheet (tab) 
“Pension WS-A-14”, cell U80. 
82 Results of Operations Workpapers, Workbook “ALL_CH04_O&M_WP_Labor”, Worksheet (tab) 
“OPEB WS-A-15”, cell U81. 
83 Results of Operations Workpapers, Workbook “ALL_CH04_O&M_WP_Labor”, Worksheet (tab) 
“OPEB WS-A-15”, cell U80. 
84 Results of Operations Workpapers (July 1, 2022), Workbook ALL_CH04_O&M_RO, Worksheet 
O&M Costs W-Spec Adj WS7, Column Q (Column G filtered to include only Employee Stock Purchase 
Plan Expenses). 
85 Results of Operations Workpapers (July 1, 2022), Workbook ALL_CH04_O&M_RO, Worksheet 
O&M Costs W-Spec Adj WS7, Column Q (Column G filtered to include only Other Welfare–Admin & 
General). 
86 Results of Operations Workpapers (July 1, 2022), Workbook “ALL_CH04_O&M_RO”, Worksheet 
(tab) “O&M Costs W-Spec Adj WS7” column Q (Column G filtered to include only “Group Insurance 
Expenses”). 
87 Results of Operations Workpapers (July 1, 2022), Workbook “ALL_CH04_O&M_RO”, Worksheet 
(tab) “O&M Costs W-Spec Adj WS7” column Q (Column G filtered to include only “Group Insurance 
Capitalized Credits”). 
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III. ANALYSIS 1

A. Pension and OPEB 2
Cal Am proposes a TY 2024 budget of $1,468,320 for pension costs and 3

($871,482) for OPEB costs. This budget should be reduced to include only the 4

expenses tied to the 307 current employee positions. 5

Cal Am’s forecast for the employee Pension and OPEB expenses relied on 6

Willis Towers Watson’s actuarial report (“WTW Report”),88 which allocated a 7

percentage of American Water Works’ overall costs to Cal Am each year to 8

calculate pension and OPEB expenses.899

However, Cal Am’s requested TY 2024 pension and OPEB budgets of 10

$1,468,320 and ($871,482), assume that all 33990 positions proposed for TY 2024 11

will be hired.  The Commission should remove the pension and OPEB budgets 12

related to the 31 positions (new and vacant) not authorized. 13

Cal Am calculates its pension and OPEB budgets using a combination of 14

service and non-service costs.  To account for this new number of authorized 15

positions, both of these costs should be multiplied by the proportionate number of 16

Cal Advocates recommended and Cal Am’s requested positions.  The resulting 17

figures should then be adjusted to account for the recommended capitalization rate 18

of 21.44% for all districts. 19

For TY 2024, adjusting Cal Am’s requested pension budget to reflect the 20

31 positions (new and vacant) not authorized gives $917,10691 and $412,61292 for 21

88 Owens Testimony at 20, lns. 8-10. 
89 Owens Testimony at 20, lns. 10-12. 
90 Cal Am workpaper (July 1, 2022) “ALL_CH_04_WP_Labor”, tab “Employee Count WS-A-11” cell 
K77. The 339 total positions consist of 307 current employees, 16 Vacant Positions, 15 requested new 
employees for future hire, and 1.4 temporary positions. 
91 Cal Am workpaper (July 1, 2022) “ALL_CH_04_WP_Labor”, tab “INP-Labor Benefits” cell P11 = 
Pension Service. $1,012,700 * (307/339) = $917,106 
92 Cal Am workpaper (July 1, 2022) “ALL_CH_04_WP_Labor”, tab “INP-Labor Benefits” cells P18 = 
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service and non-service costs for TY 2024.  Applying the recommended 1

capitalization rate of 21.44% gives $1,176,09893 in expensed pension budget and 2

$196,62794 in capitalized pension budget a reduction of $81,141 and $14,454. 3

Similarly, adjusting Cal Am’s requested TY 2024 OPEB budget to reflect 4

the 31 positions (new and vacant) not authorized gives $97,06695 and ($886,284)965

for service and non-service costs, respectively.  Applying the recommended 6

capitalization rate of 21.44% gives ($810,029)97 in expensed OPEB budget and 7

$20,81198 in capitalized OPEB budget, a reduction of ($80,213) and ($2,051). 8

Therefore, pension expenses should be reduced by $95,594 to $1,372,726 9

and OPEB by $82,264 to ($789,218).   10

B. Other Employee Benefits 11
Cal Am states that its forecasts for the employee Pension and Other Post-12

Employment Benefits (“OPEB”) expenses and other employee benefits, such as 13

401k expense, defined contribution plan expense,99 and employee stock purchase 14

plan expenses, are based on labor escalation factors for current employees and the 15

average employee benefit for similar positions for new positions.100  Cal Am uses 16

Pension Non-Service. $455,620 * (307/339) = $412,612.  
93 Cal Am workpaper (July 1, 2022) “ALL_CH_04_WP_Labor”, tab “Pension WS-A-14” cell U81. 
94 Cal Am workpaper (July 1, 2022) “ALL_CH_04_WP_Labor”, tab “Pension WS-A-14” cell U80. 
95 Cal Am workpaper (July 1, 2022) “ALL_CH_04_WP_Labor”, tab “INP-Labor Benefits” cell W11 = 
OPEB Service. $107,183 * (307/339) = $97,066 
96 Cal Am workpaper (July 1, 2022) “ALL_CH_04_WP_Labor”, tab “INP-Labor Benefits” cells W18 = 
OPEB Non-Service. (978,665) * (307/339)  = $886,283 
97 Cal Am workpaper (July 1, 2022) “ALL_CH_04_WP_Labor”, tab “OPEB WS-A-15” cell U81. 
98 Cal Am workpaper (July 1, 2022) “ALL_CH_04_WP_Labor”, tab “OPEB WS-A-15” cell U80. 
99 It also includes “401k Expense Cap Credits” and “Defined Comp Plan Exp Cap Credits.”  
100 Owens Testimony at 21, lns. 1-3. 
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a five-year escalated average for these expenses and other employee benefits101 to 1

develop its requested TY 2024 budget of $2,269,301102, all expensed.  As 2

described below, the Commission should reduce Cal Am’s requested budget by 3

$165,334 for TY 2024. 4

1. Stock Purchase Plan 5
California ratepayers should not be charged for Cal Am’s requested 6

employee stock purchase plan (“ESPP”) budget of $112,221103 for a TY 7

2024 as they benefit shareholders without any commensurate benefit to 8

California ratepayers. American Water Works, Cal Am’s parent company, 9

maintains a nonqualified employee stock purchase plan “ESPP” that allows 10

employees other than its executive officers to “acquire Company common 11

stock at a purchase price of 85% of the fair market value of the common 12

stock at the end of a three-month purchase period….”104  The ESPP is 13

considered compensatory.10514

Ratepayers should not fund subsidized stock purchases as they 15

benefit shareholders, not the California ratepayers.  American Water Works 16

openly stated in its Initial Public Offering “IPO” that the initial employee 17

stock purchase plan was established to more closely align their employees’ 18

goals with those of their stockholders.”106  Therefore, the Commission 19

101 Other expenses include “DC Restoration Expense,” “Health Savings Account,” “Other Welfare 
A&G,” and “Retiree Medical.” 
102 Results of Operations Workpapers (July 1, 2022), Workbook “ALL_CH04_O&M_RO”, Worksheet 
(tab) “O&M Costs W-Spec Adj WS7”, Column Q.” 
103 Results of Operations Workpapers (July 1, 2022), Workbook “ALL_CH04_O&M_RO”, Worksheet 
(tab) “O&M Costs W-Spec Adj WS7”, Column Q” (Column G filtered to include only “Employee Stock 
Purchase Plan Expenses). 
104 Attachment 2-1: American Water Works Company Inc. 2021 Form 10K at 112. 
105 Attachment 2-1: American Water Works Company Inc. 2021 Form 10K at 112. 
106 Attachment 2-2: American Water Works Company Inc. Initial Public Offering of Common Stock at 
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should deny Cal Am’s request for a TY 2024 budget of $112,221 for the 1

ESPP.2

2. Other Welfare A&G 3
The Commission should reduce Cal Am’s requested TY 2024 Other 4

Welfare A&G budget of $419,564107 by $95,449 to account for outliers in 5

Cal Am’s recorded data. 6

Cal Am’s 2017 Corporate Office “Other Welfare–Admin & 7

General” recorded expense of $337,345108  is more than twice the amount 8

recorded in any other year from 2017-2021 and is more than three times the 9

expense amount recorded in 2021,109 as well as being close to two standard 10

deviations110 111 above the 2017-2021 mean of $189,715  Therefore, to 11

ensure that ratepayers are not unfairly burdened by expenses that go against 12

the declining trend, this expense should be calculated using a (2018-2021) 13

rather than a (2017-2021) average.  Likewise, Cal Am’s 2017 “Other 14

Welfare–Admin & General” expense for the Larkfield District was 15

119. 
107 Results of Operations Workpapers (July 1, 2022), Workbook “ALL_CH04_O&M_RO”, Worksheet 
(tab) “O&M Costs W-Spec Adj WS7”, Column Q” (Column G filtered to include only “Other Welfare- 
Admin & General). 
108 Results of Operations Workpapers (July 1, 2022), Workbook “ALL_CH04_O&M_RO”, Worksheet 
(tab) “OM Data Rec w-Trf-Elim WS3”, Cell J41. 
109 Results of Operations Workpapers (July 1, 2022), Workbook “ALL_CH04_O&M_RO”, Worksheet 
(tab) “OM Data Rec w-Trf-Elim WS3”, Cell N41. 
110 Results of Operations Workpapers (July 1, 2022), Workbook “ALL_CH04_O&M_RO”, Worksheet 
(tab) “OM Data Rec w-Trf-Elim WS3”, Cells J41-N41. 189,715 (2017-2021 Mean) + 77,797 (Standard 
Deviation) = 267,512 + 77,797 = 345,309. 
111 According to the 67-95-99.7 rule of statistics, two standard deviations correspond to a 95% 
confidence interval, meaning that 95% of estimates for an unknown parameter will fall within the range 
of two standard deviations. It is unfair to burden ratepayers based on expenses that are statistically highly 
unlikely to be repeated.   
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$3,388,112 is more than twice the amount recorded in any other year from 1

2017-2021, more than thirty times the expense amount recorded in 2021,1132

and more than two standard deviations above the 2017-2021 mean of 3

$1,299.114  Therefore, to ensure that ratepayers are not unfairly burdened by 4

expenses that go against the declining trend, both of these expenses should 5

be calculated using a (2018-2021) rather than a (2017-2021) average for 6

final expenses of $156,665 and $1,017, respectively. 7

Finally, Dunnigan WW only incurred “Other Welfare A&G” 8

expenses once between 2017 and 2021 in 2019.115  Similarly, 9

Meadowbrook only incurred “Other Welfare A&G” expenses in two years 10

within this five-year period (2017 and 2018).116  Therefore, the 11

Commission should remove “Other Welfare A&G” expenses for Dunnigan 12

WW and Meadowbrook from Cal Am’s TY 2024 Other Welfare A&G 13

budget for a total TY2024 reduction of $1,279.  Table 2-2 below 14

summarizes Cal Advocates’ recommended reductions to Cal Am’s 15

recommended TY 2024 budget.16

112 Results of Operations Workpapers (July 1, 2022), Workbook “ALL_CH04_O&M_RO”, Worksheet 
(tab) “OM Data Rec w-Trf-Elim WS3”, Cell J4997. 
113 Results of Operations Workpapers (July 1, 2022), Workbook “ALL_CH04_O&M_RO”, Worksheet 
(tab) “OM Data Rec w-Trf-Elim WS3”, Cell N4997. 
114 1,299 (2017-2021 Mean) + 1,130 (Standard Deviation) = 2,429 + 1,130 = 3,559. 
115 Results of Operations Workpapers (July 1, 2022), Workbook “ALL_CH04_O&M_RO”, Worksheet 
(tab) “OM Data Rec w-Trf-Elim WS3”, Cell L5351. 
116 Results of Operations Workpapers (July 1, 2022), Workbook “ALL_CH04_O&M_RO”, Worksheet 
(tab) “OM Data Rec w-Trf-Elim WS3”, Cell J6413, K6413. 
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Table 2-1: Other Welfare A&G Recommended Reductions 

District Cal Advocates
Estimate

Cal Am Requested Difference 

Cal Am Corporate $156,665 $250,100 $93,435 

Larkfield $1,017 $1,752 $735 

Dunnigan WW 0 $47 $47 

Meadowbrook 0 $1,232 $1,232 

Total $157,682 $253,131 $95,449 

1

 The Commission should reduce Cal Am’s TY 2024 Other Welfare A&G 2

expense budget by $95,449 and authorize a TY 2024 budget of $324,115.3

C. Group Insurance Expenses 4
The Commission should only include the group insurance expenses for the 5

307 current employee positions and reduce the projected budget to $5,209,396 6

accordingly.7

Cal Am’s requested TY 2024 budget for group insurance is based on 8

information provided by American Water, who obtained it from AON.117  AON 9

projects an average annual cost increase of 5.22%118 for group insurance 10

premiums from 2023-2025.  Although AON uses the actual group insurance data 11

from 2011-2021, AON makes some significant assumptions that the costs for 12

medical/RX and dental/vision will increase and that no plan changes will occur 13

beyond 2021.119  Cal Am’s calculations also assume that all forecasted customers, 14

117 AON is a large multinational financial services firm that provides risk mitigation services to a variety 
of companies. 
118 Owens Testimony at 21, lns. 10-12. The premiums for 2023, 2024, and 2025 were 5.54%, 5.05%, and 
4.90%, respectively. 
119 Owens Testimony at 21, lns. 7-10. 
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sales, revenues, and expenses for the four proposed acquisitions will be 1

incorporated into the forecasted revenue requirement.1202

Cal Am’s requested TY 2024 group insurance budget of $5,735,4261213

assumes that all 339122 positions proposed for TY 2024 will be hired.  The 4

Commission should remove the group insurance budgets related to the 31 5

positions (new and vacant) not authorized.  Therefore, the Commission should 6

reduce Cal Am’s requested TY 2024 group insurance budget by $526,030123 and 7

authorize an amount of $5,209,396.8

D. Authorize Capitalization Benefit Rate of 21.44%9
Cal Am utilizes the capitalization rate for benefits similar to labor 10

capitalization.  Cal Am capitalizes budgets related to Pension, 401K, PBOP, 11

Group Insurance, Defined Compensation, Retiree Medical, FUTA, FICA, and 12

SUTA.  As discussed previously in chapter 1, section A, the Commission should 13

utilize an overall capitalization rate of 21.44% for all budgets related to benefits 14

for all districts. 15

IV. CONCLUSION16

Consistent with the recommendations listed below, the Commission should reduce 17

Cal Am’s forecasted TY 2024 pension (including ERP) and benefits expenses by only 18

120 Owens Testimony at 51, lns. 20-23. 
121 Results of Operations Workpapers (July 1, 2022), Workbook “ALL_CH04_O&M_RO”, Worksheet 
(tab) “O&M Costs W-Spec Adj WS7” column Q (Column G filtered to include only “Group Insurance 
Expenses”). 
122 Cal Am workpaper (July 1, 2022) “ALL_CH_04_WP_Labor”, tab “Employee Count WS-A-11” cell 
K77. The 339 total positions consist of 307 current employees (also includes requested 3 new positions), 
16 Vacant Positions, 15 requested new employees for future hire, and 1.4 temporary positions. 
123 Cal Am workpaper (July 1, 2022) “ALL_CH_04_WP_Labor”, tab “Vacancy-New Empl WS-A-5” 
cell BS78. 
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including expenses related to Cal Am’s 307 current employee positions.  Therefore, the 1

Commission should. 2

Base Cal Am’s benefits on Cal Advocates’ recommended number of 3

employees (307) rather than Cal Am’s requested number of (339). Reduce 4

Cal Am’s total benefits expense to $7,033,191 (from $7,680,228) to 5

account for the removal of expenses related to new and vacant employees. 6

Reject Cal Am’s requested budget of $112,221 for an employee stock 7

purchase plan because it benefits shareholders, not ratepayers. 8

Reduce Cal Am’s budget for Other Welfare A&G expenses to $324,115 9

(from $419,564) to account for outliers and non-recurring expenses.10

Reduce Cal Am’s budget for Group Insurance expenses to $5,209,396 11

(from $5,735,426) to account for outliers and non-recurring expenses. 12

The Commission should utilize an overall capitalization rate of 21.44% for 13

all districts’ pension, OPEB, and group insurance expenses.  14
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CHAPTER 3 REGULATORY COMMISSION EXPENSES 1

I. INTRODUCTION2

Regulatory Commission Expenses (USOA Account 797) include all expenses that 3

Cal Am incurs in connection with proceedings before the Commission or other regulatory 4

bodies.124  Cal Am’s annualized Regulatory Commission Expenses increased from 5

$1,060,755 (2018-2020) to $1,730,993125 (2021-2023), an increase of 63.2%, while 6

inflation increased by 15.68%.126  Annualized Regulatory Commission Expenses for 7

2024-2026 are projected to increase by a further 29.8% over the previous GRCs value1278
128 to $2,246,733.1299

Cal Am requests a total Regulatory Commission Expense budget of $6,740,198 10

for the 2024-2026 GRC cycle.130  This budget correlates to a regulatory commission 11

expense of $33.57 per service connection, more than three times that of Golden State 12

Water Company, the nearest Class-A utility of comparable size.131 132  The Commission 13

124 Owens Testimony at 21, lns. 18-21; D.16-11-006, Appendix A (Uniform System of Accounts for 
Class A Water Utilities) at A139-140. 
125 Results of Operations Workpapers (July 1, 2022), Workbook “ALL_CH04_O&M_WP_Reg Exp”, 
Worksheet (Tab) “Summary WS-01”, Cell D23 = $1,730,993, Cell H23 = $1,060,755. 
126 See Attachment 3-1: U.S. Bureau of Labor Statistics, CPI Inflation Calculator, available at 
https://www.bls.gov/data/inflation calculator.htm. June 2019 - June 2022.  
127 RO Model Workpaper A.19-07-004 (July 1, 2019), “ALL_CH04_O&M_WP_Reg Exp”, Tab 
“Summary WS-01”, Cell D23 = $1,730,993 (2021-2023 annualized regulatory expenses) Cell H23 = 
$1,060,755 (2018-2021 annualized regulatory expenses). 
128 2018-2021 = $1,730,993/$1,060,753 = 1.632, 2021-2024 = $2,246,733/$1,730,993 = 1.298 
129 Results of Operations Workpapers (July 1, 2022), Workbook “ALL_CH04_O&M_WP_Reg Exp”, 
Worksheet (Tab) “Summary WS-01”, Cell D23 = $2,246,733. 
130 Results of Operations Workpapers (July 1, 2022), Workbook “ALL_CH04_O&M_WP_Reg Exp”, 
Worksheet (Tab) “Summary WS-01”, Cell D21 
131 See Table 3-2: (Proposed regulatory expense budget/Service Connections) $6,740,198/200,764 = 
$33.57 per service connection. 
132 Cal Am, Cal-Water, Golden State Water, and San Jose Water all have over 200,000 service 
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should authorize a total regulatory commission expense budget of $2,148,707133 for 1

2024-2026, which is $4,591,491 less than what Cal Am proposes. 2

II. SUMMARY OF RECOMMENDATIONS 3

The Commission should:4

Reduce Cal Am’s overall regulatory commission expense budget for the 5

2024-2026 GRC cycle to $2,148,707 (from $6,740,198) to account for its 6

excessive regulatory commission expense costs per service connection and 7

bring these expenses in line with its closest peers.  This budget should be 8

amortized equally across the full three years. 9

Require Cal Am to amend its 2021 annual report to include the amount of 10

Regulatory Commission Expenses (USOA 797) incurred.  The Commission 11

should require Cal Am to cease misreporting and include the actual 12

Regulatory Commission Expenses (USOA account # 797) incurred in 13

future annual reports. 14

III. ANALYSIS 15

Regulatory Commission Expenses refer to the amounts a utility incurs for 16

expenses connected to proceedings before the Commission or other regulatory bodies.13417

For the 2024-2026 GRC cycle, Cal Am requests a total Regulatory Commission Expense 18

budget to be recovered from ratepayers of $6,740,198.135  Cal Am’s requested budget is 19

excessive when compared to its peers. As discussed in the sections below, the 20

connections.   
133 See Table 3-2: $6,740,198* Golden State Budget per Connection ($2,808,700/262,429)) / Cal Am 
Budget per Connection ($6,740,198/200,763) = $2,148,707 
134 D.16-11-006, Appendix A at A139-140. 
135 Results of Operations Workpapers (July 1, 2022), Workbook “ALL_CH04_O&M_WP_Reg Exp”, 
Worksheet (Tab) “Summary WS-01”, Cell D21 
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Commission should reduce Cal Am’s budget by $4,591,491 for 2024-2026 and authorize 1

$2,148,707 total for 2024-2026 ($716,236 per year for this GRC cycle) to bring Cal Am’s 2

budget in line with the per-capita costs of Golden State Water, a peer of comparable size 3

with the second highest Regulatory Commission Expense cost per capita.  Cal Am also 4

has several particularly extraneous Regulatory Commission Expenses, including its legal 5

fees and contingency rebuttal witness, that contribute to this figure.6

Also, as discussed in more detail later in the testimony, Cal Am’s Special Request 7

#11 proposes recovering the Regulatory Commission Expenses over 27 months instead of 8

the typical 36.  Cal Am proposes to recover in rates three months equivalent budget of the 9

total Regulatory Commission Expense budget in TY 2024 and the rest in the later years.10

This unreasonable request will be discussed in the Special Request #11 section. 11

A. Cal Am’s Regulatory Commission Expense Per Connection is 12
increasing higher than the increase due to inflation 13

Cal Am’s Regulatory Commission Expenses have historically been and are 14

projected to continue to be excessive, both overall and on a per-connection basis 15

as it is overall.  Cal Am’s annualized Regulatory Commission Expenses per 16

connection136 averaged 5.85137 for the 2018-2020 GRC period, rising to 9.04138 for 17

the 2021-2023 GRC period and further to a projected 11.43139 140 for the 2024-18

2026 period.  In percentage terms, this comes to a 54.59% increase between the 19

136 See Attachment 3-2: Regulatory Commission Expenses per Connection 
137 Results of Operations Workpapers (July 1, 2022), “ALL_CH03_REV_RO_Sales-Customers”, tab 
“Y_Rec Cust” cell (K-M503).  ($1,060,755/An average of 181,384 customers) = $5.85 per customer. 
138 Results of Operations Workpapers (July 1, 2022), “ALL_CH03_REV_RO_Sales-Customers”, tab 
“Y_Rec Cust” cell (N503) =2021, tab “Proj Cust Calc” cell (BM, BN) = 2022, 2023.  ($1,730,993/An 
average of 191,469 customers) = $9.04 per customer. 
139 Results of Operations Workpapers (July 1, 2022), “ALL_CH03_REV_RO_Sales-Customers”, tab 
“Proj Cust Calc” cell (BO, BP, BQ).  ($2,246,733/An average of 196,563 customers) = $11.43 per 
customer. 
140 This figure differs from the figure found in Table 3-2 because it was calculated using data from Cal 
Am’s RO model. Table 3-2 was calculated using the Class-A utilities’ annual reports for consistency. 
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first and second GRC periods and a 26.43% increase between the second and third 1

GRC periods.  The total annualized increase in Regulatory Commission Expenses 2

per Connection from 2018 to 2026 is 13.98%.1413

While the increase shown in Figure 3-1 is not linear, rising dramatically 4

between GRCs and decreasing slowly within each GRC period, it is far in excess 5

of inflation.  Linear inflation over the most recent historical GRC period (2018-6

2021) amounted to only 2.75%142 per year.  While that figure rises to 3.95%143 per 7

year if the high degree of inflation experienced in 2022 is considered, it still falls 8

far short of the increase in per connection Regulatory Commission Expense 9

recorded by Cal Am.10

Figure 3-1: Cal Am’s Estimated Average Yearly Regulatory Commission Expense Per Service 
Connection ($) 

141 ($2,246,733/$1,060,755) -1 = 111.81% total increase/ 8 years =  13.98% annual increase 
142 See Attachment 3-3: U.S. Bureau of Labor Statistics, CPI Inflation Calculator, available at 
https://www.bls.gov/data/inflation calculator.htm. 2018-2021 Average. 
143 See Attachment 3-4: U.S. Bureau of Labor Statistics, CPI Inflation Calculator, available at 
https://www.bls.gov/data/inflation calculator.htm. 2018 – 2022 Average. 
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B. Cal Am Misinforms the Commission in the 2021 Annual Report 1
by not Following the Uniform System of Accounts 2

Cal Am did not follow the Uniform System of Accounts and misinformed 3

the Commission by underreporting Regulatory Commission Expenses in its 2021 4

Annual Report to the Commission.1445

The Uniform System of Accounts (“USOAs”) is a set of accounting 6

standards designed to have each utility consistently provide financial transparency 7

of its water operations.145  The Commission adopted this set of accounting 8

standards for all water utilities under its jurisdiction to enable the accuracy, 9

reliability, and comparability necessary for the uniform and consistent reporting of 10

financial information.   Following the USOA also ensures that the utility’s 11

financial information will be verifiable and auditable by a third party.  It also 12

ensures that the utility’s financial information is comprehensible to taxpayers, 13

investors, and others.14

USOA accounts are grouped by category, each with a brief description of 15

the items to be included. It also includes instructions regarding recording each 16

transaction in the account.  The expense accounts are further divided into 17

subcategories, such as general administrative and maintenance, which are then 18

used to determine whether these costs of service are legitimate and reasonable 19

when determining rates.146  The USOA also directly states which categories of 20

salaries and expenses are included within each account and any exceptions.14721

Regulatory Commission Expenses are classified under USOA account # 797.14822

144 See Attachment 3-5: Cal Am 2021 Annual Report, Schedule B-2 at 47. 
145 D.16-11-006, at 21. 
146 D.16-11-006, Uniform System of Accounts for Class A Water Utilities 
147 See generally D.16-11-006, Appendix A.  
148 D.16-11-006, Appendix A at A139-140; See also Owens Testimony at 21, lns. 15-18.  
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Cal Am does not provide a direct accounting of its Regulatory Commission 1

Expenses (USOA #797) in its 2021 annual report.149  As shown in Table 3-1 2

below, Cal Am failed to provide in the annual report the actual amount of 3

Regulatory Commission Expenses incurred. 4

Table 3-1: Annual Report vs. RO Model 

Expense TY 2024
RO

2021 RO Annual 
Report150

Difference TY 2024 
RO-Annual Report 

797 (Regulatory Commission 
Expenses)

748,911151 379,025152 None N/A 

The Commission should require Cal Am to amend its 2021 Annual Report 5

to include actual Regulatory Commission Expenses (USOA account # 797) it 6

incurred.  Furthermore, the Commission should require Cal Am to include actual 7

Regulatory Commission Expenses (USOA account # 797) incurred in future 8

annual reports. 9

1. Cal Am’s Expenses per Service Connection are 10
Excessive11
As stated previously Cal Am’s requested regulatory commission 12

expense for this GRC period corresponds to a cost per service connection of 13

149 See Attachment 3-5: Cal Am 2021 Annual Report, Schedule B-2 at 47. 
150 For all values in this column, see Attachment 3-5: Cal Am 2021 Annual Report, Schedule B-2 at 47. 
151 Results of Operations Workpapers (July 1, 2022), Workbook ALL_CH04_O&M_RO, 
Worksheet(Tab) Summary of Costs-NARUC WS11, Cell Q87. 
152 Results of Operations Workpapers (July 1, 2022), Workbook ALL_CH04_O&M_RO, 
Worksheet(Tab) Summary of Costs-NARUC WS11, Cell N87. 
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$33.57,153 154 155 far above the other Class A water utilities.156  Cal Am’s 1

regulatory commission expense costs per service connection are more than 2

three times greater than both the average amount requested by the other 3

Class A water utilities157 and the regulatory commission expense per 4

service connection requested by Golden State Water, which has the second 5

highest cost per service connection over the GRC period of the large1586

Class A water utilities.  This same pattern was seen in the previous GRC, 7

A.19-07-002, where Cal Am’s recorded Regulatory Commission Expenses 8

for 2015-2017 were 2.5 times that of its closest peer, Golden State Water, 9

over the same period, with the proposed rate for 2021-2023 being higher 10

still.159 160  Therefore, Cal Am’s Regulatory Commission Expenses should 11

be reduced to bring its costs per service connection to a level comparable to 12

its closest large peer, Golden State Water.  Table 3-2 below compares the 13

Regulatory Commission Expense costs per service connection for all Class 14

A water utilities. 15

153 Cal Am Results of Operations Workpapers (July 1, 2022), Workbook ALL_CH04_O&M_WP_Reg 
Exp, Worksheet (Tab) Summary WS-01, Cell D21. Cell D21 = $6,740,198 
154 Attachment 3-5: Cal Am 2021 Annual Report at 8. Active metered + Flate rate service connections. 
155 See Table 3-2: (Regulatory Commission Expenses for the entire GRC period)/(# service connections) 
= ($6,740,198/200,764) = $33.57 per service connection 
156 See Table 3-2: Regulatory Commission Expenses per Service Connection
157 See Table: 3-2.  The mean cost per service connection per GRC cycle is $13.68, $10.84 sans Cal Am. 
158 For the purposes of this testimony, large is defined as having over 200,000 connections. (Cal Am, 
Cal-Water, Golden State, and San Jose). 
159 See Attachment 3-6: Anusha Nagesh, Report and Recommendations on Operations and Maintenance 
and Administrative and General Expenses, Labor Expenses, Balancing and Memorandum Accounts and 
Special Requests #2, 3, and 13, February 14, 2020, at 16, Table 1-4-Comparison of Regulatory 
Commission Expenses; in A.19-07-004. 
160 See Attachment 3-7: Per-Service Connection Graphs. 
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Table 3-2: Regulatory Commission Expense Cost per Service Connection 

Utility Proceeding TY TY 
Amount

GRC
Amount

Service161

Connection
s

TY $ 
amount per 

service
connection

GRC $ 
amount

per service 
connection

Apple Valley A.21-03-007 2022 83,483 235,776162 20,714163 4.03 11.38 

Cal-Am A.22-07-001 2024 748,911164 6,740,198 200,764165 3.73 33.57 

Cal-Water A.21-07-002 2023 294,560  483,096166 1.64  

Golden State 

Water

A.20-07-012 2022 34,100167 2,808,700 262,429168 0.13 10.70 

Great Oaks 

Water

A.21-07-001 22-23 58,708 178,009169 21,406170 2.74 8.32 

Liberty Park 

Water

A.21-07-003 2022 139,995171 419,985 28,115172 4.98 14.94 

San Gabriel A.22-01-003 2024 486,956173 1,460,867174 97,717175 176 3.82 14.95 

161 For this column, see Attachment 3-8: Additional Annual Reports, for utilities that are not Cal Am. 
162 Apple Valley Workpapers (A.21-03-007), AV22 Expenses, Tab ExpenseDetail (5-yr avg), Cell O401 
163 Apple Valley 2021 Annual Report at 8 (Metered + Flat Rate Service Connections, Annual Average). 
164 Results of Operations Workpaper: ALL_CH04_O&M_WP_Reg Exp, Tab: Summary WS-01. 
165 Attachment 3-5: Cal Am 2021 Annual Report at 8. Active metered + Flate rate service connections. 
166 Cal-Water Annual Report at 7 (Active metered + Flate rate service connections).
167 SEC-40_EXP_OM AG-Non-Standard, tab WS-11 “Regulatory Expenses”, cell C21-E21 
168 Golden State 2021 Annual Report at 8 (Metered + Flat Rate Service Connections, Annual Average). 
169 Great Oaks Water (A.21-07-001 Exhibit E GRC Workpapers, tab WP6-A&G Expense, Cell K18). 
170 Great Oaks 2021 Annual Report at 8 (Metered + Flat Rate Service Connections, Annual Average) 
171 Liberty Park Workpapers RO Model Final, tab RegComExp, Cells C/D-22/23. 
172 Park 2021 Annual Report at 8 (Metered + Flat Rate Service Connections, Annual Average) 
173 San Gabriel Workpaper, Tab EX1, Cells (W93+W659+W1466). 
174 Direct Testimony of Joel M. Reiker, January 2022, at 38, lns. 26-27.  
175 San Gabriel 2022_Cal_Adv, Tab RV1, Cell U30, U151 (LA + Fontaine) 
176 San Gabriel 2021 Annual Report at 9 (Metered + Flat Rate Service Connections, Annual Average). 
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San Jose 

Water

A.21-01-003 2022 342,000177 1,050,000 226,387178 1.51 4.64 

Suburban

Water

A.20-03-001 2022 240,287 634,355179 76,547180 3.14 10.93 

Table 3-3: Regulatory Commission Expenses Annual Report vs. RO Model 

Expense RO TY RO 2021 RO GRC 2021 Annual Report 
(Account 797)181

Apple Valley 83,483 81,367182 235,776 128,387183

Cal Am 748,911  6,740,198 None given184

Cal-Water 294,560   294,650185

Golden State Water 34,100 None186 2,808,700 1,109,887187

Great Oaks Water 62,311 75,066188 189,093 401,051189

Liberty Park Water 139,995  419,985 (103,626)190

San Gabriel 486,956  1,460,867 411,878191

177 San Jose Water Workpaper CH-09, tab “WP 9-08” Cell M45-O45 
178 San Jose Water (2021 Annual Report, Schedule D-4) at 64 (Active metered service connections). 
179 Suburban Workpaper Vol I-0810 Final, Tab Regulatory Cost, Cell F8. $634,355 GRC+$202,182 COC 
180 Suburban 2021 Annual Report at 8 (Metered+Flat Rate Service Connections, Annual Average). 
181 For this column, see Attachment 3-8: Additional Annual Reports, for utilities that are not Cal Am. 
182 AV22 Expenses, Tab ExpenseDetail (5-yr avg), Cell N401 
183 Apple Valley 2021 Annual Report p.47 (PDF 59) Schedule B-2 
184 See Attachment 3-5: Cal Am 2021 Annual Report p.47 (PDF 59) Schedule B-2 
185 Cal-Water 2021 Annual Report p.47 (PDF 49) Schedule B-2 
186 SEC-40_EXP_OM AG-Non-Standard, tab WS-11 “Regulatory Expenses” 
187 Golden State Water 2021 Annual Report p.48 (PDF 54) Schedule B-2 
188 Great Oaks Water (Exhibit E GRC Workpapers, tab WP6-A&G Expense, cell J18). 
189 Great Oaks Water 2021 Annual Report p.47 (PDF 49) Schedule B-2 
190 Liberty Park Water 2021 Annual Report p.53 Schedule B-2 
191 San Gabriel Valley Water 2021 Annual Report p.53 (PDF 54) Schedule B-2 
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San Jose Water 342,000 333,000192 1,050,000 6,498,377193

Suburban Water 240,287 240,287194 634,355 1,711,998195

C. Rate Consultants 1
Several components of Cal Am’s Regulatory Commission Expenses are 2

particularly egregious in terms of their contributions to Cal Am’s excessive overall 3

figure, especially considering that the utility’s labor budget has also continued to 4

climb.  Cal Am employs the services of rate consultants, who perform similar 5

duties to employees already included in Cal Am’s Rates Department.  Financing 6

these duplicated duties increases the burden for ratepayers.  These consultants 7

include its former employees and outside firms specializing in creating RO models 8

for GRCs.  Cal Am’s workpaper196 provides details of each of the utility’s 9

proposed consultants. 10

1. Dave Stephenson and Edward Grubb 11
Cal Am anticipates contracting with two former Cal Am employees, 12

Edward Grubb, and Dave Stephenson.197  Mr. Stephenson retired as Cal 13

Am’s Director of Rates in 2015.  Cal Am states that both provide a variety 14

of services for regulatory case proceedings, including (1) Collecting and 15

reviewing information and data for analysis; (2) Specifying elements of 16

design analytical models and exhibits; (3) Setting up models and exhibits as 17

necessary; (4) Reviewing and revising models, and exhibits for changing 18

192 San Jose Water Workpaper CH-09, tab “WP 9-08” Cell L45 
193 San Jose Water 2021 Annual Report p.50 Schedule B-2 
194 Suburban Workpapers Vol. I-0810 Final, Tab Regulatory Cost, Cell J40-51. $240,287 GRC + 
$93,407. 
195 Suburban Water  Systems 2021 Annual Report p.50 Schedule B-2 
196 Workpaper: ALL_CH04_O&M_WP_Reg Exp, Tab: Rate Consultants WS-02. 
197 Workpaper: ALL_CH04_O&M_WP_Reg Exp, Tab: Rate Consultants WS-02, Cell G12, G19. 
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circumstances; (5) Evaluating results and suggesting strategies related to 1

scenarios developed.198  Mr. Stephenson is also responsible for performing 2

several other categories of GRC-related assistance, including, but not 3

limited to, preparing data requests and providing performance and usability 4

enhancements to the RO model.1995

These two consultants have similar responsibilities200 to the fourteen 6

staff201 in Cal Am’s Rates Department.  These staff members already 7

receive payroll dollars, included in Cal Am’s labor budget, for performing 8

the duties in question.  Cal Am also doubled the number of personnel in its 9

Rates Department from seven to fourteen since the TY 2018 GRC.202  The 10

Rates Department employees are already included in Cal Am’s payroll 11

budget, which Cal Am did not reduce to compensate for this continued 12

outsourcing.  This is a factor in Cal Am’s high cost per service connection 13

and adds to the burden on ratepayers.   14

2. Outside Consulting Expenses  15
Cal Am provided invoices for payments to Blue Planet Utility 16

Consulting between January 2018 and September 2022, 203 204 which 17

198 Attachment 3-9: Cal Am’s Response to DR-ASW 04, Q001a and 1b. at 4-6; Q001c at 5, Q001e at 6. 
199 Attachment 3-9: Cal Am’s Response to DR-ASW 04, Q001a and 1b. at 4-6; Q001c at 5, Q001e at 6. 
200 Direct Testimony of Gary Hofer, Attachment A, at 87. 
201 Results of Operations Workpapers (July 1, 2022), Workbook ALL_CH04_O&M_WP_Labor, 
Worksheet Current Employees WS-A-1, Count Column H (Column J filtered to include only “CORP-
Rates,” Column P Filtered to remove Lic/Certs). 
202 Results of Operations Workpapers (2016 General Rate Case), Workbook 
ALL_CH04_O&M_WP_Labor, Worksheet Current Employees WS-A-1, Count Column H (Column J 
filtered to include only “CORP-Rates,” Column P Filtered to remove Lic/Certs). 
203 Attachment 3-9: Cal Am’s Response to DR-ASW 04 Q001, Attachment 4a/b. 
204 Attachment 3-9: Cal Am’s Response to DR-ASW 04 Q001. Attachment 4a/b. 
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amount to far less than Cal Am’s recorded expenses.  Specifically, Cal Am 1

is requesting a budget of $993,578 ($915,938 sans travel costs)205 for the 2

2024-2026 GRC cycle for Blue Planet Utility Consulting,206 while the total 3

amount listed in the invoices is $560,622.207  Cal Am’s expense reporting is 4

inaccurate, and the utility did not lower its payroll budget to compensate for 5

this continued outsourcing.6

Cal Am also hired the Utility Consulting Group (UCG) to develop 7

Cal Am’s new Results of Operations (“RO”) model, while also including 8

invoices related to the RO model produced for the previous GRC.208 2099

The cost of creating the RO model was a one-time cost, as the RO model 10

has been completed and implemented for use in the current proceeding.  Cal 11

Am has not justified the continuation of the RO model expenses into the 12

next rate case.13

Finally, Cal Am states that Contingency Rebuttal Witnesses “may be 14

necessary to address unanticipated critical issues and topics raised in the 15

direct testimony of Cal PA or other intervenors that cannot be addressed by 16

Cal Am staff or rate consultants.”210  Cal Am requests a budget of $50,000 17

for the 2024-2026 GRC cycle for these contingency rebuttal witnesses.21118

205 Results of Operations Workpapers, Workbook ALL_CH04_O&M_WP_RegExp, Worksheet (tab) 
Rate Consultants WS-02, Cell G34 – Cell F31 = $993,578 - $77,640 = $915,938. 
206 Results of Operations Workpapers, Workbook ALL_CH04_O&M_WP_RegExp, Worksheet (tab) 
Rate Consultants WS-02, Cell G34, see also Worksheet (tab) Summary WS-01, Row 8. 
207 See Attachment 3-9: Cal Am’s Response to DR-ASW 04 Q001, Attachment 4a/b.                      
235,973 (Blue Planet) + 324,649 (TalentBurst) = 560,622 + 77,640 (BP travel) = 638,262. 
208 Attachment 3-9: Cal Am’s Response to DR-ASW 04, at 4-6 Q001c at 5, Q001e at 6. 
209 Attachment 3-10: CAW Response to DR-ASW 05 Q005, Attachment 6 (Redacted). 
210 Attachment 3-9: Cal Am’s Response to DR-ASW 04, at 4-6; Q001c at 5, Q001e at 6. 
211 Results of Operations Workpapers, Workbook ALL_CH04_O&M_WP_RegExp, Worksheet (tab) 
Rate Consultants WS-02, Cell G41, see also Worksheet (tab) Summary WS-01, Row 8. 
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Cal Am provided invoices showing the costs of contingency fees between 1

January 2018 and September 2022.212  The total amount of the payments 2

reflected in the invoices was $2,736.73.3

D. Legal Expenses 4

Cal Am’s proposed 64%213 increase in billed legal hours and 140%2145

increase in legal expenses are unreasonable.  Hourly rates for legal expenses for 6

the TY 2024 GRC are determined using the 2022 hourly rates multiplied by a 7

projected year-on-year increase of 3.06%.215  Cal Am’s requested amount for TY 8

2024 legal fees is based on the 2022 rates annually escalated based on input from 9

outside counsel.216  Several of these estimates, including those for recorded 10

outside counsel expenses and Cal Am’s in-house legal staffing capacity, are 11

excessive and contribute to the utility’s excessive regulatory commission expense 12

spending.13

1. Legal staffing 14
Cal Am’s 2024-2026 Regulatory Commission Expense budget 15

includes $632,400 ($70,267 for TY 2024, $281,067 for 2025, and $281,067 16

for 2026) in legal fees.217  Cal Am currently has six corporate counsels and 17

212 Attachment 3-11: Response to DR-ASW 04 Q001 Attachment 5. 
213 Results of Operations Workpapers, Workbook ALL_CH04_O&M_WP_Reg Exp, Worksheet(Tab) 
Legal GRC WS-04. Cell D28/Cell D30 1076/655 = 1.643 = 64% increase. 
214 Results of Operations Workpapers, Workbook ALL_CH04_O&M_WP_Reg Exp, Worksheet(Tab) 
Legal GRC WS-04. Cell F28/Cell D31 632,400/263,392 = 2.40 = 140% increase. 
215 Results of Operations Workpapers, Workbook “ALL_CH04_O&M_Reg Exp”, Worksheet(tab) 
“Legal GRC WS-04” Rows, 28-31. 35-38.  
216 Owens Testimony at 26, lns. 22-28. 
217 Results of Operations Workpapers, Workbook ALL_CH04_O&M_WP_Reg Exp, Worksheet (tab) 
Summary WS-01, Cells D9, E9, F9, G9. 
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three paralegals,218 one of which has been added since the TY 2021219 2201

GRC, in its legal department.  This trend for additional legal representation 2

was the subject of protest from the Mark West Area Community Services 3

Committee and the California Water Rights Association (Mark West et al.).4

The protest notes the relationship between Cal Am’s in-house and outside 5

counsel and the increasing number of attorneys working on Cal Am 6

proceedings.221  In the current GRC Application, Cal Am continues to 7

request increased budgets for outside legal consultants for similar tasks.8

Given the resources of Cal Am’s law office in San Francisco, shareholders, 9

not ratepayers, should bear outside attorney expenses. 10

 Cal Am has been unable to demonstrate that the services of outside 11

counsel were used in the most efficient and cost-effective manner.  Several 12

of the heavily redacted invoices provided by Cal Am show that Cal Am’s 13

outside council performed work within the scope of the internal regulatory 14

council,222 223 such as “General-CA PUC Advice,”224 from Nossman LLP 15

and “2019 GRC RO Model support”225 from Utility Consulting Group 16

LLC.17

218 Cal Am workpaper (July 1, 2022)  “ALL_CH_04_WP_Labor”, tab “Current Employee WS-A-1”. 
Column H (Column J filtered to include only “CORP-Legal,” Column P Filtered to remove Lic/Certs). 
219 Cal Am workpaper (July 1, 2019)  “ALL_CH_04_WP_Labor”, tab “Current Employee WS-A-1”. 
Column H (Column J filtered to include only “CORP-Legal,” Column P Filtered to remove Lic/Certs).  
220 Cal Am workpaper (2016)  “ALL_CH_04_WP_Labor”, tab “Current Employee WS-A-1”. Column H 
(Column J filtered to include only “CORP-Legal,” Column P Filtered to remove Lic/Certs). A.16-07-002 
221 A.16-07-002, Protest of Mark West Area Community Services Committee and the California Water 
Rights Association, at 10-11. 
222 Attachment 3-9: Cal Am’s Response to DR-ASW 04, at 4-6; Q001c at 5, Q001e at 6. 
223 Attachment 3-12: Cal Am’s Response to DR ASW-004, Q001 Attachments 4a/4b.   
224 Attachment 3-10: CAW Response to DR-ASW 05 Q002a, Attachment 5 (Redacted). 
225 Attachment 3-13: CAW Response to DR-ASW 05 Q005, Attachment 6 (Redacted). 
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E. Witness Training 1
Cal Am requests a witness training budget of $57,120 total for the 2024-2

2026 GRC cycle ($6,347 for TY 2024, $25,387 for 2025, and $25,387 for 3

2026).226  Cal Am’s TY 2024 GRC application includes prepared testimony from 4

fourteen witnesses, ten of whom state in their testimony introduction that they 5

have previously testified before the Commission.227  Therefore, these witnesses 6

should have already been trained and do not need further training.  Of the 7

remaining four,228 Clarke is a senior accounting manager for Cal Am,229 Cullen is 8

the director of tax reporting and compliance for Cal Am,230 Mitchell is a general 9

partner at M.cubed,231 232 and Pilz is the senior manager of field operations at Cal 10

Am.233  Witness training for such qualified individuals is unnecessary and will 11

only inflate Cal Am’s excessive regulatory commission expense forecast.  12

IV. CONCLUSION13

Cal Am did not follow the Uniform System of Accounts and misinformed the 14

Commission by underreporting Regulatory Commission Expenses in its 2021 15

Annual Report to the Commission.  Cal Am requests a total Regulatory 16

226 Results of Operations Workpapers, Workbook ALL_CH04_O&M_WP_Reg Exp, Worksheet (tab) 
Summary WS-01, Cell D13-G13. 
227 Christopher Cook, Ian C. Crooks, Gary Hofer, Jeffrey Linam, Johnathan Morse, Stephen (Wes) 
Owens, Bahman Pourtaherian, Edward A. Simon, Kevin Tilden, John M. Watkins.   
228 Michael S. Clarke, Scott Cullen, David Mitchell, Patrick Pilz.    
229 Clarke Testimony at 1, lns. 17-18. 
230 Cullen Testimony at 1, lns. 17-18. 
231 Mitchell Testimony at 1, ln. 14. 
232 M.Cubed is an economic consulting firm. 
233 Pilz Testimony at 1, lns. 16-18. 
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Commission Expense budget of $6,740,198234  for the 2024-2026 GRC cycle.  Cal 1

Am proposes to recover this budget as follows: $748,911 for TY 2024, $2,995,643 2

in 2025, and $2,995,643 in 2026.  Cal Am’s requested budget per service 3

connection is excessive compared to other class A water utilities.  The 4

Commission should5

Authorize a total Regulatory Commission Expense budget of $2,148,707 for 2024-6

2026 to bring it in line with Cal Am’s closest peer Golden State Water.  This 7

budget should be amortized equally across three years. 8

Require Cal Am to amend its 2021 annual report to include the amount of 9

Regulatory Commission Expenses (USOA 797) incurred.  The Commission 10

should require Cal Am to cease misreporting and include the actual Regulatory 11

Commission Expenses (USOA account # 797) incurred in future annual reports. 12

234 Results of Operations Workpapers (July 1, 2022), Workbook “ALL_CH04_O&M_WP_Reg Exp”, 
Worksheet (Tab) “Summary WS-01”, Cell D21. 
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CHAPTER 4 UNCOLLECTIBLE ACCOUNTS 1

I. INTRODUCTION2

Cal Am requests a TY 2024 budget of $5,609,942 for Uncollectible Accounts 3

(USOA Account 775), which includes $4,057,674235 for leak adjustment expenses236 and 4

$1,552,268237 for uncollectible customer accounting expenses.238  Cal Am forecasts leak 5

adjustment expenses by reviewing a set number of bills in each service area annually.2396

Cal Am calculated uncollectible expenses by multiplying forecasted billed revenues by 7

0.5207%.240 2418

II. SUMMARY OF RECOMMENDATIONS 9

The Commission should:10

Adopt a leak adjustment budget of $0.  Since the Commission has been 11

approving budgets for the maintenance of supply mains (USOA 712), there 12

is no need to provide an additional budget for leak adjustment expenses and 13

235 Results of Operations Workpapers (July 1, 2022), Workpaper: “ALL_CH04_O&M_RO” tab: “O&M 
Costs W-Spec Adj WS7” Column Q (Column G filtered to include only “Uncollectible Expense-Leak 
Adjustment”). 
236 SAP Account 57010199. 
237  Results of Operations Workpapers (July 1, 2022), Workpaper: “ALL_CH04_O&M_RO” tab: “O&M 
Costs W-Spec Adj WS7”, Column Q (Column G filtered to include only “Uncollectible Accounts Exp-
Customer Accounting”). 
238 There are uncollectible accounts expenses titled “Admin & General,” “Customer Accounting,” 
“Individual Value Adjustments,” and “Natural Accounts,” but only “Customer Accounting” appear in the 
RO model. “Leak Adjustments” are listed separately 
239 Owens Testimony at 16, lns. 14-20. 
240 Owens Testimony at 16 (“I recommend the use of the uncollectible rate of 0.5207% authorized in 
California American Water’s 2019 GRC as established in D.21-11-018.”); D.21-11-018 at 33 (“The 
Settlement adopts Cal Advocates’ proposed uncollectible rate of 0.5117%.). 
241 Results of Operations Workpapers, Workpaper: “ALL_CH04_O&M_WP_Uncollectible” tab: 
“Uncollectible Rates,” Column D. 
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unfairly burden ratepayers with bill adjustments to generate corporate 1

goodwill.2

Adopt a 0.5117% uncollectible rate to estimate the customer accounting 3

related uncollectible budget.  This recommendation will reduce TY 2024 4

total uncollectible-customer accounting expenses budget by $26,830. 5

III. ANALYSIS 6

A. Leak Adjustment 7
Cal Am’s updated leak adjustment estimates for TY 2024 are excessive and 8

do not align with the State’s conservation efforts in the face of “extreme and 9

expanding drought conditions.”24210

1. Account Suitability Issues 11
There are several reasons why the Commission should deny Cal 12

Am’s requested leak adjustment expense budget of $4,057,674.  First, Cal 13

Am’s requested leak adjustment budget would create a subsidization 14

scheme that grants some customers significant bill adjustments funded by 15

other customers.  Ratepayers, especially those with limited incomes, should 16

not have to pay for others’ leaks.17

Also, Cal Am’s leak adjustment policy states that Cal Am may 18

provide adjustments for “leaks within (interior plumbing or 19

appliances)…the structure.”243  Ratepayers should not pay for leaks on 20

customer-owned appliances and plumbing that Cal Am does not have 21

control over.   22

242 See Attachment 4-1 Executive Order -N-7-22, issued on March 28, 2022; Proclamation of a State of 
Emergency, issued by Governor Newsom on October 19, 2021, at 1. 
243 See Attachment 4-2: https://www.amwater.com/caaw/customer-service-billing/adjustment-requests
“Instructions for Adjustment Requests,” available at https://www.amwater.com/caaw/customer-service-
billing/adjustment-requests (as of 2/2/2023). 
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Finally, as discussed in the next section, leak adjustments provide 1

goodwill for the utility, which is a shareholder asset, not a ratepayer 2

benefit; thus, this expense should be funded by shareholders, not 3

ratepayers.4

2. Courtesy Leak Adjustment is a Corporate Goodwill 5
Providing leak adjustments to customers could prove a boon to Cal 6

Am’s corporate image at the expense of other ratepayers.  Deirdre Mueller, 7

public relations manager of Cal Am’s parent company, the American Water 8

Works Association, has stated that leak adjustments are “something the 9

larger utilities are willing to do in an effort to maintain good relations with 10

their customers.”24411

Like advertising and public relations, providing leak adjustments, 12

especially “courtesy adjustments,”245 to customers can elevate Cal Am’s 13

and American Water’s corporate image at the cost of burdening all other 14

customers.  Cal Am’s current policy is to potentially provide adjustments 15

for high bills due to excessive water use based on leaks at the property, 16

high use for a known cause, such as irrigation issues, and even high use 17

resulting from a leak that field investigation cannot determine the cause 18

244 See Attachment 4-3: “How to Get a Refund on Your Water Bill If Your Faucet Leaks” 
https://www.kiplinger.com/article/real-estate/t029-c011-s003-get-money-back-for-that-leaky-faucet-or-
toilet.html#:~:text=It's%20an%20incentive%20to%20try,parts%20purchased%20by%20the%20homeow
ner). (As of 2/2/2023) 
245 See Attachment 4-4: Cal Am’s AL 1173, p.27 under “BACKGROUND” see Res. W-4951. 
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of.246 247  Cal Am had previously identified their leak adjustments as 1

“courtesy” adjustments. 2482

Therefore, the Commission should deny Cal Am’s requested leak 3

adjustment budget of $4,057,674 for TY 2024.4

B. Uncollectible Expenses 5
In this GRC cycle, Cal Am requests to use the uncollectible rate of 6

0.5207% authorized in California American Water’s 2019 GRC as established in 7

D.21-11-018.249 250  This is not what the decision indicates.  The rate agreed upon 8

in the TY 2021 settlement and reflected in D.21-11-018 was 0.5117%.251  Hence, 9

as requested by Cal Am, the Commission should utilize 0.5117% to estimate a 10

customer accounting related uncollectible budget.  This will reduce Cal Am’s 11

uncollectible budget related to customer accounting by $26,830.252  Any other 12

differences in the dollar value of uncollectible expenses other than leak 13

adjustments result from differences in forecasted revenue and revenue 14

requirements addressed by other Cal Advocates witnesses. 15

IV. CONCLUSION16

For the reasons outlined above, the Commission should deny Cal Am’s requested 17

TY 2024 budget of $4,057,674 for leak adjustment expenses.  Additionally, the 18

246 See Attachment 4-2: https://www.amwater.com/caaw/customer-service-billing/adjustment-requests
“Instructions for Adjustment Requests” As of 2/2/2023.  
247 See Attachment 4-4: Cal Am’s AL 1173, p.27 under “BACKGROUND” see Res. W-4951. 
248 See Attachment 4-5: Advice Letter 1173 filed by Cal Am on July 27, 2017. 
249 Owens Testimony at 16, lns. 5-7. 
250 Results of Operations Workpapers, Workpaper: “ALL_CH04_O&M_WP_Uncollectible” tab: 
“Uncollectible Rates”, Column D. 
251 D.21-11-018 at 33. 
252 Uncollectible-Customer Accounting = $1,552,268 * (0.5117%/0.5207%) = $1,525,438 
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Commission should only authorize an uncollectible rate of 0.5117% to estimate the total 1

customer accounting related uncollectible budget.  This recommendation will reduce TY 2

2024 total uncollectible-customer accounting expenses budget by $26,830.3
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CHAPTER 5 OUTSIDE SERVICES EXPENSES 1

I. INTRODUCTION2

Outside Services Expenses (USOA Account # 798) include amounts for additional 3

contracted services.  Cal Am is requesting an outside services expense budget of 4

$2,737,166 for TY 2024.253  The Commission should instead authorize a budget of 5

$2,725,471.    6

II. SUMMARY OF RECOMMENDATIONS 7

The Commission should adopt a $2,725,471 budget for outside services expenses. 8

III. ANALYSIS 9

Cal Am generally forecasts its TY 2024 outside services expense as $2,737,166 10

using a five-year (2017 – 2021) inflation-adjusted average of recorded data.254  However, 11

some of the historical expenses included in USOA Account #798255 that Cal Am utilized 12

to build its forecast are no longer required, unlikely to be incurred in this general rate 13

case cycle, or miscategorized.  These expenses are typically calculated using a five-year 14

average, but in this case, many have only a single entry in the 2017-2021 recorded years 15

and did not occur in 2021.256 257  It is reasonable to expect that these are one-time costs; 16

therefore, the Commission should remove these one-time costs from the recorded years 17

253 Results of Operations Workpapers (July 1, 2022), Workbook ALL_CH04_O&M_RO, Worksheet: 
“O&M Costs W-Spec Adj WS7”, Column Q (Column H filtered to include only NARUC Account 798). 
254 Owens Testimony at 27, lns 14-22.   
255 Specifically expenses tied to SAP Account 53150016 “Contract Svc-Other-Admin & General” and 
SAP Account 53110016 “Contract Svc-Eng-Admin & General.” 
256 Results of Operations Workpaper (July 1, 2022) “ALL_CH04_O&M_RO” tab “OM Data Rec w-Trf-
Elim WS3.” Cells (K2027, L2375, J4505, J5921, N6275, J6269, L8399). 
257 See Table 5-1: One-Time Customer Accounting Expenses. 
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(2017-2021) when forecasting the expenses for TY 2024.  The two expenses recorded for 1

Geyserville were either incurred only in 2021258 or decreased dramatically between 2017 2

and 2021 with no expenses incurred in between.259 It is reasonable to expect that these 3

expenses will not be consistently incurred, and the Commission should remove them 4

when forecasting the TY 2024 expenses. Removing the expenses listed in Table 5-1 will 5

reduce the TY2024 Customer Accounting Expense budget by $11,695 for a total of 6

$2,725,471.   7

Table 5-1: One-Time Customer Accounting Expenses 

2017260 2018 2019 2020 2021 TY 

2024 

Monterey -Toro Contract Svc-Other-Admin & General (0) 133 0 0 0 36 

Monterey-

Ambler 

Contract Svc-Other-Admin & General 121 0 0 0 0 33 

Dunnigan Contract Svc-Other-Admin & General 28,829 0 0 0 0 7,985 

Geyserville Contract Svc-Other-Admin & General 0 0 0 0 45 10 

Rio Plaza Contract Svc-Other-Admin & General 0 0 2,960 0 0 1,943 

Monterey-

Garrapata 

Contract Svc-Eng-Admin & General 0 0 250 0 0 66 

Geyserville Contract Svc-Eng-Admin & General 5,715 0 0 0 170 1,622 

Total  41,487 154 3,650 0 215 11,695 

IV. CONCLUSION8

For the reasons discussed above, the Commission should remove the one-time 9

expenses described in this chapter from Cal Am’s Outside Services Budget.  The 10

258 Results of Operations Workpaper (July 1, 2022) “ALL_CH04_O&M_RO” tab “OM Data Rec w-Trf-
Elim WS3.” Cell (N6275). 
259 Results of Operations Workpaper (July 1, 2022) “ALL_CH04_O&M_RO” tab “OM Data Rec w-Trf-
Elim WS3.” Cells (J6269, N6269). 
260 Results of Operations Workpapers (July 1, 2022), Workbook “ALL_CH04_O&M_RO”, Worksheet 
(tab) “OM Data Rec w-Trf-Elim WS3” All historical figures come from here 
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Commission should authorize a TY 2024 Outside Services Budget of $2,725,471 (a 1

reduction of $11,695). 2



54

CHAPTER 6 CUSTOMER ACCOUNTING EXPENSES 1

I. INTRODUCTION2

Cal Am requests a TY 2024 Customer Accounting (USOA Account # 774) budget 3

of $2,042,931.  In TY 2024, Cal Am forecasts Customer Accounting (USOA Account 4

#774) expenses based on the five-year (2017-2021) escalated average, resulting in a 5

23.2%261 increase from recorded 2021262 to projected 2022.263 264  However, this 6

escalated average is not reasonable because (1) Cal Am’s actual customer accounting 7

postage costs steadily decreased from 2017 to 2021, with a total decrease of 7.4%265 and 8

a per service connection decrease of 9.1%, and (2) Cal Am’s recorded customer 9

accounting expenses include a number of one-time expenses that should be excluded 10

from Cal Am’s TY 2024 budget forecast.26611

II. SUMMARY OF RECOMMENDATIONS 12

The Commission should 13

Authorize a TY 2024 customer accounting postage budget of $639,198 (a 14

reduction of $310,916). 15

261 Estimated 2022/Recorded 2021 = ($1,907,127/$1,548,112)-1 = 0.2319 = 23.19%   
262 Results of Operations Workpapers (July 1, 2022), Workbook “ALL_CH04_O&M_RO”, Worksheet 
(tab) “OM Data Rec w-Trf-Elim WS3” Column N (Column H filtered to include only NARUC Account 
774) Sum column N = $1,548,112 
263 Cal Am’s Workpaper: “ALL_CH04_O&M_RO”, tab “O&M Costs W-Spec Adj WS7”, columns O 
(Column H filtered to include only NARUC Account 774). Sum column O = $1,907,127).  
264 See Attachment 6-1: BLS Inflation Calculation 2021-2022. Inflation for this period was 6.97%. 
265 Results of Operations Workpapers (July 1, 2022), Workbook “ALL_CH04_O&M_RO”, Worksheet 
(tab) “OM Data Rec w-Trf-Elim WS3”, Cell J184, J3016, and N184. ((N184)/(J184+J3016)) – 1 = 
((724,149/(776,184)) - 1 = 6.7% decrease. 
266 See Attachment 3-7: Per-Service Connection Graphs. 
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Remove $1,057 of one-time customer accounting expenses from Cal Am’s 1

TY 2024 customer accounting budget. 2

Authorize a budget of $191,965 for the Hillview District’s customer 3

accounting expenses, using a two-year adjusted average.4

III. ANALYSIS 5

A. Customer Accounting Postage Expenses 6
The Commission should reduce Cal Am’s customer accounting postage 7

budget for TY 2024 to $639,198 (from $950,114) to account for the decreasing 8

trend of this expense.  Between 2017 and 2021, Cal Am’s customer accounting 9

expenses related to recorded postage decreased by 1.34%267 annually, following a 10

2.48% average annual decrease from 2014-2018.268  Therefore, taking a simple 11

five-year escalated average will result in overestimation.  Figure 6-1 below 12

illustrates Cal Am’s proposed average (solid blue) and the recorded postage trend 13

line (solid black). 14

267 Results of Operations Workpapers (July 1, 2022), Workbook “ALL_CH04_O&M_RO”, Worksheet 
(tab) “OM Data Rec w-Trf-Elim WS3” (column G filtered to include only “Postage - Customer 
Accounting”). ((Column N/Column J)-1)/5 = ((724,149/776,125)-1)/5 = -0.01339 = -1.34%. 
268 Results of Operations Workpapers (July 1, 2019), Workbook “ALL_CH04_O&M_RO”, Worksheet 
(tab) “OM Data Rec w-Trf-Elim WS3” (column G filtered to include only “Postage - Customer 
Accounting”). ((Column N/Column J)-1)/5 = ((753,476/860,328)-1)/5 = -0.02484 = -2.48%. 
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Figure 6-1: Postage Expenses 

There has been a consistent reduction in postage every year since 2017.1

However, Cal Am forecasts an increase in postage costs for TY 2024.  Cal Am’s 2

proposed budget for customer accounting expenses related to postage is higher 3

than the actual recorded expenses in any of the last four years and goes against the 4

prevailing downward trend.  For a more accurate forecast, the one-time expenses 5

for Ventura County District and Larkfield District, $59269 and $9270 respectively 6

should be removed, and Cal Am’s Corporate expenses recalculated using a trend 7

line of actual costs.  Using the standard linear trendline equation,271 this would 8

yield a TY 2024 expense of $639,198.272  This lower expense is also supported by 9

Cal Am’s special request #19, the “paperless billing opt-out pilot,” which aims to 10

reduce postage and mailing costs.273  Therefore, the Commission should adopt 11

$639,198 as the customer accounting postage expense (SAP account 52566015) 12

269 Results of Operations Workpapers (July 1, 2022), Workbook “ALL_CH04_O&M_RO”, Worksheet 
(tab) “OM Data Rec w-Trf-Elim WS3”, Cell J3016 = $59 
270 Results of Operations Workpapers (July 1, 2022), Workbook “ALL_CH04_O&M_RO”, Worksheet 
(tab) “OM Data Rec w-Trf-Elim WS3”, Cell K5140 = $9 
271 See Figure 6-1: Postage Expenses.  The linear trend line is a standard statistical equation to calculate 
the value of the y-axis (postage costs) for each corresponding x-axis (year). 
272 Y = (MX+B) where m = the slope of the line, x = each year (where the year 2017 is 1 and 2024 is 8), 
and b = the y-intercept. (-18874x + 790190). (-18,874*8) = -150,992 + 790,190 = $639,198 
273 Pilz Testimony at 40. 
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for TY 2024, which is $310,916 less than Cal Am’s requested TY 2024 budget of 1

$950,114.2

B. Other Customer Accounting Expenses (Uniform System of 3
Accounts 774) 4

Cal Am has several miscellaneous customer accounts representing costs 5

incurred related to work on customer applications, contracts, orders, collections, 6

and other expenses as part of its Uniform System of Account (NARUC) account 7

774.  These expenses are typically calculated using a five-year average, but in this 8

case, many have only a single entry in the 2017-2021 recorded years and did not 9

occur in 2021.274 275  It is reasonable to expect that these costs are one-time costs; 10

therefore, the Commission should remove these one-time costs from the recorded 11

years (2017-2021) when forecasting the expenses for TY 2024.  Removing these 12

expenses from the recorded years reduces Cal Am’s requested TY 2024 budget by 13

$1,029.14

Table 6-1: One-Time Customer Accounting Expenses 15
2017 2018 2019 2020 2021 TY 2024 

Monterey County Telephone-Customer 

Accounting

3,400     942 

Los Angeles County Janitorial-Customer 

Accounting

   243  62 

Larkfield Janitorial-Customer 

Accounting

91     25 

Total       1,029 

274 Results of Operations Workpapers (July 1, 2022), Workbook “ALL_CH04_O&M_RO”, Worksheet 
(tab) “OM Data Rec w-Trf-Elim WS3” Cells J910, M2643, J5121. 
275 See Table 6-1. 
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Also, Cal Am added Hillview’s escalated customer accounting expenses for 1

2020 and 2021 together, rather than averaging them, to get its 2024 estimate, a 2

pattern none of the other districts follow.276  Cal Am gives no explanation for this 3

methodology.  Therefore, the Commission should use a two-year average 4

escalated to calculate Cal Am’s TY 2024 customer accounting budget.  This will 5

reduce Hillview’s customer accounting budget to $191,965 (from $383,930) for 6

TY 2024.7

IV. CONCLUSION8

The Commission should reduce Cal Am’s total Customer Accounting (USOA 9

Account # 774) budget to $1,539,021277 (from $2,042,931) for TY 2024, with the 10

following three adjustments: 11

(a) The Commission should reduce Cal Am’s customer accounting postage27812

budget for TY 2024 to $639,198 (from $950,114), a reduction of $310,916, to 13

account for the decreasing trend of these expenses. 14

(b) Remove $1,029 related to one-time expenses used in estimating TY 2024 15

Other Customer Accounting Expenses. 16

(c) Reduce Hillview customer accounting budget to $191,965 (from $383,930) for 17

TY 2024 by utilizing a two-year average. 18

276 Results of Operations Workpaper (July 1, 2022), “ALL_CH04_O&M_RO” tab “O&M Costs W-Spec 
Adj WS7.” Cells M8943, N8943, Q8943. Cell M8943 + N8943 escalated = Cell Q8943; 
(171,195+161,403+*1.0776*1.039*1.031) = 383,930; should be (M8943+N8943)/2 = 
$166,299*1.0776*1.039*1.031 = 191,965. 
277 $2,042,931 - $310,916 (customer accounting postage reduction) = $1,732,015 - $1,029 (one-time 
expenses) = $1,730,986 - $191,965 (Hillview customer accounting reduction) = $1,539,021. 
278 (SAP account 52566015) 
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CHAPTER 7 RENT EXPENSES1

I. INTRODUCTION2

For TY 2024, Cal Am requests $2,338,163 for rent expenses (USOA Account # 3

811), split between $158,880279 for expenses related to the rental of equipment and 4

$2,179,284280 for expenses related to the rental of real property.  Cal Am projects 5

changes in rent expenses due to the relocation of corporate headquarters from San Diego 6

to Sacramento and its rental at 520 Capitol Mall in Sacramento for additional office 7

space.8

II. SUMMARY OF RECOMMENDATIONS 9

The Commission should10

Reduce Cal Am’s requested TY 2024 budget for rental expenses related to 11

real property by $166,047 to remove expenses related to the new office 12

space lease for 520 Capitol Mall. 13

 Remove $24,447 in single-entry equipment leases that Cal Am has not 14

incurred in more than a year. 15

279 Results of Operations Workpapers (July 1, 2022), “ALL_CH04_O&M_RO” tab “O&M Costs W-
Spec Adj WS7.” (Q288+Q642+Q996+Q1704+Q2766+Q3120+Q4890+Q5244+Q6306+Q6660) for rents 
labeled A&G. 
(Q284+Q637+Q992+Q993+Q994+Q1699+Q1701+Q2055+Q2764+Q4885+Q4886+Q4887+Q4888+Q52
41+Q5242+Q5949+Q6301+Q6303+Q6304+Q6657+Q6658+Q9137) for rents not labeled A&G. 
280 Results of Operations Workpapers (July 1, 2022), “ALL_CH04_O&M_RO” tab “O&M Costs W-
Spec Adj WS7.” (Q280+Q634+Q988+Q1696+Q3112+Q4882+Q5236+Q6652+Q9130) for rents labeled 
A&G.
(Q275+Q277+Q280+Q628+Q632+Q634+Q988+Q1696+Q3112+Q4879+Q4880+Q4882+Q5236+Q6652
+Q9129+Q9130) for rents not labeled A&G. 
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III. ANALYSIS 1

Most of Cal Am’s rent expenses are based on a five-year escalated average.2

However, Cal Am based some of its lease costs on the executed lease agreements.281  Cal 3

Am’s Corporate District is forecasted based on current leases for a San Francisco legal 4

office ($187,808)282 and San Diego corporate office ($492,141).283  Cal Am also has an 5

estimated new lease expense for 3,970 square feet of office space at 520 Capitol Mall in 6

Sacramento ($166,047)284 and proposes a further budget increase of $3,115,041285 in 7

2025 to purchase land.286  Details regarding Cal Am’s proposed headquarters relocation 8

costs, recorded one-time costs, and miscategorized entries are discussed below. 9

A. Headquarters Relocation Expenses 10
Cal Am’s headquarters relocation plan is immature, includes a redundant 11

lease budget, and requests ratepayer funding for something that will not benefit 12

ratepayers.  Therefore, the Commission should not authorize $166,047 for Cal 13

Am’s headquarters relocation related budget.  Cal Am plans to work with CBRE 14

Group, a commercial real estate firm, to complete a transition and relocation study 15

by 2024.287  Cal Am plans to purchase the land in 2025 with design and permitting 16

efforts for the new campus beginning in 2026-2027, and complete headquarters 17

relocation is expected by 2028-2030.288  However, this issue was first raised in the 18

281 Owens Testimony at 29, lns. 17-25. 
282 Attachment 7-1: Cal Am’s Response to Cal Advocates’ DR ASW-006, Q002.a-c. 
283 Attachment 7-1: Cal Am’s Response to Cal Advocates’ DR ASW-006, Q002.a-c. 
284 Attachment 7-1: Cal Am’s Response to Cal Advocates’ DR ASW-006, Q002.a-c. 
285 Cal Am Workpaper “ALL_CH07_PLT_RO_Forecast” tab “Total CAPEX by Project WS-9” Cell X37 
286 Attachment 7-1: Cal Am’s Response to Cal Advocates’ DR ASW-006, Q002.a-c. 
287 Direct Testimony of Ian C. Crooks, July 1, 2022 (Crooks Testimony), at 159, ln. 7; see also Owens 
Testimony at 39, lns. 26-27. 
288 Owens Testimony at 39, ln 27 to 40, ln 5. 
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2019 GRC,289 and there is no guarantee that Cal Am will even be able to acquire a 1

developable plot.  The San Diego corporate headquarters lease expires in 2025 2

with the potential for an extended lease term,290 while Cal Am is requesting 3

$166,047 in new lease expenses for Sacramento.291  Cal Am states that “the 4

current Sacramento OC [Operations Center] at 4701 Beloit drive does not meet the 5

company’s needs moving forward for several reasons, including but not limited to 6

space constraints, employee security, and environmental health.”2927

However, unlike Cal Am’s testimony from the previous GRC,293 Cal Am 8

does not give an estimate of the exact number of positions that it plans to relocate 9

to the new facility in Sacramento.  Cal Am also does not give a timeline of when 10

the move will happen, whether before or after the next GRC.  Cal Am has also not 11

stated that it will transfer all eligible employees to the rented office space at 520 12

Capitol Mall or that the current OC will be abandoned between now and the 13

construction of the new consolidated campus in 2030. Therefore, Cal Am has not 14

demonstrated that it has a firm plan for when or how many employees will transfer 15

to the new Sacramento headquarters, and the Commission should not provide a 16

budget for something unknown.   17

If Cal Am’s proposed relocation is approved, ratepayers will have to fund 18

rents for both the San Diego headquarters and the rented office space at 520 19

Capitol Mall in Sacramento. Cal Am has not demonstrated that the additional cost 20

from the relocation will benefit ratepayers.  Therefore, the Commission should 21

289 (A.19-07-004) Owens Testimony at 48, lns. 1-7. Crooks Testimony at 243, ln 23 to 244, ln 8. 
290 Owens Testimony at 38, lns. 15-19. 
291 Attachment 7-1: Cal Am’s Response to Cal Advocates’ DR ASW-006, Q002.a-c. 
292 Crooks Testimony at 158, lns. 24-27. 
293 (A.19-07-004.) July 1, 2019, Owens Testimony at 49, lns. 11, 17-18. 
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deny Cal Am’s proposed relocation budget of $166,047 to prevent ratepayers from 1

funding redundant lease expenses. 2

B. Remove equipment lease expenses that Cal Am has not incurred 3
in more than a year4

The Commission should not authorize several of Cal Am’s Equipment 5

Rental expenses294 moving forward.  Geyserville, Meadowbrook, Monterey 6

County, and Monterey Wastewater had no recorded expenses for “Rents-7

Equipment – Admin & General” in 2021.295  Geyserville and Monterey 8

Wastewater had steady downward trends from 2017 to 2021, as did Monterrey 9

County296 except for 2019, and all four recorded their lowest expense in their final 10

year.297  These expenses should be removed for a reduction of $15,215298, see 11

Table 7-1.  Similarly, several districts had no recorded non-A&G-related rent 12

expenses in 2021.299  These recorded equipment leases have not occurred in more 13

than a year, and therefore Cal Am is unlikely to incur these expenses in this GRC 14

cycle.  Therefore, the Commission should remove these expenses for a reduction 15

of $9,232300, see Table 7-2.  Removing these equipment leases would result in a 16

total reduction of $24,447 for Cal Am’s TY 2024 rents budget. 17

294 SAP Accounts: 54140000, 54140011, 54140012, 54140013, 54140014, 54140015, 54140016. 
295 Results of Operations Workpapers (July 1, 2022), Workbook “ALL_CH04_O&M_RO”, Worksheet 
(tab) “OM Data Rec w-Trf-Elim WS3” cell N996 + N1704 + N6306 + N6660.  See Table 7-1 
296 Results of Operations Workpapers (July 1, 2022), Workbook “ALL_CH04_O&M_RO”, Worksheet 
(tab) “OM Data Rec w-Trf-Elim WS3” cell L996 
297 Results of Operations Workpapers (July 1, 2022), Workbook “ALL_CH04_O&M_RO”, Worksheet 
(tab) “OM Data Rec w-Trf-Elim WS3” cell M996 + M1704 + L6306 + M6660.  See Table 7-1 
298 Results of Operations Workpapers (July 1, 2022), “ALL_CH04_O&M_RO” tab “O&M Costs W-
Spec Adj WS7”, cell Q996 + Q1704 + Q6306 + Q6660.  See Table 7-1 
299 Results of Operations Workpapers (July 1, 2022), Workbook “ALL_CH04_O&M_RO”, Worksheet 
(tab) “OM Data Rec w-Trf-Elim WS3” cell 
N284+N637+N1699+N4885+N4886+N4887+N4888+N5949+N6657+N6658+N9137.  See Table 7-2. 
300 Results of Operations Workpapers (July 1, 2022), “ALL_CH04_O&M_RO” tab “O&M Costs W-
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Table 7-1: A&G Equipment Leases 

2017 2018 2019 2020 2021 TY 

2024 

Monterey

County District 

Rents – Equipment –A&G 14,846 11,057 19,458 5,691  13,627 

Monterey

Wastewater 

Rents – Equipment –A&G 226 173 101 61  151 

Geyserville Rents – Equipment –A&G 622 439 146   328 

Meadowbrook Rents – Equipment –A&G 1,054 1,321 1,111 674  1,109 

Total Rents – Equipment –A&G 20,093 15,009 23,670 6,426  15,215 

Table 7-2: Non A&G Equipment Leases 

2017 2018 2019 2020 2021 TY 
2024 

Cal Am 
Corporate

Rents – Equipment –Pumping  367    98 

San Diego 
County

Rents – Equipment –Source of Supply    86  22 

Monterey
Wastewater 

Rents – Equipment – Source of Supply (5,903) 42    (1,624) 

Sacramento Rents – Equipment – Source of Supply   384   101 

Sacramento Rents – Equipment –Pumping  5,918    1,579 

Sacramento Rents – Equipment –Water Treatment  4,443 6,637 2,789  3,642 

Sacramento Rents – Equipment – Transmission & 
Distribution

   214  55 

Dunnigan Rents – Equipment –Water Treatment 3,853 1,927 9,342 4,442  5,171 

Meadowbrook Rents – Equipment –Water Treatment 129     36 

Meadowbrook Rents – Equipment – Transmission & 
Distribution

462     128 

Hillview Rents – Equipment – Customer 
Accounting

   19  24 

Total  (1,749) 14,671 18,607 8,376  9,232 

Spec Adj WS7”, cell 
Q284+Q637+Q1699+Q4885+Q4886+Q4887+Q4888+Q5949+Q6657+Q6658+Q9137.  See Table 7-2. 
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IV. CONCLUSION1

The Commission should adopt a rents account forecast of $2,147,669 in TY 2024 2

(a reduction of $190,494 from Cal Am’s request).  This forecast removes the following 3

from Cal Am’s TY 2024 rents budget:  (1) expenses related to Cal Am’s proposed 4

headquarters relocation, which is a reduction of $166,047; and (2) expenses related to the 5

equipment leases discussed in this chapter, which is a reduction of $24,447.6



65

CHAPTER 8 MISCELLANEOUS A&G EXPENSES 1

I. INTRODUCTION2

Cal Am requests a TY 2024 budget of $10,717,096301 for Miscellaneous General 3

Expenses related to A&G (USOA Account # 799).302  Cal Am forecasts these expenses 4

based on a five-year (2017-2021) escalated average.303  However, a forecast based on a 5

five-year (2017-2021) escalated average is not reasonable for some of these costs because 6

(1) Cal Am’s recorded Corporate District Relocation Expenses include an outlier within 7

the 5-year period (2017); Cal Am’s Telephone A&G Expenses have decreased 8

consistently over this 5-year period.  These adjustments are discussed in further detail 9

below.10

II. SUMMARY OF RECOMMENDATIONS 11

The Commission should:12

Authorize $284,273 for Cal Am’s TY 2024 Telephone Admin & General 13

Expenses budget (a reduction of $527,154 from Cal Am’s request). 14

Authorize $42,383 for Cal Am’s TY 2024 Corporate Relocation Expenses 15

budget, using a four-year adjusted average (a reduction of 88,621 from Cal 16

Am’s request). 17

301 Results of Operations Workpapers (July 1, 2022), “ALL_CH04_O&M_RO” tab “O&M Costs W-
Spec Adj WS7”, column Q (column H filtered to include only NARUC Account 799). 
302 SAP Accounts: (52001600, 52501600, 52546016, 52550016, 52566016, 52571016, 52574016, 
52574116, 52574316, 52578016, and 55000016) are labeled as Admin & General. 
303 Owens Testimony at 27, lns. 20-22. 
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III. ANALYSIS 1

A. Telephone Admin & General Expenses 2
Cal Am requests a TY 2024 budget of $811,427 for Telephone-Admin & 3

General Expenses.  This budget decreased by 4.97%304 annually from 2017 to 4

2021 and 12.96%305 annually from 2018 to 2021.  Therefore, taking a simple five-5

year escalated average will result in overestimation.  Figure 8-1 below illustrates 6

Cal Am’s proposed average and the recorded telephone expenses trend line. 7

Figure 8-1: Telephone Expenses 

There has been a consistent reduction in A&G telephone expenses every 8

year since 2018, and the 2014-2017306 expenses were all substantially higher than 9

the $436,965 recorded in 2021.307  However, Cal Am forecasts an increase in 10

304 Results of Operations Workpapers (July 1, 2022), Workbook “ALL_CH04_O&M_RO”, Worksheet 
(tab) “OM Data Rec w-Trf-Elim WS3”, (Column G Filtered to include only “Telephone-Admin & 
General) Column J = 581,625 Column N = 436,965. ((Column N/Column J)-1)/5 = -4.97%. 
305 Results of Operations Workpapers (July 1, 2022), Workbook “ALL_CH04_O&M_RO”, Worksheet 
(tab) “OM Data Rec w-Trf-Elim WS3”, (Column G Filtered to include only “Telephone-Admin & 
General), Column J = 907,310 Column N = 436,965. ((Column N/Column J)-1)/4 = -12.96%. 
306 Results of Operations Workpapers, (July 1, 2019) (A.19-07-004), Workbook “ALL_CH_04_RO”, 
Worksheet (tab) “Worksheet (tab) “OM Data Rec w-Trf-Elim WS3” Columns J, K, L, M. 
307 Results of Operations Workpapers (July 1, 2022), “ALL_CH04_O&M_RO” tab “Worksheet (tab) 
“OM Data Rec w-Trf-Elim WS3”, Column N 
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A&G telephone costs for TY 2024.  Cal Am’s proposed A&G telephone cost of 1

$811,427 is higher than in all but one of the last five years (2018) and is 2

inconsistent with the prevailing downward trend of these costs.  A more accurate 3

forecast would follow the trend line of actual costs, using the standard linear 4

trendline equation, which yields a TY 2024 expense of $284,273.308 309 310  The 5

declining use of non-cellular telephones also supports this lower expense.311  Cell 6

phones are listed as a separate expense in Cal Am’s RO model.  Therefore, the 7

Commission should adopt $284,273 as the A&G telephone expense for TY 2024, 8

which is $527,154 less than Cal Am’s TY 2024 estimate of $811,427.9

B. Corporate District Relocation Expenses 10
While some year-to-year variance is expected, Cal Am’s 2017 recorded 11

Corporate District Relocation expense, $350,569,312 is an outlier as it is nearly two 12

standard deviations313 above the 2017-2021 mean and more than three times 13

greater than the expense of any other year in that period as shown below in Table 14

8-1. 15

308 Y = (MX+B) where m = the slope of the line (-$xx), x = each year (where the year 2017 is 1 and 2024 
is 8), and b = the constant value of $XX. Y = (-66997X + 820249) = (-66997*8 + 820249) = $284,273 
309 Trendline data confirmed using https://www.graphpad.com/quickcalcs/linear1/. 
310 See Attachment 3-7: Per-Service Connection Graphs. 
311 See Attachment 8-1: Telephone Expenses - Statista https://www.statista.com/chart/2072/landline-
phones-in-the-united-
states/#:~:text=Phone%20ownership%20in%20the%20U.S.&text=As%20smartphones%20have%20beco
me%20a,it's%20less%20than%2030%20percent.
312 Results of Operations Workpapers (July 1, 2022), Workbook “ALL_CH04_O&M_RO”, Worksheet 
(tab) “OM Data Rec w-Trf-Elim WS3”, Cell J187. 
313 95,143 (2017-2021 Mean) + 131,769 (Standard Deviation) = 226,912 + 131,769 = $358,681. 
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Table 8-1: Corporate District Relocation Expenses 

2017 2018 2019 2020 2021 Standard 
Deviation

2017-2021 
Escalated 
Average

2018-2021 
Escalated 
Average

350,569 6,952 26,251 91,870 73 131,769 131,004 42,383 

  Therefore, Corporate District relocation expenses should be calculated 1

using a four-year (2018-2021) rather than a five-year (2017-2021) average to 2

ensure that ratepayers are not unfairly burdened.  This yields a more reasonable 3

TY 2024 Corporate District relocation expense amount of $42,383 rather than the 4

$131,004314 requested by Cal Am.5

IV. CONCLUSION6

The Commission should reduce Cal Am’s TY 2024 Miscellaneous General A&G 7

Expenses (USOA Account #799) by $615,775 for a final budget of $10,101,321.  8

Therefore, the Commission should: 9

Adopt a budget of $284,273 for Cal Am’s TY 2024 Telephone Admin & 10

General Expenses315 (a reduction of $527,154 from Cal Am’s request).11

Adopt a budget of $42,383 for Cal Am’s TY 2024 Corporate District 12

Relocation Expenses (a reduction of $88,621 from Cal Am’s request).13

   

314 Results of Operations Workpapers (July 1, 2022), “ALL_CH04_O&M_RO” tab “O&M Costs W-
Spec Adj WS7”, Cell Q187. 
315 (SAP account 52574016) 
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CHAPTER 9 SPECIAL REQUEST #111

I. INTRODUCTION2

In Special Request #11, Cal Am requests a deviation from the Rate Case Plan for 3

amortizing rate case expenses.  Cal Am requests that its Regulatory Commission 4

Expenses316 be amortized over 27 months rather than 36.317  Cal Am also requests that 5

the Commission authorize recovery of these expenses for three months of the test year, 6

with the remainder recovered equally in the attrition and escalation years.318 This is 7

identical to Special Request #9 from the previous GRC,319 which was withdrawn,320 and 8

the third time321 a similar request has been made.3229

II. SUMMARY OF RECOMMENDATIONS 10

The Commission should reject Cal Am’s Special Request #11 because it is 11

inconsistent with the Rate Case Plan that allows for a single test year forecast of 12

expenses.32313

III. ANALYSIS 14

The annual budget for most expenses varies during the rate case cycle, hence the 15

use of a multi-year average to determine a test year expense.  Cal Am states that a single 16

316 Regulatory Commission Expenses are discussed in chapter 3. 
317 Direct Testimony of Jeffrey Linam at 72, lns. 19-20. 
318 Direct Testimony of Jeffrey Linam at 72, lns. 20-22. 
319 Direct Testimony of Jeffrey Linam, July 1, 2019, at 80, ln.4-7; in A.19-07-004. 
320 D.21-11-018 at 152.  
321 Direct Testimony of Jeffrey Linam, July 1, 2016, at 33, ln.4-7; in A.16-07-002. 
322 A.19-07-004; A.16-07-002. 
323 Decision 07-05-062, Re Revised Rate Case Plan for Class A Water Utilities, Appendix A, p. A-12. 
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annual budget for regulatory expenses, which include rate case expenses and consulting 1

expenses from “E-Source,” an outside consultant specializing in water-saving processes 2

and recommendations,324 is not appropriate because the annual amount incurred for these 3

expenses is inconsistent throughout the rate case cycle.  However, this could also be said 4

for most utility expenses, which is why the most common method used to determine a 5

Test Year expense is an inflation-adjusted average of a set number of years’ worth of 6

historical expenses.  Provided that the historical expenses are accurate and the inflation-7

adjusted average is calculated using a representative period, this process reasonably 8

estimates the expenses necessary to compensate a utility for variable expenses over the 9

Commission’s three-year GRC period. 10

Cal Am claims Special Request #11 is necessary325 to better match cost and 11

recovery of Regulatory Commission Expenses because very few rate case expenses are 12

incurred during the test year, and dividing those expenses over three months of TY 2024 13

with the remainder recovered equally between the Escalation and Attrition years would 14

better align costs and recovery.  Cal Am claims that if the authorized amount is spread 15

evenly across all three years, and the Escalation Year rate increase is reduced due to the 16

small amount of rate case expenses listed as earned in the Test Year,326 then expense in 17

the attrition year will have to be much greater than the authorized amount.18

Cal Am states: 19

“Financial statements should always attempt to match 20

costs and revenues as closely as possible.  If you are 21

recovering revenue in one period for coverage of expenses 22

that occur in another, you do at times have to defer the 23

revenue to match the expense occurrence.  This is time 24

324 Direct testimony of Jeffrey Linam at 73 lns.10-11. 
325 Direct testimony of Jeffrey Linam at 72 lns.25-27. 
326 Direct testimony of Jeffrey Linam at 75 lns.13-16. 
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consuming and creates extra work and explanation that can 1

easily be avoided by authorizing a delayed response as 2

requested above for ratemaking purposes.”3273

However, although the Rate Case Plan does specifically differentiate ratemaking 4

treatment for some expenses, such as escalation year labor expenses, and offset accounts, 5

such as balancing accounts,328 no such distinction is made for expenses, including rate 6

case expenses, with a single test year budget.  Therefore, Cal Advocates recommends 7

evenly recovering rate case expenses over the three-year rate case cycle.8

Cal Am requested special requests very similar to special request #11 in the two 9

previous GRCs as well as this one.  In the last GRC, Cal Am withdrew this special 10

request.329  In the GRC prior to that, the Assigned Commissioner excluded this special 11

request from the scope of the proceeding.330 Therefore, it is appropriate for the 12

Regulatory Commission Expenses to be spread out over a 3-year period rather than a 27-13

month period.  The Commission should not create an unnecessary distinction in 14

ratemaking budgets by approving special request #11. 15

IV. CONCLUSION16

The Commission should not approve Special Request #11.   17

327 Direct testimony of Jeffrey Linam at 74 ln19 – ln24. 
328 D.07-05-062, p. A-19 
329 D.21-11-018 at 152 (Special Request 9). 
330 Assigned Commissioner’s Scoping Memo and Ruling, Oct. 17, 2016, at 5 (Special Request 9); in 
A.16-07-002. 
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Attachment 1-1: Qualifications of Andrew 
Sweeney
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QUALIFICATIONS AND PREPARED TESTIMONY OF ANDREW SWEENEY 

Q1. Please state your name, business address, and position with the California Public 

Utilities Commission (“Commission”).

A1. My name is Andrew Sweeney, and my business address is 505 Van Ness Avenue, 

San Francisco, California 94102. I am a Public Utilities Regulatory Analyst II in 

the Water Branch of the Public Advocates Office.

Q2 By whom are you employed and in what capacity? 

A2.  I am currently employed by the California Public Utilities Commission Public 

Advocates Office as a Public Utilities Regulatory Analyst II in the Rates & 

Revenue Section. 

Q3. Please summarize your educational background and professional experience. 

A3. I graduated from the University of California San Diego with a Bachelor of 

Science in Environmental Systems and a Minor in Business. I later graduated from 

the Rady School of Management with a Masters of Finance. Before joining the 

Public Advocates Office, I worked as a corporate governance research associate 

for Glass Lewis & Co. and as an Accounting Clerk for several companies. In my 

time at the Public Advocates Office, I have analyzed bill arrearages for Class A 

water utilities. I have written testimony for East Pasadena Water Company and 

Warring Water Service’s proposed mergers with California-American Water and 

written the O&M report for San Jose Water Company’s TY2022 GRC and written 

the A&G report for California Water Company’s TY2023 GRC.

Q4. What is your responsibility in this proceeding? 

A4. Analyzing the utility’s Operations and Maintenance Expenses and writing 

testimony to present my analysis. 

Q5. Does this conclude your prepared direct testimony? 

A5. Yes, it does. 
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Attachment 1-2: Response to DR-
ASW 09 Q001 Attachment 1a. 
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Attachment 1-3: Response to DR-ASW 09 
Q001, Attachment 1b. 
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Attachment 1-4: Anusha Nagesh, Report and 
Recommendations on Operations and 
Maintenance and Administrative and 
General Expenses, Labor Expenses, 

Balancing and Memorandum Accounts and 
Special Requests #2, 3, and 13, at 48. See also 

Attachment 51. 
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Attachment 1-5: American Water 
Works Company Inc. 2022 Proxy 

Statement.
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Attachment 1-6: American Water Works 
Company Inc. 2018 Proxy Statement at 70. 
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Attachment 1-7: Additional Charts Related 
to Executive Compensation. 
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Base Salaries 

Utility CEO NEO

Average

CEO%

Difference

NEO%

Difference

California-American Water 994,616 479,644 0 0

Atmos Energy Corporation 900,077 429,918 10.50% 11.57% 

CMS Energy Corporation 1,050,000 543,000 -5.27% -11.67% 

Evergy Inc 980,769 549,866 1.41% -12.77% 

NiSource Inc. 1,025,000 525,313 -2.96% -8.69% 

Pinnacle West Capital Corporation 1,100,000 590,000 -9.58% -18.70% 

PPL Corporation 1,132,492 599,938 -12.17% -20.05% 

CEO Pay Ratio 

Utility 2021 

Consolidated

Total Assets 

CEO Base CEO Total 

comp

CEO

Total less 

pension

Median

Employee

Pay

Ratio

CEO

CEO Base 

Difference

CEO

Total

Difference

Cal-Am

(AM

Water)

26075 994,616 7,398,128 6,381,031 91,238 81 0.00% 0.00% 

Atmos

Energy

Corp.

19609 900,077 6,467,314 4,770,636 78,050 83 -9.51% -12.58% 

CMS

Energy

Corp.

28753 1,050,000 6,871,068 6,870,990 135,987 50.5 5.57% -7.12% 

Evergy Inc. 28521 980,769 11,138,082 11,138,08

2

90,649/

133,369 

10.82/

83.51

-1.39% 50.55% 

NiSource

Inc.

24157 1,025,000 9,535,782 9,535,782 124,663 76 3.05% 28.89% 

Pinnacle

West Cap 

22003 1,100,000 8,100,157 7,000,602 136,805 59 10.60% 9.49% 

PPL Corp 33223 1,132,492 11,356,481 8,995,389  77 13.86% 53.50% 
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NEO Pay Ratios 

Utility 2021 Consolidated

Total Assets

NEO

Avg

Base

NEO Avg

Total Comp

NEO Avg

less

pension

Median

Employee

Pay

Ratio

Neo

NEO Base

Difference

NEO Total

Difference

Cal Am (AM

Water)

26,075 479,644 1,839,683 1,613,069 91,238 20.16 0.00% 0.00%

Atmos

Energy

Corp.

19,609 429,918 1,666,440 1,612,310 78,050 21.35 10.37% 9.42%

CMS Energy

Corp.

28,753 543,000 2,131,976 2,131,976 135,987 15.68 13.21% 15.89%

Evergy Inc. 28,521 549,866 3,534,789 3,407,912 90,649/

133,369

6.07/

26.5

14.64% 92.14%

NiSource

Inc.

24,157 525,313 2,491,010 2,468,747 124,663 19.98 9.52% 35.40%

Pinnacle

West Cap

22,003 590,000 2,842,352 2,445,085 136,805 20.78 23.01% 54.50%

PPL Corp 33,223 59,9938 3,584,496 3,204,180 147,670 21.7 25.08% 94.84%

   CEO+NEO Base Salary Comparison 

2022 Proxy  Base Salary 2017 Proxy Base Salary % Increase 

Walter Lynch 994,616 Susan Story 876,923 13.42% 

Susan Hardwick 616,908 Linda Sullivan 482,915 27.75% 

Cheryl Norton 482,204 Walter Lynch 551,146 -12.51% 

Michael Sgro 489,804 Michael Sgro 396,985 23.38% 

Melanie Kennedy 412,478 Loyd Warnock 377,188 9.36% 

Adam Noble 396,826 
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Attachment 2-1: American Water Works 
Company Inc. 2021 Form 10K at 112. 
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Attachment 2-2: American Water Works 
Company Inc. Initial Public Offering of 

Common Stock at 119 
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Attachment 3-1: BLS Inflation Calculation 
June 2019 - June 2022 
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Attachment 3-2: Regulatory Commission 
Expenses per Connection 
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 Annualized 

Regulatory

Commission Expense 

Number of 

Connections

($) Cost per 

Connection

Annual % Change in ($) 

cost per Connection 

2018 1,060,753331 178,135332 5.95

2019 1,060,753 179,035 5.92 -0.5 

2020 1,060,753 182,797 5.80 -2.06 

2021 1,730,993333 187,705 9.22 58.92 

2022 1,730,993 193,014334 8.97 -2.75 

2023 1,730,993 193,816 8.93 -0.41 

2024 2,246,733335 195,317 11.50 28.80 

2025 2,246,733 196,513 11.43 -0.61 

2026 2,246,733 198,190 11.34 -0.85 

331 Results of Operations Workpapers (July 1, 2019), Workbook “ALL_CH04_O&M_WP_Reg Exp”, 
Worksheet (Tab) “Summary WS-01”, Cell H23 
332 Results of Operations Workpapers (July 1, 2022), “ALL_CH03_REV_RO_Sales-Customers”, tab 
“Proj Cust Calc WS-03” cells P502-S502. 
333 Results of Operations Workpapers (July 1, 2019), Workbook “ALL_CH04_O&M_WP_Reg Exp”, 
Worksheet (Tab) “Summary WS-01”, Cell D23 
334 Results of Operations Workpapers (July 1, 2022), “ALL_CH03_REV_RO_Sales-Customers”, tab 
“Proj Cust Calc WS-03” cells BM502-BQ502. 
335 Results of Operations Workpapers (July 1, 2022), Workbook “ALL_CH04_O&M_WP_Reg Exp”, 
Worksheet (Tab) “Summary WS-01”, Cell D23 
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Attachment 3-3: BLS Inflation Calculation 
2018 – 2021 Average 
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Attachment 3-4: BLS Inflation Calculation 
2018 – 2022 Average 
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Attachment 3-5: Cal Am 2021 Annual 
Report.



137



138



139

Attachment 3-6: Anusha Nagesh, Report and 
Recommendations on Operations and 
Maintenance and Administrative and 
General Expenses, Labor Expenses, 

Balancing and Memorandum Accounts and 
Special Requests #2, 3, and 13, at 16, Table 1-

4-Comparison of Regulatory Commission 
Expenses
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Attachment 3-7: Per-Service Connection 
Graphs
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Attachment 3-8: Additional Annual 
Reports
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Attachment 3-9: Cal Am’s Response to DR-
ASW 04, Q001a and 1b. at 4-6; Q001c at 5, 

Q001e at 6. 
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Attachment 3-10: DR ASW-005 Q002a at 
7-9; Attachment 5 
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Attachment 3-11: Response to DR-ASW 04 
Q001 Attachment 5. 
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Attachment 3-12: Cal Am’s Response to DR-
ASW 04, Q001, Attachment 4a/4b. 
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Attachment 3-13: DR ASW-005 Q002a at 
7-9; Q005 at 13-14, Attachment 6. 
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Attachment 4-1: Executive Order -N-7-22, 
issued on March 28, 2022; Proclamation of a 
State of Emergency, issued by Governor 
Newsom on October 19, 2021, at 1. 
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Attachment 4-2: “Instructions for 
Adjustment Requests” As of 2/2/2023. 
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Attachment 4-3: “How to Get a Refund on 
Your Water Bill If Your Faucet Leaks” As of 

2/2/2023.
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Attachment 4-4: Advice Letter 1173: Res. W-
4951
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Attachment 4-5: Advice Letter 1173 filed by 
Cal Am on July 27, 2017 
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Attachment 6-1: BLS Inflation Calculation, 
2021 to 2022 
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Attachment 7-1: Cal Am’s Response to Cal 
Advocates’ DR ASW-006, Q002.a. 
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Attachment 7-2: A.19-07-004. Direct 
Testimony of Stephen (Wes) Owens, July 1, 
2019, at 49, lns. 11, 17-18.
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Attachment 8-1: Telephone Expenses-Statista 
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