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CHAPTER 1 CONSTRUCTION WORK IN PROGRESS 1 

I. INTRODUCTION 2 

This chapter presents the California Public Advocates Office’s (Cal Advocates) 3 

analysis and recommendation to deny San Gabriel Valley Water Company’s (SGVWC) 4 

request to include its estimated Construction Work In Progress (CWIP) account balance 5 

in ratebase. SGVWC proposed including a forecasted balance of $34,657,300 yearly for 6 

the next three fiscal years from its CWIP into ratebase.1 Cal Advocates recommends the 7 

Commission deny this request and instead authorize Interest During Construction (IDC) 8 

for all capital projects as they are being completed.2  9 

CWIP is an account that includes the total balance of costs for utility plant projects 10 

under construction.3 The estimated balance SGVWC proposes to include in ratebase, by 11 

definition, reflects projects that will not provide any beneficial customer service during 12 

the time in which rates will be set in a proceeding.4 The Commission has previously 13 

authorized water utilities to include an estimated CWIP balance in ratebase as one way of 14 

recovering the capital financing costs of projects.5 Under California’s cost of service 15 

 
1 RO Model, tab P2 labelled as “Utility Plant & Depreciation”, forecasted SGVWC CWIP per fiscal year 
is the sum of all divisions’ CWIP at $34,657,300. Forecasted General Division CWIP per year at 
$680,700 found on line 29 columns BD, BK, and BR. Forecasted Los Angeles County (LA) Division 
CWIP per year at $21,386,400 found on line 109 columns BD, BK, and BR. Forecasted Fontana Water 
Company (FWC) Division CWIP per year at $12,590,200 found on line 362 columns BD, BK, and BR.  
2 Commission, Water Division, Uniform System of Accounts for Class A Water Utilities, Standard 
Practice U-38-W (hereinafter referred to as WD, USOA, SP U-38-W) at A53, Utility Plant Account 
Instructions, Section 5. Components of Construction Cost, “(17) ‘Interest during construction’ includes 
the net cost of borrowed funds used for construction purposes and a reasonable rate upon the utility’s own 
funds when so used … The period for which interest may be capitalized shall be limited to the period of 
construction. No interest charges shall be included in these accounts upon expenditures for construction 
projects which have been abandoned.”, https://www.cpuc.ca.gov/-/media/cpuc-website/divisions/water-
division/reports/standard-practice/sp-u-38-w.pdf. 
3 WD, USOA, SP U-38-W at A27, Balance Sheet Accounts, Section 1, Utility Plant, 100-3. 
CONSTRUCTION WORK IN PROGRESS, “This account shall include the total of the balances of work 
orders for utility plant in process of construction but not ready for service at the date of the balance 
sheet.” 
4 Id. 
5 Attachment 1.1: Policy for Including CWIP in Rate Base for Water Utilities. Hereinafter referred to as 
“1982 WD Memorandum”. 
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regulation, also known as rate of return regulation, ratebase is the sole source for which 1 

ratepayers are directly charged for shareholder profit.6 Therefore, when CWIP is allowed 2 

in ratebase, ratepayers are charged for utility profit before the plant is providing any 3 

beneficial service. This is contrary to traditional ratemaking, unlike what occurs in a 4 

competitive environment, and causes an unreasonable burden on ratepayers. Shareholders 5 

should only receive a reasonable profit once a project is completed and provides service. 6 

As well as ratepayers should not be charged for utility profit prior to having a completed 7 

project because it shifts some financial risk of project completion from shareholders to 8 

ratepayers. Ratepayers should only pay the full cost when projects are used and useful, 9 

including interest for construction and a reasonable profit on the full cost. Instead of 10 

including SGVWC’s forecasted CWIP in ratebase, the Commission should authorize IDC 11 

to accumulate on all projects under construction and be recovered from ratepayers when 12 

the project is complete or assumed to be complete and providing service.7 13 

II. SUMMARY OF RECOMMENDATIONS 14 

Cal Advocates recommends the following: 15 

• The Commission should deny SGVWC’s request to include its 16 
forecasted Construction Work In Progress (CWIP) account 17 
balance of $34,657,300 per year for the next three fiscal years in 18 
ratebase.8 19 

• The Commission should authorize a reasonable amount of 20 
Interest During Construction (IDC) in ratebase for authorized 21 
plant additions that are forecasted to be providing service over 22 

 
6 Ratebase, defined by the Commission, is “The value of property on which the utility is allowed to earn a 
specified rate of return, in accordance with rules set by the Commission”, 
https://www.cpuc.ca.gov/industries-and-topics/electrical-energy/electric-costs/historical-electric-cost-
data/rate-base. 
7 See Cal Advocates Report, Report on Capital Projects, Historic Rate Base, Utility Plant, Depreciation, 
and Rate Base, Chapter 11 for Cal Advocates’ recommended IDC rate of 0.35%. Hereinafter referred to 
as “Cal Advocates’ recommended IDC rate of 0.35%”. 
8 RO Model, tab P2 labelled “Utility Plant & Depreciation”, lines 29, 109, and 362, and columns BD, BK, 
and BR. Forecasted SGVWC CWIP per fiscal year at $34,657,300 is the sum of General, LA, and FWC 
Divisions’ CWIP. 



 

1-3 

the period in which rates are being established in this 1 
proceeding.9 2 

• For all projects, the Commission should authorize SGVWC to 3 
capitalize the actual interest costs used to finance projects during 4 
construction and request those costs in ratebase in a subsequent 5 
proceeding when the project is used and useful, meaning 6 
complete and providing service to ratepayers.  7 

III. ANALYSIS 8 

A. The Commission is a Substitute for Competition. 9 

The Commission has consistently held that in a closely regulated market, 10 

regulation substitutes for competition and the Commission acts as a substitute for the 11 

market.10 Because SGVWC is a monopoly investor-owned water utility, the Commission 12 

must act as a substitute for competition when evaluating SGVWC’s request to include its 13 

estimated Construction Work In Progress (CWIP) in ratebase.  14 

In a competitive environment, a business would never be able to collect profit on a 15 

capital investment until it is complete and capable of generating revenue. For example, a 16 

hotel under construction could not recognize profit while it is under construction because 17 

it is unable to serve customers. Only after the hotel is open and guests begin to pay for 18 

hotel services is it possible for the assets constructed to generate a profit. Similarly, it is 19 

unreasonable for SGVWC to collect shareholder profit on assets that are under 20 

construction and not yet providing service. Doing so results in unearned financial gain for 21 

SGVWC’s shareholders, an abuse of the water utility company’s monopoly position. As a 22 

substitute for competition, the Commission must prevent SGVWC from charging 23 

ratepayers the shareholder profit that would be unavailable in a competitive market, 24 

where assets are only capable of generating profit after completion and providing a 25 

service to customers.  26 

 
9 Cal Advocates’ recommended IDC rate of 0.35%. 
10 D.24-12-007 at 14 and D.10-10-035 at 27, “In a closely regulated market, regulation substitutes for 
competition and the regulator, acting as a substitute for the market, provides investors an opportunity to 
earn a fair and reasonable return for accepting the degree of risk presented by the regulated business.” 
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1. Ratepayers should not be charged for projects that 1 
will not provide service during the period for which 2 
rates are being established. 3 

In a closely regulated market, the Commission should require ratepayers to only 4 

pay for assets that provide service, known as the “used and useful” principle.11 The 5 

Commission has defined “used and useful” as “requir(ing) that utility property be actually 6 

in use and providing service in order to be included in the utility’s ratebase.”12 The 7 

Commission highlighted specifically that “(w)e have regularly applied this principle to 8 

exclude from ratebase any construction work in progress (CWIP), and have removed 9 

from ratebase plant which has ceased to be used and useful.”13 By including SGVWC’s 10 

CWIP in ratebase, the Commission has deviated from its traditionally applied “used and 11 

useful” principle, requiring ratepayers to pay shareholder profit for assets that are not 12 

providing service during the established rate period. 13 

In SGVWC’s past three General Rate Cases (GRC), from 2017-2025, the 14 

Commission has authorized recovery of CWIP from ratepayers for projects which were 15 

neither used nor useful. Since 2017, the Commission authorized SGVWC to include 16 

$170.55M of CWIP projects in ratebase, requiring ratepayers to pay $20.54M for assets 17 

that didn’t provide service during the respective GRC cycle.14 On average per fiscal year, 18 

the Commission authorized SGVWC to charge ratepayers $1.17M to Los Angeles 19 

County (LA) Division and $1.38M to Fontana Water Company (FWC) Division 20 

 
11 John A. Lesser, The Used and Useful Test: Implications for a Restructured Electric Industry, Vol. 23, 
Energy L. J., 352-363 (2002). 
12 D.84-09-089 at 23; and  
see also Duquesne Light Co. v. Barasch, 488 U.S. 299 (1989), which upheld a Pennsylvania statute that 
required investments to be “used and useful” saying that “to the extent that utilities’ investments turn out 
to be bad ones (such as plants that are cancelled and so never used and useful to the public), the utilities 
suffer because the investments have no fair value and so justify no return.” 
13 D.84-09-089 at 23. 
14 Attachment 1.2, Table 1: Actual CWIP Ratepayer Impact v. Proposed IDC Ratepayer Impact, FY 2017-
2025, at row “Total Ratepayer Impact for FY 2017-2025”; and  
Id. at row “Total Authorized CWIP in ratebase, FY 2017-2025”. 
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ratepayers.15 Whereas, if the Commission authorized Cal Advocates proposed Interest 1 

During Construction (IDC) instead of CWIP, theoretically ratepayers would have paid on 2 

average per fiscal year approximately $4.1K to the LA Division and $4.8K to the FWC 3 

Division ratepayers.16 The Commission should not authorize ratepayers to continue 4 

paying for assets without a benefit. Strictly adhering to the Commission’s traditionally 5 

applied “used and useful” principle will protect ratepayers from SGVWC exploiting its 6 

monopoly position. 7 

2. Ratepayers should not bear any financial risk of 8 
project completion. 9 

By including CWIP in ratebase, the Commission shifts some of the risk of project 10 

completion from shareholders to ratepayers. This happens because ratepayers pay a 11 

shareholder profit on an asset as if it were complete, despite the possibility of it never 12 

actually being completed. In a competitive market, businesses are incapable of shifting 13 

any investment risk on customers. Similarly, the Commission should find that it is 14 

reasonable for shareholders to bear the full risk of project completion. 15 

Since 2017, for the past eight fiscal years, the Commission has authorized 16 

SGVWC to shift $20.54M of financial risk of project completion on ratepayers.17 This 17 

shift reduces utility risk, in turn promulgating an incentive for SGVWC to draw out 18 

construction projects in pursuit of higher shareholder profit. Permitting shareholders to 19 

receive an unearned profit on construction projects is likely to lead to inefficient 20 

construction project management. Additionally, unreasonable increases in construction 21 

duration may create an intertemporal equity shift, where future customers benefit without 22 

contributing to the upfront costs of projects.18 In other words, current ratepayers who 23 

 
15 Attachment 1.2, Table 1: Actual CWIP Ratepayer Impact v. Proposed IDC Ratepayer Impact, FY 2017-
2025, at two cells indicating each divisions’ average FY ratepayer impact in column “SGVWC Actual 
CWIP”. 
16 Id, at two cells indicating each divisions’ average FY ratepayer impact in column “If Commission 
Authorized Cal Advocate’s Proposed IDC Recommendation”. 
17 Attachment 1.2, Table 1: Actual CWIP Ratepayer Impact v. Proposed IDC Ratepayer Impact, FY 2017-
2025, at row “Total Ratepayer Impact for FY 2017-2025” and column “SGVWC Actual CWIP”. 
18 Scholars at Harvard, “Decisions that have consequences in multiple time periods are intertemporal 
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don’t receive service during project construction overpay for assets. Since 2017, 1 

ratepayers have overpaid $20.54M for investments, where some projects may never have 2 

been completed.19 Since 2017, if the Commission authorized Cal Advocates 3 

recommended IDC after project completion instead of an estimated CWIP during 4 

construction, ratepayers would have paid approximately $71.9K for project construction, 5 

saving ratepayers approximately $20.4M.20 Authorizing IDC does not shift any burden, 6 

nor does it require overpaying for assets. 7 

Once an asset completes construction and provides service to ratepayers, it is 8 

reasonable to include project construction costs (including capitalized interest) in 9 

ratebase, allowing the utility to recover the full cost of projects and earn a reasonable 10 

return on the total costs of the project. The Commission, as a substitute for competition, 11 

should protect the ratepayer from bearing any financial risk of project completion and 12 

overpaying for reasonable investments. 13 

3. IDC is a reasonable alternative to adding CWIP in 14 
ratebase. 15 

The Commission has used different funding methods to compensate utilities for 16 

the financing costs of projects under construction. The traditional method of financing 17 

projects under construction is to allow the utility to recover the net cost of borrowed 18 

funds used for construction purposes and a reasonable rate upon the utility’s own funds 19 

when so used.21 This method is referred to as IDC. Similar to a competitive environment 20 

 
choices.” Since 2012, Harvard University Information Technology (HUIT) has offered the OpenScholar 
platform for members of the Harvard community to create websites, 
https://scholar.harvard.edu/files/laibson/files/intertemporal_choice.pdf. 
19 Attachment 1.2, Table 1: Actual CWIP Ratepayer Impact v. Proposed IDC Ratepayer Impact, FY 2017-
2025, at row “Total Ratepayer Impact for FY 2017-2025” and column “SGVWC Actual CWIP”. 
20 Attachment 1.2, Table 1: Actual CWIP Ratepayer Impact v. Proposed IDC Ratepayer Impact, FY 2017-
2025. Total savings calculated by subtracting total balance if Commission authorized Cal Advocates’ 
proposed IDC recommendation ($71,915.72) from total SGVWC Actual CWIP Ratepayer Impact 
($20,547,347.18). 
21 WD, USOA, SP U-38-W at A53, “‘Interest during construction’ includes the net cost of borrowed 
funds used for construction purposes and a reasonable rate upon the utility’s own funds when so 
used…The period for which interest may be capitalized shall be limited to the period of construction.” 
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where businesses cannot earn a profit unless an asset provides service, IDC ensures that 1 

ratepayers do not fund shareholder profit on projects that are still in the process of 2 

construction. IDC allows ratepayers to pay the full cost of construction without including 3 

a Return on Equity, and it aligns with US accounting standards for capitalized interest in 4 

investor-owned water utilities.22 5 

Applying Cal Advocates recommended IDC would save ratepayers millions while 6 

keeping SGVWC financially whole. If the Commission approves SGVWC’s CWIP 7 

request, ratepayers will be charged an estimated $11.4M for construction projects that do 8 

not provide service in the rate period covering this application, the next three fiscal 9 

years.23 SGVWC’s requested CWIP in ratebase would charge ratepayers an estimated 10 

fiscal year average of $2.38M to LA and $1.41M to FWC Division ratepayers.24 11 

Whereas, if the Commission denies SGVWC’s CWIP request and alternatively authorizes 12 

SGVWC to include IDC in ratebase, ratepayers will compensate SGVWC for the full 13 

interest cost during construction at a total proposed $39.9K, with an average fiscal year 14 

charge to ratepayers of $8.3K and $4.9K to the respective divisions.25 IDC is an equitable 15 

construction financing approach. 16 

At the time a project is completed and demonstrated to be reasonable, the 17 

Commission should authorize SGVWC to include in ratebase the actual cost of the 18 

project along with the actual interest cost of borrowed funds used to finance the project 19 

during construction. Thereafter, the Commission should permit SGVWC to request the 20 

full cost of completed projects in a subsequent proceeding. IDC would fairly compensate 21 

SGVWC for its actual financing interest costs, leave the risk of project completion with 22 

 
22 WD, USOA, SP U-38-W. 
23 Attachment 1.3, Table 1: Ratepayer Impact If SGVWC CWIP Request Approved v. Proposed IDC 
Ratepayer Impact, GRC 2026-2029, at row “Total Ratepayer Impact for GRC 2026-2029”. 
24 Id. at cells indicating each FY average ratepayer impact in column “If Commission Authorizes 
SGVWC’s Forecasted CWIP”. 
25 Attachment 1.3, Table 1: Ratepayer Impact If SGVWC CWIP Request Approved v. Proposed IDC 
Ratepayer Impact, GRC 2026-2029, at column “If Commission Authorizes Cal Advocate’s Proposed IDC 
Recommendation”. 
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shareholders, and simulate the market forces of a competitive environment. In this 1 

application, the Commission should authorize a reasonable amount of IDC in ratebase for 2 

authorized plant additions forecasted to provide service in this rate period.26  3 

B. Reasons for Including Construction Work In Progress in 4 
Ratebase No Longer Exist. 5 

For decades CWIP was prohibited from ratebase. However, the Federal Energy 6 

Regulatory Commission (FERC) and the Commission reversed course in the 1970-80s. In 7 

1978, FERC explained its altered practice of including CWIP into ratebase was to benefit 8 

ratepayers in aiding a utility’s financial hardship.27 In 1982, in part following suit with 9 

FERC, the Commission held that the disbenefits of including CWIP for Class A water 10 

utility construction projects were minimized due to short construction duration.28 Forty 11 

years later, water utility companies are in a drastically distinct regulatory environment. 12 

SGVWC’s construction duration and financial strength no longer require inclusion of 13 

CWIP in ratebase.   14 

1. SGVWC’s financing of lengthy construction 15 
projects creates ratepayer disbenefits. 16 

In 1982, a memorandum from staff of the Commission’s Water Division (WD) 17 

recommended including CWIP in ratebase for Class A water utilities because “(w)ater 18 

utility construction projects require on average about four months to complete.”29 The 19 

WD stated that water utility construction duration “is a considerably shorter period of 20 

time than comparable energy utilities.”30 The WD explained that “the perceived 21 

disbenefits of CWIP for ratepayers of (1) reduction of utility risk and thus management 22 

 
26 Cal Advocates recommended IDC rate of 0.35%. 
27 Attachment 1.4: 39 FR 225, 40787-40789 (1974) at 1, FERC, then known as the Federal Power 
Commission (FPC), stated “The Commission is proposing these changes in policies and procedures 
primarily to help alleviate the current financing problems being experienced by utility companies. The 
changes would enable companies to obtain current cash flow applicable to investments in construction 
work in progress instead of waiting until plant is placed in service before any cash flow is received.” 
28 Attachment 1.1: 1982 WD Memorandum. 
29 Id. at 1. 
30 Id. 
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efficiency, and (2) intertemporal equity shifts, are minimized for water utilities.”31 Forty 1 

years later, SGVWC’s construction durations have increased substantially and the 2 

disbenefits previously considered “perceived” have become a reality. 3 

SGVWC’s actual construction durations have radically changed from the 1982 4 

WD Memorandum assumptions. Since 2016, table 1-1 presents SGVWC’s construction 5 

times averaging 2 to 10 times longer than the four-month average used to justify WD’s 6 

recommendation. Table 1-1 compares monthly average construction duration of Class A 7 

water utility projects from the WD’s original recommendation to the past three SGVWC 8 

General Rate Case (GRC) average construction duration.  9 

Table 1-1: Average Water Utility Construction Duration Comparison in Months.32 10 

 11 

Because SGVWC’s construction projects now take much longer, the WD 12 

Memorandum’s basis for allowing CWIP in ratebase no longer exists. As mentioned in 13 

Chapter I, Section A.2, including CWIP in ratebase provides an incentive for SGVWC to 14 

prolong construction duration in pursuit of increased shareholder profit. Taken a step 15 

further, there is a profit motive to never complete projects because a completed project 16 

has a serviceable life that caps shareholder profit included in rates. In fact, from 2016-17 

2024, SGVWC cancelled 573 projects, some projects being requested and cancelled 18 

multiple times and other “cancelled projects” transferring to another project (some 19 

projects with multiple transfers).33 The Commission should find that including SGVWC’s 20 

 
31 Id. 
32 SGVWC response to DR ABR-002 (CWIP) excel sheets ABR-002 (CWIP 2016-2018) 
ATTACHMENT 1.a.xlsx, ABR-002 (CWIP 2019-2021) ATTACHMENT 1.b.xlsx, and ABR-002 (CWIP 
2022-2024) ATTACHMENT 1.c.xlsx. Hereinafter collectively referred to as “SGVWC response to DR 
ABR-002, excel sheets for CWIP from past three GRCs”; and Attachment 1.1: 1982 WD Memorandum  
at 2.  
33 SGVWC response to DR ABR-002, excel sheets for CWIP from past three GRCs; and see also email 

Construction Category  1982 WD 
Memorandum 

SGVWC Actual 
(2016-2024) 

Tanks & Reservoirs 6.2 14 
Transmission & Distribution Mains 3.9 5 
Treatment Facilities 8.3 22 
Wells 2.5 26 
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forecasted CWIP in ratebase disincentivizes project completion, thereby reducing 1 

management efficiency. 2 

Furthermore, as mentioned in Chapter I, Section A.2, SGVWC’s long construction 3 

duration causes intertemporal equity shifts, which are tradeoffs between present and 4 

future ratepayers.34 As projects are consistently lasting for more than a year, current 5 

ratepayers increasingly bear the financial risk of project completion while overpaying for 6 

assets. The more dramatic intertemporal equity shifts come from projects that are 7 

requested in multiple GRCs, where a ratepayer is continuously charged for CWIP on the 8 

same project in the process of construction. Since 2016, SGVWC requested 242 projects 9 

in multiple GRCs due to projects labelled as “still in progress”.35 Meanwhile a ratepayer 10 

who enters SGVWC’s service territory after a project is completed will pay for the base 11 

construction costs but not the financing during construction despite receiving all the 12 

benefits of the project. The Commission should deny SGVWC’s request to include CWIP 13 

in ratebase because it is inconsistent with the 1982 WD Memorandum rationale. 14 

2. SGVWC does not require the extraordinary 15 
financial protection of including CWIP in ratebase. 16 

In the 1970s, FERC reversed its policy on prohibiting the inclusion of CWIP in 17 

ratebase largely due to the US Energy Crisis, a time when US energy utilities were 18 

experiencing financing problems.36 FERC held that including CWIP was necessary to 19 

enable utilities to maintain its credit and attract capital.37 Otherwise, utilities with 20 

 
from Joel Reiker on Friday, 04/04/2025 at 9:35 am, “…our people could only confirm 573.” 
34 Scholars at Harvard, “Decisions that have consequences in multiple time periods are intertemporal 
choices.”, https://scholar.harvard.edu/files/laibson/files/intertemporal_choice.pdf. 
35 SGVWC response to DR ABR-002, excel sheets for CWIP from past three GRCs; and see also email 
from Joel Reiker on Friday, 04/04/2025 at 9:35 am, “… our people found 242 such projects”. 
36 Attachment 1.5: 41 FR 226, 51392-51396 (1976) at 3, “The FPC will also permit, in individual 
proceedings, inclusion of CWIP in rate base where the utility is in severe financial stress… we envision a 
situation in which the rate of return necessary to enable the utility to maintain its credit and attract capital 
in accordance with the standards of the Bluefield decision would be materially in excess of the cost of 
capital for otherwise similar utilities.” 
37 Id. 
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financing concerns would not be able to supply services at the lowest reasonable costs.38 1 

More than four decades later, the current federal regulation has maintained its original 2 

intent to aid a utility with financing performance issues.39 According to SGVWC’s 3 

profitability, the Commission should find that SGVWC does not require the financial 4 

benefits of including CWIP in ratebase. 5 

SGVWC is not a utility that is experiencing financing problems. From the last 6 

three GRCs, SGVWC emerged from both the COVID-19 pandemic and a simultaneous 7 

severe drought with strong profits, as a measure of Return on Equity (ROE).40 According 8 

to Harvard Business School, “Return on equity (ROE) is a financial ratio that indicates 9 

how efficiently a business generates profit from its shareholders’ equity. Put simply, it 10 

represents how much profit your company makes for every dollar invested by 11 

shareholders and the return those shareholders can expect.”41 Since 2017, table 1-2 12 

illustrates SGVWC has exceeded the Commission’s authorized ROE six out of eight 13 

years. Table 1-2 compares SGVWC’s actual ROE against the Commission’s authorized 14 

ROE. 15 

SGVWC’s robust financial performance and strong status does not require the 16 

extraordinary protection of including CWIP in ratebase. The Commission should deny 17 

 
38 Attachment 1.6: 48 FR 46012-46018 (1983) at 4, “This improvement in cash flow should result in 
higher interest coverage ratios and improve bond ratings. Utilities would then be in a better posture to 
pursue lowest cost generating strategies which will ultimately benefit the ratepayers when the new 
facilities go into service.”  
39 Attachment 1.7: 52 FR 123, 23948-23951 (1987) at 2, FPC limited including CWIP in ratebase only in 
three circumstances, where the first two cases are due to pollution control and oil/gas conversion, and the 
more pertinent instance of “Where the utility requesting CWIP was in severe financial distress which 
could not be alleviated in the absence of CWIP in rate base without materially increasing the cost of 
electricity to consumers.”; and Id. at 5, 18 CFR 35.25. Original language and 1983 amended language 
preserves limiting CWIP in ratebase to three instances: (1) pollution control, (2) fuel conversion, and (3) 
financial concerns, https://www.ecfr.gov/current/title-18/chapter-I/subchapter-B/part-35/subpart-
C/section-35.25. 
40 Attachment 1.8: Governor Newsome’s Executive Orders Terminating State of Emergencies, COVID-19 
pandemic (03/04/2020 – 02/28/2023) and a 3-year drought (10/19/2021 – 09/04/2024). 
41 Harvard Business School, How To Calculate Return on Equity (ROE) & Why It Matters, 
https://online.hbs.edu/blog/post/return-on-equity-formula. 
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SGVWC’s request to include CWIP in ratebase and instead allow Interest During 1 

Construction to accumulate and be recovered on capital projects. 2 

Table 1-2: Comparison of SGVWC Actual Profit to Authorized Profit,  3 
as a measure of ROE.42 4 

 5 

IV. CONCLUSION 6 

This Commission should deny SGVWC’s request to include a forecasted 7 

Construction Work In Progress (CWIP) account balance of $34,657,300 yearly for the 8 

next three fiscal years in ratebase. CWIP in ratebase is inconsistent with what occurs in a 9 

competitive environment, it conflicts with the Commission’s traditionally applied “used 10 

and useful” principle, and it results in ratepayers paying profit on assets that are not 11 

providing any beneficial service. The Commission, acting as a substitute for competition, 12 

should authorize a reasonable Interest During Construction (IDC) in ratebase for projects 13 

assumed to be complete during the period in which rates are being set in this proceeding 14 

and allow IDC to accumulate and be recovered at SGVWC’s actual borrowing cost along 15 

with all other project costs when projects are completed. Furthermore, justifications for 16 

allowing CWIP in ratebase, such as the Commission’s Water Division’s 1982 17 

Memorandum or the Federal Energy Regulatory Commission’s attempt to counteract 18 

utilities undergoing financial distress, are not applicable to SGVWC’s current situation. 19 

The Commission should deny SGVWC’s CWIP request. 20 

 
42 Attachment 1.9: SGVWC Actual Return on Equity v. Commission Authorized Return on Equity, 
SGVWC ROE calculated from Commission Water Division’s Annual Report. 

Annual Report 
Year 

SGVWC’s Actual 
Return on Equity 

Commission Authorized  
Return on Equity 

2017 10.8% 9.79% 
2018 13.2% 9.79% 
2019 11.2% 9.2% 
2020 11.7% 9.2% 
2021 11.0% 9.2% 
2022 9.9% 9.2% 
2023 8.8% 9.2% 
2024 8.7% 9.34% 
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During Construction Ratepayer Impact Tables, GRC 2026-2029 
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5 1-5 41 FR 226, 51392-51396 (1976) 

6 1-6 48 FR 46012-46018 (1983) 
7 1-7 52 FR 123, 23948-23951 (1987) and 18 CFR 35.25 Construction 

Work in Progress 
8 1-8 Governor Newsome’s Executive Orders Terminating State of 

Emergencies 

9 1-9 SGVWC Actual Return on Equity v. Commission Authorized 
Return on Equity 
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CHAPTER 2 BALANCING & MEMORANDUM ACCOUNTS 1 

I. INTRODUCTION 2 

This chapter presents the California Public Advocates Office’s (Cal Advocates) 3 

analysis and recommendations for San Gabriel Valley Water Company’s (SGVWC) 4 

Balancing and Memorandum Accounts (BAMA). BAMAs, when used appropriately, are 5 

surcharge accounts that the Commission allows in order to “protect utilities from the 6 

financial impact of substantial unforeseen expenses beyond the utilities’ management 7 

control.”43  8 

A balancing account (BA) tracks authorized expenses against recorded expenses.44 9 

The difference, whether positive or negative, allows the Commission for appropriate rate 10 

adjustment through ratepayer surcharges (utility recovery) and surcredits (utility 11 

refund).45 A memorandum account (MA) allows a utility to track costs arising from 12 

unforeseeable events of exceptional nature.46 In the rare and necessary instances, BAMAs 13 

can provide a reasonable alternative ratemaking mechanism that benefits utilities and 14 

ratepayers. However, these surcharges are becoming a significant and unanticipated 15 

burden for customers, allowing the utility to circumvent the traditional ratemaking 16 

 
43 D.03-06-072 at 7, “Because of the steep increase in fuel prices in the early 1970s, the Commission 
authorized ratemaking adjustment mechanisms to protect utilities from the financial impact of substantial 
unforeseen expenses beyond the utilities’ management and control.” 
44 Commission, Utility Audits, Risk and Compliance Division, Utility Audits Branch, Standard Practice 
Manual Standard Practice U-27-W (hereinafter referred to as WD, USOA, SP U-27-W) at 5, “The 
primary purpose of a balancing account is to ensure that a utility recovers its CPUC-authorized revenue 
requirement from ratepayers for a given program or function, but not more or less. Balancing accounts 
track the actual costs and the related revenues the utilities collect from ratepayers for specified activities. 
The difference, whether positive or negative, will be considered by CPUC for appropriate adjustment or 
other action at the time of any subsequent rate adjustment”, https://www.cpuc.ca.gov/-/media/cpuc-
website/divisions/utility-audits--risk--and-compliance-division/documents/2023-12-26_uab-standard-
practice-manual_updated_clean.pdf 
45 Id. 
46 WD, USOA, SP U-27-W at 6, “In order to qualify for memo account treatment, the costs must be due 
to events of an exceptional nature that: (a) are not under the utility's control, (b) could not have been 
reasonably foreseen in the utility's last general rate case, (c) that will occur before the utility's next 
scheduled rate case, (d) are of a substantial nature in that the amount of money involved is worth the 
effort of processing a memo account and (e) have ratepayer benefits.”, 
https://docs.cpuc.ca.gov/PublishedDocs/Published/G000/M090/K002/90002198.PDF 
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process.47 The proliferation of surcharge accounts has become a profitable source of 1 

ratemaking.48 Because the Commission does not verify whether recovery of these 2 

surcharges would result in a utility exceeding its authorized Return on Equity (ROE), 3 

BAMAs reduce ratepayer transparency and reduces a utility’s incentive to responsibly 4 

manage its expenses.  5 

The Commission has authorized SGVWC to track costs in 37 BAMAs with a total 6 

balance of $19.72M.49 In its last General Rate Case (GRC), A.22-01-003, SGVWC 7 

amortized $2.46M from BAMAs in its Los Angeles County Division amounting to a 8 

$0.2205 per Ccf surcharge on a customer’s bill for 36 months.50 Additionally, SGVWC 9 

amortized $2.84M from BAMAs in its Fontana Water Company Division with a 10 

surcharge on customers’ bill of $0.2104 per Ccf for 12 months.51 Although SGVWC is 11 

not requesting to amortize any of its surcharge accounts in this GRC, the delay in the last 12 

GRC’s decision has caused these accounts to be amortized outside the traditional 13 

ratemaking cycle. As a result, BAMAs continue to impose significant bill impacts on 14 

customers without being reflected in base rate increases, reducing transparency for 15 

ratepayers.  16 

 
47 Attachment 2.1: Proliferation of Class A Investor-Owned Water Utilities Surcharge Accounts, 
https://www.publicadvocates.cpuc.ca.gov/-/media/cal-advocates-website/files/press-room/reports-and-
analyses/230608-cal-advocates-surcharge-account-reform-white-paper.pdf. 
48 Id. 
49 SGVWC Exhibit SG-12 (Navarro) at Attachment A, as of June 2024, a total overcollection of 
$19,723,215 from all BAMAs. 
50 D.24-03-005 at 22, 5.53.1. Resolution for Los Angeles County Division. In addition, SGVWC did 
provide a 36-month fixed surcredit at $4.45 a month per customer, negligible compared to the surcharge. 
51 D.24-03-005 at 23, 5.53.2. Resolution for Fontana Water Company Division. In addition, SGVWC did 
provide a 12-month fixed surcredit at $6.48 a month per customer, negligible compared to the surcharge. 



 

2-3 

II. SUMMARY OF RECOMMENDATIONS 1 

The Commission should adopt the following recommendations:52 2 

• Los Angeles County (LA) Division 3 

o Catastrophic Event Memorandum Account-Covid 19 (CEMA) – 4 
deactivate account, transfer remaining balance of $64,341 to LA 5 
Division’s Previously Authorized Balances Balancing Account 6 
(PABBA) and the preliminary statement should remain in the 7 
tariff book.  8 

o Water Conservation Memorandum Account (WCMA) – close 9 
account, transfer the remaining balance of $40,358 to LA 10 
Division’s PABBA, and remove from its tariff book. 11 

o PABBA – after transferring LA Division’s CEMA and WCMA 12 
account balances, amortize total balance of $99,428, and the 13 
preliminary statement should remain in the tariff book.53 14 

o Conservation Program Balancing Account (CPBA) – approve 15 
SGVWC’s request to refund any over-collected balance that 16 
exists as of June 30, 2026, by Tier 2 advice letter. 17 

 18 
• Fontana Water Company (FWC) Division 19 

o CEMA – deactivate account, transfer remaining balance of 20 
$52,654 to FWC Division’s PABBA, and the preliminary 21 
statement should remain in the tariff book. 22 

o WCMA – close account, transfer remaining balance of $29,515 23 
to FWC Division’s PABBA, and remove from its tariff book. 24 

o PABBA – after transferring FWC Division’s CEMA and 25 
WCMA account balances, amortize total balance of $123,855, 26 
and the preliminary statement should remain in the tariff book.54 27 

 
52 All account balances can be found in the respective excel sheet from SGVWC’s response to DR ABR-
001 (BAMA), Excel files saved in the folder \ABR-001 ATTACHMENT 1b.zip, excel sheets labelled, 
“LAC CEMA-Covid 19 Memo”, “LAC Water Conservation Memo”, “LAC PABBA Balancing”, “FWC 
CEMA-Covid 19 Memo”, “FWC Water Conservation Memo”, “FWC PABBA Balancing”, “Payment 
Options Memo Account”, and “FWC Land Parcels Memo”. 
53 Total LA Division PABBA Balance after transfers ($64,341 + $40,358 - $5,271) at $99,428. As of 
December 2024, the PABBA account has a total over collection balance of $5,271. 
54 Total FWC Division PABBA balance after transfers ($52,654 + $29,515 + $41,686) at $123,855. As of 
December 2024, the PABBA account has a total balance of $41,686.  
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o Payment Options Memorandum Account (POMA) – close 1 
account without amortizing, do not transfer balance of $44,174, 2 
and remove from its tariff book. 3 

o CPBA – approve SGVWC’s request to promptly refund any 4 
over-collected balance that exists as of June 30, 2026, by Tier 2 5 
advice letter. 6 

o Land Parcels #215 and #221 Memorandum Account – close 7 
account, future recovery should be allowed when the respective 8 
land parcel is “used and “useful”, and the cost for future 9 
recovery should be limited to the following: $162,616 cost 10 
recovery for Land Parcel #215 and $385,996 cost recovery for 11 
Land Parcel #221. 12 

III. ANALYSIS 13 

A. SGVWC Indicated Closing and Deactivating Five 14 
Memorandum Accounts. 15 

SGVWC indicated and confirmed that it will transfer balances and close or 16 

deactivate five memorandum accounts (MA). SGVWC determined that both Los Angeles 17 

County (LA) and Fontana Water Company (FWC) Divisions will deactivate and transfer 18 

its respective Catastrophic Event Memorandum Accounts (CEMA) to the respective 19 

Previously Authorized Balances Balancing Accounts (PABBA) in each division.55 20 

Additionally, SGVWC declared it will close, transfer to the respective PABBA in each 21 

division, and remove from its tariff book its Water Conservation Memorandum Accounts 22 

 
55 SGVWC Exhibit SG-(Navarro) at 6, “As part of Special Request No. 3, San 1 Gabriel requests 
authority to inactivate the CEMAs and transfer the balances to the respective Previously Authorized 
Balances Balancing Account (“PABBA”) in each division.”;  
SGVWC’s response to DR ABR-004 (BAMAs), response to question 1, “The WCMAs and POMAs will 
be closed and their preliminary statements will be removed from the tariff book. The CEMA has been 
deactivated since there is not currently an emergency, but its preliminary statement will remain in the 
tariff book pursuant to Resolution E-3238 (it’s balance will remain $0 unless/until there is another 
emergency), at which time San Gabriel is required to notify the CPUC’s Executive Director if the 
Company intends to re-activate the memo account in response to a future emergency.” (hereinafter 
referred to as SGVWC’s response to DR ABR-004 (BAMAs)); and  
Resolution W-5043 at 8, Ordering Paragraph 4, “San Gabriel Valley Water Company’s proposal to 
establish two Previously Authorized Balances Balancing Accounts (PABBAs) to record unamortized 
balances transferred from other balancing and memorandum accounts that the Commission has previously 
approved for amortization is approved.” 
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(WCMA).56 Lastly, SGVWC stated that it will close, transfer to the respective PABBA in 1 

each division, and remove the General Division’s Payment Options Memorandum 2 

Account (POMA).57 The Commission should authorize closing and deactivating 3 

SGVWC’s two CEMAs, two WCMAs, and its POMA from the respective divisions. 4 

SGVWC should only transfer balances from its CEMAs and WCMAs to their 5 

respective PABBA accounts. The Commission has provided explicit BAMA amortization 6 

directives for Class A water utilities. Class A water utilities shall amortize BAMAs in 7 

two instances, part of a General Rate Case (GRC) or through an advice letter when the 8 

account’s over or under collection exceeds the utility’s 2% annual revenue.58 Moreover, 9 

the Commission requires utilities to promptly file advice letters and a utility which does 10 

not request recovery for an under collection that is over three years old forfeits its ability 11 

to recover an account’s balance.59 In 2015, the Commission authorized SGVWC’s 12 

POMA and required review of the account in the next GRC.60 In June of 2016, SGVWC 13 

inputted its last POMA entry.61 Nearly a decade, POMA has only accrued interest for the 14 

 
56 SGVWC Exhibit SG-12 (Navarro) at 8, “As part of Special Request No. 3, San Gabriel requests 
authority to close the WCMAs and transfer these relatively low balances to the respective PABBA in each 
division.”; and SGVWC’s response to DR ABR-004 (BAMAs)). 
57 SGVWC’s Exhibit SG-12 (Navarro) at 11, “As part of Special Request No. 3, San Gabriel requests 
authority to transfer the balance in the POMA for the General division to the PABBAs in the L.A. County 
and Fontana Water Company divisions.”; and SGVWC’s response to DR ABR-004 (BAMAs)). 
58 WD, USOA, SP U-27-W at 10, “Reserve account amortization for Class A utilities will be part of the 
General Rate Case or may be by advice letter when the account over or under collection exceeds 2%, at 
the utility’s option.”, 
https://docs.cpuc.ca.gov/PublishedDocs/Published/G000/M090/K002/90002198.PDF. 
59 General Order 96-B, Industry Rule 9. Procedures for Specific Types of Advice Letters, 8.5 Balancing 
Account Amortization (see Industry Rule 7.3.1(1)), “A Utility shall promptly file an advice letter seeking 
to amortize an over- or under-collected balancing account when the balance exceeds two percent of the 
most recent annual report revenue for the Utility (or district of the Utility). An over-collection shall be 
refunded as soon as possible by crediting the service charge. An under-collection shall be recovered 
within one year by a surcharge on the service charge or commodity charge, as appropriate (see Standard 
Practice U-15-W). A Utility may not request recovery for an under-collection that is over three years old.” 
60 Resolution W-5023 at 8, Ordering Paragraph 3, “Any net balance in the memorandum account 
established in Ordering Paragraph 2 above shall be reviewed in San Gabriel Valley Water Company’s 
next general rate case.”, referring to the 2017-2020 GRC. 
61 SGVWC’s response to DR ABR-001 (BAMA), Excel files saved in the folder \ABR-001 
ATTACHMENT 1b.zip., excel sheet labelled “Payment Options Memo Account.”  
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past three GRCs, totaling $7,426.81 of interest. Because SGVWC did not amortize within 1 

three years, either through a GRC or an advice letter, SGVWC has forfeited its ability to 2 

recoup costs in its POMA. The Commission should deny SGVWC’s request to transfer 3 

the balance of its POMA. Rather, the Commission should require SGVWC to close its 4 

POMA without amortization and remove the account from its tariff book. 5 

For each division, SGVWC should amortize its PABBAs. To prevent the PABBAs 6 

from accruing interest, SGVWC is required to amortize the PABBAs in both the LA and 7 

FWC Divisions in every GRC. SGVWC should amortize $99,428 from its LA Division 8 

PABBA and $123,855 from its FWC Division PABBA.62 Because the PABBA is an 9 

account that is used to consolidate other BAMAs, SGVWC’s PABBAs in both divisions 10 

should remain on its tariff books. 11 

The Commission should require SGVWC to close and deactivate, transfer 12 

balances, remove from tariff books, and amortize the aforementioned BAMAs.  13 

B. It is Reasonable to Amortize SGVWC’s Conservation 14 
Program Balancing Accounts by Tier 2 Advice Letter. 15 

As part of Special Request No. 3, SGVWC requests a review of their Conservation 16 

Program Balancing Accounts (CPBA) in each division.63 Moreover, SGVWC requests 17 

authority to refund CPBAs’ over-collected balances at the end of the current GRC cycle, 18 

June 30, 2026, by Tier 2 advice letter.64 Cal Advocates review of SGVWC’s CPBAs for 19 

both LA and FWC divisions and its request to amortize via a Tier 2 Advice Letter the 20 

balance of these accounts as of June 30, 2026, to bring the account balance to zero, is 21 

reasonable. The Commission should require SGVWC to file the Tier 2 Advice Letter as 22 

soon as reasonably possible.  23 

 
62 As of December 2024, after transferring SGVWC’s WCMAs and CEMAs, total balance for LA 
Division PABBA at $99,428 and total balance for FWC Division PABBA at $123,855. 
63 SGVWC Exhibit SG-12 (Navarro) at 10-11.  
64 Id. 
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C. The Land Parcels #215 and #221 Memorandum Account 1 
Should Be Closed Because, After Purchasing The Land 2 
Parcels Twenty Years Ago, SGVWC Identified Both Land 3 
Parcels as “Not Yet Being Used”. 4 

After purchasing two land parcels in 2003 and 2004, SGVWC has declared “Land 5 

parcels 215 and 221 are not yet being used.”65 In 2009, the Commission authorized 6 

SGVWC to establish the Land Parcels #215 and #221 Memorandum Account for the 7 

purchased land parcels, providing SGVWC recovery if used as planned.66 Since 8 

establishing the MA, SGVWC has not tracked any costs for land parcel improvement. 9 

The balance in the Land Parcels MA consists of only the original recorded cost and 10 

interest, totaling $118,755 of interest.67 Though SGVWC has indicated that the purpose 11 

of the MA is for investment for future use, the Commission has already found that Plant 12 

Held for Future Use (PHFU) is inappropriate for the Land Parcels MA.68 Because 13 

SGVWC has not used the land parcels, not included investment costs associated with 14 

lands (other than interest), not demonstrated definite plans for land use, and not indicated 15 

definite dates for such use, the Commission should require SGVWC to close its Land 16 

Parcels MA. 17 

 
65 Decision 09-06-027 at 32, referring to Land Parcel #215, “The land was purchased in 2003 at a 
recorded cost of $162,079.”; Id. at 36, referring to Land Parcel #221, “The land was purchased in 2004… 
The recorded cost is $382,694.”; and  
SGVWC Exhibit SG-12 (Navaro) at 7, “Land parcels 215 and 221 are not yet being used.”. Hereinafter 
Land Parcels #215 and #221 Memorandum Account referred to as Land Parcels MA. 
66 Decision 09-06-027 at 113, Ordering Paragraph 10, “San Gabriel Valley Water Company is authorized 
to establish a memorandum account for Land Parcel Nos. 215 and 221 that will list the costs incurred or 
associated with holding the property for future use. If the properties are ultimately used as planned, San 
Gabriel Valley Water Company may request recovery of such costs.” 
67 SGVWC’s response to DR ABR-001 (BAMA), Excel files saved in the folder \ABR-001 
ATTACHMENT 1b.zip., excel sheet labelled “FWC Land Parcels Memo” indicates a balance as of 
December 2024 at $663,528 (hereinafter referred to as Land Parcels MA excel sheet). $663,528 - 
$162,079 (#215) - $382,694 (#221) = $118,755.  
68 SGVWC Exhibit SG-12 (Navarro) at 7, “The purpose of the Land Parcels 215 and 221 Memorandum 
Account is to track the investment in land parcels #215 and #221 being held for future use.”; and 
Decision 09-06-027 at 34, “In this case, while SGV asserts it has a definite plan, the date is uncertain due 
to the uncertainty as to when customer growth will resume to a level that would require the expansion of 
Plant F53. Therefore, treatment as PHFU is inappropriate.” 
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In 2003, SGVWC purchased Land Parcel #215 (#215), which does not currently, 1 

nor plans to in the near future, provide service to ratepayers. Over twenty years ago, 2 

SGVWC held that #215 was purchased to improve Plant F53.69 In 2009, SGVWC 3 

indicated that construction of projects would be included “no later than 2010.”70 4 

Furthermore, in 2009, SGVWC asserted that the forecasted growth for Plant 53 was not 5 

expected until 2014.”71 Fifteen years after SGVWC indicated a deadline, #215 has sat 6 

idly collecting interest and SGVWC has not demonstrated a need to address growth. 7 

Since its purchase over two decades ago, #215 has not yet been used with no definite 8 

plans of use. The Commission should require SGVWC to stop tracking costs, which have 9 

been mainly interest, for #215. 10 

In 2004, SGVWC purchased Land Parcel #221 (#221) which does not currently, 11 

nor plans to in the near future, provide service to ratepayers. Over twenty years ago, 12 

SGVWC held that purchasing #221 was for projects at Plant F51, initially requested in 13 

2003. 72 In 2009, the Commission authorized the MA for the project expecting to be 14 

requested by at least July 2014.73 Ten years after SGVWC indicated a deadline, #221 has 15 

sat idly collecting interest with no definite plans of use. The Commission should require 16 

SGVWC to stop tracking costs, which have been mainly interest, for #221. 17 

 
69 Decision 09-06-027 at 32, section 20. Reasonableness Review-Job No. 4822-Plant-F53 Acquisition of 
Land Parcel No. 215, #215 was purchased to construct a reservoir and booster station at Plant F53. 
70 Id. at 33, SGVWC stated that it “planned to build the improvements at Plant F53 in 2010,” and 
confirmed, “that the Master Plan includes construction of Plant F53 no later than 2010.” 
71 Id., regarding the Plant 53 improvement, SGVWC forecasted that “(s)uch growth will not occur during 
this GRC cycle, and may not occur in the next GRC cycle” where SGVWC was alluding to the 2011-
2014 GRC cycle, prior to the Rate Case Plan consolidation. 
72 Id. at 36, section 22. Reasonableness Review-Job No. 4895-Plant F51 Acquisition of Land Parcel No. 
221, purchasing #221 was for construction of three wells, a reservoir and a booster station for plant 51. In 
addition, Cal Advocates (formerly Division of Ratepayer Advocates) “point[ed] out that the project for 
this parcel, Plant F51, was proposed in the last two GRCs, but has been delayed until SGV decides to 
pursue the California Environmental Quality Act (CEQA) process.” The previous two GRCs refers to 
GRC 2003-2006 and GRC 2006-2009. 
73 Id. at 37, the Commission established the Land Parcels MA. SGVWC explained that “the project 
remains part of its plans to improve its water system and it plans to include the project in its next GRC.”, 
referring to the next expected FWC Division GRC 2011-2014, prior to the Rate Case Plan consolidation. 
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SGVWC does not satisfy the criteria for which the Commission established and 1 

authorized its Land Parcels MA. After twenty years, SGVWC has not demonstrated the 2 

use of either #215 or #221 as was originally planned when the Commission authorized 3 

the MA. The Commission should require SGVWC to close its Land Parcels MA. 4 

1. SGVWC should recover costs once a land parcel is 5 
used and useful and future costs should be limited. 6 

The Commission holds that SGVWC may request recovery costs if the property is 7 

ultimately used as planned.74 The Commission should permit SGVWC to recover future 8 

costs on Land Parcels MA once #215 or #221 is used and useful, meaning a project is 9 

completed on the land parcel and providing service.75 10 

Once the Commission authorizes recovery, the Commission should limit recovery 11 

to the cost of the land parcel and all other costs associated with the land parcel up to the 12 

original expectation. At the time the MA was established SGVWC explicitly provided 13 

dates for land use. Because #215 was expected to include construction no later than 2010, 14 

it is reasonable for SGVWC to recover the recorded cost of #215 and all other associated 15 

costs prior to January 2011.76 Similarly, because #221 was expected to include a project 16 

by 2014, the Commission should find that it is reasonable for SGVWC to recover for the 17 

recorded cost of #221 and all other associated costs prior to July 2014.77 When a land 18 

parcel becomes used and useful, and the Commission authorizes SGVWC to recover 19 

 
74 D. 09-06-027 at 117, Ordering Paragraph 10, “If the properties are ultimately used as planned, San 
Gabriel Valley Water Company may request recovery of such costs.” 
75 D.84-09-089, at 23, the Commission has defined “Used and Useful” as “requir(ing) that utility property 
be actually in use and providing service in order to be included in the utility’s ratebase.” 
76 D. 09-06-027 at 33, SGVWC stated that “the Master Plan includes construction of Plant F53 no later 
than 2010.”; and Land Parcels MA excel sheet, adding up the total interest up to F30, December 2010: 
$162,079 (recorded cost) + $537 (interest) = $162,616. 
77 D. 09-06-027 at 33, regarding the Plant 53 improvement, SGVWC forecasted that “(s)uch growth will 
not occur during this GRC cycle, and may not occur in the next GRC cycle” alluding to the expected 
FWC Division GRC 2011-2014, prior to LA and FWC Division consolidation for joint filing since 2013 
as required by the Rate Case Plan.; and Land Parcels MA excel sheet adding up the total interest on 
column J72, June 2014: $382,694 (recorded cost) + $3,302 (interest) = $385,996. 
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costs, recovery costs should be limited accordingly: #215 recovery cost limited to 1 

$162,616 and #221 recovery cost limited to $385,996. 2 

The Commission should require SGVWC to stop tracking costs and close the Land 3 

Parcels MA, permit SGVWC to request recovery at the time #215 or #221 becomes used 4 

and useful, and the recovery cost of each land parcel should only include recorded 5 

purchase price with the appropriate limited interest. 6 

IV. CONCLUSION 7 

The Commission should require SGVWC to close and deactivate six 8 

memorandum accounts and limit the transfer and recovery accordingly. Specifically, the 9 

Commission should authorize SGVWC to close its respective divisions’ Water 10 

Conservation Memorandum Accounts (WCMA), Payment Options Memorandum 11 

Account (POMA), and Land Parcel’s #215 and #221 Memorandum Account (Land 12 

Parcels MA), and deactivate its Catastrophic Event Memorandum Accounts (CEMA). 13 

The Commission should transfer the remaining balances from SGVWC’s WCMAs and 14 

CEMAs to the respective Previous Balance Balancing Accounts (PABBA) and deny 15 

transferring its POMA balance. The Commission should require SGVWC to amortize its 16 

PABBAs after account balances have been transferred. The Commission should approve 17 

SGVWC’s request to amortize its Conservation Program Balancing Accounts in each 18 

division at the end of the current GRC cycle by Tier 2 advice letter. Lastly, the 19 

Commission should authorize recovery of SGVWC’s Land Parcels MA once a land 20 

parcel is used and useful, and limit its recovery according to the original expectations.  21 

  22 
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QUALIFICATIONS AND PREPARED TESTIMONY  1 
OF 2 

ANDREW B. RUBANG 3 
 4 
Q.1  Please state your name and address.  5 

A.1  My name is Andrew B. Rubang and my business address is 505 Van Ness Avenue, 6 

San Francisco, CA 94102.  7 

 8 

Q.2  By whom are you employed and what is your job title?  9 

A.2  I am a Public Utilities Regulatory Analyst V employed by the Public Advocates 10 

Office. 11 

 12 

Q.3  Please describe your educational and professional experience. 13 

A.3  I received a Juris Doctor in 2022 from the University of California, College of the 14 

Law, San Francisco, a Master of Public Administration in 2017 from the 15 

University of San Francisco, and a Bachelor of Science in Biological Sciences in 16 

2005 from the University of California, Irvine. Prior to working with the Public 17 

Advocates Office, I was a Public Utilities Regulatory Analyst III for a year and a 18 

half with the CA Public Utilities Commission as a staff for the External Affairs 19 

Division. Before the Commission, I was a Senior Water Treatment Operator for 20 

over eight years with East Bay Municipal Utility District.  21 

 22 

Q.4  What is your area of responsibility in this proceeding?  23 

A.4  In this proceeding I prepared analysis and testimony addressing San Gabriel 24 

Valley Water Company’s proposal for its Construction Work In Progress account 25 

and its Balancing & Memorandum Accounts.  26 

 27 

Q.5  Does that complete your prepared testimony?  28 

A.5 Yes. 29 
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Work in Progress 
8 1-8 Governor Newsome’s Executive Orders Terminating State of 

Emergencies 

9 1-9 SGVWC Actual Return on Equity v. Commission Authorized 
Return on Equity 
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Attachment 1.1: 1982 WD Memorandum, Page 1  
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Attachment 1.1: 1982 WD Memorandum, Page 2
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Attachment 1.2, Table 1: Actual CWIP Ratepayer Impact v. Proposed IDC 
Ratepayer Impact, FY 2017-20251 
 SGVWC 

Actual CWIP 
If Commission Authorized 
Cal Advocate’s Proposed 

IDC Recommendation 
Total Ratepayer Impact for FY 2017-2025 $20,547,347.18 $71,915.72 
Average FY LA Div. Ratepayer Impact $1,178,499.67 $4,124.75 
Average FY FWC Div. CWIP Ratepayer Impact $1,389,918.73 $4,864.72 

 
Attachment 1.2, Table 2: Commission Authorized CWIP, FY 2017-20252 

Fiscal 
Year  

Authorized 
CWIP for 

LA 
Division 

 
 
 

(t) 

Authorized 
CWIP for 

FWC 
Division 

 
 
 

(u) 

Authorized 
CWIP for 
General 
Division 

 
 
 

(v) 

LA Div. 
Authorized 

General 
Off. Four 

Factor 
Allocation 

 
(w) 

Gen Div. 
CWIP 

Charged to 
LA Div.  

Ratepayer 
(v)*(w) = 

 
(x) 

FWC Div. 
Authorized 

General 
Off.  Four 

Factor 
Allocation 

 
(y) 

Gen Div. 
CWIP 

Charged to 
FWC Div. 
Ratepayer 
(v)*(y) =  

 
(z) 

Test Yr. 
2017-18 $2,307,345 $6,298,937 $340,354 49.85% $169,666.41 50.15% $170,687.48 

Esc. Yr. 
2018-19 $2,459,630 $6,695,770 $362,477 49.85% $180,694.73 50.15% $181,782.16 

Esc Yr. 
2019-20 $2,575,232 $7,104,212 $382,051 49.85% $190,452.25 50.15% $191,598.40 

Test Yr. 
2020-21 $9,405,100 $7,072,136 $585,431 49.27% $288,441.64 50.73% $296,988.93 

Esc. Yr. 
2021-22 $10,044,647 $7,637,907 $628,752 49.27% $309,786.32 50.73% $318,966.11 

Esc. Yr. 
2022-23 

$10,687,504 $8,203,112 $672,136 49.27% $331,161.58 50.73% $340,974.77 

Test Yr. 
2023-24 $19,644,000 $22,107,700 0 49.50% 0 50.50% 0 

Esc. Yr. 
2024-25 $20,979,792 $24,362,685 0 49.50% 0 50.50% 0 

Total $78,103,250 $89,482,459 $2,971,201  
Total Authorized CWIP in ratebase, 2017-2025 total (t) + total (u) + total (v) = $170,556,909 

 
1 See Attachment 1.2, Tables 3 and 4, total CWIP Ratepayer Impact, 2017-2025 is the sum of Total LA 
Div. CWIP Ratepayer Impact ($9,427,997.35) + Total FWC Div. CWIP Ratepayer Impact ($11,119,350). 
Total IDC Ratepayer Impact, 2017-2025, is the sum of Total LA Div. proposed IDC Ratepayer Impact 
($278,507.09) + Total FWC Div. proposed IDC Ratepayer Impact ($318,442.10). 
2 SGVWC’s Commission authorized CWIP, columns (t), (u), and (v), found in excel sheet “SGVWC 
Adopted CWIP Balances Last 3 GRCs” provided in email by Joel Reiker on Wednesday, June 18, 2025, 
at 09:06 am. 
General office four factor allocation rate, columns (w) and (y), provided in email from Joel Reiker on 
Monday, June 23, 2025, at 1:42pm. 
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Attachment 1.2, Table 3: LA Division Actual CWIP v. Proposed IDC 
Ratepayer Impact, FY 2017-2025 

Fiscal 
Year 

 

LA Div.      
Net-Gross3 

 
 
 
 
 
 
 
 
 

(a) 

Commission 
Authorized 

Rate of 
Return4 

(weighted) 
 
 
 
 
 
 

(b) 

Commission 
Authorized 

CWIP for LA 
Division + 

General Office 
Allocation5 
(t) + (x) = 

 
 
 
 

(c) 

LA Division's 
Actual CWIP 

Ratepayer 
Impact 

(a)*(b)*(c) = 
 
 
 
 
 
 

(d) 

LA Div. 
Proposed 

IDC 
Ratepayer 

Impact6 
(Cal 

Advocate 
proposed) 
(a)*(b)*(c) 
*(IDC) = 

 
(e) 

LA Div. 
Proposed 

IDC v. 
Forecasted 

CWIP 
Ratepayer 

Impacts 
(proposed 
difference) 

(d)-(e) 

Test Year 
2017-2018 1.80103 8.49% $2,477,011.41 $378,753.49 $1,325.64     $377,427.85 

Esc. Year 
2018-2019 1.80067 8.305% $2,640,324.73    $403,644.61 $1,412.76 $402,231.86 

Esc. Year 
2019-2020 1.80067 8.12% $2,765,684.25    $404,382.87 $1,415.34     $402,967.53 

Test Year 
2020-2021 1.60213 8.12% $9,693,541.64    $1,261,061.49 $4,413.72     $1,256,647.77 

Esc. Year 
2021-2022 1.40359 8.12% $10,354,433.32   $1,180,110.38 $4,130.39 $1,175,979.99 

Esc. Year 
2022-2023 1.40359 8.12% $11,018,665.58   $1,255,813.93 $4,395.35     $1,251,418.58 

Test Year 
2023-2024 1.40413 7.97% $19,644,000     $2,239,717.65 $7,839.01     $2,231,878.64 

Esc. Year 
2024-2025 1.40466 7.82% $20,979,792     $2,304,512.92 $8,065.80 $2,296,447.12 

Total LA Div. Ratepayer Impact, 2017-2025 $9,427,997.35 $32,997.99    $9,394,999.36 
Avg. Fiscal Year LA Div. Ratepayer Impact, 2017-2025 $1,178,499.67 $4,124.75     $1,174,374.92 

  

 
3 LA Division’s net to gross multiplier, column (a), provided to Cal Advocates in email from Joel Reiker 
on Monday, June 9, 2025, at 1:34pm. D.11-05-036, “The Net-to-Gross Multiplier indicates the unit 
change in gross revenues required to produce a unit change in net revenues. It is a factor that accounts for 
the additional revenue required to pay taxes and achieve a given revenue requirement after taxes.” 
4 Commission authorized rate of return (weighted), column (b), 2017-2018 rate found in D. 13-05-027, 
2019-2023 rate found in D. 18-12-002, and 2024-2025 rate found in D. 24-12-007. 

• Esc. Year 2018-2019: (8.49% + 8.12%)/2 = 8.305% 
• Esc. Year 2023-2024: (8.12% + 7.82%)/2 = 7.97% 

5 See Attachment 1.2, Table 2: Commission Authorized CWIP from 2017-2025, for columns (t) and (x). 
6 Proposed IDC rate of 0.35% found in Cal Advocates Report, Report on Capital Projects, Historic Rate 
Base, Utility Plant, Depreciation, and Rate Base, Chapter 11 for Cal Advocates’ recommended IDC rate 
of 0.35%. Hereinafter referred to as “Cal Advocates’ recommended IDC rate of 0.35%”. 
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Attachment 1.2, Table 4: FWC Division Actual CWIP v. Proposed IDC 
Ratepayer Impact, FY 2017-2025 

Fiscal 
Year 

 

FWC Div.   
Net-Gross7 

 
 
 
 
 
 
 
 

(a) 

Commission 
Authorized 

Rate of 
Return8 

(weighted) 
 
 
 
 
 
 

(b) 

Commission 
Authorized 

CWIP for FWC 
Div. + 

General Office 
Allocation 9 
(u) + (z) =  

 
 
 
 

(c) 

FWC Div.’s 
Actual CWIP 

Ratepayer 
Impact 

(a)*(b)*(c) = 
 
 
 
 
 
 

(d) 

FWC Div. 
Proposed 

IDC 
Ratepayer 
Impact10 

(Cal 
Advocate 
proposed) 
(a)*(b)*(c) 
*(IDC) =  

 
(e) 

FWC Div. 
Proposed IDC 

v. Actual 
CWIP 

Ratepayer 
Impacts 

(proposed 
difference) 

(d)-(e) 

Test Year 
2017-2018 1.79897 8.49% $6,469,624.48 $988,122 $3,458.43     $984,663.84 

Esc. Year 
2018-2019 1.79658 8.305% $6,877,552.16 $1,049,031 $3,671.61     $1,045,358.96 

Esc. Year 
2019-2020 1.79658 8.12% $7,295,810.40 $1,064,330 $3,725.15     $1,060,604.42 

Test Year 
2020-2021 1.59846 8.12% $7,369,124.93 $956,475 $3,347.66     $953,127.55 

Esc. Year 
2021-2022 1.40034 8.12% $7,956,873.11 $904,757 $3,166.65     $901,590.36 

Esc. Year 
2022-2023 1.40034 8.12% $8,544,086.77 $971,528 $3,400.35     $968,127.32 

Test Year 
2023-2024 1.40095 7.97% $22,107,700 $2,514,909 $8,802.18 $2,506,106.54 

Esc. Year 
2024-2025 1.40156 7.82% $24,362,685 $2,670,199 $9,345.70     $2,660,853.11 

Total FWC Div. Ratepayer Impact, 2017-2025 $11,119,350 $38,917.72     $11,080,432.10 
Avg. Fiscal Yr. FWC Div. Ratepayer Impact, 2017-2025 $1,389,918.73 $4,864.72     $1,385,54.01 

 
7 FWC Division’s net to gross multiplier, column (a), provided to Cal Advocates in email from Joel 
Reiker on Monday, June 9, 2025, at 1:34pm. D.11-05-036, “The Net-to-Gross Multiplier indicates the 
unit change in gross revenues required to produce a unit change in net revenues. It is a factor that 
accounts for the additional revenue required to pay taxes and achieve a given revenue requirement after 
taxes.” 
8 Commission authorized rate of return (weighted), column (b), 2017-2018 rate found in D. 13-05-027, 
2019-2023 rate found in D. 18-12-002, and 2024-2025 rate found in D. 24-12-007. 

• Esc. Year 2018-2019: (8.49% + 8.12%)/2 = 8.305% 
• Esc. Year 2023-2024: (8.12% + 7.82%)/2 = 7.97% 

9 See Attachment 1.2, Table 2: Commission Authorized CWIP from 2017-2025, for columns (u) and (z). 
10 Cal Advocates recommended IDC rate of 0.35%. 
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Attachment 1.3, Table 1: Ratepayer Impact If SGVWC CWIP Request 
Approved v. Proposed IDC Ratepayer Impact, GRC 2026-20291 

 If Commission 
Authorizes SGVWC’s 

Forecasted CWIP 

If Commission Authorizes 
Cal Advocate’s Proposed 

IDC Recommendation 
Total Ratepayer Impact for GRC 2026-2029 $11,402,517.70  $39,908.81  
Average FY LA Div. Ratepayer Impact $2,385,325.09  $8,348.64  
Average FY FWC Div. CWIP Ratepayer Impact $1,415,514.15 $4,954.30 

 
Attachment 1.3, Table 2: If SGVWC’s CWIP Request Is Approved,  

GRC 2026-20292 
Fiscal 
Year  

Authorized 
Forecasted 
CWIP for 

LA 
Division 

 
 
 
 

(t) 

Authorized 
Forecasted 
CWIP for 

FWC 
Division 

 
 
 
 

(u) 

Authorized 
Forecasted 
CWIP for 
General 
Division 

 
 
 
 

(v) 

LA Div. 
Authorized 
Forecasted 

General 
Off. Four 

Factor 
Allocation 

 
 

(w) 

Gen Div. 
Authorized 
Forecasted 

CWIP 
Charged to 

LA Div.  
Ratepayer 
(v)*(w) = 

 
(x) 

FWC Div. 
Authorized  
Forecasted 

General 
Off.  Four 

Factor 
Allocation 

 
 

(y) 

Gen Div. 
Authorized 
Forecasted 
Charged to 
FWC Div. 
Ratepayer 
(v)*(y) =  

 
 

(z) 
Test Yr. 
2026-
2027 

21,386,400 12,590,200 680,700 50.30% $342,392.10 49.70% $338,307.90 

Esc. Yr. 
2027-
2028 

21,386,400 12,590,200 680,700 50.30% $342,392.10 49.70% $338,307.90 

Esc. Yr. 
2028-
2029 

21,386,400 12,590,200 680,700 50.30% $342,392.10 49.70% $338,307.90 

Total $64,159,200 $37,770,600 $2,042,100  
Total Requested CWIP in ratebase, 2026-2029 total (t) + total (u) + total (v) = $103,971,900 

 
  

 
1 See Attachment 1.3, Tables 3 and 4, total CWIP Ratepayer Impact for GRC 2026-2029 is the sum of 
Total LA Div. CWIP Ratepayer Impact ($7,155,975.26) + Total FWC Div. CWIP Ratepayer Impact 
($4,246,542.55). Total IDC Ratepayer Impact for GRC 2026-2029 is the sum of Total LA Div. proposed 
IDC Ratepayer Impact ($25,045.91) + Total FWC Div. proposed IDC Ratepayer Impact ($14,862.90). 
2 SGVWC’s requested CWIP, columns (t), (u), and (v), found in RO Model, tab P2 labelled as “Utility 
Plant & Depreciation”. Forecasted General Division CWIP per year at $680,700 found on line 29 
columns BD, BK, and BR. Forecasted Los Angeles County (LA) Division CWIP per year at $21,386,400 
found on line 109 columns BD, BK, and BR. Forecasted Fontana Water Company (FWC) Division CWIP 
per year at $12,590,200 on line 362 columns BD, BK, and BR.  General office four factor allocation rates, 
columns (w) and (y), provided in SGVWC Exhibit SG-4, p. 42, lines 16-18. 
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Attachment 1.3, Table 3: If Commission Approves SGVWC’s LA Division CWIP 
Request v. Cal Advocates Proposed IDC Ratepayer Impacts, GRC 2026-2029 

 
Fiscal 
Year 

 

SGVWC 
Requested 

LA Div.      
Net-Gross3 

 
 
 
 
 
 
 

(a) 

Commission 
Authorized 

Rate of 
Return4 

(weighted) 
 
 
 
 
 
 

(b) 

SGVWC 
Requested 
Forecasted 

CWIP for LA 
Div. + 

General 
Office 

Allocation5 
(t) + (x) = 

 
 

(c) 

SGVWC 
Requested 
Forecasted 
LA Div.’s 

CWIP 
Ratepayer 

Impact 
(a)*(b)*(c) = 

 
 

 
(d) 

LA Div. 
Proposed 

IDC 
Ratepayer 

Impact6 
(Cal 

Advocate 
proposed) 
(a)*(b)*(c) 
*(IDC) = 

 
(e) 

LA Div. 
Proposed IDC 
v. Forecasted 

CWIP 
Ratepayer 

Impact 
(proposed 
difference) 

(d)-(e) 

Test Yr. 
2026-2027 1.4038 7.82% $342,392.10 $2,385,325.09  $8,348.64  $21,720,443.46  

Esc. Yr. 
2027-2028 

1.4038 7.82% $342,392.10 $2,385,325.09  $8,348.64  $21,720,443.46  

Esc. Yr. 
2028-2029 

1.4038 7.82% $342,392.10 $2,385,325.09  $8,348.64  $21,720,443.46  

Total LA Div. Ratepayer Impact, 2026-2029 $7,155,975.26  $25,045.91  $65,161,330.39  
Avg. FY LA Div. Ratepayer Impact, 2026-2029 $2,385,325.09  $8,348.64  $21,720,443.46  

  

 
3 RO Model has the net-to-gross multiplier in Workpaper GI1, rows 103 and 104. 
4 Commission authorized rate of return (weighted), column (b), found in D. 24-12-007. 
5 See Attachment 1.3, Table 2: If SGVWC’s CWIP Request Is Approved, FY 2026-2029, for columns (t) 
and (x). 
6 Proposed IDC rate of 0.35% found in Cal Advocates recommended IDC rate of 0.35%. 
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Attachment 1.3, Table 4: If Commission Approves SGVWC’s FWC Division CWIP 
Request v. Cal Advocates Proposed IDC Ratepayer Impacts, GRC 2026-2029 

Fiscal 
Year 

 

SGVWC 
Requested 
FWC Div.    
Net-Gross7 

 
 
 
 
 
 
 

(a) 

Commission 
Authorized 

Rate of 
Return8 

(weighted) 
 
 
 
 
 
 

(b) 

SGVWC 
Requested 
Forecasted 
CWIP for 

FWC Div. + 
General 
Office 

Allocation9 
(u) + (v) = 

 
 

(c) 

SGVWC 
Requested 
Forecasted 
FWC Div.’s 

CWIP 
Ratepayer 

Impact 
(a)*(b)*(c) = 

 
 
 

(d) 

FWC Div. 
Proposed 

IDC 
Ratepayer 
Impact10 

(Cal 
Advocate 
proposed) 
(a)*(b)*(c) 
*(IDC) = 

 
(e) 

FWC Div. 
Proposed IDC 
v. Forecasted 

CWIP 
Ratepayer 

Impact 
(proposed 
difference) 

(d)-(e) 

Test Yr. 
2026-2027 1.4001 7.82% $338,307.90 $1,415,514.15  $4,954.30  $1,410,559.85  

Esc. Yr. 
2027-2028 

1.4001 7.82% $338,307.90 $1,415,514.15  $4,954.30  $1,410,559.85  

Esc. Yr. 
2028-2029 

1.4001 7.82% $338,307.90 $1,415,514.15  $4,954.30  $1,410,559.85  

Total FWC Div. Ratepayer Impact, 2026-2029 $4,246,542.55  $14,862.90  $4,231,679.54  
Avg. FY FWC Div. Ratepayer Impact, 2026-2029 $1,415,514.15  $4,954.30  $1,410,559.85  

 
7 RO Model has the net-to-gross multiplier in Workpaper GI1, rows 103 and 104.  
8 Commission authorized rate of return (weighted), column (b), found in D. 24-12-007. 
9 See Attachment 1.3, Table 2: If SGVWC’s CWIP Request Is Approved, FY 2026-2029, for columns (u) 
and (z). 
10 Proposed IDC rate of 0.35% found in Cal Advocates recommended IDC rate of 0.35%. 



 

Attachment 1-4, p. 1 

Attachment 1.4: 39 FR 225, 40787-40789 (1974), Page 1 
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Attachment 1.4: 39 FR 225, 40787-40789 (1974), Page 2 
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Attachment 1.4: 39 FR 225, 40787-40789 (1974), Page 3
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Attachment 1.5: 41 FR 226, 51392-51396 (1976), Page 1 
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Attachment 1.5: 41 FR 226, 51392-51396 (1976), Page 2 
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Attachment 1.5: 41 FR 226, 51392-51396 (1976), Page 3 
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Attachment 1.5: 41 FR 226, 51392-51396 (1976), Page 4
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Attachment 1.6: 48 FR 46012-46018 (1983), Page 1  
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Attachment 1.6: 48 FR 46012-46018 (1983), Page 2  
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Attachment 1.6: 48 FR 46012-46018 (1983), Page 3 
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Attachment 1.6: 48 FR 46012-46018 (1983), Page 4  
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Attachment 1.6: 48 FR 46012-46018 (1983), Page 5
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Attachment 1.7: 52 FR 123, 23948-23951 (1987), Page 1 
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Attachment 1.7: 52 FR 123, 23948-23951 (1987), Page 2 
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Attachment 1.7: 52 FR 123, 23948-23951 (1987), Page 3 
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Attachment 1.7: 52 FR 123, 23948-23951 (1987), Page 4 
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Attachment 1.7: Code of Federal Regulation. Title 18, Section § 35.25 
Construction Work in Progress, Page 5
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Attachment 1.8: Governor Newsome’s Executive Orders Terminating 
State of Emergencies, Page 1 

Executive Order Terminating COVID-19 State of Emergency (SOE) on February 28, 2023. 
COVID-19 pandemic SOE lasted for three years, beginning on March 4, 2020,   
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Attachment 1.8: Governor Newsome’s Executive Orders Terminating  
State of Emergencies, Page 2 

Executive Order Terminating SOE three-year drought on September 4, 2024. SOE drought began 
on October 19, 2021, lasting three years.  
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Attachment 1.9, Table 1: SGVWC Actual Return on Equity v. Commission 
Authorized Return on Equity 

Profit, measured as Return on Equity (ROE), calculated from Commission’s Water 
Division Annual Reports. 

WD’s 
Annual 
Report 
Year 

 
 

Net Profit 
(Annual Report 

Schedule B: 
Line 39) 

 
 

(a) 

Total Equity 
(Annual 
Report 

Schedule A: 
Line 56) 

 
(b) 

SGVWC’s 
Actual 
ROE 
(a)/(b) 

Commission 
Authorized 

ROE or Cost of 
Equity1 

 
 
 

Commission 
Decision for 

Authorized ROE 
or Cost of Equity 

2017 $2,237,869 $206,672,167 10.824% 9.79% D. 13-05-027 
2018 $3,254,216 $229,902,707 13.160% 9.79% D. 13-05-027 
2019 $28,295,547 $251,568,324 11.248% 9.2% D. 18-12-002 
2020 $32,331,412 $276,041,891 11.713% 9.2% D. 18-12-002 
2021 $32,385,931 $295,422,103 10.963% 9.2% D. 18-12-002 
2022 $31,660,840 $320,013,097 9.894% 9.2% D. 18-12-002 
2023 $29,594,748 $337,757,277 8.762% 9.2% D. 18-12-002 
2024 $30,887,761 $355,466,606 8.689% 9.34% D. 24-12-007 

 
1 Commission authorized ROE from respective Commission decision. 
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Attachment 2.1: Proliferation of Class A Investor-Owned Water Utilities 
Surcharge Accounts 

The Public Advocates Office, Surcharge Account Reform for California’s Class A 
Investor-Owned Water Utilities, Water affordability policy to protect customers of 
California’s largest independently owned water utilities, May 2023. 
 

Attachment 2.1, Table 1: Class A Water Utilities’ Surcharge Account Totals,  
2005-20201 

 Total Values recorded in Surcharge Accounts 
Utility 2005 2010 2015 2020 

Cal Water $7,560,144 $1,425,152 $52,273,000 $157,578,000 
Cal-American not reported $110,987,013 $201,704,117 $320,897,662 
Golden State $4,192,860 not reported $132,695,585 $37,713,677 
Great Oaks not reported not reported $3,845,454 $4,560,164 
Liberty - total $711,859 $7,979,267 $11,548,265 $5,655,093 
San Gabriel $4,338,179 $9,919,723 $28,455,779 $2,111,728 
San Jose $500,227 $8,557,349 $50,338,805 $26,634,087 
Suburban $713,063 $13,263,253 $6,642,974 $18,634,087 
Total $18,016,332 $152,131,757 $487,503,979 $573,846,820 
Average $2,252,042 $19,016,470 $60,937,997 $71,730,853 

 
Attachment 2.1, Table 2: The Number of Class A Water Utilities’ Surcharge 

Accounts, 2005-20202 
 Total Number of Surcharge Accounts 

Utility 2005 2010 2015 2020 
Cal Water not reported not reported 34 32 
Cal-American not reported 50 100 49 
Golden State 45 not reported 24 28 
Great Oaks not reported not reported 25 22 
Liberty - total 19 34 67 76 
San Gabriel 8 11 25 24 
San Jose 13 23 42 33 
Suburban 7 26 26 31 
Total 92 144 343 295 
Average 11.5 18 42.9 36.9 

 

 
1 Using information reporting in Schedule E-1 in Class A Water Utilities’ 2005, 2010, 2015 and 2020 
Annual Reports submitted to the Commission. 
2 Id. 


