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MEMORANDUM 

The Public Advocates Office at the California Public Utilities Commission (Cal 1 

Advocates) examined application material, data request responses, and other information 2 

presented by California American Water Company (Cal Am) in Application (A.)25-07-3 

003 to provide the California Public Utilities Commission (Commission or CPUC) with 4 

recommendations in the interests of ratepayers for safe and reliable service at the lowest 5 

cost. Mr. Brian Yu is Cal Advocates’ project lead for this proceeding. This Report is 6 

prepared by Mr. Roy Keowen. Mr. Mukunda Dawadi is the oversight supervisor. Mr. 7 

Niki Bawa and Ms. Ritta Merza are the legal counsel. 8 

Although every effort was made to comprehensively review, analyze, and provide 9 

the Commission with recommendations on each ratemaking and policy aspect presented 10 

in the Application, the absence of any particular issue from Cal Advocates’ testimony 11 

connotes neither agreement nor disagreement with the underlying request, methodology, 12 

or policy position related to that issue. 13 

 

Chapter # Description Witness 

1 Administrative & General Expenses Roy Keowen 
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EXECUTIVE SUMMARY 1 

Cal Am forecasts $10,154,562 in A&G expenses for TY 2027 — over 50 percent 2 

above 2024 recorded levels. Cal Am’s request is unreasonable, speculative, and 3 

unsupported. After adjustments, a reasonable budget more aligned with actual inflation is 4 

$3,796,563, a reduction of $6,357,999 (–63%). 5 

Key reductions result from: removal of discretionary or shareholder-oriented costs 6 

(lobbying, goodwill, luxury travel, entertainment, charitable sponsorships); alignment of 7 

insurance and rent forecasts with verified contracts and market indices; and elimination 8 

of abnormal entries and inflated escalation factors. Cal Advocates adjusts Cal Am’s 9 

forecast for the following Administrative and general expense categories:  10 

 Property Insurance 11 
 Regulatory Expense 12 
 Temp Employees 13 
 Hardship Program 14 
 Dues & Memberships 15 
 Community Partnerships/Relationships 16 
 Conferences & Registration 17 
 Customer Education 18 
 Discounts Available 19 
 Employee Expenses 20 
 Insurance Vehicle 21 
 Meals 22 
 Relocation 23 
 Rent 24 

 25 
Each of Cal Advocates recommended adjustments will be discussed in detail in 26 

this chapter. 27 
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CHAPTER 1 ADMINISTRATIVE & GENERAL EXPENSES 1 

I. INTRODUCTION 2 

Cal Am requests a substantial increase in (Administrative and General) A&G 3 

expenses between the last recorded year (2024) and Test Year (TY 2027). The Public 4 

Advocates Office conducted an independent analysis of the utility’s recorded data, 5 

escalation methodology, and forecast assumptions for each major A&G sub-account. Cal 6 

Advocates also reviewed responses to data requests, internal support documentation, and 7 

the direct testimony of Joey Chen and the direct testimony of Patrick Pilz.1,2 Based on 8 

this review, Cal Am’s proposed A&G forecast is overstated and not adequately supported 9 

by underlying evidence. 10 

Consistent with the Commission’s role as a substitute for competition and to 11 

prevent customers from paying twice for benefits never received once, this testimony 12 

identifies opportunities to align Cal Am’s A&G costs with reasonable and verifiable 13 

levels.3 14 

Cal Advocates’ recommendations are intended to protect ratepayers from bearing 15 

excessive administrative overhead, promote cost discipline, and ensure that future rates 16 

reflect prudent and efficient utility management. 17 

II. SUMMARY OF RECOMMENDATIONS 18 

 The Commission should reduce Cal Am’s proposed Administrative and General 19 

(A&G) expense forecast for TY 2027. Cal Am’s projected A&G expenses are 20 

 
1 Application of California-American Water Company (U210W) to Increase Revenues in Each of its 
Districts Statewide, Direct testimony of Joey Chen. 
2 Application of California-American Water Company (U210W) to Increase Revenues in Each of its 
Districts Statewide, Direct testimony of Patrick Pilz. 
3 Customer rates are based on forecasted expenses which may not materialize as an actual expense or the 
actual expense is much less than predicted. Thus, it is fair to exclude these expenses from rates since 
customers never received the full benefit of the expense as promised to customers by Cal Am in the GRC 
which adopted the rates. 
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unreasonable, excessive, and unsupported by measurable cost drivers. Cal Advocates’ 1 

recommendations are compared with Cal Am’s requests in Table 1-1 below: 2 

 3 

Table 1-1: Summary of Recommendations for TY 2027 4 

Ref Issue Cal Am TY 
2027 ($) 

Cal Advocates Difference ($) 
     
1 Property Insurance $1,163,109  $1,000,000  ($163,109) 
2 Regulatory Expense $2,011,592  $355,760  ($1,655,832) 
3 Temp Employees $59,221  $0  ($59,221) 
4 Hardship Program $923,700  $0  ($923,700) 
5 Dues & Memberships $615,314  $472,320  ($142,680) 
6 Community 

Partnerships/Relationships 
$129,840  $0  ($129,840) 

7 Conferences & 
Registration 

$191,000  $0  ($191,000) 

8 Customer Education $513,167  $0  ($513,167) 
9 Discounts Available ($119,000) ($229,862) ($110,862) 
10 Employee Expenses $419,707  $0  ($419,707) 
11 Insurance Vehicle $249,360  $86,295  ($163,065) 
12 Meals $122,967  $0  ($122,967) 
13 Relocation $30,205  $0  ($30,205) 
14 Rent $3,889,670  $2,112,050  ($1,777,620) 
15 TOTAL $10,199,852  $3,796,563  ($6,403,289) 

III. ANALYSIS 5 

A. Property Insurance Expense 6 
Cal Am proposes a 49% increase in property insurance expense from the 7 

last recorded year (2024) to TY 2027, from $780,470 to $1,163,109. Cal Am 8 

attributes the proposed increase to “historical industry losses” and “broader 9 

industry trends” but did not provide actuarial studies, broker correspondence, or 10 

internal modeling that support these assumptions.4 11 

 
4 Cal Am’s Response to Public Advocates Office’s Data Request SLM-03, Question 4. Cal Am states its 
projected insurance increases are based on informal meetings with brokers, historical industry losses, 
broader industry trends, and macroeconomic factors such as inflation, and further states that no formal 
documentation supporting these forecasts exists. 
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Cal Advocates reviewed Cal Am’s recorded insurance costs from 2020 1 

through 2024 and found no consistent upward trend that would justify such a sharp 2 

speculated increase. See Figure 1-1 below: 3 

Figure 1-1: Cal Am’s Recorded & Projected Property Insurance Expense 4 

 5 
Figure 1-1 shows Cal Am’s recorded property insurance, the five-year 6 

average property insurance, and Cal Am’s projected property insurance. The 7 

company’s forecast relies on the most recent insurance premiums increasing 8 

between zero to 35% based on a brokers estimate.5 Cal Am’s projection does not 9 

align with known rate stabilization in the commercial property insurance market.6 10 

Moreover, Cal Am’s response to data requests confirmed that “no formal 11 

documentation or outline of the forecast exists due to variability of factors 12 

 
5 Direct Testimony of Joey Chen at 15. 
6 Woodruff Sawyer, Commercial Property Market Softens in Q2 2025, Risk & Insurance, July 24 2025. 
Available at: https://riskandinsurance.com/commercial-insurance-rates-moderate-in-q2-as-market-shows-
signs-of-stabilization  
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involved.”7 This lack of support undermines the reasonableness of the proposed 1 

increase. 2 

Recent commercial-insurance market surveys indicate average property-3 

insurance rate increases of approximately 3%–4% for non-catastrophe-exposed 4 

portfolios.8,9,10 To produce a more reasonable forecast, Cal Advocates escalated 5 

Cal Am’s 2024 recorded amount by 3% annually to account for general cost 6 

inflation and risk exposure. Table 1-2 below presents Cal Advocates’ TY 27 7 

property insurance expense estimate: 8 

 9 

Table 1-2: Recorded Property Insurance Expense Escalated to TY 2027. 10 

Year Escalation Factor Amount 

2024   $780,470 

2025 1.03 1.03 $803,884 

2026 1.03^2 1.06 $828,001 

2027 1.03^3 1.09 $852,309 

 

This approach results in an adjusted TY 2027 amount of $852,309, which 11 

better reflects recent market data, aligns with actual experience, and limits 12 

ratepayer exposure to speculative cost inflation. 13 

 
7 Cal Am’s Response to Cal Advocates Data Request SLM-03, Q.4a. 
8 Commercial Insurance Rates Moderate in Q2 as Market Shows Signs of Stabilization, Risk & Insurance, 
July 9, 2025, available at: https://riskandinsurance.com/commercial-insurance-rates-moderate-in-q2-as-
market-shows-signs-of-stabilization [accessed January 3, 2025] 
9 Commercial Insurance Rates Rise 3% on Average in Q1 2025, Risk & Insurance, , April 7 
2025,available at: https://riskandinsurance.com/commercial-insurance-rates-rise-3-on-average-in-q1-2025 
[accessed January 3, 2025] 
10 Loretta Worters, Commercial Property Insurance Shows Signs of Improvement, Stable Growth, Says 
New Triple-I Brief, Insurance Information Institute, December 19, 2024, available at: 
https://www.iii.org/press-release/commercial-property-insurance-shows-signs-of-improvement-stable-
growth-says-new-triple-i-brief-121924 [accessed January 3, 2025] 



 

5 

The Commission should adopt a TY 2027 property insurance expense of 1 

$852,309, representing a reduction of $310,800 from Cal Am’s proposal. This 2 

adjustment ensures that only reasonable and supported insurance costs are 3 

recovered from ratepayers and that Cal Am remains accountable for demonstrating 4 

actual cost changes. 5 

B. Regulatory Expenses 6 
Cal Am requests a TY 2027 regulatory expense budget of $2,011,592, 7 

representing an increase of more than 375% over its 2024 recorded level of 8 

approximately $423,125.11 Cal Am attributes this proposed increase primarily to 9 

anticipated general rate case (GRC) and advice letter (AL) filings but provided  a 10 

speculative forecast of workload, outside counsel hours, or service company 11 

allocations to substantiate the escalation.12  12 

Cal Advocates reviewed Cal Am’s recorded regulatory expenses from 2020 13 

through 2024 and found that actual costs are much less than Cal Am forecasts in 14 

TY 2026. Table 1-3 below demonstrates Cal Am’s recorded Regulatory Expenses: 15 

 
11Cal Am RO Model file “ALL_CH04_O&M_RO.xlsb,” tab: “Sum Costs Before GO Alloc WS9A,” 
columns N, Q, filtered for account “797.” 
12 Direct Testimony of Joey Chenat 15-16. 
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Table 1-3: Cal Am’s Recorded Regulatory Expenses 1 

Year Amount 

2020 713,05113 

2021 427,82114 

2022 718,95515 

2023 $972,75916 

2024 $423,12517 

Average $651,142 

 2 

Table 1-3 demonstrates that Cal Am’s regulatory expenses are on average 3 

$651,142 on average. Despite this historical pattern, Cal Am applied a single-step 4 

escalation based on internal expectations rather than on identified projects or 5 

invoices.18 In response to Cal Advocates’ data requests, Cal Am confirmed that it 6 

“did not prepare a cost model or activity-based forecast” for regulatory expenses 7 

in this GRC.19 To develop a reasonable forecast, Cal Advocates escalated Cal 8 

 
13 Cal Am RO Model file “ALL_CH04_O&M_RO.xlsb,” tab: “Sum Costs Before GO Alloc WS9A,” 
column J, filtered for account “797.” 
14 Cal Am RO Model file “ALL_CH04_O&M_RO.xlsb,” tab: “Sum Costs Before GO Alloc WS9A,” 
column K, filtered for account “797.” 
15 Cal Am RO Model file “ALL_CH04_O&M_RO.xlsb,” tab: “Sum Costs Before GO Alloc WS9A,” 
column L, filtered for account “797.” 
16 Cal Am RO Model file “ALL_CH04_O&M_RO.xlsb,” tab: “Sum Costs Before GO Alloc WS9A,” 
column M, filtered for account “797.” 
17 Cal Am RO Model file “ALL_CH04_O&M_RO.xlsb,” tab: “Sum Costs Before GO Alloc WS9A,” 
column N, filter for account “797.” 
18 Direct Testimony of Joey Chen at 15-16. 
19 Direct Testimony of Joey Chen at 19 states “California American Water based its estimates on 
historical costs and its experience with regulatory proceedings.” 
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Am’s 5-Year average  recorded amount by 3% annually to reflect general cost 1 

inflation and the utility’s periodic regulatory participation at the Commission.  2 

Table 1-4: Recorded Regulatory Expense Escalated to TY 2027. 3 

Year Escalation Factor Amount 

 5Y Avg (20-24)   $651,142 

2025 1.03 1.03 $670,676 

2026 1.03^2 1.06 $690,797 

2027 1.03^3 1.09 $711,520 

 

Table 1-4 demonstrates that the 5-Year average recorded expense is 4 

escalated to $711,520 for TY 2027.  To protect ratepayers from bearing the full 5 

burden of uncertain or discretionary litigation costs while still providing Cal Am 6 

an incentive to manage its filings efficiently, the Commission should adopt a 7 

regulatory expense budget of $711,520 with a 50/50 risk-sharing mechanism (i.e., 8 

only 50% of the authorized budget is recovered from rates and the remaining 50% 9 

of the budget is borne by the shareholders). 10 

California American Water’s regulatory expense forecast includes litigation 11 

costs incurred in proceedings where the Company’s primary objective is to 12 

advance shareholder interests through higher revenues, increased returns, or 13 

favorable ratemaking treatment, rather than to provide incremental benefits to 14 

customers. 15 

For example, in general rate cases, including California American Water’s 16 

2019 GRC and 2022 GRC,20,21 the Company advocated for revenue increases, 17 

escalation mechanisms, and administrative and general expense recoveries that 18 

 
20 Application No. A.19-07-004  
21 Application No. A.22-07-001 
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were substantially reduced by the Commission. In these proceedings, a significant 1 

portion of litigation effort was devoted to opposing positions advanced by the 2 

Public Advocates Office and other intervenors seeking to limit rate impacts.22,23 3 

The Commission’s final decisions reflect that many of the Company’s litigated 4 

proposals were either modified or rejected, indicating that the associated litigation 5 

costs primarily served shareholder interests rather than providing commensurate 6 

ratepayer benefits.24,25 7 

Similarly, in cost of capital proceedings,26 California American Water 8 

sought higher authorized returns on equity and capital structures more favorable to 9 

shareholders. Such proceedings are inherently adversarial, with the Company 10 

advocating for increased earnings potential while consumer advocates seek to 11 

constrain rate impacts. To the extent the Commission does not adopt the 12 

Company’s requested returns, the litigation costs incurred in pursuing those 13 

positions cannot reasonably be characterized as benefiting ratepayers.27 14 

Acquisition proceedings provide another clear example of shareholder-15 

benefiting regulatory litigation. In applications such as the Bellflower 16 

acquisition,28 East Pasadena acquisition,29 and Warring Water System 17 

acquisition,30 California American Water incurred extensive legal, consulting, and 18 

 
22 See Docket for Application No. A.19-07-004.  
23 See Docket for Application No. A.22-07-001. 
24 D.21-11-018. 
25 D.24-12-025. 
26 A.21-05-001. 
27 D.23-06-025. 
28 A.18-09-013; D.22-10-003. 
29 A.20-04-003; D.21-11-037. 
30 A.20-04-017; D.22-08-005. 
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transaction-related costs over multi-year periods. These proceedings sought 1 

approval of consolidation transactions, recovery of transaction costs, and future 2 

ratemaking protections. While consolidation may advance broader public policy 3 

goals, the litigation costs associated with pursuing individual acquisitions are 4 

discretionary, transaction-specific, and contingent on Commission approval. 5 

Ratepayers receive no guaranteed benefit from these costs, particularly where 6 

proceedings are prolonged, modified, or delayed. 7 

California American Water has also incurred regulatory expenses in 8 

applications for rehearing and post-decision litigation, where the Company seeks 9 

to overturn or modify Commission determinations that limit revenues or disallow 10 

costs.31 By definition, such litigation is undertaken to protect shareholder interests 11 

following an adverse Commission outcome and does not provide a corresponding 12 

benefit to customers. 13 

In contrast, base-level regulatory expenses necessary to comply with 14 

Commission rules, mandatory reporting requirements, and routine filings 15 

appropriately benefit ratepayers and should be recoverable through rates. 16 

However, the record demonstrates that a substantial portion of California 17 

American Water’s regulatory litigation expenditures are driven by discretionary 18 

filings, aggressive advocacy positions, and speculative transactions whose benefits 19 

accrue primarily to shareholders. 20 

Accordingly, a 50/50 risk-sharing mechanism appropriately allocates 21 

regulatory expenses by allowing recovery of normalized, base-level costs through 22 

rates while assigning shareholders responsibility for a meaningful share of 23 

extraordinary or speculative litigation expenses. This approach aligns incentives, 24 

promotes prudent regulatory strategy, and ensures that ratepayers are not required 25 

 
31 D.21-11-037. 
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to fully underwrite litigation that primarily advances shareholder interests or is 1 

ultimately rejected by the Commission. 2 

A 50/50 risk-sharing mechanism, aligns with the principle of prudent 3 

management accountability.  A 50/50 risk-sharing mechanism also ensures that 4 

both customers and shareholders share in the financial consequences of Cal Am’s 5 

regulatory strategy. Table 1-5 below shows a 50/50 cost-sharing mechanism 6 

between ratepayers and shareholders. 7 

Table 1-5: Regulatory Expense Projections Under a 50/50 Cost Sharing Mechanism. 8 

Legal Risk Amount A $711,520 

Fair Risk Split B 50% 

Fair Amount Due 

from Ratepayers in 

TY 2027 

(AxB) $355,760 

 9 

Table 1-5 shows the amount the Commission should adopt for Cal Am’s 10 

Regulatory Expense in TY 2027. This methodology results in a TY 2027 forecast 11 

of $355,760, consistent with historical experience and the expected regulatory 12 

workload. 13 

The Commission should adopt a TY 2027 regulatory expense budget of 14 

$711,520, of which 50% ($355,760) should be borne by shareholders. Cal 15 

Advocates recommendation to include regulatory budgets of only $355,760 in 16 

rates results in a reduction of $1,655,832 from Cal Am’s requested regulatory 17 

expense budget of $2,011,592. Cal Advocates’ adjustment removes unsupported 18 

forecast inflation and ensures that ratepayers fund only those regulatory costs 19 

directly tied to verifiable and recurring obligations. 20 
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C. Temporary Employees 1 
Cal Am requests a new $59,221 expense budget for temporary employees 2 

under Account 798 (Contract Services – Temporary Employees) for TY 2027.32 3 

Cal Am did not record any costs in this account until year 2022, nor did it identify 4 

any new or recurring business functions that required temporary staff.33 In 5 

response to Cal Advocates’ data request, Cal Am stated that “temporary staff may 6 

be used on an as-needed basis” but provided no estimates of expected work 7 

duration, job function, or frequency.34  8 

The absence of historical spending, coupled with the lack of a defined 9 

operational plan, indicates that this request is purely discretionary and speculative. 10 

Speculative forecasts should be excluded from customer rates. Temporary labor 11 

costs are typically incurred to cover short-term vacancies or seasonal workloads. 12 

However, Cal Am has not demonstrated such a pattern in prior years. 13 

Cal Advocates’ review of historical labor-related A&G accounts shows that 14 

Cal Am’s regular and overtime labor costs already include sufficient budget to 15 

absorb short-term staffing fluctuations without additional funding.35 Including this 16 

new category would allow the company to recover costs twice — once through 17 

base labor allocations and again through a separate “temporary employees” 18 

charge. 19 

The Commission should exclude the entire $59,221 proposed for temporary 20 

employees in TY 2027. Because no recorded costs, supporting evidence, or 21 

 
32 Cal Am RO Model file “ALL_CH04_O&M_RO.xlsb,” tab: “Sum Costs Before GO Alloc WS9A,” 
filtered for account “798;”  Cal Am RO Model file “ALL_CH04_O&M_RO.xlsb,” tab: “Contract Svc-
Temp Empl - Admin & General;” Cal Am RO Model file “ALL_CH04_O&M_RO.xlsb,” tab: “Contract 
Svc-Temp Empl - Natural Account,” column Q. 
33 Cal Am’s Response to Public Advocates Office’s Data Request RK2-03, Question 2. 
34 Cal Am’s Response to Public Advocates Office’s Data Request RK2-03, Question 2. 
35 See, Testimony of Sam Lam, Cal Advocates’ Report on Labor & Benefits, Total Compensations, 

Special Requests No. 1 and 7. 
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operational justification have been provided, excluding this amount will prevent 1 

ratepayers from subsidizing duplicative labor costs. 2 

D. Hardship Program Costs 3 
Cal Am’s Hardship Program provides one-time bill assistance for 4 

customers experiencing temporary financial distress. Currently, Cal Am funds this 5 

program on a 50/50 basis between shareholders and ratepayers. In this General 6 

Rate Case, Cal Am proposes to change the funding ratio to 70 percent ratepayer / 7 

30 percent shareholder, thereby increasing the portion of costs borne by customers 8 

and raising total A&G expense by $184,000 in TY 2027.36 9 

Cal Am provides no quantitative evidence that expanding the ratepayer-10 

funded share improves affordability outcomes, reduces arrearages, or mitigates 11 

shutoffs. Instead, the utility asserts that “increased participation” and “greater 12 

program stability” justify the cost shift.37 However, those goals can be achieved 13 

without burdening customers, because Cal Am’s shareholders already voluntarily 14 

fund 50 percent of the program, and state and federal assistance programs—such 15 

as the Low-Income Household Water Assistance Program (LIHWAP)—are 16 

available to address the same need.38 17 

Moreover, the Hardship Program is not a mandated regulatory obligation. It 18 

functions as a discretionary social responsibility initiative, which should remain 19 

primarily shareholder funded. Increasing the ratepayer share from 50 to 70 percent 20 

would improperly socialize what has historically been a voluntary corporate 21 

contribution. Cal Am also has not demonstrated that administrative costs for the 22 

program are tracked separately or efficiently managed. 23 

 
36 Direct Testimony of Patrick Pilz at 23.  
37 Cal Am’s Response to Public Advocates Office’s Data Request RK2-05, Questions 1–3. 
38 Low Income Household Water Assistance Program, California Department of Community Services 
and Development, available at: https://www.csd.ca.gov/lihwap [Accessed January 11, 2026] 
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The Commission should reject Cal Am’s proposed 70/30 cost-sharing 1 

change and instead require Cal Am’s shareholders to fully fund the program, if Cal 2 

Am wishes to continue the program. Ratepayers should not be burdened with the 3 

program that primarily helps Cal Am’s corporate image. Because Cal Am failed to 4 

substantiate any ratepayer benefit from the proposed shift, the $184,000 5 

incremental cost along with existing program cost, should be excluded, resulting 6 

in a TY 2027 ratepayer-funded amount of $0. This ensures that customers do not 7 

subsidize a voluntary shareholder program absent demonstrated need or 8 

measurable benefit. 9 

E. Dues & Memberships 10 
A review of a sample of Cal Am’s recorded 2024 expenses reveals that not 11 

all expenses are reasonable. The following line items are non-recoverable under 12 

the Commission’s policies against ratepayer funding of utility lobbying, political, 13 

charitable and goodwill expenses and also to enforce the Commission’s General 14 

Order (GO) 77-M39 guidance about such expenses:  15 

 
39 General Order 77-M requires disclosure of all contributions, donations, and memberships to ensure 
transparency and to distinguish recoverable operational costs from discretionary corporate giving. 
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Table 1-6: Analysis of Cal Am’s 2024 Dues & Memberships Expenses 1 

Ref Expense Amount ($) Reason to Disallow 

1 

Trade association lobbying 

California Water Association 

(F1 lobbying portion).40 

$ 70,375 

Non-deductible 

lobbying not 

recoverable. 

2 

Advocacy/policy California 

Foundation on the Environment 

& the Economy41 

$ 21,000 
Policy/political 

networking 

3 

Chambers / property owners 

associations Multiple chambers 

of commerce.42 

$ 12,070 
Goodwill; not tied to 

operations. 

4 
Advocacy / affinity Sustainable 

Agriculture & Energy. 43  
$ 2,964 

Advocacy; no 

operational nexus 

5 
Affinity network Veterans in 

Business Network. 44 
$ 1,500 Goodwill/affinity 

 Total $ 107,908  

 

 
40 Cal Am’s Response to Public Advocates Office’s Data Request RK2-03. 
41 Cal Am’s Response to Public Advocates Office’s Data Request RK2-03. 
42 Cal Am’s Response to Public Advocates Office’s Data Request RK2-03. 
43 Cal Am’s Response to Public Advocates Office’s Data Request RK2-03. 
44 Cal Am’s Response to Public Advocates Office’s Data Request RK2-03. 
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Cal Am’s 2024 GO 77-M filing reported $465,493 in total dues.45 As 1 

shown above, the total dues excluded for 2024 as unreasonable is $107,908. This 2 

results in a 23.1 % exclusion rate.46  3 

For 2027, Cal Am’s forecasts dues & memberships of $615,000. Applying 4 

the 23.1 % exclusion rate removes $142,680 from rates as shown in the table 5 

below. 6 

Table 2-7: Dues & Memberships Exclusion Calculations 7 

Ref Item Amount ($) 

1 2027 projected dues (Cal Am) $615,000 

2 Exclusion @ 23.1 % $142,680 

3 Net Allowable $472,320 

 

Cal Am’s dues and memberships accounts include significant non-8 

recoverable costs—lobbying, chambers of commerce, and advocacy/affinity 9 

memberships—contrary to Commission policy. The 2024 GO 77-M demonstrates 10 

that at least $107,908.62 (23.1 %) is non-recoverable. Applying this factor to the 11 

2027 projection of $615,000 results in an $142,680 exclusion, leaving a net 12 

allowable of $472,320. The Commission should exclude the specific 2024 line-13 

items listed above totaling $107,908.62; reduce Cal Am’s 2027 dues & 14 

memberships projection by 23.1 %, absent additional justification; and require Cal 15 

Am to file a full reconciliation between its GO 77-M, general ledger, and 16 

workpapers before using these projections for ratemaking. 17 

 
45 2024 GO 77-M Filing, California American Water, June 20, 2025 (Cal Am GO 77-M Filing) at p.9; 
Cal Am RO Model file “ALL_CH04_O&M_RO.xlsb,” tab: “Sum Costs Before GO Alloc WS9A,” 
columns N, Q, filtered by SAP accounts “52524000” and “52524000.” Cal Am’s workpapers show a 
discrepancy with its GO-77 filing, which Cal Am discusses in response to Cal Advocates Data Request 
RK2-03 (Co Dues Memberships 1). Cal Advocates relies on amounts Cal Am references in the Cal Am 
GO 77-M Filing. . 
46 $107,08 / $465,493 = 23.1% 
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F. Community Partnership/Relationship Expenses 1 
Cal Am recorded and forecasted its Community Partnerships / 2 

Relationships expenses under Account 799 (Corporate A&G). Workpapers and 3 

invoices reviewed by Cal Advocates show these costs include: 4 

 5 

1. Sponsorships for community events (e.g., local chambers of commerce, 6 
business alliances, and civic groups); 7 

2. Donations to nonprofit or advocacy organizations; 8 
3. Paid “partnerships” and advertising placements under corporate branding 9 

initiatives such as “California American Water in the Community”; and 10 
4. Staff time and promotional materials related to community outreach.47 11 

 12 

None of these items are required by Commission order or statute, nor are 13 

they essential to the provision of water service. They primarily serve public 14 

relations and goodwill functions that enhance Cal Am’s corporate image. 15 

Cal Am’s workpapers show a recorded 2024 expense of approximately 16 

$129,840, with no documented cost allocations or measurable deliverables linking 17 

these expenditures to ratepayer benefit.48 The company applied a flat escalation to 18 

project the same amount for TY 2027, without substantiation or activity-based 19 

forecasting. 20 

In response to data requests, Cal Am indicated that these partnerships “help 21 

improve public awareness and brand perception,” confirming that the purpose is 22 

reputation management, not service reliability or compliance.49 23 

The Commission should exclude promotional and charitable spending when 24 

the utility cannot show a direct operational nexus.  In keeping in line with the 25 

 
47 Cal Am’s Response to Public Advocates Office’s Data Request RK2-04. 
48 Cal Am’s Response to Public Advocates Office’s Data Request RK2-04. 
49 Cal Am’s Response to Public Advocates Office’s Data Request RK2-04. 
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Commission’s requirement for expenses to be reasonable and prudent,50 such 1 

expenses are voluntary and should be funded by shareholders. 2 

Additionally, many of Cal Am’s listed “partnerships” overlap with other 3 

A&G categories already reviewed in this testimony, such as Dues & Memberships 4 

(Account 798) and Books & Publications, resulting in potential double counting of 5 

the same promotional costs. 6 

Given these factors, Cal Am’s TY 2027 proposed budget of $129,840 7 

should be excluded from rates. 8 

G. Customer Education Expenses 9 
Cal Am requests $513,167 for Customer Education in TY 2027, a 10 

continuation of its 2024 recorded amount escalated for inflation.51 The workpapers 11 

and data responses show spending categories that include: 12 

 13 

1. Printing and translation of outreach materials; 14 

2. Paid advertising in community newsletters and online media; 15 

3. Sponsorship of community “education” booths at local events; and 16 

4. Design and distribution of corporate-branded informational materials.52 17 

 18 

While Cal Am labels these activities “customer education,” the descriptions 19 

and invoices reveal that most are brand-marketing and public-relations efforts, 20 

such as materials highlighting Cal Am’s community partnerships and sponsorships 21 

rather than providing actionable customer instruction. 22 

Cal Advocates’ review of representative invoices shows that the majority 23 

costs relate to advertisements about company initiatives, not required notices or 24 

 
50 Pub. Util. Code Section 451. 
51 Direct Testimony of Joey Chen at 22. 
52 Cal Am’s Response to Public Advocates Office’s Data Request RK2-06. 
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safety communications.53. For example, one invoice shows payments to the 1 

California Water Association, a lobby group54 A review of transactions also 2 

uncovered unrelated transactions such as employee perks (mugs and Yeti 3 

Tumblers) and random sales and use tax entries.55  4 

Theses misclassifications inflate recoverable A&G costs. Cal Am did not 5 

provide evidence that any of the materials were mandated by a Commission 6 

decision, state regulation, or compliance order.56 7 

True customer education—such as mandatory water-quality notices, 8 

conservation program instructions, or emergency alerts—is recoverable because it 9 

directly benefits ratepayers. However, Cal Am’s materials focus on general public 10 

awareness, image enhancement, and goodwill, which should be shareholder 11 

responsibilities.  12 

Applying the same standards used in prior cases, Cal Advocates finds that 13 

none of Cal Am’s claimed expenses meet the criteria for recoverable customer 14 

education. 15 

Cal Am’s TY 2027 Customer Education forecast represents corporate 16 

image and marketing expenses rather than required educational activities. Because 17 

Cal Am did not demonstrate that the spending is necessary, the Commission 18 

should: 19 

1. Exclude 100 percent of the $513,167 TY 2027 Customer Education forecast; 20 
2. Require Cal Am to fund future advertising and promotional activities from 21 

shareholder resources; and 22 

 
53 Cal Am’s Response to Public Advocates Office’s Data Request RK2-06. 
54 Cal Am’s Response to Public Advocates Office’s Data Request RK2-06, Attachment 1. 
55 Cal Am’s Response to Public Advocates Office’s Data Request RK2-06, Attachment 1. 
56 Cal Am’s Response to Public Advocates Office’s Data Request RK2-06. 
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3. Direct Cal Am, in future rate cases, to separately identify mandatory regulatory 1 
communications (e.g., water-quality or emergency notices) from discretionary 2 
outreach to prevent future misclassification. 3 

These recommendations ensure that ratepayers pay only for genuine 4 

educational programs that support safety, reliability, or compliance—not for 5 

advertising or goodwill campaigns. 6 

H. Discounts Available 7 
Cal Am’s “Discounts Available” account records credits to expense when 8 

the company receives vendor discounts for paying invoices early. In 2024, Cal Am 9 

realized –$210,356 in discounts, reducing total A&G expense. In its TY 2027 10 

forecast, Cal Am assumes only –$122,490 in discounts, thereby reducing the offset 11 

by $87,866 and increasing ratepayer cost.57 12 

Cal Am’s response to Data Request RK2-07 (Discounts Available 1) 13 

confirms that these discounts arise from early-payment terms offered by vendors, 14 

and that the company provided sample documentation verifying the credit entries. 15 

However, Cal Am did not identify any change in vendor terms, system constraints, 16 

or policy modifications that would justify capturing substantially fewer discounts 17 

in the test year. 18 

Industry trends show that electronic invoicing and automated payment 19 

systems generally increase the frequency and value of early-payment discounts 20 

over time. Reducing this credit therefore appears inconsistent with prudent 21 

purchasing management and does not reflect the efficiencies normally expected of 22 

a well-run utility. 23 

Cal Am has verified that Discounts Available represents realized early-24 

payment savings that reduce expense. Because no evidence supports the 25 

assumption that such discounts will decline, the Commission should: 26 

 
57 Cal Am RO file “ALL_CH04_O&M_RO.xlsb,” tab: “Sum Costs Before GO Alloc WS9A,” filtered for 
account “799;” Cal Am RO file “ALL_CH04_O&M_RO.xlsb,” tab: “Discounts Available,” column Q. 
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 1 

1. Adopt the 2024 recorded credit of -$229,862 for TY 2027 instead of Cal Am’s 2 

proposed –$122,490;58 3 

2. Recognize this as an additional $87,866 reduction to A&G expense relative to 4 

the company’s forecast; and 5 

3. Direct Cal Am to maintain detailed discount-tracking data (invoices offered, 6 

taken, and missed) in its next GRC to verify continued capture of vendor-7 

payment savings. 8 

This adjustment ensures A&G expenses reflect achievable offsets. 9 

I. Employee Expenses 10 
Cal Advocates issued a data request seeking (1) a list of transactions 11 

booked to the Employee Expense account and (2) a few representative invoices to 12 

verify the nature of the costs. Cal Am provided both.59 13 

The company’s 2023 transaction list revealed numerous charges for out-of-14 

state hotels, sporting events, and high-end accommodations, none of which were 15 

justified as business-critical or required for operations. 16 

Table 1-8 summarizes the ten largest and most egregious Employee 17 

Expense transactions provided by Cal Am in its response: 18 

 
58 Recorded –$210,356 escalated to 2027 by 3% annually from 2024 to 2027 that results in -$229,862. 
59 Cal Am Response to Cal Advocates Data Request RK2-08 (799 Employee Expenses 1), Question 1. 
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Table 3-8: Examples of Unreasonable Employe Expenses. 1 

Ref Date  Amount 
($)  Description 

1 5/31/2023 4,565 San Diego Padres (baseball tickets) 
2 5/31/2023 2,633 Marriott Monterey Bay 
3 8/31/2023 1,330 The Citizen Marriott 
4 10/31/2023 530  The Ritz-Carlton, Laguna Niguel 
5 5/10/2023 1,319 Marriott Marquis, Houston 
6 12/11/2023 370 Treasure Island Hotel, Las Vegas 
7 4/24/2023 572 Hilton Garden Inn, Camden (out-of-state) 
8 3/20/2023 582  Marriott Chicago M 
9 2/16/2023 484  Hawaiian Airlines 
10 9/9/2023 499 WBS B15-01-8011 (non-descript corporate expense) 

(Source: Cal Am Response to Data Request RK2-08 (799 Employee Expenses 1), 2 

Transaction Listing and Sample Invoices, April 2025.) 3 

These transactions demonstrate that Account 799 includes entertainment 4 

and luxury travel well beyond what is necessary for safe and reliable water 5 

service. Examples include baseball tickets, resort accommodations, and out-of-6 

state hotels in Hawaii, Illinois, and Texas. None of these charges provide 7 

measurable or direct benefits to California ratepayers. 8 

Ratepayers already fund employee salaries, benefits, and essential training. 9 

Requiring them to also subsidize discretionary travel, sporting events, and 10 

premium hotel stays violates the Commission’s standards for prudence and cost 11 

causation. 12 

Further, Cal Am’s TY 2027 forecast was developed by escalating its 2024 13 

spending without reviewing transaction content or removing non-operational 14 

costs. Maintaining these types of charges in the forecast would embed 15 

unreasonable and unrelated costs into rates for years to come. 16 

Cal Am’s Employee Expenses account contains costs that are non-17 

operational, out-of-state, and recreational in nature, making them unreasonable for 18 

inclusion in customer rates. 19 
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The Commission should: 1 

1. Exclude100% of the $463,952 Test Year 2027 Employee Expense 2 
forecast; 3 

2. Require Cal Am to fund discretionary employee entertainment, 4 
recognition, and travel from shareholder resources; and 5 

3. Direct Cal Am to maintain detailed transaction records identifying the 6 
purpose, location, and necessity of future employee reimbursements to 7 
ensure recoverability is limited to legitimate operational needs. 8 

This adjustment ensures ratepayers pay only for expenses directly tied to 9 

the provision of regulated water service and not for discretionary or out-of-state 10 

employee spending. 11 

J. Vehicle Insurance 12 
Cal Am’s recorded Vehicle Insurance expenses averaged approximately 13 

$79,000 annually between 2020 and 2024, with a last recorded year (2024) of 14 

$78,972.60 15 

The company’s TY 2027 forecast of $249,360 reflects a 217% increase 16 

over the recorded average and an increase over the most recent actual cost (2024). 17 

 
60 Cal Am RO Model file “ALL_CH04_O&M_RO.xlsb,” tab: “Sum Costs Before GO Alloc WS9A,” 
filtered for account “799;” Cal Am RO Model file “ALL_CH04_O&M_RO.xlsb,” tab: “Vehicle 
Insurance,” columns J through Q. 
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Table 4-9: Recorded v. Projected Vehicle Insurance Expense. 1 

Ref Year  Recorded/Forecast  
Amount 

($) 
1 2020 Recorded   $  64,215  
2 2021 Recorded   $  88,215  
3 2022 Recorded   $  79,061  
4 2023 Recorded   $  86,952  
5 2024 Recorded   $  78,972  
6  5Y Recorded Average $79,483 
7 2027 Forecast  (Cal Am)  $249,360  
8 2027 Escalated Recorded (3%/yr)   $  86,295  

(Source: Cal Am 2025 GRC Workpapers – Expense, Account 55110000 2 

“Insurance Vehicle”.) 3 

Cal Am provided no actuarial or insurer documentation demonstrating 4 

higher premiums, expanded fleet coverage, or material changes in risk 5 

exposure.61,62 The utility’s explanation that “increases reflect expected market 6 

trends” lacks quantification or evidence.63 7 

Cal Am provides no indication of vehicle fleet growth or material insurance 8 

market volatility that would justify such a steep increase. Insurance market data 9 

indicate modest or flat commercial auto premium growth (generally 2–5% per 10 

year), not the over 200% escalation Cal Am proposes.64 11 

Applying a reasonable 3% annual inflation factor to the 2024 recorded level 12 

yields a TY 2027 projection of $86,295, which represents current market trends 13 

while maintaining ratepayer protection from speculative cost expansion. The 14 

 
61 Cal Am RO Model file “ALL_CH04_O&M_WP_IOTG”  
62 Cal Am’s Response to Public Advocates Office’s Data Request SLM-03. 
63 Cal Am’s Response to Public Advocates Office’s Data Request SLM-03. 
64 PPI Industry Data for Direct Property and Casualty Insurers, Not Seasonally Adjusted, U.S. Bureau of 
Labor Statistics, available at: https://data.bls.gov/timeseries/PCU524126524126 [accessed January 3, 
2025 
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difference between Cal Am’s forecast and this adjusted value—$163,065—should 1 

be excluded because it is unsupported. 2 

Table 5-10: Vehicle Insurance Exclusion 3 

Ref  Description  Amount 
($) 

1 Cal Am TY 2027 Request  249,360 
2 Cal Advocates Recommended  86,295 
3 Exclusion  163,065 

 4 

Cal Am’s Vehicle Insurance forecast triples historical spending without any 5 

supporting evidence. Maintaining a 3% annual escalation of the 2024 recorded 6 

level provides a reasonable and evidence-based forecast. 7 

The Commission should: 8 

1. Adopt $86,295 as the reasonable TY 2027 Vehicle Insurance expense; 9 

2. Exclude $163,065 of Cal Am’s unsupported forecast; and 10 

3. Direct Cal Am to include renewal documents, actuarial summaries, and 11 
fleet data in its next GRC to substantiate any future insurance increases. 12 

These recommendations ensure rates reflect verifiable costs, not speculative 13 

forecasts. 14 

K. Meals Expense 15 
Cal Am’s workpapers show a recorded 2024 Meals Expense of $117,917 and a TY 16 

2027 forecast of $121,475, reflecting general escalation (reflecting 1% escalation 17 

annually) with no supporting analysis.65 Cal Am states the account “includes employee 18 

meals incurred during meetings, trainings, and business travel,” but it provided no policy 19 

guidance or documentation showing controls that distinguish recoverable from non-20 

recoverable meal costs. 21 

 
65 Cal Am RO Model file “ALL_CH04_O&M_RO.xlsb,” tab: “Sum Costs Before GO Alloc WS9A,” 
columns J through Q, filtered for account “799” and “Meals” 
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  1 

Cal Advocates issued a data request seeking Cal Am’s transaction listing 2 

and the three largest invoices supporting this account.66 Cal Am provided both. 3 

The results show multiple transactions inconsistent with just and reasonable 4 

ratemaking standards, including out-of-state restaurants, high-end venues, and 5 

charges that appear unrelated to utility business. 6 

Representative examples include: 7 

Table 6-11: Examples of egregious Meals expenses. 8 

Ref Date  Vendor / Location  
Amount 

($)  Observation 

1 3/22/2024 Halani Restaurant – 
Hawaii   $         253  Out-of-state resort meal 

2 
12/18/2024 

Callie   $      2,517  4 Luxury Restaurant;  

3 
2/12/2024 Four Points Hotel – 

San Diego, CA   $         136  
Hotel bar/restaurant charge. No 

business reason provided. 

4 
11/6/2024 Kona Steak and 

Seafood  $         111  High-end restaurant 

5 
5/17/2024 

Yard House   $         107  
No agenda or meeting purpose 

listed 
(Source: Cal Am Response to Data Request RK2-09 (799 Meals) April, 2025.) 9 

 10 

The invoices and transaction list contain no notations, attendee lists, or 11 

stated business purposes to establish that these meals were connected to utility 12 

operations. Several are explicitly stated to be “team gatherings” or “employee 13 

appreciation,” which are shareholder—not ratepayer—responsibilities.67 14 

Meals purchased outside California (e.g., Hawaii) cannot reasonably be 15 

considered necessary for California water operations. Similarly, charges at hotels, 16 

 
66 Cal Am’s Response to Public Advocates Office’s Data Request RK2-09. 
67 Cal Am’s Response to Public Advocates Office’s Data Request RK2-09. 
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airports, and sports venues represent convenience or entertainment spending rather 1 

than operational requirements. 2 

Cal Am did not provide any justification, policy documentation, or 3 

evidence of internal controls ensuring that meal charges meet Commission 4 

standards for recoverability. 5 

Because Cal Am failed to substantiate the operational necessity of any of 6 

these expenses, and because the nature of the transactions indicates discretionary 7 

or non-business use, Cal Advocates recommends excluding the entire TY 2027 8 

forecast of $121,475. The company should continue to fund employee and 9 

hospitality meals from shareholder resources. 10 

Cal Am’s Meals Expense account contains out-of-state, entertainment, and 11 

employee-appreciation spending inconsistent with prudent ratemaking. Ratepayers 12 

already fund salaries, benefits, and travel allowances; they should not subsidize 13 

discretionary meals and hospitality events that provide no direct benefit to water 14 

service. 15 

The Commission should: 16 

1. Exclude 100 percent of Cal Am’s TY 2027 Meals Expense ($121,475); 17 

2. Require Cal Am to fund employee and entertainment meals from 18 
shareholder resources; and 19 

3. Direct Cal Am, in its next GRC, to provide a documented meals policy, 20 
expense-reporting guidelines, and itemized evidence of business necessity 21 
for any claimed meal expenses. 22 

This adjustment ensures that only legitimate operational costs are recovered 23 

in customer rates. 24 
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L. Relocation Expenses 1 

Cal Am recorded $122,797 in relocation costs in 2020.68 There are a few 2 

sporadic entries in addition to the $122K in subsequent years but with no 3 

discernable pattern. Based on these data, Cal Am includes $30,205 in its TY 2027 4 

A&G forecast without documentation identifying any planned relocations during 5 

the test year. 6 

Relocation costs are inherently non-recurring, arising only when specific 7 

employees are transferred or newly hired from outside the area. Once those moves 8 

are complete, there is no ongoing or recurring expense. 9 

Cal Am’s own workpapers do not identify any upcoming relocations or 10 

hiring plans that would trigger future expenses. The utility merely carried forward 11 

the 2024 recorded amount, which contradicts the Class A rate case requirement to 12 

remove one-time costs from the forecast.69 13 

These expenses do not represent an ongoing cost of service and can distort 14 

the future revenue requirement if left unadjusted.  Additionally, relocation costs 15 

primarily benefit the company and employees, not ratepayers. Such discretionary 16 

expenditures are the responsibility of shareholders, unless Cal Am can show that 17 

the transfer directly enhances system reliability or regulatory compliance—which 18 

it has not. 19 

Cal Am provides no evidence of planned relocations, signed employment 20 

agreements, or corporate policy documents indicating that such costs will 21 

continue. 22 

 
68 Cal Am RO Model file “ALL_CH04_O&M_RO.xlsb,” tab: “Sum Costs Before GO Alloc WS9A,” 
columns J through Q, filtered for account “799” and “Relocation.” 
69 Cal Am RO Model file “ALL_CH04_O&M_RO.xlsb,” tab: “Sum Costs Before GO Alloc WS9A,” 
columns J through Q, filtered for account “799” and “Relocation” See also, Direct Testimony of Joey 
Chenat 22. 
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Because the relocation expense is a one-time, non-recurring charge without 1 

continuing impact on operations, it should be removed entirely from the forecast. 2 

Adopting this adjustment reduces Cal Am’s TY 2027 A&G expense by $30,205. 3 

Cal Am’s relocation expense is non-recurring and unrelated to ongoing 4 

utility operations. Under the Class A Rate Case Plan, one-time costs are not to be 5 

included in test year forecasts absent evidence of recurrence. 6 

The Commission should: 7 

1. Exclude the full $30,205 TY 2027 relocation expense; 8 

2. Direct Cal Am to exclude all non-recurring relocation and severance costs from 9 

future forecasts; an 10 

3. Require the company to separately track and identify any future relocation costs 11 

for individual employees for audit and transparency purposes. 12 

This adjustment aligns with established CPUC forecasting standards and 13 

ensures that ratepayers pay only for recurring operational expenses necessary to 14 

provide safe and reliable water service. 15 

M. Rent Expense 16 
Cal Am forecasts total TY 2027 rent expense of $3,889,670, an 18% 17 

increase over the 2024 recorded level of $3,296,243.70 Cal Advocates reviewed 18 

the company’s rent forecast by location and identified several areas where the 19 

projection exceeds known and measurable lease costs or includes non-recurring 20 

items. 21 

  a. San Francisco – 550 California Street (Commences 2025) 22 

1) Replaces prior lease at 555 Montgomery Street. 23 
2) New lease results in an estimated monthly savings of approximately 24 

$6,898 (or $82,776 annually). 25 

 
70 Cal Am RO Model file “ALL_CH04_O&M_RO.xlsb,” tab: “Sum Costs Before GO Alloc WS9A,” 
columns J through Q, filtered for account “811” and “Relocation” See also, Direct Testimony of Joey 
Chen at 24. 
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The TY forecast should reflect this known cost reduction rather than apply 1 

a generic escalation. 2 

b. Sacramento Headquarters – 700 Riverpoint Drive (Commences 3 

2026) 4 

1) Cal’s Am’s current San Diego HQ lease does not expire until 2030. 5 
2) Cal Am’s current Sacramento location lease does not expire until 2028. 6 

The new space would not be used and useful for the entire three-year GRC 7 

period so expenses related to the new office space should be excluded from rates. 8 

Cal Am forecasts $2,585,784 in rent for its CAW Corporate, San Diego and 9 

Sacramento districts but removing Cal Am’s proposed expenses related to non-10 

used and useful/duplicative assets reduces this amount to $1,238,295 in TY2027.71 11 

c. Monterey – 511 Forest Lodge Road (Lease expires 2027) 12 

1) TY 2027 expense is more than 10 times attrition year amounts meaning 13 
a ratemaking adjustment is needed to ensure Cal Am does not over-14 
collect in attrition years    15 

2) If Cal Am executes its bargain purchase option meaning that, 16 
conditional upon Commission approval of project, if purchase is 17 
approved then, rent cost must be capitalized and removed from 18 
expenses. 19 

If Cal Am purchases the facility, rent expense for this location will be 20 

unnecessary (the facility should be capitalized instead). Even though rent may not 21 

be necessary, Cal Am still forecasts the full expense in TY 2027 but reduces the 22 

rent in attrition years 2028 and 2029. To ensure that Cal Am does not over collect 23 

its forecasted rent expense, Cal Advocates levels out Cal Am’s forecast to ensure 24 

expenses are not over collected in attrition years. This adjustment reduces Cal 25 

Am’s forecast from $758,140 to $297,879. 26 

 
71 Cal Am’s recorded 2024 expense for the CAW Corporate, San Diego and Sacramento districts was  
$1,136,050. Cal Advocates escalates this amount by 3% annually to estimate a reasonable TY 2027 
expense. $1,136,050 * 1+(.03)3 = $1,238,295. 
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Cal Am applied generic escalation factors to rent expense subaccounts.  For 1 

consistency, Cal Advocates applies market index escalation (3%) to known 2 

contractual amounts and removes duplicate or non-recurring rent entries recorded 3 

for vacated spaces. Cal Advocates’ adjustments by major rent component are 4 

summarized below: 5 

Table 7-12: Rent Adjustments 6 

Category  Company 
Forecast 

(TY 2027)  

Cal Advocates 
Recommended 

(TY 2027)  
Adjustment 

($)  Basis 

San Francisco (550 
California St.)   $    350,000   $        267,000   $ –83,000   

Reflects $82,776 
annual savings from 
new lease 

Sacramento HQ 
(700 Riverpoint Dr.)  

 $ 2,585,784   $      1,238,295  
 $ –
1,347,489   

Removes capitalized 
build-out and 
purchase-option costs 

Monterey (511 
Forest Lodge vs. 
Ryan Ranch)   $    758,140   $        279,879  $ –478,261   

Excludes speculative 
Ryan Ranch relocation 
costs 

Other District Rents  
 $ 353,886   $      326,876    $ –27,010 

Caps escalation at 
market index; removes 
duplicates 

Total Rent Expense   $ 3,889,670   $      2,112,050  
$ –
1,777,620   — 

(Source: A.25-07-003, “ALL_CH04_O&M_RO.xlsb,” Tab “Sum Costs 7 

Before GO Alloc WS9A” filtered for account “811” and “Relocation” at Columns 8 

J through Q; see also the Direct Testimony of Joey Chen, California-American 9 

Water Company 2025 GRC Final Application, p. 24.”).72 10 

Cal Advocates’ recommended TY 2027 rent expense of $3,367,000 reflects 11 

known and measurable contractual obligations, excludes speculative and 12 

 
72 Cal Am RO Model file “ALL_CH04_O&M_RO.xlsb,” tab: “Sum Costs Before GO Alloc WS9A,” 
columns J through Q, filtered for account “811” and “Relocation;” See also, Direct Testimony of Joey 
Chenat 24. 
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capitalized items, and conforms to the Class A Water Rate Case Plan forecasting 1 

principles. 2 

The Commission should: 3 

1. Adopt $3,367,000 as the reasonable TY rent expense; 4 

2. Exclude purchase-option payments, move/build-out costs, and speculative 5 

leases from operating expense recovery; and 6 

3. Direct Cal Am to document lease renewals and any new space acquisitions in its 7 

next general rate case to ensure consistency and transparency. 8 

This recommendation ensures ratepayers fund only actual, recurring rent 9 

obligations necessary to maintain utility operations. 10 

IV. CONCLUSION 11 

The evidence presented in this testimony demonstrates that Cal Am’s proposed 12 

A&G expenses for TY 2027 are excessive, unsupported, and inconsistent with 13 

Commission standards of prudence and reasonableness. 14 

Cal Advocates’ review identified numerous forecast errors, non-recurring items, 15 

and discretionary expenses that do not represent legitimate costs of providing safe and 16 

reliable water service. Many of the company’s projections were based on escalation or 17 

corporate-level assumptions rather than known and measurable changes required under 18 

the Class A Water Rate Case Plan. 19 

Across all reviewed categories, including property insurance, regulatory expenses, 20 

dues and memberships, community outreach, meals, employee reimbursements, vehicle 21 

and rent expenses, Cal Advocates’ recommendations apply a consistent, evidence-based 22 

approach rooted in Commission precedent, recorded data, and statutory ratemaking 23 

principles under Public Utilities Code Section 451. 24 

These adjustments collectively: 25 

1. Remove non-recurring and speculative items (e.g., relocation, hardship 26 
program expansions, and capitalized build-out costs); 27 
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2. Exclude entertainment, hospitality, and employee benefit expenses that are 1 
properly borne by shareholders; 2 

3. Normalize insurance, rent, and membership costs using verifiable recorded 3 
data and modest inflationary escalation; and 4 

4. Preserve ratepayer protection while ensuring Cal Am retains sufficient funding 5 
to maintain safe and reliable operations. 6 

Cal Advocates’ recommended adjustments reduce total A&G expenses to a level 7 

that is reasonable, evidence-based, and consistent with Commission policy. Adopting 8 

these recommendations will prevent unjustified rate increases, promote accountability, 9 

and align Cal Am’s cost recovery with prudent utility management practices. 10 

Accordingly, the Commission should adopt Cal Advocates’ TY 2027 11 

recommendations in full.  12 
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QUALIFICATIONS AND PREPARED TESTIMONY 
of 

Roy Keowen 
 

Q.1  Please state your name and address.  

A.1 My name is Roy Keowen. My business address is 505 Van Ness Avenue, San 

Francisco, California 94102.   

 

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

A.2 I am employed by the California Public Utilities Commission’s Public Advocates 

Office, in the Water Branch, as a Regulatory Analyst.  

 

Q.3  Please describe your educational and professional experience. 

A.3 I hold a Bachelor of Arts in Political Science with coursework in public policy and 

economics. I have more than eleven years of experience in utility regulation and rate 

analysis. My work includes auditing and evaluating Class A and B water utilities’ 

general rate case applications, analyzing administrative and general (A&G) expenses, 

and preparing testimony and recommendations before the California Public Utilities 

Commission. 

 Before joining the Public Advocates Office, I worked in construction management, 

retail operations, and nonprofit administration. This broad experience provides 

practical insight into cost allocation, operational efficiency, and consumer protection.  

 

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

A.4 In Application A.25-07-003, I am responsible for reviewing California-American 

Water Company’s Administrative and General (A&G) expenses, including property 

insurance, regulatory affairs, dues and memberships, community partnerships, meals, 

relocation, and rent. My analysis evaluates whether Cal Am’s proposed expenses are 
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just, reasonable, and consistent with Commission policy and the Public Utilities 

Code.   

 

Q.5  Does that complete your prepared testimony?  

A.5 Yes, it does. 
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Attachment 1-2: Cal Am Response to Data 
Request SLM-03 
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Attachment 1-3: Cal Am Response to Data 
Request RK2-02  
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Attachment 1-4: Cal Am Response to 
Data Request RK2-03  
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Attachment 1-5: Cal Am Response to 
Data Request RK2-04 
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Attachment 1-6: Cal Am Response to 
Data Request RK2-05 
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Attachment 1-7: Cal Am Response to 
Data Request RK2-06 
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Attachment 1-8: Cal Am Response to 
Data Request RK2-07 
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Attachment 1-9: Cal Am Response to 
Data Request RK2-08 
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Attachment 1-10: Cal Am Response to 
Data Request RK2-09 
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Attachment 1-11: Cal Am Response to 
Data Request RK2-010 
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Attachment 1-12: Cal Am Response to 
Data Request RK2-011 
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