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MEMORANDUM 1 

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

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

information presented by Southern California Edison Company (“SCE”) in Application 4 

(“A.”) 26-04-017 to provide the California Public Utilities Commission (“Commission” 5 

or “CPUC”) with recommendations in the interests of ratepayers for safe and reliable 6 

service at the lowest cost.  Mr. Mehboob Aslam is Cal Advocates’ project lead for this 7 

proceeding.  Mr. Victor Chan is the oversight supervisor, and Ms. Marybelle Ang is the 8 

legal counsel. 9 

Although every effort was made to comprehensively review, analyze, and provide 10 

the Commission with recommendations on each ratemaking and policy aspect presented 11 

in the Application, the absence from Cal Advocates’ testimony of any particular issue 12 

should not be construed as either agreement or disagreement of the underlying request, 13 

methodology, or policy position related to that issue. 14 
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EXECUTIVE SUMMARY 1 

In this application, Southern California Edison (SCE) requests Commission’s 2 

authorization to revise and increase its Tariff Schedule Fresh Water Yield (FWY) to 3 

reflect an increase in its Safe Annual Yield (SAY), primarily due to increase in water 4 

production of its desalination plant. SCE also requests approval of a Special Agreement 5 

with Santa Catalina Islan Company (SCICo), which would increase the water allocation 6 

to SCICo. Finally, SCE requests revision of the Water Requirement Factors in its existing 7 

Tariff Rule 3. 8 

The Commission should authorize a revised Tariff Schedule FWY based on a 9 

lower Safe Annul Yield of 405.3 Acre Fee Per Year (AFY) to correctly account for 10 

significant water loss within the system. The Commission should also reject SCE’s 11 

request to revise the existing Water Requirement Factors in Tarriff Rule 3, as SCE fails to 12 

provide sufficient support for the proposed revisions. Additionally, the Commission 13 

should reject the proposed Special Agreement between SCE and SCICo until both parties 14 

agree on the value of easement that SCE will acquire from SCICo and consider the 15 

ongoing Operations and Maintenance (O&M) expenses in determining the appropriate 16 

amount of water allocation to SCICo. Once the parties agree on the easement value, the 17 

Commission should require SCE to file a separate application or a Tier 3 Advice Letter.  18 

 19 



 

1-1 

CHAPTER 1 SAFE ANNUAL YIELD, TARIFF RULE 3, AND PROPOSED 1 
SPECIAL AGREEMENT 2 

I. INTRODUCTION 3 
The Safe Annual Yield, the Water Requirement Factors in Tariff Rule 3, and the 4 

proposed Special Agreement between SCE and the Santa Catalina Island Company 5 

(SCICo) are closely related issues.  A reasonable Safe Annual Yield is necessary to 6 

determine whether the water systems have the available water supply to serve new 7 

customers while maintaining reliable supply for existing customers.  The Water 8 

Requirement Factors in Tariff Rule 3 are necessary to determine the amount of water 9 

supply that a potential new customer will need.  The proposed Special Agreement 10 

between SCE and SCICo concerns the amount of water allocated to a proposed 11 

connection and the corresponding contribution from SCICo.  Cal Advocates reviewed 12 

SCE’s testimony, conducted discovery, and performed relevant research to develop the 13 

following recommendations. 14 

II. SUMMARY OF RECOMMENDATIONS 15 
• The Commission should adopt a Safe Annual Yield of 405.3 acre feet per year 16 

(AFY) to account for the Middle Ranch, Avalon, and Toyon (MRAT) Water 17 
System’s leakage.  Water loss in the MRAT Water System is significant and 18 
should be accounted for in the Safe Annual Yield.   19 

• The Commission should maintain the same Water Requirement Factors for 20 
residential buildings and Hotels/Bed & Breakfasts as currently established in 21 
the current Tariff Rule 3.  SCE has not provided sufficient evidence to 22 
establish that Water use in the Hotels/Bed & Breakfast category is comparable 23 
to that of the Single Family/Duplex house category.   24 

• The Commission should reject the proposed Special Agreement between SCE 25 
and SCICo until both parties agree on the value of the Easement that SCE will 26 
acquire from SCICo.  27 

• The Commission should require SCE and SCICo to include Operation and 28 
Maintenance Costs in the Contribution Calculation in a future proposed Special 29 
Agreement.  SCE may submit an application or a Tier-3 Advice Letter to the 30 
Commission after SCE and SCICo agree on the Easement value. 31 
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III. ANALYSIS 1 
SCE is a Class C water utility that serves Santa Catalina Island, and operates 2 

multiple water systems including the Middle Ranch, Avalon, and Toyon Integrated Fresh 3 

Water System (MRAT Water System) and the Isthmus and West End Integrated Fresh 4 

Water System (Isthmus and West End Water System).1  SCE’s tariff refers to the MRAT 5 

and Isthmus and West End water systems jointly as the Integrated Fresh Water System.2  6 

SCE proposes that the Commission revise SCE’s water utility’s Tariff Schedule Fresh 7 

Water Yield (Schedule FWY) pursuant to Tariff Rule 3 – Application for Service, revise 8 

the Water Requirement Factors in Tariff Rule 3, allocate water per an Agreement for 9 

Desalination System Enhancements Between SCE and SCICo (Special Agreement), and 10 

approve the Special Agreement.3   11 

SCE’s proposed revisions to Schedule FWY consist of two changes to the Safe 12 

Annual Yield of the MRAT Water System, including increases due to desalination 13 

facility improvements and reductions to existing groundwater well production.4  After 14 

these revisions, the MRAT Water System’s Safe Annual Yield would increase from 15 

547.8 acre feet per year (AFY) to 569.5 AFY.5  SCE’s proposed Schedule FWY revisions 16 

do not change the Safe Annual Yield of the Isthmus and West End Integrated Fresh 17 

Water System. 18 

 
1 Testimony in Support of Application of Southern California Edison Company (U 338-E) for Authority 
To Revise and Increase the Safe Annual Yield, Revise Rule 3, and Allocate Water Per a Special 
Agreement for its Class C Water Utility (SCE Mackenzie and Spencer Testimony) at 1 to 2. 
2 SCE “Catalina Increase to SAY” Workpapers, Rate Schedule FWY at 2. 
3 SCE Mackenzie and Spencer Testimony at 1, lines 3 to 14. 
4 SCE Mackenzie and Spencer Testimony at 5, lines 1 to 24. 
5 In response to discovery, SCE stated that two well capacity adjustments in its Safe Annual Yield 
calculation are errors.  The result of SCE’s proposed Safe Annual Yield calculation based on the correct 
well capacity adjustments is 569.5 AFY.  See Attachment 1-2: SCE’s Response to Data Request (DR) 
AA9-001, Item 1.f. 
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A. The Commission should adopt a Safe Annual Yield of 405.3 AFY 1 
to accurately reflect the MRAT Water System’s leakage. 2 

The Commission has stated that the Safe Annual Yield determines water 3 

availability.6  Therefore, the Safe Annual Yield should be based on the annual amount of 4 

fresh water available to the water system’s customers.  Once adopted, the utility may 5 

compare the Safe Annual Yield to the water consumed by customers and determine 6 

whether excess water supply is available for allocation to new customers.   7 

The MRAT Water System’s freshwater-producing sources include groundwater 8 

wells and desalination facilities.  SCE states that the Safe Annual Yield generally refers 9 

to the annual amount of water that can be withdrawn from a groundwater basin equal to 10 

the replenishment rate in addition to the permitted production capacity of the desalination 11 

facilities.7  While it is reasonable to consider groundwater and desalination facility 12 

capacity as a basis for Safe Annual Yield, water loss is another significant limitation on 13 

the amount of water supply available to customers and should be reflected in the 14 

calculation.  Accounting for water loss is consistent with the Safe Annual Yield’s 15 

description as “Total fresh water resources from the Integrated Fresh Water System 16 

available for allocation” in the existing Tariff’s Schedule FWY.8 17 

The Commission has historically considered water loss in determining Safe 18 

Annual Yield.  In 1978, the Commission reviewed SCE’s application to provide fresh 19 

water service to new residential units.  In the year preceding that application, the 20 

Commission determined that SCE’s water resources were inadequate to meet the 21 

potential demands of existing customers and restricted SCE from connecting new 22 

customers until it increased its water supply.9  In that application, SCE requested that the 23 

 
6 Decision (D.) 90-05-033 at 1. 
7 SCE Mackenzie and Spencer Testimony at 1, lines 21 to 23 and footnote 3. 
8 SCE “Catalina Increase to SAY” Workpapers at 2. 
9 D.89190 at 1. 
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Commission add the production capacity of newly drilled wells and lift the restriction.10  1 

The Commission added the incremental capacity of the newly drilled wells with a 10% 2 

water loss.11 3 

The Commission has used water loss or “leakage” as a reduction to Safe Annual 4 

Yield.  In 1980, the Commission adopted a Safe Annual Yield that was equal to the total 5 

production of its water sources less “leakage.”  While the total production at the time was 6 

551 AFY, the Commission reduced the production capacity by a 10% leakage amount 7 

which equals to 52 AFY.  This reduction resulted in an adjusted Safe Annual Yield of 8 

499 AFY.12  The Commission has revised the Safe Annual Yield over the years but has 9 

maintained leakage in the calculation.13  This demonstrates that the Commission has 10 

historically adopted a Safe Annual Yield at a level below the full production capacity to 11 

account for leakage. 12 

The leakage variable that SCE proposes to use in its current Safe Annual Yield 13 

calculation fails to account for the actual water loss of its water systems.  SCE’s current 14 

adopted leakage amount is equal to 44 AFY, which is about 10% of the groundwater well 15 

capacity.14  SCE proposes to apply a leakage variable to each water source and update the 16 

calculation to reflect changes in groundwater well capacity, but it does not propose to 17 

change the leakage factor of 10% to reflect the system’s actual water loss.  This contrasts 18 

sharply with SCE’s actual water loss of 33.4% in its water systems.  According to SCE’s 19 

water audit, which follows the guidelines of the American Water Works Association, 20 

 
10 D.89190 at 1. 
11 D.89190 at 3. 
12 D. 90-05-033 at 5. 
13 Attachment 1-2: SCE’s Response to DR AA9-001, Item 1.b. 
14 SCE Mackenzie and Spencer Testimony at 8, Table II-2: Schedule FWY - MRAT Water System 
Capacities (current) Including Leakage by Water Source. 
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SCE’s water systems had a water loss of 182 AFY out of 545 AFY production, or 33.4% 1 

in 2025.15  2 

Water loss is an important limitation when considering water available to 3 

customers on SCE’s water systems on Santa Catalina Island.  Therefore, it is 4 

unreasonable to only apply the leakage variable to the individual water sources.  If water 5 

is lost through a break in the pipeline or at any point in the distribution system, that water 6 

produced by a ground water well or desalination facility is not available for customer use.  7 

Accordingly, system-wide water loss should be reflected in the Safe Annual Yield 8 

calculation, regardless of where the loss occurs.   9 

The water loss on SCE’s water systems has increased since SCE started to 10 

measure it in 2014.16  Water loss on the SCE water systems has more than doubled from 11 

15.2% in 2014 to 33.4% in 2025.  The Commission should recognize that water loss for 12 

SCE’s water systems has increased, which in turn has reduced the total water that can be 13 

allocated to customers.  The figure below shows SCE’s water loss over time.   14 

  15 

 
15 Attachment 1-3: 2025 AWWA Water Audit for SCE Catalina Excerpt. 
16 Attachment 1-4: SCE Response to DR AA9-002, Item 1.e. 
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Figure 1-1: SCE Water System Water Loss from 2014 to 2025 1 

  2 
 3 

SCE unreasonably contends that it accounts for water loss during allocation.  In 4 

response to discovery, SCE stated that its calculated system demand already accounts for 5 

actual system water loss.17, 18  However, demand is not part of the Safe Annual Yield 6 

calculation.  SCE states that it considers system water loss when determining whether 7 

sufficient water supply is available to allocate to new customers,19 but, as explained 8 

below, SCE’s methodology for accounting for water loss is unreasonable.  9 

SCE argues that Water Requirement Factors generally account for the water 10 

demand, including water loss, of new projects.20  In general, Water Requirement Factors 11 

are specified in SCE’s Tariff Rule 3 and are used by the utility to calculate the demand 12 

for planned water uses.21  For example, using the Water Requirement Factors, SCE 13 

 
17 Attachment 1-4: SCE’s Response to DR AA9-002, Item 2.b. 
18 The current Schedule FWY includes language indicating water system Demand includes a water loss 
factor.  See SCE “Catalina Increase to SAY” Workpapers at 3. 
19 Attachment 1-4: SCE’s Response to DR AA9-002, Item 2.b. 
20 Attachment 1-4: SCE’s Response to DR AA9-002, Item 2.b. 
21 SCE Mackenzie and Spencer Testimony at 14, lines 4-5. 
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estimated that Mt. Ada project’s annual water demand is 14.38 AFY, which SCE breaks 1 

down into 9.29 AFY of metered use and 5.09 AFY attributed to water loss.22  However, 2 

SCE’s assumption that Water Requirement Factors account for system water loss is 3 

unsupported based on a review of the study that established them.  An independent study 4 

established the Water Requirement Factors in 1979.23   5 

First, the study does not state that system water loss was considered when 6 

developing the Water Requirement Factors.24  Rather, the study based its findings on 7 

customers’ billing histories for different types of water uses, such as residential buildings 8 

or hotels.25  Because billing histories are based on metered customer water use, they do 9 

not establish the amount of system water lost before reaching customers.   10 

Second, even if SCE could demonstrate that the study considered system water 11 

loss, it is unreasonable to assume that the level of water loss reflected in the 1979 study 12 

remains representative of SCE’s water systems in 2026.  As shown above by Figure 1-1, 13 

SCE’s water loss increased from 15.2% in 2014 to 33.4% in 2025.  Therefore, the 14 

Commission should reject SCE’s position that Water Requirement Factors account for 15 

SCE’s current system water loss.  16 

Moreover, SCE’s approach to include water loss in Demand does not address 17 

whether the Safe Annual Yield itself accurately represents the amount of water available 18 

for allocation.   19 

To accurately calculate the Safe Annual Yield, the Commission should first update 20 

the desalination facility capacity to 317.5 AFY, the Middle Ranch Wells’ capacity to 372 21 

AFY, the Toyon Canyon Well’s capacity to 16 AFY, and remove the capacities of the 22 

 
22 Attachment 1-4: SCE’s Response to DR AA9-002, Item 2.e. 
23 SCE Mackenzie and Spencer Testimony at 4, lines 24-25. 
24 SCE “Catalina Increase to SAY” Workpapers at 109-136. 
25 SCE “Catalina Increase to SAY” Workpapers at 136. 
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Bullrush and Eagle’s Nest wells, pursuant to the updates to production capacity described 1 

in SCE’s testimony.26   2 

The Commission should also reduce the yields of Middle Ranch Wells to 278 3 

AFY and the Toyon Canyon Well to 13 AFY, pursuant to SCE’s adjustments to support 4 

drought resiliency, which reduce Middle Ranch Wells’ yield by 94 AFY and the Toyon 5 

Canyon Well yield by 3 AFY.27   6 

Next, the Commission should apply a 33.4% system water loss factor to the total 7 

annual yield, instead of 10% leakage rate at the production source as proposed by SCE.  8 

This 33.4% factor is the water loss reported by SCE in 2025.28  The 33.4% system water 9 

loss results in a leakage of 203.2 AFY as shown below.   10 

Figure 1-2: Cal Advocates’ Leakage Calculation 11 

Leakage = Water Loss Factor12 × Total Yield after Drought Resiliency Adjustments 13 = 33.4% × ሺ278 + 317.5 + 13ሻ AFY = 203.2 AFY. 14 

 15 

Whereas SCE’s proposed 10% leakage is equal to 39 AFY as shown in Table 1-16 

1.29  Therefore, SCE greatly understates the water loss or leakage in the system and 17 

distorts the availability of water supply of the MRAT Water System with an overstated 18 

Safe Annual Yield of 569.5 AFY. 19 

 
26 SCE Mackenzie and Spencer Testimony at 5. 
27 SCE first reduces its wells’ yields by 10% for leakage, then reduces yields due to drought resiliency. 
Cal Advocates applies leakage after the drought resiliency adjustment.  SCE’s drought resiliency 
adjustment reduces the Middle Ranch Wells’ yield of 335 AFY by 94 AFY, resulting in 241 AFY, and 
the Toyon Canyon Well’s yield of 14 AFY by 3 AFY, resulting in 11 AFY in its Mackenzie and Spencer 
Testimony at 5.  To account for drought resiliency, Cal Advocates reduces the Middle Wells’ yield of 372 
AFY by 94 AFY, resulting in 278 AFY, and the Toyon Canyon Well’s yield of 16 AFY by 3 AFY, 
resulting in 13 AFY. 
28 Attachment 1-3: 2025 AWWA Water Audit for SCE Catalina Excerpt. 
29 SCE's Leakage = SCE's Middle Ranch Wells Leakage + SCE's Toyon Canyon Well Leakage =ሺ372 − 335ሻAFY + ሺ16 − 14ሻAFY = 39 AFY. 
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The Commission should reduce the total annual yield by the leakage of 203.2 1 

AFY, resulting in a Safe Annual Yield of 405.3 AFY as shown below.   2 

Figure 1-3: Cal Advocates’ Safe Annual Yield Calculation 3 

Safe Annual Yield = Total Yield after Drought Resiliency Adjustments − Leakage4 = ሺ278 + 317.5 + 13ሻ AFY − 203.2 AFY = 405.3 AFY. 5 

 6 

Table 1-1 summarizes the difference between Cal Advocates’ and SCE’s proposed 7 

Safe Annual Yield calculations.   8 

Table 1-1: Difference Between Cal Advocates and SCE’s Safe Annual Yield 9 
(A) 
Water 
Source 

(B) 
Production 
Capacity 
(AFY) 

SCE Cal Advocates 
(C) 
After 10% 
Leakage 
(Applied 
to each 
Water 
Source) 

(D) 
After 
Drought 
Resiliency 

(E) 
After 
Drought 
Resiliency 

(F) 
33.4% 
Leakage 
(Separate 
at the 
System 
Level) 

Middle 
Ranch Wells 

372 335 241 278 278 

Pebbly 
Beach 
Desalination 
Facility 

317.5 317.5 317.5 317.5 317.5 

Toyon 
Canyon Well 

16 14 11 13 13 

Leakage -- -- -- -- (203.2) 
Safe Annual 
Yield 

-- -- 569.5 -- 405.3 

  10 

B. The Commission should maintain the existing Water 11 
Requirement Factors for residential buildings and Hotels/Bed & 12 
Breakfasts in Tariff Rule 3. 13 

Water Requirement Factors are necessary to determine whether there is sufficient 14 

water supply to serve new customer connections.  While Safe Annual Yield is used to 15 

determine the total amount of water supply that may be allocated to all customers, and 16 
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existing system demand can account for the water system’s current consumption, it is still 1 

necessary to calculate the water demand associated with a proposed customer connection.  2 

The utility calculates the proposed customer’s demand using the Water Requirement 3 

Factors.30  If there is a surplus after reducing Safe Annual Yield by existing demand, then 4 

the utility can determine whether the surplus can accommodate required demand of the 5 

proposed customer connection.31  Consequently, Water Requirement Factors impact 6 

whether new developments can obtain water service and whether those developments can 7 

proceed. However, the Water Requirement Factors should not be used as a substitute for 8 

accurately accounting for actual system water loss in the Safe Annual Yield calculation. 9 

Safe Annual Yield and Water Requirement Factors serve different purposes: Safe Annual 10 

Yield determines the amount of water available for allocation, while Water Requirement 11 

Factors determine the amount of water expected to be required by a proposed new 12 

connection.32, 33 13 

The existing Tariff Rule 3 section on the Application for Service specifies Water 14 

Requirement Factors for multiple categories of developments.  SCE proposes reducing 15 

the Water Requirement Factors for developments in several categories of residential 16 

buildings and the Hotel/Bed & Breakfast category. SCE’s proposal would reduce the 17 

water surplus necessary by 47% before a hotel can be built.34  The following table 18 

compares the individual Water Requirement Factors that SCE proposes to change with 19 

the existing factors in gallons per capita per day (GPCD): 20 

  21 

 
30 SCE Mackenzie and Spencer Testimony at 14, lines 4 to 7. 
31 SCE “Catalina Increase to SAY” Workpapers at 3, Schedule No. FWY, Special Condition 2. 
32 SCE Mackenzie and Spencer Testimony at 14, lines 4 to 7. 
33 SCE “Catalina Increase to SAY” Workpapers at 2. 
34 For a hotel using saltwater for sanitation, SCE’s proposal would reduce the water use factor from 75 to 
40 gallons per capita per day. 
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Table 1-2: Difference Between Existing and SCE’s  1 
Proposed Water Requirement Factors 2 

(A) 
Category 

SCE’s Proposed Use 
Factor35 (GPCD) 

Existing Use Factor 
(GPCD) 

(B) 
Saltwater 

(C) 
Freshwater 

(D) 
Saltwater 

(E) 
Freshwater 

Apartment/Dorm/Mobile 
Housing 

40 50 45 60 

Single Family/Duplex 40 50 40 50 

Condominium 40 50 90 105 

Hotel/Bed & Breakfast 40 50 75 90 

 3 

SCE’s proposal significantly reduces Water Requirement Factors.  In response to 4 

discovery, SCE stated that changes to Water Requirement Factors only affect new 5 

customer connections and customers who add or modify their water use, such as 6 

converting a facility.36  SCE’s proposal drastically impacts the allocation to SCICo’s 7 

proposed Mt. Ada Project.  SCICo’s Mt. Ada Project includes a proposed hotel with 74 8 

rooms.  According to SCE, reducing the Water Requirement Factor would decrease the 9 

calculated water supply requirement for the Mt. Ada Project from 14.38 to 8.58 AFY.37  10 

The difference of 5.8 AFY is significant and represents more than 10% of the MRAT 11 

Water System’s Safe Annual Yield. Thus, although SCE characterizes changes to the 12 

Water Requirement Factors as affecting only new or modified customer connections, the 13 

proposed changes could materially affect the amount of water supply available for 14 

allocation to new development. 15 

SCE’s application lacks sufficient evidence to justify such a significant change to 16 

Water Requirement Factors.  SCE cites several factors in support of its proposal, such as 17 

 
35 SCE Mackenzie and Spencer Testimony at 17, Table III-6: Rule 3 Water Requirement Factors 
(proposed). 
36 Attachment 1-2: SCE Response to DR AA9-001, Item 2.c. 
37 SCE Mackenzie and Spencer Testimony at 4, lines 8 to 10. 
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historical changes in water consumption since the 1979 establishment of Water 1 

Requirement Factors, the conservation practices of hotels, its estimate that 23% of current 2 

residential water customers operate as short-term vacation rentals, and the fact that the 3 

City of Avalon does not distinguish between the residential buildings and Hotels/Bed & 4 

Breakfasts in its permitting process.38   5 

However, these factors do not serve as a substitute for applicable water use data.  6 

SCE states that the Water Requirement Factors were established by an independent water 7 

study.  Yet, in response to discovery, SCE states that it has not collected data on the water 8 

consumption by customer water use category, such as the Hotels/Bed & Breakfast 9 

category.39  Therefore, there are no available data to support the Hotels/Bed & Breakfasts 10 

are using water per capita at the same level as single family or duplex housing unit or a 11 

47% reduction in the applicable Water Requirement Factor.  12 

Although Hotels/Bed & Breakfasts do have the potential to conserve water, the 13 

record does not establish the extent to which Hotels/Bed & Breakfasts on Santa Catalina 14 

Island have reduced their water consumption.  The United States Environmental 15 

Protection Agency estimated that commercial buildings that implement water-efficient 16 

practices could decrease water use by 15%.40  However, this is still far less than the 47% 17 

reduction proposed by SCE. Furthermore, it does not provide a basis to conclude that 18 

such a reduction is warranted for Hotels/Bed & Breakfast on Santa Catalina Island.  SCE 19 

also refers to its estimate that 23% of residential water customers operate as vacation 20 

rentals,41 but fails to support how such conversion changes the water consumption.  In 21 

fact, the Drought Contingency Plan, prepared by SCE’s consultants states that visitors 22 

generally consume more water per capita than residents.42  This evidence does not justify 23 

 
38 SCE Mackenzie and Spencer Testimony at 14 to 17. 
39 Attachment 1-2: SCE’s Response to DR AA9-001, Item 2.a. 
40 Attachment 1-5: US EPA Article “Saving Water in Hotels.” 
41 SCE Mackenzie and Spencer Testimony at 16, lines 22 to 23. 
42 Attachment 1-6: Catalina Island Water System Drought Contingency Plan Excerpt at 1-26. 
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treating Hotels/Bed & Breakfasts as having the same water requirements as residential 1 

customers and instead supports the need to maintain greater Water Requirement Factors 2 

for Hotels/Bed & Breakfasts compared to houses.  3 

Due to limited fresh water resources on Santa Catalina Island, Water Requirement 4 

Factors should be set to safely account for customers’ potential water usage.  In response 5 

to discovery, SCE states that customers’ actual usage may be different than the allocated 6 

amount based on Water Requirement Factor calculations.43  Beyond finding unauthorized 7 

material changes in fresh water use, SCE did not state that it would prohibit a customer 8 

from exceeding its allocated amount.44  For these reasons, the Commission should reject 9 

SCE’s proposed changes and maintain the Water Requirement Factors at their current 10 

levels.  11 

C. The Commission should reject the proposed Special Agreement 12 
until SCE and SCICo agree on the value of the Easement that 13 
SCE will acquire from SCICo. 14 

SCE proposes that the Commission approve the Special Agreement between SCE 15 

and SCICo to allocate part of the Safe Annual Yield to SCICo for its proposed Mt. Ada 16 

Project.  The Special Agreement would grant SCE an easement on SCICo’s property to 17 

build and operate the Desalination Enhancements Project.  In addition, SCE would 18 

receive a financial contribution of $500,000 toward the Project.  The Desalination 19 

Enhancement Project is expected to increase the water production capacity, which in turn 20 

would increase Safe Annual Yield by 88.46 AFY.45  In exchange for its contribution, 21 

SCICo would receive an allocation of the Safe Annual Yield.  The value of the Easement 22 

and SCICo’s corresponding contribution will affect SCE’s water customers’ rates. 23 

The growth of new developments on Santa Catalina Island is constrained by the 24 

water allocations that can be made with the water systems’ Safe Annual Yield.  SCE 25 

 
43 Attachment 1-4: SCE’s Response to DR AA9-002, Item 4.c. 
44 Attachment 1-4: SCE’s Response to DR AA9-002, Item 4.b. 
45 SCE Mackenzie and Spencer Testimony at 20, lines 2 to 3. 
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maintains a waitlist of applications for new connections.46  Based on the conditions of 1 

SCE’s tariff, customers who contribute to increasing the Safe Annual Yield may receive 2 

an allocation ahead of their place on the waitlist.47  Because SCE’s waitlist has 3 

approximately 30 customers,48 the Commission should review whether the allocation 4 

proposed by the Special Agreement is just and reasonable.   5 

SCE presents the following calculations as assessment for the allocation:   6 

Figure 1-4: SCE’s Allocation Formula 7 

Allocation = ൬SCICo's Phase 1 Financial Contribution
Overall Phase 1 Project Costs ൰ × ሺDesal SAY Increaseሻ 8 

 9 

Figure 1-5: Allocation Calculation (Case 1) 10 

 Allocation = ቀ $ହ଴଴,଴଴଴ା$ଵ,ଶଶ଺,଴଴଴$ଵଶ,଻ଵ଴,଴଴଴ା$ଵ,ଶଶ଺,଴଴଴ቁ × ሺ88.46 AFYሻ = 10.96 AFY 11 

 12 

In Case 1, where the Water Requirement Factors are not revised, SCE limits the 13 

allocation to 10.96 AFY.  Note that the above formula gives the impression that the water 14 

allocation of 10.96 AFY is based on the ratio of SCICo’s phase 1 Financial Contribution 15 

and the Overall Phase 1 Project cost, given the Desal Enhancements Project’s increase to 16 

Safe Annual Yield 88.46 AFY.  However, as SCE proposes to revise the Tariff Rule 3 17 

Water Requirement Factors, it determines the water requirement of 8.58 AFY for 18 

SCICo’s new Mt. Ada Project,49 and presents the following version of the same formula 19 

with the predetermined value for water allocation of 8.58 AFY: 20 

  21 

 
46 SCE “Catalina Increase to SAY” Workpapers at 8, Rule No. 3. D.2.b. 
47 SCE “Catalina Increase to SAY” Workpapers at 8, Rule No. 3. D.8. 
48 SCE Mackenzie and Spencer Testimony, Appendix B Special Agreement, Exhibit B Catalina Water 
Waitlist at 1. 
49 SCE Mackenzie and Spencer Testimony, Exhibit C at 67. 
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Figure 1-6: Allocation Calculation (Case 2)50 1 

Allocation = ቆ $500,000 + $811,000$12,710,000 + $811,000ቇ × ሺ88.46 AFYሻ = 8.58 AFY. 2 

 3 

Note that now, under Case 2, the predetermined SCICo water allocation value of 4 

8.58 AFY appears to be achieved by manipulating the ratio of SCICo’s phase 1 Financial 5 

Contribution and the Overall Phase 1 Project cost, while the Desal Enhancements 6 

Project’s Safe Annual Yield increase of 88.46 AFY, remains the same. This manipulation 7 

of easement value and the total project cost to achieve a predetermined value of water 8 

allocation, i.e. 8.58 AFY, cast doubt on the accuracy of these costs.  9 

As shown by SCE’s calculation, the cost of the Easement is an expected cost of 10 

the Desalination Enhancements Project.  Capital project costs must be justified by the 11 

utility before they can be added to Rate Base to calculate customer rates.  Although SCE 12 

and SCICo are proposing to offset the Easement’s value in Rate Base with a property 13 

contribution, the Easement value should be determined before the Commission can adopt 14 

the terms of the Special Agreement.  This is because SCE will charge customer rates for 15 

the remaining costs of the Desal Enhancements Project.  Since other customers will also 16 

be paying for the Desal Enhancements Project which makes the Safe Annual Yield 17 

increase possible, the Commission should require that the Easement value be based on 18 

the appraised value to determine the correct allocation.  19 

In its testimony, SCE states that SCE and SCICo were unable to agree on the value 20 

of the Easement.51  SCE and SCICo performed separate appraisals of the Easement. The 21 

Special Agreement’s proposed solution is to determine the value of the Easement in the 22 

future and then, if the Commission does not approve the requested allocation to SCICo in 23 

this proceeding, SCE will make a payment to compensate SCICo for the Easement.  SCE 24 

 
50 SCE Mackenzie and Spencer Testimony at 20. 
51 SCE Mackenzie and Spencer Testimony at 21, lines 14 to 15. 
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believes the Determined Value of the Easement will be between $115,000 to 1 

$2,403,000.52   2 

The Commission should reject the Special Agreement until SCE and SCICo agree 3 

to the Easement value.  If the Easement value is only $115,000, then SCICo’s 4 

contribution would only be 4.8% of the overall capital project costs as shown below: 5 

Figure 1-7: SCICo’s Contribution if Easement Value is $115,000 6 
Cash Contribution +  Easement Value

Overall Phase 1 Project Costs = $500,000 +  $115,000$12,710,000 +  $115,000  = 4.8%. 7 

 8 

In exchange, SCICo would receive an allocation of 10.96 AFY or 12.4% of the 9 

incremental increase in Safe Annual Yield, 88.46 AFY as shown below: 10 

Figure 1-8: SCICo’s Allocation 11 
Proposed Allocation to SCICoDesal Enhancements Project's Increase to SAY = 10.96 AFY88.46 AFY  = 12.4%. 12 

 13 

To prevent SCICo from receiving an allocation disproportionate to its financial 14 

contribution the Commission should require that Easement value be established 15 

beforehand. 16 

D. The Commission should require SCE to include Operation and 17 
Maintenance Costs in its Contribution Calculation in a future 18 
Application or Advice Letter. 19 

The Special Agreement fails to account for the accurate overall costs of the 20 

Desalination Enhancements Project.  As shown in Figure 1-4 through 1-6 above, the 21 

Special Agreement calculates an allocation and financial contribution based on an 22 

“Overall Phase 1 Project Cost” based on a capital project cost of $12,710,000 plus the 23 

Easement value.  However, in order to support the Desal Enhancement Project’s increase 24 

 
52 SCE Mackenzie and Spencer Testimony at 22, lines 2 to 4. 
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to Safe Annual Yield, SCE would charge customers to recover Operation and 1 

Maintenance (O&M) costs.   2 

The Desal Enhancements Project’s O&M costs are estimated to be $680,471 per 3 

year.53  Over a minimum service life of 15 years,54 these costs would be at least 4 

$10,207,605.55  When O&M costs are considered, the overall project cost of the 5 

Desalination Enhancements Project increases, and the Easement value becomes a smaller 6 

proportion of 2.7% of the total costs.56  This would make SCICo’s allocation per the 7 

Special Agreement of 12.4% of the Safe Annual Yield increase even more 8 

disproportionate. The Commission should, when reviewing the Special Agreement, 9 

account for the O&M costs to ensure that the financial contribution received by SCE in 10 

exchange for an allocation of Safe Annual Yield is just and reasonable.  11 

After an Easement value has been established, SCE should submit an application 12 

or a Tier 3 Advice Letter to the Commission for approval of the proposed Special 13 

Agreement.  A Tier 3 Advice Letter would allow the Commission and Cal Advocates to 14 

review whether SCE and SCICo appropriately based the Easement value on an appraisal 15 

and whether the allocation received by SCICO is just and reasonable.  The reasonable 16 

allocation determination would include the final Easement value as well as any 17 

Contribution made in cash and include the Desalination Enhancements Project’s O&M 18 

Costs as shown below: 19 

  20 

 
53 Attachment 1-2: SCE’s Response to Data Request AA9-001, Item 6. 
54 Attachment 1-2: SCE’s Response to Data Request AA9-001, Item 5. 
55Annual O&M Costs × Service Life = $680,471 × 15 years = $10,207,605. 
56 Cash Contribution ା Easement Value

Overall Phase 1 Project Costs
= $ହ଴଴,଴଴଴ ା $ଵଵହ,଴଴଴$ଵଶ,଻ଵ଴,଴଴଴ ା $ଵଵହ,଴଴଴ ା $ଵ଴,ଶ଴଻,଺଴ହ  = 2.7%.  
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Figure 1-9: Cal Advocates’ Allocation Formula 1 

Allocation = ൬Cash Contribution + Easement Value
Phase 1 Project Costs + O&M Costs൰ × ሺDesal SAY Increaseሻ. 2 

 3 

IV. CONCLUSION 4 
The Commission should adopt a Safe Annual Yield of 405.3 AFY to accurately 5 

reflect the MRAT Water System’s leakage.  Water loss on the MRAT Water System is 6 

significant and should be accounted for in the Safe Annual Yield.  7 

The Commission should maintain the existing Water Requirement Factors for 8 

Residential Buildings in the current Tariff Rule 3.  Water use in the Hotels/Bed & 9 

Breakfast category can be much greater than that of the House category and water 10 

allocations to new customers should accordingly be greater.  11 

The Commission should reject the proposed Special Agreement between SCE and 12 

SCICo until a value of the Easement has been established. Finally, the Commission 13 

should require SCE and SCICo to include Operation and Maintenance Costs in the 14 

Contribution Calculation in a future Application or Tier 3 Advice Letter. 15 
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QUALIFICATIONS AND PREPARED TESTIMONY  1 

OF 2 

ANTHONY ANDRADE 3 

Q.1  Please state your name, business address, and position with the California Public 4 

Utilities Commission (“Commission”). 5 

A1. My name is Anthony Andrade, and my business address is 320 West 4th Street, 6 

Suite 500, Los Angeles, California 90013.  I am a Utilities Engineer in the Water 7 

Branch of the Public Advocates Office. 8 

Q2. Please summarize your education background and professional experience. 9 

A2. I received a Bachelor of Science Degree in Mechanical Engineering from the 10 

University of California--Riverside in 2018. 11 

 I have been with the Public Advocates Office – Water Branch since 2018.  As a 12 

witness for Cal Advocates, I have previously provided testimony regarding Utility 13 

Plant-in-Service, Depreciation, and Rate Base in San Gabriel Valley Water 14 

Company (SGVWC)’s 2022 GRC (A.22-01-001) and Liberty Utilities (Apple 15 

Valley Ranchos Water Company) and (Park Water Company)’s consolidated 2021 16 

GRC (A.21-07-003 et al).  I have also provided testimony regarding Water Quality 17 

in SGVWC’s 2019 GRC, and the topic of Storage Capacity in SGVWC’s 18 

proposed acquisition of the City of Montebello Water System (A.20-10-004). 19 

Q3. What is your responsibility in this proceeding? 20 

A3. I am responsible for the preparation of Chapter 1 (Safe Annual Yield, Tariff Rule 21 

3, and Proposed Special Agreement) of this testimony. 22 

Q4. Does this conclude your prepared direct testimony? 23 

A4. Yes, it does. 24 



 

Appendix A, p. 2 

QUALIFICATIONS AND PREPARED TESTIMONY 1 

OF 2 

MEHBOOB ASLAM 3 

Q.1 Please state your name and business address. 4 

A.1 My name is Mehboob Aslam. My business address is 320 West 4th Street, Suite 5 

500, Los Angeles, CA 90013. 6 

Q. 2 By whom are you employed and in what capacity? 7 

A. 2 I am employed by the California Public Utilities Commission as a Public Utilities 8 

Regulatory Analyst (PURA)-V.  9 

Q. 3 Please briefly describe your educational background and work experience. 10 

A. 3 I graduated from the University of Engineering & Technology, Lahore, Pakistan, 11 

with a Bachelor of Science Degree in Mechanical Engineering, and also graduated 12 

from Western Kentucky University with a Master of Science Degree in Business 13 

Administration with an emphasis in Accounting and Finance. I have been 14 

employed by the CPUC since 2001. From 2001 through 2002, I was a member of 15 

the Consumer Protection and Safety Division, where I was responsible for energy 16 

utilities’ operating practices to enforce the rules and regulations relating to the safe 17 

use of the plant and workforce. I performed engineering reviews and conducted 18 

incident investigations for both gas and electric utilities. I have also helped resolve 19 

customers’ complaints. From 2002 through the present, I have been working for 20 

the Public Advocates Office in its Water Branch, mostly dealing with Class-A 21 

water utilities. I have performed evaluations of public utility plants and properties, 22 

regulation of utility tariffs and rates, studies of the cost of service, and studies of 23 

the utility’s operating practices to enforce the rules and regulations relating to 24 

ratemaking. I have presented my findings and recommendations as an expert 25 
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witness at public hearings before the Commission. I have also been actively 1 

involved with a few of Commission’s OIR/OII proceedings.  2 

Q. 4 What is your area of responsibility in this proceeding? 3 

A. 4 I am a project lead responsible for processing SCE’s instant application for 4 

authorization of revision of Tariff Schedule Fresh Water Yield (FWY) and the 5 

Water Requirement Factors in its existing Tariff Rule 3, and approval of a Special 6 

Agreement with Santa Catalina Islan Company (SCICo). I am also responsible for 7 

preparing Executive Summary. 8 

Q. 5 Does this conclude your prepared testimony? 9 

A. 5 Yes, it does. 10 

 11 
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