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MEMORANDUM

The Public Advocates Office examined the requests and data presented by Great

Oak s

and

ACommi ssi ono)

and reliable service at lowest cost. Mr. Tony Yull i s
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The following table identifies the various Iftic Advocates Office reports and

e Publ

witnesses that provide analysis and recommendations relevant to the requests made by

GOWC in the current proceeding.

Chapter

Description

Public Advocates
Office Witness

I Executive Summary Tony Tully
Il Results of Operatons and Attrition Filing Mukunda Dawadi
1] Operating Revenues, Rate Design and LICAP Tony Tully
v Operations and Maintenance Expenses Anusha Nagesh
\% Administrative and General Expenses Anusha Nagesh
Vi Payroll Anusha Nagesh
Wl Safety, Reliability and Capital Investment Daphne Goldberg
VIl Taxes Other Than Income Mukunda Dawadi
IX Income Taxes Mukunda Dawadi
X Rate Base Mukunda Dawadi
XI Balancing and Memorandum Accounts Anusha Nagesh
IX Contamination Proceeds Memorandum Account | Yong Cheng Ca

Although the Public Advocates Office made every effort to comprehensively

review, analyze and provide the Commission with recommendations on each ratemaking

1



A W N PP

and policy aspect presented in the applicatiom atbsence frorthe Public Advocates
Of f i eswmdryy ofdny particulaissue does not necessarily constitute endorsement or
acceptance of thenderlying requests, methodology, or policy position related to that

issue.
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CHAPTER I

EXECUTIVE SUMMARY

A. INTRODUCTION

GOWTCfiled A.18-07-0020n July 2, 2018In its Application, GOWC requests
authorization to increase rates effective July 1, 2019 in order to praddi®nal
revenues through 2021 totaling $6,746,2435.24%above the revenu&sOWC

estimated at current rates. In addition to the requested reveneesirere s |

Application contained a number of special requests.

A team of auditors, engineers and regulatory analysts fro@ #éJ C 6 s

Publ

Advocates Officeexamined the requests and data contained in-874@02 in order to

provide the Commission wittecommendations that represent the interests of residential

and small business ratepayers for safe, reliable, and affordable service.

In A.18-07-002, Great Oaks WatdCompany requestsscal year increases of
$3,480,305 or 18.18% in 2019/2020, $1,689,62T47% in 2020/2021, and $1,576,419
or 6.48% in 2021/2022. As shown in the table bekbh,Public Advocates Office

recommends a revenue decreaseoless than 4.05% in fiscal year 2019/2020, and an

increase of no greater than 2.60% in 2020/2@4rtheC o mmi ssi on 6 s

any change in revenues for 2021/2022 will be a formulaic calculation based upon

escalation rates at the timeeascalatiorfiling. Thereforethe Public Advocates Office

incorporatepresent2021/2022 revenue estimates illustrative purposes onfy.

Public Advocates Public

Office Advocates
GOWC Requested GowcC Recommenctd Office

Fiscal Year Change % Change Change % Change
2019/2020 $ 3,480,30 18.18% $ (796,874) -4.05%
2020/2021 $ 1,689,521 7.47% $ 516,141 2.60%
2021/2022 $ 1,576,41 6.48% $ 610,00( 3.00%

IAssumes a 3% escalation from the Public Advocates

3

GOWC©O s
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B. SUMMARY OF RECOMMENDATIONS

After examining the books and recordsGDWCand testing for reasonableness
ard prudencythe compnents othe Public Advocates Officg key recommenatiors

are summarized as follows:

1. RESULTS OF OPERATIONS( i R ANl ATTRITION

e The Commission should require GOWC, 1n its future General Rate Cases,
to calculate the percentage increase from present rate revenue to proposed
rate revenue based on authorized rates, including tiered rates, and
estimated water sales for all classes, including tiered customers.

e The Commission should require GOWC to calculate rate base for the
second escalation year (i.e. the third year of the GRC cycle) in accordance
with the Rate Case Plan.

e The Commission should update GOWC’s RO Model with the current
8.15% Rate of Return as agreed upon in the recently submitted settlement
in the Cost of Capital proceeding A.18-05-001.

e The Commission should require GOWC to file escalation year step filings

if such filings would result in a rate decrease.

2. OPERATING REVENUE

The Commission should adopt the followingcommendationsoncerning
customer forecast, water consumptiate design, operating revenues, and Sales

Reconciliation Mechanism

e Customer Count Forecast - The Commission should authorize an
annual total customer growth of 156 customers per year for TY
2019/2020, escalation year 2020/2021 and attrition year 2021/2022 as
shown in Table III-6. Growth of 156 customers per year is consistent with

historical trends.
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Water Consumption Forecast - GOWC’s updated total water forecast of
4,302,770 CCF? for TY 2019/2020 is reasonable based on historical
trends and adoption of a four-tier rate design. However, the Commission
should adopt a more accurate customer usage per classification allocation
as shown in Table III-11.

Unaccounted for Water Forecast - GOWC’s Unaccounted for Water
forecast of 7.20 percent for fiscal TY 2019/2020 is reasonable; however,
GOWC should implement measures to reduce water losses.

Rate Design — The Commission should adopt a four-tiered rate structure
with 50 percent of fixed costs included in the quantity charge. The tier
structure and rates are shown in Option 2 of Table I11-14. The design is
revenue neutral, provides incentives for high water users to conserve, and
keeps rates low for LICAP customers.

Operating Revenues — The Commission should adopt $18,878,336 in
total Operating Revenues for 2019/2020. This includes a total of
$4.,243,042 for Service Revenues (Service Revenues include 50 percent of
fixed costs, $76,515 for Private Fire Protection Revenues and $0 for
Other Revenues), and a total of $14,635,294 for Usage Revenues (Usage
Revenues include 100 percent of variable costs and 50 percent of fixed
costs).

Sales Reconciliation Mechanism - The Commission should reject
GOWC’s request for a SRM. GOWC fails to provide analysis and
information to make a showing that the proposals are well-calculated.
GOWC does not currently have a full WRAM which is the primary
rationale for the Commission allowing an SRM for other water utilities.

Furthermore, the Commission should refrain from approving an

20ne CCF is approximately 748 gallons
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additional alternative ratemaking mechanism that allows unnoticed rate

increases to occur outside of general rate cases and decrease transparency.

3. OPERATIONS AND MAINT ENANCE EXPENSES
The Commission should adopt TY 2019/2010 total O&M expenses of
$10,466,189. This amount better reflects historical trends and actual operations.
4. ADMINISTRATIVE AND G ENERAL EXPENSES

The Commission should approve an Administrative and General expense total of
$2,343,014 for TY 2019/2020. This amount is a better estimate of reasonable increases
in administrative costs and necessary ratemaking adjustments to account for transactions

with affiliated companies.

5. PAYROLL

The Commission should adopt $2,591,447 in total payroll costs for TY 2019/2020.
This amount is $133,724 less than GOWC'’s forecast and reflects more reasonable

expectations of salary increases and necessary overtime.

6. UTILITY PLANT IN SER VICE

TheCommissiorshouldadoptGOWC6 s pr oposed c3223573al
for 20182019, R,255,53For 20192020, and $1,63,646for 20202021 The following

are additional recommendati® pertaining to utility plant and safe and reliable service.

e GOWC’s proposed replacement of its fixed-asset management hardware
and software should incorporate a system where every capital project is
assigned a unique project identifier.

e To ensure that GOWC maintains adequate investment in necessary
infrastructure, the Commission should order GOWC to produce in its next
GRC a detailed and comprehensive asset management plan that meets

industry best practices.

bud
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To further ensure the safety and reliability of GOWC operations, the
Commission should order GOWC to complete both its unfinished
Emergency Response and Cross Connection Control Plans within ninety
days of the final decision in this proceeding.

To improve the safety of its existing operations, the Commission should

order GOWC to achieve continuous disinfection of its entire system prior

7. TAXES OTHER THAN INC OME

The Commission should adopaxes Other Than Inconamounts totaling

$454,5B for TY 2019/2020. The Public Advocates Offidlows the same methodology

in calculating Tags Other Than Income amounts for TY 2019/2020 as GOWE.

differencean GOWQ proposed and the Public Advocates Offic'ecommended

amounts of Taxes Other Than Incoare due to the differencesutility plantand

payroll amounts.

8.

INCOME TAXES















































































































































































































































































































































































































































































































































































































































































































