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MEMORANDUM

The Public Advocates Office (“Cal Advocates™) at the California Public Utilities
Commission (“CPUC” or “Commission’’) examined application material, data requests
responses, and other information presented by SGVWC Valley Water Company
(“SGVWC” or “San Gabriel”) in Application (“A.”) 22-01-003 (“Application”) to
provide the Commission with recommendations that represent the interests of ratepayers
for safe and reliable service at the lowest cost. The Executive Summary was prepared by
Mehboob Aslam, and the Results of Operations Tables were prepared by Anthony
Andrade, under the general supervision of Program Manager Richard Rauschmeier, and
Program & Project Supervisor Victor Chan and Project Lead Mehboob Aslam. Ms.

Shanna Foley serves as Cal Advocates’ legal counsel.

Although every effort was made to comprehensively review, analyze, and provide
the Commission with recommendations on each ratemaking and policy aspect presented
in the Application, the absence from Cal Advocates’ testimony of any issue connotes
neither agreement nor disagreement with the underlying request, methodology, or policy
position related to that issue. The following table shows the list of Cal advocates’

witnesses and the related chapters:

viii



Chapter | Description Witness
1 Introduction and Summary Mehboob Aslam
2 Water Consumption and Operating Revenues Sam Lam
3 Operations & Maintenance (O&M) Expenses Lauren Cunningham
4 Administration & General (A&G) Expenses Lauren Cunningham
5 Conservation Expenses Lauren Cunningham
6 Payroll Lauren Cunningham
7 Utility Plant-in Service + Pipeline Replacement | Anthony Andrade
8 Depreciation Reserve and Expenses Anthony Andrade
9 Historic Rate Base Chandrika Sharma
10 Rate Base Anthony Andrade
11 Taxes Other Than Income Lauren Cunningham
12 Income Taxes Jawadul Baki
13 Balance & Memo Accts. Review Jawadul Baki
14 Customer Service Chandrika Sharma
15 Water Quality Chandrika Sharma
16 Rate Design Sam Lam
17 Escalation Year Increases Mehboob Aslam
Appendix | o tements of Qualifications All

X




O 0 3 O W»n B~ W

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27

EXECUTIVE SUMMARY

SGVWC filed Application (A.) 22-01-003 on January 2, 2021, requesting a
revenue requirement increase of $9,202,000 (11.3%) in Test Year 2023-2024, $5,164,000
(5.7%) in Escalation Year 2024-2025, and $5,281,000 (5.4%) in Escalation Year 2025-
2026 in its Fontana Water Company Division (“FWC” or “Fontana”). The Public
Advocates Office recommends a revenue requirement increase of $2,636,529 (3.2%) in
the Test Year 2023-2024, and an estimated revenue requirement increase of $3,343,657
(4.0%) in Escalation Year 2024-2025, and estimated revenue increase of
$3,356,981(3.8%) in Escalation Year 2025-2026. Cal Advocates’ recommendation is
consistent with the provision of safe, reliable, and affordable utility service.

The Commission must consider a utility’s incentive to increase capital investment
beyond what is necessary when determining whether proposed investments are
reasonable. Certain aspects of cost-based regulation motivate utilities to invest in
systems to an unnecessary degree, burdening ratepayers with unnecessary costs. The
greater the capital investment, the greater the return or profit for the utility. One way a
regulatory body can protect ratepayers against a utility’s incentive to overspend is to
require utilities to demonstrate the need for infrastructure investment based on the actual,
physical condition of the current system, rather than simply on the infrastructure age.
Therefore, Cal Advocates has considered both the physical conditions and operational
alternatives available for SGVWC when recommending its capital investment needs. For
example, Cal Advocates recommends that the Commission deny the $4.1 million in 2023
and $4 million in 2024 for the new wells: Well F30B and Well F31C because Fontana
division has adequate supply capacity without the new well. Similarly, Cal Advocates
recommends that the Commission deny $8.8 million for the replacement reservoir at
Plant F2 and $8 million and $5.8 million for the new reservoirs at Plants F10 and F59
from the capital budget because SGVWC errs in the determination of criteria that would

justify the projects.
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In addition, Cal Advocates has applied general polices for setting rates that appear
to be especially relevant in the current proceeding. First, only projects that are used and
useful should be in rates. Cal Advocates reviews previous projects that have been
approved by the Commission to ensure that they remain used-and-useful. Ratepayers
should not have to pay for any project that is not in-service and thus not providing
benefits to ratepayers. For example, Cal Advocates recommends removing $200,511
from the recorded cumulative rate base of Fontana division. The removed amount
reflects the rationale that ratepayers should not pay for the assets that are either retired
significantly earlier than their useful life or were not providing useful services to the
ratepayers.

Second, customers should not pay twice for projects they have never received a
benefit from once. This would include projects that were previously authorized by the
Commission and included in customer rates but remain unfinished in this General Rate
Case (“GRC”). Because customers have already paid once under the assumption these
projects would be providing beneficial service, it is unreasonable to continue customer
funding of these projects until the actual project benefits (i.e., in-service) can be
demonstrated in a subsequent general rate case. For example, Cal Advocates
recommends that the Commission should remove approximately $5.85 million for the
projects at Plant F10, Plant F20, and Plant F44 over 2022-2025 period because the
Commission already included these projects in customer rates expecting they would be
completed and providing direct benefits to customers during the 2019 GRC cycle, but
SGVWC failed to complete these projects within the given timeframe.

Third, the ratemaking process should be transparent to decisionmakers and
ratepayers and should encourage utilities to operate efficiently and within budget. Memo
and Balancing Accounts (“surcharge accounts”) are alternative ratemaking mechanisms
that are counter to both these principles. The amounts that are tracked in these accounts
can appear as surcharges on customer bills but are not included in the rate changes
presented in this proceeding. More importantly, these surcharge accounts allow utilities

to operate without the discipline of an established budget, which is inconsistent with the

xi
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role of regulation being a substitute for competition. Therefore, Cal Advocates
recommends elimination of various surcharge accounts. For example, Cal Advocates
recommends closing five surcharge accounts: Water Rights Memorandum Account,
A.19-01-001 Interim Rates Memorandum Account, 2018 Tax Accounting Memorandum
Account, Mains Project Balancing Account, and School Lead Testing Memorandum
Account. Cal Advocates also recommends issuing a net surcredit in the amount of
$0.878 million as compared to SGVWC’s $0.877. The minor difference is due to Cal
Advocates’ recommendation of Commission denying the amortization of the
undercollection in one of the Memorandum Accounts, the Polyfluoroalkyl Substances
Memorandum Account.

Fourth, in a GRC, the utility must be able to demonstrate the reasonableness of
every dollar in its revenue mquirement.l SGVWC'’s request for contingency allowances
for most capital projects should be denied advance ratepayer funding. Contingency
amounts are, by definition, unknown, and therefore inappropriate for inclusion in revenue
requirement. In D.21-08-036, the Commission stated that “budgeting for contingencies is
not necessarily appropriate in the context of a general rate case, where the utility must
demonstrate the reasonableness of every dollar in its forecast revenue 1requirement.”z
Therefore, Cal Advocates recommends that the Commission deny approximately $4
million per year over 2022-2025 period in SGVWC’s requested contingency budget.

Fifth, the utility in its GRC application should advance and fully address the
Commission’s Environmental and Social Justice (“ESJ”) objectives. SGVWC’s
application addresses several of the Commission’s ESJ Action Plan objectives published
on February 21, 2019. SGVWC states it has reviewed potential impacts on ESJ

communities within its service areas and took proactive steps to work towards meeting

1 b.96-12-066, 69 CPUC2d, p. 695.
2 D.21-08-036, p. 331.

xii
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the applicable goals outlined in the Commission’s ESJ Action Plan2 However, while
SGVWC discusses the Commission’s ESJ Action Plan’s goals, and it does not appear
SGVWC'’s goals were specifically developed to address the Commission’s ESJ Action
Plan objectives. Rather, SGVWC’s testimony presents a collection of existing practices
that can be applied to the ESJ communities. The list of impacts that SGVWC identified
in its testimony were for all its customers, not specific for the ESJ communities. The
Commission has since updated its version of ESJ Action Plan as of April 07, 2022, which
has slightly modified and added goals and objectives.é The Commission should order
SGVWC to develop a plan that specifically addresses the Commission’s revised ESJ
Action Plan’s goals and objectives and present its achievements in the next rate case.
Finally, in considering SGVWC'’s proposed increases in customer rates, the
Commission should be informed of SGVWC'’s recent financial performance. In each of
the five most recent years for which data is submitted (2017 — 2021), SGVWC’s Annual
Reports to the Commission show recorded investor profit (“Return on Equity” or “ROE”)
exceeding those the Commission has established as reasonable. For example, the
following table compares SGVWC’s authorized ROE with its actual achieved ROE for

the last five years.

2017 2018 2019 2020 2021
Authorized Return on Equity 9.79% 9.79% 9.20% 9.20% | 9.20%
Achieved Return on Equity 10.98% | 13.70% | 11.60% | 12.14% | 11.21%

Although SGVWC'’s recent financial performance is not wholly dispositive of

necessary rate changes in the future, the additional $30.2 million in profits above

authorized investor returns collected over the past five years by SGVWC may be

2 Direct Testimony of Matt Yucelen, Exhibit SG-8, pp. 234-239

4 CPUC Environmental & Social Justice Action Plan, Version 2.0
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informative as the Commission determines the reasonableness of differing forecasts and
budget estimated made by SGVWC in the current proceeding.

The following graph compares the cumulative change in SGVWC'’s average
system rates over the last five years with inflation. The blue line shows the actual change
in revenue per unit of water sold. The green line shows the change over the past five
years that would have been necessary for SGVWC to achieve its authorized rate of
return. A linear trend line extending to the test year in this proceeding has been added for
comparison with SGVWC’s proposed rate changes (red dot) in this proceeding. If

SGVWC’s proposals are granted, average system rates will have increased 57.4% since

Total Company Cumuluative Change in Average System Rates
Actual, Utility Proposed, and at Authorized Return on Equity

57.4%

amw/\ctual Change in Revenues Per Unit of [ )
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CHAPTER 1 INTRODUCTION AND SUMMARY

I. INTRODUCTION

SGVWC filed Application (A.) 22-01-003 on January 2, 2021, requesting a
revenue requirement increase of $9,202,000 (11.3%) in Test Year 2023-2024, $5,164,000
(5.7%) in Escalation Year 2024-2025, and $5,281,000 (5.4%) in Escalation Year 2025-
2026 for its Fontana Water Company division.

This report sets forth the Cal Advocates’ analyses and recommendations on San
Gabriel’s general rate case (“GRC”) requests. Tables at the end of this Chapter present
the Summary and comparison of the differences in the key items such as Summary of

Earnings, Sales Revenues, Expenses, and Rate Base.

II. DISCUSSION

SGVWC’s Fontana division consists of the Fontana water system. The main
sources of groundwater for customers are the Chino Basin, Rialto Basin, and Lytle Creek
Basin. Local surface water is sourced from Lytle Creek and untreated surface water from
the State Water Project.§ Groundwater makes up 60% of the water supply, 15%
comprised of local surface water, and the remaining 25% water comes from the State
Water Project. SGVWC’s domestic system generates approximately $93 million in
annual revenues and has 48,373 customers.

SGVWC estimates that its proposed increases will produce revenues providing a
rate of return (“ROR”) of 8.12%°%. San Gabriel is a fiscal year filer and its Fiscal Test
Year 2023-2024 covers July 1, 2023, to June 30, 2024. San Gabriel’s Fiscal Test Year
2023 request is calculated based on the average of the Calendar Year 2023 and 2024. Cal

2 EXHIBIT SG-7 (Swift) SECTION 1V.

8 Per D.18-2-002, SGVWC has authorized ROR of 8.12% which is comprised of 9.20% Rate on Equity
(“ROE”) at the weight of 64.46% and Rate of Debt of 6.17% at the weight of 35.54%.
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Advocates adopt the same methodology as San Gabriel for fiscal test year results

throughout its report for easy comparison.

III. ANALYSIS

A. Revenue Requirement

Table 1-1 below compares San Gabriel’s and Cal Advocates’ estimated changes in
revenue requirement for the Test Year 2023-24 based on 8.12% ROR.
Table 1-1: Test Year 2023-2024 Revenue Requirement Increase

Amount of Increase Percent Increase
San Gabriel $9,202,000* 11.3%
Public Advocates Office $2,636,529* (3.2%)
Difference $6,565,471 8.1%

* Amount of increase is the difference between present rate revenue and proposed rate revenue shown in
Table 1-2.

The differences between the Cal Advocates and San Gabriel’s revenue
requirement estimates are due to the Public Advocates Office’s adjustments as

summarized below:

1. Revenue Requirement---Chapter 1

Cal Advocates recommends the Test Year 2023-24 revenue requirement of $84.04
million. This amount is made up of several recommendations in the areas of expenses,
plant-in service and rate base. For example, the Chapter-1 presents the details of
Summary of Earnings in terms of the comparison between the SGVWC’s proposed
revenue requirement of $90.60 million and Cal Advocates’ recommended value of value
of $84.04. More specifically, the differences in Operation and Maintenance (“O&M”)
expenses are discussed in Chapter-3, the differences in Administrative and General
(“A&G”) expenses are discussed in Chapter-4, the differences in Plant-in service are
discussed in Chapter-7, the differences in historic rate base are discussed in Chapter-8

and the differences in the rate base are discussed in Chapter-9. The Public Advocates

1-2
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Office uses San Gabriel’s rate of return of 8.12% adopted in Decision (D.) 18-12-002 to

reflect San Gabriel’s current cost of debt.

2. Water Consumption and Revenues---Chapter 2

A forecast of customer counts by customer class, and average sales per customer
for each customer class is necessary to forecast revenues at current rates. The customer
forecast multiplied by the average sales per customer forecast for each class is the total
sales forecast for each class. Cal Advocates independently reviewed San Gabriel’s
requested number of customer forecast and the water consumption per customer forecast
and find them reasonable and thus recommends that the Commission adopt San Gabriel’s
requested forecast for number of customers and consumption per customer. For more

details, please refer to Chapter-2 of this report.

3. Operations and Maintenance (“O&M”) Expenses—
Chapter 3

Cal Advocates recommends $38.1 million in O&M expenses for the Test Year
2023-24 as opposed to SGVWC’s request for $39.4 million. Most of the difference is
due to Cal Advocates’ recommendations to reduce the uncollectibles amount and Outside
Services budget to reflect savings in sludge removal costs. SGVWC’s uncollectible
estimates are based on its new methodology which is based on allowance method. Cal
Advocates does not oppose the use of allowance method but does oppose the use of past
recession years to estimate an extremely inflated Uncollectibles ratios. In case of Outside
Services, Cal Advocates recommends a capital project to improve in-house Solids
Handling System at the Summit Water Treatment Plant which will reduce the Outside
Services expenses for the sludge removal costs. For more details, please refer to Chapter-

3 and Chapter-7 of this report.

1 SGVWC’s Workpapers File: GRCWorkpapers-2022, Tab: TABLES]1, Table 5A, Fontana Water
Company Division.
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4. Administrative and General (“A&G”) Expenses---
Chapter 4

Cal Advocates recommends $0.18 million in A&G expenses for the Test Year
2023-204 as opposed to SGVWC’s request for $0.261 million Most the difference is
due to Cal Advocates’ recommendations reducing SGVWC’s request for Dues &
Subscriptions forecast and overtime expenses related to a new position of Facilities
Maintenance Supervisor. For more details, please refer to the Chapter-4 and Chapter-6 of

this report.

5. Review of Conservation Expenses---Chapter S

Cal Advocates independently reviewed San Gabriel’s request for $695,000 annual
budget for the Test Year 2023-24 and the Escalation Years 2024-25 and 2025-26. San
Gabriel’s conservation goal is to plan and implement the most cost-effective conservation
programs that will achieve water saving goals and objectives set by the State Water
Resources Control Board (“SWRCB”), the California Public Utilities Commission
(“CPUC”) and the Governor of California (currently Governor Gavin Newsom), as well
as any subsequent orders and/or emergency proclamations. The most recent directive
requires water purveyors to reduce water consumption by at least 15% over the 2020
consumption level, as is discussed in Chapter 2 of this report. Thus, San Gabriel must
continue to carry out its Conservation programs to successfully meet this objective.
Therefore, Cal Advocates recommends that the Commission should adopt annual
conservation expense forecast in the amount of $685,000 that reflects a $10,000 reduction
for a speculative cost for a gardening workshop that has been historically funded by the
Inland Empire Utilities Agency (“IEUA”). For more details, please refer to Chapter-5 of

this report.

8 SGVWC’s Workpapers File: GRCWorkpapers-2022, Tab: TABLES]1, Table 6, Fontana Water
Company Division.
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6. Payroll Expenses---Chapter 6

San Gabriel has requested one new positions of Facilities Maintenance Supervisor
in its Fontana Water Company division. Cal Advocates conducted an independent
analysis of San Gabriel’s request and found that the addition of the new positions is
reasonable; however, hiring of the new position would result in the saving of
approximately $75,000. Therefore, Cal Advocates recommends that the Commission
should reduce the amount of overtime San Gabriel forecast for the Fontana Water

Company division. For more details, please refer to Chapter-6 of this report.

7. Adjustments in Plant-in Service---Chapter 7

Cal Advocates recommends $28.10 million and $27.20 million in plant additions
for the Test Year 2023-24 and Test Year 2024-25 respectively as opposed to SGVWC’s
request of $40.53 million and $46.82 million.2 The difference is due to several Cal
Advocates’ recommendations. For example, Cal Advocates recommends removing all
contingency capital budget, the use of escalation of SGVWC'’s capital projects in 2023 to
2025 based on the non-labor composite rate as opposed to accelerated cost increases used
by San Gabriel, removal of capital budget associated with new wells in 2023 and 2024
because Fontana Water Company division has adequate supply capacity without
installing the new wells, removal of capital budget associated with new reservoirs due to
error in San Gabriel’s criteria in determination of its reservoir needs, removal of capital
budget associated with Plant F10, F20, and F44 as these capital projects were previously
authorized and paid by the ratepayers but SGVWC failed to complete them in the time
requested, and reduce the capital budget for the meters so that SGVWC can remain
conformed to previously authorized 15-year forecast. For more details of these

recommendation, please refer to Chapter-7 of this report.

2 SGVWC’s workpapers, File: GRCWorkpapers-2022, Tab: P2, Cells: CB354 and CI354(including
contributed plant) for Fontana Water Company division.
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8. Adjustment in Historic Rate Base---Chapter-9

Cal Advocates recommends removing $200,511 from the recorded cumulative rate
base. The removed amount reflects the rationale that ratepayers should not pay for the
assets that are not use and useful. As regulated utilities depreciate assets on the basis of
group depreciation, the impact of early retired assets can be offset with the assets that are
not retired beyond their useful lives per Standard Practice U-4-W.22 However, the same
Standard Practice also states that “occasional instances of extraordinary obsolescence
such as the unexpected early retirement of a major unit of property may require some
form of an adjwtment.”u Cal Advocates identified several such incidents of early
retirements and have removed the net book value of these assets that still resides in the
rate base even after the retirement of such assets. For more details, please refer to the

Chapter-9 of this report.

9. Adjustment in Rate Base---Chapter 10

Cal Advocates recommends $220.38 million of rate base in the Test Year 2023-
294 and $238.95 million in the Test Year 2024-25 as opposed to SGVWC’s $255.33
million and $288.49 million for the Test Year 2023-24 and Test Year 2024-25
respectivelyg. Most of the difference is due to Cal Advocates’ recommendations for
reduced capital project budget discussed earlier in Adjustments in Plant-in Service
section above, and reduced budget for Construction Work in Progress (“CWIP”). Cal
Advocates recommends limiting the CWIP capital projects that are up to one-year old
based on the 1982 Commission’s policy memorandum that shows that on average water
related capital projects require four months to complete; clearly, the capital projects

requiring more than a year to complete should not be included in the CWIP. Cal

19 Standard Practice U-4-W, Section 6 (b), p.8.
U 1pid, p.42.
1 SGVWC’s workpapers, File: GRCWorkpapers-2022, Tab: TABLESI, Table 10A for Fontana Water

Company division.
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Advocates also identifies several CWIP projects that should be removed mainly due to
the fact that the projects should be funded through contributions. For more details, please

refer to the Chapter-10 of this report.

10. Taxes Other Than Income---Chapter 11
Cal Advocates independently reviewed San Gabriel’s forecasts for various taxes
such as payroll taxes, and Ad Valorem, or property taxes. Payroll taxes are comprised of
(1) Federal Insurance Contribution Act (“FICA”); (2) Federal Unemployment Insurance
(“FUI”); and (3) State Unemployment Insurance (“SUI”). Cal Advocates and San
Gabriel generally do not differ on methodologies employed to forecast Taxes Other Than
Income. The differences in total estimated taxes are largely due to differences in plant

additions. For more details, please refer to Chapter-11 of this report.

11.  Income Taxes---Chapter 12

Cal Advocates recommends that the Commission should approve $3.38 million
federal income tax (FIT) expense and $0.802 million state income tax (CCFT) expense
for the Test Year 2023-24. The Cal Advocates and San Gabriel generally do not differ on
the methodologies employed to forecast regulated income tax expenses. Further,
SGVWC has accounted for all the implications of the 2017 Tax Cuts and Jobs Act
(“TCJA”). Any differences in total estimated income taxes are due to differences in
forecasted operating revenues, expenses, and plant additions. For more details, please

refer to the Chapter-12 of this report.

12. Balancing and Memorandum Accounts (“BAMASs”)
Review---Chapter 13

A memorandum account is an accounting device that, after approval by the

Commission or upon statutory notice, may be used by a utility to record various expenses

it incurs..2 The establishment of a memorandum account does not guarantee that the

B Standard Practice U-27-W.
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utility will recoup the tracked amount, but a utility is precluded from recovering amounts
not booked to a memorandum account.? On the other hand, a balancing account is a
regulatory accounting method used to ensure the recovery in rates of specified
expenditures authorized by the Commission.2 A balancing account can also be explained
as a deferred debit account carried on the utility’s books. When the Commission approves
amounts from memorandum accounts as reasonable, those amounts are moved to
balancing accounts for 1recovery.E Surcharge accounts can mask the overall impact of
utilities’ proposals in GRCs. For example, in this application the balancing and
memorandum accounts that SGVWC wants to amortize in the Fontana division have a
total surcharge balance of $2,620,324 as of December 31, 2021 if just one over-collected
account is excluded. ™ This surcharge amount is approximately 2.89% of its total
proposed Revenue Requirement for Test Year 2023-24.2 This surcharge account amount
is not reflected in the proposed revenue requirement increase for the Test Year. 2
Therefore, the full impact of GSWC’s requests on customers’ bills is not transparent.

The Commission should underscore the importance of reducing the total number of

1 Standard Practice U-27-W.

15 Standard Practice Audit Manual, p. 6.

https://www.cpuc.ca.gov/-/media/cpuc-website/divisions/utility-audits--risk--and-compliance-
division/documents/2020-12-14 standard-practice-audit-manual---jan-2021 v1.pdf

16 Standard Practice U-27-W
https://docs.cpuc.ca.gov/PublishedDocs/Published/G000/M090/K002/90002198.PDF

1 Table 13-1: Balancing and Memorandum Accounts for Amortization.

18 . . . .

— Water Cost Balancing Account has a significant outstanding overcollection what makes the total
balance in all accounts an overcollection which means refunds to the ratepayers. Absence of this account,
the true picture of Surcharge Accounts would have been revealed.

B SGVWC's proposed Revenue Requirement for Test Year 2023-24 is $90,603,000. Except for Water
Cost BA, the accounts for what SGVWC requested recovery in this GRC application have a total

surcharge balance of $2,620,324 as of December 31, 2021. It is around 2.89% of the proposed revenue
requirement in the Test Year. ($2,620,324/ $90,603,000 = 2.89%).

20 SGVWC GRC Proceeding A.22-01-003.
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BAMAs, not allowing to have the proliferation of the new BAMASs and should require
utilities to close BAMAs whenever possible and remove their reference from the related
preliminary statements.

SGVWC currently maintains 17 memorandum and balancing accounts in its
Fontana division®. Cal Advocates recommends to close five accounts: Water Rights
Memorandum Account, A.19-01-001 Interim Rates Memorandum Account, 2018 Tax
Accounting Memorandum Account, Mains Project Balancing Account, and School Lead
Testing Memorandum Account. Cal Advocates also recommends issuing a net surcredit
in the amount of $0.878 million. Most of the surcredit amount is due to closure of Water
Cost Balancing Account and Conservation Program Balancing Accounts which have

overcollection balances. For more details, please refer to Chapter-13 of this report.

13. Customer Service---Chapter 14

Cal Advocates reviewed and analyzed the customer service and compliant data
reported by the Consumer Affairs Branch (“CAB”), the General Order (“GO”) 103-A
customer service performance criteria, and the data reported directly from SGVWC, to
determine the quality of customer service in SGVWC’s Fontana division. Based on its
review, Cal Advocates recommends that the Commission should find that Fontana
division of SGVWC to be compliant with the Commission’s General Order (“GO”) 103-
A customer service performance standards. For more details, please refer to Chapter-14

of this report.

14.  Water Quality Review---Chapter 15
The Fontana division consists of the Fontana water system. The main sources of
groundwater for customers are the Chino Basin, Rialto Basin, and Lytle Creek Basin.

Local surface water is sourced from Lytle Creek and untreated surface water from the

2 SGVWC's Response to Cal Advocates' DR JBQ-002 Q.3; Direct testimony of Joel M. Reiker, p. 57.
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State Water Proj ect.2 Groundwater makes up 60% of the water supply, 15% comprised
of local surface water, and the remaining 25% water comes from the State Water

Proj ect2 According to the most recent Consumer Confidence reports from 2019 and
2020, the Fontana division is following all applicable drinking regulations. There are no
current outstanding violations based on the Safe Drinking Water Information System for
the Division of Drinking Water.2 For more details, please refer to Chapter-15 of this

report.

15. Rate Design Review---Chapter 16

Rate design is the structure of prices charged to utility customers for tariffed
services. The process for creating a rate design involves determining the revenue
requirement, the allocation of revenue recovery between fixed and quantity charges
(revenue allocation), finding appropriate tier breakpoints for tiered meter services,
calculating the standard quantity rate, and establishing a tiered quantity rate structure for
tiered meter services. Effective rate design encourages conservation, offers affordable
options for baseline water use, and is revenue neutral.22 Cal Advocates recommends that
the Commission should adopt a Tier 1 breakpoint at 10 CCF as opposed to SGVWC’s
request for 14 CCF. The Commission should also implement a third tier for residential
tiered meter services to better meet the State’s conservation initiatives. The Commission
should adopt Cal Advocates’ recommended rate ratio which complements the three-tiered

meter services rate design. For more details, please refer to Chapter-16 of this report.

22 EXHIBIT SG-7 (Swift) SECTION IV.
23 EXHIBIT SG-7 (Swift) ATTACHMENT D.
u https://sdwis.waterboards.ca.gov/PDWW/

25 b 20-08-047, p. 106.
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16.  Escalation Year Increase---Chapter 17

Cal Advocates recommends that SGVWC should follow an escalation (attrition)
year revenue requirement mechanism pursuant to the Commission’s Rate Case Plan
which requires that the utility may file an advice letter setting out its calculations and
supporting analysis for the escalation year rates. The most recent “Estimates of Non-
labor and Wage Escalation Rates” and “Summary of Compensation Per Hour” published
monthly using third-party data should be used as the escalation rates. Items not covered
by the monthly published rates should be escalated by the most recently available,
recorded, 12-month-ending change in the U.S. Cities Consumer Price Index (CPI-U).
The escalation year increase should be decreased to the extent the pro-forma rate of
return exceeds the authorized rate of return. In terms of escalation years’ rate base, the

Commission standard practice of using two test years and one attrition year should apply.

B. Summary of Earnings and Other Tables

The Attachment 1-1 contains related Summary of Earning and other related tables
such as Average Number of Customers, Average Sales Revenues Per Customer, Water
Sale and Supply, Operating Revenues, O&M Expenses, A&G Expenses, Payroll and Ad
Valorem Taxes, Income Taxes, Plant-in Service, Depreciation and Reserves, and Rate

Base that results in Cal Advocates and San Gabriel respective revenue requirements.

IV. CONCLUSION

The Commission should adopt Cal Advocates’ Test Year 2023-2024 results of
operations, presented in Table 1-2 at the end of this chapter in Attachment 1-1, and

authorized a revenue increase of $2.64 million (3.2%) for SGVWC’s Fontana division.
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San Gabriel Water Company A. 21-01-003

Fontana Dvision
Table 1-1 Summary of Earning (Test Year 2023-2024)

(Present Rate $000)
| San Gabriel Cal Advocates San Gabriel > Cal Advocates
Operating Revenues 81,401.4 81,401.4 0.0 0.0%
Operating Expenses
Purchased Water & Assessments 22,309.0 22,306.2 2.8 0.0%
Purchased Power 5,336.1 5,002.6 333.5 6.3%
Chemicals 796.8 796.8 0.0 0.0%
Payroll 6,367.2 6,341.4 25.8 0.4%
Materials & Supplies 1,156.0 1,128.9 271 2.3%
Transportation 1,079.0 1,079.0 0.0 0.0%
Insuarance 1,783.8 1,783.8 0.0 0.0%
Pensions & Benefits 3,045.0 3,039.8 5.2 0.2%
Uncollectibles 319.3 97.4 221.8 69.5%
Franchise Fees 528.5 528.5 0.0 0.0%
Regulatory Commission Expense 188.6 188.6 0.0 0.0%
Outside Senices 2,179.6 1,522.8 656.7 30.1%
Utilities & Rents 129.6 129.6 0.0 0.0%
Miscellaneous Expense 980.5 970.5 10.0 1.0%
Administrative Expense Transferred -6,663.1 (6,663.1) 0.0 0.0%
Subtotal 39,535.8 38,252.7 1,283.1 3.2%
Allocated Common Expenses 10,759.5 10,420.3 339.1 3.2%
Total Operating Expenses 50,295.2 48,673.0 1,622.2 3.2%
Depreciation 10,285.7 9,937.2 348.4 3.4%
Ad Valorem Taxes 3,171.9 2,318.2 853.7 26.9%
Payroll Taxes 1,017.2 1,002.2 15.0 1.5%
Total Expense before Income Taxe 64,770.0 61,930.6 2,839.4 4.4%
Net Revenue Before Income Taxes 16,631.5 19,470.8 -2,839.4 -17.1%
State Income Tax 106.5 570.8 -464.2 -435.7%
Federal Income Tax 2,099.3 2,814.0 -714.8 -34.0%
Total Expenses 66,975.8 65,315.4 1,660.4 2.5%
Net Operating Revenues 14,425.6 16,086.0 -1,660.4 -11.5%
Rate Base 255,329.0 220,384.3 34,944.7 13.7%
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San Gabriel Water Company A. 21-01-003

Fontana Dvision
Table 1-2 Summary of Earning (Test Year 2023-2024)
(Proposed Rate $000)

| San Gabriel Cal Advocates San Gabriel > Cal Advocates
Operating Revenues 90,603.3 84,038.0 6,565.29 7.2%
Operating IExpenses
Purchased Water & Assessments 22,309.0 22,306.2 2.82 0.0%
Purchased Power 5,336.1 5,002.6 333.50 6.3%
Chemicals 796.8 796.8 - 0.0%
Payroll 6,367.2 6,341.4 25.81 0.4%
Materials & Supplies 1,156.0 1,128.9 27.14 2.3%
Transportation 1,079.0 1,079.0 - 0.0%
Insuarance 1,783.8 1,783.8 - 0.0%
Pensions & Benefits 3,045.0 3,039.8 5.23 0.2%
Uncollectibles 355.6 100.6 254.98 71.7%
Franchise Fees 588.7 545.7 42.91 7.3%
Regulatory Commission Expense 188.6 188.6 - 0.0%
Outside Senvices 2,179.6 1,522.8 656.74 30.1%
Utilities & Rents 129.6 129.6 - 0.0%
Miscellaneous Expense 980.5 970.5 10.00 1.0%
Administrative Expense Transferred -6,663.1 (6,663.1) 0.00 0.0%
Subtotal 39,632.2 38,273.1 1,359.13 3.4%
Allocated Common Expenses 10,759.5 10,420.3 339.15 3.2%
Total Operating Expenses 50,391.7 48,693.4 1,698.27 3.4%
Depreciation 10,285.7 9,937.2 348.44 3.4%
Ad Valorem Taxes 3,171.9 2,318.2 853.71 26.9%
Payroll Taxes 1,017.2 1,002.2 14.98 1.5%
Total Expense before Income Taxe 64,866.4 61,951.0 2,915.41 4.5%
Net Revenue Before Income Taxes 25,736.8 22,086.9 3,649.88 14.2%
State Income Tax 911.5 802.0 109.44 12.0%
Federal Income Tax 4,084.7 3,381.6 703.04 17.2%
Total Expenses 69,862.6 66,134.7 3,727.89 5.3%
Net Operating Revenues 20,740.7 17,903.3 2,837.40 13.7%
Rate Base 255,329.0 220,384.3 34,944.68 13.7%

1-14




Fontana Dvision

(Proposed Rate $000)

San Gabriel Water Company A. 21-01-003

Table 2-1 Summary of Earning (Escalation Year 2024-2025)

| San Gabriel Cal Advocates San Gabriel > Cal Advocates

Operating Revenues 96,349.5 87,922.5 8,427.06 8.7%
Operating Expelznses

Purchased Water & Assessments 22,445.4 22,442.5 2.84 0.0%
Purchased Power 5,368.7 5,033.1 335.54 6.3%
Chemicals 823.9 823.9 0.0 0.0%
Payroll 6,556.6 6,530.0 26.58 0.4%
Materials & Supplies 1,197.5 1,169.4 28.12 2.3%
Transportation 1,117.8 1,117.8 0.0 0.0%
Insuarance 1,919.8 1,919.8 0.0 0.0%
Pensions & Benefits 3,135.6 3,130.2 5.38 0.2%
Uncollectibles 378.3 105.3 272.98 72.2%
Franchise Fees 626.2 571.1 55.08 8.8%
Regulatory Commission Expense 188.6 188.6 0.0 0.0%
Outside Senices 2,294.5 1,603.2 691.4 30.1%
Utilities & Rents 134.3 134.3 0.0 0.0%
Miscellaneous Expense 1,015.7 1,005.3 10.36 1.0%
Administrative Expense Transferred -6,902.6 (6,902.6) 0.0 0.0%
Subtotal 40,300.2 38,872.0 1,428.25 3.5%
Allocated Common Expenses 11,146.2 10,794.9 351.34 3.2%
Total Operating Expenses 51,446.5 49,666.9 1,779.59 3.5%
Depreciation 11,325.2 10,672.0 653.18 5.8%
Ad Valorem Taxes 3,464.0 2,444.9 1,019.06 29.4%
Payroll Taxes 1,047.4 1,032.0 15.43 1.5%
Total Expense before Income Taxeg 67,283.1 63,815.9 3,467.26 5.2%
Net Revenue Before Income Taxes 29,066.4 24,106.6 4,959.80 17.1%
State Income Tax 1,118.9 1,006.7 112.17 10.0%
Federal Income Tax 4,513.5 3,690.3 823.17 18.2%
Total Expenses 72,915.4 68,512.8 4,402.60 6.0%
Net Operating Revenues 23,4341 19,409.6 4,024.45 17.2%
Rate Base 288,485.9 238,953.4 49,532.49 17.2%
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San Gabriel Water Company A. 21-01-003

Fontana Dvision

Table 3-1 Summary of Earning (Escalation Year 2025-2026)
(Proposed Rate $000)

San Gabriel Cal Advocates San Gabriel > Cal Advocates
Operating Revenues 102,246.0 91,841.3 10,404.67 10.2%
Operating Expenses
Purchased Water & Assessments 22,581.8 22,578.9 2.85 0.0%
Purchased Power 5,401.3 5,063.7 337.58 6.3%
Chemicals 854.1 854.1 0.0 0.0%
Payroll 6,751.6 6,724.2 27.37 0.4%
Materials & Supplies 1,241.4 1,212.3 29.1 2.3%
Transportation 1,158.7 1,158.7 0.0 0.0%
Insuarance 2,066.2 2,066.2 0.0 0.0%
Pensions & Benefits 3,228.9 3,223.3 5.54 0.2%
Uncollectibles 401.5 110.0 291.54 72.6%
Franchise Fees 664.7 596.7 68.00 10.2%
Regulatory Commission Expense 188.6 188.6 0.0 0.0%
Outside Senices 2,414.4 1,686.9 727.5 30.1%
Utilities & Rents 139.2 139.2 0.0 0.0%
Miscellaneous Expense 1,052.9 1,042.2 10.74 1.0%
Administrative Expense Transferred -7,155.5 (7,155.5) 0.00 0.0%
Subtotal 40,989.9 39,489.6 1,500.28 3.7%
Allocated Common Expenses 11,554.7 11,190.5 364.21 3.2%
Total Operating Expenses 52,544.6 50,680.1 1,864.49 3.5%
Depreciation 12,364.7 11,406.8 957.92 7.7%
Ad Valorem Taxes 3,756.1 2,571.7 1,184.40 31.5%
Payroll Taxes 1,078.6 1,062.7 15.89 1.5%
Total Expense before Income Taxes 69,744.0 65,721.3 4,022.70 5.8%
Net Revenue Before Income Taxes 32,502.0 26,120.0 6,381.98 19.6%
State Income Tax 1,335.7 1,210.8 124.83 9.3%
Federal Income Tax 5,038.9 3,985.0 1,053.91 20.9%
Total Expenses 76,118.5 70,9171 5,201.44 6.8%
Net Operating Revenues 26,127.5 20,924.2 5,203.23 19.9%
Rate Base 321,642.8 257,522.5 64,120.29 19.9%
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San Gabriel Water Company A. 21-01-003
Fontana Dvision
Table 4-1 Annual Sales per Customer (Test Year 2023-2024)

(Ccf)
San Gabriel Cal Advocates San Gabriel > Cal Advocates

Customer Class

Residential - Single Family 166 166 0.0 0.0%
Residential - Multi-Family - Small 450 450 0.0 0.0%
Residential - Multi-Family - Large 6,551 6,551 0.0 0.0%
Commercial - Small 569 569 0.0 0.0%
Commercial - Large 2,921 2,921 0.0 0.0%
Industrial - Small 407 407 0.0 0.0%
Industrial - Large 10,629 10,629 0.0 0.0%
Niagara Bottling 250,192 250,192 0.0 0.0%
California Steel Industries 17,056 17,056 0.0 0.0%
CEMEX USA-Contract 83,179 83,179 0.0 0.0%
CEMEX USA-Tariff 168,241 168,241 0.0 0.0%
Public Authority-Small 741 741 0.0 0.0%
Public Authority-Large 3,750 3,750 0.0 0.0%
Construction 1,558 1,558 0.0 0.0%
Recycled Contract - City and School District 6,818 6,818 0.0 0.0%
Recycled Contract - California Steel Industries 60,194 60,194 0.0 0.0%
Recycled Contract- California Speedway Corp. - - - -
Recycled Contract - - - -
Recycled Contract-Tariff 5,784 5,784 0.0 0.0%
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San Gabriel Water Company A. 21-01-003
Fontana Dvision
Table 5-1 Average Customer (Test Year 2023-2024)

Metered Service Connections | San Gabriel Cal Advocates San Gabriel > Cal Advocates
Residential - Single Family 43,200 43,200 0.0 0.0%
Residential - Multi-Family - Small 962 962 0.0 0.0%
Residential - Multi-Family - Large 132 132 0.0 0.0%
Commercial - Small 2,476 2,476 0.0 0.0%
Commercial - Large 372 372 0.0 0.0%
Industrial - Small 30 30 0.0 0.0%
Industrial - Large 34 34 0.0 0.0%
Niagara Bottling 2 2 0.0 0.0%
California Steel Industries 4 4 0.0 0.0%
CEMEX USA | 1 1 0.0 0.0%
Public Authority - Small 342 342 0.0 0.0%
Public Authority - Large 274 274 0.0 0.0%
Construction 75 75 0.0 0.0%
Recycled Water 41 41 0.0 0.0%
Subtotal 47,943 47,943 0.0 0.0%
Flat Rate Services
Private Fire Service 1,198 1,198 0.0 0.0%
Total 49,141 49,141 0.0 0.0%
Public Fire Hydrants 5,492 5,492 0.0 0.0%
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San Gabriel Water Company A. 21-01-003
Fontana Dvision
Table 6-1 Water Sales and Supply (Test Year 2023-2024)

(KCcf)

Metered Service Connections | San Gabriel Cal Advocates San Gabriel > Cal Advocates
Residential - Single Family 7,165 7,165 0.0 0.0%
Residential - Multi-Family - Small 433 433 0.0 0.0%
Residential - Multi-Family - Large 865 865 0.0 0.0%
Commercial - Small 1,408 1,408 0.0 0.0%
Commercial - Large 1,087 1,087 0.0 0.0%
Industrial - Small 12 12 0.0 0.0%
Industrial - Large 356 356 0.0 0.0%
Niagara Bottling 500 500 0.0 0.0%
California Steel Industries 68 68 0.0 0.0%
CEMEX USA | 251 251 0.0 0.0%
Public Authority - Small 253 253 0.0 0.0%
Public Authority - Large 1,027 1,027 0.0 0.0%
Construction 116 116 0.0 0.0%

[Subtotal 13,542 13,542 0.0 0.0%
Recycled Water 325 325 0.0 0.0%
Subtotal 13,867 13,867 0.0 0.0%

Water Supply
Groundwater Supply Wells 7,710 7,710 0.0 0.0%
Lytle Creek Surface Water 2,614 2,614 0.0 0.0%
Purchased Water | 4,356 4,356 0.0 0.0%

[ Total Potable Water Productio 14,680 14,680 0.0 0.0%
Purchased - Recycled Water | 325 325 0.0 0.0%
Total Water Production 15,005 15,005 0.0 0.0%

I |
Unmetered & Unaccounted For 1,139 1,139 0.0 0.0%
Unmetered & Unaccounted For % 7.8% 7.8% 0.0 0.0%
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San Gabriel Water Company A. 21-01-003

Fontana Dvision

Table 7-1 Operating Revenue (Test Year 2023-2024)
Present Rate (S000)

| San Gabriel Cal Advocates San Gabriel > Cal Advocates
Metered Revenues
Residential - Single Family 46,662 46,662 0.0 0.0%
Residential - Multi-Family - Small 2,321 2,321 0.0 0.0%
Residential - Multi-Family - Large 4,342 4,342 0.0 0.0%
| Total Residential 53,325 53,325 0.0 0.0%
Commercial - Small 8,160 8,160 0.0 0.0%
Commercial - Large 5,221 5,221 0.0 0.0%
[ Total Commercial 13,381 13,381 0.0 0.0%
Industrial - Small 81 81 0.0 0.0%
Industrial - Large 1,546 1,546 0.0 0.0%
Niagara Bottling 2,065 2,065 0.0 0.0%
California Steel Industries 363 363 0.0 0.0%
CEMEXUSA | 875 875 0.0 0.0%
|T0tal Industrial 4,930 4,930 0.0 0.0%
Public Authority - Small 1,490 1,490 0.0 0.0%
Public Authority - Large 4,882 4,882 0.0 0.0%
| Total Public Authority 6,372 6,372 0.0 0.0%
Construction 616 616 0.0 0.0%
Recycled Water 718 718 0.0 0.0%
[ Total Metered Service 79,342 79,342 0.0 0.0%
Flat Rate Service Revenues
[Private Fire Service 1,524 1,524 0.0 0.0%
Miscellaneous Revenues
Rent from Water Property 2 2 0.0 0.0%
Other & Miscellaneous Revenues 534 534 0.0 0.0%
Total Miscellaneous 536 536 0.0 0.0%
I
Total Operating Revenues 81,401 81,401 0.0 0.0%
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San Gabriel Water Company A. 21-01-003

Fontana Dvision

Table 7-2 Operating Revenue (Test Year 2023-2024)
Proposed Rate ($000)

| San Gabriel Cal Advocates San Gabriel > Cal Advocates
Metered Revenues
Residential - Single Family 51,725 47,934 3,790 7.3%
Residential - Multi-Family - Small 2,604 2,413 191 7.3%
Residential - Multi-Family - Large 4,890 4,531 359 7.3%
| Total Residential 59,218 54,878 4,340 7.3%
Commercial - Small 9,115 8,446 668 7.3%
Commercial - Large 5,897 5,464 433 7.3%
[ Total Commercial 15,012 13,911 1,101 7.3%
Industrial - Small 90 84 7 7.3%
Industrial - Large 1,758 1,629 129 7.3%
Niagara Bottling 2,357 2,184 173 7.3%
California Steel Industries 407 377 30 7.3%
CEMEXUSA | 1,001 928 73 7.3%
|T0tal Industrial 5,613 5,202 412 7.3%
Public Authority - Small 1,663 1,541 122 7.3%
Public Authority - Large 5,518 5,113 405 7.3%
| Total Public Authority 7,181 6,654 527 7.3%
Construction 692 641 51 7.3%
Recycled Water 742 724 17 2.4%
[ Total Metered Service 88,458 82,010 6,448 7.3%
Flat Rate Service Revenues
[Private Fire Service 1,610 1,492 117 7.3%
Miscellaneous Revenues
Rent from Water Property 2 2 0.0 0.0%
Other & Miscellaneous Revenues 534 534 0.0 0.0%
Total Miscellaneous 536 536 0.0 0.0%
I
Total Operating Revenues 90,603 84,038 6,565 7.2%
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San Gabriel Water Company A. 21-01-003

Fontana Dvision

Table 8-1 Operating and Maintenance Expenses (Test Year 2023-2024)

Present Rate ($000)

| San Gabriel Cal Advocates San Gabriel > Cal Advocates
Operation Expenses

Purchased Water & Assessments 22,309 22,306 3 0.0%
Purchased Power 5,336 5,003 334 6.3%
Chemicals 797 797 - 0.0%
Payroll | 3,590 3,575 15 0.4%
Materials & Supplies 538 538 - 0.0%
Transportation 691 691 - 0.0%
Uncollectibles 319 97 222 69.5%
Outside Services 430 430 - 0.0%
Utilites & Rents 97 97 - 0.0%
Miscellaneous 873 863 10 1.1%

Total Operation Expense 34,980 34,397 583 1.7%

Maintenance Expenses

Payroll | 1,993 1,985 8 0.4%
Materials & Supplies 449 449 - 0.0%
Transportation 367 367 - 0.0%
Outside Services 1,450 793 657 45.3%
Utilities & Rents 10 10 - 0.0%
Miscellaneous 86 86 - 0.0%

Total Maintenance Expense 4,355 3,690 665 15.3%

|
Total Operation & Maintenance Expense 39,335 38,087 1,248 3.2%
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San Gabriel Water Company A. 21-01-003
Fontana Dvision
Table 8-2 Operating and Maintenance Expenses (Test Year 2023-2024)
Proposed Rate ($000)

| San Gabriel Cal Advocates San Gabriel > Cal Advocates
Operation Expenses

Purchased Water & Assessments 22,309 22,306 3 0.0%
Purchased Power 5,336 5,003 334 6.3%
Chemicals 797 797 - 0.0%
Payroll | 3,590 3,575 15 0.4%
Materials & Supplies 538 538 - 0.0%
Transportation 691 691 - 0.0%
Uncollectibles 356 101 255 71.7%
Outside Services 430 430 - 0.0%
Utilites & Rents 97 97 - 0.0%
Miscellaneous 873 863 10 1.1%

Total Operation Expense 35,016 34,400 616 1.8%

Maintenance Expenses

Payroll | 1,993 1,985 8 0.4%
Materials & Supplies 449 449 - 0.0%
Transportation 367 367 - 0.0%
Outside Services 1,450 793 657 45.3%
Utilities & Rents 10 10 - 0.0%
Miscellaneous 86 86 - 0.0%

Total Maintenance Expense 4,355 3,690 665 15.3%

|
Total Operation & Maintenance Expense 39,371 38,090 1,281 3.3%
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Fontana Dvision

San Gabriel Water Company A. 21-01-003

Table 9-1 Administrative and General Expenses (Test Year 2023-2024)
Present Rate ($000)

| | | San Gabriel Cal Advocates San Gabriel > Cal Advocates
Administrative & General Expenses
Payroll | [ 784 781 3 0.4%
Materials & Supplies 169 142 27 16.0%
Transportation 22 22 - 0.0%
Insurance] 1,784 1,784 - 0.0%
Pensions & Benefits 3,045 3,040 5 0.2%
Franchise Fees 529 529 - 0.0%
Outside Services 299 299 - 0.0%
Regulatory Commission Expense 189 189 - 0.0%
Utilities & Rents 23 23 - 0.0%
Miscellaneous 21 21 - 0.0%
Administrative Expense Transferred (6,663) (6,663) 0 0.0%
I
Total Administrative & General Expense 201 166 36 17.7%
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Fontana Dvision

San Gabriel Water Company A. 21-01-003

Table 9-2 Administrative and General Expenses (Test Year 2023-2024)
Proposed Rate ($000)

| | | San Gabriel Cal Advocates San Gabriel > Cal Advocates
Administrative & General Expenses
Payroll | [ 784 781 3 0.4%
Materials & Supplies 169 142 27 16.0%
Transportation 22 22 - 0.0%
Insurance] 1,784 1,784 - 0.0%
Pensions & Benefits 3,045 3,040 5 0.2%
Franchise Fees 589 546 43 7.3%
Outside Services 299 299 - 0.0%
Regulatory Commission Expense 189 189 - 0.0%
Utilities & Rents 23 23 - 0.0%
Miscellaneous 21 21 - 0.0%
Administrative Expense Transferred (6,663) (6,663) 0 0.0%
I
Total Administrative & General Expense 261 183 78 30.0%
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Fontana Dvision

San Gabriel Water Company A. 21-01-003

Table 10-1 Payroll and Ad Valorem Taxes (Test Year 2023-2024)

Dollars in Thousands

| San Gabriel Cal Advocates San Gabriel > Cal Advocates
Payroll Taxes

FICA 696 693 3 0.4%
FUTA 4 4 - 0.0%
SUI 16 16 - 0.0%
Total Payroll Taxes 715 713 3 0.4%
Less: Payroll Taxes Capitalized (112) (112) - 0.0%
[Subtotal | 604 601 3 0.5%
General Division Allocation 414 402 12 2.9%
Total Payroll Taxes 1,017 1,002 15 1.5%
Ad Valorem Taxes 3,154 2,302 852 27.0%
Ratemaking Adjustments N/A N/A - -
| Subtotal 3,154 2,302 852 27.0%
General Division Allocation 18 16 2 9.6%
|T0tal Ad Valorem Taxes 3,172 2,318 854 26.9%
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San Gabriel Water Company A. 21-01-003

Fontana Dvision

Table 11-1 Income Taxes (Test Year 2023-2024)

Present Rate (S000)

San Gabriel Cal Advocates San Gabriel > Cal Advocates
Operating Revenues 81,401 81,401 0.0 0.0%
I
Deductions
Total Expenses Before Income Taxes 64,770 61,931 2,839.4 4.4%
Less: Book Depreciation Expense (10,286) (9,937) (348.4) 3.4%
Interest Expense 5,599 4,833 766.3 13.7%
Subtotal 60,083 56,826 3,257.2 5.4%
I
State Tax Calculation
Taxable Income Before Deductions 21,318 24,575 (3,257.2) -15.3%
Less: State Tax Depreciation (20,527) (18,533) (1,994.0) 9.7%
State Taxable Income 791 6,042 (5,251.2) -664.0%
State Corporate Franchise Tax at 8.84% 70 534 (464.2) -664.0%
Amortization of AIAC/CIAC Tax 37 37 0.0 0.0%
Total State Income Tax Expense 107 571 (464.2) -435.7%
I
Federal Tax Calculation
Taxable Income Before Deductions 21,318 24,575 (3,257.2) -15.3%
Less: Book Depreciation Expense (10,286) (9,937) (348.4) 3.4%
Less: State Corp. Franchise Tax - Prior Year (455), (657), 202.0 -44.4%
Federal Taxable Income 10,577 13,981 (3,403.6) -32.2%
Federal Income Tax at 21% 2,221 2,936 (714.8) -32.2%
Amortization of AIAC/CIAC Tax 79 79 0.0 0.0%
Amortization of EDIT | (201) (201) 0.0 0.0%
Total Federal Income Tax Expense 2,099 2,814 (714.8) -34.0%
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San Gabriel Water Company A. 21-01-003

Fontana Dvision

Table 11-2 Income Taxes (Test Year 2023-2024)

Proposed Rate ($000)

San Gabriel Cal Advocates San Gabriel > Cal Advocates
Operating Revenues 90,603 84,038 6,565 7.2%
I
Deductions
Total Expenses Before Income Taxes 64,866 61,951 2,915 4.5%
Less: Book Depreciation Expense (10,286) (9,937) (348) 3.4%
Interest Expense 5,599 4,833 766 13.7%
Subtotal 60,180 56,846 3,333 5.5%
I
State Tax Calculation
Taxable Income Before Deductions 30,424 27,192 3,232 10.6%
Less: State Tax Depreciation (20,527) (18,533) (1,994) 9.7%
State Taxable Income 9,896 8,658 1,238 12.5%
State Corporate Franchise Tax at 8.84% 875 765 109 12.5%
Amortization of AIAC/CIAC Tax 37 37 - 0.0%
Total State Income Tax Expense 911 802 109 12.0%
I
Federal Tax Calculation
Taxable Income Before Deductions 30,424 27,192 3,232 10.6%
Less: Book Depreciation Expense (10,286) (9,937) (348) 3.4%
Less: State Corp. Franchise Tax - Prior Year (107), (571) 464 -435.7%
Federal Taxable Income 20,031 16,684 3,348 16.7%
Federal Income Tax at 21% 4,207 3,504 703 16.7%
Amortization of AIAC/CIAC Tax 79 79 - 0.0%
Amortization of EDIT | (201) (201) - 0.0%
Total Federal Income Tax Expense 4,085 3,382 703 17.2%
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San Gabriel Water Company A. 21-01-003

Fontana Dvision

Table 12-1 Plant in Service (Test Year 2023-2024)

Dollars in Thousands

| San Gabriel Cal Advocates San Gabriel > Cal Advocates
FWC Plant in Service- BOY 506,201.5 497,519.0 8,682.50 1.7%
GO Plant in Service-BOY 18,345.5 16,576.6 1,768.94 9.6%
CWIP-BOY | 28,844.9 8,810.0 20,034.91 69.5%
Total Plant in Service -BOY 553,391.9 522,905.5 30,486.35 5.5%
I
Gross Additions
Company Funded Additions 40,533.0 28,094.0 12,439.00 30.7%
GO Additions 576.5 2,179.1 (1,602.62) -278.0%
Advances and Contributions - - - -
Total Gross Additions 41,109.5 30,273.1 10,836.38 26.4%
I
Adjustments - - - -
FWC Div Retirements (328.1) (328.1) 0.0 0.0%
GO Retirements (295.2) (295.2) 0.0 0.0%
Net Additions 40,486.2 29,649.8 10,836.38 26.8%
Plant in Service- EQY 593,878.1 5562,555.4 41,322.74 7.0%
Plant Weighting Factor 50% 50% 0.0 0.0%
Weighted Average Plant in Service 573,635.0 537,730.5 35,904.54 6.3%
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San Gabriel Water Company A. 21-01-003

Fontana Dvision

Table 12-2 Plant In Service (Test Year 2024-2025)

Dollars in Thousands

| San Gabriel Cal Advocates San Gabriel > Cal Advocates
FWC Plant in Service- BOY 546,406.4 525,084.5 21,321.90 3.9%
GO Plant in Service-BOY 18,626.8 18,460.5 166.33 0.9%
CWIP-BOY | 28,844.9 8,810.0 20,034.91 69.5%
Total Plant in Service -BOY 593,878.1 552,355.0 41,523.14 7.0%
Gross Additions
Company Funded Additions 46,817.5 27,201.5 19,616.00 41.9%
GO Additions | 448.7 363.6 85.09 19.0%
Advances and Contributions - - - -
Total Gross Additions 47,266.2 27,565.1 19,701.09 41.7%
I
Adjustments 350.4 350.4 0.0 0.0%
FWC Div Retirements (328.1) (328.1) 0.0 0.0%
GO Retirements (295.2) (295.2) 0.0 0.0%
Net Additions 46,993.4 27,292.3 19,701.09 41.9%
Plant in Service- EQY 640,871.5 579,647.3 61,224.23 9.6%
Plant Weighting Factor 50% 50% 0.0 0.0%
Weighted Average Plant in Service 617,374.8 566,001.1 51,373.7 8.3%
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San Gabriel Water Company A. 21-01-003

Fontana Dvision

Table 13-1 Depreciation Reserve (Test Year 2023-

2024)

Dollars in Thousands

San Gabriel Cal Advocates San Gabriel > Cal Advocates
Depreciation Reserve- BOY 160,874.0 160,737.5 136.54 0.1%
GO Depreciation Reserve-BOY 2,566.1 2,412.6 153.53 6.0%
Total Plantin Service -BOY 163,440.1 163,150.1 290.07 0.2%
|
Depreciation Accrual
Company Accrual 12,868.4 12,503.1 365.34 2.8%
GO Accrual 987.8 980.7 7.10 0.7%
|
Retirements
FWC Div Retirements (328.1) (328.1) 0.0 0.0%
GO Retirements | (295.2) (295.2) 0.0 0.0%
FWC Salvage/Cost of Removal (48.6) (48.6) 0.0 0.0%
GO Salvagle/Cost of Removal 9.8 9.8 0.0 0.0%
Depreciation Reserve- EQY 176,634.3 175,971.8 662.50 0.4%
Plant Weighting Factor 50% 50% 0.0 0.0%
Weighted Average Plant in Service 170,037.2 169,560.9 476.29 0.3%
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San Gabriel Water Company A. 21-01-003

Fontana Dvision

Table 13-2 Depreciation Reserve (Test Year 2024-2025)

Dollars in Thousands

San Gabriel Cal Advocates San Gabriel > Cal Advocates
Depreciation Reserve- BOY 173,365.8 172,863.9 501.88 0.3%
GO Depreciation Reserve-BOY 3,268.5 3,107.9 160.62 4.9%
Total Plant in Service -BOY 176,634.3 175,971.8 662.50 0.4%
|
Depreciation Accrual
Company Accrual 13,943.0 13,194.4 748.56 5.4%
GO Accrual 1,018.4 1,078.7 (60.36) -5.9%
|
Retirements
FWC Div Retirements (328.1) (328.1) 0.0 0.0%
GO Retirements | (295.2) (295.2) 0.0 0.0%
FWC Salvage/Cost of Removal (48.6) (48.6) 0.0 0.0%
GO Salvagle/Cost of Removal 9.8 9.8 0.0 0.0%
Depreciation Reserve- EQY 190,933.6 189,582.8 1,350.71 0.7%
Plant Weighting Factor 50% 50% 0.0 0.0%
Weighted Average Plant in Service 183,783.9 182,777.3 1,006.61 0.5%
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San Gabriel Water Company A. 21-01-003
Fontana Dvision

Table 14-1 Average Rate Base (Test Year 2023-2024)

Dollars in Thousands

San Gabriel Cal Advocates San Gabriel > Cal Advocates
Utility Plant 555,149 520,112 35,037 6.3%
Depreciation Reserve 167,120 166,801 319 0.2%
Net Utility Plant 388,029 353,311 34,718 8.9%
Less:
Advances in Aid of Construction 34,400 34,400 0.0 0.0%
Contributions in Aid of Construction
Contributions 111,945 111,945 0.0 0.0%
Depreciation Reserve 28,273 28,273 0.0 0.0%
|Net Contributions in Aid of Construction 83,671 83,671 0.0 0.0%
Accumulated Deferred Income Taxes 42,222 41,769 453 1.1%
Accumulated Deferred Taxes - ITC 19 19 0.0 0.0%
Subtotal - Deductions 160,313 159,860 453 0.3%
Plus:
Materials & Supplies 3,996 3,965 31 0.8%
Operational Cash Requirement 30 30 - 0.0%
Working Cash (lead/lag) 1,223 1,385 (161) -13.2%
Tax on Advances & Contributions 4,195 4,195 0.0 0.0%
Water Entitlements | 2,600 2,600 0.0 0.0%
General Office Plant Allocation
Utility Plant 18,486 17,519 968 5.2%
Depreciation Reserve 2,917 2,760 157 5.4%
|Net General Office Allocation 15,569 14,758 811 5.2%
Subtotal - Additions 27,613 26,933 680 2.5%
Average Rate Base 255,329 220,384 34,945 13.7%
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San Gabriel Water Company A. 21-01-003
Fontana Dvision

Table 14-2 Average Rate Base (Test Year 2024-2025)

Dollars in Thousands

San Gabriel Cal Advocates San Gabriel > Cal Advocates
Utility Plant 598,671 547,506 51,165 8.5%
Depreciation Reserve 180,149 179,273 876 0.5%
Net Utility Plant 418,522 368,234 50,289 12.0%
Less:
Advances in Aid of Construction 32,946 32,946 0.0 0.0%
Contributions in Aid of Construction
Contributions 112,045 112,045 0.0 0.0%
Depreciation Reserve 31,099 31,099 0.0 0.0%
|Net Contributions in Aid of Construction 80,946 80,946 0.0 0.0%
Accumulated Deferred Income Taxes 44,251 43,376 874 2.0%
Accumulated Deferred Taxes - ITC 0 0 0.0 0.0%
Subtotal - Deductions 158,143 157,269 874 0.6%
Plus:
Materials & Supplies 5,047 4,782 265 5.3%
Operational Cash Requirement 30 30 0.0 0.0%
Working Cash (lead/lag) 1,279 1,505 (226) -17.7%
Tax on Advances & Contributions 4,079 4,079 0.0 0.0%
Water Entitlements | 2,603 2,603 0.0 0.0%
General Office Plant Allocation
Utility Plant 18,704 18,495 209 1.1%
Depreciation Reserve 3,635 3,505 130 3.6%
|Net General Office Allocation 15,069 14,990 78 0.5%
Subtotal - Additions 28,107 27,988 118 0.4%
Average Rate Base 288,486 238,953 49,532 17.2%
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CHAPTER 2 SALES FORECAST

I. INTRODUCTION

For a given test year (“TY”), a forecast of customer counts by customer class, and
average sales per customer for each customer class is necessary to forecast revenues at
current rates. The customer forecast multiplied by the average sales per customer
forecast for each class is the total sales forecast for each class:

(Number of Customer Forecast)

x (Average Use per Customer Forecast)

= Total Sales Forecast
Revenue obtained from the total sales is referred to as the operational revenue. 2
This chapter discusses SGVWC’s Fontana Water Company (“FWC”) division’s sales
forecast in this General Rate Case (“GRC”).

I1. SUMMARY OF RECOMMENDATIONS

e The Commission should adopt SGVWC FWC division’s number of
customers forecast.

e The Commission should adopt SGVWC FWC division’s usage per
customer forecast.

III. ANALYSIS

A. Number of Customers Forecast

SGVWC uses the number of customers forecasting methodology outlined in the
Commission’s Rate Case Plan (“RCP”) for the FWC division, with exceptions to the
Construction classes.2l The methodology estimates the number of customers in the test

year using the most recent 5-year average of the annual growth rate to determine

26 Revenue is also generated from Non-Tariffed Products and Services (NTP&S).

27 Exhibit SG-6 (Reiker), p.10.
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customer growth.ﬁ SGVWC forecasts an additional 390 customers per year in the FWC
division and a total customer count of 49,141 in TY 2023-2024.%2 The new customer
forecast is calculated based on FWC division’s last 5-year of average growth in each

customer class. Table 2-1 is the TY 2023-2024 number of customers forecast in the

FWC division.

Table 2-1: TY 2023-2024 Number of Customers Forecast

Number of Customers Forecast
Customer Class TY 2023-2024 ## of New
Cust.
Residential - Single Family 43,200 308
Residential - Multi-Family - Small 962 2
Residential - Multi-Family - Large 132
Commercial - Small 2,476 34
Commercial - Large 372 2
Industrial - Small 30 (1)
Industrial - Large 34 (1)
Niagara Bottling 2
California Steel Industries 4
CEMEX USA - Contract 1
CEMEX USA - Tariff n/a
Public Authority - Small 342 5
Public Authority - Large 274 (2)
Construction 75 6
Private Fire Service 1,198 31
Subtotal 49,100 384
Recycled Contract - City & School Dist. 33 6
Recycled Contract - California Steel Ind. 1
Recycled Contract - Cal. Speedway Corp. -
Recycled Contract - -
Recycled Water - Tariff 8
Subotal 41 6
Total 49,141 390

28 1 07-05-062, p. A-23, footnote 4.
2 Exhibit SG-6 (Reiker), p. 22.
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B. Use per Customer Forecast
In accordance with Governor Newsom’s directive in Executive Order N-10-21,

SGVWC forecasts FWC TY 2023-2024 usage per customer (water sales) by reducing the

recorded 2020 per-customer potable sales for each customer class by 15%.

1. New Committee Method
The RCP states that the New Committee Method (“NCM™) should be used to

forecast per customer usage for the residential and small commercial customer classes in
GRCs2 The NCM is a multiple regression model used to calculate customer
consumption based on time, temperature, and rainfall ¥ In addition, in D.20-08-047, the
Commission ordered that future GRCs must discuss how the following specific factors
impact the sales forecast:

a. Impact of revenue collection and rate design on sales and revenue
collection;

b. Impact of planned conservation programs;
c. Changes in customer counts;

d. Previous and upcoming changes to building codes requiring low flow
fixtures and other water-saving measures, as well as any other relevant
code changes;

e. Local and statewide trends in consumption, demographics, climate
population density, and historic trends by ratemaking area; and

f. Past sales trends.

Cal Advocates completed a multiple regression analysis to calculate TY 2023-
2024 sales based on the NCM and variables addressed in D.20-08-047. Cal Advocates’
regression model includes explanatory variables — time, temperature, rainfall, mandatory
drought restricted period, and the COVID-19 pandemic period — over the last ten years.

The mandatory drought restricted period is defined as June 2015 through April 20172

30 b 07-05-062, p. A-26, footnote 8.
A b 07-05-062, p. A-23, footnote 4.

32 Then Gov. Brown issued Executive Order B-29-15 (mandatory water use restrictions) and SGVWC
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the period between when then Governor Brown issued and lifted mandatory water use
restrictions.2 The COVID-19 pandemic period is defined as March 2020 through June
2021. On March 19, 2020, Governor Newsom declared a statewide shelter-in-place to
contain the spread of COVID-19.2* Governor Newsom lifted the statewide shelter-in-
place order on June 15, 202122 The COVID-19 pandemic period is included in Cal
Advocates’ regression analysis as it changed Californian’s water consumption behavior.
As residents sheltered at home, normal water usage that would have occurred at the place
of employment or school transferred to at-home usage. In addition, citizens were
recommended to wash their hands more and for at least 20 seconds to prevent the spread
of COVID-19.2

Based on Cal Advocates’ regression model, it was determined that a regression
analysis would not accurately forecast TY 2023-2024 sales based on the variables used
for FWC division’s residential and small commercial customers. The regression model’s
R-Squared is unfavorable and suggests that the sales forecast would only be around 70%
accurate based on the independent variables/factors used. As such, Cal Advocates

recommends against using a regression model to forecast and support TY sales.

2. Governor Newsom’s Call for Increased
Conservation

Governor Newsom issued Executive Order N-10-21 in July 2021, which calls on
Californians to voluntarily reduce water use by 15% compared to 2020 levels and

expanded the state of drought emergency.ﬂ While Executive Order N-10-21 fell short of

recorded lost sales in its Drought Lost Revenue Memorandum Account (DLRMA) during this period.
3 $G-6 (Reiker), p. 15.

34 https://calmatters.org/health/coronavirus/2021/03/timeline-california-pandemic-year-key-points/

35 https://www.gov.ca.gov/2021/06/11/as-california-fully-reopens-governor-newsom-announces-plans-
to-lift-pandemic-executive-orders/

36 https://www.cdc.gov/handwashing/when-how-handwashing.html

3 https://www.gov.ca.gov/wp-content/uploads/2021/07/7.8.21-Conservation-EO-N-10-21.pdf
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a statewide water conservation mandate, it has set the stage for future administrative
action. Comparing March 2021 to March 2020 water consumption, residents increased
urban water use by 18.9% statewide. 2 According to the U.S. Drought Monitor, a weekly
report issued by the federal government and the University of Nebraska, over 95% of
California is in a severe drought and 59% is in an extreme drought.g It is likely that
Governor Newsom will impose mandatory statewide restrictions on water use if the

situation continues to worsen — as warned by the Governor on May 23, 20222

3. TY 2023-2024 Sales Forecast
The Commission should adopt SGVWC’s FWC division sales forecast for TY
2023-2024 as it aligns with Executive Order N-10-21. As Governor Newsom states,
“every water agency across the state needs to take more aggressive actions to

. . . 41
communicate about the drought emergency and implement conservation measures.”—

Table 2-2 below summarizes the TY 2023-2024 sales forecast.

38 . . .
= https://www.msn.com/en-us/weather/topstories/gov-newsom-calls-for-increased-water-conservation-
warning-of-mandatory-statewide-restrictions/ar-AAXD7fZ?ocid=BingNewsSearch

L https://droughtmonitor.unl.edu/CurrentMap/StateDroughtMonitor.aspx?CA

40 https://www.sfchronicle.com/bayarea/article/Newsom-says-California-could-get-mandatory-water-
17192962.php

41 . . .
— https://www.msn.com/en-us/weather/topstories/gov-newsom-calls-for-increased-water-conservation-
warning-of-mandatory-statewide-restrictions/ar-AAXD7fZ?ocid=BingNewsSearch
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1 Table 2-2: TY 2023-2024 Sales per Customer Forecast

Sales per Customer Forecast (ccf)
Customer Class TY 2023-2024

Residential - Single Family 165.9

Residential - Multi-Family - Small 449.8

Residential - Multi-Family - Large 6,550.7

Commercial - Small 568.6

Commercial - Large 2,921.0

Industrial - Small 406.7

Industrial - Large 10,629.2

Niagara Bottling 250,192.4

California Steel Industries 17,055.7

CEMEX USA - Contract 83,179.3

CEMEX USA - Tariff 168,241.4

Public Authority - Small 740.8

Public Authority - Large 3,749.7

Construction 1,558.3

Private Fire Service 6,818.0

Recycled Contract - City & School Dist. 60,193.7

Recycled Contract - California Steel Ind. -

Recycled Contract - Cal. Speedway Corp. -

Recycled Contract - -
2 Recycled Water - Tariff 5,784.0
3 C. Operational Revenue
4 The Commission should adopt the operational revenues based on SGVWC’s
5 number of customer and water sales forecast. Table 2-3 below and Attachment 1-1 in
6  Chapter 1 of this report summarizes the FWC division’s Operating Revenue for TY
7 2023-2024 based on SGVWC’s request and Cal Advocates’ recommendations,
8 respectively. Operating revenue summary at proposed rates in Table 2-3 below is based
9 on SGVWC’s rate increase request. The operating revenue summary at Cal Advocates’
0 rate recommendation can be found in Attachment 1-1 of Chapter 1.



1

Table 2-3: Operating Revenue Summary (Present Rates vs SGVWC’s Proposed Rate Request)

Operating Revenue Summary

Test Year 2023-2024

Metered Service Revenues

Residential - Single Family

Residential - Multi-Family - Small

Residential - Multi-Family - Large
Total Residential

Commercial - Small
Commercial - Large
Total Commercial

Industrial - Small
Industrial - Large
Niagara Bottling
California Steel Industries
CEMEX USA

Total Industrial

Public Authority - Small
Public Authority - Large
Total Public Authority

Construction

Recycled Water

Total Metered Senice Revenues

Flat Rate Senice Revenues

Private Fire Senvice

Miscellaneous Revenues

Miscellaneous Senice Revenues
Rent from Water Property
Other Water Revenues

Total Miscellaneous Revenues

Total Operating Revenues

at Present Rates

at Proposed Rates

S 46,661,688.06 S 51,724,549.92
S 2,320,779.77 S 2,603,579.89
S 4,342,048.66 S 4,890,271.93
S 53,324,516.49 S 59,218,401.74
S 8,159,626.15 S 9,114,796.92
S 5,221,019.94 S 5,897,158.58
S 13,380,646.09 $ 15,011,955.49
S 81,310.41 $ 90,119.14
S 1,546,378.23 S 1,758,492.11
S 2,064,899.98 S 2,356,720.80
S 362,722.36 S 407,361.42
S 875,109.71 S 1,000,362.06
S 4,930,420.70 S 5,613,055.53
S 1,490,119.87 $ 1,663,130.82
S 4,881,927.12 S 5,517,943.25
S 6,372,046.99 S 7,181,074.07
S 615,991.10 S 691,568.81
S 718,129.92 S 741,702.92
S 79,341,751.29 $ 88,457,758.57
S 1,523,868.21 $ 1,609,540.36
S 246,346.00 S 246,346.00
S 1,664.93 S 1,664.93
S 287,817.21 S 287,817.21
S 535,828.15 S 535,828.15
S 81,401,447.65 S 90,603,127.07

2-7
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D. Other Revenues

The Commission should adopt SGVWC’s other revenues forecast as it is based on
the best available data. SGVWC forecasts TY 2023-2024 other revenues based on the
most recent S5-year average. SGVWC does not foresee any potential changes to the other

revenues collection.

IV. Conclusion

The Commission should adopt SGVWC’s number of customers forecast and water
sales forecast as it is reasonable and aligns with State’s conservation initiatives. In
addition, the Commission should adopt SGVWC'’s operational revenue forecast

methodology and other revenues forecast methodology.

2-8
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CHAPTER 3 OPERATIONS & MAINTENANCE EXPENSES

I. INTRODUCTION

This chapter addresses San Gabriel Valley Water Company’s (“San Gabriel” or
“SGVWC”) Operation & Maintenance (“O&M”) expense budgets for its Fontana Water
Company (“FWC”) division and presents the analysis and recommendations of the
California Public Advocates Office at the California Public Utilities Commission (“Cal

Advocates”).

I1. SUMMARY OF RECOMMENDATIONS

The Commission should adopt the following recommendations regarding
SGVWC’s requested O&M budgets:

(1) Adopt Purchased Water & Assessments forecasts using the most recent rates
available;

(2) Adopt Purchased Power forecasts using August 27, 2021 Southern California
Edison (“SCE”) rates and estimates;

(3) Adopt Chemicals forecasts using the inflation-adjusted recorded five-year
average, adjusted to reflect forecasted production;

(4) Adopt San Gabriel’s requested Transportation budget;

(5) Adopt Uncollectibles ratio calculations which utilize actual recorded
Uncollectibles amounts instead of inflated estimates;

(6) Adopt Outside Services forecasts that reduce sludge removal costs.

On a stand-alone basis, these recommendations result in SGVWC’s proposed TY

budget being reduced by approximately $807,247.

III. ANALYSIS

A. Forecasting Methodology
San Gabriel generally developed its expense forecasts for Test Year (“TY”) 2023-
2024 using the most recent five-year historical data for years 2017-2021, adjusted for

inflation. Transportation, Utilities & Rents, Postage, and Payroll were the exception in
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that these forecasts were based on 2021 recorded expenditures. Unless otherwise stated,
Cal Advocates’ analysis is based on San Gabriel’s original TY estimates.

The main operational accounts used to track O&M expenses are shown in Chapter
1, Tables 1-2 and 1-3 which present a summary of SGVWC’s proposed and Cal
Advocates’ recommended O&M expenses in the Fontana Division. Below, Cal
Advocates discusses only the accounts where it is recommending an adjustment to San

Gabriel’s estimates at this time.

B. Purchased Water and Assessments
The Commission should adopt $22,306,163 for Purchased Water and Assessments

for Test Year 2023-2024, which corrects a charge in SGVWC’s original RO Model. The
final decision in this proceeding should require San Gabriel to utilize the most recent
purveyor rates in the forecast to improve forecast accuracy.

Purchased Water and Assessments expense consists of assessments including
water leases and Chino Basin replenishment costs, Inland Empire Utilities Agency and
Cucamonga Valley Water District assessments, and recycled water costs. Test Year
estimates are based on the most recent rates multiplied by the forecasted annual supply
required to provide water service to San Gabriel’s customers.

Upon review of San Gabriel’s supporting documentation for the rate and service
charges used in the calculation of the Purchased Water and Assessments forecast, its
Purchased Water and Assessments forecasts are reasonable, with the exceptions detailed

below.

1. Desalter Replenishment Obligation Rate
According to supporting documentation provided by SGVWC,2 the Desalter
Replenishment Obligation rate of $580/acre-foot was inaccurate and should actually be

$575.28/acre-foot for accuracy. This correction results in a decrease of $2,818 in

12 SGVWC’s response to Cal Advocates” DR LCN-001, LCN-001 FWC Water Costs.pdf
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SGVWC’s proposed TY budget. Any other differences between Cal Advocate’s and
SGVWC'’s forecast of Purchased Water costs are the result of different estimates of

demand, which are addressed elsewhere in Cal Advocate’s testimony.

C. Purchased Power
San Gabriel should reduce the Purchased Power TY 2023-2024 expense forecast

by approximately $333,504 because San Gabriel plans to complete its more energy
efficient Plant F58 to Plant F19 pipeline. Cal Advocates discusses this recommendation
in Chapter 7 of this report.

San Gabriel based its estimate for TY 2023-2024 on SCE rates effective August
27,2021. San Gabriel based its estimated energy consumption on the historical five-year
average use for existing plant and used the average power usage as a proxy for future
projects to be completed during the Test Year. Cal Advocates also determined its

estimate using August 27, 2021, SCE rates and estimates.

D. Chemicals

The Commission should adopt San Gabriel’s methodology for Chemical Expense
for TY 2023-2024 because it is based on the historical expenditures.

San Gabriel uses the inflation-adjusted recorded five-year (2017-2021) average
expense, adjusted to reflect forecasted production, as the basis for the Test Year
forecast.® Cal Advocates agrees with this methodology. Any other differences between
Cal Advocates’ and SGVWC’s forecast of Chemicals costs are the result of different

estimates of demand, which are addressed elsewhere in Cal Advocate’s testimony.

E. Payroll
The Commission should approve approximately $5,560,392 for O&M Payroll for

TY 2023-2024. The O&M Payroll estimate is based on the last recorded year (2021) plus

B Exhibit SG-6 (Reiker), PDF page 34.
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any adjustments for new positions. Payroll Expense, including San Gabriel’s request for

new positions, is addressed in Chapter 6.

F. Transportation

The Commission should adopt a $1,057,397 total* Transportation budget for TY
2023-2024. Transportation expenses are forecasted by escalating 2021 expenses using
non-labor escalation rates. Cal Advocates agrees with this methodology because it is

consistent with accepted methods and practices.

G.  Uncollectibles

The Commission should approve a 0.1213% Uncollectibles™ Ratio for TY 2023-
2024. San Gabriel’s accounting method switch from write-off method® to the allowance
method¥ appears reasonable, however, San Gabriel’s use of past recession years to
inflate its proposed Uncollectibles ratio rate is not. The allowance method is widely
used by the other investor-owned water utilities in California and can provide better
matching of expenses and revenues on the Income Statement. On a stand-alone basis,
this recommendation results in SGVWC’s proposed TY budget of $259,995 being
reduced by approximately $147,685.

44 . . .

— Sum of Operations and Maintenance Transportation budgets.

45 . . . . . .
— Uncollectibles are customer arrearages categorized as having virtually no chance of being paid.

46 . . . .
— The cost of customer accounts written off is recorded, as well as any subsequent collections associated
with such write-offs.

4 An allowance for Uncollectible accounts is calculated using San Gabriel’s experienced history of
Uncollectible write-offs, as a percentage of the balance of customer accounts receivable. San Gabriel
then applies this percentage to the balance of customer accounts receivable at the end of the year to
determine the amount charged to Account 775.
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1. SGVWC’s Methodology to Calculate 2020-2021
Uncollectibles is Unreasonable

San Gabriel officially switched its accounting for Uncollectibles from the write-off
method to the allowance method in 2020.2 Allowance for Uncollectible accounts is
calculated using San Gabriel’s experienced history of Uncollectible write-offs, as a
percentage of the balance of customer accounts receivable.® San Gabriel then applies
this percentage to the balance of customer accounts receivable at the end of the year to
determine the amount charged to the Uncollectibles account.

The percentage that San Gabriel uses to derive both its 2020 and 2021
Uncollectibles amounts is 8.63% and is calculated by taking the three-year average of
ratios of Uncollectibles to Accounts Receivables Balances from recession years 2007 to
2009.2Y San Gabriel states that the Uncollectibles expense is affected by factors
including general economic conditions and credit and collection policies including
legislation and moratoriums on disconnections.2!

San Gabriel’s exclusive use of a recessionary period is unreasonable because it
accounts for only extreme conditions and not a normalized year, which is better suited
when developing a future forecast. San Gabriel seems to imply that the current COVID-
19 situation somewhat resembles the past recession but fails to recognize the forecasts
being developed in this proceeding will apply to years 2023 to 2025 and not just the
“current situation.” San Gabriel has also received a total of $1,962,974 from the state
under such a program, which should be considered as it normalizes the Uncollectibles

over the past two years. Please refer to Table 3-1 below for a comparison between the

8 Exhibit SG-5 (Harris), PDF page 24, line 1.
2 Exhibit SG-5 (Harris), PDF page 24, lines 1-6.

el Attachment 3-1: SGVWC’s Response to Cal Advocates’ DR LCN-003 (Uncollectibles), Attachment 1,
tab “LCN-003-02.”

2L Exhibit SG-6, PDF page 46.
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inflated Uncollectibles amounts San Gabriel uses and the actual Uncollectibles amounts
for 2020 and 2021.
Table 3-1: SGVWC’s Derived Vs. Actual Uncollectibles (2020-2021)

Actual SGVWC >
Rl SGYWC Uncollectibles Actual
2020 $569,787 $21,241 $548,546
2021 $195,003 $110,451 $84,552

As illustrated in Table 3-1 above, the estimated Uncollectibles amounts that San
Gabriel forecasts for years 2020 and 2021 far exceed the actual recorded Uncollectibles

amounts.

2. SGVWC’s Use of Inflated 2020-2021 Uncollectibles
Amount Skews the Five-Year Average

SGVWC’s use of inflated 2020 and 2021 uncollectibles figures leads to an inflated
five-year average ratio for forecasting that is several times higher than the actual
uncollectible ratio, as illustrated in Tables 3-2 and 3-3 below. Cal Advocates utilized
actual recorded 2020 and 2021 uncollectibles amounts instead of San Gabriel’s estimated
uncollectibles amounts when calculating the five-year average of uncollectibles amounts
to be divided by the total revenues over the past five years.

Table 3-2: SGVWC vs. Actual Uncollectibles Ratios

Uncollectibles 2017 2018 2019 2020 2021
SGVWC $95,185 $144,039 $110,534 $569,787 $195,003
Actual $95,185 $144,039 $110,534 $21,241 $110,451
Table 3-3: SGVWC vs. Actual Uncollectibles Ratios
SGVWC Actual SGVWC > Actual
0.2809%>2% 0.1213% 0.1596%
$259,994 $112,309 $147,685

32 GRCWorkpapers — 2022 (100 DAY UPDATE).
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3. The Commission Should Adopt An Uncollectibles
Forecast Calculated Using Actual Uncollectibles
Values

The Commission should adopt Cal Advocates’ Uncollectibles forecast, which is
calculated using actual 2020 and 2021 Uncollectibles values thus yielding a 0.1213%
Uncollectibles ratio for TY 2023-2024. Cal Advocates derived the Uncollectibles ratio
by dividing the five-year average of actual Uncollectibles amounts by the five-year
average of total revenues. By using inflated Uncollectibles values, San Gabriel
unnecessarily skews the five-year average upward when the five-year average utilizing
actual Uncollectibles amounts sufficiently captures any COVID-19 related variation and
inflation. On a stand-alone basis, this recommendation results in SGVWC’s proposed

TY budget of $259,995 being reduced by approximately $147,685.

H. Outside Services

The Commission should adopt $1,223,63 122 in total Outside Services expenses,
which reduces the forecasted sludge removal expense. Cal Advocates recommends that
the Solids Handling System at the Summit Water Treatment Plant be authorized with the
condition that its sludge removal expense be reduced by $656,744 in the TY. This

recommendation is discussed in Chapter 7.

IV. CONCLUSION

The Commission should adopt the recommendations detailed above as they reflect
a more reasonable and accurate forecast for TY 2023-2024 O&M expenses, which is in

ratepayers’ best interest.

= Total of GRCWorkpapers — 2022 Cal Adv, tab “EX1,” Cells U1817 (Operations Outside Services)
and U1826 (Maintenance Outside Services).

3-7



Attachment 3-1: SGYVWC’s Response to Cal Advocates’
DR LCN-003 (Uncollectibles), Attachment 1.
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|5an Gabriel Valley Water Company
|Response to LCN-003, 1.c.

|Los Angeles County Division

2020
|Accounts Receivable Balance at12/30/20 53,516,437.00
| Uncollectible rate 8.63%
|Allowance 5303,469.00
|Beginning Balance Allow for Uncollectibles at 01/01/20 $0.00
:Allowance for year 5303,469.00
|Uncollectibles - write offs for year $42,110.97

Total Allowance charged to expense 5345,579.97
_ T 2020
|Fontana Water Company Division

Accounts Receivable Balance 12/31 at12/30/20  55,429,202.00
] Uncollectible rate B8.63%
|Allowance $468,540.00
: Beginning Balance Allow for Uncollectibles at 01/01/20 $0.00
:,&Ilowance for year 5468,540.00
|Uncollectibles - write offs for year $101,246.74

Total Allowance charged to expense 5569,786.74

at 6/30/21

at 7/1/2020

at 6/30/21

at 7/1/2020

Est. 2021

$5,200,789.00
8.63%

S445,828.00

$13,200.00

$435,628.00

$61,050.06

&196,678.06

Est. 2021

57,006,913.00
8.63%

5604,697.00

$49,200.00

5555,497.00

$102,591.44

5658,088.44

' Est. 2021 amount depicted in SGVWC's GRC Workpapers 2022, tab EX1, Cells J459, K459, 11263 and K1263

|was developed using the twelve month period July 1, 2020 - June 30, 2021
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CHAPTER 4 ADMINISTRATIVE AND GENERAL EXPENSES

I. INTRODUCTION

This chapter addresses SGVWC’s Administrative and General (“A&G”) expense

budgets for Fontana division and presents Cal Advocates’ analysis and recommendations.

I1. SUMMARY OF RECOMMENDATIONS

The Commission should adopt the following Cal Advocates’ recommendations
regarding SGVWC’s requested A&G budgets:

(1) Adopt Pension & Benefits forecasts which correct for Vision Insurance input
errors;

(2) Adopt Workers’ Compensation forecasts which apply escalated premiums to
the payroll and employee forecasts;

(3) Adopt Franchise fees which are based on the total revenues from forecasted
water sales;

(4) Accept San Gabriel’s Administrative Expenses Transferred forecasts;
(5) Adopt Dues & Subscriptions forecasts which exclude lobbying expenses.

III. ANALYSIS

A. Forecasting Methodology

San Gabriel developed its A&G expense forecasts for TY 2023-2024 using the
most recent five-year historical inflation adjusted data for years 2017 through 2021. As
stated in Chapter 3, Transportation, Utilities & Rents, Postage, and Payroll were the
exception in that these forecasts were based on 2021 recorded expenditures. Unless
otherwise stated, Cal Advocates’ analysis is based on San Gabriel’s original TY
estimates, and not on the 100-day updates.

Cal Advocates used the same methodology and inflation rates as San Gabriel for

forecasts based on a five-year historical average. The difference between Cal Advocates

recommendations and San Gabriel’s request is due to the difference in forecasted Payroll
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and Pension & Benefits. The main operational accounts used to track A&G expenses are
shown in Chapter 1, Tables 1-2 and 1-3 which present a summary of SGVWC’s proposed

and Cal Advocates’ recommended A&G expenses in the Fontana Division.

B. Payroll

The Commission should approve $780,978 for A&G Payroll for Test Year 2023-
2024. The A&G Payroll estimate is based on the last recorded year (2021) plus any
adjustments for new positions. Payroll Expense, including San Gabriel’s request for new

positions, is addressed in Chapter 6.

C. Pension & Benefits
The Commission should approve $3,039,791 Pension & Benefits budget for Test

Year 2023-2024.%

Pension & Benefits includes San Gabriel’s 401(k) retirement savings plan, health,
dental and vision insurance, life and long-term disability insurance, vacations, holidays
and sick leave, uniforms, and other. The estimates and recommendations below are
based on San Gabriel’s workpapers. Cal Advocates agrees with the methodologies
because they are consistent with accepted methods and practices. Except for health,
dental, and vision insurance, differences between San Gabriel and Cal Advocates are due

to differences in overtime, as discussed in Chapter 6.

1. 401(k) Retirement Plan
The Commission should approve $759,325 for San Gabriel’s 401(k) retirement

plan for TY 2023-2024.
San Gabriel employees become eligible for Company contributions to their 401 (k)

account on the first entry date after they complete one year of service.2 Entry dates are

2 The amount shown for Pension & Benefits for TY 2023-2024 excludes capitalized and reimbursed
expense.

33 Exhibit SG-6 (Reiker), PDF page 38.
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January 1, and July 1. Once an employee is eligible for the 401(k) plan, San Gabriel
makes an annual contribution of 6% of the eligible salary to each employee-eligible
account in January based on the 401(k) eligible payroll. San Gabriel also contributes to
employee 401(k) plans through matching contributions up to 50% of each employee’s

eligible salary deferral. 2 Cal Advocates agrees with San Gabriel’s methodology.

2. Life Insurance

The Commission should approve $59,054 for San Gabriel’s Life Insurance for TY
2023-2024.

San Gabriel escalated 2021 Life Insurance premiums by applying the 6.8%
Consumer Price Index-Urban (“CPI-U”) Escalation Rate for Estimated Year 2022 and
TY 2023-2024.2 San Gabriel then applied these escalated premiums to the Company’s
Payroll and Employee forecast to arrive at the total Life Insurance costs. Cal Advocates
uses the same methodology to forecast its recommendation. Any difference between San

Gabriel and Cal Advocates estimates is due to the difference in total payroll.

3. Long-Term Disability Insurance

The Commission should approve $39,036 for San Gabriel’s Long-Term Disability
Insurance for TY 2023-2024. Long-Term Disability Insurance premiums are applied to
the Company’s Payroll and Employee forecast to arrive at the total Long-Term Disability
Insurance costs.

San Gabriel escalated 2021 Long-Term Disability Insurance premiums by
applying the 6.8% CPI-U Escalation Rate for Estimated Year 2022 and TY 2023-2024.38
San Gabriel then applied these escalated premiums to the Company’s Payroll and

Employee forecast to arrive at the total Long-Term Disability Insurance costs.

3 Exhibit SG-6 (Reiker), PDF page 38.
T Exhibit SG-6 (Reiker), PDF page 39.
3B Exhibit SG-6 (Reiker), PDF page 39.
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Cal Advocates uses the same methodology to forecast its recommendation. Any
difference between San Gabriel and Cal Advocates estimates is due to the difference in
total payroll due to Cal Advocates’ recommendations to transfer few positions from
General Office (“G.0.”) division to FWC division as discussed in Chapter 6 of this

report.

4. Vacations, Holidays, and Sick Leave
The Commission should adopt $660,190 for San Gabriel’s Vacation Pay expense,

$387,976 for Holiday Pay expense, and $225,061 for Sick Leave expense for TY 2023-
2024.

San Gabriel’s estimates for vacations, sick leave, and holidays are based on
historical data and forecasted payroll in the Test Year. Cal Advocates uses the same
methodology. Any differences in San Gabriel’s and Cal Advocates’ estimates are due to

differences in overtime.

5. Health Insurance

The Commission should approve $1,561,401 for the combined healthcare benefits
(medical, dental, vision) for TY2023-2024, which corrects Vision Insurance forecasting
attributed to open positions in 2022 and 2023.

Health insurance includes dental, vision, and medical. Since San Gabriel’s health
plan runs annually from July to June, San Gabriel escalated the July 2021 premiums by
applying a 6.8% CPI-U escalation rate for estimated year 2022 and TY 2023-2024. San
Gabriel then applied the escalated premiums to its employee forecast to arrive at the total
health insurance costs.

For dental and vision insurance, San Gabriel escalated 2021 premiums by applying
the 6.8% CPI-U Escalation Rate for Estimated Year 2022 and Test Year 2023-2024.2

San Gabriel then applied these escalated premiums to its employee forecast to arrive at

2 Exhibit SG-6 (Reiker), PDF page 39.
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the total dental and vision insurance costs. Cal Advocates uses the same methodology to
forecast its recommendation. Any difference between San Gabriel and Cal Advocates

estimates is due to the difference in total payroll.

6. Correction of Vision Insurance Error
Cal Advocates found and corrected an error in San Gabriel’s workpaper
forecasting values for Vision Insurance in years 2022 and 2023 for new requested
positions which are expected to be filled in 2024. Cal Advocates removed these

particular Vision Insurance forecasts for 2022 and 2023.

D. Workers’ Compensation

The Commission should approve $391,422 for Workers’ Compensation expenses
for TY 2023-2024.

Since San Gabriel’s Workers’ Compensation insurance is renewed each year on
July 1%, San Gabriel escalated July 2021 Workers’ Compensation premiums by applying
a 6.8% CPI-U escalation rate for estimated year 2022 and TY 2023-2024. San Gabriel
then applied the escalated premiums to its payroll and employee forecasts to arrive at the
total Workers” Compensation insurance cost. Cal Advocates agrees with San Gabriel’s

methodology.

E. Franchise Fees

The Commission should adopt the San Gabriel’s methodology for Franchise Fees.
Administrative Expenses Transferred

The Commission should adopt San Gabriel’s original ($6,663,074) Administrative
Expenses Transferred budget. Administrative Expenses Transferred represents the
administrative overhead for management supervision of capital investment in plant
projects. A detailed discussion regarding Administrative Expenses Transferred can be

found in Chapter 7.
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F. Materials & Supplies

The Commission should adopt $142,083 in Materials & Supplies expenses, which
excludes $27,141. related to lobbying from Dues & Subscriptions expenses. Lobbying in
this instance is any attempt San Gabriel makes to influence public and government policy
at any level in order to serve its own interests. Cal Advocates removes these lobbying
expenses from the historical expenses used in the forecast calculation because the
Commission does not allow lobbying expenses in rates. Commission policy is clear that
political and lobbying activity should not be included in customer rates.2 Since there is

no ratepayer benefit to lobbying, the ratepayers should not subsidize the costs.

IV. CONCLUSION

The Commission should adopt recommendations detailed above as they reflect a

more reasonable and accurate forecast for TY 2023-2024 A&G expenses.

80 b 06-11-050, page 73.
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CHAPTER 5 CONSERVATION EXPENSES

I. INTRODUCTION

This chapter addresses SGVWC’s Conservation expense budgets for the Fontana

division and presents Cal Advocates’ analysis and recommendations.

I1. SUMMARY OF RECOMMENDATIONS

The Commission should adopt a modified Gardening Workshop forecast, which

excludes $10,000 in speculative funding for program instructors.

III. ANALYSIS

A. Water Saving Goals and Objectives

San Gabriel’s goal is to plan and implement the most cost-effective conservation
programs that will achieve water saving goals and objectives set by the State Water
Resources Control Board (“SWRCB”), the California Public Utilities Commission
(“CPUC”) and the Governor of California (currently Governor Gavin Newsom), as well
as any subsequent orders and/or emergency proclamations.ﬂ

The most recent directive requires water purveyors to reduce water consumption
by at least 15% over the 2020 consumption level. Thus, San Gabriel must continue to

carry out its Conservation programs in order to successfully meet this objective.

B. Past Conservation Budget and Goals
In the previous General Rate Case (“GRC”), San Gabriel adopted a Conservation

budget of $449,702 for its 2020-2021 TY in the Fontana Division in order to meet

o o )
California Governor Brown’s directive on water consumption.— Pursuant to the

81 Exhibit SG-7 (Swift), PDF page 23.

82 Exhibit SG-6 (Reiker) Appendix A (MDRs), PDF page 92.
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Executive Order B-29-15, which mandated a 25% reduction in potable urban water
usage.@ From June 2015 through May 2016, Fontana’s water use reduction target was

26% compared to the 2013 usage, and customers achieved a 27% reduction.®

C. Gardening Workshops
The Commission should reject the proposed budget for Gardening Workshops,

which excludes $10,000 for workshop instructors. Since 2012, instructors for San
Gabriel’s Gardening Workshops were funded by Inland Empire Utilities Agency
(“IEUA”). Recently, IEUA’s sub-agencies have elected to change how programs are
funded.£ In response to discovery,ﬁ San Gabriel stated that Fontana has yet to receive
the finalized budget for the 2022-2024 IEUA Water Use Efficiency Programs and there is
the potential that San Gabriel would continue to receive funding for this program. In
order to avoid overcollection, Cal Advocates recommends that this $10,000 speculative

cost be removed from the forecast.

IV. CONCLUSION

The Commission should adopt the recommendations detailed above as they reflect
a more reasonable and accurate forecast for TY 2023-2024 Conservation expenses. Table
5-1 below presents a summary of SGVWC’s proposed and Cal Advocates’ recommended

Conservation expenses in Fontana Division.

83 Exhibit SG-7 (Swift), PDF page 22-23.
84 Exhibit SG-7 (Swift), PDF page 22-23.
85 Attachment 5-1: San Gabriel’s Response to Cal Advocates’ DR LCN-016 (Misc.), Q8.

ﬁAttachment 5-1: San Gabriel’s Response to Cal Advocates” DR LCN-016 (Misc.), QS.
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Table 5-1: Test Year 2023-2024 Conservation Expenses67

Cal Advocates Proposed >
Program SGVWC Proposed Recommended Recommended
K-12 School
Education Program : : $0
(Funded by IEUA)
Education/Public $40,000 $40,000 30
Outreach Program
Gardening
Workshops $10,000 $0 $10,000
Residential Irrigation
Controller, Nozzles $300,000 $300,000 $0
Retrofit Program
Conservation Kits $20,000 $20,000 $0
High Efficiency
Toilet Distribution $100,000 $100,000 $0
Program
Large Landscape
Audits — CII $25,000 $25,000 $0
Customers
CII Water Efficient
Fixtures and
Devices/Turf $100,000 $100,000 $0
Removal Program
Recycle Water
Retrofit Program $100,000 $100,000 $0
TOTAL $695,000 $685,000 $10,000

87 Exhibit SG-7 (Swift), PDF page 20, line 1.
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Attachment 5-1: San Gabriel’s Response to Cal
Advocates’ DR LCN-016 (Misc.), Q8.
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RESPONSE NO. 8:

As of May 2022, Fontana has not received the finalized budget for the 2022-2024 |[EUA
Water Use Efficiency Programs. |EUA’s sub-agencies have elected to change how
programs are funded and the results have not been made public to any of the agencies.

Please see the table below for the Fontana Water Company Division’s expenses from
2009 to 2011. Please note two items: First, the Gardening Workshops were not offered
prior to 2009. Second, 2011 is the last year Fontana hired instructors for the workshops
prior to IEUA offering to cover the instructor cost.
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CHAPTER 6 PAYROLL

I. INTRODUCTION

This chapter presents recommendations for Payroll expenses and describes Cal
Advocates’ approach and adjustments in forecasting TY 2023-2024. The main difference
in Payroll expense is caused by the request for new positions and its impact on the
overtime budget. In the Fontana division, San Gabriel seeks authority to increase its

workforce by one new position: Facilities Maintenance Supervisor.

I1. SUMMARY OF RECOMMENDATIONS

The Commission should approve $9,214,320 in Payroll expenses for TY 2023-
2024. The Commission should authorize one Facilities Maintenance Supervisor. The
Commission should reduce the amount of overtime in the Fontana Division by $75,000

due to the allowance of a new Facilities Maintenance Supervisor position.

III. ANALYSIS

A. Facilities Maintenance Supervisor

In the current GRC, Cal Advocates requests a Facilities Maintenance Supervisor

due to Fontana division’s increased building and structure maintenance requirements over

the past 16 years.@ Cal Advocates reviewed San Gabriel’s request and responses to
discovery and concluded that its request for one Facilities Maintenance Supervisor is

reasonable, as discussed below.

1. Structure and Maintenance in Fontana Division

Over the past 16 years, the Fontana Division has increased its building and

structure maintenance requirements by 69,000 square feet, and has added 15 plants

88 £ hibit SG-7 (Swift), PDF page 34, lines 21-24.
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representing 69 acres worth of landscape maintenance, painting, fencing and weed
abatement requirements.Q San Gabriel points to some of its heaviest obligations which
come from permits received from the United States Forest Service and California
Department of Fish and Wildlife to operate and maintain San Gabriel’s Intake Facility in
Lytle Creek.2 Those permits allow Fontana Division to continuously operate its 20-acre
Lytle Creek surface water diversion facility, which includes a 7,000-foot subterranean
pipeline casement.”t The pipeline easement requires continual re-contouring the soft
plug, earthen berm and settling pond at the intakes facility, which requires constant
invasive weed management, trash removal, habitat management, fish salvages, sediment
transport monitoring and annual reporting for the life of the permit.ﬁ

Cal Advocates requested a breakdown of overtime hours worked by Facilities
Maintenance Department staff from 2006-2021 .2 on which San Gabriel noted that
employee overtime is limited since many of the projects are time-sensitive, leading to
contracting out work to one or more vendors. The spreadsheet indicated that the staff

performed 182.5 hours of overtime and 43 hours of double time over the past 16 years.

2. Facilities Maintenance Supervisor’s Duties
The Facilities Maintenance Supervisor would focus on scheduling work, checking
work, assuring safety practices are always being administered and provide coverage when
the Facilities Maintenance Superintendent is away from work on vacation or sick leave

At present, the Facilities Maintenance Supervisor is unable to perform the administrative

8 Exhibit SG-7 (Swift), PDF page 34-35.
I Exhibit SG-7 (Swift), PDF page 34-35.
1 Exhibit SG-7 (Swift), PDF page 34-35.
2 Exhibit SG-7 (Swift), PDF page 34-35.

3 Attachment 6-1: SGVWC’s response to Cal Advocates” DR LCN-007 (Supplemental Response), Qlc,
LCN-007 Supplemental Attachment B.

™ Exhibit SG-7 (Swift), PDF page 34-35.
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duties as well as the field supervision duties of the Facilities Maintenance Department.ﬁ
Since the Operations Manager must frequently cover administrative duties for the
Facilities Maintenance Supervisor while he is out inspecting field work, meeting job sites
with city personnel and/or pre-walking job sites to identify what to assign staff in the
coming days, the addition of the Facilities Maintenance Supervisor would apply the same
supervision redundancy that is recognized in Water Production, Water Treatment, Water

Distribution and Field Service.Z

3. Cost-Benefit Analysis: Contractor vs. Facilities
Maintenance Supervisor

In response to discovery,ﬂ San Gabriel provided a list of employee positions
and/or vendor who have performed facilities maintenance in the face of increased
requirements over the past 16 years. The list included a total of 14 in-house staff and 38
vendors.

Cal Advocates also requested that San Gabriel provide a cost-benefit analysis of
hiring a Facilities Maintenance Supervisor versus hiring a third party as needed or on a
contract basis. San Gabriel took the average of the most recent four calendar years
(2018-2021) to calculate the cost of facilities maintenance,ﬂ and then utilized the United
States Department of Agriculture (“USDA”) United States inflation long-term forecasts
starting in 2023 to apply a 2.5% inflation percentage. Cal Advocates took the liberty of
estimating the associated Pension & Benefits with a position of a similar salary utilizing
San Gabriel’s RO Model in order to reflect the comparison most accurately. Please see

the comparison illustrated in the table below.

5 Exhibit SG-7 (Swift), PDF page 34-35.
T8 Exhibit SG-7 (Swift), PDF page 34-35.

I Attachment 6-2: SGVWC’s response to Cal Advocates” DR LCN-007 (Supplemental Response), Q1b,
LCN-007 Supplemental Attachment A.

B Attachment 6-3: SGVWC’s response to Cal Advocates” DR LCN-007 (Supplemental Response), Q1d.
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Table 6-1: Contractor vs. Facilities Maintenance Supervisor

Contracted Cost Salary & Benefits Savings
$263,978 $111,212°2 $152,766

San Gabriel points to a couple of contributing factors to explain the high four-year
average contractor cost. One is the finalization of Fontana Division’s United States
Forest Service Easement in November 2017 for its Lytle Creek Diversion and Intakes
Facilities.2® The easement totals 19.75 acres at the diversion site, and an additional linear
easement along the Grapeland Tunnel pipeline to the Southern California Edison
diversion site, totaling 7,100 linear feet. Another is the Streambed Alteration Agreement
between San Gabriel and the California Department of Fish and Wildlife, which was
executed in January 2021, for routine maintenance activities of the Lytle Creek Diversion
and Intakes Facilities.2! These two efforts in particular also require specific enhancement
activities, including, but not limited to, logging, performing and reporting ongoing trash

: . s 82
removal and annual invasive plant removal form within the easement area.™

B. Overtime

The Commission should reduce the amount of overtime San Gabriel forecasts for
the Fontana Division by $75,000% because the newly authorized Facilities Maintenance
Supervisor position will reduce the need for overtime. San Gabriel forecasts the annual
salary for the new Facilities Maintenance Supervisor at $75,000, not including associated
Pension & Benefits plus Payroll Taxes, which should be offset by a reduction in

overtime.

B GRCWorkpapers — 2022, tab PR4, sum (salary, payroll taxes, 401k, insurance) of Cells BA48 through
BO48 ($88,607 salary).

80 Attachment 6-3: SGVWC’s response to Cal Advocates” DR LCN-007 (Supplemental Response), Q1d.
81 Attachment 6-3: SGVWC’s response to Cal Advocates” DR LCN-007 (Supplemental Response), Q1d.
82 Attachment 6-3: SGVWC’s response to Cal Advocates” DR LCN-007 (Supplemental Response), Q1d.

8 $50,000 (salary) multiplied by 1.5 (time-and-a-half to represent overtime).
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IV. CONCLUSION

The Commission should approve $9,214,320 in Payroll expenses for TY 2023-
2024. The Commission should authorize one Facilities Maintenance Supervisor position.
The Commission should adopt this recommendation because it addresses the need for
additional staffing for the operation of the new treatment facilities, thus increasing

productivity.
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DR LCN-007 (Supplemental Response), Qlc, LCN-007
Supplemental Attachment B.
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Overtime and DoubleTime hours for Faci

| DEPARTMENT

es Maintenance Dept Years 2006 thru 2021

Yeari;[

EMPLOYEE#| ~

Data

2006 2007 2008 2009 2010

2011

2012 2013

2017

2018 2019

2020 2021

Grand Total

=833

Sum of OVERTIMEHOURS
Sum of DOUBLETIMEHOU

=886

Sum of OVERTIMEHOURS
Sum of DOUBLETIMEHOU

=921

Sum of OVERTIMEHOURS
Sum of DOUBLETIMEHOU

=932

Sum of OVERTIMEHOURS
Sum of DOUBLETIMEHOU

=1016

Sum of OVERTIMEHOURS
Sum of DOUBLETIMEHOU

=1017

Sum of OVERTIMEHOURS
Sum of DOUBLETIMEHOU

=1044

Sum of OVERTIMEHOURS
Sum of DOUBLETIMEHOURS

=1065

Sum of OVERTIMEHOURS
Sum of DOUBLETIMEHOU

=1054

Sum of OVERTIMEHOURS
Sum of DOUBLETIMEHOU

115

BO

=1106

Sum of OVERTIMEHOURS
Sum of DOUBLETIMEHOURS

=1127

Sum of OVERTIMEHOURS‘
Sum of DOUBLETIMEHOURS

=1153

Sum of OVERTIMEHOURS‘
Sum of DOUBLETIMEHOURS

20

=1156

Sum of OVERTIMEHOURS‘
Sum of DOUBLETIMEHOURS

=1174

Sum of OVERTIMEHOURS‘
Sum of DOUBLETIMEHOURS

=1175

Sum of OVERTIMEHOURS‘
Sum of DOUBLETIMEHOURS

=1267

Sum of OVERTIMEHOURS‘
Sum of DOUBLETIMEHOURS

3.0

=1336

Sum of OVERTIMEHOURS‘
Sum of DOUBLETIMEHOURS

25

Total Sum of OVERTIMEHOURS ‘

3.0

15

16.0

Total Sum of DOUBLETIMEHOURS ‘

2.0

240
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Attachment 6-2: SGYVWC’s Response to Cal Advocates’
DR LCN-007 (Additional Employees), Q1.
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LCN-007 SUPPLEMENTAL ATTACHMENT A

Fontana Water Company Division Facilities Maintenance - In-House Staff Assistance and
Vendors Lists

All in-house staff and/or vendors listed below were active third party assistants and/or
contractors for the Fontana Water Facilities Maintenance Department from year 2006 thru
2021,

In-House Staff:

= Facilities Maintenance Supearvisar
Facilities Maintenance Technician Il
Facilities Maintenance Technician |
Watar Distribution Superintendeant
Watear Distribution Supervisor
Water Distribution Operator Il
Water Distribution Operator Il
Water Distribution Operator |
Water Production Superintendent
Water Production Supervisor
Water Production Operator |V
Water Production Operator 11
Water Production Operator 11

+ Water Production Operator |
Vendaors:

#  Kinco Weed Abatement

* Donegan Tree Services

+ Bell Roof Company

* \ortex Doors

= All Pro Flumbing Services

* T.A Rivard

*  Sun Down Window Tinting

*  Mariposa Landscape

# E&R Glass Contractors

= Multin Electric

* Lloyds Fence Company

& & # & & & & & & ¥ @

= United Air Conditioning

= G.M. Sager

= City of Fontana

*  Weatherite

* TE&R Ent