
 
 

Docket 
Exhibit Number 
Commissioner 
Administrative Law Judge 
Public Advocates Office 
Witness(es) 

: 
: 
: 
: 
: 
 

A.23-01-001  
Cal Adv - #  
Genevieve Shiroma 
Gerald F. Kelly  
Zaved Sarkar  
  

 

 
 PUBLIC ADVOCATES OFFICE 

CALIFORNIA PUBLIC UTILITIES COMMISSION 
 

 

 
 

REPORT ON   
PIPELINE REPLACEMENT, 

DEPRECIATION RESERVE & 
EXPENSE, RATE BASE & EARLY 

RETIREMENTS AND SATIVA 
PIPELINE PROJECTS  

[Public] 
 

 
 

 
 
 
 
 

San Francisco, California 
[August 14, 2023] 



i

MEMORANDUM...........................................................................................................III 

CHAPTER 1 PIPELINE REPLACEMENT...................................................................4 

I. INTRODUCTION ...................................................................................................4 

II. SUMMARY OF RECOMMENDATIONS .............................................................4 

III. ANALYSIS..............................................................................................................4 

A. Suburban’s Water Transmission System Performance................................6 

B. HDR’s Main Renewal Plan..........................................................................8 

C. Suburban’s Historical Pipeline Replacement.............................................11 

D. Paving Moratoriums from City of Whittier ...............................................14 

E. Pipeline Rehabilitation...............................................................................16 

F. Adders to the Overall Cost Estimate..........................................................19 

IV. CONCLUSION......................................................................................................19 

CHAPTER 2 DEPRECIATION RESERVE & EXPENSE .........................................22 

I. INTRODUCTION .................................................................................................22 

II. SUMMARY OF RECOMMENDATIONS ...........................................................22 

III. ANALYSIS............................................................................................................22 

IV. CONCLUSION......................................................................................................22 

CHAPTER 3 RATE BASE AND EARLY RETIREMENTS ......................................24 

I. INTRODUCTION .................................................................................................24 

II. SUMMARY OF RECOMMENDATIONS ...........................................................24 

III. ANALYSIS............................................................................................................25 

A. Rate Base ...................................................................................................25 

B. Working Cash ............................................................................................27 

C. Early Retirements.......................................................................................29 

D. Construction Work in Progress ..................................................................33 

IV. CONCLUSION......................................................................................................35 

CHAPTER 4 SATIVA PIPELINE PROJECTS ...........................................................36 

I. INTRODUCTION .................................................................................................36 

II. SUMMARY OF RECOMMENDATIONS ...........................................................36 

III. ANALYSIS............................................................................................................37 



ii

IV. CONCLUSION......................................................................................................38 

ATTACHMENT 1-1: A2301001 CAL PA DR ZS1-001 (PIPELINE
REPLACEMENT PROGRAM).........................................................................39 

ATTACHMENT 1-2: A2301001 CAL PA DR ZS1-004 (PIPELINE
REPLACEMENT PROGRAM 2) ......................................................................44 

ATTACHMENT 1-3: SUBURBAN'S MAIN BREAK RATE (2012
THROUGH 2022) ................................................................................................52 

ATTACHMENT 3-1: A2301001 CAL PA DR ZS1-005 (PLANT
RETIREMENTS): 2017 - 2021 PLANT RETIREMENTS
CALCULATIONS ...............................................................................................54 

ATTACHMENT 4-1: FULL PERMIT, ENGINEERING REPORT LOS
ANGELES COUNTY PUBLIC WORKS – SATIVA WATER
SYSTEM, SYSTEM NO. 1910147 (DATED DECEMBER 23, 2020).............60 

ATTACHMENT 4-2: ENGINEERING REPORT, PERMIT AMENDMENT
NO. 1910147PA-001, SUBURBAN WATER SYSTEMS - SATIVA,
SYSTEM NO. 1910147 (DATED APRIL 24,2023) .........................................108 

ATTACHMENT 4-3: PERMIT AMENDMENT LETTER FROM DDW TO
SUBURBAN (DATED APRIL 24, 2023) .........................................................127 



iii

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

Advocates) examined requests and data presented by Suburban Water Systems 

(Suburban) in Application (A.) 23-01-001 (Application) to provide the California Public 

Utilities Commission (Commission) with recommendations that represent the interests of 

ratepayers for safe and reliable service at the lowest cost. Zaved Sarkar prepared this 

report under the general supervision of Program Manager Richard Rauschmeier, Program 

& Project Supervisor Hani Moussa, and Project Lead Suliman Ibrahim. Shanna Foley is 

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 of the 

requests presented in the Application, the absence from Cal Advocates’ testimony of any 

particular issue does not constitute its endorsement or acceptance of the underlying 

request, or the methodology or policy position supporting the request.
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CHAPTER 1 PIPELINE REPLACEMENT 1

I. INTRODUCTION 2

This Chapter discusses Suburban’s proposed pipeline replacement schedule and 3

Cal Advocates’ recommendation.4

II. SUMMARY OF RECOMMENDATIONS 5

The Commission should approve a pipeline replacement rate of 0.99% over 3 6

years with a budget of $4,851,000 for 2023, $4,445,000 for 2024, and $4,823,000 for 7

2025. Suburban’s requested replacement rate of 3.51% over 3 years is unnecessarily 8

aggressive and will result in a higher cost to ratepayers without substantial benefits.  9

Suburban should continue at its recorded replacement rate and develop a plan10

demonstrating benefits to ratepayers if it seeks to increase its replacement rate.  The 11

recommended pipeline replacement budget is shown in Table 1-1 below.12

Table 1-1: Summary of Recommendations13

Suburban’s 
Budget 
($1,000s)

Cal 
Advocates 
Budget 
($1,000s)

Suburban’s 
Replacement 
Rate

Cal 
Advocates 
Replacement 
Rate

Suburban’s 
Replacement 
Miles

Cal 
Advocates 
Replacement 
Miles

2023 $19,013 $4,851 1.00% 0.33% 8.6 2.84
2024 $17,425 $4,445 1.00% 0.33% 8.648 2.84
2025 $28,550 $4,823 1.51% 0.33% 13.002 2.84
Total $64,988 $14,119 3.51% 0.99% 30.25 8.52

14

III. ANALYSIS  15

For Test Years 2024 and 2025, Suburban requests a pipeline replacement budget 16

of approximately $17.4 million and $28.5 million, respectively.  Suburban bases its 17

budget request on an annual replacement rate of approximately 1.00% and 1.51%,18

respectively.  Suburban also assumes it will spend $19 million to replace 1.00% of its 19
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pipelines in 2023.1 Table 1-2 presents a breakdown of Suburban’s proposed pipeline 1

replacements.  2

Table 1-2 Suburban's Proposed Pipeline Replacement3

2023 2024 2025 Total

Main Pipeline Replacement 
Miles 8.6 8.648 13.002 30.25

Replacement Miles as a % 
of Overall system 1.00% 1.00% 1.51% 3.51%

Main Pipeline Replacement 
Budget $19,013,000 $17,425,000 $28,550,000 $64,988,000

Main Pipeline Replacement 
Budget as a % of Overall 
Capital Budget 53% 33% 32% 36%

4

Further, Suburban requests $5.7 million for fire flow related pipeline projects2 and5

an additional annual budget of $450,000 in 2023, $639,000 in 2024, and $828,000 in 6

2025 for its miscellaneous pipeline replacement budgets.3 A majority of these requests 7

directly impact Suburban’s newly acquired Sativa system and will have a direct rate 8

impact on those customers, which are predominantly low income.4 The fire flow related 9

pipeline projects are discussed in Chapter 4 of this report.10

Suburban hired engineering consultant HDR to develop its “Final Suburban Water 11

Systems Water Main Renewal” asset management technical memorandum (“Main 12

Renewal Plan”).5 HDR analyzed Suburban’s water main infrastructure and developed a 13

1 Suburban Water System 2023 GRC, Lopez Direct (Final Application A-23-01-001).pdf: Pages 49, 142-
143 & 253-255.
2 Suburban Water System 2023 GRC, Lopez Direct (Final Application A-23-01-001).pdf: Pages 252-253.
3 Suburban Water System 2023 GRC, Lopez Direct (Final Application A-23-01-001).pdf: Pages 73-75,
167-169 & 280-282.
4 CPUC Approves Purchase of Sativa Los Angeles County Water District by Suburban Water Systems
https://www.cpuc.ca.gov/news-and-updates/all-news/cpuc-approves-purchase-of-sativa-los-angeles-
county-water-district-by-suburban-water-systems
5 Suburban 2023 Workpapers VOLUME III-E AM Plans & Master Plans CONFIDENTIAL (Final 
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recommended pipeline replacement schedule.  Suburban based its requests on HDR’s 1

analysis.  Cal Advocates discusses its findings regarding HDR’s Main Renewal Plan in 2

section B below.3

A. Suburban’s Water Transmission System Performance4

Suburban’s water system includes 860.4 miles of pipeline within two districts.5

Suburban’s application includes water loss audit results for its two districts for 2019 and 6

2020.6 Cal Advocates acquired additional water loss audit reports for 2017, 2018 and 7

2021.7 As part of the water loss audits, the American Water Works Association 8

(AWWA) audit software calculates an Infrastructure Leakage Index (ILI).  The ILI is the 9

ratio of “real losses” to “unavoidable water losses.”  “Real losses” is the value of system 10

leakage and storage tank overflows.8 “Unavoidable water losses” is the value 11

representing the “absolute minimal level that could be attained if all efforts were exerted 12

to contain losses, regardless of cost.”9 The ILI is a highly effective performance indicator13

for comparing (benchmarking) the performance or utilities in operational management of 14

real losses.10 In essence, the score indicates how well a water distribution system 15

performs and determines if further investments should be made to improve system16

performance. 17

Application)
6 A2301001 Cal PA DR ZS1-001 (Pipeline Replacement Program), Response No 4. (Attachment 1-1)
7 Reports collected from https://wuedata.water.ca.gov/awwa plans.
8 AWWA “Water Loss Control Terms Defined”, page 1. 
(https://www.awwa.org/Portals/0/AWWA/ETS/Resources/WLCwater-loss-control-terms-defined-awwa-
updated.pdf?ver=2014-12-30-084848-790)
9 AWWA “The State of Water Loss Control in Drinking Water Utilities”, page 7.

(https://www.awwa.org/Portals/0/AWWA/ETS/Resources/WLCWhitePaper.pdf?ver=2017-09-11-
153507-487)
10 A2301001 Cal PA DR ZS1-001 (Pipeline Replacement Program), Response (4 of 4) - AWWA- 2020
Whittier_La Mirada, Tab: Definitions.
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As shown below in Table 1-3, the 5-year average ILI score for Suburban’s San 1

Jose Hills District is 0.736.11 According to the AWWA Free Water Audit Software, a 2

score of less than 1.0 indicates one of two possibilities: (1) Either the data used to 3

perform the audit was flawed, or (2) the water system is operating in “a class with the top 4

worldwide performers in leakage control.”12 Suburban’s system is relatively young with 5

more than 40% of its system never having experienced a break, which is consistent with 6

the low ILI scores for both districts.  The ILI score for the San Jose Hills District is 7

comparable to the ILI score for the Whittier / La Mirada District.  Both systems have 8

relatively low leakage rates indicating that the ILI is more likely valid and not an error.9

Table 1-3: ILI Scores from 2017 through 202110

11
Suburban’s most recent 2021 ILI scores for both districts, of 0.31 and 1.29 12

respectively, show that Suburban is already operating at exceptional levels as compared 13

to the ILI score of 1.0, which is a world class ranking.  Further, both current ILIs are 14

lower than Suburban’s ILI from prior years. The average reduction in infrastructure 15

leakage score shows that Suburban’s system is improving at the current investment 16

levels. Given the already low ILI scores, it is unlikely increasing replacement rates1317

with additional spending will materially improve the actual water system’s performance.18

11 A2301001 Cal PA DR ZS1-001 (Pipeline Replacement Program), Response No 4 & Reports collected 
from https://wuedata.water.ca.gov/awwa plans.
12 AWWA Free Water Audit Software version 5.0 “Loss Control Planning.”
13 The proposed replacement rates from Suburban in this application is significantly higher than what 
they have historically replaced in the previous GRCs. Please see Section C: Suburban’s Historical 
Pipeline Replacement of this chapter for more details.

Distrcts 2017 2018 2019 2020 2021 5 year Avg
San Jose Hills 1.27 0.75 0.34 1.01 0.31 0.736
Whittier/La Mirada 1.45 1.02 1.44 2.52 1.29 1.544

ILI Scores
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B. HDR’s Main Renewal Plan1

Suburban engaged HDR, a third-party engineering consultant, to update the 2

pipeline condition assessment it had prepared for Suburban’s prior GRC application.3

HDR’s Main renewal plan has a goal break rate of 10 breaks per 100 miles of pipeline 4

per year, which is unnecessarily aggressive and significantly lower than The Partnership 5

for Safe Water’s Distribution System Optimization Program recommended goal of 156

breaks/100 miles/year.14 HDR’s Main Renewal Plan also groups pipelines into projects, 7

which leads to unnecessary replacement of used and useful pipeline.  HDR’s Main 8

Renewal Plan focuses on establishing a replacement rate that meets the aggressive goal of 9

less than 10 breaks per 100 miles per year and does not demonstrate increased ratepayer 10

benefits because of its proposed replacement rates. 11

To develop Suburban’s proposed pipeline replacement schedule, HDR reviewed 12

Suburban’s existing main pipeline data.  Suburban maintains this data in a Geographic 13

Information System (GIS) database.  HDR grouped Suburban’s pipe assets into 14

“projects.”  HDR states that grouping pipe lengths into “projects” provides more insight 15

into the quality of material used, installation quality, backfill quality, and construction 16

management quality.  HDR also states that replacing infrastructure in small units is not 17

cost effective.  The median length of Suburban’s main pipelines is 43 feet, and the 18

average asset length is 123 feet. 15 Using HDR’s project groupings, the median project 19

length is 464 feet, and the average length is 1,191 feet.20

Grouping a bigger pipe segment into construction “projects” unreasonably inflates 21

the number of estimated pipeline breaks.  Grouping pipelines that have not experienced 22

14 The partnership was founded by six organizations dedicated to safe drinking water: the U.S. EPA, the 
American Water Works Association (AWWA), the Water Research Foundation (WRF), the National 
Association of Water Companies (NAWC), the Association of State Drinking Water Administrators 
(ASDWA), and the Association of Metropolitan Water Agencies (AMWA). The Partnership program 
provides tools to assess the performance of distribution systems and develop plans to improve
performance beyond even proposed regulatory levels.

https://www.awwa.org/Resources-Tools/Programs/Partnership-for-Safe-Water (accessed on 04/17/2023)
15 SWS 2023 GRC - VOLUME III-E AM Plans & Master Plans CONFIDENTIAL (Final Aplication).pdf 
at pp. 1-2.
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any breaks or very few breaks with pipelines that have experienced several breaks causes 1

the entire grouped project to have an excessive break count even though much of the 2

pipeline is still functioning correctly.3

Another problem with creating “project” areas is that some parts of a project may 4

be under a city or county enforced moratorium that prohibits Suburban from replacing the 5

pipe. HDR counts the breaks in the parts of the project that are under a moratorium, 6

which keeps the project risk score up even after replacement.  This is because the sections 7

that are under moratorium are not replaced in the proposed window Suburban indicates 8

and will continue to have their associated breaks counted towards the project’s overall 9

score. Currently, the City of Whittier and the County of Los Angeles have a moratorium 10

on removing pavement or street cutting or trenching.  The City of Whittier moratorium 11

prohibits activity, excluding emergencies, for up to five years after pavement project 12

completion. City and County Moratoriums are also further discussed in section D below.13

To develop project break performance data, HDR used Suburban break data 14

between January 1, 1998, and December 29, 2017.  HDR used the recorded break data to 15

develop relationships between the recentness of experienced breaks and the age of the 16

pipe project to predict a pipe project’s break rate.  HDR also projected the break rates for 17

pipe projects that have yet to experience a break by predicting when the pipe project 18

would experience its first break.19

Upon Cal Advocates’ inquiry, Suburban provided the break rate summary for the 20

last 11 years which indicates a generally decreasing trend in break rates, as shown in 21

Graph 1.16 Moreover, the Partnership for Safe Water states that, for systems with more 22

than 15 breaks/100 miles/year, a five-year declining break rate indicates that a system is 23

making progress towards optimization.1724

16 A2301001 DR ZS1-004 Response #3.a - Break Rate Summary 2012-2022. Graph modified to show the 
declining trendline. (Attachment 1-3)
17 Partnership for Safe Water Annual Data Summary Report, dated April 2017, p. 38. 
(https://www.awwa.org/Portals/0/AWWA/Partnerships/PSW/PSW2017AnnualReportFinal.pdf?ver=2017
-04-03-083309-947 , accessed on 04/17/2023). 
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Graph 1: Suburban's Main Break Rate (2012 through 2022)1

2
Suburban’s break rates are lower than the national average.  Suburban’s average 3

break rate per year from 2012-2022 is 16 breaks/100 mile/year.18 According to a Utah 4

State University publication that studied national pipe break rates, the average pipe break 5

rate (regardless of cause) for water utilities is between 21 to 27 breaks per 100 miles of 6

pipeline per year.19 Suburban’s below average break rate further demonstrates the overall 7

system’s health.8

Suburban proposes setting a goal of 10 breaks/100 miles/year for its water 9

transmission system.  The AWWA Partnership for Safe Water Distribution System 10

Optimization Program sets the goal for a fully optimized system to be 15 breaks/100 11

miles/year.  Suburban’s target for a fully optimized system exceeds the AWWA goal by 12

33%.  Suburban’s goal break rate is unreasonable and will lead to premature pipeline 13

18 A2301001 DR ZS1-004 Response #3.a - Break Rate Summary 2012-2022, Tab: Summary 2012-2022.
(Attachment 1-3)
19 Water Main Break Rates In the USA and Canada: A Comprehensive Study.pdf, page 8 
(https://digitalcommons.usu.edu/cgi/viewcontent.cgi?article=1173&context=mae facpub , accessed on 
04/17/2023)
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replacement at a higher cost to ratepayers.  The replacement scenarios laid out by HDR 1

will lead to customer rates being approximately $7 million per year more than necessary.2

C. Suburban’s Historical Pipeline Replacement3

Historically, Suburban has replaced fewer pipelines than forecasted or authorized.  4

Suburban has requested high pipeline replacement budgets under the premise of 5

“urgency,” but then used authorized funds for other capital investment projects.6

In its 2017 GRC, Suburban proposed accelerating its pipeline replacement from a 7

historical replacement rate of 0.1% to 1% annually.20 CPUC adopted to a replacement 8

rate of 0.46% for 2018 and 2019 with authorized budgets of $3,986,000 and $8,627,000 9

respectively.2110

Graph 2 shows Suburban’s requested replacement budgets, adopted budgets, and 11

recorded budgets for 2011 through 2022.22.23 24 Graph 3 shows the requested, adopted, 12

and recorded miles of system replaced for 2011 through 2022.13

14

15

16

17

18

19

20

21

20 SWS 2017 GRC (A.17-01-001) Lopez prepared testimony Volume I pages 3 and 4.
21 D.19-05-029 at p. 11 and Appendix A at pp. 28 and 30.  
22 Requested budgets from Suburban’s GRC applications (A.11-02-002, A.14-02-004, and A.17-01-001).  
23 Adopted budgets in GRC decisions (D.12-04-009, D.14-12-038, and D.19-05-029).
24 Recorded data provided in email response from Suburban in “Response to SI Email 1-23-2020.xlsx” 
and “Data Request SN 2020-01-13 Response (2014-2019 Pipeline Replacement - $ & Length).xlsx.”
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In 2020 GRC, Suburban forecasted $6.6 million in 2020, $19.3 million in 2021,1

and $21.8 million in 2022 to replace 0.45%, 1.25% and 1.5% of pipelines in its systems 2

in those respective years. The Commission adopted a lump sum capital expenditure 3

budget as part of a settlement agreement between Cal Advocates and Suburban.25 At the 4

time of the current GRC filing (2023 GRC), Suburban has replaced 45,506 linear feet 5

(8.64 miles) in 2021 and is on pace to replace 48,725 linear feet (9.22 miles) of the total 6

system (860.4 miles) in 2022. This translates to a replacement rate of 1.01% for 2021 and 7

1.07% for 2022, which is approximately one-quarter less than what Suburban had 8

forecasted. Further, Suburban did not complete the list of projects it claimed it finished.9

Suburban stated in a data response that “The total settlement budgets in 2021 and 10

2022 included main replacement projects that equaled an average replacement rate of 11

1%.”26 This statement is misleading because there is no such agreement between Cal 12

Advocates and Suburban pertaining to replacement rates.27 The 1% replacement rate is13

Suburban’s internal calculation. Moreover, the settlement left the prioritization of capital14

expenditures up to Suburban’s discretion as noted in the settlement agreement: “. . . 15

within this overall capital budget, Suburban will have the flexibility to prioritize the 16

capital projects in order to best serve its customers..”28 Suburban’s own discretion of 17

prioritizing pipeline projects in this particular proceeding over other capital plant projects 18

to use up all of the adopted settled amount, should not be credited to their actual ability to 19

consistently finish adopted pipeline replacement rates.20

Furthermore, Suburban spent just over $54 million in the last 11 years (2012-2022) 21

to replace 32.3 miles or 170,897 linear feet of pipelines in their system, as shown in22

25 D2110024 Approving and Adopting Settlement Agreement Resolving Remainder of Disputed Issues, 
page 20.
26 A2301001 Cal PA DR ZS1-001 (Pipeline Replacement Program), Response No 2.a.
27 D2110024 Revised Settlement Agreement Between Suburban Water Systems and The Public 
Advocates Office
28 D2110024 Revised Settlement Agreement Between Suburban Water Systems and The Public 
Advocates Office, page 21.
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Table 1-4.29 This translates to approximately 2.93 miles per year or a 0.33% replacement 1

rate.30 The Commission should take this finding into consideration when determining the 2

appropriate replacement rate for Suburban's water systems.3

Table 1-4: Annual recorded expenditure for pipeline replaced by pipe size for 4

the past 11 years (2012-2022)5

6

D. Paving Moratoriums from City of Whittier7

The Commission should not approve funds for pipeline replacement projects that 8

cannot be completed in areas that are under paving moratoriums.  9

The City of Whittier informed Cal Advocates that utilities are notified of planned 10

moratoriums while projects are in the design phase.31 The status of all projects are also 11

publicly available on the City’s GIS website.  Suburban is requesting approval of the Mar12

Vista Street and Las Pasadas Road Pipeline Replacement projects; CP-448, shown in 13

Figure 1. Publicly available information on the City of Whittier Capital Improvement 14

Projects GIS website shows that this project area has recently finished a $7 million 15

improvement project. Figure 2 shows that a good portion of the project area is under a16

29 Data compiled from DR ZS1-001 #2b Response - Summary of Pipeline Replacement 2021-2022 and
DR ZS1-004 Response #3. b & 3.c - Pipeline Replacement 2012-2021 D_LF_$.
30 Cal Advocates calculated 170,897 linear feet or 32.3 miles/ 11 years = 2.93 miles/year from 2012-
2022. 2.93 miles of pipeline replacement is 0.33% replacement rate when compared to Suburban’s total 
860.4 miles of pipeline.
31 Email response from Helen Gonzalez, Engineering Technician at the City of Whittier Department of 
Public Works to Zaved Sarkar of Cal Advocates 4/18/2023.

Expenditure

4" 6" 8" 10" 12" 16" Total $
2012 Pipeline Replacement 48 2776 6704 23 8056 1432 19,039 $4,626,998
2013 Pipeline Replacement 0 709 3050 0 242 0 4,001 $812,993
2014 Pipeline Replacement 0 0 80 0 215 1,350 1,645 $1,324,148
2015 Pipeline Replacement 160 245 2,870 0 1,160 0 4,435 $577,480
2016 Pipeline Replacement 0 0 1,550 0 0 0 1,550 $597,314
2017 Pipeline Replacement 1,970 330 3,885 0 0 0 6,185 $1,755,981
2018 Pipeline Replacement 580 310 9,906 0 4,820 0 15,616 $6,354,652
2019 Pipeline Replacement 570 1,100 8,575 0 115 135 10,495 $3,362,372
2020 Pipeline Replacement 1,640 765 9,110 0 2,180 0 13,695 $3,488,888
2021 Pipeline Replacement 6,295 2,455 33,645 0 1,836 1,230 45,461 $13,946,787
2022 Pipeline Replacement 11,215 5,205 69,541 0 10,111 1,365 48775 $17,620,053

170,897 $54,467,666

Pipeline Replacement
Replacement Length (LF)

TOTAL
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paving moratorium.  The City of Whittier has confirmed that there is usually a 3–5-year1

moratorium in effect after a project is completed meaning the moratorium will be in 2

effect until at least end of 2025. Suburban is proposing to replace the pipeline in 2023 3

which falls directly under the moratorium timeline.4

<<BEGIN CONFIDENTIAL>>5

6

7
<<END CONFIDENTIAL>>8

9
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Figure 2 Colima Road Street Improvements Project Moratorium Area1

2
Suburban demonstrates a lack of basic planning by requesting ratepayer funds for3

pipeline replacements that cannot possibly be done as proposed because of municipally 4

enforced paving moratoriums. In fact, Suburban’s complete lack of awareness regarding 5

the most basic feasibility criteria for its proposed projects (especially when such 6

information is readily available publicly) brings into serious question the diligence by 7

which other aspects of its proposed capital budgets has been developed.  8

E. Pipeline Rehabilitation9

With a demonstrated lack of adequate planning pertaining to its pipeline 10

replacement projects, Suburban should compare and report to the Commission on the 11

cost-effectiveness of rehabilitative approaches as an alternative to proposed pipeline 12

replacements prior to receiving additional ratepayer funds.13
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Suburban has stated that it does not pursue pipe rehabilitation methods.321

Suburban states that methods such as Cure In Place Pipe (CIPP), spray on liners, or slip-2

lining are impractical.  Suburban claims that rehabilitation methods are recommended for 3

sewer applications and can be used for large transmission mains or distribution lines 4

without services but are not recommended in neighborhood distribution pipeline projects.5

Suburban did not provide any additional support for this claim.6

The AWWA classifies CIPP and spray on liners as non-structural (Class I), semi-7

structural (Class II and III), and fully structural (Class IV), depending on structural 8

capabilities.33 Fully structural liners act as a pipe within a pipe and are capable of 9

withstanding pressurization independently.  Semi-structural pipes have some structural 10

capabilities but also rely on the partial integrity of the host pipe.34 All Class II, III, and 11

IV types of liners are capable of withstanding pressurization.12

One case study published by the United States Environmental Protection Agency 13

(“EPA”) found several benefits to utilizing Spray-on Lining in water main rehabilitation.  14

A 2012 Somerville New Jersey case study found that a project had an equivalent linear 15

foot unit cost of $23535 in 2023 dollars compared to Suburban’s average linear foot cost 16

32 A2301001 Cal PA DR ZS1-004 (Pipeline Replacement Program 2), Response No 1. (Attachment 1-2)
33 AWWA Structural Classifications of Pressure Pipe Linings. 
(https://www.awwa.org/Portals/0/AWWA/ETS/Resources/StructuralClassificationsofPressurePipeLinings
.pdf?ver=2019-11-14-153455-907) Last accessed on 6/13/2023.
34 AWWA Structural Classifications of Pressure Pipe Linings, Page 10-13.
(https://www.awwa.org/Portals/0/AWWA/ETS/Resources/StructuralClassificationsofPressurePipeLinings
.pdf?ver=2019-11-14-153455-907) Last accessed on 6/13/2023.
35 EPA Performance Evaluation of Innovative Water Main Rehabilitation Spray-on Lining Product in 
Somerville, New Jersey page 7.( 
https://nepis.epa.gov/Exe/ZyNET.exe/P100DQM5.TXT?ZyActionD=ZyDocument&Client=EPA&Index
=2011+Thru+2015&Docs=&Query=&Time=&EndTime=&SearchMethod=1&TocRestrict=n&Toc=&To
cEntry=&QField=&QFieldYear=&QFieldMonth=&QFieldDay=&IntQFieldOp=0&ExtQFieldOp=0&Xm
lQuery=&File=D%3A%5Czyfiles%5CIndex%20Data%5C11thru15%5CTxt%5C00000003%5CP100DQ
M5.txt&User=ANONYMOUS&Password=anonymous&SortMethod=h%7C-
&MaximumDocuments=1&FuzzyDegree=0&ImageQuality=r75g8/r75g8/x150y150g16/i425&Display=h
pfr&DefSeekPage=x&SearchBack=ZyActionL&Back=ZyActionS&BackDesc=Results%20page&Maxim
umPages=1&ZyEntry=1&SeekPage=x&ZyPURL) Last accessed on 4/17/2023. The 2012-unit cost is 
escalated to 2023 dollars at an average rate of 3%.
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of $404.36 The case study also found a reduction of estimated CO2 emissions from 1

53,500 lbs., if traditional trenching and replacement were used, to 40,000 lbs., which 2

includes 13,000 lbs. due to the crew performing the lining having to travel 1,200 miles.373

The additional cost of CO2 emissions should be considered when performing the cost 4

benefit analysis to determine the optimal approach.  D.17-08-022 adopted interim 5

Greenhouse Gas Adder values to approximate the cost of additional CO2 production.386

The Water Research Foundation also published Web Report 4465 on the 7

Environmental Impact of Asbestos Cement Pipe Renewal Technologies.  The report 8

includes a case study of a CIPP liner that the Las Vegas Valley Water District used to 9

rehabilitate 3,100 feet of AC pipe.  The AC pipe has similar characteristics to Suburban’s 10

AC pipes and was installed in October 1963.39 The pipe operates at a pressure of 11

approximately 75 pounds per square inch (psi), which is similar to Suburban’s average 12

operating pressure of 67.4 psi in San Jose Hills40 and 70 psi in Whittier/La Mirada.41 The13

case study showed successful application of the CIPP with no service interruption to 14

customers by installing a temporary bypass line.  The case study also showed no evidence 15

of any additional asbestos release due to the CIPP application.16

Suburban should develop a more comprehensive approach to its pipeline 17

replacement program.  Suburban should consider all possible rehabilitative approaches to 18

36 The linear foot cost is found by dividing Suburban’s requested replacement budgets by the total linear 
feet to be replaced.
37 EPA Performance Evaluation of Innovative Water Main Rehabilitation Spray-on Lining Product in 
Somerville, New Jersey at p. 7.
38 Decision 17-08-022 p. 13 Table 2.
39 Water Research Foundation Web Report #4465 Environmental Impact of Asbestos Cement Pipe 
Renewal Technologies at p. 39. (Environmental Impact of Asbestos Cement Pipe Renewal Technologies | 
The Water Research Foundation (waterrf.org)) Last accessed on 4/17/2023.
40 2021 San Jose Hills Water Loss Audit Report collected from 
https://wuedata.water.ca.gov/awwa plans.
41 2021 Whittier La Mirada Water Loss Audit Report collected from 
https://wuedata.water.ca.gov/awwa plans.
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its system and show the cost-effectiveness of each approach, including the value of CO21

emissions.  Suburban’s request to increase the replacement rate to 1.01% and 1.51% is 2

unjustified and Suburban has not shown this accelerated replacement rate to be cost-3

effective.4

F. Adders to the Overall Cost Estimate5

The Commission should reduce the mobilization, de-mobilization, contingency6

and engineering service & inspection (“ESI”) cost factors Suburban applies to its routine 7

pipeline replacement projects to 0%.8

Pipeline replacement is a routine project with which Suburban has extensive 9

experience.  A 3% mobilization rate, 2% de-mobilization rate, 10% contingency rate and10

12% ESI rate on projects that Suburban has extensive experience in, is unnecessary.11

These adders on Suburban’s proposed pipeline replacement projects increase the rates of 12

customers approximately $2 million per year. Please refer to Brian Yu’s Testimony for13

more detailed information.14

IV. CONCLUSION 15

Table 1-5: Suburban’s Main Pipeline Replacement Versus Cal Advocates16
Suburban’s 
Budget 
($1,000s)

Cal 
Advocates 
Budget 
($1,000s)

Suburban’s 
Replacement 
Rate

Cal 
Advocates 
Replacement 
Rate

Suburban’s 
Replacement 
Miles

Cal 
Advocates 
Replacement 
Miles

2023 $19,013 $4,851 1.00% 0.33% 8.6 2.84
2024 $17,425 $4,445 1.00% 0.33% 8.648 2.84
2025 $28,550 $4,823 1.51% 0.33% 13.002 2.84
Total $64,988 $14,119 3.51% 0.99% 30.25 8.52

17
In sum, the Commission should approve a pipeline replacement rate of 0.33% per 18

year with a budget of 4,851,000 for 2023, $4,445,000 for 2024, and $4,823,000 for 2025.19

Suburban’s proposed replacement rate is unnecessarily aggressive as evidenced by its 20

low leak rates and break counts.  An annual replacement rate of 0.33% will continue to 21
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reduce leak rates and takes into consideration the other salient facts outlined in this 1

testimony: 2

The Commission should not approve funds for projects that cannot be 3
completed in areas that are under city paving moratoriums.4

Suburban should analyze and report upon the cost-effectiveness of5
rehabilitative approaches before receiving additional funds for pipeline 6
replacement.7

Suburban should consider the additional cost of CO2 emissions when 8
performing the cost benefit analysis to determine the cost-effectiveness of 9
rehabilitative approaches.10

The Commission should reduce the mobilization and de-mobilization rate 11
Suburban applies to its routine pipeline replacement projects from 3% &12
2% to 0%.13

The Commission should reduce the contingency rate Suburban applies to its 14
routine pipeline replacement projects from 10% to 0%.15

The Commission should reduce the engineering service & inspection rate 16
Suburban applies to its routine pipeline replacement projects from 12% to 17
0%.18

Suburban claims that its “proposed capital budget optimally balances investment, 19

conservation and affordability.”42 However, Suburban does not provide substantial data 20

that the pipeline replacement schedule it proposes is reasonable.  Suburban does not show 21

that the cost of such an accelerated pipeline replacement rate is necessary or cost-22

effective. Suburban also fails to consider alternative pipeline maintenance solutions such 23

as pipeline rehabilitation which is more cost effective and environmentally friendly.  24

Suburban’s current replacement rate is sufficient as evidenced by its low ILI scores and 25

minimal water loss.  Suburban’s decreasing ILI score shows improvement in system 26

efficiency at the current replacement level.  27

Suburban has also shown a trend of inflating its pipeline replacement budget 28

requests and diverting funds to other capital projects.  If Suburban wants to accelerate its 29

replacement rate, Suburban must demonstrate that an accelerated pipeline replacement 30

42 A2301001 Lopez Direct (Final Application) page 47 lines 4-5.
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rate benefits ratepayers and is cost-effective compared to other possible approaches like1

pipe rehabilitation.  Suburban should continue its replacement rate of 0.33%, which has 2

proven sufficient to maintain and improve system performance, without further 3

burdening the ratepayers.  4
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CHAPTER 2 DEPRECIATION RESERVE & EXPENSE 1

I. INTRODUCTION 2

This chapter presents Cal Advocates’ analyses and recommendations for average 3

depreciation.  Table 2-1 compares Cal Advocates and Suburban’s proposed average 4

depreciation.  Differences in depreciation are due to differences in plant additions and5

adjustment for early retirements, as discussed in other chapters. 6

II. SUMMARY OF RECOMMENDATIONS 7

The Commission should approve an average depreciation reserve of $151,841,8208

for base year 2023, $164,484,458 for test year 2024, and $177,701,899 for test year 2025,9

as shown in Table 2-1 (Columns B, D and F).10

III. ANALYSIS  11

Suburban prepared depreciation estimates in accordance with Standard Practice U-12

4-W.   Suburban calculated a composite depreciation rate of 3.711%.43 This calculation 13

is consistent with Suburban’s historical composite depreciation rate and is within the 2 to 14

4% normal composite depreciation rate described in Standard Practice U-4-W.15

Any differences between Suburban’s depreciation estimates and Cal Advocates’ 16

depreciation estimates are due to the differences in recommended plant projects described 17

in Chapter 3 of this report.18

IV. CONCLUSION 19

The Commission should approve an average depreciation reserve of $151,841,82020

for base year 2023, $164,484,458 for test year 2024, and $177,701,899 for test year 2025, 21

as shown in Table 2-1 (Columns B, D and F).22

43 Suburban Water System 2023 GRC, Aldinger Direct (Final Application A-23-01-001).pdf: Pages 13-
14
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Table 2-1: Total Company Depreciation Reserve.1

2

Description

2023 2024 2025

(A) (B) (C) (D) (E) (F)

Suburban Cal Adv Suburban Cal Adv Suburban Cal Adv

Depreciation Reserve, 
Beginning of Year Balance

$
144,524,657

$
145,772,663

$
155,539,195

$
157,910,976

$
167,562,911

$
171,057,939

Add:

Depreciation Accrual $ 15,489,332 $ 15,357,016 $ 17,341,567 $ 16,353,156 $ 19,464,093 $ 17,038,287

Salvage $ 62,847 $ 62,847 $ 62,847 $ 62,847 $ 62,847 $ 62,847

Less:

Retirements $ 1,871,533 $ 1,014,350 $ 2,821,548 $ 709,890 $ 3,164,512 $ 943,513

Cost of Removal $ 2,666,108$ 2,267,200 $ 2,559,150 $ 2,559,150 $ 2,869,700 $ 2,869,700

Depreciation Reserve, End of 
Year Balance

$
155,539,195

$
157,910,976

$
167,562,911

$
171,057,939

$
181,055,639

$
184,345,860

Average Depreciation Reserve 
for Rate Base

$
150,031,926

$
151,841,820

$
161,551,053

$
164,484,458

$
174,309,275

$
177,701,899
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CHAPTER 3 RATE BASE AND EARLY RETIREMENTS 1

I. INTRODUCTION 2

This chapter presents Cal Advocates’ analyses and recommendations for rate base.  3

Table 3-1 compares Suburban’s proposed rate base and Cal Advocates’ recommended 4

rate base.  Differences in rate base are due to differences in average depreciation reserve, 5

working cash, and early retirements as discussed in this chapter.   6

II. SUMMARY OF RECOMMENDATIONS 7

The Commission should approve total rate base estimates of $258,425,001 for test 8

year 2024, and $264,462,094 for test year 2025, as shown in Table 3-1 (columns D and 9

F) because they are reasonable, prudent, and cost-effective.10

The Commission should authorize a negative working cash amount of 11

($1,611,436) for the Year 2024, and a negative working cash amount of ($1,522,132) for 12

the Year 2025. This working cash estimate is based on using the final payment due date 13

to calculate property tax expense lag from the working cash calculation. 14

The Commission should require Suburban to use the December 10th and April 15

10th due dates as the payment dates in the lead-lag study for the first and second 16

installments of property taxes, respectively.  Using a final payment due date more 17

accurately reflects the lag time between when the property tax expense is incurred and 18

when payment is due.  19

The Commission should increase Suburban's depreciation reserve, combined for 20

all the districts, by $1,114,545 to account for the cost of extraordinary early retirements.21

This lowers the overall rate base.22

23
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III. ANALYSIS  1

A. Rate Base2

Suburban requests a total rate base of $310,728,365 for Test Year 2024, and 3

$371,344,104 for Test Year 2025. Cal Advocates recommends $258,425,001 for test 4

year 2024 and $264,462,094 for test year 2025.  Table 3-1 compares Suburban’s 5

proposals and the Cal Advocates’ estimates.6

Table 3-1 Total Company Rate Base.447

2024 2025

Description (A) (B) (C) (D)

Suburban Cal Adv Suburban Cal Adv

Utility Plant in 
Service, 
Average for 
Year

$494,944,306 $455,162,463 $554,153,862 $471,985,506

Construction 
Work In
Progress, 
Average for 
Year

$4,869,211 $455,946 $14,902,507 $1,293,705

Materials and 
Supplies, 
Average for 
Year

$677,065 $673,572 $685,190 $683,810

Working Cash -$350,185 -$1,611,436 $874,891 -$1,522,132

TOTAL 
ADDITIONS 
TO RATE 
BASE

$500,140,397 $454,680,545 $570,616,450 $472,440,889

LESS
DEDUCTIONS 
FROM RATE 
BASE:

Reserve for 
Depreciation

$161,551,053 $164,484,458 $174,309,275 $177,701,899

Advances for 
Construction

$7,080,731 $7,080,731 $6,840,991 $6,840,991

44 SWS 2023 GRC Workpapers Vol I CONFIDENTIAL (Final Application), Tab: MODEL, Table 8-1
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2024 2025

Description (A) (B) (C) (D)

Suburban Cal Adv Suburban Cal Adv

Contributions in 
Aid of 
Construction 
(C.I.A.C.)

$19,891,045 $19,891,045 $18,631,805 $18,631,805

Unamortized 
Investment Tax 
Credits

$35,286 $35,286 $24,569 $24,569

Accumulated 
Deferred Taxes, 
Taxable 
Advances For 
Construction

-$51,662 -$51,662 -$47,382 -$47,382

Accumulated 
Deferred Taxes, 
Taxable 
C.I.A.C.

-$3,177,171 -$3,177,171 -$3,061,869 -$3,061,869

Unamortized 
Deferred 
Revenue, 
Taxable 
C.I.A.C.

$330,397 $330,397 $362,104 $362,104

Accumulated 
Deferred Taxes, 
Taxable 
C.I.A.C. Gross-
Up

-$889,776 $889,776 -$853,421 -$853,421

Depreciation 
Timing 
Differences

$13,149,652 $12,830,514 $13,360,712 $12,589,431

Accumulated 
Deferred 
Income Taxes -
Interest During 
Construction 
(IDC)

-$2,974,381 -$2,340,337 -$3,741,950 -$2,442,283

Amortization of 
Interest During 
Construction

$827,979 $800,534 $962,304 $896,185
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2024 2025

Description (A) (B) (C) (D)

Suburban Cal Adv Suburban Cal Adv

TCJA -
Cumulative 
Unprotected 
IDC and Other 
(per AL 337-W)

$101,724 $101,724 $116,256 $116,256

TCJA -
Protected 
Excess Deferred 
Items (per AL 
337-W)

-$1,476,722 -$1,476,722 -$1,655,979 -$1,655,979

TOTAL 
DEDUCTIONS 
FROM RATE 
BASE

$194,398,155 $197,619,021 $205,247,414 $209,102,305

Add Parent 
Company's 
Allocated Rate 
Base

$4,986,123 $1,363,477 $5,975,069 $1,253,510

TOTAL RATE 
BASE

$310,728,365 $258,425,001 $371,344,104 $264,462,094

The differences between Suburban and Cal Advocates’ rate base amounts are a 1

result of adjustment to working cash amount, adjustment to depreciation reserve for rate 2

base and early retirements.  Cal Advocates’ adjustments to working cash amount and 3

early retirements are discussed below.4

B. Working Cash5

The Commission should authorize a negative working cash amount of 6

($1,611,436) for the Year 2024, and a negative working cash amount of ($1,522,132) for 7

the Year 2025.  This working cash estimate corrects the payment date for property tax.  8

Suburban requests a negative working cash allowance of ($590,911) for the Year 2023,9

($350,185) for the Year 2024, and a positive $874,891 for the Year 2025.10

a. Property Tax Lag Days11

The Commission should require Suburban to use the final payment due date to 12

calculate Property Tax lag days because it more accurately reflects the actual lag time 13
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between when expenses are incurred, and payment is due.  Suburban pays its property 1

taxes early, so using the actual payment date to calculate its Property Tax lag day 2

decreases Property Tax lag days.  Using the final payment due date will increase the 3

Property Tax lag days from 28.2 days to 39.6 days and reflect better cash management.4

Suburban uses the check date (date check for payment was issued) to determine 5

property taxes lag days in its lead-lag study.  For the service period from January 1, 20216

to June 30, 2021, Suburban uses a check date of April 8, 2021 for both Los Angeles and 7

Orange County.45 For the period from July 1, 2020 to December 31, 2020, Suburban 8

uses a check date of November 19, 2020 for Los Angeles County.469

Figure 3-1 below is a snapshot from Suburban’s workpapers that illustrates the 10

dates used.  The first two columns represent the service date.  The third column is the 11

check number, and the fourth column is the check date.12

Figure 3-1 Snapshot from Suburban’s lead-lag study workpapers.13

14
Orange County and Los Angeles County both collect taxes in two installments.  15

The Orange County Treasurer-Tax Collector’s website “Payment of Secured Property 16

Taxes” page states that the first installment of property tax is delinquent after December 17

10th and that the second installment is delinquent after April 10th.47 Similarly, the Los 18

Angeles County Office of the Assessor’s website “Important Dates for Apartment & 19

Business Owners” page list the same delinquent dates for the installments.48 In short, 20

Suburban is paying its property taxes early, as well as inappropriately using the date 21

45 SWS 2023 GRC – Workpapers Vol I CONFIDENTIAL (Final Application), Lead-Lag tab, cell H-85
and H-86.
46 SWS 2023 GRC – Workpapers Vol I CONFIDENTIAL (Final Application), Lead-Lag tab, cell H-87.
47 http://www.ttc.ocgov.com/proptax/securetaxpay
48 https://assessor.lacounty.gov/important-dates/

22. PROPERTY TAXES (SEMI-ANNUAL)
      LOS ANGELES COUNTY TAX COLLECTOR 01/01/21 06/30/21 838162355 04/08/21
     ORANGE COUNTY TAX COLLECTOR 01/01/21 06/30/21 838162106 04/08/21
      LOS ANGELES COUNTY TAX COLLECTOR 07/01/20 12/31/20 838156628 11/19/20
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when the check was issued as opposed to when the check is cashed, which is the more 1

accurate reflection of cash requirements. When the correct date is applied to calculate its 2

Property Tax lag days, it results in a decrease in lag days.   3

There is no penalty for paying the first installment of property tax on December 4

10th or for paying the second installment on April 10th.  Both Orange County and Los 5

Angeles County offer no-cost electronic check payments that can be made up to 11:596

pm of the last payment date and still be considered on time.49 507

There is no benefit to paying property taxes two weeks early (April 08, 2021,8

instead of April 10, 2021) or twenty-one days early (November 19, 2020 instead of 9

December 10, 2020) compared to paying on the due date.  Given that there is no 10

requirement to pay early and that doing so increases the cost to ratepayers, the 11

Commission should require Suburban to use the December 10th and April 10th due dates 12

as the payment dates in the lead-lag study for the first and second installments of property 13

taxes, respectively.  Manipulating dates to reflect a different working cash is a disservice 14

to the ratepayers.15

Changing the dates to April 10, 2021, and December 10, 2020, increases the 16

number of property tax lag days from 28.2 days to 39.6 days.  Increasing the property tax 17

lag days to 39.6 days lowers the working cash by $78,577 in 2024, and $88,566 in 2025.18

C. Early Retirements19

Early retirement of assets can lead to an imbalance between the depreciation 20

reserve and plant in service. The imbalance is in theory equaled out by assets that remain 21

in service longer than their expected serviced life. However, unlike assets that remain in 22

service longer than their useful lives, there is a cost for retiring an asset before it is fully 23

depreciated.24

25

49 http://www.ttc.ocgov.com/proptax/securetaxpay
50 https://ttc.lacounty.gov/pay-your-property-taxes
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a) Background Information1

Depreciation expense included in a utility’s annual authorized budget (i.e. revenue 2

requirement) recovers the original cost of utility plant, less the estimated net salvage, 3

over the useful life of the asset.51 The same amount of recorded depreciation  expense is 4

also recorded in the depreciation reserve, which is subtracted from rate base so that 5

shareholders do not continue to earn profit on the portion of their initial investment that 6

has been repaid by ratepayers.7

When an asset is retired from service, the original cost of the asset is removed 8

from the plant account (a credit) and the same amount is removed (a debit) from the 9

depreciation reserve.52 This is the standard ratemaking practice for retirements and results 10

in no change in rate base because it assumes the asset has been fully depreciated. For 11

example, a theoretical asset might have a value of $100 and a life expectancy of 10 years 12

(i.e., depreciation rate of 10%). After 10 years of service the depreciation reserve 13

associated with the asset would be $100 and when it is retired $100 is removed from 14

plant in service and $100 is removed from the depreciation reserve.15

When an asset is retired early, this standard ratemaking practice creates an 16

imbalance. Only a portion of the asset’s cost has accumulated in the depreciation reserve, 17

but the full original cost is deducted when the asset is retired. Because the depreciation 18

reserve is deducted from rate base, removing the full cost from the reserve when only a 19

portion has accumulated results in a net negative amount or a positive addition to rate 20

base.21

For example, if the same theoretical asset costing $100 is retired after five years of 22

service, $100 would be removed from plant in service and $100 would be removed from 23

the depreciation reserve, but only $50 of depreciation expense would have accumulated 24

in the depreciation reserve (i.e., $10 annual depreciation expense for five years). 25

Effectively the depreciation reserve was reduced by $100 when only $50 was added. As a 26

51 CPUC Standard Practice U-4-W page 6.
52 CPUC Standard Practice U-4-W page 7.
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result, there is a $50 net increase in rate base that lasts in perpetuity when the 1

depreciation reserve (containing a net negative balance of $50) is subtracted from rate 2

base.3

The Commission’s standard practice for determination of straight-line remaining 4

life depreciation accruals (SP U-4-W) recognizes this issue in what it deems 5

“Extraordinary Obsolescence.”53 SP U-4-W defines extraordinary obsolescence and6

states that “unexpected early retirement of a major unit of property may require some 7

form of an adjustment.” An adjustment for assets that have been retired extraordinarily 8

early is warranted.9

b) Analysis10

Cal Advocates examined Suburban’s retirements from 2017 through 2021. A 11

significant number of Suburban’s projects were retired with 50% or more of their useful 12

life remaining.54 To adjust for the imbalance created by these extraordinary early13

retirements, the net book value of the asset needs to be added back into depreciation 14

reserve. The adjustment to the depreciation reserve is the difference between the 15

accumulated depreciation and the undepreciated cost of the asset, which is equal to the 16

net book value. Attachment 3-1 to this testimony shows the necessary calculations to17

adjust for extraordinary early retirements of Suburban’s assets.5518

In Suburban’s two districts (San Jose Hills and Whittier/La Mirada), as well as 19

General Office, 163 assets were retired with 50% or more of their useful life remaining.5620

The total net book value associated with these assets is $1,114,545; accordingly, that 21

53 CPUC Standard Practice U-4-W page 42.
54 A2301001 Cal PA DR ZS1-005 (Plant Retirements), Response #1 (2017-2021 Plant Retirements).xls. 
Useful life based on depreciation rates found in Aldinger Direct (Final Application A-23-01-001).pdf:
Pages 57-61 and Table 7-2 in Suburban’s RO Model.
55 The retirement data was provided by Suburban in response to Cal Advocates DR ZS1-005.
56 A2301001 Cal PA DR ZS1-005 (Plant Retirements), Response #1 (2017-2021 Plant Retirements).xls. 
Useful life based on depreciation rates found in Aldinger Direct (Final Application A-23-01-001).pdf:
Pages 57-61 and Table 7-2 in Suburban’s RO Model.
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same amount needs to be added to the total depreciation reserve to account for the 1

extraordinary early retirements.2

Table 3-2 below summarizes the same depreciation reserve adjustments needed to 3

adjust for extraordinary early retirements for each district.4

Table 3-2 Number of Assets Retired Early Between 2017-2021 in All Districts,5
and Corresponding Net Book Value to be Added into Depreciation Reserve576

7

8
The Commission acts as a substitute for competition. In a competitive 9

environment, a business would not be able to benefit from early retirement of assets. 10

When an asset fails to last as long as expected, a cost is incurred, and a loss must be 11

reported.58 Assets not serving their expected lifetime are a normal risk of business. 12

Utilities are compensated for business risk through their Commission-approved rate of 13

return. Allowing Suburban to transfer the entire cost of an early retirement on to 14

ratepayers who must then provide shareholder profits in perpetuity on that cost despite 15

receiving no ongoing benefit from a retired asset is wholly inconsistent with what would 16

be allowed by market forces in a competitive environment.17

Under standard ratemaking, early retirement of assets leads to an imbalance 18

between accounts. For most assets that live slightly less or slightly longer than estimated, 19

the cost and benefits to ratepayers are trivial and theoretically offset each other. However,20

57 A2301001 Cal PA DR ZS1-005 (Plant Retirements), Response #1 (2017-2021 Plant Retirements).xls. 
Useful life based on depreciation rates found in Aldinger Direct (Final Application A-23-01-001).pdf:
Pages 57-61 and Table 7-2 in Suburban’s RO Model.
58 Effect of Depreciation on Balance Sheets, by James Collins (Published on 26 Sept, 2017) (Accesses on 
5/30/2023) https://bizfluent.com/info-7757071-effect-depreciation-balance-sheets.html 

Year Number of Assets Retired 
Early

Total Value to be Added 
into Depreciation Reserve

2017 30 333,710.23$                        
2018 20 8,216.69$                           
2019 32 65,579.47$                          
2020 30 56,069.95$                          
2021 51 650,968.56$                        
Total 163 1,114,544.90$                     
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the Commission has recognized that extraordinary retirements may require an adjustment 1

to prevent ratepayers from being burdened with the extraordinary cost of assets that fail 2

to achieve their estimated life expectancy. The Commission should adjust the 3

depreciation reserve consistent with the calculations presented in this chapter to prevent 4

Suburban from not only transferring the full cost of early retirements on to ratepayers but 5

from having ratepayers also pay shareholder profits on that cost.6

D. Construction Work in Progress7

The Commission should authorize CWIP balance of $755,613 for Year 2023,8

$455,946 for Year 2024, and $1,293,705 for Year 2025.  Suburban requests a CWIP of 9

$5,255,458 for Year 2023, $4,869,211 for Year 2024, and $14,902,507 for Year 2025.10

The Commission’s 1982 staff policy memorandum (CPUC CWIP Memo) outlines 11

the Commission’s position on including CWIP in the rate base.59 The memo found that 12

water utility capital projects require an average of four months to complete.  Based on 13

this memo, Cal Advocates does not expect projects to remain in CWIP for longer than 14

one year.15

Cal Advocates reviewed Suburban’s list of projects included in CWIP60 and16

removed projects that were over one year old from the beginning 2023, 2024 and 202517

CWIP balance. Cal Advocates also removed projects from CWIP balance that are 18

recommended for removal.19

20

21

22

23

24

25

59 State of California Memorandum “Policy for Including CWIP in Rate base for Water Utilities” (May 
11, 1982).
60 A2301001 Cal PA DR ZS1-006 (CWIP), Response #2 – CWIP.xlsx
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1

Table 3-3 List of projects removed from CWIP Balance612

3
Please refer to The Public Advocates Office’s Report on Plant Projects for the 4

Whittier La Mirada System and on the San Jose Hills Planned Projects and Water Quality5

which provide an in-depth analysis of the individual projects removed from the CWIP6

balance.7

The Commission should authorize CWIP balance of $755,613 for Year 2023, 8

$455,946 for Year 2024, and $1,293,705 for Year 2025. The recommended CWIP 9

estimates are based on the CPUC CWIP Memo that outlined the policy for including 10

CWIP in rate base for water utilities.  The Commission should use Cal Advocates’ CWIP 11

estimates because they conform to the Commission’s guidance for being reasonable, 12

prudent, and cost-effective.13

61 A2301001 Cal PA DR ZS1-006 (CWIP), Response #2 – CWIP.xlsx

2023 2024 2025
937,813$          Plant 128 Reservoir Replacement

41,389$            41,389$            Plant 506 Generator
32,275$            32,275$            Plant 235 Generator
20,871$            20,871$            Plant 165 Generator
64,293$            64,293$            Plant 118 Electrical Upgrades

1,188$               1,188$               Plant 118  Generator
4,729$               4,729$               Plant 119 Generator
6,565$               6,565$               Plant 504 Generator
1,852$               1,852$               Plant 121 W-1 & B-4 Generator 

4,213,683$       Well Drilling on City of La Mirada Yard
270,736$          270,736$          270,736$          Plant 410 W-1 Treatment Plant Installation

5,124$               5,124$               5,124$               Plant 201 PFAS/PFOA Treatment Plant
1,377,350$       1,377,350$       1,377,350$       Plant 201 PFAS/PFOA Treatment Plant

97,726$            97,726$            97,726$            Slope Stability - Plant 217 
1,924,098$       7,075,594$       1,750,936$       Total amount to be removed from RO

C.W.I.P. Balance Beginning of Year Project Description
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IV. CONCLUSION 1

The Commission should approve total rate base estimates of $258,425,001 for2

test year 2024, and $264,462,094 for test year 2025, as shown in Table 3-1 (columns D 3

and F) because they are reasonable, prudent, and cost-effective.4

The Commission should authorize a negative working cash amount of 5

($1,611,436) for the Year 2024, and a negative working cash amount of ($1,522,132) for 6

the Year 2025. This working cash estimate is based on using the final payment due date 7

to calculate property tax expense lag from the working cash calculation. 8

The Commission should require Suburban to use the December 10th and April 9

10th due dates as the payment dates in the lead-lag study for the first and second 10

installments of property taxes, respectively.  Using a final payment due date more 11

accurately reflects the lag time between when the property tax expense is incurred and 12

when payment is due.  13

The Commission should increase Suburban's depreciation reserve, combined for 14

all the districts, by $1,114,545 to account for the cost of extraordinary early retirements,15

which will lower ratebase by the same amount.16

17

18

19

20

21

22

23

24

25

26

27

28

29
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CHAPTER 4 SATIVA PIPELINE PROJECTS 1

I. INTRODUCTION 2

This Chapter discusses Suburban’s proposed fire flow related pipeline 3

infrastructure improvement projects in Sativa system and Cal Advocates’4

recommendation.5

II. SUMMARY OF RECOMMENDATIONS 6

The Commission should approve $366,899 for the Paulsen Avenue Pipeline 7

project in 2023, after removing contingency and ESI cost factors from the estimate.8

The Commission should reject $3,559,000 in 2024 and $2,151,000 in 2025 for 9

Suburban’s proposed fire flow related pipeline projects in the Sativa water system. 10

Suburban failed to provide adequate support to justify the need for these projects. 11

Table 4-1: Summary of Recommendations6212

13
14

62 Lopez Direct (Final Application), Pages 140-142, 252-253 and 523. Cal Advocates Budget for Paulsen 
Pipeline is calculated after removing contingency and engineering service & inspection factors.

Year Project Name Suburban’s 
Budget 

Cal 
Advocates 
Budget

2023 Paulsen Pipeline $431,004 $366,899 
2024 (1) Stockwell Pipeline (Backyard + Fire Flow) (Aranbe to Willowbrook$757,000 $0
2024 (2) Vesta Pipeline (Backyard + Fire Flow) $757,000 $0
2024 (3) E. Willowbrook Pipeline (Backyard + Fire Flow) $769,000 $0
2024 (5) Wilmington Pipeline (Fire Flow) $193,000 $0
2024 (10) W. Willowbrook Pipeline ( Alley) $526,000 $0
2024 (11) E. Willowbrook Pipeline (Alley) $557,000 $0
2025 (4) Jack & Bore (Fire Flow) $556,000 $0
2025 (6) Wayside Pipeline (Fire Flow) $356,000 $0
2025 (7) Vesta Pipeline (Fire Flow) $446,000 $0
2025 (8) Lucien Pipeline (Fire Flow) $293,000 $0
2025 (9) Stockwell Pipeline Fire Flow $500,000 $0

$6,141,004 $366,899TOTAL
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III. ANALYSIS  1

For Test Years 2024 and 2025, Suburban requests a pipeline replacement budget 2

to address alleged fire-flow concerns of approximately $3.6 million and $2.4 million, 3

respectively. Suburban states that these “capital improvement projects are necessary to 4

bring Sativa into compliance with the permit from the State Water Resource Control 5

Board (SWRCB) Division of Drinking Water (DDW).”636

In 2022, Suburban became the owner of the Sativa system. Although the previous 7

operator (LA County Department of Public Works) made numerous improvements, 8

Suburban identified “outstanding compliance issues” that need to be addressed.649

Suburban further states that Sativa’s current supply fails to meet fire flow requirements, 10

the Maximum Day Demand (MDD) and Peak Hour Demand (PHD).11

However, according to the December 2020 permit report from LA County 12

Department of Public Works, the Sativa system can meet both its MDD and PHD 13

requirements as mandated by Section 64554, Title 22 of the CCR, California Waterworks 14

Standards.65 The MDD and PHD is further supported by the addition of the City of 15

Compton Interconnection in the updated permit in April 2023.6616

Suburban’s assertion that the Sativa system cannot meet its fire flow requirements 17

is misleading. LA County Department of Public Works already constructed two separate 18

8-inch pipelines (Paulsen Avenue Waterline and Lucien Waterline67) that bring enough 19

pressure to the system to address fire flow issues.20

63 Lopez Direct (Final Application), Page 252.
64 SWS 2023 GRC Workpapers: VOLUME III-D Sativa Project Proposed, page 2.
65 Full Permit, Engineering Report Los Angeles County Public Works – Sativa Water System, System 
No. 1910147, page 13 (Dated December 23, 2020).
66 Engineering Report, Permit Amendment No. 1910147PA-001, Suburban Water Systems - Sativa, 
System No. 1910147, page 5-7, and Permit Amendment Letter from DDW to Suburban, to change the 
status of the City of Compton Interconnection from Emergency to Active (Dated April 24, 2023)
67 Full Permit, Engineering Report Los Angeles County Public Works – Sativa Water System, System 
No. 1910147, page 19-20. (Dated December 23, 2020)
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Furthermore, Suburban is in compliance with General Order 103-A’s (GO-103-1

A's) fire flow requirements because it took over an existing system, Sativa. GO103-A2

states “The utility shall not be responsible for modifying or replacing at its expense any 3

existing facilities, which are otherwise adequate, in order to provide increased fire flow 4

or duration due to changes in the standards after the initial construction.”685

Suburban’s misleading assertion that it is out of compliance with its operational 6

permit from DDW, is false. In fact, DDW’s permit does not have any fire flow 7

requirements and does not identify any fire flow deficiencies. The Commission should 8

not approve these projects as they are unnecessary and will negatively harm Sativa9

customers with unnecessary rate increases.  Sativa customers are currently on a fixed rate 10

that is planned to change starting January 1, 2024.11

IV. CONCLUSION 12

The Commission should approve $366,899 for the Paulsen Avenue Pipeline 13

project in 2023, after removing contingency and ESI cost factors from the estimate.14

The Commission should reject $3,559,000 in 2024 and $2,151,000 in 2025 for15

proposed fire flow related pipeline projects in the Sativa water system. Suburban failed to 16

provide adequate support to justify the need for these projects. 17

18

19

20

21

22

68 General Order (GO) 103-A, Section VI, 3. Replacement of Mains: A. Changes to Fire Code.
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Attachment 1-1: A2301001 Cal PA DR ZS1-
001 (Pipeline Replacement Program) 
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Attachment 1-2: A2301001 Cal PA DR ZS1-
004 (Pipeline Replacement Program 2) 
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Attachment 1-3: Suburban's Main Break 
Rate (2012 through 2022) 
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Attachment 3-1: A2301001 Cal PA DR ZS1-
005 (Plant Retirements): 2017 - 2021 Plant 

Retirements Calculations 
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Attachment 4-1: Full Permit, Engineering 
Report Los Angeles County Public Works – 
Sativa Water System, System No. 1910147 

(Dated December 23, 2020) 
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Attachment 4-2: Engineering Report, Permit 
Amendment No. 1910147PA-001, Suburban 
Water Systems - Sativa, System No. 1910147 

(Dated April 24,2023) 
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Attachment 4-3: Permit Amendment Letter 
from DDW to Suburban (Dated April 24, 

2023) 
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