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MEMORANDUM 1 

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

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

presented by Golden State Water Company (GSWC) in Application A.23-08-010 to 4 

provide the California Public Utilities Commission (Commission or CPUC) with 5 

recommendations in the interests of ratepayers for safe and reliable service at the lowest 6 

cost.  This report is prepared by Jawad Baki. Mehboob Aslam is Cal Advocates project 7 

lead for this proceeding.  Vitor Chan is the oversight supervisor, and Crystal Yu and Brett 8 

Palmer are the legal counsels. 9 

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

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

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

connotes neither agreement nor disagreement of the underlying request, methodology, or 13 

policy position related to that issue. 14 
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CHAPTER 1 Special Request #1 (Balancing and Memorandum 1 

Accounts) 2 

I. INTRODUCTION 3 

This chapter addresses GSWC’s Special Request #1 regarding Balancing and 4 

Memorandum Accounts (BAMAs) related requests and any requests for action related to 5 

those accounts.  As of May 31, 2023, GSWC has 31 BAMAs with a net undercollection 6 

of $17,064,251.1  The Direct Testimony of Ronald Moore presents GSWC’s proposed 7 

requests regarding these accounts.2 8 

A memorandum account is an accounting device that, after approval by the 9 

Commission or upon statutory notice, may be used by an Investor Own Utility (IOU) to 10 

record various expenses it incurs.3  The establishment of a memorandum account does 11 

not guarantee that the utility will recoup the tracked amount, but an IOU is precluded 12 

from recovering amounts not booked to a memorandum account.4 13 

A balancing account is a regulatory accounting method used to ensure the 14 

recovery in rates of specified expenditures authorized by the Commission.5  A balancing 15 

account can also be explained as a deferred debit account carried on an IOU’s books.6  16 

The IOU can initiate a request to the Commission to amortize any recorded expenses and 17 

the Commission can order the IOU to transfer and amortize the approved balance.  Public 18 

Utilities Code Section 792.5 requires the Commission to review the balancing accounts. 19 

 

1
 A.23-08-010, Direct testimony of Ronald Moore, p. 37 

2
 A.23-08-010, Direct testimony of Ronald Moore, p. 3 

3
 Standard Practice U-27-W, p. 3 

4
 Standard Practice U-27-W, p. 3 

5
 Standard Practice U-27-W, p. 8 

6
 Standard Practice U-38-W, p. A7 
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Currently, the vast majority of GSWC’s BAMAs result in surcharges,7 with the 1 

exception of only a few.8  The proliferation of Balancing and Memorandum accounts 2 

increase customer bills through surcharges, which are not reflected in the rate increases 3 

proposed in General Rate Cases (GRCs), and therefore called surcharge accounts.  The 4 

proliferation of surcharge accounts complicates the Commission’s review and increases 5 

ratepayers’ likelihood of paying the same costs twice.  In 1985, the then Executive 6 

Director of the Commission warned that “we can expect utilities to continually press for 7 

the comfort of more balancing accounts and the green light to file a variety of offset 8 

applications between general rate proceedings…it is the CPUC’s task to recognize that 9 

desire and pressure and weigh it against the need to have management incentive working 10 

to minimize costs.”9  The Executive Director also stated that the process of reviewing 11 

surcharge accounts has essentially shifted the burden of proof to Cal Advocates staff and 12 

intervenors to show expenditures are not prudent.10 13 

The surcharge accounts can mask the overall impact of IOU’s proposals in GRCs 14 

and the severity of rate increases.  For example, as of May 31, 2023, GSWC has a 15 

$17,064,251 undercollection in its Balancing and Memorandum accounts.11  This 16 

surcharge amount is approximately 3.65% of its total proposed Revenue Requirement for 17 

Test Year 2025.12 13  This amount is not reflected in the proposed revenue requirement 18 

 

7
 2023 GRC BAMA Workpaper - Summary- APP 

8
 Four BAMA has an overcollection balance as of May 31, 2023. 1) American Recovery and 

Reinvestment Act BA, 2) General Ratemaking Area BA, 3) 2018 Cost of Capital Interim Rate True-up 

MA, and 4) Pension and Benefits BA 

9
 Attachment 1-8: Balancing Accounts History, p. 6 

10
 Attachment 1-8: Balancing Accounts History, p. 4 

11
 2023 GRC BAMA Workpaper - Summary- APP 

12
 GSWC’s Proposed Revenue Requirement for the Test Year 2025 is $466,466,785. GSWC requested 

recovery in surcharge accounts totals: $17,064,251, which is around 2.83% of the proposed revenue 

requirement in Test Year 2025. ($17,064,251/ $466,466,785 = 3.65%). 

13
 GSWC's RO Model Workpaper titled 'W_Reports_All', Tab: SOE Summary, Cell AO26. 
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increase of $87,060,700 million (22.95% increase) for Test Year 2025.14  Therefore, the 1 

full impact of GSWC’s requests on ratepayers’ bills is not transparent.  A list of the 31 2 

BAMAs is available in Attachment 1-2.  3 

II. SUMMARY OF RECOMMENDATIONS 4 

1. The Commission should allow GSWC to recover the requested $1,245,729 5 

undercollection of nonarrearage-related expenses for the CEMA-COVID 19 6 

Memorandum Account, as of May 31, 2023.  The Commission should 7 

require GSWC to close this account by June 2026, after the amortization of 8 

the requested $1,245,729.  The remaining $2,343,966 recorded in this 9 

account is Account receivable (AR) reserve, which should be treated the 10 

same as CEMA-COVID-19 arrearages balance separately tracked outside of 11 

this account and should both be offset by incoming state and federal funding, 12 

as the balances are similar in nature. 13 

 14 

2. The Commission should require GSWC to refund $1,236,744 overcollection 15 

for the Pension and Benefits Balancing Account (PBBA), as of May 31, 16 

2023, and continue the account. 17 

 18 

3. The Commission should allow GSWC to amortize the Public Safety Power 19 

Shut-Off Memorandum Account (PSPSMA) balance as of May 31, 2023, but 20 

close the account by June 2026, and remove its reference from the 21 

preliminary statement.  The Commission should require GSWC to forecast 22 

the Public Safety Power Shut-Off expenses in the next GRC. 23 

 24 

4. The Commission should require GSWC to close the Aerojet Water Litigation 25 

Memorandum Account (AEROJET) by June 2026, once the ongoing 26 

authorized amortization is completed, then remove its reference from the 27 

preliminary statement.  GSWC’s request to keep the account open to track 28 

possible Water Availability Fees should be denied.  29 

 30 

5. The Commission should allow GSWC to amortize $161,302 undercollection 31 

in the Polyfluoroalkyl Substances Memorandum Account (PFASMA) 32 

balance as requested and continue the account.  GSWC's proposed 33 

modification of this account should be denied. 34 

 35 

 

14
 GSWC GRC A.23-08-010 
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6. The Commission should require GSWC to remove the unsubstantiated 1 

$9,537 amount recorded on May 12, 2023, from the CEMA - Emergency 2 

Disaster Relief Customer Outreach Memorandum Account (CEMA- 3 

EDRCO) workpaper.  The Commission should require GSWC to amortize 4 

the remaining balance and close this account.  GSWC's request to continue 5 

this account should be denied. 6 

 7 

7. The Commission should require GSWC to amortize the Clearlake Supply 8 

Expense Balancing Account (CSEBA) balance as of May 31, 2023, and close 9 

the account by June 30, 2026, regardless of the outcome of GSWC's request 10 

to include Clearlake supply expenses in the proposed Water Conservation 11 

Advancement Plan (WCAP). 12 

 13 

8. The Commission should allow GSWC to refund the requested overcollection 14 

balance to ratepayers as of May 31, 2023, and continue the General 15 

Ratemaking Area Balancing Account (GRABA).  The Commission should 16 

require GSWC to refund an additional $345,683 overcollection authorized in 17 

D.23-06-024 as a residual transfer to GRABA. 18 

 19 

9. The Commission should require GSWC to close four BAMAs: Tangible 20 

Property Regulations Collateral Consequences MA, CEMA - Emergency 21 

Consumer Protection, School Lead Testing MA, and 2018 Cost of Capital 22 

Interim Rate True-up MA and remove their respective references from its 23 

preliminary statement when the amortization is completed as authorized in 24 

D.23-06-024.   25 

 26 

10. The Commission should require GSWC to use consistent naming for its 27 

BAMAs in its workpapers and testimonies in future GRC proceedings to 28 

avoid confusion.15 29 

 30 

11. The Commission should require GSWC to report the previous GRC audited 31 

balance and corresponding ratemaking areas of every listed BAMA in future 32 

GRC applications. 33 

 34 

12. The Commission should order GSWC not to make workpaper entries before 35 

or after the authorized period of a certain cost.16 36 

 37 

 

15
 GSWC's Response to Cal Advocates DR JBQ-002 Q.5 

16
 2023 GRC BAMA Workpaper - Summary- APP, Tab 23, Cell F23  
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13. The Commission should direct GSWC to reduce the total number of 1 

surcharge accounts, close unnecessary accounts and remove their references 2 

from the related preliminary statements. 3 

 4 

Cal Advocates’ recommendations reduce regulatory burden, increase transparency, 5 

and ensure ratepayers pay only for prudently incurred costs. 6 

III. ANALYSIS 7 

GSWC requests to review BAMA balances as of May 31, 2023.  Out of 31 listed 8 

accounts, GSWC’s request on 23 accounts is reasonable.  These requests include no 9 

action, continuing the account, amortization of the balance, and closing the account as 10 

instructed in D.23-06-024.  For the remaining eight BAMAs, modifications to GSWC’s 11 

request are necessary, as follows:  12 

 13 

1. Catastrophic Event - COVID-19 Memorandum Account (CEMA-COVID-14 

19) for all Ratemaking Areas 15 

 16 

Account Name GSWC’s Request 

(as of May 31, 2023) 

Cal Adv’s Recommendation 

(as of May 31, 2023) 

CEMA-COVID-

19 

Amortize nonarrearage-related 

undercollection expenses of 

$1,245,729 

Amortize nonarrearage-related 

undercollection expenses of 

$1,245,729, close this account by 

June 2026. Treat remaining 

$2,472,227 AR reserve same as 

CEMA-COVID-19 arrearages 

balance tracked outside of this 

account 

 

 17 

GSWC’s CEMA-COVID-19 activated on March 4, 2020, and tracks unanticipated 18 

expenses related to COVID-19.17  As of May 31, 2023, the balance of this account is 19 

$3,717,956 undercollection.  This balance has two major portions, one is expenses which 20 

 

17
 A.23-08-010, Direct testimony of Ronald Moore, p. 19 
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accounts for $1,245,729 and the remaining difference is the AR reserve (bad debt) which 1 

is $2,472,227.18  2 

In this application, GSWC requests to amortize the expense portion of balance 3 

worth of $1,245,729 as of May 31, 2023.  This expense portion has two components, 4 

Courtesy Adjustment and Personal Protection Equipment (PPE) cost.19   After a review of 5 

GSWC’s workpaper entries, Prepared Testimony and Preliminary Statements, and 6 

response to Cal Advocates’ Data Request, GSWC’s request to recover $1,245,729 7 

undercollection recorded in the account as of May 31, 2023, is reasonable.   8 

However, the remaining $2,472,227 of the balance recorded as AR reserve should 9 

not be permitted recovery at this time.  In response to one of Cal Advocates’ Data 10 

Requests, GSWC confirmed that this arrearage amount represents unpaid bills by its 11 

customers due to COVID-19.20  GSWC plans to recover this balance any time after 12 

December 2024.21  However, GSWC’s account entries indicate that the company is 13 

occasionally able to recover these amounts through collection agencies.22  Therefore, the 14 

AR amount recorded by GSWC is contingent upon GSWC’s effort to collect from its 15 

customers through the collection agencies.  The Commission should not allow GSWC to 16 

recover this AR reserve balance until its collection efforts are exhausted.  17 

The AR reserve in this memorandum account is not the only arrearage balance 18 

GSWS tracks.  The company also tracks arrearage balances outside of this memorandum 19 

account.  GSWC calls it COVID-19 arrearages (aging balances) and it accounts for 20 

$8,338,735 as of March 2023.23  This balance represents customer balances (aged 30 21 

 

18
 2023 GRC BAMA Workpaper - Summary- APP, Tab 24 

19
 2023 GRC BAMA Workpaper - Summary- APP, Tab 24 

20
 GSWC's Response to Cal Advocates DR JBQ-002 Q.3b 

21
 GSWC's Response to Cal Advocates DR JBQ-002 Q.3g 

22
 Attachment 1-4 

23
 A.23-08-010, Direct testimony of Ronald Moore, p. 19 
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days and greater) and GSWC monitors the balance via its customer 30-day Aging List.24  1 

GSWC plans to continue monitoring the collections to determine if these bills are 2 

ultimately collected.25 3 

In Ronald Moore’s testimony, GSWC acknowledges that “recovery of CEMA 4 

COVID 19-related unpaid bills shall not occur until state and federal funding 5 

appropriated has been disbursed and applied to customer accounts and customer payment 6 

plans have been established.”26  7 

Both the $2,472,227 AR reserve arrearage in the memorandum account, and 8 

$8,338,735 COVID-19 arrearages (in the 30-day Aging List) are similar even though 9 

GSWC claims otherwise.  So, any federal or state grant received should be applied to 10 

both of these balances before requesting recovery.  11 

GSWC plans to apply for the extended Arrearage Program to recover qualified 12 

arrearages for services rendered from June 16, 2021, to December 31, 2022.27  Again, 13 

President Joe Biden lifted the COVID-19 emergency on April 10, 2023, therefore this 14 

memorandum account should be closed.  A reasonable time to close this account is June 15 

30, 2026, when GSWC will file its next GRC application.  The June 2026 timeline will 16 

provide enough time for GSWC to net out the arrearage balance based on grants received, 17 

and bills recovered through collection agencies.  18 

GSWC should recover the $1,245,729 expense of this account as of May 31, 2023, 19 

and should close this account by June 30, 2026.  The company should treat its AR reserve 20 

balance (tracked in this account) and Aging balance (tracked outside of this account) as 21 

similar in terms of federal/state grant treatment.  GSWC’s outstanding AR reserve 22 

 

24
 GSWC's Response to Cal Advocates DR JBQ-002 Q.3a 

25
 A.23-08-010, Direct testimony of Ronald Moore, p. 19 

26
 A.23-08-010, Direct testimony of Ronald Moore, p. 19-20 

27
 GSWC's Response to Cal Advocates DR JBQ-005 Q.1b 
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balance recorded in this account should not be used as a reason to continue the account 1 

beyond June 2026. 2 

 3 

2. Pension and Benefits Balancing Account (PBBA) for all Ratemaking Areas 4 

 5 

Account Name GSWC’s Request 

(as of May 31, 2023) 

Cal Adv’s Recommendation 

(as of May 31, 2023) 

PBBA Continue account Refund the overcollection, 

continue 

 6 

GSWC's PBBA tracks the monthly expenses difference between authorized and 7 

actual pension Costs based on Accounting Standard Codification 715-10 (“ASC 715-8 

10”), Compensation - Retirement Benefits (formerly known as FAS 87).28 9 

In this application GSWC requests to continue this account without amortization. 10 

As of May 31, 2023, the net cumulative balance of this account is a $1,236,744 11 

overcollection.29 12 

GSWC is not requesting to amortize the overcollection because the company 13 

predicts the actuarial pension expense for the remainder of 2023 could be higher than 14 

what is included in rates for 2023 and it could decrease the overcollection in the PBBA 15 

balance.30  16 

Although the balance could go down, it is also possible that the overcollection 17 

balance could increase over time.  GSWC’s witness Gladys Farrows echoes the same, 18 

stating “…if it (overcollection balance) continues will be refunded to customers in the 19 

future.”31  PBBA is a two-way balancing account, and GSWC should ensure that refunds 20 

 

28
 GSWC’s Preliminary Statement, OO 

29
 A.23-08-010, Direct testimony of Ronald Moore, p. 27 

30
 GSWC's Response to Cal Advocates DR JBQ-001 Q.5 

31
 A.23-08-010, Direct testimony of Gladys Farrow, p. 6, line 2 
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are given to ratepayers in the event of an overcollection.  Therefore, GSWC should not 1 

hold the PBBA overcollection balance for future amortization based on speculation, and 2 

instead the company should refund the balance when reviewed during a GRC consistent 3 

with standard practice and general orders, so that current ratepayers can see its benefits.32 4 

GSWC should refund the PBBA overcollection balance of $1,236,744 as of May 5 

31, 2023, and continue this account in this GRC period.   6 

 7 

3. Public Safety Power Shut-Off Memorandum Account (PSPSMA) for Los 8 

Osos, Santa Maria, Simi Valley, and Region III Ratemaking Areas 9 

 10 

Account Name GSWC’s Request 

(as of May 31, 2023) 

Cal Adv’s Recommendation 

(as of May 31, 2023) 

PSPSMA Amortize costs incurred after 

September 30, 2020, and 

continue account to track 

ongoing expenses only 

Amortize the balance as 

requested and close the account 

by June 2026, and remove its 

reference from the preliminary 

statement. Forecast the expense 

in the next GRC 

 11 

GSWC’s PSPSMA tracks incremental Operation and Maintenance (O&M) 12 

expenses and capital expenditures related to addressing public safety needs during Public 13 

Safety Power Shutoffs that are not otherwise accounted for in GSWC’s revenue 14 

requirement. 15 

As of May 31, 2023, the balance of this account is a $1,546,802 undercollection.33 16 

34  D.23-06-024 authorizes GSWC to amortize the September 2020 balance of $555,294 17 

which is included in the May 2023 balance of $1,546,802 reported in this application.  18 

 

32
 General Order 96-B, Section 8.5 - Balancing Account Amortization 

33
 A.23-08-010, Direct testimony of Ronald Moore, p. 36. This balance includes generator costs, 

generator maintenance, purchased fuel, etc 

34
 D.23-06-024 authorizes GSWC to amortize the September 2020 balance of $555,294 which is included 

in the May 2023 balance of $1,546,802 reported in this application 
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GSWC requests to recover $961,139 in costs incurred after September 2020, and 1 

continue the account.  After a review of GSWC’s workpaper entries, Prepared 2 

Testimony, Preliminary Statements, and response to Cal Advocates’ Data Request, 3 

GSWC’s request to recover the undercollection recorded in the account is reasonable. 4 

While I do not oppose GSWC’s request to amortize the undercollection, I 5 

recommend GSWC close this account by June 2026.  This account was established in 6 

2019 to track costs associated with Public Safety Power Shut-off events.  With the 7 

experience gathered from GSWC’s previous GRC, A.20-07-012, GSWC has a better 8 

understanding of High Fire Threat (HFT) districts, and associated expenses it may incur.  9 

Therefore, GSWC does not need a memorandum account anymore to address Public 10 

Safety Power Shut-off events. 11 

CPUC’s Standard Practice states that one of the requirements for memorandum 12 

account treatment is that “costs must be due to events of an exceptional nature that could 13 

not have been reasonably foreseen in the utility’s last general rate case.”35  GSWC’s 14 

request to continue the account goes against the memorandum account qualification 15 

criteria outlined in Standard Practice as it can now reasonably forecast these expenses.   16 

GSWC should amortize the balance as requested as of May 31, 2023, close this 17 

account by June 2026, and forecast the PSPS expenses in the next GRC. 18 

 19 

4. Aerojet Water Litigation Memorandum Account (AEROJET) in the Arden 20 

Cordova Ratemaking area 21 

 22 

Account Name GSWC’s Request 

(as of May 31, 2023) 

Cal Adv’s Recommendation 

(as of May 31, 2023) 

AEROJET Recalculate surcharges, as 

ordered in D.05-07- 045, 

Continue account. 

Continue authorized amortization 

but close the account by June 

2026, and remove its reference 

from the preliminary statement 

 23 

 

35
 Standard Practice U-27-W, p. 6 
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GSWC’s AEROJET MA was authorized in D.05-07-045 to track the 20-year 1 

amortization of legal expenses incurred from two lawsuits filed by GSWC against 2 

Aerojet involving the contamination of the water supply used to serve its Arden Cordova 3 

customer service area.  Starting in 2005, over a 20-year period, GSWC is supposed to 4 

amortize a $21,298,491 undercollection balance recorded in this account.36 5 

As of May 31, 2023, the net cumulative balance of this account is a $3,614,317 6 

undercollection.37 7 

Per D.23-06-024, a recalibrated temporary surcharge for the 2022-2024 rate case 8 

cycle is currently in effect.  In its testimony GSWC’s states “the AEROJET surcharge 9 

will continue through August 2025.”38  Since the authorized amortization of the 20-year 10 

period was started in 2005, I agree that the surcharge should be ended by 2025. 11 

In this application, GSWC requests to keep the account open beyond August 2025 12 

to record possible Water Availability Fees (WAF) collected from developers in the 13 

future.39  In response to a Cal Advocates’ Data Request, GSWC was unable to provide a 14 

timeline when the money could be received from the developers, if any.40  GSWC was 15 

also unable to answer whether the company will keep receiving money from the 16 

developers for the foreseeable future.41  17 

With such uncertainties, GSWC should not keep the account open based on 18 

speculation without a reasonable sunset date.  GSWC states the company will seek 19 

disposition of any balance in this account in its next GRC application.42  Based on 20 

 

36
 GSWC’s Preliminary Statement, RRR 

37
 A.23-08-010, Direct testimony of Ronald Moore, p. 27 

38
 A.23-08-010, Direct testimony of Ronald Moore, p. 27 

39
 A.23-08-010, Direct testimony of Ronald Moore, p. 27 

40
 GSWC's Response to Cal Advocates DR JBQ-003 Q.5a 

41
 GSWC's Response to Cal Advocates DR JBQ-003 Q.5b 

42
 A.23-08-010, Direct testimony of Ronald Moore, p. 27 
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today’s timeline, GSWC should file its next GRC application by mid-2026.  Considering 1 

all those factors I recommend GSWC to close this account by June 2026.    2 

GSWC’s preliminary statement part IIII states, GRABA allows to track “other 3 

authorized” amounts for subsequent amortization.  Thus, any WAF received should be 4 

tracked in GRABA and that will ensure the WAF payments are passed on to ratepayers in 5 

the form of a credit, as expected in Settlement Agreement in D.10-12-059.  In the event 6 

GSWC keeps receiving money from the developers, the company should forecast such 7 

revenue in the GRCs.  8 

GSWC should continue the 20-year authorized surcharge, close the account by 9 

June 2026, and remove its reference from the preliminary statement.  GSWC should track 10 

WAF payments (if any) to GRABA.  11 

 12 

5. Polyfluoroalkyl Substances Memorandum Account (PFAS) for all 13 

Ratemaking Areas 14 

 15 

Account Name GSWC’s Request 

(as of May 31, 2023) 

Cal Adv’s Recommendation 

(as of May 31, 2023) 

PFASMA Amortize, Continue, and 

Modify the scope of the 

account 

Amortize and continue without 

any modification of the account. 

 

 16 

GSWC’s PFASMA tracks the incremental expenses to comply with regulatory 17 

standards regarding per-and polyfluoroalkyl substances (PFAS) in drinking water that are 18 

not otherwise covered in GSWC’s revenue requirement.43 This account was established 19 

after the filing of A.20-07-012. 20 

As of May 31, 2023, the net cumulative balance of this account is $161,302.44  21 

After a review of GSWC’s workpaper entries, Prepared Testimony, Preliminary 22 

Statements, and response to Cal Advocates’ Data Request, GSWC’s request to recover 23 

 

43
 GSWC’s Preliminary Statement, LLLL 

44
 A.23-08-010, Direct testimony of Ronald Moore, p. 37 



 

1-13 

$161,302 undercollection recorded in the account is reasonable.  However, GSWC’s 1 

request to modify the scope of the account to record additional cost should be denied for 2 

the reason explained in Chapter 2 regarding GSWC’s Special Request #8 (Modification 3 

to PFAS Memo Account). 4 

GSWC should recover the undercollection as a surcharge as of May 31, 2023, and 5 

continue the account without modification.  6 

 7 

6. Catastrophic Event Memorandum Account - Emergency Disaster Relief 8 

Customer Outreach (CEMA-EDRCO) for all Ratemaking Areas 9 

 10 

Account Name GSWC’s Request 

(as of May 31, 2023) 

Cal Adv’s Recommendation 

(as of May 31, 2023) 

CEMA-EDRCO Continue account Disallow $9,537 recorded on 

May 2023, amortize the 

remaining balance, close this 

account by June 2026, and 

remove its reference from the 

preliminary statement 

 11 

GSWC’s CEMA-EDRCO was activated on September 9, 2019, as an extension of 12 

CEMA to include costs for implementing customer protections for declared state of 13 

emergencies.45  GSWC informed its customers of the protections afforded to them in the 14 

event of a catastrophic event.46  15 

As of May 31, 2023, the net cumulative balance of this account is a $41,545 16 

undercollection.47 After reviewing GSWC’s workpaper entries, GSWC should remove 17 

the recorded cost of $9,537, recorded on May 12, 2023.  18 

 

45
 D.19-07-015, p. 45, Advice Letter 1790 

46
 GSWC’s Preliminary Statement, HHH 

47
 A.23-08-010, Direct testimony of Ronald Moore, p. 18 



 

1-14 

In response to a Cal Advocates’ Data Request, GSWC states this $9,537 expense 1 

“was for the contracted services with ENCO Utility Services to handle increased 2 

customer calls to GSWC’s 24-hours Customer Service Center to inquire and make 3 

payment arrangements at the conclusion of the COVID-19 account disconnection 4 

protection.”48  President Joe Biden lifted the COVID-19 national emergency on April 10, 5 

2023.49  GSWC claims that recorded cost of $9,537 was incurred before April 10, which 6 

can be traced from the same ENCO invoice.50 7 

I reviewed the invoice and found no evidence that the recorded cost of $9,537 on 8 

May 12, 2023, was made during the COVID-19 emergency period.51  Therefore, the 9 

Commission should not allow GSWC to recover the balance of $9,537 tracked in this 10 

account.  11 

GSWC seeks to continue the account without a request for amortization.52  I 12 

recommend GSWC amortize the balance and close the account, as the company does not 13 

need it for ratepayers’ notification.  In response to a Data Request, GSWC confirmed 14 

that, previously, in absence of this account, GSWC would inform customers of 15 

protections via its website and by its 24-hour Customer Service Center.53  GSWC should 16 

continue this practice without increasing additional surcharge burdens to ratepayers.  17 

GSWC should remove the recorded cost of $9,537 on May 12, 2023, amortize the 18 

remaining undercollection as surcharge as of May 31, 2023, and close the account to 19 

remove its reference from the preliminary statement.  20 

 21 

 

48
 GSWC's Response to Cal Advocates DR JBQ-002 Q.2c 

49
 https://www.cnn.com/2023/04/10/politics/covid-19-national-emergency-end-biden/index.html  

50
 GSWC's Response to Cal Advocates DR JBQ-002 Q.2a 

51
 Attachment 1-3 

52
 A.23-08-010, Direct testimony of Ronald Moore, p. 18 

53
 GSWC's Response to Cal Advocates DR JBQ-002 Q.2b 

https://www.cnn.com/2023/04/10/politics/covid-19-national-emergency-end-biden/index.html


 

1-15 

7. Clearlake Supply Expense Balancing Account (CSEBA) for Clearlake 1 

Ratemaking Area 2 

 3 

Account Name GSWC’s Request 

(as of May 31, 2023) 

Cal Adv’s Recommendation 

(as of May 31, 2023) 

CSEBA Amortize & close if allowed to 

include expenses in proposed 

WCAP mechanism 

Amortize & close regardless the 

outcome of WCAP 

 4 

GSWC’s CSEBA tracks the incremental rate difference in the Clearlake Customer 5 

Service Area (CSA) between actual and adopted purchased water rates per ccf and 6 

purchased electricity rates per kwh.  Since the Clearlake CSA does not have an 7 

Incremental Cost Balancing Account (ICBA), this balancing account tracks rate 8 

fluctuations in the Clearlake CSA.54 9 

As of May 31, 2023, the net cumulative balance of this account is a $36,906 10 

undercollection.55  In response to a Cal Advocates’ Data Request, GSWC clarified that 11 

CSEBA is an Incremental Cost Balancing Account (ICBA).56 12 

In this application, GSWC requests to amortize and close the account if the 13 

company is allowed to include Clearlake supply expenses in the proposed Water 14 

Conservation Advancement Plan (WCAP).  As explained in Cal Advocates witness Sam 15 

Lam’s testimony, regarding GSWC’s Special Request #2, Cal Advocates recommends 16 

not to authorize GSWC to implement the proposed WCAP, so including Clearlake supply 17 

expense in that program is irrelevant.  Given this position of Cal Advocates, GSWC’s 18 

alternative request for CSEBA becomes to keep it open as is. 19 

 

54
 GSWC’s Preliminary Statement, TTT 

55
 A.23-08-010, Direct testimony of Ronald Moore, p. 28 

56
 GSWC's Response to Cal Advocates DR JBQ-01 Q.1c 
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However, I recommend to amortize and closing this account regardless of the 1 

outcome of proposed WCAP.  For details, please read Sam Lam’s testimony regarding 2 

GSWC’s Special Request #2.  3 

GSWC should recover the CSEBA balance as of May 31, 2023, close the account, 4 

and remove its reference from the preliminary statement by June 30, 2026.  5 

 6 

8. General Ratemaking Area Balancing Account (GRABA) for all 7 

Ratemaking Areas 8 

 9 

Account Name GSWC’s Request 

(as of May 31, 2023) 

Cal Adv’s Recommendation 

(as of May 31, 2023) 

GRABA Amortize costs incurred after 

September 30, 2020, Continue 

account 

Amortize as requested, continue 

account, also refund D.23-06-024 

authorized overcollection of 

$345,683 to GRABA as residual 

transfer 

 

 10 

GSWC's General Ratemaking Area Balancing Account (“GRABA”) tracks 11 

aggregate small residual dollar amounts from expired authorized amortizations and other 12 

authorized dollar amounts for subsequent amortization at the ratemaking area level.57 13 

As of May 31, 2023, this account has an overcollection balance of $307,495.58  14 

Out of this balance, $294,976 was authorized to amortize in D.23-06-024.  In this 15 

application, GSWC requests to amortize the net remaining balance in this account as of 16 

May 2023, which equals $12,519 in overcollection.59  After a review of GSWC’s 17 

workpaper entries, GSWC’s request to refund the overcollection is reasonable. 18 

 

57
 GSWC’s Preliminary Statement, Part IIII 

58
 2023 GRC BAMA Workpaper - Summary- APP, Tab ‘GRC Summary’, Cell B40 

59
 A.23-08-010, Direct testimony of Ronald Moore, p. 32 
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In addition, the settlement agreement adopted in D.23-06-024 authorizes GSWC to 1 

transfer the residual balances of $345,683 overcollection from four accounts.60  GSWC 2 

should refund the balance to the ratepayers as well.61 3 

GSWC should refund its requested overcollection balance to ratepayers as of May 4 

31, 2023, and continue the account. GSWC should also refund an additional $345,683 5 

overcollection authorized in D.23-06-024 as a residual transfer to GRABA. 6 

IV. CONCLUSION 7 

Out of 31 listed Balancing and Memorandum accounts, I do not oppose GSWC’s 8 

request on 23 of its BAMAs.  For the remaining eight BAMAs I have a different position 9 

than GSWC’s request as listed below:   10 

1. The Commission should allow GSWC to recover the requested $1,245,729 11 

undercollection of nonarrearage-related expenses for the CEMA- COVID 12 

19, as of May 31, 2023.  The Commission should require GSWC to close 13 

this account by June 2026, after the amortization of the requested 14 

$1,245,729.  The remaining $2,343,966 of this account is AR reserve and 15 

that should be treated as the same as CEMA-COVID-19 arrearages balance 16 

tracked outside of this account which could both be offset by incoming 17 

state and federal funding, as the balances are similar in nature. 18 

 19 

2. The Commission should require GSWC to refund $1,236,744 20 

overcollection for the PBBA, as of May 31, 2023, and continue the account. 21 

 22 

3. The Commission should allow GSWC to amortize the PSPSMA balance as 23 

requested, but close the account by June 2026, and remove its reference 24 

from the preliminary statement.  The Commission should require GSWC to 25 

forecast the Public Safety Power Shut-Off expenses in the next GRC. 26 

 27 

4. The Commission should require GSWC to close the AEROJET 28 

Memorandum Account by June 2026, once the ongoing authorized 29 

amortization is completed, and remove its reference from the preliminary 30 

 

60
 Randall-Bold BA, 2016 Interim Rates MA, Bay Point Hill Street Water Treatment Plant, and 2019 

Interim Rates MA 

61
 A.23-08-010, Direct testimony of Ronald Moore, p. 33 
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statement.  GSWC’s request to keep the account open to track possible 1 

Water Availability Fees should be denied. 2 

 3 

5. The Commission should allow GSWC to amortize the PFASMA balance as 4 

requested and continue the account, but GSWC's proposed modification of 5 

this account should be denied. 6 

 7 

6. The Commission should require GSWC to remove the unsubstantiated 8 

$9,537 recorded on May 2023 from the CEMA - EDRCO Memorandum 9 

Account workpaper.  The Commission should require GSWC to amortize 10 

the remaining balance and close this account.  GSWC's request to continue 11 

this account should be denied. 12 

 13 

7. The Commission should require GSWC to amortize the CSEBA balance as 14 

of May 31, 2023, and close the account by June 30, 2026, regardless the 15 

outcome of GSWC's request to include Clearlake supply expenses in the 16 

proposed WCAP. 17 

 18 

8. The Commission should allow GSWC to refund requested overcollection 19 

balance to ratepayers as of May 31, 2023, and continue the GRABA.  The 20 

Commission should require GSWC to refund an additional $345,683 21 

overcollection authorized in D.23-06-024 as a residual transfer to GRABA. 22 

 23 

The Commission should require GSWC to use consistent naming for its BAMAs 24 

in its workpapers and testimonies in future GRC proceedings to avoid confusion.62  25 

GSWC should not make workpaper entries before or after the authorized period of a 26 

certain cost.63 27 

GSWC should close the four64 BAMAs as directed in D.23-06-024.  Moreover, GSWC 28 

should try to close the unnecessary BAMAs to minimize the overall number of accounts, 29 

and therefore increase the transparency of the Commission’s rate-setting process as well 30 

as reducing the regulatory burden on the Commission.31 

 

62
 GSWC's Response to Cal Advocates DR JBQ-002 Q.5 

63
 2023 GRC BAMA Workpaper - Summary- APP, Tab 23, Cell F23 

64
 Tangible Property Regulations Collateral Consequences MA, CEMA - Emergency Consumer 

Protection, School Lead Testing MA, and 2018 Cost of Capital Interim Rate True-up MA 
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CHAPTER 2  Special Request #8 (Modification to PFAS 1 

Memorandum Account)   2 

I. INTRODUCTION 3 

This chapter presents analysis and recommendations on GSWC’s Special Request 4 

#8 - Modification to PFAS Memorandum Account.  Currently the PFAS memo account 5 

tracks the operational expenses only.  GSWC requests to modify it to include capital cost 6 

and to apply the full rate of return on that capital.  7 

II. SUMMARY OF RECOMMENDATIONS 8 

The Commission should deny GSWC's proposal to modify the PFAS 9 

memorandum account because the company does not need a memorandum account to 10 

build capital projects as GSWC can add completed projects to rate base in subsequent 11 

general rate cases.  Furthermore, GSWC's proposed expenditure is sizable and should be 12 

reviewed within the context of GSWC’s overall capital planning process and not 13 

separately through a surcharge account.  Moreover, the Commission should not allow a 14 

full rate of return on memorandum accounts because in any competitive business 15 

environment a company does not earn a profit during the construction. 16 

III. ANALYSIS 17 

PFAS (Per- and polyfluoroalkyl substances) are a group of man-made chemicals 18 

that are resistant to water.65  The federal government has not yet set MCLs for PFAS 19 

 

65
 https://www.hsph.harvard.edu/news/hsph-in-the-news/protecting-against-forever-

chemicals/#:~:text=Known%20as%20%E2%80%9Cforever%20chemicals%E2%80%9D%20because,%2

C%20cosmetics%2C%20and%20toilet%20paper  

https://www.hsph.harvard.edu/news/hsph-in-the-news/protecting-against-forever-chemicals/#:~:text=Known%20as%20%E2%80%9Cforever%20chemicals%E2%80%9D%20because,%2C%20cosmetics%2C%20and%20toilet%20paper
https://www.hsph.harvard.edu/news/hsph-in-the-news/protecting-against-forever-chemicals/#:~:text=Known%20as%20%E2%80%9Cforever%20chemicals%E2%80%9D%20because,%2C%20cosmetics%2C%20and%20toilet%20paper
https://www.hsph.harvard.edu/news/hsph-in-the-news/protecting-against-forever-chemicals/#:~:text=Known%20as%20%E2%80%9Cforever%20chemicals%E2%80%9D%20because,%2C%20cosmetics%2C%20and%20toilet%20paper
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compounds.  When there is an established MCL set by USEPA or SWRCB, water 1 

systems will be required to comply with the MCLs.66 67 68 2 

The EPA has proposed an MCL that will be established in the near future.  It is 3 

possible that the company could incur significant capital costs to meet the new MCL 4 

standards.69  The company predicts the costs would be substantial and could exceed over 5 

a million dollars per treatment site, and it wants to record these expenses in its existing 6 

PFAS memo account.70  Since the existing PFAS memo account was established only for 7 

tracking incremental operating costs, GSWC is requesting a modification of the memo 8 

account so the company can also record incremental capital costs on which the company 9 

can receive a full rate of return.71 10 

The Commission should not grant GSWC's request to modify the PFAS memo 11 

account for several reasons.   12 

First, GSWC has the operational flexibility to build urgent projects when needed.  13 

Attachment 2-1 presents many GSWC projects that were not approved in a prior GRC but 14 

currently are in Construction Work in Progress (CWIP).72  GSWC can exercise its 15 

operational flexibility and can request to include any completed projects that are used and 16 

useful in rates in a subsequent GRC. 17 

Secondly, GSWC asserts that PFAS project costs could exceed over a million 18 

dollars per treatment site.73  This sizable capital expenditure should be reviewed within 19 

 

66
 USEPA refers to United States Environmental Protection Agency 

67
 SWRCB refers to California State Water Resources Control Board 

68
 A.23-08-010, Direct testimony of Sunil Pillai, p. 6-7 

69
 A.23-08-010, Direct testimony of Sunil Pillai, p. 11 

70
 A.23-08-010, Direct testimony of Sunil Pillai, p. 10 

71
 A.23-08-010, Direct testimony of Sunil Pillai, p. 11 

72
 Attachment 2-1 

73
 A.23-08-010, Direct testimony of Sunil Pillai, p. 10 
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the context of GSWC overall capital planning process.  GSWC should not be able to 1 

evade the discipline of establishing and being held accountable to a capital budget—2 

which is what tracking costs in a memorandum account would provide.  Although GSWC 3 

has also indicated that it can file a separate application for PFAS related projects,74 it 4 

should include these potentially sizeable capital investments within its overall capital 5 

planning process to allow for prioritization of capital spending and transparency as to the 6 

impacts.     7 

For these reasons, the Commission should deny GSWC's proposal to modify the 8 

PFAS memo account.  Importantly, in its request to modify the memorandum account, 9 

GSWC requests to include carrying costs at GSWC's adopted rate of return (ROR) on all 10 

incremental plant investments.75  The Commission should not approve GSWC's request 11 

to record a full rate of return on the capital project it seeks to track in the PFAS 12 

Memorandum Account.  By requesting the full rate of return, GSWC is requesting to 13 

record profits during construction phases and before the project is used & useful.  A 14 

business operating in a competitive environment project would never be able to record 15 

profit on a project prior to its completion. As a substitute for competition, the 16 

Commission should not approve GSWC's request to record profit on this memorandum 17 

account. 18 

IV. CONCLUSION 19 

The Commission should deny GSWC's proposal to modify the PFAS 20 

memorandum account because a memo account is not necessary to build capital projects 21 

as the company can always exercise its operational flexibility.  Besides, GSWC's 22 

proposed expenditure is significant in nature which should occur as part of a 23 

comprehensive capital planning process and not through a piece-meal process using 24 

 

74
 A.23-08-010, Direct testimony of Sunil Pillai, p. 12 
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surcharge accounts.  GSWC’s request to record profit on capital projects during 1 

construction phases is unreasonable, as no company operating in a competitive business 2 

environment would be able to do so.  3 

 4 

  5 
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CHAPTER 3 Taxes Other Than Income (Property / Ad Valorem 1 

Taxes)   2 

I. INTRODUCTION 3 

This chapter presents analysis and recommendations related to Taxes Other Than 4 

Income (Property/Ad Valorem Taxes).  Payroll and local taxes are addressed by Cal 5 

Advocates’ witness Lauren Cunningham.  6 

II. SUMMARY OF RECOMMENDATIONS 7 

GSWC methodologies employed to forecast Property/Ad Valorem Taxes appear 8 

reasonable.  The differences in total estimated taxes between GSWC and Cal Advocates 9 

estimates are due to differences in forecasts for plant additions.  The Commission should 10 

adopt Cal Advocates’ Test Year estimates of Taxes Other Than Income. 11 

III. ANALYSIS 12 

The historic-cost-less-depreciation (HCLD) model is mainly used by assessors in 13 

California to assess the value of utility systems for Ad valorem tax purposes.  In the 14 

previous GSWC’s GRC,76 the five-year historical period served as the reference point for 15 

GSWC's property tax calculation.77  In this application, GSWC modified the historical 16 

 

76
 A.20-07-012 

77
 A.23-08-010, Direct testimony of Wayne R. McDonald, p. 17-18 

“the ratio was developed by reference to taxes associated with the lien dates January 1, 2021 and January 

1, 2022. The tax expense associated with a lien date applies to the state’s fiscal and property tax year of 

July 1 through June 30. Calendar-year property tax expense was then derived from the lien-date property 

tax expense to align with the forecasted years being on a calendar-year basis. The ratio of calendar-year 

property tax expense to simple average rate base as used pursuant to the Rate Case Plan was computed as 

the average of the two lien dates referenced above. The rate base was adjusted to remove the working-

cash and G.O.-allocation adjustments to improve comparability to the HCLD measure used by 

appraisers.” 
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reference period to account for the changes happened due to GSWC’s transfer of its 1 

electric utility division to a separate legal entity on July 1, 2020.78  2 

After a review of GSWC’s workpaper entries, Prepared Testimony and evaluating 3 

the Data Request responses, GSWC's method to forecast property tax expense is 4 

reasonable.79  5 

IV. CONCLUSION 6 

GSWC’s proposed methodology for forecasting Property Taxes for Test Year 7 

2025 is reasonable.  The differences in total estimated taxes are due to differences in 8 

forecasts for plant additions.  The Commission should adopt Cal Advocates’ Test Year 9 

estimates of Property/Ad Valorem Taxes.  10 

  11 

 

78
 A.23-08-010, Direct testimony of Wayne R. McDonald, p. 17-19 

79
 GSWC's Response to Cal Advocates DR JBQ-009 Q.2 and Q.3 
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CHAPTER 4 Income Taxes 1 

I. INTRODUCTION 2 

This chapter presents analysis and recommendations relating to regulated income 3 

tax expenses.  Regulated income tax expense is comprised of federal income taxes 4 

(“FIT”) and California Corporate Franchise Taxes (“CCFT”). 5 

My recommendations are based on analysis of GSWC’s application testimony, 6 

workpapers, and responses to data requests.80  The recommendations also rely on 7 

Commission decisions, information contained within the Internal Revenue Service’s 8 

(“IRS”) Internal Revenue Code (“IRC”), and information from the California Franchise 9 

Tax Board (“FTB”) when appropriate. 10 

II. SUMMARY OF RECOMMENDATIONS 11 

The Commission should require GSWC to use adopted 2024 CCFT amounts 12 

(instead of adopted 2023 CCFT amounts) for calculating the forecasted Test Year 2025 13 

federal-income-tax (FIT) deductions.  Additional differences in total estimated income 14 

taxes are due to differences in forecasted operating revenues, expenses, and plant 15 

additions. 16 

The Commission should incorporate any changes in federal and state tax laws made 17 

before the close of the record in this proceeding into the tax estimates for the Test Year 18 

2025 by allowing Cal Advocates and GSWC to review the new law(s) and submit revised 19 

estimates if there are significant changes before the close of the proceeding record. 20 

III. ANALYSIS 21 

The following section provides a brief background of regulated income tax 22 

expenses and discusses certain specific tax deductions, credits and other tax policy issues 23 

 

80
 GSWC's Response to Cal Advocates DR JBQ-009 Q.1 and Q.2 



 

4-2 

 

used to determine taxable income for ratemaking purposes.  Unless otherwise noted, all 1 

discussions apply equally to both federal and state tax expenses. 2 

Income tax expense is unique in that estimating this expense is not merely a matter 3 

of reviewing historical payments and then applying objective projection criteria to 4 

estimate Test Year tax expense, instead income tax expense is the composite of projected 5 

taxable income streams, booked expenses, special tax deductions, tax credits, calculated 6 

within the combined contexts of “real world” tax law, and “regulatory world” tax policy. 7 

Most of the Commission’s existing tax policy was established in D.84-05-036.  8 

Numerous subsequent decisions adopted a variety of changes in ratemaking tax policy to 9 

comply with changes in federal and state tax laws.  Examples of pertinent Commission 10 

decisions affecting tax policy are: 11 

1. D.84-05-036: adopted ratemaking policy for a variety of tax issues.81 12 

 13 

2. D.87-09-026: authorized various ratemaking methods that utilities may adopt 14 

to recover the federal tax imposed upon Contributions in Aid of Construction 15 

(“CIAC”) pursuant to the Tax Reform Act of 1986.82 16 

 17 

3. D.88-01-061: adopted ratemaking policies for a variety of tax issues.83 18 

 19 

4. D.89-11-058: methodology for calculating the prior year’s CCFT 20 

deduction.84 21 

 22 

Moreover, on December 22, 2017, the TCJA was signed into law. The TCJA 23 

represents the most significant overhaul of the IRC in more than 30 years. For regulated 24 

water utilities the pertinent changes are:85  25 

 26 

1. A reduction in the Corporate FIT rate from 35% to 21%. 27 

 28 

 

81
 D.84-05-036, May 2, 1984 

82
 D.87-09-026, November 14, 1986 

83
 D.88-01-061 January 28, 1988 

84
 D.89-11-058, December 22, 1989 

85
 The Tax Cuts and Jobs Act (Public Law No. 115-97 (Nov. 2, 2017) 131 Stat. 2054) 
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2. The repeal of the IRC Section 199 deduction for Qualified Production 1 

Activities. 2 

 3 

3. The repeal of Bonus Depreciation. 4 

 5 

4. The recognition of EDFIT. 6 

 7 

Cal Advocates’ recommendations incorporate these considerations to minimize 8 

regulated tax expenses to the greatest extent possible, which in turn minimizes revenue 9 

requirements for taxes. 10 

 11 

A. FIT Deduction for Prior Year’s CCFT 12 

D.89-11-058, the Commission’s decision regarding the methodology for 13 

calculating the prior year’s CCFT deduction, requires that the prior-year last Commission 14 

adopted CCFT amount be used as the deduction for CCFT in estimating FIT taxable 15 

income in the Test Year for ratemaking purposes.86 16 

In response to Cal Advocates’ email and phone call GSWC states that the company 17 

intended to use the adopted 2024 CCFT amounts as the state tax deductions for 18 

calculating the forecasted test-year 2025 federal-income-tax (FIT) deductions.  However, 19 

due to the delayed decision, D.23-06-024, the Adopted 2024 CCFT was not available to 20 

GSWC at the filing of A.23-08-010, so GSWC used Adopted 2023 CCFT as a 21 

placeholder.87 22 

Since D.23-06-024 is now available, GSWC has filed several Advice Letters, and 23 

the company will have the Adopted 2024 CCFT available in early 2024.88 24 

 

86
 D.89-11-058, Nov. 2, 1989, p. 9 

87
 Phone call between Cal Advocates (Victor Chan and Mehboob Aslam) and GSWC (Jenny Darney-

Lane) 

88
 Phone call between Cal Advocates (Victor Chan and Mehboob Aslam) and GSWC (Jenny Darney-

Lane) 
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Both GSWC and I agree that the 2024 Adopted CCFT should be used for FIT in 1 

TY 2025,89 just as the parties agreed on using the adopted 2021 CCFT for TY 2022 in the 2 

last GRC’s Settlement Agreement D.23-06-024. 3 

B. Deviation from Rate Case Plan 4 

GSWC has concerns about a possible inconsistency between the calculation of rate 5 

base in the third year of the GRC cycle and the calculation of depreciation and income-6 

tax expenses for the same year.  Per D.23-06-024, GSWC submitted a private letter ruling 7 

to the Internal Revenue Service requesting that they rule on the matter.90  For details on 8 

this matter, please read Direct Testimony of Cal Advocates witness Kerrie Evans on 9 

‘Issues of Controversy.’  10 

IV. CONCLUSION 11 

The Commission should require GSWC to use adopted 2024 CCFT amounts as the 12 

state tax deductions for calculating the forecasted test-year 2025 federal-income-tax (FIT) 13 

deductions.  Additional differences in tax estimates are due to different estimates for 14 

revenues, operating expenses, and plant additions.  GSWC should continue to flow 15 

through all tax benefits to ratepayers to the extent possible under the IRS and 16 

Commission’s tax policies. 17 

 

 

 

 

 

89
 Phone call between Cal Advocates (Victor Chan and Mehboob Aslam) and GSWC (Jenny Darney-

Lane) 

90
 A.23-08-010, Direct testimony of Wayne R. McDonald, p. 4, p. 2 
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CHAPTER 5 Depreciation  1 

I. INTRODUCTION 2 

This chapter presents analysis and recommendations for GSWC’s depreciation 3 

expense.  The differences are mainly due to differences in plant additions as discussed in 4 

Cal Advocates’ testimony on plants in this proceeding. 5 

II. SUMMARY OF RECOMMENDATIONS 6 

The Commission should require GSWC to use consolidated depreciation rates for 7 

its different ratemaking areas in Region II and Region III.  I recommend the following 8 

adjustments. 9 

1. Region II - Maintain consolidated depreciation studies for the Central 10 

District headquarters and the Southwest District Headquarters consistent 11 

with past Commission Decisions. 12 

2. Region III - Maintain consolidated depreciation studies for the Orange 13 

County District, Mountain Desert District Headquarters and Foothill 14 

District consistent with past Commission Decisions. 15 

Other differences between GSWC’s and Cal Advocates’ estimates are due to Cal 16 

Advocates’ recommended plant additions and balances.  17 

III. ANALYSIS 18 

The Commission should adopt Cal Advocates’ depreciation rates for this GRC. I 19 

agree with most of GSWC’s depreciation rates but disagrees with GSWC's proposal to 20 

use unconsolidated depreciation rate in Region II and Region III, as detailed below. 21 

 22 

 23 

 24 

 25 

 26 

 27 
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Table 5-1: GSWC’s Composite Depreciation Accrual Rates for TY 202591 1 

 2 

 3 

GSWC created separate studies for the Central and Southwest District Offices in 4 

the Region II study and the Orange County, Foothill, and Mountain Desert District 5 

Offices in the Region III study.92  In Response to Cal Advocates’ Data Request, GSWC 6 

states that this was done to reflect the depreciation activity more accurately in these 7 

 

91
 GSWC workpaper SEC-50_RB_Depr Reserve, Tab ‘IN_Depreciation Rate’ 

92
 A.23-08-010, Direct testimony of Matt Winslow, p. 3 

Service Area/District Office GSWC Cal Advocates

Arden Cordova 2.04% Does not oppose

Bay Point 1.76% Does not oppose

Clearlake 2.10% Does not oppose

Los Osos 2.43% Does not oppose

Santa Maria 2.24% Does not oppose

Simi Valley 1.95% Does not oppose

Northern District 8.92% Does not oppose

Coastal District 6.98% Does not oppose

Region 2 1.77% Does not oppose

Central District 6.78% 1.77%

Southwest District 13.04% 1.77%

Region 3 1.91% Does not oppose

Orange County District 12.54% 1.91%

Foothill District 8.64% 1.91%

Mountain District 10.25% 1.91%

GO - Corporate Support 6.32% Does not oppose

GO - Utility Support 8.11% Does not oppose

GO -General Operation 13.57% Does not oppose
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offices and be consistent with the separate studies already being performed for the district 1 

offices in the Region I.93 2 

Region II and Region III are consolidated ratemaking areas; thus, all their costs 3 

should remain combined.  The Commission in Rulemaking 11-11-18 noted the objective 4 

of setting rates that balance investment, conservation, and affordability for multi-district 5 

water utilities.  The consolidation of Region II and Region III met these objectives.  6 

Moreover, GSWC’s proposed individual depreciation accrual rates are much greater than 7 

the consolidated application accrual rates for each region.   8 

The Commission should deny GSWC’s proposal since the service areas are 9 

consolidated and its proposal to use unconsolidated depreciation rates in Region II and 10 

Region III results in much greater depreciation accruals that will hurt ratepayers.  11 

IV. CONCLUSION 12 

The Commission should adopt Cal Advocates depreciation rates reflecting my 13 

recommendations described above, since the costs of consolidated ratemaking should 14 

remain combined.  Any other differences between GSWC’s depreciation estimates and 15 

Cal Advocates’ depreciation estimates are due to the differences in recommended plant 16 

projects described in Cal Advocates’ testimony on plant in this proceeding. 17 

 18 

 

93
 GSWC's Response to Cal Advocates DR JBQ-006 Q.2a 
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CHAPTER 6 Working Cash  1 

I. INTRODUCTION 2 

This chapter presents analysis and recommendations on GSWC’s lead-lag days 3 

and allowance for working cash.  Recommendations provided in this chapter are based on 4 

an analysis of GSWC’s application, testimony, workpapers, and GSWC’s responses to 5 

Cal Advocates’ data requests. 6 

II. SUMMARY OF RECOMMENDATIONS 7 

The Commission should deny GSWC’s proposed WRAM/MCBA adjustments in 8 

calculating the revenue lag days because it will compensate the company twice by 9 

allowing it to earn both a return and interest on its WRAM/MCBA balances. 10 

III. ANALYSIS 11 

The working cash allowance is a component of the rate base.  It can be positive or 12 

negative.94  Positive working cash increases rate base and negative working cash 13 

decreases rate base.  The purpose is to compensate investors for funds provided by them 14 

that are permanently committed to the business for the purpose of paying operating 15 

 

94
 The Pacific Telephone and Telegraph Company Decision No. 67369 62 Cal. PUC 775, 821 (1964) 

upheld by the California Supreme Court in S.F. 21788, April 28, 1965 shere the Commission disallowed 

$6,800,000 (which Pacific termed “negative working cash”) from Pacific’s claimed rate base for the test 

year. The Commission found that where the funds supplied to Pacific by others than investors are greater 

than the amount required for working cash, the excess amount should be deducted from rate base. The 

Court commented “This view appears sound and fair, the decision sets forth detailed findings on the 

subject, and no error is shown.” Cited in Subj. Ref. H-9, June 9, 1966. see also: 

The Pacific Lighting Gas Supply Company Decision No. 63706 59 Cal. PUC 610, 625 (1962) 

D.84-02-052, February 16, 1984, In the Matter of the Application of SAN GABRIEL VALLEY WATER 

COMPANY, a California corporation, for authorization to issue and sell not exceeding $4,737, 500 

aggregate principal amount of its First Mortgage Series M, 12-1/2% Bonds Due February 1, 1999, to 

execute and deliver an Eighteenth Supplemental Trust Indenture and to purchase and retire all of its 

outstanding Preferred Stock at 23 
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expenses in advance of receipt of offsetting revenues from its customers and to maintain 1 

minimum bank balances.95 2 

For ratemaking purposes, a working cash allowance is usually calculated through a 3 

lead-lag study.  A “lead” signifies that the receipt or payment of cash preceded the 4 

services to be rendered while a “lag” denotes that receipt or payment of cash followed the 5 

rendered services.  GSWC’s Prepared Testimony by Brad Powell presents GSWC’s 6 

methods of calculating lead-lag and working cash allowance. 7 

In calculation of revenue lag days, GSWC includes estimated net WRAM/MCBA 8 

balances, in addition to estimated revenue data.  GSWC’s request is not reasonable 9 

because it will compensate the company twice on its WRAM/MCBA balances as 10 

GSWC’s request would allow the company to earn both a return and interest on its 11 

WRAM/MCBA balances.  In GSWC’s past GRCs, Cal Advocates explained:  12 

GSWC is allowed to earn interest on WRAM balances at a 90-day 13 

commercial paper rate. If WRAM balances are also allowed in calculating 14 

revenue lead lag days, the forecasted WRAM balance will flow into the rate 15 

base through working cash and ratepayers will pay an additional return. 16 

Under GSWC’s proposal, WRAM balances will earn a return twice from 17 

ratepayers – once from working cash in rate base, equaling the authorized 18 

rate of return, and then from the recovery of interest in WRAM surcharges. 19 

Hence, to correct this situation, ORA removes WRAM balances from 20 

GSWC’s calculation of revenue lead lag days.96 21 

 22 

Thus, GSWC’s proposal is not reasonable because it would allow the company to 23 

collect accrued interest from ratepayers as well as a rate of return on WRAM balances.97 24 

The table below presents the impact of including GSWC’s WRAM/MCBA adjustment to 25 

the revenue lag day estimates.98 26 

 

95
 CPUC Standard Practice U-16-W, p. 1-2 

96
 A.14-07-006, ORA Company-Wide Report on the Results of Operations, page 47 

97
 GSWC's Response to Cal Advocates DR JBQ-009 Q.4 

98
 Clearlake CSA do not have WRAM/MCBA 
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Table 6-1: WRAM/MCBA Impact on GSWC’s estimated revenue lag days99 1 

 2 

 3 

IV. CONCLUSION 4 

The Commission should deny GSWC’s proposed WRAM/MCBA adjustments in 5 

the revenue lag day calculations as it would allow the company to collect from ratepayers 6 

accrued interest as well as a rate of return on WRAM balances.  More importantly, 7 

ratemaking is performed specifically so that there is no under or overcollection in the test 8 

year.  Including an estimate for WRAM means forecasting an undercollection in 2025 9 

and 2026, which is nonsensical as it might occur, but it is unreasonable to predict that it 10 

will. 11 

  12 

 

99
 GSWC workpaper SEC-50_RB_Working Cash, Tab ‘Revenue Data WS-2’  

Ratemaking 

Area

Without 

WRAM/MCBA

With 

WRAM/MCBA

WRAM/MCBA

Adjustment

Arden Cordova 46.5 66.8 20.3

Bay Point 33.2 18.3 -14.9

Clearlake 32.9 32.9 0

Los Osos 47.9 48.7 0.8

Santa Maria 33.6 74.0 40.4

Simi Valley 44.1 36.3 -7.8

Region 2 34.2 64.2 30.0

Region 3 41.9 46.6 4.7
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 1 

depreciation estimates are due to the differences in recommended plant projects 2 

described in Cal Advocates’ testimony on plant in this proceeding. 3 

 4 
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Attachment 1-1: BALANCING ACCOUNTS HISTORY 
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Attachment 1-2: Complete list of GSWC's Balancing and Memorandum Accounts 

  



 

A-19 

 

  Balancing And Memorandum Accounts 

Share Of 

Total 

BAMA 

Balance 

5/31/2023 

Balance 

1 Customer Assistance Program BA 25% $4,180,841  

2 CEMA - COVID 19 22% $3,717,956  

3 Aerojet Water Litigation MA 21% $3,614,317  

4 Basin Pumping Rights Litigation MA 12% $2,024,414  

5 Public Safety Power Shut-Off MA 9% $1,546,802  

6 2021 Water Conservation MA 5% $891,471  

7 

Tangible Property Regulations Collateral 

Consequences MA 5% 
$842,952  

8 Drinking Water Fees MA 4% $734,170  

9 Santa Maria Steelhead Recovery Plan MA 3% $511,676  

10 Los Osos Basin Management Committee MA 3% $466,559  

11 Los Osos Groundwater Adjudication MA 3% $431,642  

12 Santa Maria Water Rights MA 2% $281,939  

13 Polyfluoroalkyl Substances MA 1% $161,302  

14 

San Luis Obispo Valley Groundwater Basin 

MA 0% 
$67,202  

15 CEMA - Emergency Consumer Protection 0% $42,357  

16 

CEMA - Emergency Disaster Relief Customer 

Outreach 0% 
$41,545  

17 Clearlake Supply Expense BA 0% $36,906  

18 CEMA - Extreme Heat Event 0% $27,113  

19 School Lead Testing MA 0% $20,148  

20 Sutter Pointe GRC MA 0% $10,350  

21 

Omega Chemical Corporation Superfund Site 

MA 0% 
$10,059  

22 American Recovery and Reinvestment Act BA 0% ($24,275) 

23 General Ratemaking Area BA -2% ($307,495) 

24 2018 Cost of Capital Interim Rate True-up MA -6% ($1,028,956) 

25 Pension and Benefits BA -7% ($1,236,744) 

26 Catastrophic Event MA     

27 2022 Interim Rates MA     

28 Lead and Copper Rule MA     

29 Low-Income Customer Data Sharing MA     

30 Contaminant Remediation MA     

31 WRAM and Modified Cost BA     

  Total 100% $17,064,251  



 

A-20 

 

Attachment 1-3: Attachment Provided in Response to Cal Advocates Data Request 

JBQ-002, Q.2a 
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Attachment 1-4: GSWC Collects the Unpaid Bills Through Collection Agencies 
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Attachment 2-1: GSWC's Projects Not Approved in a Prior GRC but in CWIP, 

(Received in Response to Cal Advocates’ Data Request CHA-006) 

1 
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Attachment 4-1: Email Response from GSWC’s Jenny Darney-Lane Regarding FIT 

Reduction 

1 

 2 
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Attachment 7-1: Qualifications of Witness 
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QUALIFICATIONS AND PREPARED TESTIMONY OF JAWAD BAKI  

  

Q1. Please state your name and business address. 1 

A1. My name is Jawad Baki, and my business address is 505 Van Ness Ave, California 2 

94102. 3 

Q2. By whom are you employed and in what capacity? 4 

A2. I am a Public Utilities Regulatory Analyst III in the Water Branch of the Public 5 

Advocates Office at the California Public Utilities Commission. 6 

Q2. Please summarize your educational background and professional experience. 7 

A2. I have a Bachelor of Business Administration degree with a Major in Finance 8 

(2015).  I have interned in the City of Temecula on Economic Development.  I 9 

earned a master’s degree in applied economics from San Diego State University in 10 

2019.   11 

 I have been with the Public Advocates Office – Communication and Water Policy 12 

Branch, and then in Water Branch since January 2020.  I have reviewed San Jose 13 

Water Company’s AMI application (A.19-12-002) and submitted my written 14 

testimony.  I have issued a testimony on balancing and memorandum account in 15 

Golden States Water Company’s GRC application (A.20-07-012), San Gabriel 16 

Valley GRC application (A.22-01-003), Cost of Capital application (A.21-05-001 17 

et al.) for four largest Class-A Water IOUs, and Cost of Capital application (A.23-18 

05-001 et al.) for small Class-A Water IOUs.  Additionally, I have reviewed 19 

twenty-plus Advice Letters about Class-A water IOUs, and a Financing 20 

Application of California-American Water Company.  I am also reviewing 21 

balancing and memorandum accounts workpapers for San Jose Water Company 22 

GRC application (A.24-01-001). 23 

Q3. What is your responsibility in this proceeding? 24 

A3. I am responsible for reviewing the GSWC’s Special Request # 1 (BAMAs) and 25 

Special request # 8 (Modification of PFAS Memo Account).  I am also responsible 26 
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for providing my recommendations on Income Taxes, Taxes other Than Income 1 

(Property Taxes), Depreciation, and Working Cash of GSWC. 2 

Q4. Does this conclude your prepared direct testimony? 3 

A4. Yes, it does. 4 

 


