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CHAPTER 1: OPERATIONS & MAINTENANCE (O&M) 1 

A. INTRODUCTION 2 

This Chapter presents ORA’s analysis and recommendations on Operations 3 

and Maintenance (“O&M”) expenses in the Larkfield, Los Angeles, Monterey 4 

Water, Monterey Toro, Monterey Wastewater, Sacramento, San Diego, and 5 

Ventura districts of California American Water Company (Cal Am) for Test Year 6 

2015.  Table A compares ORA’s and Cal Am’s O&M estimates for Test Year 7 

2015.   8 

ORA analyzed Cal Am’s testimony, reports, supporting workpapers, 9 

responses to both the Minimum Data Requirements and Supplemental Data 10 

Requests, and methods of estimating O&M expenses.   11 

B. SUMMARY OF RECOMMENDATIONS 12 

ORA’s estimate for total O&M expenses is $63,925,482.  Cal Am’s 13 

estimate is $59,676,636 which is less than ORA’s estimate by $4,248,846.  Table 14 

A shows the comparison of total expense estimates for Test Year 2015.   15 

 16 

Table A: Comparison of Total O&M Expenses Estimates  17 

Test Year 2015 18 

District ORA Cal Am Difference 

Cal Am - ORA 

Larkfield  $616,500 $616,800 $300 or 0.5%  

Los Angeles  $8,762,600 $8,275,200  ($487,400) or (5.89%)  
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Monterey County  $10,719,598 $10,407,300 ($312,298) or (3.00%)  

Monterey Toro  $110,140 $111,436 $1,296 or 1.16%  

Monterey WW  $1,006,000 $1,024,700 $18,700 or 1.82%  

Sacramento  $7,714,844  $6,943,600  ($771,244) or (11.11%)  

San Diego  $12,454,000 $11,625,500 ($828,500) or (7.13%)  

Ventura  $22,541,800 $20,672,100 ($1,869,700) or (9.04%)  

TOTAL  $63,925,482 $59,676,636 ($4,248,846) or (7.12%)* 

*ORA’s estimate is higher than Cal Am’s due to the increased consumption 1 

forecasts ORA used in developing its Revenue Testimony, which lead to higher 2 

purchased water and power estimates here. 3 

C. DISCUSSION 4 

1) Cal Am’s Multipliers on Recorded Expenses 5 

 6 

ORA conducted an independent analysis of Cal Am’s workpapers and 7 

methods of estimating the O&M Expenses for Test Year 2015.  Cal Am generally 8 

uses a five-year average of 2008 to 2012 recorded data and notes any deviations 9 

from this method.1  Cal Am adjusts its five-year average of recorded data for 10 

inflation, customer growth, and a sales tax increase (for 2013 only).  Cal Am then 11 

arrives at its test year 2015 forecast by applying these inflation and customer 12 

growth factors as “multipliers” on recorded year expenses according to the 13 

Memorandum of the Estimates of Non-Labor and Wage Escalation Rates for 2013 14 

through 2017 and Compensation (Memo) published by the ORA Energy Cost of 15 

                                              
1
 Different methodologies are utilized to forecast Purchased Power, Uncollectible Accounts, and Tank 

Projects. 
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Services (ECOS) and Water Branches dated May 2013.  This Memo generates its 1 

factors from a composite index of ten Wholesale Price Indexes (WPI) for material 2 

and supplies expenses and the Consumer Price Index (CPI) weighted 5% for 3 

services and consumer-related items.  ORA generally agrees with Cal Am’s use of 4 

a five-year average of 2008 to 2012 recorded data to derive its O&M expense 5 

estimates.  However, ORA removes unusual and non-reoccurring recorded 6 

expenses to arrive at Test Year forecasts.  ORA also agrees with the use of the 7 

Memo to bring historic dollars to base year dollars by inflating recorded dollars to 8 

test year levels. ORA disagrees with Cal Am’s proposed methodology of applying 9 

an annual average customer growth factor to recorded years 2009-2012 and 10 

including a 2013 sales tax increase of 0.25%.   11 

ORA disagrees with Cal Am’s use of a sales tax increase of 0.25% for 2013 12 

as a “multiplier” to inflate its 2013 estimated expenditures to arrive at test year 13 

forecasts.  The reason for disagreement stems from the inherent methodology 14 

applied in the Memo with regard to the inflation and customer growth factors used 15 

to escalate recorded year expenses to test year forecasts.  These factors are derived 16 

from the CPI and various WPI to properly escalate O&M and A&G expenses.  17 

According to the U.S. Bureau of Labor Statistics (BLS), the CPI is defined to 18 

“include taxes (such as sales and excise taxes) that are directly associated with the 19 

prices of specific goods and services.”2  Since taxes are already included in the 20 

CPI, Cal Am should not be using a separate sales tax increase of 0.5% for 2013 as 21 

a multiplier to inflate its forecast.  Still, Cal Am proposes to add another multiplier 22 

to its recorded years to inflate its forecast by applying an annual average customer 23 

growth factor to recorded years.  Cal Am cites to D.04-06-018 in implementing 24 

this customer growth factor for historic years, but D.04-06-018 dictates the 25 

Commission policy with regard to escalating individual expenses in General Rate 26 

Cases (GRC) by stating the following: 27 

                                              
2
 See Attachment 1 for an excerpt from http://www.bls.gov/cpi/cpifaq.htm  
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We will also grant the utilities’ request to include customer growth in the 1 

escalation calculation.  We deny, however, the utilities’ request to derive 2 

item-specific escalation rates in each GRC. Adding the derivation of 3 

escalation rates to each GRC is contrary to our goal of simplifying and 4 

streamlining the GRC process.3 5 

 The Commission authorization that Cal Am relies upon to inflate recorded 6 

expenses by customer growth into the Test Year only applies to the escalation 7 

process for the escalation year (not the Test Year). Thus, ORA has removed the 8 

customer growth factors from Cal Am’s recorded O&M expenses.  Cal Am should 9 

not be applying another multiplier on top of the currently allowed factors provided 10 

for in the Memo. 11 

 12 

2) Cal Am’s Recording of Expenses 13 

 14 

 Since ORA generally agrees with Cal Am’s use of a five-year average to 15 

forecast test year expenses, ORA reviewed actual expenses recorded during the 5-16 

year period to examine the reasonableness and prudency of Cal Am’s O&M 17 

expenses.  ORA began its review by requesting that Cal Am explain any outliers 18 

in terms of annual fluctuation of expenses that were recorded during the five year 19 

period of 2008 through 2012.4  Cal Am responded in each of these requests by 20 

stating that these expenses are dependent on operating conditions and business 21 

requirements in each year and thus may be significantly higher or lower from one 22 

year to the next.  Cal Am also stated that the five year average is the best forecast 23 

methodology to allow for future maintenance activities in the test year.   24 

                                              
3
 D.04-06-018, p. 10. 

4
 See Attachment 2, 3, and 4, respectively, for Cal Am’s Response to ORA Data Request A.13-07-002. 

TS2-003, 004, and 005. 
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 ORA next requested a breakdown for sub-accounts of O&M expenses. 5  1 

Cal Am responded by detailing the types of expenses it recorded in selected O&M 2 

accounts.  ORA performed a review of these subaccounts and sampled certain 3 

accounts where Cal Am appeared to be recording various miscellaneous expenses.   4 

One of the O&M accounts that ORA sampled was PUC Account 756 for 5 

Transmission & Distribution – Miscellaneous.  ORA noticed tens of thousands of 6 

dollars being recorded for food, beverages, and supplies in this O&M account for 7 

each district, which would not be unusual if it weren’t for the same type of 8 

expenses being found within Administrative & General (A&G) Expense Account 9 

799 – Miscellaneous Expenses.  For example, ORA found $22,477.26 for Farmer 10 

Brothers Coffee recorded in A&G Account 799 from 2008 through 2012,6 while 11 

over the same period of time an additional $5,528.24 for Farmer Brothers Coffee 12 

was recorded in O&M Account 7567 for the Monterey District.   13 

Through sampling transactions in other accounts, ORA discovered a $1,600 14 

expense item labeled “Roseville Golfland” recorded to PUC account 774 – 15 

Customer Account Expenses, Miscellaneous for the Sacramento district.  Cal Am 16 

responded to ORA’s data request on this item by stating that:  17 

This expense relates to the Company’s effort to reward employees for 18 
safety and avoidance of lost time inquiries.  A picnic was provided for the 19 
employees as a reward for over two years with a great safety record and no 20 
lost time inquiries. These types of activities improve team cohesion, 21 
employee morale, and help reduce costly turnover of our skilled 22 
workforce.8   23 

ORA addresses employee safety rewards being funded by ratepayers separately in 24 

its Administrative and General (A&G) expense testimony , however, ORA 25 

                                              
5
 See Attachment 5 for Cal Am response to ORA Data Request A.13-07-002. TS2-010. 

6
 See Attachment 6 for Cal Am response to ORA Data Request A.13-07-002. JR6-010. 

7
 These expenses were extracted from ORA Data Request A.13-07-002. TS2-010 for the Monterey District. 

8
 See Attachment 7 for Cal Am response to ORA Data Request A.13-07-002. TS2-012, Q & A #1. 
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identifies the above recorded transactions as items that at the very least may be 1 

more appropriately recorded in accounts other than operations and maintenance.   2 

 3 

3) Cal Am’s Recording of Expenses for Tank Painting 4 

 5 

ORA’s review of actual recorded expenses in other O&M accounts yielded 6 

other findings that more significantly impact Test Year forecasts and customer 7 

rates.  Notably, ORA’s review of O&M expenses pertaining to Tank Painting 8 

identified considerable discrepancy between forecasted and actual amounts.  9 

Expenses in this category are recorded in PUC account 766, Transmission and 10 

Distribution – Maintenance of Miscellaneous Plant.  ORA asked Cal Am to clarify 11 

how it records these expenses and Cal Am responded by stating that the 12 

Commission allows it: 13 

“to defer all costs related to tank painting, long-term maintenance 14 
agreements, tank inspections and similar recurring work as regulatory 15 
assets to be amortized over the estimated useful life.  Useful lives can range 16 
from four years to fifteen years depending on the nature of the asset and the 17 
work being completed. 18 

As a general rule, Cal-Am characterizes tank inspections with a 5-year (60-19 
month) amortization period, while tank painting and long-term 20 
maintenance is characterized with a 10-year (120-month) amortization 21 
period.9 22 

 Using the above methodology, Cal Am forecasts and recovers tank painting 23 

costs on a five- or ten-year amortization period by recording such costs on the 24 

basis of project completion dates.  For example, a $100,000 project completed in 25 

2011 might have an amortization period from 2011 to 2021 where $10,000 would 26 

be recorded each year as a “Tank Painting Amortization Expense,” in PUC 27 

account 766 with the remaining unamortized amount included in rate base 28 

calculations as working cash earning the authorized rate of return.  ORA examined 29 

                                              
9
 See Attachment 8 for Cal Am Response to ORA Data Request A.13-07-002. TS2-002, Q & A #4 (a). 
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whether Cal Am’s estimates of tank projects to be completed in 2013 and reflected 1 

in Cal Am’s proposals for rates in Test Year 2015 coincided with tank projects 2 

actually performed and completed in 2013.  3 

 ORA issued a discovery request on this issue with a response due from Cal 4 

Am on January 9, 2014 in order to accurately capture all tank projects actually 5 

completed by Cal Am in 2013.10  ORA’s discovery request included a table listing 6 

all 2013 tank projects that Cal Am had forecasted and included in test year rate 7 

proposals.  Cal Am was instructed to identify within the table whether a 2013 8 

project was actually completed, the date of completion, and the final recorded 9 

expense.  As seen in the table below which includes Cal Am’s responses to ORA’s 10 

request, just seven of 43 projects that Cal Am included in proposed rates were 11 

actually completed.   For an additional two projects that were also to have been 12 

completed, Cal Am indicated that work had begun.   13 

2013 Projects 
Completed 

(Y/N) 
Date of 

Completion 

Final 
Recorded 
Expense 

Highland Anniversary & Update 
Inspections 

N   

Aguajita 1 - Tank painting Y Feb 2013  $168,324 

Airways Lower - Update Inspection N 

Carola #1 – Engineering N 

Cypress 2 - Anniversary Inspection N 

Los Tulares Lower - tank painting Y Dec 2013 In Process 

Mt. Devon - Anniversary Inspection N 

Pebble Beach 3 - Tank Painting Y Dec 2013  In Process 

Patton (San Marino) N 

Rosemead N 

Oak Knoll (San Marino – Upper) 2.5MG N 

Danford (San Marino – Upper) 2.01MG N 

LaManda (San Marino – Upper) 1.6MG N 

Mt Vernon (Baldwin Hills) 1.25MG N 

Spinks (Duarte) 1MG N 

                                              
10

 See Attachment 9 for Cal Am Response to ORA Data Request A.13-07-002. TS2-011, Q & A #1. 
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2013 Projects 
Completed 

(Y/N) 
Date of 

Completion 

Final 
Recorded 
Expense 

Lemon (Duarte) 1.5MG N 

Garth (Baldwin Hills) 1MG N 

Fair Oaks (Duarte) .45MG N 

Scott (Duarte) 1.5MG N 

High Mesa (Duarte) .2MG Y Dec 2012 $70,020 

Orbis Y Mar 2013 $236,900 

Janss N 

Shopping Center #2 N 

Dos Vientos IIA N 

Dos Vientos IIB N 

Dos Vientos III N 

Sunrise 2 – Engineering N 
Countryside Treatment Plant – 
Engineering 

N 
  

Parksite Treatment Plant 2 - Update 
Inspection 

Y Feb 2013 $3,119 

Isleton Elevated - Update Inspection N 

Isleton Recovery - Update Inspection N 

Isleton Backwash - Update Inspection N 

Roseville Road - Update Inspection N 

Walnut Grove Islandview TP N 

Mather – Engineering N 

Lower Wikiup (1) – Engineering Inspected Feb 2013 $3,460 

Lower Wikiup (2) – Engineering N 

Backwash/Sludge Tank - Engineering Inspected Feb 2013 $2,797 

Upper Wikiup (1) - Tank Painting N 

Lower Wikiup (1) - Tank Painting N 

North Wikiup (1) – Engineering Y June 2013 $8,828 

North Wikiup (2) - Update Inspection N 

Lower Wikiup (2) - Tank Painting N 
 

   1 

 2 



1-12 
 

4) ORA’s Analysis of Specific Operating Expenses 1 

a) Source of Supply - Miscellaneous, Account 703  2 

For Source of Supply - Miscellaneous expenses in Test Year 2015, Cal 3 

Am’s estimate is $10,435 for Larkfield, $20,148 for Los Angeles, $249,019 for 4 

Monterey County, $2,994 for Monterey Toro, $22,026 for Monterey Wastewater, 5 

$153,137 for Sacramento, $38 for San Diego, and $18,964 for Ventura.  Cal Am’s 6 

estimates are based on a five-year average escalated for inflation, customer 7 

growth, and sales tax increase (for 2013 only).   8 

ORA removes Cal Am’s customer growth and sales tax multipliers from 9 

the calculated averages to arrive at the following recommended estimates:  10 

$10,246 for Larkfield, $20,053 for Los Angeles, $247,800 for Monterey County, 11 

$2,934 for Monterey Toro, $21,635 for Monterey Wastewater, $150,845 for 12 

Sacramento, and $18,780 for Ventura.   13 

ORA also removes a one-time expense of $155 from San Diego’s 2012 14 

recorded data to arrive at a test year estimate of $0 for the district, which is 15 

consistent with the amounts actually recorded to this account in the other four 16 

years of recorded data.   17 

b) Purchased Water, Account 704  18 

For Purchased Water expenses in Test Year 2015, Cal Am’s estimate is 19 

$327,069 for Larkfield, $4,610,883 for Los Angeles, $541,669 for Monterey 20 

County, $2,994 for Monterey Toro, $22,026 for Monterey Wastewater, $1,655,309 21 

for Sacramento, $11,097,290 for San Diego, and $19,445,957 for Ventura.  Cal 22 

Am’s Purchased Water estimates, except for Monterey County, are based on 23 

normalized consumption and production estimates computed at the most current 24 

commodity and assessment rates from the Purchased Water provider.  For 25 

Monterey County, the amount is based on a five-year average of Seaside Basin 26 

Replenishment fees escalated for inflation, customer growth and sales tax increase 27 
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(for 2013 only).  The Sand City Desalination Plant lease/O&M costs are 1 

removed11 from the purchased water expense to derive the five-year average for 2 

Monterey.   3 

ORA finds Cal Am’s estimates using a five-year average escalated for 4 

inflation only reasonable and recommends that the Commission adopt ORA’s 5 

estimates for purchased water for Monterey as $539,969.  ORA also finds Cal 6 

Am’s methodology reasonable for districts other than Monterey based on 7 

normalized  consumption and production estimates but recommends that its 8 

consumption forecasts as stated in its Revenues Chapter using a 5-year average be 9 

used to forecast purchased water use as follows:  $339,525 for Larkfield, 10 

$5,080,080 for Los Angeles, $1,782,407 for Sacramento, $11,935,387 for San 11 

Diego, and $21,413,752 for Ventura.   12 

c) Pumping, Account 724  13 

For Pumping Expense – Pumping Operating expenses in Test Year 2015, 14 

Cal Am’s estimate is $17 for Larkfield. Cal Am’s estimates are based on a five-15 

year average escalated for inflation, customer growth, and sales tax increase (for 16 

2013 only).  ORA removes a one-time expense of $72 from Larkfield’s 2009 17 

recorded data to arrive at a test year estimate of $0 for the district, which is 18 

consistent with the amounts actually recorded to this account in the other four 19 

years of recorded data.  No other district records any amounts to this category of 20 

O&M expense. 21 

d) Pumping Miscellaneous, Account 725  22 

For Pumping Expense – Pumping Miscellaneous expenses in Test Year 23 

2015, Cal Am’s estimate is $7,930 for Los Angeles, $52,324 for Monterey 24 

County, $895 for Monterey Toro, $55,978 for Sacramento, and $4,744 for 25 

                                              
11

 The Sand City Desalination Plant is on a separate contract with Sand City, so it is removed from the 
purchased water expense here. 
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Ventura.  Cal Am’s estimates are based on a five-year average escalated for 1 

inflation, customer growth and sales tax increase (for 2013 only).  ORA removes 2 

Cal Am’s customer growth and sales tax multipliers from the calculated averages 3 

to arrive at the following recommended estimates: $7,893 for Los Angeles, 4 

$52,074 for Monterey County, $877 for Monterey Toro, $21,635 for Monterey 5 

Wastewater, $54,836 for Sacramento, and $4,695 for Ventura.   6 

 7 

e) Purchased Power, Account 726  8 

For Pumping Expense – Fuel or Power Purchased for Pumping in Test Year 9 

2015, Cal Am’s estimate is $90,709 for Larkfield, $1,851,602 for Los Angeles, 10 

$2,334,395 for Monterey County, $51,197 for Monterey Toro, $126,023 for 11 

Monterey Wastewater, $2,405,435 for Sacramento, and $248,823 for Ventura.  12 

Pacific Gas & Electric Company (PG&E) is the power provider for the 13 

Larkfield, Monterey County, Monterey Toro, and Monterey Wastewater Districts. 14 

Sacramento Municipal Utility District and PG&E are the power providers for the 15 

Sacramento District.  Southern California Edison is the power provider for the Los 16 

Angeles and Ventura Districts.  17 

For Larkfield, Monterey County, Monterey Toro, Ventura and Sacramento, 18 

Purchased Power was calculated based on fiscal 2012 kilowatt usage patterns and 19 

kilowatt per water production units at average kilowatt costs calculated from most 20 

recent 12 months billing data.  For Los Angeles and Monterey Wastewater, a 21 

similar method was applied to arrive at the 2013 estimated forecast year and this 22 

estimate was then escalated each year for inflation, customer growth, and sales tax 23 

increase (for 2013 only) to arrive at the 2015 estimate.  ORA recommends that its 24 

consumption forecasts, as stated in its Revenues Chapter using a 5-year average, 25 

be used to forecast purchased power use as follows:  $94,164 for Larkfield, 26 

$1,958,116 for Los Angeles, $2,436,838 for Monterey County, $51,197 for 27 
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Monterey Toro,  $123,731 for Monterey Wastewater, $2,600,391 for Sacramento, 1 

and $275,752 for Ventura. 2 

 3 

f) Water Treatment – Miscellaneous, Account 742-743  4 

For Water Treatment – Miscellaneous expenses in Test Year 2015, Cal 5 

Am’s estimate is $31,870 for Larkfield, $137,578 for Los Angeles, $270,297 for 6 

Monterey County, $203,552 for Monterey Wastewater, $3,459 for Monterey Toro, 7 

$232,766 for Sacramento, $40,199 for San Diego, and $71,924 for Ventura.   Cal 8 

Am’s estimates are based on a five-year average escalated for inflation, customer 9 

growth, and sales tax increase (for 2013 only).  ORA removes Cal Am’s customer 10 

growth and sales tax multipliers from the calculated averages to arrive at the 11 

following recommended estimates: $31,323 for Larkfield, $137,172 for Los 12 

Angeles, $268,942 for Monterey County, $3,381 for Monterey Toro, $199,175 for 13 

Monterey Wastewater, $228,632 for Sacramento, $39,937 for San Diego, and 14 

$71,027 for Ventura. 15 

 16 

g) Water Treatment – Chemicals, Account 744  17 

For Water Treatment – Chemicals expenses in Test Year 2015, Cal Am’s 18 

estimate is $25,768 for Larkfield, $118,821 for Los Angeles, $521,008 for 19 

Monterey County, $23,108 for Monterey Toro, $339,267 for Monterey 20 

Wastewater, and $510,051 for Sacramento.  Cal Am’s estimates are based on a 21 

five-year average escalated for inflation, customer growth, and sales tax increase 22 

(for 2013 only).  The only exception is the Monterey District where costs for the 23 

Sand City Desalination Plant are removed from the estimate.  ORA removes Cal 24 

Am’s customer growth and sales tax multipliers from the calculated averages to 25 

arrive at the following recommended estimates: $25,250 for Larkfield, $118,328 26 
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for Los Angeles, $517,567 for Monterey County, $,22,602 for Monterey Toro, 1 

$331,980 for Monterey Wastewater, and $497,786 for Sacramento.  2 

h) Transmission & Distribution (“T&D”) – Storage, Account 752  3 

For Transmission and Distribution – Storage Facilities in Test Year 2015, 4 

Cal Am’s estimate is $579 for Los Angeles. Cal Am’s estimate is based on a five-5 

year average escalated for inflation, customer growth, and sales tax increase (for 6 

2013 only).  ORA removes a one-time expense of $2,695 from Los Angeles’s 7 

2011 recorded data to arrive at a test year estimate of $0 for the district, which is 8 

consistent with the amounts actually recorded to this account in the other four 9 

years of recorded data.  No other district records any amounts to this category of 10 

O&M expense. 11 

i)  Transmission & Distribution (“T&D”) – Lines, Account 753  12 

For Transmission and Distribution – Lines Expense in Test Year 2015, Cal 13 

Am’s estimate is $78 for Los Angeles, $153 for Monterey, $29 for Sacramento, 14 

and $334 for San Diego.  Cal Am’s estimates are based on a five-year average 15 

escalated for inflation, customer growth, and sales tax increase (for 2013 only).  16 

ORA removes one-time expenses of $337 from Los Angeles’s 2009 recorded data, 17 

$720 from Monterey’s 2011 recorded data, and $136 from Sacramento’s 2011 18 

recorded data to arrive at test year estimates of $0 for these districts. This is 19 

consistent with the amounts actually recorded to this account in the other four 20 

years of recorded data.  ORA removes Cal Am’s customer growth and sales tax 21 

multipliers from the calculated averages to arrive at an estimate of $ 330 for San 22 

Diego. 23 

j) T&D – Meters, Account 754  24 

For Transmission and Distribution – Meter Expense in Test Year 2015, Cal 25 

Am’s estimate is $25 for Larkfield, $1,182 for Sacramento, $842 for San Diego, 26 

and $3,802 for Ventura.  Cal Am’s estimates are based on a five-year average 27 
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escalated for inflation, customer growth, and sales tax increase (for 2013 only).  1 

ORA removes a one-time expense of $93 from Larkfield’s 2008 recorded data to 2 

arrive at a test year estimate of $0 for the district, which is consistent with the 3 

amounts actually recorded to this account in the other four years of recorded data.  4 

ORA removes Cal Am’s customer growth and sales tax multipliers from the 5 

calculated averages to arrive at the following recommended estimates: $1,145 for 6 

Sacramento, $831 for San Diego, and $3,763 for Ventura. 7 

k) T&D – Customer Installations, Account 755  8 

For Transmission and Distribution – Customer Installation Expense in Test 9 

Year 2015, Cal Am’s estimate is $167 for Larkfield, $102 for Sacramento, and 10 

$677 for San Diego.  Cal Am’s estimates are based on a five-year average 11 

escalated for inflation, customer growth, and sales tax increase (for 2013 only).  12 

ORA removes a one-time expense of $102 from Sacramento’s 2008 recorded data 13 

to arrive at a test year estimate of $0 for the district, which is consistent with the 14 

amounts actually recorded to this account in the other four years of recorded data.  15 

ORA removes Cal Am’s customer growth and sales tax multipliers from the 16 

calculated averages to arrive at the following recommended estimates: $164 for 17 

Larkfield and $671 for San Diego. 18 

l) T&D – Miscellaneous, Account 756  19 

For Transmission and Distribution – Miscellaneous Expense in Test Year 20 

2015, Cal Am’s estimate is $44,458 for Larkfield, $317,954 for Los Angeles, 21 

$601,873 for Monterey County, $1,106 for Monterey Toro, $120,893 for 22 

Monterey Wastewater, $500,916 for Sacramento, $212,696 for San Diego, and 23 

$250,022 for Ventura. Cal Am’s estimates are based on a five-year average 24 

escalated for inflation, customer growth, and sales tax increase (for 2013 only).  25 

These estimates also include the cost of Comprehensive Planning Study (CPS) and 26 

Geographic Information System (GIS) Expenses that are based on annual forecasts 27 

from Cal Am.   28 
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As mentioned previously in the beginning part of this discussion section, 1 

ORA is concerned with Cal Am’s method of accounting for expenses that should 2 

not be recorded in O&M expenses.  ORA discovered multiple examples of the 3 

types of expenses that Cal Am records in this Miscellaneous Account for 4 

Transmission and Distribution.  ORA discussed earlier examples of employee 5 

rewards and coffee purchases being recorded to multiple accounts and notes below 6 

quite a few purchases made at sporting goods stores being recorded to 7 

miscellaneous accounts for transmission and distribution operating costs .  There is 8 

even an expense for flowers from FTD florists recorded in this account for the Los 9 

Angeles District.  ORA further examined selected expenses and asked Cal Am to 10 

explain a $644 expense for KarTunes, an automotive shop in Monterey, and how it 11 

fit into the category of Miscellaneous Transmission & Distribution Expenses.  Cal 12 

Am responded by stating that this was a purchase of a Sirius radio to receive 13 

disaster notifications (earthquakes, etc.).12  ORA notes other expenses classified as 14 

Sirius Radio in this O&M account for the Monterey District. Sirius Radio is 15 

classified as a premium radio service that provides sports, entertainment, and 16 

various other options.13  With regards to disaster notifications, the Federal 17 

Emergency Management Agency (FEMA) maintains the:  18 

Emergency Alert System (EAS) [as] a national public warning system that 19 
requires TV and radio broadcasters, cable television systems, wireless cable 20 
systems, satellite digital audio radio service (SDARS) providers, direct 21 
broadcast satellite (DBS) service providers, and wireline video service 22 
providers to offer to the President the communications capability to address 23 
the American public during a national emergency.14   24 

“EAS was designed, however, so that if one link in the dissemination of alert 25 

information is broken, the public has multiple alternate sources of warning.”15  26 

                                              
12

 See Attachment 7 for Cal Am response to ORA Data Request A.13-07-002. TS2-012, Q & A #5. 
13

 http://www.siriusxm.com/whatissiriusxm 
14

 http://www.fcc.gov/guides/emergency-communications 
15

 http://www.fcc.gov/guides/emergency-communications 
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Sirius also offers “Sirius XM Weather & Emergency” as a free satellite 1 

radio channel dedicated to providing critical, updated information before, during 2 

and after disasters, weather emergencies and other hazardous incidents as well 3 

as AMBER Alerts to listeners across North America.  As a promotional channel, it 4 

is available from any XM or Sirius radio without a subscription (which is required 5 

by law as part of the Emergency Alert System).16   6 

Thus, Cal Am’s explanation that a premium radio subscription service is 7 

needed to receive disaster notifications is counter to the intent of the EAS, which 8 

was designed to transmit information through multiple sources.  Cal Am has 9 

access to each of these sources as does any individual from the general public, but 10 

the difference here is where Cal Am attempts to charge ratepayers for a premium 11 

radio service that is not necessary to receive disaster notifications but rather serves 12 

to function for entertainment purposes.  Thus, Cal Am should not even be paying 13 

for a premium radio subscription service when the only need for disaster 14 

notification is already provided for free. 15 

Although ORA described one example in detail of an expense that Cal Am 16 

should not have recorded in this account, ORA notes that there are further samples 17 

of expenses that should not be charged in this account to ratepayers.  ORA cites 18 

various examples below regarding sporting goods and other expenses, but these 19 

instances are only a small sampling of the tens of thousands of transactions found 20 

in PUC Account 756. ORA recommends the removal of the  expenses listed below 21 

from PUC Account 756 for each district based on its initial findings of these 22 

expenses recorded in this account.  The 2015 amounts for each district should be 23 

as follows: $44,264 for Larkfield, $317,066 for Los Angeles, $598,820 for 24 

Monterey County, $977 for Monterey Toro, $108,782 for Monterey Wastewater, 25 

$498,578 for Sacramento, $212,303 for San Diego, and $249,000 for Ventura. 26 

                                              
16

 http://www.siriusxm.com 
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Los Angeles District: 1 

District Name GL Date  Amount Explanation NARUC
CA-Los Angeles Admin 07/17/08 75.37            BASS PRO SHOPS 756
CA-Los Angeles Admin 11/20/08 25.84            CHICKS SPORTING GOODS 756
CA-Los Angeles Admin 12/04/08 64.95            BIG 5 SPORTING 756
CA-Los Angeles Admin 01/13/11 50.34            BIG 5 SPORTING 756
CA-Los Angeles Admin 10/13/11 189.19          FTD JUST FLOWERS 756
CA-Los Angeles Admin 04/14/11 38.40            BIG 5 SPORTING 756
CA-Los Angeles Admin 08/11/11 75.40            BIG 5 SPORTING 756
CA-Los Angeles Admin 08/11/11 54.61            BIG 5 SPORTING 756
CA-Los Angeles Admin 12/04/08 54.11            BIG 5 SPORTING GOODS 756
CA-Los Angeles Admin 11/30/09 54.86            BIG 5 SPORTING GOODS 756
CA-Los Angeles Admin 11/30/10 54.86            BIG 5 SPORTING GOODS 756
CA-Los Angeles Admin 01/13/11 21.94            BIG 5 SPORTING GOODS 756
CA-Los Angeles Admin 05/30/08 37.35            REI 63 ARCADIA 756  2 

NARUC Account Account Description Amount Posting Date Name

756 52562014 Off&Adm Supplies TD 31.85        12/16/2012 CRACKBERRY.COM  3 

4 
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Monterey District: 1 

District Name GL Date  Amount Explanation NARUC
CA-Monterey 04/16/12 366.14          Farmer Brothers Coffee 703
CA-Monterey 04/16/12 616.27          Farmer Brothers Coffee 703
CA-Monterey 07/24/12 805.50          Farmer Brothers Coffee 703
CA-Monterey 09/02/08 211.53          Farmer Brothers Coffee 756
CA-Monterey 02/25/08 41.55            Farmer Brothers Coffee 756
CA-Monterey 04/24/08 321.75          Farmer Brothers Coffee 756
CA-Monterey 07/18/08 62.10            Farmer Brothers Coffee 756
CA-Monterey 10/28/08 219.58          Farmer Brothers Coffee 756
CA-Monterey 02/05/09 164.44          Farmer Brothers Coffee 756
CA-Monterey 03/31/09 340.10          Farmer Brothers Coffee 756
CA-Monterey 04/30/09 183.80          Farmer Brothers Coffee 756
CA-Monterey 12/28/09 336.58          Farmer Brothers Coffee 756
CA-Monterey 06/28/10 76.73            Farmer Brothers Coffee 756
CA-Monterey 08/31/11 674.91          Farmer Brothers Coffee 756
CA-Monterey 04/24/12 (674.91)         Farmer Brothers Coffee 756
CA-Monterey 06/20/12 127.46          Farmer Brothers Coffee 756
CA-Monterey 07/22/12 183.28          Farmer Brothers Coffee 756
CA-Monterey 06/29/09 176.05          Farmer Brothers Coffee 756
CA-Monterey 10/23/09 161.80          Farmer Brothers Coffee 756
CA-Monterey 03/24/10 13.68            Farmer Brothers Coffee 756
CA-Monterey 03/24/10 222.89          Farmer Brothers Coffee 756
CA-Monterey 05/24/10 450.50          Farmer Brothers Coffee 756
CA-Monterey 05/24/10 12.56            Farmer Brothers Coffee 756
CA-Monterey 09/28/11 433.95          Farmer Brothers Coffee 756  2 

District Name GL Date  Amount Explanation NARUC
CA-Monterey 08/13/09 644.22          KAR TUNES 756
CA-Monterey 03/20/08 157.45          SRR SIRIUS RADIO 756
CA-Monterey 01/22/09 142.45          SRR SIRIUS RADIO 756
CA-Monterey 09/10/09 10.81            BIG 5 SPORTING 756
CA-Monterey 01/29/10 164.24          SRR SIRIUS RADIO 756
CA-Monterey 06/30/10 405.78          BIG 5 SPORTING 756
CA-Monterey 07/15/10 27.05            BIG 5 SPORTING 756
CA-Monterey 06/16/11 10.81            BIG 5 SPORTING 756
CA-Monterey 01/10/08 64.34            WILD WINGS GOLF CLUB 756
CA-Monterey 03/12/09 53.47            REI 113 MARINA 756  3 

Sacramento District: 4 

District Name GL Date  Amount Explanation Working File PUC
CA-Sacramento 07/31/12 32.31            BIG 5 SPORTING #65 756
CA-Sacramento 11/06/08 80.80            BIG 5 SPORTING GOODS 756
CA-Sacramento 02/29/08 102.34          SPORT CHALET 756
CA-Sacramento 05/29/09 21.72            SPORT CHALET 756
CA-Sacramento 05/29/09 21.72            SPORT CHALET 756
CA-Sacramento 07/10/08 25.00            TEAL BEND GOLF CLUB-PR 756
CA-Sacramento 03/30/12 102.36          REI 21 SACRAMENTO 756  5 
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San Diego District: 1 

District Name GL Date  Amount Explanation Working File PUC
CA-Coronado 06/24/10 16.30               BIG 5 SPORTING GOODS 756
CA-Coronado 07/30/10 16.30               BIG 5 SPORTING GOODS 756  2 

Ventura District: 3 

District Name GL Date Amount Explanation NARUC
CA-Village 01/30/09 94.37 CHICKS SPORTING GOODS 756
CA-Village 03/15/12 91.15 DICK'S CLOTHING&SPORTING 756
CA-Village 02/07/08 53.61 SPORT CHALET 756
CA-Village 02/29/08 101.88 SPORT CHALET 756
CA-Village 09/11/08 101.88 SPORT CHALET 756
CA-Village 02/19/09 128.69 SPORT CHALET 756
CA-Village 05/14/09 146.13 SPORT CHALET 756
CA-Village 05/14/09 86.58 SPORT CHALET 756
CA-Village 09/10/09 151.54 SPORT CHALET 756
CA-Village 10/31/11 25.68 SPORT CHALET 756
CA-Village 10/13/11 139.41 SPORT CHALET 756
CA-Village 09/30/11 100.73 SPORT CHALET 756
CA-Village 05/12/11 156.95 SPORT CHALET 756
CA-Village 10/29/10 108.24 SPORTS AUTHORI 756  4 

 5 

m) Customer Accts – Supervision, Account 771  6 

For Customer Accounts – Meter Reading expense in Test Year 2015, Cal 7 

Am’s estimate is $6 for Monterey Wastewater.  Cal Am’s estimate is based on a 8 

five-year average escalated for inflation, customer growth, and sales tax increase 9 

(for 2013 only).  ORA removes a one-time expense of $27 from Monterey 10 

Wastewater’s 2010 recorded data to arrive at a test year estimate of $0 for the 11 

district, which is consistent with the amounts actually recorded to this account in 12 

the other four years of recorded data.   13 

n) Customer Accts – Meter Reading, Account 772  14 

For Customer Accounts – Meter Reading expense in Test Year 2015, Cal 15 

Am’s estimate is $633 for Larkfield, $1,243 for Los Angeles, $3,157 for 16 

Sacramento, and $851 for San Diego.  Cal Am’s estimates are based on a five-year 17 

average escalated for inflation, customer growth, and sales tax increase (for 2013 18 
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only).  ORA removes a one-time expense of $4,000 from San Diego’s 2012 1 

recorded data to arrive at a test year estimate of $0 for the district, which is 2 

consistent with the amounts actually recorded to this account in the other four 3 

years of recorded data.  ORA removes Cal Am’s customer growth and sales tax 4 

multipliers from the calculated averages to arrive at the following recommended 5 

estimates: $624 for Larkfield, $1,238 for Los Angeles, and $3,125 for Sacramento. 6 

o) Customer Accts – Customer Recs & Collection, Account 773  7 

For Customer Accounts – Customer Records and Collection Expense in 8 

Test Year 2015, Cal Am’s estimate is $213 for Los Angeles, $7,055 for San 9 

Diego, and $4,474 for Ventura.  Cal Am’s estimates are based on a five-year 10 

average escalated for inflation, customer growth, and sales tax increase (for 2013 11 

only).  ORA removes a one-time expense of $200 from Los Angeles’s 2012 12 

recorded data to arrive at a test year estimate of $0 for the district, which is 13 

consistent with the amounts actually recorded to this account in the other four 14 

years of recorded data.  ORA removes Cal Am’s customer growth and sales tax 15 

multipliers from the calculated averages to arrive at the following recommended 16 

estimates: $6,981 for San Diego and $4,424 for Ventura. 17 

p) Customer Accounts – Miscellaneous, Account 774  18 

For Customer Accounts – Miscellaneous Expense in Test Year 2015, Cal 19 

Am’s estimate is $23,451 for Los Angeles, $16,441 for Monterey County, $10,317 20 

for Monterey Wastewater, $1,796 for Sacramento, $20,104 for San Diego, and 21 

$5,090 for Ventura.  Cal Am’s estimates are based on a five-year average 22 

escalated for inflation, customer growth, and sales tax increase (for 2013 only).  23 

ORA removes the following expense of $1,600 for Roseville Golfland from the 24 

2008 recorded data for the Sacramento District as this expense should not have 25 

been recorded here. 26 

District Name GL Date  Amount Explanation Working File PUC
CA-Sacramento 05/22/08 1,600.00        ROSEVILLE GOLFLAND 774  27 
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ORA also removes Cal Am’s customer growth and sales tax multipliers from the 1 

calculated averages to arrive at the following recommended estimates: $23,345 for 2 

Los Angeles, $16,345 for Monterey, $10,098 for Monterey Wastewater, $1,404 3 

for Sacramento, $19,991 for San Diego, and $5,048 for Ventura. 4 

q) Uncollectibles, Account 775  5 

Cal Am’s estimate for Uncollectibles expenses in Test Year 2015 is 6 

$26,377 for Larkfield, $223,380 for Los Angeles, $3,401,387 for Monterey 7 

County, $13,309 for Monterey Wastewater, $0 for Monterey Toro, $309,690 for 8 

Sacramento, $122,109 for San Diego, and $195,253 for Ventura.  Cal Am’s 9 

estimates for the expense are based on a five-year average escalated for inflation, 10 

customer growth, and sales tax increase (for 2013 only) using the average of the 11 

five year uncollectible percentage in addition to the most recently recorded 2012 12 

amount for billing adjustments.  This billing adjustment amount is reflected as a 13 

percentage of the billing adjustments using the present rate revenue requirement 14 

from 2012.  Please see ORA testimony on Special Request #12 for treatment of 15 

these billing adjustment expenses. 16 

5) ORA’s Analysis of Specific Maintenance Expenses 17 

a) Source of Supply – Structures & Improvements, Account 707  18 

For Source of Supply – Structures & Improvements expense in Test Year 19 

2015, Cal Am’s estimate is $12,324 for Los Angeles and $194 for Sacramento. 20 

Cal Am’s estimates are based on a five-year average escalated for inflation, 21 

customer growth, and sales tax increase (for 2013 only).  ORA removes a one-22 

time expense of $900 from Sacramento’s 2011 recorded data to arrive at a test 23 

year estimate of $0 for the district, which is consistent with the amounts actually 24 

recorded to this account in the other four years of recorded data.  ORA also 25 

removes Cal Am’s customer growth and sales tax multipliers from the calculated 26 

averages to arrive at the following recommended estimate of $12,272 for Los 27 

Angeles. 28 
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b) Source of Supply – Wells, Account 711  1 

For Source of Supply – Wells expense, Cal Am’s estimate in Test Year 2 

2015 is $46 for Larkfield, $7,164 for Los Angeles, and $3,635 for Sacramento.  3 

Cal Am’s estimates are based on a five-year average escalated for inflation, 4 

customer growth, and sales tax increase (for 2013 only).  ORA removes a one-5 

time expense of $3,635 from Sacramento’s 2012 recorded data to arrive at a test 6 

year estimate of $0 for the district, which is consistent with the amounts actually 7 

recorded to this account in the other four years of recorded data.  However, as 8 

discussed in ORA’s Testimony regarding Plant, ORA recommends an amount of 9 

$606,144 forecasted for test year 2015 well rehabilitation costs for the Sacramento 10 

District.  For the Monterey district, ORA recommends an amount of $192,598 for 11 

well rehabilitation costs.  ORA also removes Cal Am’s customer growth and sales 12 

tax multipliers from the calculated averages to arrive at the following 13 

recommended estimates: $45 for Larkfield and $7,134 for Los Angeles. 14 

c) Source of Supply – Other Plant, Account 713  15 

For Source of Supply – Maintenance of Other Plant in Test Year 2015, Cal 16 

Am’s estimate is $718 for Larkfield, $162,295 for Los Angeles, $195,474 for 17 

Monterey County, $437 for Monterey Toro, $2,831 for Monterey Wastewater, 18 

$41,747 for Sacramento, $139 for San Diego, and $15,935 for Ventura.  Cal Am’s 19 

estimates are based on a five-year average escalated for inflation, customer 20 

growth, and sales tax increase (for 2013 only).  ORA removes a one-time expense 21 

of $651 from San Diego’s 2012 recorded data to arrive at a test year estimate of $0 22 

for the district, which is consistent with the amounts actually recorded to this 23 

account in the other four years of recorded data.  ORA also removes Cal Am’s 24 

customer growth and sales tax multipliers from the calculated averages to arrive at 25 

the following recommended estimates:  $707 for Larkfield, $162,112 for Los 26 

Angeles, $194,868 for Monterey County, $419 for Monterey Toro, $2,745 for 27 

Monterey Wastewater, $40,602 for Sacramento, and $15,804 for Ventura. 28 
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d) Pumping Structures & Improvements, Account 730  1 

For Pumping Expenses – Maintenance of Pumping Structures & 2 

Improvements in Test Year 2015, Cal Am’s estimate is $4,437 for Larkfield, 3 

$48,486 for Los Angeles, and $607 for Sacramento.  Cal Am’s estimates are based 4 

on a five-year average escalated for inflation, customer growth, and sales tax 5 

increase (for 2013 only).  ORA removes Cal Am’s customer growth and sales tax 6 

multipliers from the calculated averages to arrive at the following recommended 7 

estimates:  $4,373 for Larkfield, $48,282 for Los Angeles, and $593 for 8 

Sacramento. 9 

e) Pumping Power Production Equipment, Account 731  10 

For Pumping Expenses – Maintenance of Power Production Equipment in 11 

Test Year 2015, Cal Am’s estimate is $6,429 for Larkfield, $35,114 for Los 12 

Angeles, and $2,417 for Sacramento.  Cal Am’s estimates are based on a five-year 13 

average escalated for inflation, customer growth, and sales tax increase (for 2013 14 

only).  ORA removes Cal Am’s customer growth and sales tax multipliers from 15 

the calculated averages to arrive at the following recommended estimates: $6,313 16 

for Larkfield, $34,971 for Los Angeles, and $2,404 for Sacramento. 17 

f) Pumping Equipment, Account 733  18 

For Pumping Expenses – Maintenance of Pumping Equipment in Test Year 19 

2015, Cal Am’s estimate is $907 for Larkfield, $47,173 for Los Angeles, $613,574 20 

for Monterey County, $17,019 for Monterey Toro, $253,961 for Sacramento, and 21 

$2,491 for San Diego, and $2,002 for Ventura.  Cal Am’s estimates are based on a 22 

five-year average escalated for inflation, customer growth, and sales tax increase 23 

(for 2013 only).  ORA removes Cal Am’s customer growth and sales tax 24 

multipliers from the calculated averages to arrive at the following recommended 25 

estimates:  $890 for Larkfield, $46,991 for Los Angeles, $611,190 for Monterey 26 
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County, $16,662 for Monterey Toro, $249,504 for Sacramento, $2,464 for San 1 

Diego, and $1,991 for Ventura. 2 

g) Water Treatment Structures & Improvements, Account 747  3 

For Water Treatment – Maintenance of Structures & Improvements in Test 4 

Year 2015, Cal Am’s estimate is $94 for Larkfield, $313 for Sacramento, and 5 

$130 for San Diego.  Cal Am’s estimates are based on a five-year average 6 

escalated for inflation, customer growth, and sales tax increase (for 2013 only).  7 

ORA removes one-time expenses of $1,327 from Sacramento’s 2008 recorded 8 

data and $612 from San Diego’s 2012 recorded data to arrive at test year estimates 9 

of $0 for each district, which is consistent with the amounts actually recorded to 10 

this account in the other four years of recorded data.  ORA also removes Cal Am’s 11 

customer growth and sales tax multipliers from the calculated averages to arrive at 12 

the following recommended estimate of $92 for Larkfield. 13 

h) Water Treatment Equipment. Account 748  14 

For Water Treatment – Maintenance of Water Treatment Equipment in Test 15 

Year 2015, Cal Am’s estimate is $2,522 for Larkfield, $21,373 for Los Angeles, 16 

$187,495 for Monterey County, $7,717 for Monterey Toro, $174,729 for 17 

Monterey Wastewater, $144,691 for Sacramento, and $3,645 for Ventura.  Cal 18 

Am’s estimates are based on a five-year average escalated for inflation, customer 19 

growth, and sales tax increase (for 2013 only).  ORA removes a one-time expense 20 

of $17,137 from Ventura’s 2012 recorded data to arrive at a test year estimate of 21 

$0 for the district, which is consistent with the amounts actually recorded to this 22 

account in the other four years of recorded data.  ORA also removes Cal Am’s 23 

customer growth and sales tax multipliers from the calculated averages to arrive at 24 

the following recommended estimates:  $2,476 for Larkfield, $21,289 for Los 25 

Angeles, $186,700 for Monterey County, $7,548 for Monterey Toro, $170,850 for 26 

Monterey Wastewater, and $141,412 for Sacramento. 27 
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i) T&D – Maintenance of Structures, Account 759  1 

For Transmission and Distribution – Maintenance of Structures, Cal Am’s 2 

estimate in Test Year 2015 is $17,288 for Los Angeles and $56 for the Sacramento 3 

District.  Cal Am’s estimates are based on a five-year average escalated for 4 

inflation, customer growth, and sales tax increase (for 2013 only).  ORA removes 5 

a one-time expense of $238 from Sacramento’s 2008 recorded data to arrive at a 6 

test year estimate of $0 for the district, which is consistent with the amounts 7 

actually recorded to this account in the other four years of recorded data.  ORA 8 

also removes Cal Am’s customer growth and sales tax multipliers from the 9 

calculated averages to arrive at the recommended estimate of $17,273 for Los 10 

Angeles. 11 

j) T&D - Reservoirs & Tanks, Account 760  12 

For Transmission and Distribution – Maintenance of Reservoirs & Tanks in 13 

Test Year 2015, Cal Am’s estimate is $443 for Larkfield, $7,896 for Los Angeles, 14 

$1,031 for San Diego, and $3,511 for Ventura.  Cal Am’s estimates are based on a 15 

five-year average escalated for inflation, customer growth, and sales tax increase 16 

(for 2013 only).  ORA removes a one-time expense of $16,509 from Ventura’s 17 

2012 recorded data to arrive at a test year estimate of $0 for the district, which is 18 

consistent with the amounts actually recorded to this account in the other four 19 

years of recorded data.  ORA also removes Cal Am’s customer growth and sales 20 

tax multipliers from the calculated averages to arrive at the following 21 

recommended estimates: $435 for Larkfield, $7,857 for Los Angeles, and $1,018 22 

for San Diego. 23 

k) T&D – Mains, Account 761  24 

For Transmission and Distribution – Maintenance of Mains in Test Year 25 

2015, Cal Am’s estimate is $1,252 for Larkfield, $270,244 for Los Angeles, 26 

$48,794 for Monterey County, $109,837 for Sacramento, $33,431 for San Diego, 27 
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and $16,280 for Ventura.  Cal Am’s estimates are based on a five-year average 1 

escalated for inflation, customer growth, and sales tax increase (for 2013 only).  2 

ORA removes Cal Am’s customer growth and sales tax multipliers from the 3 

calculated averages to arrive at the following recommended estimates: $1,225 for 4 

Larkfield, $269,081 for Los Angeles, $48,475 for Monterey County, $107,179 for 5 

Sacramento, $33,157 for San Diego, and $16,189 for Ventura. 6 

l) T&D – Fire Mains, Account 762  7 

For Transmission and Distribution – Maintenance of Fire Mains, Cal Am’s 8 

estimate is $88 in Test Year 2015 for the Larkfield District.  Cal Am’s estimates 9 

are based on a five-year average escalated for inflation, customer growth, and 10 

sales tax increase (for 2013 only).  ORA removes a one-time expense of $371 11 

from Larkfield’s 2009 recorded data to arrive at a test year estimate of $0 for the 12 

district, which is consistent with the amount actually recorded to this account in 13 

the other four years of recorded data.   14 

m) T&D – Services, Account 763  15 

For Transmission and Distribution – Maintenance of Services in Test Year 16 

2015, Cal Am’s estimate is $11,164 for Larkfield, $55,000 for Los Angeles, $95 17 

for Monterey, $136,029 for Sacramento, $15,161 for San Diego, and $11,471 for 18 

Ventura.  Cal Am’s estimates are based on a five-year average escalated for 19 

inflation, customer growth, and sales tax increase (for 2013 only).  ORA removes 20 

a one-time expense of $446 from Monterey’s 2012 recorded data to arrive at a test 21 

year estimate of $0 for the district, which is consistent with the amounts actually 22 

recorded to this account in the other four years of recorded data.  ORA removes 23 

Cal Am’s customer growth and sales tax multipliers from the calculated averages 24 

to arrive at the following recommended estimates: $10,983 for Larkfield, $54,759 25 

for Los Angeles, $133,083 for Sacramento, $14,993 for San Diego, and $11,390 26 

for Ventura. 27 
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n) T&D – Meters, Account 764  1 

For Transmission and Distribution – Maintenance of Meters in Test Year 2 

2015, Cal Am’s estimate is $224 for Larkfield, $13,859 for Los Angeles, $40,984 3 

for Sacramento, and $10,652 for San Diego.  Cal Am’s estimates are based on a 4 

five-year average escalated for inflation, customer growth, and sales tax increase 5 

(for 2013 only).  ORA removes Cal Am’s customer growth and sales tax 6 

multipliers from the calculated averages to arrive at the following recommended 7 

estimates: $219 for Larkfield, $13,801 for Los Angeles, $40,283 for Sacramento, 8 

and $10,544 for San Diego. 9 

o) T&D – Hydrants, Account 765  10 

For Transmission and Distribution – Maintenance of Hydrants in Test Year 11 

2015, Cal Am’s estimate is $379 for Larkfield, $5,257 for Los Angeles, $37,281 12 

for Sacramento, $741 for San Diego, and $10,849 for Ventura.  Cal Am’s 13 

estimates are based on a five-year average escalated for inflation, customer growth 14 

and sales tax increase (for 2013 only).  ORA removes Cal Am’s customer growth 15 

and sales tax multipliers from the calculated averages to arrive at the following 16 

recommended estimates: $374 for Larkfield, $5,231 for Los Angeles, $36,208 for 17 

Sacramento, $734 for San Diego, and $10,757 for Ventura. 18 

p) T&D – Miscellaneous Plant, Account 766  19 

Cal Am’s estimate for Transmission and Distribution – Maintenance of 20 

Miscellaneous Plant expenses in Test Year 2015 is $30,598 for Larkfield, 21 

$258,262 for Los Angeles, $1,373,292 for Monterey County, $3,504 for Monterey 22 

Toro, $11,726 for Monterey Wastewater, $345,179 for Sacramento, $56,640 for 23 

San Diego, and $431,519 for Ventura.  Cal Am’s estimates for all line items 24 

except for Tank Painting are based on a five-year average escalated for inflation, 25 

customer growth, and sales tax increase (for 2013 only), with the exception of 26 

Monterey Toro and Wastewater, which do not include any estimates for Tank 27 
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Painting expense in this O&M account.  Cal Am developed its estimates for Tank 1 

Painting on the remaining costs and amortization periods of past tank paintings, 2 

and added to that the estimated amortization of costs for proposed projects as part 3 

of its tank maintenance program.  Cal Am’s tank maintenance program17 consists 4 

of both capital and deferred (tank painting) expenditures, but deferred 5 

expenditures are only included here in this O&M expense category.   6 

ORA finds Cal Am’s estimates using a five-year average escalated for 7 

inflation only reasonable for this O&M account excluding tank painting.  Cal Am 8 

proposes increases for tank painting expenditures in each district that easily 9 

surpass its five year recorded average of expenditures.  As this tank maintenance 10 

program is handled via capital expenditures through Cal Am’s recurring project 11 

budget or a separate investment project budget, Cal Am is only recording deferred 12 

expenditures in this O&M account.  The need to increase this deferred expenditure 13 

budget has not been justified and is inconsistent with using the methodology of 14 

applying a five-year average.   15 

At this time, ORA recommends reducing the forecast of 2015 expenditures 16 

for tank painting amortization expenses based on the issues ORA found in 17 

discovery regarding proposed tank projects in 2013 that were not completed as 18 

mentioned earlier in the discussion.   At the current rate of seven out of 43 projects 19 

completed for 2013, this ratio amounts to about a 16% rate of actual expenditures 20 

compared to forecast.  ORA accounts for these actual 2013 expenditures to derive 21 

its estimate for 2013 tank painting expenses.  Then, to arrive at its 2014 amount, 22 

ORA takes the five-year average of 2009-2013 of tank painting expenses.  This is 23 

consistent with the methodology of five-year averages used for Cal Am’s 24 

estimates with the rest of this O&M expense category and consistent with the rest 25 

of ORA’s recommendations for expenses.  Finally, to derive ORA’s 2015 26 

                                              
17

 A discussion of Cal Am’s Tank Maintenance Program can be found in the Direct Testimony of F. Mark 
Schubert, PE, pg. 146-7. 
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estimate, this 2014 estimate is escalated by the 2015 reinstatement factor 1 

consistent with the methodology applied to all O&M expenses.  Thus, ORA’s 2 

estimates for Tank Painting for 2015 are as follows:  $13,177 for Larkfield, 3 

$70,674 for Los Angeles, $385,266 for Monterey County, $151,109 for 4 

Sacramento, $26,626 for San Diego, and $205,478 for Ventura.  Finally, ORA’s 5 

total estimates for Transmission and Distribution – Miscellaneous Plant expenses 6 

are as follows:  $15,584 for Larkfield, $165,652 for Los Angeles, $1,284,491 for 7 

Monterey County, $3,435 for Monterey Toro, $11,578 for Monterey Wastewater, 8 

$209,014 for Sacramento, $44,672 for San Diego, and $297,793 for Ventura. 9 

D. CONCLUSION 10 

ORA recommends that the Commission adopt its O&M expense estimates 11 

as ORA’s discovery process has found issues with Cal Am’s recording of 12 

expenses in appropriate O&M expense accounts and Cal Am’s forecasting of 2013 13 

tank painting projects.  Cal Am’s customer growth and sales tax multipliers from 14 

the recorded expenses to arrive at the test year should also be removed as its 15 

proposal to use these multipliers has not been justified.16 
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CHAPTER 2: SPECIAL REQUEST #18 - STATE WATER RESOURCES 1 

CONTROL BOARD CEASE AND DESIST ORDER 2 

MEMORANDUM ACCOUNT 3 

A. INTRODUCTION 4 

In Special Request #18, California American Water (Cal Am) requests 5 

authorization to file for the establishment of a memorandum (memo) account to 6 

track all penalties and fines that could be assessed as a result of a violation of the 7 

State Water Resources Control Board (SWRCB) Cease and Desist Order (CDO), 8 

should such an account be necessary.18  Cal Am characterizes this situation as the 9 

Monterey Production Physical Cliff that can be described as the point in time, 10 

December 31, 2016, when the CDO requires Cal Am to reduce its production from 11 

the Carmel River to Cal Am’s legally authorized level, or 3,376 AF per the CDO.  12 

Cal Am states that it cannot force its customers to reduce usage to comply with the 13 

reductions enforced by the CDO, and that the SWRCB may levy civil penalties for 14 

such violations.19 15 

B. SUMMARY OF RECOMMENDATIONS 16 

ORA recommends that Cal Am’s request for establishing a SWRCB CDO 17 

Memo Account be approved only as a subaccount within Cal Am’s existing Cease 18 

and Desist Order Memorandum Account (CDOMA), which currently captures any 19 

and all activities related to the CDO. 20 

C. DISCUSSION 21 

Cal Am was granted the existing Cease and Desist Order Memorandum 22 

Account on April 8, 20120 in Resolution W-4624.  The purpose of this memo 23 

account is stated in Cal Am’s Preliminary Statement20 as follows: 24 

                                              
18 Application, A.13-07-002, p. 16 
19 Direct Testimony of David P. Stephenson, p.62. 
20

 See Attachment 10 for CPUC Sheet No. 5882-W as authorized by Advice Letter No. 862. 
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The purpose of the CDOMA is to track outside legal counsel; Experts 1 
needed to represent Cal-Am in administrative proceedings; Temporary 2 
legal measures regarding stays of the CDO; Court appeals related to any 3 
final CDO adopted by the SWRCB; Challenge clarifications, and/or 4 
compliance with the CDO including any additional or more stringent 5 
conservation and reporting activities, the development and obtainment of 6 
water supply and water rights; and Any and all other immediate activities 7 
beyond those approved in the general rate case, D.09-07-021, related to the 8 
CDO to address the SWRCB CDO for unauthorized diversion of water from 9 
the Carmel River in the Monterey District. 10 

As stated in the purpose of this existing CDO Memo Account, Cal Am has 11 

the ability to track a broad and wide-ranging scope of items related to addressing 12 

the SWRCB’s CDO.  Cal Am does not need an additional memo account at this 13 

time to address the CDO in this current GRC proceeding. Rather it should 14 

establish a sub account directly related to the fines that it may incur from the 15 

SWRCB.   16 

D. CONCLUSION 17 

ORA recommends that the Commission approve Cal Am’s request to 18 

establish the SWRCB CDO memo account only as a sub account within its 19 

existing memo account.20 
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CHAPTER 3: SPECIAL REQUEST #27 - IMPLEMENT MONTHLY 1 

BILLING FOR MONTEREY WASTEWATER CUSTOMERS 2 

A. INTRODUCTION 3 

In Special Request #27, California American Water (Cal Am) requests 4 

authorization to move all of its Monterey wastewater customers to monthly 5 

billing.21  Since Cal Am serves both stand-alone wastewater customers as well as 6 

combined water/wastewater customers, consistency in billing for Cal Am’s 7 

operations costs can only be achieved after all customers are billed on a similar 8 

frequency.  Currently, Cal Am’s water customers are already billed monthly22, so 9 

it should follow that all wastewater customers in the Monterey County District be 10 

on the same monthly billing frequency. 11 

B. SUMMARY OF RECOMMENDATIONS 12 

ORA agrees with Cal Am’s request to bill all of its wastewater customers in 13 

the Monterey County District on a monthly basis. 14 

C. DISCUSSION 15 

Cal Am requests that its Monterey wastewater customers be moved to 16 

monthly billing to create billing consistency and give its customers greater control 17 

over their bills.  Since Cal Am’s current water customers in Monterey are billed 18 

monthly, Cal Am should move its wastewater customers to monthly billing to 19 

create consistency across the district.  ORA asked Cal Am if there are any costs 20 

associated with this move, and Cal Am confirmed that since monthly billing of 21 

wastewater customers already occurs in certain systems, there would be no need 22 

for any significant changes to its billing software23.  Cal Am has not included any 23 

                                              
21

 Direct Testimony of David P. Stephenson, p.52. 
22

 Id. 
23

 See Attachment 11 for Cal Am response to ORA Data Request A.13-07-002. TS2-007, Q&A 
#5 (b). 
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cost increase in revenue requirement due to the request.24  Given all the benefits 1 

associated with this move to monthly billing for wastewater customers, ORA 2 

agrees with Cal Am’s request. 3 

D. CONCLUSION 4 

ORA recommends that the Commission approve Cal Am’s request to bill 5 

all of its wastewater customers in the Monterey County District on a monthly basis 6 

to create billing consistency.7 

                                              
24 Id. 
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CHAPTER 4: SPECIAL REQUEST #30 – RECOVER PLACER 1 

COUNTY WATER AGENCY PEAKING CHARGES IN THE 2 

PURCHASED WATER BALANCING ACCOUNT FOR 3 

SACRAMENTO 4 

A. INTRODUCTION 5 

In Special Request #30, California American Water (Cal Am) requests 6 

authorization to include Placer County Water Agency (PCWA) peaking charges in 7 

the Purchased Water Balacing Account for the Sacramento District, should the 8 

Walerga Tank not be able to fully eliminate said peaking charges, or if the facility 9 

is not completed before the charges are assessed in 201525. 10 

B. SUMMARY OF RECOMMENDATIONS 11 

ORA recommends that Cal Am’s request to include PCWA peaking 12 

charges in the Purchased Water Balancing Account for the Sacramento District be 13 

denied.  The Commission has already decided that Cal Am may not recover 14 

peaking charges incurred after January 1, 2012. 15 

C. DISCUSSION 16 

In order to understand Cal Am’s request, ORA will briefly summarize the 17 

history and evolution of the issues surrounding this West Placer Service Area.  On 18 

February 28, 2002, California-American Water Company (Cal Am) filed 19 

Application (A.) 02-02-030 requesting authorization to establish the Dry Creek 20 

Special Facilities Fee (SFF) for residential development in the West Placer Service 21 

Area of Cal Am’s Sacramento District.  The SFF was for anticipated new 22 

development in the area requiring a main extension.  Tariff Rule 15 allows public 23 

utilities to seek advance payment from the first developer for the full costs of 24 

constructing the necessary facilities for new developments.  Tariff Rule 15 also 25 

allows the first developer to seek contribution toward the costs from subsequent 26 

                                              
25

 Direct Testimony of David P. Stephenson, p.57. 
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developers.  Because the total initial cost for the facilities in this case, $28 million, 1 

exceeded what the developers could afford, individually or collectively, the 2 

Commission issued Decision (D.) 02-06-054, which permitted Cal Am to front the 3 

cost of the facilities and receive contributions in the form of a “pay as you go” fee 4 

arrangement from the developers as they request water service from Cal Am.  At 5 

the time, Cal Am’s application anticipated 18,000 Equivalent Dwelling Units 6 

(EDUs) would be constructed in the Dry Creek SFF Area.  The initial SFF of $750 7 

was calculated to eventually repay Cal-Am for its costs to construct the needed 8 

facilities.  Economic conditions have changed drastically in the 11 years since 9 

D.02-06-054 was issued and Cal Am’s optimistic growth projections from 2002 10 

have been replaced with a much more conservative outlook.  In A.10-07-007, filed 11 

July 1, 2010, Cal Am originally requested elimination of the Dry Creek SFF and 12 

Tariff, approval to include all plant, depreciation and contributions related to the 13 

Dry Creek SFF area in rate base for the Sacramento District, and authorization for 14 

a new SFF applicable to all new customers in the West Placer Service Area. The 15 

application also sought authorization for construction of the $6.75 million Walerga 16 

Tank Project and facilities. The new SFF was derived by dividing the detailed cost 17 

estimates of the total known projects and anticipated projects, adjusted to 2012 18 

baseline ($28 million), by the number of EDUs/potential customers (4,800).  This 19 

resulted in the new SFF of $5,850 per EDU in the West Placer Service Area of Cal 20 

Am’s Sacramento District.  Finally, the Commission decided in D.13-10-003 to 21 

grant Cal Am an amount of $10.65 million to fund construction costs of the 22 

Walerga Tank Project with 2,551 EDUs using a revised SFF of $5,897 per EDU. 23 

Currently, Cal Am’s West Placer Service Area consists of approximately 24 

1,000 customers and does not currently contain storage tanks, pumps, wells, 25 

booster stations or treatment plants.26  All water is purchased from the Placer 26 

County Water Agency and conveyed to connection points in the West Placer 27 

                                              
26

 D.13-10-003, p. 3. 
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Service Area by a wheeling agreement between the City of Roseville and the 1 

Placer County Water Agency.27  The West Placer Service Area system 2 

experiences large swings in demand based on customer needs.28  The purchased-3 

water agreement with the Placer County Water Agency includes a peaking charge 4 

of 10 times the normal rate when demand exceeds the parameters of the purchased 5 

water contract.29 6 

Cal Am is concerned that it may incur peaking charges from PCWA for its 7 

service in Placer County during this rate case proceeding, since construction of the 8 

Walerga Tank has not started and may not be completed by the start of 2015.  9 

Also, Cal Am is not positive that even if the tank is built, it will not continue to 10 

incur peaking charges in some years due to increased customer usage.  ORA is 11 

concerned with Cal Am’s proposal that the Walerga Tank and related facilities 12 

being built at extraordinary cost will not eliminate said peaking charges.  It is hard 13 

to believe that after copious amounts of testimony provided in A.10-07-00730 14 

affirmed that the Walerga Tank should be built to meet the supply constraints in 15 

the West Placer Service Area that Cal Am is now saying that it may still incur 16 

peaking charges from increased customer usage.  This is contrary to Commission 17 

findings in D.13-10-003, which states that Existing Dry Creek customers will 18 

receive less than 50% of the benefit from the Walerga Storage Tank and other 19 

construction projects.31  With existing customers taking up less than 50% of the 20 

capacity of a 2.5 million gallon storage tank, it is difficult to conclude that 21 

increased customer usage would push this capacity all the way up to 100% of the 22 

                                              
27

 D.13-10-003, p. 3. 
28

 Id. 
29

 Id. 
30

 A.10-07-007 References: (CAW Exh. 14, Kilpatrick Direct, Sec. III, pp. 115-123; CAW Exh. 27, 
Stephenson Direct, Sec. XIII, pp. 28-41; CAW Exh. 49, Schubert Rebuttal, p. 37-39; DRA Exh. 7, p.32; 
DRA Exh. 11, Ch. 4. pp. 1-18) 
31 D.13-10-003. Finding of Fact #10 
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proposed facilities.  Cal Am fails to provide the proof necessary to show that these 1 

new facilities will not adequately provide for increased customer usage. 2 

During the discovery process in this proceeding, ORA asked Cal Am for 3 

clarification on the pending Commission Decision from A.10-07-007 with regard 4 

to how it would affect its Special Request.  ORA questioned Cal Am on how it 5 

would respond to the Proposed Decision (PD) that was issued by the Commission 6 

and stated that Cal Am may not recover peaking charges incurred after January 1, 7 

2012.  Cal Am replied by stating that it would respond to the PD to propose a 8 

correction that requests the final decision acknowledge the adopted Settlement 9 

Agreement that states, “Second, no peaking charges will be allowed in rates from 10 

2012 forward until the Walerga Tank is in service.”32  Cal Am also stated in its 11 

data request response that peaking charges incurred after the tank is in service 12 

should be recoverable.33  Ultimately, the Commission ordered that Cal Am could 13 

not recover peaking charges incurred after January 1, 2012 in acknowledgement of 14 

the proposed Walerga Tank facilities being built.34  The Commission reviewed 15 

that aforementioned Settlement Agreement and came to its own conclusion 16 

regarding peaking charges and ORA wholeheartedly agrees with this decision. 17 

D. CONCLUSION 18 

ORA recommends that the Commission deny Cal Am’s request to recover 19 

peaking charges in Purchased Water Balancing Account for the Sacramento 20 

District, since the Commission has already decided that Cal Am may not recover 21 

peaking charges incurred after January 1, 2012 in D.13-10-003.22 

                                              
32 See Attachment 8 for Cal Am Response to ORA Data Request A.13-07-002. TS2-002, Q&A #1 
(b). 
33

 Id. 
34 D.13-10-003. Ordering Paragraph #4. 
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CHAPTER 5: SPECIAL REQUEST #23 – SACREMENTO/PLACER 1 

COUNTY PURCHASED WATER MEMO ACCOUNT & SPECIAL 2 

REQUEST #31 – PLACER COUNTY WATER AGENCY 3 

PURCHASED WATER AGREEMENT MEMO ACCOUNT 4 

A. INTRODUCTION 5 

In Special Request #23, California American Water (Cal Am) requests 6 

authorization to file for the establishment of a memorandum (memo) account to 7 

track costs associated with the Sacramento/Placer County purchased water 8 

supply.35  In Special Request #31, Cal Am also requests authorization to file for 9 

the establishment of a memo account to track all increased purchased water costs 10 

and the costs of capital investment related to changes in modifications to the 11 

Placer County Water Agency (PCWA) purchased water agreement that expires on 12 

December 31, 2015.36 13 

B. SUMMARY OF RECOMMENDATIONS 14 

ORA recommends that Cal Am’s requests for establishing a memo account 15 

to track costs associated with the Sacramento/Placer County purchased water 16 

supply and a memo account to track changes in modifications to the Placer County 17 

Water Agency purchased water agreement be denied.  Cal Am’s requests are 18 

duplicative since it already maintains an incremental cost balancing account in 19 

Sacramento for purchased water. 20 

C. DISCUSSION 21 

Cal Am currently has a water supply agreement with PCWA.  The purpose 22 

of that agreement, which was signed on September 5, 2002, is “to provide for the 23 

sale of a surface supply of treated water from the Agency (PCWA) to [California 24 

American Water] to serve the full requirements of [California American Water’s] 25 

customers within the Service Area.”  The water supply agreement is set to expire 26 

                                              
35

 Direct Testimony of David P. Stephenson, p.59. 
36

 Id. 



5-2 
 

on December 31, 2015, and this agreement states that PCWA and Cal Am should 1 

develop a new contract one year prior to the expiration of the existing agreement.  2 

Cal Am states that there have been preliminary discussions where PCWA has 3 

indicated that they wish to renegotiate certain aspects of the new water supply 4 

agreement,37 but Cal Am also states that negotiations cannot begin until the 5 

Commission renders a decision on the pending requests in A.10-07-007 for the 6 

West Placer Special Facilities Fees (SFF) and clarifies the reimbursement 7 

methodology for construction of the Walerga Tank and Booster Station.  8 

Fortunately, the Commission did render a final decision in A.10-07-007 that was 9 

issued October 3, 2013.38  This decision clarified the two points by setting the 10 

special facilities fees amount for the West Placer Service Area and allowing Cal 11 

Am to establish a memo account to track the costs for construction of the Walerga 12 

Tank and Booster Station.39 13 

ORA recognizes the Commission authority granted in D.13-10-003, but 14 

followed up with its own due diligence to ask Cal Am of its progress in 15 

negotiations with PCWA.  ORA Data Request (DR) TS2-007 was received 16 

October 23, 2013 by Cal Am, and Cal Am responded by November 1, 2013.  Cal 17 

Am stated herein, “contract negotiations have not started and the level of increased 18 

requirements and costs is unknown at this time to California American Water.  19 

The negotiations have to be concluded before the effective date of the next GRC in 20 

early 2018.”40   21 

Although Cal Am stated that it does have time to negotiate with PCWA, 22 

Cal Am has not shown a sense of urgency in starting these negotiations even 23 

though the triggering point for these negotiations to begin had occurred by the 24 

                                              
37 Direct Testimony of David P. Stephenson, p.60. 
38

 D.13-10-003 
39

 D.13-10-003, Ordering Paragraphs #2 and #3. 
40 See Attachment 11 for Cal Am Response to ORA Data Request A.13-07-002. TS2-007, Q&A 
#9 (b). 
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time Cal Am had received this data request.  This lack of urgency demonstrates 1 

the inherent coverage provided to Cal Am with its current incremental cost 2 

balancing account for purchased water in Sacramento that tracks the difference 3 

between the Actual Price of Purchased Water multiplied by the Authorized 4 

Quantity, and the Authorized Price of Purchased Water multiplied by the 5 

Authorized Quantity.    6 

With this current balancing account, the actual price paid by Cal Am to 7 

PCWA for purchasing water is passed through to its ratepayers in Sacramento 8 

thereby eliminating the need to establish separate memo accounts for costs 9 

associated with the Sacramento/Placer County water supply and the costs 10 

associated with the PCWA purchased water agreement.  These memo accounts are 11 

duplicative to the coverage already offered to Cal Am with the current balancing 12 

account.  Cal Am acknowledged in its response to ORA’s data request that Cal 13 

Am “cannot estimate the cost [for purchased water] under a future agreement,”41 14 

and Cal Am did state that it does have a one year negotiation period with 15 

PCWA.42  Although Cal Am cannot estimate these future costs at this time, Cal 16 

Am will still be able to pass through any increase in costs with its existing 17 

balancing account.  Adding another layer of memo accounts on top of this current 18 

balancing account would greatly harm the ratepayers in the Sacramento District 19 

already paying these purchased water costs. 20 

Ratepayers in the Sacramento District43 are already faced with the daunting 21 

task of coping with the funding mechanism granted to Cal Am for the Walerga 22 

                                              
41 See Attachment 11 for Cal Am response to ORA Data Request A.13-07-002. TS2-007, Q&A 
#2 (b). 
42

 Id. 
43 For more of a history and discussion of the issues facing the West Placer Service Area in the 
Sacramento District, please refer to the discussion found in ORA’s testimony on Special Request 
#30 for Placer County Peaking Charges. 
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Tank and Booster Station.44  With Commission Decision 13-10-003, Cal Am has 1 

clarity on how to proceed with water deliveries to the West Placer Service Area by 2 

constructing the Walerga Tank and Booster Station facilities with the greatly 3 

increased SFF Amount authorized by the Commission.  Since the initial SFF of 4 

$750 was raised to $5,897 for the West Placer Service Area, Cal Am should have 5 

adequate coverage to fund the construction cost of $10.65 million for the Walerga 6 

Tank and Booster Station.  Still, Cal Am states in its response to ORA’s data 7 

request that it needs a memo account to track all costs associated with the 8 

negotiations, development and implementation of a new water supply agreement 9 

with PCWA for water deliveries into the West Placer Service Area.45   10 

At a time when Cal Am is being granted $10.65 million to construct 11 

facilities to alleviate the supply concerns in the West Placer Service Area, it is 12 

difficult to comprehend how much more coverage Cal Am would need to address 13 

the purchased water supply issues with PCWA.  Cal Am’s request to establish this 14 

memo account to track costs of capital investment related to changes in the PCWA 15 

purchased water agreement should be disregarded because the Walerga Tank and 16 

related facilities have already been authorized by the Commission to address this 17 

exact issue. 18 

D. CONCLUSION 19 

ORA recommends that the Commission deny Cal Am’s request to establish 20 

memo accounts related to Placer County Water Agency supply issues as Cal Am 21 

already has coverage for changes in cost of the purchased water with its existing 22 

                                              
44 The Walerga Tank Project is comprised of a 2.5 million gallon above-ground welded steel 
water storage tank, a 3,500 gallon per minute booster pump station, approximately 2,700 feet of 
pipeline and 14,500 feet of 16-inch and 24-inch transmission mains in the West Placer Service 
Area. 
45

 See Attachment 11 for Cal Am response to ORA Data Request A.13-07-002. TS2-007, Q&A 
#8. 
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balancing account and coverage for capital improvements to address supply 1 

concerns with the Walerga Tank and related facilities.2 
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CHAPTER 6: QUALIFICATION AND PREPARED 1 

TESTIMONY OF TERENCE SHIA 2 

Q1. Please state your name, business address, and position with the California 3 
Public Utilities Commission (“Commission”). 4 

A1. My name is Terence Shia and my business address is 505 Van Ness 5 
Avenue, San Francisco, CA. 94102. I am a Senior Utilities Engineer in the 6 
Water Branch of the Office of Ratepayer Advocates (ORA). 7 

Q2. Please summarize your educational background and professional 8 
experience. 9 

A2. I received a Bachelor of Science Degree in Mechanical Engineering from 10 
the University of California, Davis in 2007.  I received my Professional 11 
Engineer License in Mechanical Engineering in the State of California in 12 
2011, License # M35352.  In March of 2008, I joined the Commission, 13 
where I worked as a Utilities Engineer on a variety of assignments ranging 14 
from assisting Administrative Law Judges (ALJ) on General Rate Case 15 
(GRC) proceedings, conservation rate proceedings, small water company 16 
GRC filings, updating General Order 103, and Water Revenue Adjustment 17 
Mechanism/Modified Cost Balancing Account (WRAM/MCBA) filings. In 18 
June of 2012, I joined DRA as a Senior Utilities Engineer and assisted our 19 
consultant, Overland, on the Direct Joint Testimony for the Monterey Rate 20 
Design and WRAM/MCBA in A.10-07-007.  I also testified on the 21 
proposed Sacramento WRAM in this same proceeding.  Following that 22 
proceeding, I was the project coordinator for California-American Water’s 23 
proposed Monterey Peninsula Water Supply Project and worked on 24 
testimony there. 25 

Q3. What is your responsibility in this proceeding? 26 

A3. I am the project coordinator for ORA’s Company-wide report. 27 

I am also responsible for Operations & Maintenance Expenses and 28 
Special Requests #18, #23, #27, #30, & #31 in ORA’s Company-wide 29 
Report. 30 

I also prepared the company-wide Results of Operations tables. 31 

Q4. Does this conclude your prepared direct testimony? 32 

A4. Yes, it does. 33 
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CHAPTER 7: ATTACHMENTS 1 

2 



7-2 
 

Attachment 1: http://www.bls.gov/cpi/cpifaq.htm 1 

From  http://www.bls.gov/cpi/cpifaq.htm: 2 

How are taxes treated in the CPI? 3 
Certain taxes are included in the CPI, namely, taxes that are directly associated with the 4 

purchase of specific goods and services (such as sales and excise taxes). Government user fees 5 

are also included in the CPI. For example, toll charges and parking fees are included in the 6 

transportation category, and an entry fee to a national park would be included as part of the 7 

admissions index. In addition, property taxes should be reflected indirectly in the BLS method of 8 

measuring the cost of the flow of services provided by shelter, which we called owners' 9 

equivalent rent, to the extent that these taxes influence rental values. Taxes not directly 10 

associated with specific purchases, such as income and Social Security taxes, are excluded, as 11 

are the government services paid for through those taxes. 12 

For certain purposes, one might want to define price indexes to include, rather than exclude, 13 

income taxes. Such indexes would provide an answer to a question different from the one to 14 

which the present CPI is relevant, and would be appropriate for different uses. 15 

16 
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Attachment 2: Cal Am Response to ORA DR A.13-07-002. TS2-003 1 
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Attachment 3: Cal Am Response to ORA DR A.13-07-002. TS2-004 1 
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Attachment 4: Cal Am Response to ORA DR A.13-07-002. TS2-005 1 
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Attachment 5: Cal Am Response to ORA DR A.13-07-002. TS2-010 1 
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Attachment 6: Cal Am Response to ORA DR A.13-07-002. JR6-010 1 

 2 

3 



7-53 
 

Attachment 7: Cal Am Response to ORA DR A.13-07-002. TS2-012 1 
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