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COMPANY REQUEST VS DRA RECOMMENDED

2008

2009

2010

2011

SERVICE AREA

GSWC

DRA

GSWC

DRA

GSWC

DRA

GSWC

DRA

Foothill District Office

$61,300

$61,300

$91,060

$60,312

$19,600

$19,070

$70,107

$69,770

Claremont

$3,522,169

$2,888,454

$3,823,746

$1,110,419

$2,142,726

$1,960,041

$1,569,656

$1,429,162

San Dimas

$2,138,877

$1,793,187

$4,197,192

$3,275,279

$3,789,029

$3,141,919

$2,173,442

$1,462,675

San Gabriel Valley

$1,740,523

$1,648,636

$3,255,017

$3,002,361

$6,596,277

$5,979,671

$7,455,589

$4,416,613

District Total

$7,462,869

$6,391,577

$11,367,015

$7,448,371

$12,547,632

$11,100,701

$11,268,794

$7,378,220

Mountain-Desert District Office

$193,500

$165,500

$17,900

$16,810

$18,900

$18,450

$19,500

$14,350

Apple Valley

$1,900,440

$1,299,067

$3,010,723

$839,512

$1,403,644

$454,322

$2,689,250

$1,224,157

Barstow

$1,300,000

$1,200,000

$1,394,748

$1,028,919

$1,731,173

$1,306,120

$1,470,457

$1,142,796

Calipatria

$848,944

$343,619

$884,592

$141,342

$690,894

$94,274

$245,100

$101,718

Morongo Valley

$737,736

$554,396

$475,816

$395,724

$1,130,146

$1,115,229

$433,368

$327,618

Wrightwood

$2,847,484

$177,025

$7,731,928

$873,131

$3,014,194

$589,356

$760,010

$752,336

District Total

$7,828,104

$3,739,607

$13,515,707

$3,295,438

$7,988,951

$3,577,751

$5,617,685

$3,562,975

Orange County District Office

$91,000

$91,000

$162,968

$129,504

$11,714

$11,669

$86,012

$84,142

Los Alamitos

$1,943,976

$1,383,800

$3,876,081

$1,330,887

$2,259,945

$1,790,881

$1,544,247

$1,269,854

Placentia

$2,581,152

$2,092,319

$3,175,406

$1,029,078

$4,755,476

$1,423,930

$6,420,620

$863,408

District Total

$4,616,128

$3,567,119

$7,214,455

$2,489,469

$7,027,135

$3,226,480

$8,050,879

$2,217,404

REGION III TOTAL

$19,907,101

$13,698,303

$32,097,177

$13,233,278

$27,563,718

$17,904,932

$24,937,358

$13,158,599


Golden State Water Company - Region III Summary
Application 08-07-010

Background

The Division of Ratepayer Advocates (DRA) is the independent consumer advocacy division of the California Public Utilities Commission (CPUC).  DRA’s statutory mandate is to obtain the lowest possible rate for utility services consistent with reliable and safe service levels.  DRA advocates for customer and environmental protections in connection with utility service.

All Class A water utilities (i.e., those with more than 10,000 service connections) are required to submit general rate case (GRC) applications, in accordance with the schedule set forth in D.07-05-062, on a three-year cycle pursuant to PU Code 455.2.  Golden State Water Company (GSWC) is one of the nine Class A Water Companies in California that DRA rigorously reviews.  The CPUC reviews the filings of the other water utilities (i.e., those with less than 10,000 service connections)     

Region III consists of eight separated water districts, each with its own unique characteristics such as geography, location and water supply.  In 2000, the Commission approved a single consolidated tariff for these eight water districts in GSWC’s Region III in D.00-06-075.  At the time of filing, the DRA Water Branch opposed the request of single tariff pricing by GSWC.  Single tariff pricing benefits districts requiring significant investments and disadvantage those requiring less since total investments and their associated costs are shared equally amongst all districts and paid for by the same tariff rate.  Nevertheless, the Commission ruled that the advantages of single tariff pricing outweighed the disadvantages in this particular case and approved GSWC’s request.  Commissioner Bilas disagreed with the majority vote on this decision and issued a written dissent emphasizing, among other things, that:

“The average pricing method [provided by the consolidated rates] requires that all customers in SCWC’s larger, lower-cost districts subsidize all customers in the smaller, high-costs districts.  Indeed, poorer customers in lower cost districts will subsidize wealthier customers in high cost districts.  I find this economically inefficient and highly discriminatory.
”

Except for special circumstances, DRA continues to oppose water utility proposal for service district consolidation and unified tariff rate for consolidated service areas.  DRA believes that there are more effective mechanisms that can be considered to address cost of service issues and affordability rather than consolidating service district costs.  These mechanisms include enhanced low-income programs, or establishing a rate support fund to provide some subsidy to those districts with high cost and low affordability levels.


In this GRC (A.08-07-010), GSWC is requesting an order authorizing it to increase rates for water service by $30,035,914 or 32.67% in 2010; by an additional $1,714,524 or 1.39% in 2011; and by $3,664,223 or 2.92% more in 2012 in its Region III Service Area.  This increase translates into an increase of $7.57 or 21.79% on an average monthly bill of $34.74 for a residential customer with a 5/8 x ¾ inch meter using 10 ccf water in 2010.  Region III Service Areas serve approximately 98,000 customers in all or portions of the cities in the Los Angeles, Orange and San Bernardino Counties.  
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2008

2009

2010

2011

SERVICE AREA

GSWC

DRA

GSWC

DRA

GSWC

DRA

GSWC

DRA

Foothill District Office

$61,300

$61,300

$91,060

$60,312

$19,600

$19,070

$70,107

$69,770

Claremont

$3,522,169

$2,888,454

$3,823,746

$1,110,419

$2,142,726

$1,960,041

$1,569,656

$1,429,162

San Dimas

$2,138,877

$1,793,187

$4,197,192

$3,275,279

$3,789,029

$3,141,919

$2,173,442

$1,462,675

San Gabriel Valley

$1,740,523

$1,648,636

$3,255,017

$3,002,361

$6,596,277

$5,979,671

$7,455,589

$4,416,613

District Total

$7,462,869

$6,391,577

$11,367,015

$7,448,371

$12,547,632

$11,100,701

$11,268,794

$7,378,220

Mountain-Desert District Office

$193,500

$165,500

$17,900

$16,810

$18,900

$18,450

$19,500

$14,350

Apple Valley

$1,900,440

$1,299,067

$3,010,723

$839,512

$1,403,644

$454,322

$2,689,250

$1,224,157

Barstow

$1,300,000

$1,200,000

$1,394,748

$1,028,919

$1,731,173

$1,306,120

$1,470,457

$1,142,796

Calipatria

$848,944

$343,619

$884,592

$141,342

$690,894

$94,274

$245,100

$101,718

Morongo Valley

$737,736

$554,396

$475,816

$395,724

$1,130,146

$1,115,229

$433,368

$327,618

Wrightwood

$2,847,484

$177,025

$7,731,928

$873,131

$3,014,194

$589,356

$760,010

$752,336

District Total

$7,828,104

$3,739,607

$13,515,707

$3,295,438

$7,988,951

$3,577,751

$5,617,685

$3,562,975

Orange County District Office

$91,000

$91,000

$162,968

$129,504

$11,714

$11,669

$86,012

$84,142

Los Alamitos

$1,943,976

$1,383,800

$3,876,081

$1,330,887

$2,259,945

$1,790,881

$1,544,247

$1,269,854

Placentia

$2,581,152

$2,092,319

$3,175,406

$1,029,078

$4,755,476

$1,423,930

$6,420,620

$863,408

District Total

$4,616,128

$3,567,119

$7,214,455

$2,489,469

$7,027,135

$3,226,480

$8,050,879

$2,217,404

REGION III TOTAL

$19,907,101

$13,698,303

$32,097,177

$13,233,278

$27,563,718

$17,904,932

$24,937,358

$13,158,599


Schedule

After DRA’s issuance of its testimony on February 5, 2009, GSWC issued its rebuttal testimony on April 6, 2009.  The parties then participated an all-party settlement meeting, mediated by a mediator assigned by the ALJ of this proceeding.  On May 11 through May 18, evidentiary hearings were held in San Francisco in which both parties presented its witnesses to testify on the disputed issues.  At the closing of hearings, the ALJ ruled that the briefs and reply briefs will be filed on July 2009.  A Proposed Decision by the ALJ is expected to be issued in October 2009. 

DRA Recommendations

On February 5, 2009, DRA issued its report recommending a revenue increase of $12,116,400 or 14.09%, in 2010, $2,140,000 or 2.02% in 2011 and $2,120,000 or 1.96% in 2012.   DRA’s recommendation translates into an increase of about $3.05 or 8.79% on an average monthly bill for a residential customer with a 5/8 x ¾ inch meter using 10 ccf water in Test year 2010. The DRA proposal is comprised of following key recommendations:

· A decrease in revenue requirement of about $15.8 million due to DRA’s estimate of higher present rate revenue, lower level of expenses and capital expenditures.

· A $8.34 million reduction in Operation and Maintenance, Administration and General Expenses due to DRA’s recommendation of lower level of  expenses as shown in Table C.

· A reduction in the proposed increase in ratebase by $32.8 million (primarily comprised of capital expenditures such as wells, mains and reservoirs), resulting in a reduction of approximately $4.35 million in GSWC’s revenue requirement request for Test Year 2010.  This difference in rate base is primarily due to DRA’s lower estimates for capital expenditures in Plants as shown in Table D.

DRA identified the following areas as the primary factors for the increase in revenue requirement in Region III:

1. General Office (G.O.)/ Centralized Operations Support (COPS)

a. GSWC is requesting overall G.O. expenses of $37,740,300 and COPS expenses of $8,915,200 in test year 2010.  DRA recommends an overall G.O. expense of $29,053,600 in the Test Year and overall COPS expense of $7,721,300.  These expenses will then be allocated to Region III based on allocation factor of 31.04% for G.O. and 35.91% for COPS.  

The primary increases in G.O. and COPS expenses in Test Year 2010 are attributable to increases in the following expense areas shown in Tables A and B:

Table A: Primary Cost Increases for G.O. Expenses: 

GSWC Requested vs. DRA Recommended

	
	GSWC requested
	DRA Recommended
	Justifications for DRA Reduction

	Operation and A&G Labor Expenses
	$2,094,100
	$1,824,700
	Removal of vacant positions, 1% merit increase and disallowance of new hires

	Office Supply & Expenses
	$2,663,500
	$2,352,200
	Removed 14.1% incremental increase due to increase in employee counts

	Injuries & Damages Expense (liability insurance)
	$1,624,400
	$1,040,900
	Cost savings due to change in insurance policies 

	Pension & Benefits
	$8,780,200
	$4,817,000
	Modification to 401K plan, reduction to discretionary bonus program, medical and dental insurance, disallow VEBA plan, removed actuarial expense to special project, 50% reduction of holiday events and employee activities costs, reduction to incentive bonus for managers, reduced stock based compensation, removal of costs associated with management initiatives and tuition reimbursement.

	Regulatory Expenses
	$236,900
	$50,000
	Removed nonrecurring cost related to Cost of Capital Filing

	Outside Services
	$6,039,500
	$5,053,300
	Reduction due to savings from having internal counsel and compliance with Sarbanes Oxley is decreasing.

	Rent Expense
	$326,900
	$176,800
	Removing additional office spaces

	Ratebase 
	$18,975,400
	$14,742,500
	Disallowance of capital expenditures relating to office equipments


Table B: Primary Cost Increases for COPS Expenses: 

GSWC Requested vs. DRA Recommended

	
	GSWC requested
	DRA Recommended
	Justifications for DRA Reduction

	O&M Labor Expenses
	$4,143,900
	$3,468,900
	Removal of vacant positions, 1% merit increase and disallowance of 14 new hires

	Office Supply Expenses
	$902,600
	$677,600
	Removed 35.3% incremental increase due to increase in employee counts

	Pension & benefit
	$1,652,000
	$1,441,800
	Modification to 401K plan, reduction to discretionary bonus program, medical and dental insurance, disallow VEBA plan, removed actuarial expense to special project, 50% reduction of holiday events and employee activities costs, reduction to incentive bonus for managers, reduced stock based compensation, removal of costs associated with management initiatives and tuition reimbursement.

	Ratebase
	$3,922,100
	$3,603,900
	Disallowance of capital expenditures relating to office equipments


\
2. Region III Expenses, O&M , A&G

a. Total Expenses- GSWC is requesting $100,366,500 while DRA is recommending $87,516,200 for the Region III Service Area.  Primary increases for Region III are shown in following Table C:

Table C: Primary Cost Increases for Region III Expenses: 

GSWC Requested vs. DRA Recommended:

	
	GSWC Requested
	DRA Recommended
	Justification for DRA Reduction

	G.O. Allocation
	$11,326,800
	$7,958,000
	Reduction in G.O. Expenses level

	COPS Allocation
	$3,201,500
	$2,772,700
	Reduction in COPS Expenses level

	Labor Expenses
	$14,439,300
	$12,288,700
	Removed 14 new positions, vacant positions, 1% merit increase

	Regulatory Expenses
	$1,162,400
	$711,700
	Exclude nonrecurring expenses

	Other Maintenance Expenses
	$6,807,500
	$5,445,000
	Forecasting methodology

	Conservation Expenses
	$950,500
	$534,000
	Recommended more cost effective conservation programs

	Depreciation Expenses
	$14,330,100
	$13,341,100
	Recommended lower capital expenditures 

	State and federal tax
	$12,379,600
	$9,225,600
	Different methodology for estimating Fed Tax.




3. Rate Base, Plant

a. GSWC is requesting $243,571,400 while DRA is recommending $210,730,500 for Test year 2010 for the Region III Service Area Ratebase.  The major difference in ratebase is due to DRA’s lower recommendation in capital expenditures

Following are the primary difference in capital project expenditures between those requested by GSWC and those recommended by DRA:
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� D.00-06-075, Appendix A.  Dissent of Commissioner Bilas.  Text in brackets added for context.
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		TABLE D: GOLDENSTATE WATER COMPANY CAPITAL BUDGET

		COMPANY REQUEST VS DRA RECOMMENDED

				2008				2009				2010				2011

		SERVICE AREA		GSWC		DRA		GSWC		DRA		GSWC		DRA		GSWC		DRA

		Foothill District Office		$61,300		$61,300		$91,060		$60,312		$19,600		$19,070		$70,107		$69,770

		Claremont		$3,522,169		$2,888,454		$3,823,746		$1,110,419		$2,142,726		$1,960,041		$1,569,656		$1,429,162

		San Dimas		$2,138,877		$1,793,187		$4,197,192		$3,275,279		$3,789,029		$3,141,919		$2,173,442		$1,462,675

		San Gabriel Valley		$1,740,523		$1,648,636		$3,255,017		$3,002,361		$6,596,277		$5,979,671		$7,455,589		$4,416,613

		District Total		$7,462,869		$6,391,577		$11,367,015		$7,448,371		$12,547,632		$11,100,701		$11,268,794		$7,378,220

		Mountain-Desert District Office		$193,500		$165,500		$17,900		$16,810		$18,900		$18,450		$19,500		$14,350

		Apple Valley		$1,900,440		$1,299,067		$3,010,723		$839,512		$1,403,644		$454,322		$2,689,250		$1,224,157

		Barstow		$1,300,000		$1,200,000		$1,394,748		$1,028,919		$1,731,173		$1,306,120		$1,470,457		$1,142,796

		Calipatria		$848,944		$343,619		$884,592		$141,342		$690,894		$94,274		$245,100		$101,718

		Morongo Valley		$737,736		$554,396		$475,816		$395,724		$1,130,146		$1,115,229		$433,368		$327,618

		Wrightwood		$2,847,484		$177,025		$7,731,928		$873,131		$3,014,194		$589,356		$760,010		$752,336

		District Total		$7,828,104		$3,739,607		$13,515,707		$3,295,438		$7,988,951		$3,577,751		$5,617,685		$3,562,975

		Orange County District Office		$91,000		$91,000		$162,968		$129,504		$11,714		$11,669		$86,012		$84,142

		Los Alamitos		$1,943,976		$1,383,800		$3,876,081		$1,330,887		$2,259,945		$1,790,881		$1,544,247		$1,269,854

		Placentia		$2,581,152		$2,092,319		$3,175,406		$1,029,078		$4,755,476		$1,423,930		$6,420,620		$863,408

		District Total		$4,616,128		$3,567,119		$7,214,455		$2,489,469		$7,027,135		$3,226,480		$8,050,879		$2,217,404

		REGION III TOTAL		$19,907,101		$13,698,303		$32,097,177		$13,233,278		$27,563,718		$17,904,932		$24,937,358		$13,158,599






