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MEMORANDUM

The Public Advocates Office at the California Public Utilities Commission (Cal
Advocates) examined requests and data presented by Golden State Water Company
(GSWC) in Application (A.) 23-08-010 (Application) to provide the California Public
Utilities Commission (Commission) with recommendations that represent the interests of
ratepayers for safe and reliable service at the lowest cost. This Report is prepared by Sari
Ibrahim. Mehboob Aslam is Cal Advocates’ project lead for this proceeding. Victor
Chan is the oversight supervisor and Crystal Yu and Brett Palmer are legal counsels.

Although every effort was made to comprehensively review, analyze, and provide
the Commission with recommendations on each ratemaking and policy aspect of the
requests presented in the Application, the absence from Cal Advocates’ testimony of any
particular issue does not constitute its endorsement or acceptance of the underlying

request, or of the methodology or policy position supporting the request.

Chapter - .
- Description Witness
Capital Project Cost Estimates and Cost
1 Ibrahim
Adders
2 Region III Capital Projects Ibrahim
3 Early Retirements Ibrahim
4 Rate Base Sampling Ibrahim
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CHAPTER 1 Capital Project Cost Estimates and Cost Adders

I. INTRODUCTION

This Chapter discusses GSWC'’s cost estimates and cost adders. GSWC uses a
combination of historical cost data, third-party estimates, and a third-party consultant
service to create and “validate” their cost estimates. In ratemaking “(a) utility must

demonstrate the reasonableness of every dollar in its revenue requirement.”t

Ratepayers
should only bear the costs that they cause a utility to incur as such transparency of capital
project costs is paramount to developing appropriate rates. GSWC’s inclusion of broad

percentage-based cost adders is not appropriate in ratemaking.

I1. SUMMARY OF RECOMMENDATIONS

A. The Commission should deny unsupported broad cost
adders

The Commission should exclude the following cost adders from the capital
budget:
e Location adder
e Sales Tax
e Mobilization
e Payment and Performance Bond

e Direct Costs (Design, Permits, and Fees)

1D.96-12-066, p. 5.
1-1
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III. ANALYSIS

A. Background Information

For regulated utilities in California, the Commission is a substitute for
competition. Regulated utilities are natural monopolies, and in California their rates
include an authorized profit calculated as a direct percentage of their rate base (capital
investments). As a result, utilities have an inherent incentive to overinvest and add to
rate base because doing so will enable them to receive to more profit. Therefore, it is
necessary for the Commission to take steps to act as a substitute for competition to ensure
a utility makes disciplined, prudent investments and adds to rate base only the cost of

capital projects that are used and useful and bring tangible benefit ratepayers.

B. Cost Adders
To develop the cost estimates for capital projects, GSWC uses individual Project
Cost Estimates (PCE). The PCEs are developed using commercially published cost data
and GSWC’s own historical cost records from previous completed projects.2 GSWC also
retained the services of DCW Cost Management (DCW) to validate GSWC’s developed
line-item costs.® The line-item costs are the individual costs making up the individual
parts of a project. Once the direct line-item costs of a project are established, GSWC
applies the following additional budget adders:
e Location adder
e Sales Tax
e Mobilization
e Payment and Performance Bond

e Direct Costs (Design, Permits and Fees)

2 Gisler, Insco - Vol 1 Capital Testimony and Attachments A to E — APP (Capital Testimony), P. p. 21
lines 4-6.

3 Capital Testimony, P. p. 23 lines 12-13.
1-2
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1. Location Adders

For most plant capital projects, GSWC adds a location-based adder,
regardless of the line-item cost’s location. GSWC’s location-based adders
range from 3% to 28%.4 The adder is applied regardless of how the line-
item costs were derived. For example, as discussed below in the Sherrill
land purchase, consider the budget for a property purchase. The line-item
cost is a quote for a property that GSWC plans on purchasing. This cost is
based on the exact location of the plot of land to be purchased, yet GSWC
still applies a location adder in its proposed budget.

GSWC’s broad approach for location adders is not justified. Most of
GSWC’s costs are based on historical costs of projects completed in
California. For every region GSWC applies a location adder, none of the
costs are considered the “base” cost where the location markup is zero.
GSWC'’s location-based adder is not justified and inflates project budgets
and utility profits. Therefore, it is necessary to remove location-based

adders from GSWC’s proposed budgets.

2. Sales Tax

GSWC adds a sales tax adder to projects after the line-item costs are
estimated. The sales tax adder is 7.25% to 10.25% depending on the
location of the project.> GSWC applies the adder universally regardless of
how the line-item cost was developed and regardless of whether the line-
item cost already includes the applicable taxes. For example, when GSWC

develops its line-item costs using the actual recorded historical costs of

4 Drop Down Validation sheet of the GSWC’s Project Cost Estimates Location Determined Combined
Adder Column V Sample Cost Estimate Excel tool included as attachment 1-1 to this testimony.

3 As shown in the individual project cost estimates provided by GSWC as part of the Rate Base
workpapers.

1-3
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completed projects to estimate a future project, sales taxes are already
included in the final recorded costs of the completed project. Including
sales tax again is double counting. GSWC also applies sales tax adders to
the separate line-item labor cost estimates, when it is unlikely that all labor

costs would be subject to sales tax.®

3. Mobilization

For capital project cost estimates, GSWC adds a 10% mobilization
adder.? According to GSWC, the 10% adder was determined by DCW
based on their expertise and feedback from GSWC Engineering Planning
and Capital Program Management staff.® Mobilization costs are incurred by
the third-party contractors GSWC is utilizing to perform the work and thus
are likely already included in the contractors’ cost estimates. More
importantly, when GSWC is using the historical cost of completed projects
to estimate future projects, any mobilization costs would already be
captured in the total historical costs of the completed project. Adding a
separate mobilization adder is double-counting. If GSWC is performing the
work directly, then the cost should be appropriately estimated and added.
Applying a wholesale 10% adder to all projects for “mobilization”

unnecessarily inflates the project budget.

8 When you are the consumer of materials and fabricate materials prior to installation, no tax is due on
your labor charges; only the actual material cost is subject to tax.
https://www.cdtfa.ca.gov/formspubs/pub9.pdf

T As shown in the individual project cost estimates provided by GSWC as part of the Rate Base
workpapers.

8 S1H-003 Project Cost Estimates Response, P.3 Response 3. Attachment 1-2.
1-4
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4. Payment and Performance Bond

GSWC adds a 3% adder to capital projects under the label of
Payment and Performance Bond.2 GSWC states that “3% was developed
by evaluating historical Payment and Performance Bonds received in 2022.
The rates ranged from 0.3% to 10.82% with an average value of 2.16%. A
factor of 3% was selected as a good proxy for cost-estimating purposes.”1?
This demonstrates that the actual historical costs of completed projects
includes the cost of performance bonds, and therefore already included in
the line-item estimate when historical project costs are used to develop the
cost estimate of future project. Again, GSWC appears to use an additional
but unnecessary adder only to further inflate budgets. Furthermore,
GSWC’s acknowledges the average bond cost was 2.16% of the historical

completed projects’ cost, but selected 3% as the proxy adder, almost 40%

1’1’101’6u

5. Direct Costs (Design, Permits, and Fees)

The Direct Costs (Design, Permits, and Fees) adder is another 15%
adder to the direct construction cost of a project. GSWC states that “(t)he
Direct Costs factor is based on GSWC experience as to the proportional
cost of permits, engineering design, inspection, District/Regional costs,
insurance, tools, taxes, and construction services associated with a typical
plant project. This factor was validated by DCW, based on their expertise
and discussions between DCW and GSWC Engineering Planning and

2 As shown in the individual project cost estimates provided by GSWC as part of the Rate Base

workpapers.

10 §1H-003 Project Cost Estimates Response, P. 4 Response 4. Attachment 1-2.

1 §1H-003 Project Cost Estimates Response, P. 4 Response 4. Attachment 1-2.
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Capital Program Management staff.”1~ GSWC includes $19.3 million in
their 2025 capital budget for design costs.!2

The Commission has made it clear that “in a normal general rate
case, the utility must demonstrate the reasonableness of every dollar in its
revenue requirement.”4 GSWC’s blanket 15% direct cost adder is not
supported by actual cost estimates, but rather serves as a blanket
contingency adder. While it may be true that the total cost of these
projects, once completed, might exceed the established estimates, these
additional unforeseen amounts can be reconciled and added to rate base in a
subsequent rate case following a reasonableness and prudency review.
Developing project budgets in the current rate case must be limited to
known and anticipated costs because ratepayers immediately begin paying
rates based on those estimates. This situation is different than a capital
planning process that seeks to estimate what eventually might be needed
under different contingencies.

GSWC’s proposed budgets contain earmarks for a multitude of
unknowns and contingencies that may arise and require recovery in a
subsequent rate case, but by their very definition are too speculative to
include in customer rates. Most, if not all the costs GSWC has used as the
basis of the “direct costs” should be captured and included in the recorded
historical costs of completed projects, which are used as the basis for the
developing the cost estimates of future projects. Furthermore, if the cost

basis of the project is a quote from a third-party, then the third-party’s

12 §1H-003 Project Cost Estimates Response P. 4 Response 6. Attachment 1-2.

13 RO Model workbook SEC-5 1_RB_FDR Capital Budget Project List - DO NOT SORT! Sheet column
Al Design Total

415 96-12-066, p.5.
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estimate accounts for all the known and anticipated costs associated with
the project, minus GSWC’s overhead. GSWC has a separate budget
calculation for overhead, which is in addition to the adders explained

above.

Example Cost Estimate

1. Sherill Plant Land Acquisition
The Sherill Plant Land Acquisition project is a proposed land

purchase in the current GRC. GSWC estimates $170,000 for “design and
permitting” in 2024 and $1,455,800 for construction in 20258 or
approximately $1.6 million that would be in rate base that would enable the
utility to receive continuous profit in perpetuity since land is a non-
depreciable asset.

To estimate the cost of the land purchase, GSWC compared values
of available properties. One option was to purchase a vacant lot currently
owned by the City of Stanton at an approximate value of $650,000.1¢ The
second option was to purchase an available property that was listed at
$850,000.12 GSWC elected to base their cost estimate on the higher of the
two costs.!® This establishes a direct cost of $850,000 to purchase a plot of
land.

Using $850,000 as the direct cost, GSWC develops the cost estimate

by first adding 4% as a location-based adder, despite knowing the exact

15 Capital Testimony P. 175 lines 20 and 22.

16 SIH-008 Sherrill Land Acquisition Response attachment Q1.b Sherrill Well #1 Land Acquisition for
Treatment System p. 1. Attachment 1-3.

17 SIH-008 Sherrill Land Acquisition Response attachment Q1.b Sherrill Well #1 Land Acquisition for
Treatment System p. 1. Attachment 1-3.

18 PCE_RIII - West Orange (Sherrill Plant, Land Acquisition) workbook Estimate Creator sheet line 509.
1-7
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location of the property used. Next, GSWC adds a 10% mobilization adder,
3% payment and performance bond, and 9.25% sales tax, even though land
is not subject to sales tax.X2 Finally, GSWC adds 15% for the direct costs
including permits, fees, and design labor. The new estimated cost for the
land purchase is $1,211,862 with the various adders, which is $362,000 or
42.5% more than the base cost of $850,000.2

Moreover, the new cost estimate of $1,211,862 does not include
GSWC'’s escalation, contingency, nor overhead and direct supporting labor
costs. GSWC forecasts an annual escalation of 3% and a contingency
factor of 10% which adds another $237,114 to the project’s estimate.
Further, GSWC has forecasted $176,823 for overhead and for direct
supporting labor.2l After all is said and done the $850,000 vacant land has
skyrocketed to $1,625,800, nearly than doubling the original direct cost.

In ratemaking, land is a non-depreciable asset, GSWC would be
receiving profit on the $1,625,800 for as long as the property is recorded in
rate base. Based on the current rate of return on rate base of 7.53% and a
net to gross multiplier of 1.4451 GSWC would receive an annual profit of
approximately $176,000 on an $850,000 piece of land.

Finally, ratepayers would not benefit from this property acquisition
until the water facility is built on the site. Cal Advocates recommends
removing the cost of this project when establishing customer rates in this

GRC.

D https://www.ftb.ca.gov/forms/2024/2024-593-instructions.html A withholding tax of 3 1/3 % might be
applicable to be withheld from the seller.

20 PCE_RIII - West Orange (Sherrill Plant, Land Acquisition). Attachment 1-4.

2 gEC-s 1_RB_FDR Capital Budget workbook Project List - DO NOT SORT! Sheet row 207 (difference
between the project total and the project total with overhead.)

1-8


https://www.ftb.ca.gov/forms/2024/2024-593-instructions.html

AN DN KW N

IV.  CONCLUSION

The Commission should deny unnecessary and speculative cost adders or mark
ups contained in GSWC’s proposed capital budget. The adders serve only to inflate
GSWC’s capital budget at ratepayers’ expense. Any reasonable and prudent project cost
that exceed the known costs contained in the budgets established in this proceeding can

be recovered in a subsequent general rate case after prudency review.

1-9
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CHAPTER 2 Region III Capital Projects

I. INTRODUCTION

This Chapter discusses Cal Advocates’ review of GSWC’s Region IlI-specific

capital projects.

I1. SUMMARY OF RECOMMENDATIONS

The Commission should adopt the following changes to GSWC’s proposed capital
budget:

Remove from rate base the cost associated with the ion exchange treatment
train at the Bradshaw Plant from rate base.

Deny GSWC’s request to add in rate base $5,502,500 in 2024 to replace the
nitrate treatment system at the Highway Plant Site in GSWC’s San Dimas system
into rate base.

Deny GSWC’s request to add in rate base $2,930,900 in 2025 for the Indian
Hill North Plant Install Nitrate Treatment project into rate base.

Deny GSWC’s request to add in rate base $665,700 in 2024 and $5,711,900
in 2025 related to the Montana Lane Well #1 project.

Deny GSWC’s request to add in rate base $1,316,500 in 2025 for the
Orange County Office Relocation project.

Deny GSWC’s request to add in rate base $992,600 in 2025 for a
permanent generator at the Farna Plant, $2,010,400 in 2025 for generators at the
Garvey, San Gabriel, and Saxon plant sites, $1,646,500 for generators in the
Barstow system, and approximately $500,000 for a generator at the Timberline
plant into rate base.

Deny GSWC’s request to add in rate base $3,969,200 in 2026 to replace the
East and West Wayhill Reservoirs and $1,816,500 in 2025 to reconstruct the

driveway to access the Wayhill reservoirs in rate base.

2-1
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Deny GSWC’s request to add in rate base $1,085,400 across Region I11
related to Drought Tolerant Landscaping

Deny GSWC’s request to add in rate base $2,825,500 for two solar
generation projects in Region III.

Adopt SCADA budgets of $784,621 for Region I and $1,207,162 for
Region II and III.

Deny GSWC’s request to add in rate base the following design costs that
provide no benefit to ratepayers until the construction phase of the projects are
completed:

e Upper Pressure Zones, Hydraulic Evaluation $86,800 in 2025

e Bella Vista Plant, New Well — Phase 1 $533,100 in 2025

e Barstow System, Systemwide Hydraulic Evaluation $128,400 in 2024
e Apple Valley North Sy

e stem, Supply Evaluation $133,400 in 2025

e Sutter and Baker Zones, Hydraulic Evaluation $51,300 in 2024

e Lucerne Valley System, New Well- Phase 1 $533,100 in 2025

e Sherill Land Purchase, $170,000 in 2024 and $1,455,800 in 2025.

The Commission should deny GSWC’s request to add in rate base the
following budgets related to ion exchange resin media changeouts for treatment
plants that have yet to go online$349,800 in 2026 for the Fairhaven Plant

e $316,400 in 2025 for the Bradford Plant
e $316,400 in 2025 for the La Jolla Plant.

The Commission should deny GSWC’s request to add in rate base the

following budgets related to the mesh overflow upgrades:
e [a Vereda Plant $57,300 in 2025
e Newport Plant $57,300 in 2025
e Timberline Plant $57,300 in 2025

e Larkridge Plant $53,400 in 2025
2-2
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e Linda Vista Plant $53,400 in 2025

ANALYSIS

A. Rate Base Investment Growth Rate

In a competitive market, a company is incentivized to minimize its costs to
maximize its profits. As a company gains experience and capabilities, it grows
more efficient by doing more with the same resources or producing the same
results with less resources.22 These efficiency improvements can help offset
increasing costs, especially during inflationary periods. Although once a standard
feature of ratemaking in California, no adjustment is currently made to reflect
anticipated efficiency gains by utilities. However, annual inflationary adjustments
to utility budgets in California are standard.

It is useful to compare GSWC'’s rate base growth relative to the Consumer
Price Index (CPI) for all consumers and the CPI for water, sewer, and trash
collection services as reference points. CPI is an aggregate of prices paid by urban
consumers. It is based on prices for food, clothing, shelter, and fuels;
transportation fares; service fees (e.g., water and sewer service); and sales taxes.2
If a company is growing under natural needs, then the growth is expected to pace
the CPI or inflation. However, GSWC is incentivized to invest in rate base as
much as possible to maximize profit. GSWC’s parent company, American States
Water Company (AWR), “has paid common dividends every year since 1931, and

has increased the dividends received by shareholders each calendar year for 69

consecutive years, which places it in an exclusive group of companies on the New

22 https://hbr.org/2017/03/great-companies-obsess-over-productivity-not-efficiency

2 https://fred.stlouisfed.org/series/CPIAUCSL#0

2-3



1 York Stock Exchange that have achieved that result.”22 GSWC’s continuous
investment in rate base is reflected in its ability to increase shareholder dividends
year after year.

Table 2-1 below compares the growth of GSWC’s rate base per customer to

the annual CPI for all consumers and the CPI for water and sewer and trash

AN kW

collection services average annual growth.

7 Table 2-1 GSWC R3 Rate Base Per Customer Compared to the CPI % Annual Growth
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9 GSWC’s rate base growth per-customer significantly outpaces CPI even when

10 only comparing it to the average increase in costs of water, waste, and trash services.

24 American States Water Company Announces Third Quarter 2023 Results Dividends section.
Attachment 2-1.
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B. Bradshaw Plant Nitrate Treatment

The Commission should remove the cost associated with the ion exchange
(IX) treatment train at the Bradshaw Plant from plant in service. This IX system,
which GSWC installed in XX, will become unnecessary when GSWC completes
its proposed installation of a biological treatment system.

In the current GRC, GSWC requests $795,400 in 2025 and $6,724,200 in
2026 to install a Microvi biological treatment system to treat nitrate in the
Bradshaw Well Field.2

The Bradshaw Well Field serves as the sole source of supply for the
Barstow system.2® The Bradshaw Well Field is impacted by high levels of
nitrate.2Z The Bradshaw plant currently has an Ion Exchange (IX) treatment
system to treat the nitrate contamination. The IX treatment system creates a brine
by-product that is expensive to haul off for disposal.2

To mitigate the costs of brine disposal, GSWC invested in a Microvi
biological treatment system pilot study and now plans to implement a full-scale
treatment system.22 GSWC proposes to use the IX system in conjunction with the
Microvi system or to serve as a backup in emergency situations.

Ratepayers have already funded the cost of the IX and bore the costs of the
brine disposal when more cost-effective alternatives such as the Microvi system
exist. Ratepayers should not continue to pay for both the IX system with its

expensive brine disposal costs in addition to the new Microvi system.

25 Capital Testimony p. 249 lines 19-21.
26 Capital Testimony p. 250 lines 8-10.
2 Capital Testimony p. 250 lines 10-11.
28 Capital Testimony p. 250 lines 15-16.
2 Capital Testimony Attachment B0O7.

30 Capital Testimony p. 251 lines 5-7.
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Therefore, the costs associated with the IX system should be removed from

rate base.

C. Highway Plant Nitrate Treatment System

The Commission should deny GSWC’s request to include in rate base
$5,502,500 in 2024 to replace the nitrate treatment system at the Highway Plant
Site in GSWC’s San Dimas system.

GSWC placed the Highway Plant Nitrate Treatment System into service in
2004. It consists of a perchlorate and a nitrate treatment train.3! The nitrate
treatment train experienced an error in which one of the 200 valves failed in an
open state allowing brine discharge to enter the effluent treated water.32 Due to the
conditions of the water quality, the valves are subject to wear and material
fatigue.2® Typically, an ion exchange plant would have an accompanying
preventative replacement and maintenance program for all the high-wear
components.2 The Highway Plant Nitrate Treatment System did not have such a
program. GSWC takes simple steps such as adding water softeners or antiscalant
agents.33 However, none of the equipment, valves, or manifold piping is labeled,
leading to higher risk of operator error, and making troubleshooting and

maintenance more difficult and time consuming.3¢

L Capital Testimony Attachment SD04 Golden State Water Company Highway Treatment Plant
Engineering Assessment P. 6 of 21.

2 Capital Testimony Attachment SD04 Golden State Water Company Highway Treatment Plant
Engineering Assessment P. 15 of 21.

3 Capital Testimony Attachment SD04 Golden State Water Company Highway Treatment Plant
Engineering Assessment P. 16 of 21.

3 Capital Testimony Attachment SD04 Golden State Water Company Highway Treatment Plant
Engineering Assessment P. 17 of 21.

35 Capital Testimony Attachment SD04 Golden State Water Company Highway Treatment Plant
Engineering Assessment P. 17 of 21.

36 Capital Testimony Attachment SD04 Golden State Water Company Highway Treatment Plant
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The third-party condition assessment following the failed valve incident
concluded that maintenance and replacing high-wear or no longer supported
equipment would extend the lifetime of the treatment trains.3 But a factor limiting
the plant’s operability and maintenance is the original design of the system itself.2
The steel enclosure surrounding the nitrate treatment train provides very poor
access to the components making replacement difficult.

Ratepayers do not decide the equipment GSWC purchases. Nor do they
oversee how GSWC chooses to operate and maintain its systems. GSWC operates
and invests as it deems appropriate and are allowed the opportunity to receive a
return on their prudent investments. Ratepayers cannot be held responsible for
GSWC'’s failures when designing or operating a system. Ratepayers should not
fund a poorly planned and poorly maintained asset only to have it fail and replaced
with.

The Commission should deny GSWC’s request to add in rate base
$5,502,500 for the new Highway Plant Nitrate Treatment system in this
proceeding. If GSWC deems it necessary to replace, it should seek recovery of the
actual replacement costs once the project is complete and shown to be prudently

and reasonably installed and operated.

D. Indian Hill North Plant Install Nitrate Treatment
The Commission should deny GSWC’s request to add in rate base

$2,930,900 in 2025 the Indian Hill North Plant Install Nitrate Treatment project.

Engineering Assessment P. 17 of 21.

3 Capital Testimony Attachment SD04 Golden State Water Company Highway Treatment Plant
Engineering Assessment P. 21 of 21.

3 Capital Testimony Attachment SD04 Golden State Water Company Highway Treatment Plant
Engineering Assessment P. 6 of 21

» Capital Testimony Attachment SD04 Golden State Water Company Highway Treatment Plant
Engineering Assessment P. 17 of 21

2-7



O 0 9 N n Bk~ W N -

e e S e e
AN »n AW NN = O

The Indian Hill Plant Site has two wells, Indian Hill Well No. 3, which
produces 650 gallons-per-minute (GPM) and Indian Hill Well No. 4 (630 GPM)
that feed into a 1.0MG reservoir.2? Both wells are impacted by nitrate with an
average concentration of 10mg/L.4#! The maximum contamination level (MCL)
for nitrate is 10mg/L.2 The State Water Resources Control Board’s Division of
Drinking Water approved the blending of well water at a ratio of 1:1 with
purchased water to bring down the nitrate concentrations to half the MCL.% To
reduce reliance on purchased water, GSWC proposes installing a nitrate treatment
system.ﬂ

GSWOC states that the nitrate treatment system is to reduce reliance on
purchased water from Three Valley Metropolitan Water District (TVMWD) who
in turn purchase their water from the State Water Project (SWP).%2 But GSWC’s
forecast for TVMWD purchased water in Claremont increases from 1,366,290
CCF in 2022 to 2,420,540 CCF in 2023 with a slight increase each year through
2027.% These forecasts belie GSWC assertions that less purchased water will be

used after the proposed treatment plant is placed into service in 2025.

40 Capital Testimony p. 215 line 24 through p. 216 line 1.

4 Capital Testimony p. 216 line 1.

2 Cal. Code Regs. Tit. 22, § 64431 - Maximum Contaminant Levels - Inorganic Chemicals
43 Capital Testimony p. 216 lines 2-4.

44 Capital Testimony p. 216 lines 9-10.

45 Capital Testimony p. 216 lines 3-10.

46 SEC-3 0_REV_Water Production workbook sheet RecProjWtrProd by Purveyr WS-05 cells Y64
through AC64.
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GSWC also states that the wells “together have an average nitrate
concentration of 10 mg/L as N¥ which is the MCL for drinking water.”%
However, sampling results from the California Safe Drinking Water Information
System (SDWIS) show that the average concentration of both wells was at the
MCL of 10 mg/L or higher only twice in the last three years. Figure 2-1 below

shows the combined average sample for both wells.

Figure 2-1 Average Nitrate Concentration in Wells 3 and 42

14

AN\

AL /\ A
1 \/ W\IW\R
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Nitrate mg/L

MCL

4 Nitrate as Nitrogen referring to the current testing standard as opposed to Nitrate as NO3.
48 Capital Testimony p. 216 lines 1-2.

49httr)s ://sdwis.waterboards.ca.gov/PDWW/JSP/WSamplingResultsByStoret.jsp?SystemNumber=191002

4&tinwsys_is_number=2503&FacilitylD=017&WSFNumber=13136&SamplingPointID=017&SystemNa
me=GSWC+-
2-9
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https://sdwis.waterboards.ca.gov/PDWW/JSP/WSamplingResultsByStoret.jsp?SystemNumber=1910024&tinwsys_is_number=2503&FacilityID=017&WSFNumber=13136&SamplingPointID=017&SystemName=GSWC+-+CLAREMONT&SamplingPointName=INDIAN+HILL+WELL+03&Analyte=&ChemicalName=&begin_date=&end_date=&mDWW=
https://sdwis.waterboards.ca.gov/PDWW/JSP/WSamplingResultsByStoret.jsp?SystemNumber=1910024&tinwsys_is_number=2503&FacilityID=017&WSFNumber=13136&SamplingPointID=017&SystemName=GSWC+-+CLAREMONT&SamplingPointName=INDIAN+HILL+WELL+03&Analyte=&ChemicalName=&begin_date=&end_date=&mDWW=

3

Figure 2-2 below shows the nitrate concentrations for each well and the 1:1

blended water.

Figure 2-2 Nitrate Results for Well 3, Well 4, and the Blended Water>"

18

16

14
12
—
b
£ 10 \v4
3
m© .
5 8 / Blended Nitrate
z
Well 3 Nitrate
6 Well 4 Nitrate
Nitrate MCL
4
2
0
5 s 5 & & &
W\ N \ \{ \f N
N “ A & 0 ©
> & & Vv N 9

+CLAREMONT&SamplingPointName=INDIAN+HILL+WELL+03&Analyte=&ChemicalName=&begi
n_date=&end date=&mDWW= and
https://sdwis.waterboards.ca.gov/PDWW/JISP/WSamplingResultsByStoret.jsp?SystemNumber=1910024
&tinwsys_is_number=2503&FacilityID=065& W SFNumber=24001&SamplingPointID=065&SystemNa
me=GSWC+-
+CLAREMONT&SamplingPointName=INDIAN+HILL+WELL+04&Analyte=&ChemicalName=&begi
n date=&end date=&mDWW=

Sohttps://sdwis.waterboards.ca. 2ov/PDWW/JSP/WSamplingResultsByStoret.jsp?SystemNumber=191002
4&tinwsys _is number=2503&FacilityID=017&WSFNumber=13136&SamplingPointID=017&SystemNa
me=GSWC+-
+CLAREMONT&SamplingPointName=INDIAN+HILL+WELL+03&Analyte=&ChemicalName=&begi
n date=&end date=&mDW W= and

https://sdwis.waterboards.ca.gov/PDW W/JSP/WSamplingResultsByStoret.jsp?SystemNumber=1910024
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As Figure 2-2 shows, both wells have been trending downwards in nitrate
levels and blending has been a successful solution to treat the water as approved
by the State Water Resources Control Board, which maintains primary jurisdiction
over water quality. GSWC has not shown that installing a nitrate treatment system
at the Indian Hill Plant is a prudent investment for ratepayers. According to
GSWC'’s forecast, the plant will only serve as an additional capital expense for
which ratepayers receive no tangible benefits.

The Commission should deny GSWC’s request to add in rate base
$2,930,900 for the nitrate treatment system at Indian Hill. The treatment system is

not necessary and provides no tangible benefit for ratepayers.

E. Montana Lane Plant, Montana Lane Well #1
The Commission should deny GSWC’s request to add in rate base

$665,700 in 2024 and $5,711,900 in GSWC’s proposed 2025 capital spending
related to the Montana Lane Well #1 project.

GSWC claims that the new well is needed to reduce its reliance on
purchased water. GSWC provides the per acre-foot cost of $234 from the new
well compared to $1,209 for purchasing water.3! However, GSWC fails to include
pump tax, energy, and operating expenses as part of the per acre-foot cost from the
well in their benefit-cost analysis.22 GSWC’s cost benefit analysis to determine the
net present value of the project over 40 years of life shows a total project value for

the new well at $9,199,000 and the net present value of purchasing water at

&tinwsys_is_number=2503 &FacilityID=065& W SFNumber=24001&SamplingPointID=065&SystemNa

me=GSWC+-
+CLAREMONT&SamplingPointName=INDIAN+HILL+WELL+04&Analyte=&ChemicalName=&begi

n_date=&end date=&mDWW=

sl Capital Testimony p. 209 lines 11-13.
2 Capital Testimony p. 209 lines 12-13.
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$8,356,000 with the “smallest value identif(ying) lowest cost to customers.”2

GSWC’s own cost benefit analysis, which did not include the revenue requirement
impact from pump tax and O&M expenses, demonstrates that purchasing water is
the more cost effective approach for the ratepayers.

The proposed well would replace the offline Miramar Well No. 5.3¢ To
assess the condition of Miramar Well No. 5, GSWC retained the services of
Wood Rogers.2®> Wood Rogers’ assessment concluded that the “cheaper
alternative” would be well modification.2® Wood Rogers provides a final option to
replace the well at the same location as the “site offers plenty of space to drill and
construct a new well”.2Z A new well at the same location as the Miramar Well No.
5 would utilize many of the same facilities and accompanying plant required to tie
the well into the system as compared to installing a new well at a new location.

GSWC does not include an increase in pumped water production to account
for a new well in the Claremont system. In fact, GSWC’s pumped water forecast
in the Claremont system shows a reduction to 1,199,352 hundred cubic-feet (ccf)
in forecasted years 2023-2027 as compared to a recorded production of 1,457,825
ccf in 2022.38 GSWC also forecasts an increase in purchased water from
2,086,569 CCF in the recorded year 2022 to approximately 2.7 million ccf in the
forecast years 2023-2027.2 Therefore, GSWC is proposing a capital budget to

install a new well that is forecasted not to produce water.

3 Capital Testimony Attachment CM02

M Capital Testimony p. 209 lines 4-6.

3 Capital Testimony p. 209 line 5.

36 Capital Testimony Attachment CMO1 p. 1.

=L Capital Testimony Attachment CMO1 p. 2.

38 RO Model SEC-41 EXP FDR Purchased Water workbook sheet in_Production cells N63-S63.

¥ RO Model SEC-41 EXP FDR Purchased Water workbook sheet in_Production cells N64:S68.
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GSWC’s own analysis shows purchasing water is the cost-effective option
for ratepayers. GSWC also ignores less expensive options to produce
groundwater, such as modifying and rehabilitating the well or building a new well
at the same location. Although the project is unnecessary and would not produce
any tangible ratepayer benefit, GSWC would receive increased profit of nearly $1
million per year for its proposed project.

The Commission should deny GSWC’s request to add in rate base
$665,700 in 2024 and $5,711,900 in 2025 related to the Montana Lane Well #1

project.

F. Orange County Office Relocation
The Commission should deny GSWC’s request to add in rate base

$1,316,500 in 2025 associated with the Orange County Office Relocation project.

GSWC currently leases a property at 2283 Via Burton in the City of
Anaheim. GSWC states that the building is too large and at the same time lacks in
parking.®® Another concern for GSWC is the safety of the area.L GSWC entered
into the lease agreement in 2019 and the lease is set to expire in 2024.%2

While at the Via Burton location, GSWC paid $264,000 for real property
office improvements.@ Of the $264,000, $67,089 was recorded in 2022 and
booked into rate base.® The remainder was spent in 2023 and was not reflected in

the RO Model.8 GSWC spent $264,000 in office upgrades for a property whose

60 Capital Testimony P. 201 lines 19-20.
ol Capital Testimony P. 201 lines 16-19.

2 §1H-013 Orange County Office Relocation Partial Response Final attachment SIH-013 Orange County
Office Relocation Partial Response Final

83 Attachment 2-2 Email Indicating GSWC Capitalized Office Improvements
4 §1H-013 Orange County Office Relocation Partial Response 1. e. Attachment 2-3.

85 S1H-013 Orange County Office Relocation Partial Response 1. e. Attachment 2-3.
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“lease is expiring and office location is not in a safe area which poses risk to
GSWC employees.”®® Approximately $200,000 of this total was spent in 2023
after the master plan was finalized in December 2022.

Of the additions accounted for in the current GRC, GSWC booked the
office upgrades under “General Plant” additions.%? A plant account that is
depreciable. This means GSWC will be reimbursed by ratepayers for the office
upgrades while also receiving profit. These office upgrades were performed while
GSWC claims that the location was unsafe, and that they planned on leaving only
a year after the upgrades were finished.

GSWC requests $1,316,500 in 2025 for the relocation.® To develop the
cost, GSWC used the same cost estimating tool as the other capital projects. The
cost stems from four line items: Office Contractor $600,000, QTI $50,000, SOLA
$40,000, and Office Furniture Moving $30,000.%2 The remaining budget results
from GSWC’s adders and adders. GSWC has not performed any other cost
estimates related to the project.”® As of November 22, 2023, GSWC has not yet
identified where it would relocate.”t

A utility must demonstrate the reasonableness of every dollar in its revenue
requirement.”2 GSWC has not justified why it needs $1,316,500 to relocate offices

and cannot find a less expensive space that would suit its needs. GSWC has also

g6 Gisler, Insco - Attachment F-27 Placentia-Yorba Linda Master Plan Final p. 8-2
7 S1H-013 Orange County Office Relocation Partial Response 1. e. Attachment 2-3.
68 Capital Testimony P. 201 line 7.

& PCE_RIII - Placentia - Yorba Linda (Orange County District Office Relocation & Upgrade) Estimate
Creator Sheet.

0 S1H-013 Orange County Office Relocation Partial Response 1. g. Attachment 2-3.
L S1H-013 Orange County Office Relocation Partial Response 1. f. Attachment 2-3.
2 96-12-066, p.5.
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not justified why it would spend $264,000 in office improvements on a space it
intended to leave.
The Commission should not include the budget related to the relocation in

rate base.

G. Permanent Generators

The Commission should deny GSWC’s request to add in rate base GSWC’s
proposed budgets related to purchasing permanent generators.

GSWC forecasts multiple budgets related to installing permanent
generators at several locations. In 2025, $992,600 is requested for a permanent
generator at the Farna Plant,”2 $2,010,400 for the Garvey, San Gabriel, and Saxon
plant sites, 2 $1,646,500 for generators in the Barstow system,E and
approximately $500,000 for a generator at the Timberline plant.Z8 GSWC prefers
permanent generators over portable generators for the following reasons: the
response time is longer for portable emergency generators, and, in case of an
emergency, the plant site may need to ‘catch-up’Z to supply the system.Z

In a GRC, GSWC must demonstrate the reasonableness of every dollar in

t,2

its revenue requirement.= A preference for permanent over portable generators is

not a valid justification for spending several millions of dollars in capital

B Capital Testimony p. 229 line 22.
H Capital Testimony p. 235 line 9.
5 Capital Testimony p. 239 line 22.

16 PCE_RIII - Cowan Heights (Timberline Plant, Install Production Meter, Permanent Generator,
Hydropneumatic Tank)

I Catch-up refers to the time it would take to refill the system after water inside the conveyance system
is used up.

ik Capital testimony p. 230 lines 17-21.
D.96-12-066, p.5.

2-15



O 0 9 N W B~ W N =

e = T T S e S e S e e e T
O 0 I & »n b~ W N -~ O

20
21

22
23
24

expenditures. Portable generators solve the same issues that a permanent
generator would solve with a fraction of the associated costs. GSWC’s claim that
portable generators have longer response times is not valid as water systems have
storage supplied in reservoirs, tanks, and even the conveyance piping itself.

Besides avoiding the significant initial capital investment, renting portable
generators in time of need avoids other costs such as permitting and maintenance
costs. Electric utilities such as Southern California Edison maintain programs that
provide portable generators at no cost in case of emergency to critical facilities,
such as those in water companies.® Southern California Edison is a regulated
utility and its ratepayers are funding such programs. Most GSWC customers also
pay SCE for their energy bills. If the Commission allows GSWC to invest in
these generators without taking advantage of the SCE’s free program, GSWC
customers are being asked to pay twice for the same capital investment without
additional benefit.

Permanent generators come with significant costs including the initial
investment cost and ongoing O&M costs. As discussed above, GSWC has
cheaper or even free alternatives.

The Commission should deny GSWC’s request to add in rate base its

proposed budgets related to permanent generators.

H.  Wayhill Plant, Replace East & West Wayhill Reservoirs
and Construct Alternate Driveway

The Commission should deny GSWC’s request to add in rate base the costs
associated with its proposed project for the Wayhill reservoir replacement and

alternate driveway construction.

80 https://www.sce.com/wildfire/critical-facilities-infrastructure
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In the current GRC, GSWC forecasts $3,969,200 in 2026 to replace the
East and West Wayhill Reservoirs.2l GSWC also forecasts $1,816,500 in 2025 to
reconstruct the driveway to access the Wayhill reservoirs.

To assess the condition of the reservoirs GSWC retained the services of
Harper and Associates (Harper). Harper concluded that the reservoirs have three
possible points of action that are necessary to continue operation. The first option
is the retrofitting of the reservoir walls to meet new seismic standards.® The
second option is to perform further testing to verify conditions surrounding the
reservoirs.3 The third option is replacement of the reservoirs with new
structures. %

GSWC concludes that replacing the reservoirs with new reservoirs is the
best option since the replacements cost as much as the “necessary”
modifications.¢ But in the cost comparison provided, GSWC does not include the
cost of modifying the driveway which would only be necessary if the reservoirs
are to be reconstructed.2Z The additional $1,816,500 GSWC projects for the
driveway alteration would need to be added to the cost of the new reservoirs. The

true cost of new reservoirs would surpass the cost of modifying the existing

structures.

81 Capital Testimony p. 218 line 17.
82 Capital Testimony p. 219 line 13.

8 Capital Testimony Attachment SDO1 p. 25 and 26 of 135 GSWC Wayhill East Structural and Seismic
Analysis and p. 92 and 93 of 135 GSWC Wayhill West Structural Siesmic Analysis.

84 Capital Testimony Attachment SDO1 p. 26 of 135 GSWC Wayhill East Structural and Seismic
Analysis and p. 93 of 135 GSWC Wayhill West Structural Siesmic Analysis.

8 Capital Testimony Attachment SDO1 p. 26 of 135 GSWC Wayhill East Structural and Seismic
Analysis and p. 93 of 135 GSWC Wayhill West Structural Siesmic Analysis.

86 Capital Testimony p. 219 lines 5-7.

8 Capital Testimony p. 220 lines 1-8.
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As one of the alternatives presented by its own consultant, testing the
current condition of the reservoirs is the most prudent action. According to
GSWC’s cost estimates, modifying the existing structures to meet current codes is
also a cheaper alternative.2 However, even this significant cost is not warranted if
important information regarding the reservoirs is still missing, which testing may
reveal. GSWC should perform the recommended testing on the reservoirs before
moving forward with any projects related to the Wayhill Reservoirs.

The Commission should deny GSWC’s request to add in rate base
$3,969,200 in 2026 to replace the East and West Wayhill Reservoirs and
$1,816,500 in 2025 to reconstruct the driveway to access the Wayhill reservoirs.

I. Drought Tolerant Landscaping
The Commission should deny GSWC’s request to add in rate base its

proposed budgets related to Drought Tolerant Landscaping.

In the current GRC, GSWC seeks $1,085,400 across Region III to replace
turf at its own properties with “drought tolerant” landscaping.> GSWC states that
it must replace the turf landscaping with drought tolerant landscaping to lower its
water usage and assist in achieving California’s water saving goals.2? There are
several rebate programs for businesses and residents in California to replace their
turf with drought tolerant landscaping.2! One example is the Municipal Water

District of Orange County, which offers $3 per square foot for replaced turf.22

88 When accounting for the cost of the driveway alteration.

8 $132,500 in the Placentia system Capital Testimony p. 205 line 5, $265,300 in the Claremont System
Capital Testimony p. 211 line 19, $316,500 in the South Arcadia System Capital Testimony p. 232 line
18, and $371,100 in the West Orange system Capital Testimony p. 178 line 18.

20 Capital Testimony p. 179 lines 2-17.

A https://www.gov.ca.gov/2022/09/28/california-is-making-it-cheaper-to-replace-your-lawn-to-save-
water-and-save-money/

2 https://www.mwdoc.com/save-water/rebates/residential-rebates/turf-removal/

2-18



~N N R WD~

o0

10
11
12
13
14
15
16
17
18
19
20
21

GSWC is encouraged to participate in any of these programs and obtain the most
benefit for its customers. However, like homeowners who take advantage of the
rebate program for turf replacement, GSWC’s shareholders should pay for any
amount that exceeds the rebate amount. Ratepayers should not pay for the full
cost of turf replacement that doesn’t directly benefit them.

The Commission should not allow the budget for the drought tolerant

landscaping.

J. Solar Generation Projects

The Commission should deny GSWC’s request to add in rate base its
proposed budgets for Solar Generation projects GSWC requests $2,825,500 for
two solar generation projects in Region III: $203,400 in 2025 and $1,454,700 in
2026 at the Holabird Plant in the Calipatria system, and $1,167,400 in 2025 at the
Kiowa Plant in Apple Valley South system.

GSWC currently has one solar generation facility at the Mohawk plant site
in the Apple Valley South system.22 GSWC placed the Mohawk solar generation

into operation in March 2005.2¢ The solar generation was operated for one year to

determine the realized savings.22 The solar generation is no longer used or
operational .2

In 2005, the Mohawk plant solar system generated an annual savings of
$44,857 from generated energy, demand-side management avoided costs, and

demand savings.2? Escalated to 2022 dollars, that would be approximately

B S1H-011 Region I1I Solar Generation Projects Response 1.a. Attachment 2-4.
24 S1H-011 Region I1I Solar Generation Projects Response 1.b. Attachment 2-4.
% SIH-011 Region III Solar Generation Projects Response 1.b. Attachment 2-4.
26 S1H-011 Region III Solar Generation Projects Response 1.b. Attachment 2-4.

2T SIH-011 Region III Solar Generation Projects Response 1.b. Attachment 2-4.
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$63,000.22 GSWC states that both new solar generation facilities would generate a
payback within less than 9.5 years.2 This is based on a third-party consultant
study performed by Consultant 1898.1% To determine the payback period,
consultant 1898 assumes the capital investment cost for the Holabird plant is
$1,016,690,1% and $638,413 for Kiowa,'22 which are significantly lower than
GSWC’s current estimates at $1,658,100 and $1,167,400 respectively. Consultant
1898’s study does not account for the rate of return ratepayers would be paying for
the plant assets or the net to gross multiplier to get the true cost of having the solar
plants in rate base. Updating the payback period to reflect the true cost to
ratepayers would produce a much longer return period than the quoted 9.5
years. 1%

GSWC has a solar generation facility that is no longer in operation.
GSWC’s cost-benefit analysis is flawed and does not reflect the true cost to
ratepayers. GSWC fails to demonstrate that these solar projects are cost effective
to its ratepayers.

The Commission should not allow the budgets related to solar generation

projects into rate base.

K. SCADA Upgrade Projects
The Commission should adjust GSWC’s requested Supervisory Control and

Data Acquisition (SCADA) budgets to reflect historical spending.

28 https://www.bls.gov/data/inflation_calculator.htm
2 Capital Testimony p. 260 line 13 and p. 269 line 1.
— Attachment CA06 of the Capital Testimony.

—— CAO06 P. 48 of 68 table 25.

== CAO06 P. 53 of 68 table 28.

— The increased capital costs as well as the significant increase in annual costs from depreciation and
the rate of return would delay the “payback” period significantly.
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In the current GRC, GSWC requests $3,896,800 in Region I, $14,103,300
in Region II, and $12,292,500 in Region III in capital budgets for SCADA
Upgrade related projects.! GSWC requests a further $2,225,200 in capital
budgets for SCADA replated general office projects.

SCADA is an industry standard term for digital networks used for data
acquisition and system control.122 SCADA is, as the name implies, used for
remote monitoring and control of water systems. In theory this provides a water
utility an opportunity to increase its labor efficiency and thus reduces its
expenses.1%® GSWC recognizes these potential savings and lists them as a support
for the requested upgrades and budgets.2Z But GSWC does not reflect any cost
savings in its RO Model.1¥8 Again asking ratepayers to fund projects but not
forecasting the benefits, which if cost-effective should result in a decrease in
customer rates.

In the previous GRC GSWC requested $5,712,600 in Region I SCADA
projects and $9,846,800 in Region II1.12 The SCADA projects were among those
agreed to by both parties in the proposed settlement and later adopted by the
Commission.? But GSWC only spent $685,164 in 2020, $631,078 in 2021, and

$1,624,184 in 2023 on SCADA projects in Region 1. In Region III, GSWC spent

104 Jeung and Kubiak Field Technology Testimony - Vol 1 of 2 — APP P. 71 lines 1-5.

105 https://alliancewater.com/how-does-scada-help-water-and-wastewater-management/

106 https://alliancewater.com/how-does-scada-help-water-and-wastewater-management/

107 Jeung and Kubiak Field Technology Testimony - Vol 1 of 2 — APP P. 48 lines 20-21, P. 54 lines 23-

24, P.68 lines 20-23

108 Response to SN2-017 SCADA Response Question 4. Attachment 2-5.

109 Application 20-07-012

110 1306024 Approving and Adopting A Settlement Agreement Appendix A
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$558,175 in 2020, $1,425,681 in 2021, and $837,828 in 2022.11 GSWC spent
just 52% of its Region I authorized and ratepayer-funded SCADA budget and a
paltry 29% of its Region III authorized and ratepayer-funded SCADA budget.

The requested General Office SCADA projects aim to centralize GSWC’s
SCADA system.12 GSWC even states that “A SCADA Control Room can serve
as central location for multiple CSA’s if they are located closely in geographically
proximity.”13 And “Standardization and centralization will lead to efficiencies in
the way SCADA systems are being maintained and monitored, and water sites
operated, leading to potential cost savings for GSWC customers.”4 But GSWC
does not project any savings or reductions in staff or labor hours.!3 Instead
GSWC projects additional expenses related to new cellular infrastructure required
to support the SCADA upgrades.11¢

Additional SCADA investments and upgrades are not warranted without
supporting savings for ratepayers. The Commission should adopt spending in line
with GSWC recorded spending as opposed to their projected budgets. For Region
II GSWC did not spend any capital funds on SCADA between 2018-2022.1 To
avoid Region II lagging behind and creating the need for a large investment to
bring the Region II SCADA system up to date, the Region III five-year average
should serve as a proxy due to the geographical and size similarity of the Region 11

and Region III rate making areas.

— SN2-017 (SCADA) Q.1 - SCADA Expenditures 2018-2022 Q1 and Q2 - By Region. Attachment 2-6.
—= Jeung and Kubiak Field Technology Testimony - Vol 1 of 2 — APP P. 33 lines 22-25.

13 Jeung and Kubiak Field Technology Testimony - Vol 1 of 2 — APP P. 56 lines 24-27.

114 Jeung and Kubiak Field Technology Testimony - Vol 1 of 2 — APP P. 70 lines 18-20.

—= Response to SN2-017 SCADA Response Question 4. Attachment 2-5.

— Gomez Testimony Expenses — APP.pdf, PDF P.13 lines 8-13, P.20 lines 16-22, and P 21 lines 18-22.
—SN2-017 (SCADA) Q.1 - SCADA Expenditures 2018-2022 Q1 and Q2 - By Region. Attachment 2-6.
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The escalated five-year average for region I was $784,621 and $1,207,162
for Region I11.18 The Commission should adopt SCADA budgets of $784,621 for
Region I and $1,207,162 for Region II and III.

L. Multi-GRC Projects
The Commission should deny GSWC’s request to add in rate base the costs

associated with developing studies or designs for future capital projects. GSWC
would receive a profit if these costs are added to rate base.

GSWC requests multiple capital budget for projects that aim to develop
studies or design for potential future projects. Ratepayers will not benefit from
such studies or design until the actual construction of the projects are completed.
Splitting the “design” portion of a project onto multiple GRCs shifts the project
risk from the utility onto ratepayers as the studies could recommend a project with
different scope and budget, and in some cases, no project at all. GSWC is
compensated for project risk through its authorized rate of return. Ratepayers
should not have to bear the risk of the studies or designs with a high level of
uncertainty. The cost of studies and design can be capitalized and recovered with
the accompanying capital projects when demonstrated to be reasonably providing
benefit to ratepayers.

The following projects are design-only projects in Region III that provide
no benefit to ratepayers in the current GRC and should not be added in rate base:

e Upper Pressure Zones, Hydraulic Evaluation $86,800 in 2025

e Bella Vista Plant, New Well — Phase 1 $533,100 in 2025

e Barstow System, Systemwide Hydraulic Evaluation $128,400 in 2024
e Apple Valley North System, Supply Evaluation $133,400 in 2025

e Sutter and Baker Zones, Hydraulic Evaluation $51,300 in 2024

18 oN2-017 (SCADA) Q.1 - SCADA Expenditures 2018-2022 Q1 and Q2 - By Region (spending
escalated to $2022 using CPI.) Attachment 2-6.
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e Lucernce Valley System, New Well- Phase 1 $533,100 in 2025
e Sherill Land Purchase, $170,000 in 2024 and $1,455,800 in 2025.

M. IX Filter Media Changeouts
The Commission should deny GSWC’s request to add to rate base its

proposed budgets related to ion exchange resin media changeouts for treatment

plants that have yet to go online into rate base.

GSWC estimates the need for IX resin media changeouts at three plants that

are being constructed to treat Per- and Polyfluorinated Substances (PFAS).
GSWC forecasts $349,800 in 2026 for the Fairhaven Plant,!2 $316,400 in 2025
for the Bradford Plant,22% and $316,400 in 2025 for the La Jolla Plant 121

All three plants have yet to go online and are currently being

constructed. 222 GSWC estimates that the IX resin will last 18-20 months but

provides no basis for its estimate.12 Without efficacy data and the plant running, it

would be difficult to determine precisely when the resin will need replacement.

However, even by GSWC’s estimates a plant that is optimistically completed and

placed in service by June of 2024 should not require replacement resin until after

2025.

GSWC does not provide any support for projecting IX resin replacement

within 18-20 months. GSWC in fact states that it lacks experience in operating

PFAS systems.12* GSWC supply forecasts shows both Fairhaven and La Jolla

119

== Capital Testimony p.
120 Capital Testimony p.

121 Capital Testimony p.

122

=== Capital Testimony p.

123

=== Capital Testimony p.

124

183 line 2.

193 line 10.

196 line 7.

183 line 13, p. 193 line 20, and p. 196 line 16.
183 line 15.

== Zhu Testimony Supply Forecast and Supply Expenses (Supply Testimony) — APP p. 12 lines 36-38.
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wells remaining offline. The Fairhaven well is listed as destroyed and removed

125

from the forecast.= The La Jolla well is listed as removed from the forecast due

126

to high PFAS contamination.=> And the Bradford Well is projected as operating

127 GSWC is forecasting costs related to the

only at 75% of its five-year average.
three wells but only projects 75% of the benefit of one well and no production
from the other two.

The Commission should deny GSWC’s request to add to the rate base its

proposed budgets related to the IX media replacements.

N. Mesh Overflow
The Commission should deny GSWC’s request to add in rate base its

proposed budgets related to the mesh overflow upgrades.
In the current GRC, GSWC requests the following budgets to install mesh
overflow upgrades at each reservoir:
e La Vereda Plant $57,300 in 2025
e Newport Plant $57,300 in 2025
e Timberline Plant $57,300 in 2025
e Larkridge Plant $53,400 in 2025
e Linda Vista Plant $53,400 in 2025
The overflow pipe at each reservoir location is missing a preventative
device to stop anything going into the overflow piping. But a simple duckbill
check valve, or any check valve, can solve the issue for less than a tenth of the

cost GSWC estimates to install the mesh.128

125

=== Supply Testimony p. 12 lines 29-30.

126

== Supply Testimony p. 13 lines 1-2.

127 Supply Testimony p. 12 line 39.

128

=== See e.g., 12” Duckbill Cla-Val RF-DBO Neoprene Rubber Flex Check Valves Slip-Over Style
$2,774.13 https://lehighvalleyvalve.com/duckbill-cla-val-rf-dbo-neoprene-rubber-flex-check-valves-slip-
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GSWC’s request for $278,700 to install mesh at five overflow pipes is not
justified. The Commission should deny GSWC'’s request to add in rate base its

proposed budget to install the meshes on the above reservoirs.

IV. CONCLUSION

Because additions to rate base result in a utility receiving more profit, GSWC has
an inherent incentive to pursue capital projects. GSWC’s rate base growth has outpaced
inflation and are projected to grow at a significant rate. The Commission should adopt
Cal Advocates’ recommended changes to the capital projects that are funded by

ratepayers in this rate case cycle.

over-style/?setCurrencyld=1&sku=DBO-N-10&gad_source=1&gclid=EAIalQobChMIg&9-
rxMmhgwMVOxWtBh0 hwAfEAQYASABEgId6PD BwE
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CHAPTER 3 Early Retirements

I. INTRODUCTION

This Chapter discusses Cal Advocates’ findings regarding early retirements. Early
retirement of an asset leads to an imbalance between the depreciation reserve and plant in
service, which leads to ratepayers paying for assets that no longer exist. An adjustment
needs to be made to the recorded depreciation reserve to account for extraordinary early

retirements.

I1. SUMMARY OF RECOMMENDATIONS

GSWC'’s depreciation reserve should be increased by the following amounts in

each rate making area:

e Arden $190
e Baypoint $348,267
e (learLake $64,932
e Cordova $4,580,903
e Cypress Ridge $189,357
e Los Ossos $74,721
e Nippon $1,932
e Orcutt $607,780
e Simi $1,072,162
e Region Il $21,676,834
e Region III $15,799,345

III. ANALYSIS

A. Background Information
Depreciation expense included in a utility’s annual authorized budget (i.e.

revenue requirement) recovers the original cost of utility plant, less an estimated
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129 The same depreciation

net salvage value, over the useful life of an asset.
expense is then recorded in the depreciation reserve which is subtracted from rate
base so that shareholders do not continue to earn a profit on the portion of their
initial investment that has been repaid by the ratepayers through the depreciation
expense included in revenue requirements.

When an asset is retired from service, the original cost of the asset is
removed from the plant in service account (a credit) and the same amount is

130 This is standard ratemaking

removed from the depreciation reserve (a debit).
practice for retirements and results in no net change in rate base assuming that an
asset is being retired from service after its complete useful life. For example, a
$100 asset that has an estimated useful life of 10 years is removed from service
after 10 years. $100 will be deducted from both plant in service and the
depreciation reserve. Thus, the asset is removed from service and there is no net
impact on depreciation reserve or rate base.

When an asset is retired from service early, the standard ratemaking
practice creates an imbalance. Only a portion of the asset’s value has accumulated
in the depreciation reserve, but the full original cost is removed from both the
plant in service and depreciation reserve accounts. Because the depreciation
reserve is a deduction from rate base, removing the full amount from the
depreciation reserve when only a portion has been added results in a net negative
or effectively an addition to rate base.

Returning to the example of a $100 asset, assume the asset is retired after
only five years of service or half its expected useful life. In this case, the asset
would have had five years of accumulated depreciation or $50 paid by ratepayers.

However, when the asset is retired the full original cost is removed from both

129

== CPUC Standard Practice U-4-W p. 6.

130

= CPUC Standard Practice U-4-W p. 7.
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plant in service and the depreciation reserve. $100 would be removed from the
depreciation reserve when only $50 was added. As a result, there is a $50 net
increase in rate base that lasts in perpetuity.

The Commission’s standard practice for determination of straight-line
remaining life depreciation accruals (SP U-4-W) recognizes this issue in what is
termed “Extraordinary Obsolescence” 13 SP U-4-W states “unexpected early
retirement of a major unit of property may require some form of an adjustment.”
An adjustment for the assets that have been retired extraordinarily early is
warranted.

While “a major unit of property” is not defined by the Commission, a
utility’s bookkeeping practices should not allow it to receive an unfair return from
a mathematical flaw. If a utility chooses to record its assets as multiple smaller
amounts instead of recording them as larger projects, this does not change the
necessity of fixing the imbalance created by early retirements.

It is also possible that some assets might provide service to ratepayers
beyond their projected lives. But in these scenarios the utility will still benefit
from the assets being in service by continuing to earn an annual depreciation
expense for assets that have been fully funded by ratepayers which outweighs any
reduction in rate base due to the associated increase in the accumulated
depreciation.1¥2 Thus the assets that remain in service past their estimated life still

provide a benefit to the utility and do not balance out those that are retired early.

B. Analysis
Cal Advocates examined GSWC'’s retirements from the most recent three

years since GSWC’s last GRC, 2020 through 2022. Unfortunately, a significant

B cpuC Standard Practice U-4-W p. 42.

132 Depreciation expense is calculated based on the total undepreciated plant in service.
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number of GSWC’s retired assets were missing information due to what GSWC
characterized as a change in bookkeeping software in 2011.133 Of the assets Cal
Advocates was able to examine, Cal Advocates found a consequential number
were retired with 50% or more of their expected service life remaining.

Across all three regions, most early retired assets were meters that were in
service for five years or fewer. GSWC estimates the useful life of meters at

134

approximately 17 years.~~~Even the Commission expects that meters should be in

service between 10-20 years prior to them requiring refurbishment or
replacement.133

Attachment 3-1 summarizes Cal Advocates’ analysis of GSWC’s early
retirements and the amounts that should be added back into the depreciation
reserve for each rate making area. Attachment 3-2 shows Cal Advocates
calculations to determine the early retirements and the amounts that should be
added back into rate base.

For monopoly utilities, the Commission is a substitute for competition. In a
competitive environment, a business would not benefit from the early retirement
of assets. When an asset fails to last as long as expected, a cost is incurred, and a
loss must be reported.!2%Assets not serving their expected lifetime is a normal risk
of business. Utilities are compensated for business risk through their
Commission-approved rate of return. Allowing GSWC to transfer the entire cost
of an extraordinary early retirement onto ratepayers is inconsistent with what

would be allowed in a competitive environment. In addition to passing over the

133

== As explained by GSWC in a September 6™ meeting which led to the requested data being modified
from 2011-2016 to 2012-2016.

134

= From GSWC’s provided depreciation study workpapers showing a depreciation rate of 5.81%.

135

== GO 103-A P. 23 6. A Maximum Time Periods for Meters in Service.

136

== https://bizfluent.com/info-7757071-effect-depreciation-balance-sheets.html
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risk of a failed asset, GSWC will also receive a profit in perpetuity on that cost

unless the depreciation reserve adjustments are adopted.

IV. CONCLUSION

Under standard ratemaking, early retirement of assets leads to an imbalance
between accounts. However, the Commission recognizes that extraordinarily early
retirements may require an adjustment to prevent ratepayers from being burdened with
the cost of assets that fail to achieve their estimated life expectancy. In the case of
extraordinary retirements (i.e. those where the asset has been replaced after providing
service for less than half of the time ratepayers should have received benefits), the
Commission should adjust the depreciation reserve consistent with the calculations
presented in this chapter to prevent GSWC from not only transferring the full cost of
early retirements on to ratepayers but from having ratepayers also pay shareholder profits

on that cost, while also paying for the cost and profit on replacements.
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CHAPTER 4 Rate base Sampling

I. INTRODUCTION

This chapter discusses Cal Advocates’ review of GSWC'’s historical rate base. A
majority of the impact of GSWC capital spending on rates is derived not from its
proposed capital additions but from recorded historical plant additions. As such it is

important to ensure that assets

I1. SUMMARY OF RECOMMENDATIONS

III. ANALYSIS

GSWC had a 2022 end of year rate base of $2.1billion.23? In contrast, projected
net additions are $120 million in 2023, $201million in 2024, $183, million in TY 2025,
and $160million in 2026.138 A utility is only afforded the opportunity to receive profit on
investments that are prudent and used and useful. It would be nearly impossible to
examine all recorded assets in a utility’s rate base within the time frame of a GRC. As
such Cal Advocates attempted to examine GSWC’s rate base plant accounts through
targeted statistical sampling.

Cal Advocates began its review of GSWC'’s rate base by examining all additions
to rate base from 2012 through 2016.132 Of the total additions Cal Advocates selected the
years with the highest additions to verify that those additions remain in service and are
used and useful.1® Cal Advocates selected specific assets that amount to approximately

10% of the additions for the selected utility accounts. Cal Advocates examined recorded

137 GSWC RO Model SEC-50_RB_Plant sheet Rec Tot Utility Plant EOY WS-14 column J.

138 GSWC RO Model SEC-50 RB_Plant sheet Proj Tot Utility Plant EOY W-15 column I.

139 Cal Advocates data request SIH-004 2011 to 2016 Plant Additions Response is included as attachment

4-1 to this testimony.

140 S1H-014 Recorded Plant Additions Response included as attachment 4-2 to this testimony.
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data associated with the assets from the last five years to ensure that they remain in
service.

For pumps and motors Cal Advocates looked at recorded hour meter usage to
ensure that the assets were still in service. For pressure relief valves Cal Advocates
examined recorded pressure data showing that the pressure relief valve is in service. For
tanks and reservoirs Cal Advocates examined recorded water levels.

Cal Advocates did not determine any of the sampled assets were no longer used or
useful. Even though Cal Advocates’ sampling did not determine any assets were not out
of service this does not mean that Cal Advocates certifies that GSWC’s recoded rate base

1s entirely used and useful, only that the sampled assets were.

IV. CONCLUSION

None of the assets Cal Advocates sampled were found to be out of service.
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QUALIFICATIONS AND PREPARED TESTIMONY
OF

Sari Ibrahim

Q.1 Please state your name and address.

A.1 My name is Sari Ibrahim and my business address is 320 West 4" Street, Suite
500, Los Angeles, California 90013.

Q.2 By whom are you employed and what is your job title?

A.2 I am a Utilities Engineer in the Water Branch of the Public Advocates Office.

Q.3 Please describe your educational and professional experience.

A.3 received a Bachelor of Science Degree in Civil Engineering from the Illinois
Institute of Technology in 2013. I also earned a Master of Science Degree in Civil
Engineering from California State University, Fullerton in 2019.

I have been with the Public Advocates Office — Water Branch since September
2019. I have served as an expert witness in multiple GRCs. Prior to joining the
Public Advocates Office, I worked as an engineer primarily in the environmental

remediation field for over six years.

Q.4 What is your area of responsibility in this proceeding?
A.4 My areas of responsibility are examining cost adders in GSWC’s capital
project estimates, Region III capital projects, early retirements, rate base sampling,

and the Results of Operations Model.

Q.5 Does that complete your prepared testimony?
A.5 Yes.

A-2
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-:n Golden State

,.. .', Water Company

iiiii A Sabsidsary of Amevican States Waler Company

August 8, 2023

Sari Ibrahim, Public Advocates Office
CALIFORNIA PUBLIC UTILITIES COMMISSION
505 Van Ness Avenue

San Francisco, CA 94102

Subject: Data Request SIH-003 (A.23-XX-0XX) Project Cost Estimates
Due Date: August 3, 2023 Extended Due Date: August 10, 2023
Dear Sari Ibrahim,

In response to the above referenced data request number, we are pleased to submit the
following responses:

Project Cost Estimates
Referring to the plant project cost estimates GSWC uses to develop capital budgets.

Question 1:
Provide a table listing the location specific markup for each of GSWC’s water systems.

Response 1:
See ‘Drop Down Validation’ tab within each plant PCE. This tab is currently hidden in the
PCE file.



Region List

Region | Systems Region Reg::;‘ef:s' Region District Region CSA Region County Site Access Factor Site Location Factor Subcontractor Availability Lg?m"s; ::‘r:::“:::" Sales Tax
Arden System Region | 17 Northern Arden-cordova Sacramento Low Impact Suburban Low Availability 1% 8.75%
Cordova System Region | 18 Northern Arden-cordova Sacramento Low Impact Suburban Low Availability 10.50% 8.75%
Robbins System Region | 119 Northern Robbins Sutter Low Impact Suburban Low Availability 1% 7.25%
Sutter Pointe Region | 121 Northern Sutter Pointe Sutter Low Impact Suburban Low Availability 1% 7.25%
Bay Point System Region | 124 Northern Bay Point Contra Costa Low Impact Suburban Low Availabilty 1% 8.75%
Clearlake System Region | 131 Northern Clearlake Lake Medium Impact Rural Extremely Low Availability 28% 8.75%
Los Osos System Region | 146 Coastal Los Osos San Luis Obispo Low Impact Suburban Low Availability 1% 7.25%
Edna Road System Region | 147 Coastal Los Osos San Luis Obispo Low Impact Suburban Low Availability 1% 7.25%
Lake Marie System Region | 158 Coastal Santa Maria Santa Barbara Low Impact Suburban Low Availability 1% 8.75%
Orcutt System Region | 159 Coastal Santa Maria Santa Barbara Low Impact Suburban Low Availability 1% 7.25%
Sisquoc System Region | 160 Coastal Santa Maria Santa Barbara Low Impact Suburban Low Availability 1% 7.25%
Tanglewood System Region | 161 Coastal Santa Maria Santa Barbara Low Impact Suburban Low Availability 1% 8.75%
Nipomo System Region | 162 Coastal Santa Maria San Luis Obispo Low Impact Suburban Low Availability 1% 7.75%
Cypress Ridge Region | 164 Coastal Santa Maria San Luis Obispo Low Impact Suburban Low Availability 1% 7.75%
Simi Valley System Region | 167 Coastal Simi Valley Ventura Low Impact Suburban Low Availability 1% 7.25%
Artesia System Region Il 219 Central Central Basin East |Los Angeles Low Impact Urban High Availability 3% 9.50%
Norwalk System Region Il 220 Central Central Basin East | Los Angeles Low Impact Urban High Availability 3% 10.25%
Bell-Bell Gardens System | Region Il 207 Central Central Basin West |Los Angeles Low Impact Urban High Availability 3% 10.25%
Florence Graham System | Region Il 228 Central Central Basin West |Los Angeles Low Impact Urban High Availability 3% 9.50%
Hollydale System Region Il 229 Central Central Basin West | Los Angeles Low Impact Urban High Availability 3% 9.50%
Willowbrook System Region Il 230 Central Central Basin West | Los Angeles Low Impact Urban High Availability 3% 9.50%
Culver City System Region Il 236 Central Culver City Los Angeles Low Impact Urban High Availability 3% 10.25%
Southwest System Region Il 250 Southwest Southwest Los Angeles Medium Impact Urban High Availability 1% 9.50%
West Orange System Region Ill 269 Orange County Los Alamitos Orange. Low Impact Urban Typical Availability 4% 9.25%
Cowan Heights System | Region Il 274 Orange County Placentia Orange Medium Impact Urban Typical Availabilty 12% 7.75%
Placentia-Yorba Linda Syste Region il 275 Orange County Placentia Orange Low Impact Urban Typical Availability 4% 7.75%
Claremont System Region Iil 317 Foothill Claremont Los Angeles Low Impact Urban Typical Availabilty 4% 9.50%
San Dimas System Region Ill 326 Foothill San Dimas Los Angeles Low Impact Urban Typical Availability 4% 9.50%
South Arcadia System Region Il 332 Foothill San Gabriel Valley |Los Angeles Low Impact Urban Typical Availability 4% 10.25%
South San Gabriel System | Region Il 333 Foothill San Gabriel Valley | Los Angeles Low Impact Urban Typical Availability 4% 10.25%
Barstow System Region Il 347 Mountain / Desert Barstow San Bernardino Low Impact Urban Low Availability 9% 8.75%
Calipatria-Niland System | Region Il 352 Mountain / Desert Calipatria Imperial Medium Impact Rural Extremely Low Availability 28% 7.75%
Morongo Del Norte System | Region Il 358 Mountain / Desert Morongo Valley San Bernardino Low Impact Urban Low Availability 9% 7.75%
Morongo Del Sur System | Region Il 359 Mountain / Desert Morongo Valley ' San Bernardino Low Impact Urban Low Availability 9% 7.75%
Apple Valley South System | Region Il 364 Mountain / Desert Apple Valley San Bernardino Low Impact Urban Low Availability 9% 7.75%
Desert View System Region Ill 365 Mountain / Desert Apple Valley San Bernardino Low Impact Urban Low Availabilty 9% 7.75%
Apple Valley North System | Region Iil 366 Mountain / Desert Apple Valley San Bemardino Low Impact Urban Low Availability 9% 7.75%
Luceme Valley System Region Ill 367 Mountain / Desert Apple Valley San Bernardino Low Impact Urban Low Availability 9% 7.75%
Wrightwood System Region il a2 Mountain / Desert Wrightwood Los Angeles/San Bernardino | Low Impact Urban Typical Availabilty 4% 7.75% J

Question 2:
Explain how the location specific markups were determined and provide all supporting
documentation and workpapers.

Response 2:

Ratings for Site Access Factor, Site Location Factor and Subcontractor Availability were
determined in discussions between the consultant (DCW) who developed the PCE
template and GSWC Engineering Planning and Capital Program Management staff. The
scoring percentage associated with each rating element (see table below) was developed
by DCW.



Location-Determined Mark-ups

Elements

Access Factor

Access Factor

Access Factor

Location Factor

Location Factor

Location Factor

Location Factor
Subcontractor Availability
Subcontractor Availability
Subcontractor Availability
Subcontractor Availability

Subcontractor Availability

Question 3:

Explain how the Mobilization markup factor was determined and provide all supporting

Sub-Element

Low Impact
Medium Impact
High Impact
Urban

Suburban

Rural

Remote

Extremely Low Availability
Low Availability
Typical Availability
High Availability

Extremely High Availability

documentation and work papers.

Response 3:

The mobilization markup factor was determined by DCW, based on their expertise and
discussions between DCW and GSWC Engineering Planning and Capital Program

Management staff.

Question 4:

Explain how the Payment and Performance Bond factors were determined and provide all

supporting documentation and work papers.

%

0.0%

7.5%

15.0%

1.0%

3.0%

10.0%

15.0%

10.0%

7.5%

3.0%

2.0%

1.0%




Response 4:

The Payment and Performance Bond factor of 3% was developed by evaluating historical
Payment and Performance Bonds received in 2022. The rates ranged from 0.3% to
10.82% with an average value of 2.16%. A factor of 3% was selected as a good proxy for
cost-estimating purposes. Please see the attachment named “SIH-003 4.a” for the list of
2022 Payment and Performance Bonds.

Question 5:
Explain what the Direct Costs (Permits & Fees) factor includes.

Response 5:
The Direct Costs factor includes permits, engineering design, inspection, District/Regional
costs, insurance, tools, taxes, and construction services.

Question 6:
Explain how the Direct Costs (Permits & Fees) factor was determined and provide all
supporting documentation and work papers.

Response 6:

The Direct Costs factor is based on GSWC experience as to the proportional cost of
permits, engineering design, inspection, District/Regional costs, insurance, tools, taxes,
and construction services associated with a typical plant project. This factor was validated
by DCW, based on their expertise and discussions between DCW and GSWC Engineering
Planning and Capital Program Management staff.

END OF RESPONSE
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_-:- Golden State

s 8 .'. Water Company

----- A Subiidiary of Amevican States Wale: Company

September 19, 2023

Sari Ibrahim, Public Advocates Office
CALIFORNIA PUBLIC UTILITIES COMMISSION
505 Van Ness Avenue

San Francisco, CA 94102

Subject: Data Request SIH-006 (A.23-08-010) Region 1 Retirements
Due Date: September 19, 2023

Dear Sari Ibrahim,

In response to the above referenced data request number, we are pleased to submit the
following responses:

Question 1:
In PCE_RIII - West Orange (Sherrill Plant, Land Acquisition) workbook in the Estimate
Creator sheet, GSWC provide a unit cost estimate of $849,000 for land acquisition.
Please provide the following information:
a. Under the Notes/Source GSWC lists Ledina Hill, explain what this refers to and
provide documents as they may relate to the Sherill Plant, Land Acquisition.
b. Provide any and all documents or written communications supporting the unit
cost estimate.

Response 1:
a. Ledina Hill is GSWC'’s Real Estate Services Administrator and her role in the
company is to facilitate real estate transactions, including land acquisition.
b. See the attached .pdf titled ‘Sherrill Well #1 Land Acquisition for Treatment System’.

END OF RESPONSE



Kha, Lincoln

From: Hill, Ledina

Sent: Friday, September 9, 2022 6:49 PM

To: Kha, Lincoln; Vecchiarelli, Ken; Villarreal, Ernie

Cc: Insco, Mark; Gisler, Ernest A.; Hanford, Robert N.
Subject: Sherrill Well #1 Land Acquisition for Treatment System
Attachments: Properties near Sherrill Well#1.pdf

Hello Lincoln:
Attached are properties with current market prices near the Sherrill Well #1.
Approach #1: Send Letter of Interest (LOI) to neighbors and see if anyone is willing to sell.

Approach #2:  Make an offer to purchase for this one property currently for sale
One property currently on the market for sale.
5849,000 + 1 o

u Fur "

Approach #3: Send LOI for approx $650K to City of Stanton
Vacant Lot at 8881 Pacific Ave, Anaheim, CA 92804
See if the City of Stanton is willing to sell.

Next Steps:
1. LOI's will need a minimum of 30 days for property owners to respond.
2. Order Appraisal a minimum of 30 days to complete.
3. Escrow to purchase is a minimum of 30 days to complete.

Please let me know when you are ready to proceed.
Best Regards,

Ledina Hill

Golden State Water Company
Real Estate Services Administrator
M: 714-616-4295

E: ledina.hill@gswater.com

From: Kha, Lincoln <Lincoln.Kha@gswater.com>

Sent: Friday, September 9, 2022 9:18 AM

To: Hill, Ledina <Ledina.Hill@gswater.com>; Vecchiarelli, Ken <Ken.Vecchiarelli@gswater.com>; Villarreal, Ernie
<Ernie.Villarreal@gswater.com>

Cc: Insco, Mark <MarkInsco@gswater.com>; Gisler, Ernest A. <eagisler@gswater.com>

Subject: Sherrill Well #1 Land Acquisition for Treatment System

Good morning all,

During our 2023 OC GRC meeting we have determined that this project is a high priority project. In the meeting it seems
like the city has purchased a few of the parcels in this area to build new developments for low income housing. A

1



thought we had during the meeting was to obtain the parcel right across (Red) from the Sherrill Plant Site. This plant site
is ideal because it is the closest parcel and it is an irregular shape to build a house on.

Ledina can you look into who owns this parcel and if it is for sale? If not what would be the closest parcel to the Sherrill
Plant (Blue)?

Thank you,

Lincoln Kha

Associate Civil Engineer
Engineering Planning Department
Cell: (626) 513-1698

Work: (714) 535-7711 Ext. 231
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Attachment 1-4: PCE_RIII - West Orange
(Sherrill Plant, Land Acquisition)
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Sherrill Plant, Land Acquisition

Cost Estimate

Total Project Cost:
Direct
Construction

Total

Total Project Cost (with Overhead, Contingency & Escalation included):

Direct
Construction

Total

Estimate Date

Estimate By

Approved By

Region

Project Description

Project Need

Direct Cost
(Permits & Fees)

$ 132,444 Sales Tax

$ 1,079,419 Payment and
Performance

$ 1,211,863 Bond
Mobilization

Direct Construction

$ 170,000 (Ces
$ 1,455,800

$ 1,625,800

April 11, 2023 Water Distribution System West Orange System
Lincoln Kha District Orange County

Mark Insco Customer Service Area Los Alamitos

I Region County Orange

Purchase land for Sherrill Well No. 1 water treatment system

Sherrill Well No. 1 was drilled in 1963 and has a design capacity of 500 gom. Sherrill Well No. 1 produces reliable
groundwater supply for the West Orange System. Currently, Sherrill Well No. 1 is offline due to PFOA/PFOS
constituents in the groundwater. The average PFOA and PFOS concentration in the Sherill Well is 10.5 ng/L and
21.5 ng/L respectively. The concentrations for both PFOA/PFOS are above EPA’s proposed MCL of 4 ng/L
announced on March 14th ,2023. Sherrill Well No. 1 has been impacted by PFAS constituents in the
groundwater table and requires treatment to bring this well back online. However, due to the limited size/space
limitations of the existing site, additional land will be needed in order to construct the necessary treatment
facilities.

This project was identified as a high-priority project. The risks associated with this asset are driven by the System
Condition Assessment (Section 8) of the 2022 Master Plan. (See Table 8-1)

The GSWC stated mission of providing a safe and economical water supply was used as the basis for the desired
level of service for all GSWC systems. An asset hierarchy was developed to provide that level of service based on
health, safety and security, the financial impacts on the utility, public confidence, compliance with regulations,
permits and codes, and system reliability.




Sherrill Plant, Land Acquisition
Cost Estimate

April 11, 2023
N . |
Direct Construction Costs Mobilization Payment and Sales Tax Direct Cost (Permits &
Performance Bond Fees)

LR 882,960.00 88,296.00 26,488.80 81,673.80 132,444.00
Direct Construction Costs 882,960.00
Mobilization 10.00% 88,296.00
Design Contingency incl. in Capital Project List
Construction Contingency incl. in Capital Project List
Payment and Performance Bond 3.00% 26,488.80
Sales Tax 9.25% 81,673.80
Escalation incl. in Capital Project List
Direct Cost (Permits & Fees) 15% 132,444.00
Recommended Budget 1,211,862.60
Detail
Item Description Quantity Unit Unit Rate Total
Land Acquisition 1 LS 882,960.00 882,960.00
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American States Water Company Announces Third Quarter 2023 Results | American States Water ... https://americanstateswatercompany.gcs-web.com/news-releases/news-release-details/american-stat...

News Release Details

American States Water Company Announces
Third Quarter 2023 Results

November 6, 2023 at 4:30 PM EST

PDF Version

PDF

e $0.16 per share increase, or 23.2%, in recorded third quarter 2023 consolidated diluted EPS (“2023 third quarter
results”) compared to third quarter of 2022
o or $0.12 per share increase, or 16.4%, as adjusted, to remove a favorable variance of $0.04 per share resulting
from the receipt of a final decision in the cost of capital proceeding in June 2023,

o American States Water Company filed a water utility general rate case in August 2023 for new rates in the
Years 2025 - 2027
o Filing outlines a core business infrastructure investment plan of $611.4 million over the rate cycle.

SAN DIMAS, Calif.--(BUSINESS WIRE)--Nov. 6, 2023-- American States Water Company (NYSE:AWR) today reported basic
and fully diluted earnings per share of $0.85 for the quarter ended September 30, 2023, as compared to basic and fully
diluted earnings per share of $0.69 for the quarter ended September 30, 2022, an increase of $0.16 per share, or 23.2%,
which includes a favorable variance of $0.04 per share resulting from the impact of accounting estimates recorded in
the third quarter of 2022 for revenues subject to refund related to the pending cost of capital proceeding at that time,
which were subsequently reversed during the second quarter of 2023 upon receipt of a final decision adopted by the
California Public Utilities Commission (“CPUC") in June 2023, as discussed immediately below.

On June 29, 2023, a final decision was adopted by the CPUC in the cost of capital proceeding at AWR's regulated water
utility segment, Golden State Water Company (“GSWC") that, among other things, adopted a lower cost of debt of 51%
as compared to 6.6% previously authorized. During 2022, GSWC had recorded estimated revenues subject to refund to
reflect the lower cost of debt. Based on the final decision, all adjustments to rates are to be prospective and not
retroactive. GSWC filed an advice letter that implemented the new cost of capital effective July 31, 2023. As a result,
management updated the accounting estimates recorded during 2022 that resulted in the reversal during the second
quarter of 2023 of all the revenues subject to refund that had been recorded during 2022, of which $1.9 million, or $0.04
per share, was recorded during the three months ended September 30, 2022. Excluding the impact from the final cost
of capital proceeding for the three months ended September 30, 2022, adjusted consolidated diluted earnings were
$0.73 per share, compared to adjusted and recorded consolidated diluted earnings of $0.85 per share for the three
months ended September 30, 2023, an adjusted increase of $0.12 per share for 2023, or 16.4%, largely due to new 2023
water rates approved by the CPUC.

Third Quarter 2023 Results

The table below sets forth a comparison of the third quarter 2023 diluted earnings per share contribution recorded by
business segment and for the parent company with amounts recorded during the same period in 2022.

Diluted Earnings per Share
Three Months Ended

9/30/2023 9/30/2022 CHANGE
Water $ 072 $ 054 $ 0.18
Electric 0.04 0.04 ~—
Contracted services 0.12 0.12 —

1of8 2/22/2024, 3:50 PM
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AWR (parent) (0.02) (0.01) (0.01)
Consolidated fully diluted earnings per share, as recorded
(GAAP) 0.85 0.69 0.16
Adjustment to GAAP measure:
Impact of revenues subject to refund recorded in 2022* — 0.04 (0.04)
Consolidated diluted earnings per share, as adjusted (Non-
GAAP)* $ 085 $ 073 $ 012
Water diluted earnings per share, as adjusted (Non-GAAP)* $ 072 $ 058 $ 0.14

Note: Certain amounts in the table above may not foot or crossfoot due to rounding.

*The adjustment to recorded diluted earnings per share relates to the water segment. The water segment'’s adjusted
earnings for 2022 exclude the impact of accounting estimates made in 2022 for revenues subject to refund related to
the pending cost of capital proceeding at that time, and as shown separately in the table above. The lower revenues
recorded during the three months ended September 30, 2022 totaled $1.9 million, or $0.04 per share, based on the
estimate of revenues subject to refund that were subsequently reversed in June 2023 upon receiving the final decision
in the cost of capital proceeding making all adjustments to rates prospective and not retroactive.

Water Segment:

For the three months ended September 30, 2023, recorded diluted earnings from the water utility segment were $0.72
per share, as compared to $0.54 per share for the same period in 2022, an increase of $0.18 per share, which includes a
favorable variance of $0.04 per share from the impact of accounting estimates made in the third quarter of 2022 for
revenues subject to refund related to the pending cost of capital proceeding at that time, which were subsequently
reversed during the second quarter of 2023, as previously discussed and as shown separately in the table above.
Excluding this item, adjusted diluted earnings at the water segment for the third quarter of 2022 were $0.58 per share,
as compared to adjusted and recorded earnings of $0.72 per share for the third quarter of 2023, an adjusted increase at
the water segment of $0.14 per share, or a 24.1% increase due largely to the following items:

e An increase in water operating revenues of approximately $13.5 million was largely as a result of the second-year rate
increases related to the three months ended September 30, 2023, partially offset by the prospective change in the
new cost of capital effective July 31, 2023 that lowered GSWC's authorized return on rate base. The return on rate
base was revised to reflect the new authorized cost of debt, which decreased from 6.6% to 5.1%, offset by a higher
return on equity which increased from 8.9% to 9.36%. In June 2023, GSWC filed for the implementation of new 2023
rates upon receiving the final decisions on the general rate case and cost of capital proceedings both of which
became effective July 31, 2023. The increase in water revenues during the third quarter of 2023 represents the
difference from the 2021 adopted rates recorded during the three-month period ended September 30, 2022 and the
2023 second-year increases recorded during the same period ended in 2023.

An increase in water supply costs of $3.6 million, which consist of purchased water, purchased power for pumping,
groundwater production assessments and changes in the water supply cost balancing accounts. Adopted supply
costs for the third quarter of 2023 were based on 2023 authorized amounts approved in the final CPUC decision in
the water general rate case application. Actual water supply costs are tracked and passed through to customers on a
dollar-for-dollar basis by way of the CPUC-approved water supply cost balancing accounts. The increase in water
supply costs results in a corresponding increase in water operating revenues and has no net impact on the water

segment’s profitability.

An overall increase in operating expenses of $1.1 million (excluding supply costs) due primarily to increases in (i)
overall labor costs and other employee-related benefits, (ii) other operation-related expenses resulting primarily from
higher water treatment and chemical costs, (iii) maintenance expense, (iv) administrative and general expenses
resulting largely from higher outside-services costs, and (v) depreciation and amortization expenses resulting from
additions to utility plant and the higher composite depreciation rates based on a revised depreciation study
approved in the final decision on the water general rate case.

An increase in interest expense (net of interest income) of $1.2 million resulting primarily from an overall increase in
interest rates, as well as an overall increase in total borrowing levels to support, among other things, the capital
expenditure programs at GSWC, partially offset by higher interest income earned on regulatory assets bearing
interest at the current 90-day commercial-paper rate, which increased compared to 2022's rates, as well as an
increase in the level of regulatory assets recorded that resulted, in large part, from the final decision on the water
general rate case that had been delayed.

An overall increase in other expenses (net of other income) of $1.2 million due primarily to an increase in the non-
service cost components related to GSWC's benefit plans resulting from changes in actuarial assumptions including
expected returns on plan assets. However, as a result of GSWC's two-way pension balancing accounts authorized by
the CPUC, changes in total net periodic benefits costs related to the pension plan have no material impact to

earnings.
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e Changes in certain flowed-through income taxes and permanent items included in GSWC's income tax expense for
the three months ended September 30, 2023 as compared to the same period in 2022 that favorably impacted the
water segment’s earnings. As a regulated utility, GSWC treats certain temporary differences as being flowed-through
in computing its income tax expense consistent with the income tax method used in its CPUC-jurisdiction rate
making. Changes in the magnitude of flowed-through items either increase or decrease tax expense, thereby

affecting diluted earnings per share.

Electric Segment:

Diluted earnings from the electric utility segment for the three months ended September 30, 2023 were flat compared
to the same period in 2022, largely resulting from not having new rates in 2023 while awaiting the processing of the
pending electric general rate case that will set new rates for 2023 - 2026, while also experiencing continued increases in
overall operating expenses and interest costs that were mostly offset by favorable changes in certain flowed-through
income taxes. When a decision is issued in the electric general rate case, new rates are expected to be retroactive to

January 1,2023 and cumulative adjustments will be recorded at that time.

Contracted Services Segment:

Diluted earnings from the contracted services segment for the three months ended September 30, 2023 were
consistent when compared to the same period in 2022. The contracted services segment is expected to contribute $0.45

to $0.49 per share for the full 2023 year.

AWR (Parent):

For the third quarter of 2023, the diluted loss from AWR (parent) increased by $0.01 per share compared to the same
period in 2022 due primarily to an increase in interest expense resulting from higher short-term interest rates and
higher borrowings under AWR’s revolving credit facility, as well as changes in state unitary taxes.

Year-To-Date (“YTD”) 2023 Results

e $1.21 per share increase in recorded YTD 2023 consolidated diluted EPS compared to YTD 2022, or $0.43 per

share increase as adjusted

o YTD 2023 recorded results reflect the impact of retroactive rates of $0.38 per share related to the full year of
2022 because of receiving a final decision in the water utility general rate case.

o YTD 2023 recorded results also reflect a net favorable variance of $0.23 per share resulting from the reversal
of revenues subject to refund that had been previously recorded in 2022 of $0.13 per share following the
receipt of a final decision in the cost of capital proceeding in June 2023, of which $0.10 per share had been

recorded during the same period in 2022.

o YTD 2023 recorded results also reflect a net favorable variance of $0.17 per share from gains on investments
held to fund a retirement plan compared to losses during the same period in 2022.

The table below sets forth a comparison of diluted earnings per share contribution by business segment and for the
parent company as recorded during the nine months ended September 30, 2023 and 2022.

Water

Electric

Contracted services
AWR (parent)

Consolidated fully diluted earnings per share, as recorded

(GAAP)
Adjustments to GAAP measure:

Diluted Earnings per Share
Nine Months Ended

Impact of retroactive rates related to the full year of 2022 from
the final decision in the water general rate case (approximately
$0.30 per share relates to the first nine months of 2022)*
Impact related to the final cost of capital decision*
Consolidated diluted earnings per share, as adjusted (Non-
GAAP)*
Water diluted earnings per share, as adjusted (Non-GCAAP)*

30f8

9/30/2023 9/30/2022 CHANGE

$ 236 % 117 % 119
0.4 016 (0.02)

0.38 0.29 0.09

(0.06) (0.01) (0.05)

2.82 161 121

(0.38) — (0.38)
(013) 0.0 (0.23)

$ 2.31 171 0.60
$ 1.85 127 0.58
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* All adjustments to recorded diluted earnings per share relate to the water segment. The water segment'’s adjusted
earnings for 2023 exclude the impact of retroactive rates related to the full year of 2022 resulting from the final CPUC
decision in the general rate case, and for 2023 and 2022 they exclude the impact of estimates and changes in estimates
resulting from revenues subject to refund related to the cost of capital proceeding, both shown separately in the table
above.

As noted in the table above, fully diluted recorded earnings for the nine months ended September 30, 2023 were $2.82
per share as compared to $1.61 per share recorded for the same period in 2022, a $1.21 per share increase. Included in the
results for the nine months ended September 30, 2023 were: (i) the impact of retroactive new water rates related to the
full 2022 year of $0.38 per share (shown separately in the table above) as a result of receiving a final decision in the water
general rate case as discussed below, (ii) a net favorable variance of $0.23 per share (shown separately in the table above)
from the impact of the final cost of capital decision that resulted in the reversal during the nine months ended
September 30, 2023 of revenues subject to refund due to a change in estimate from what had been recorded during
2022, and (iii) a net favorable variance of $0.17 per share from gains totaling $2.1 million, or $0.04 per share, recorded
during the nine months ended September 30, 2023 on investments held to fund one of the company's retirement plans,
as compared to losses of $6.4 million, or $0.13 per share, recorded for the same period in 2022, both due to financial
market conditions. Excluding these three items, adjusted consolidated diluted earnings for the nine months ended
September 30, 2023 were $2.27 per share as compared to adjusted diluted earnings of $1.84 per share for the same
period in 2022, an adjusted increase of $0.43 per share, or a 23.4% increase, largely due to new 2023 water rates approved
in GSWC's final decision in its general rate case proceeding.

On June 29, 2023, the CPUC adopted a final decision in GSWC's general rate case application that determines new water
rates for the years 2022-2024 retroactive to January 1, 2022. Among other things, the final decision (i) adopted the full
settlement agreement between GSWC and the Public Advocates Office at the CPUC that resolved all issues related to
the 2022 annual revenue requirement, and (ii) allowed for additional increases in adopted revenues for 2023 and 2024
subject to an earnings test and inflationary index values at the time of filing for implementation of the new rates.

Because of receiving a final decision in GSWC's general rate case, second-year rate increases for 2023 have been
reflected in the three and nine months ended September 30, 2023. Through the nine months ended September 30,
2023, this included increases in revenues of $36.8 million, or $0.72 per share, compared to the adopted 2021 rates, and
increases in supply costs of $8.0 million, or $0.16 per share, which combined is an increase of $0.56 per share for the nine
months ended September 30, 2023. GSWC filed for the implementation of new 2023 rate increases that became
effective on July 31, 2023. In October 2023, GSWC also filed with the CPUC to recover all retroactive rate amounts
accumulated in memorandum accounts for the full 2022 year and for 2023 through July 30, 2023. Surcharges were
implemented to recover these cumulative retroactive rate differences over 36 months. As of September 30, 2023, there is
an aggregate cumulative balance of $55.1 million in CPUC-approved general rate case memorandum accounts that have
been recognized as regulatory assets with a corresponding increase in unbilled water revenues.

For more details on the YTD results, please refer to the company’s Form 10-Q filed with the Securities and Exchange
Commission.

Regulatory Matters

On June 29, 2023, a final decision was adopted by the CPUC in the cost of capital proceeding that, among other things,
adopted a new return on equity of 8.85% for GSWC as compared to 8.9% previously authorized, and allowed for the
continuation of the Water Cost of Capital Mechanism (“WCCM") through December 31, 2024. The WCCM adjusts the
return on equity and rate of return on rate base between the three-year cost of capital proceedings only if there is a
positive or negative change of more than 100 basis points in the average of the Moody's Aa utility bond rate as measured
over the period from October 1through September 30. If there is a positive or negative change of more than 100 basis
points, the return on equity is adjusted by one half of the difference. For the period from October 1, 2021 through
September 30, 2022, the Moody's Aa utility bond rate increased by 102.8 basis points from the benchmark, which
triggered the WCCM adjustment, which increased GSWC's adopted return on equity to 9.36% effective July 31, 2023.
Additionally, for the period from October 1, 2022 through September 30, 2023, the Moody's Aa utility bond rate increased
by 139.7 basis points from the benchmark, which again triggered another WCCM adjustment. On October 12, 2023,
GSWC filed an advice letter to establish the WCCM for 2024, which has been approved by the CPUC and will increase
GSWC'’s 9.36% adopted return on equity to 10.06% effective January 1, 2024.

Dividends

On October 30, 2023, AWR's Board of Directors approved a fourth quarter dividend of $0.43 per share on AWR's
Common Shares. Dividends on the Common Shares will be paid on December 1, 2023 to shareholders of record at the
close of business on November 15, 2023. AWR has paid common dividends every year since 1931, and has increased the
dividends received by shareholders each calendar year for 69 consecutive years, which places it in an exclusive group.et
companies on the New York Stock Exchange that have achieved that result. The company's quarterly dividend rate has
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grown at a compound annual growth rate (“CAGR") of 9.4% over the last five years. AWR's current policy is to achieve a
CAGR in the dividend of more than 7% over the long-term.

Non-GAAP Financial Measures

This press release includes a discussion on AWR's operations in terms of diluted earnings per share by business
segment, which is each business segment’s earnings divided by the company's weighted average number of diluted
common shares. The gains and losses generated on the investments held to fund one of the company's retirement
plans during the nine months ended September 30, 2023 and 2022 have been excluded when communicating the
results to help facilitate comparisons of AWR's performance from period to period. In addition, both the impact of
retroactive rates related to the full year 2022 recorded during the nine months ended September 30, 2023 resulting from
the final decision on the water general rate case, and the impact from the estimates of revenues subject to refund
recorded in 2022 and changes to estimates recorded in 2023 following the receipt of a final cost of capital decision in
June of 2023 have been excluded when communicating AWR's consolidated and water segment results for the three
months ended September 30, 2022 and the nine months ended September 30, 2023 and 2022 to help facilitate
comparisons of the company's performance from period to period. All of these measures are derived from consolidated
financial information but are not presented in our financial statements that are prepared in accordance with Generally
Accepted Accounting Principles (“GAAP") in the United States. These items constitute "non-GAAP financial measures"
under Securities and Exchange Commission rules, which supplement our GAAP disclosures but should not be
considered as an alternative to the respective GAAP measures. Furthermore, the non-GAAP financial measures may not
be comparable to similarly titled non-GAAP financial measures of other registrants.

The company uses earnings per share by business segment as an important measure in evaluating its operating results
and believes this measure is a useful internal benchmark in evaluating the performance of its operating segments. The
company reviews this measurement regularly and compares it to historical periods and to the operating budget. The
company has provided the computations and reconciliations of diluted earnings per share from the measure of
operating income by business segment to AWR's consolidated fully diluted earnings per share in this press release.

Forward-Looking Statements

Certain matters discussed in this press release with regard to the company’s expectations may be forward-looking
statements that involve risks and uncertainties. The assumptions and risk factors that could cause actual results to differ
materially include those described in the company’s most recent Form 10-Q and Form 10-K filed with the Securities and
Exchange Commission.

Conference Call

Robert Sprowls, president and chief executive officer, and Eva Tang, senior vice president and chief financial officer, will
host a conference call to discuss these results at 2:00 p.m. Eastern Time (11:00 a.m. Pacific Time) on Tuesday, November 7.
There will be a question and answer session as part of the call. Interested parties can listen to the live conference call
and view accompanying slides on the internet at www.aswater.com. The call will be archived on the website and
available for replay beginning November 7, 2023 at 5:00 p.m. Eastern Time (2:00 p.m. Pacific Time) through November 14,
2023.

About American States Water Company

American States Water Company is the parent of Golden State Water Company, Bear Valley Electric Service, Inc. and
American States Utility Services, Inc., serving over one million people in nine states. Through its water utility subsidiary,
Golden State Water Company, the company provides water service to approximately 264,000 customer connections
located within more than 80 communities in Northern, Coastal and Southern California. Through its electric utility
subsidiary, Bear Valley Electric Service, Inc., the company distributes electricity to approximately 24,700 customer
connections in the City of Big Bear Lake and surrounding areas in San Bernardino County, California. Through its
contracted services subsidiary, American States Utility Services, Inc., the company provides operations, maintenance and
construction management services for water distribution, wastewater collection, and treatment facilities located on
twelve military bases throughout the country under 50-year privatization contracts with the U.S. government.

The company has achieved an 8.1% compound annual growth rate in its calendar year dividend payments from 2013 -
2023.

American States Water Company
Consolidated
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Comparative Condensed Balance Sheets
(Unaudited)

(in thousands) September 30, 2023 December 31, 2022
Assets
Net Property, Plant and Equipment $ 1,850,471 $ 1,753,766
Goodwill 116 116
Other Property and Investments 37767 36,907
Current Assets 191,685 151,294
Other Assets 124,190 91,291
Total Assets $ 2,205229 $ 2,034,374
Capitalization and Liabilities
Capitalization $ 1,346,796 $ 1,156,096
Current Liabilities 195,007 396,522
Other Credits 663,426 481,756
Total Capitalization and Liabilities $ 2205229 $ 2,034,374
Condensed Statements of Income (Unaudited)
Three Months Ended Nine Months Ended
September 30, September 30,
(in thousands, except per share amounts) 2023 2022 2023 2022
Operating Revenues
Water $ 16,231 $ 100,799 $ 345851 $ 265,561
Electric 8,956 8,919 30,688 29,028
Contracted services 26,509 25,266 93,980 71,572
Total operating revenues 151,696 134,984 470,519 366,161
Operating Expenses
Water purchased 23,216 20,304 55,590 58,115
Power purchased for pumping 4,291 3,878 9,514 9,182
Groundwater production assessment 5,990 5,650 15,188 14,726
Power purchased for resale 2,383 2,673 9,838 9,186
Supply cost balancing accounts 723 640 15,126 (6,160)
Other operation 10,429 9,696 30,261 28,028
Administrative and general 20,982 21594 66,032 65,030
Depreciation and amortization 10,184 mon7 31,645 30,402
Maintenance 4,097 3,408 1,026 10,120
Property and other taxes 6,034 5942 17,884 17,247
ASUS construction 1,616 10,742 46,554 31,263
Total operating expenses 99,945 94,644 308,658 267,139
Operating income 51,751 40,340 161,861 99,022
Other Income and Expenses
Interest expense (1,691) (7,331) (31,900) (19,246)
Interest income 2,125 667 5792 1,387
Other, net (1,073) 338 2,243 (2,370)
Total other income and (expenses), net (10,639) (6,326) (23,865) (20,229)
Income Before Income Tax Expense 4112 34,014 137,996 78,793
Income tax expense 9,547 8,360 33,503 19,026
Net Income $ 31,565 $ 25,654 $ 104,493 $ 59,767
Weighted average shares outstanding 36,977 36,958 36,974 36,953
Basic earnings per Common Share $ 085 $ 069 $ 282 % 1.61
Weighted average diluted shares 37,071 37,042 37,064 37,034
Fully diluted earnings per Common Share $ 085 % 069 $ 282 $ 1.61
Dividends paid per Common Share $ 04300 $ 03975 $ 12250 $ 11275
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Computation and Reconciliation of Non-GAAP Financial Measure (Unaudited)
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Below are the computation and reconciliation of diluted earnings per share from the measure of operating income by
business segment to AWR's consolidated fully diluted earnings per share for the three and nine months ended

September 30, 2023 and 2022.

Contracted Consolidated

Water Electric Services AWR (Parent) (GAAP)
In 000's except per
share amounts Q32023 Q32022 Q32023 Q32022 Q32023 Q32022 Q32023 Q32022 Q32023 Q32022
Operating income
(loss) $ 43243 $ 32451 $ 2049 $ 2337 $ 6204 $ 5553 $ 255 $ M $ 51,751 $40,340
Other (income) and
expenses, net 7,820 5,695 754 243 428 (65) 1,637 453 10,639 6,326
Income tax expense
(benefit) 8,830 6,831 (154) 478 1,430 1,347 (559) (296) 9,547 8,360
Netincome (loss) $ 26,593 $ 19925 $ 1449 $ 1616 $ 4346 $ 4271 $ (823) $ (158) $ 31,565 $ 25654
Weighted Average
Numpber of Diluted
Shares 37071 37,042 37,071 37,042 37071 37,042 37,071 37,042 37,071 37,042
Diluted earnings
(loss) per share $ 072%$ 054% 004 $ 004$% 012% 012 $ (002) $ (©O1) $ 085$% 069

Note: Certain amounts in the table above may not foot or crossfoot due to rounding.

Contracted Consolidated
Water Electric Services AWR (Parent) (GAAP)

In 000's except per  YTD YTD YTD YTD YTD YTD YTD YTD YTD YTD
share amounts 2023 2022 2023 2022 2023 2022 2023 2022 2023 2022
Operating income
(loss) $134,006 $ 77761 $ 7783 $ 7973 $ 19854 $ 13894 $ 218 $ (6) $ 161,861 $ 99,022
Other (income) and
expenses, net 16,743 19,158 1,959 431 1,042 (374) 4,121 1,014 23,865 20,229
Income tax expense
(benefit) 29,674 14,623 794 1,645 4,621 3,399 (1,586) (B641) 33,503 19,026

Net income (loss) $ 87,589 $43380 $ 5030 $ 5897 $ 14,191 $ 10869 $ (2317) $ (379

$104,493 $ 59,767

Weighted Average
Numpber of Diluted
Shares 37,064 37,034 37,064 37034 37,064 37,034 37,064 37,034

37,064

37,034

Diluted earnings
(loss) per share $ 236 % 117¢ 014 $ 016$% 038$% 029 $ (006) $ (0.01)

$

282 $

1.61

View source version on businesswire.com: https://www.businesswire.com/news/home/20231103658542/en/

Eva G. Tang

Senior Vice President-Finance, Chief Financial Officer,
Corporate Secretary and Treasurer

Telephone: (909) 394-3600, ext. 707

Source: American States Water Company
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From: Powell, Brad <Brad.Powell@gswater.com>

Sent: Tuesday, November 14, 2023 3:01 PM

To: Chan, Victor <victor.chan@cpuc.ca.gov>

Cc: Darney-Lane, Jenny A. <jadarneylane@gswater.com>; Aslam, Mehboob
<mehboob.aslam@cpuc.ca.gov>

Subject: RE: [EXTERNAL] RE: Field Tour Follow-Up

CAUTION: This email originated from outside of the organization. Do not click links or open attachments unless
you recognize the sender and know the content is safe.

Hi Victor,
| do have updates to pass along to you. Here is the information | have gathered.

Rice Ranch Phase 4 — We did not make any specific adjustment for phase 4 but relied on the historical
five-year average of customer growth to drive the forecasted growth in this CSA, the GRC includes an
annual increase of 70 residential customers per year which reflects past growth observed at Rice
Ranch’s previous phases. | am working through our internal New Business team to provide contact
information for the developer to you as well.

Fire Hardening Measures — The fire hardening measures done by GSWC are promoted to our broker and
our current and potential insurers when marketing. They demonstrate GSWC’s pro-active approach to
loss prevention and are factored into the underwriting process. It’s difficult to quantify the savings, if
any, but these types of efforts are one factor that makes GSWC a risk that multiple insurance companies
are willing to insure which keeps the market competitive.

Office Improvements at Via Burton — | have confirmed we did pay for some of the office improvements
at this location. The leasehold, real property improvements recently made that were noted during the
tour of the facility cost approximately $264,000. This amount was capitalized.

| will pass along the pending developer information as soon as it becomes available to me. Thanks.

Brad



Attachment 2-3 Response to STH-013 Orange
County Office Relocation

A-9



Golden State

s & .'. Water Company

« @& ASubsidisy of Amevican States Watet Company

November 22, 2023

Sari Ibrahim, Public Advocates Office
CALIFORNIA PUBLIC UTILITIES COMMISSION
505 Van Ness Avenue

San Francisco, CA 94102

Subject: Data Request SIH-013 (A.23-08-010)

Orange County Office Relocation Partial Response 1
Due Date: November 22, 2023

Dear Sari Ibrahim,

In response to the above referenced data request number, we are pleased to submit the
following responses:

Orange County Office Relocation & Upgrade

Question 1:
Referring to GSWC’s Orange County Office Relocation & Upgrade Project:

a.
b.

C.

Provide a copy of the current lease for the 2283 Via Burton property.

Identify where in GSWC’s RO Model the lease expenses related to the 2283 Via
Burton Property are recorded.

Provide any police reports filed related to incidents occurring at 2283 Via Burton
since GSWC'’s original lease on this property.

Provide any internal GSWC generated incident reports related to incidents occurred
at 2283 Via Burton.

As per Brad Powell's email on November 14th, subject line RE: Field Tour Follow-
Up, GSWC spent approximately $264,000 on office improvements at 2283 Via
Burton. Identify where in the RO Model these costs are reflected.

ldentify GSWC'’s proposed new office location and what are the expected lease
costs.

Provide any and all cost estimates GSWC has prepared for the new office location
besides those provided in the PCE_RIII - Placentia - Yorba Linda (Orange County
District Office Relocation & Upgrade) project cost estimate.



Response 1:

a.

Refer to two lease documents in response folder (“2283 E. Via Burton Lease
Agreement and Addendum - executed 07.10.2019” and “Lease Assignment Nov. 17
2022%).
Lease expense for 2283 Via Burton can be found in the “SEC-40_EXP_OM AG
Non-Standard” file, tab “WS-12 Rent”, lines 42-44 in the RO Model.
On two occasions, GSWC reported unauthorized entry and theft incidents to the
Anaheim Police Department, received case numbers, had officers assigned to the
cases, but never received copies of the police reports in either case and had little to
no follow up by the officers.

i. Breakin 11/19/ 2020 Case No. 20-173004

i.  Unauthorized entry 12/21/2020 Case No. 20-190498
Response will be provided on November 27, 2023.
Of the $264,000 in office improvements, $67,089 was expended in 2022 and are
part of the “General Plant” additions located in the RO Model workbook “SEC-
50 RB_Plant” on tab “IN_Rec_Assets” in cell K249. The remainder of costs were
expended in 2023 and are not included in the RO Model.
GSWC has not identified a proposed new office location at this time.
No other cost estimate has been prepared other than the PCE provided.

END OF RESPONSE



Golden State

s & .'. Water Company

« @& ASubsidisy of Amevican States Watet Company

November 28, 2023

Sari Ibrahim, Public Advocates Office
CALIFORNIA PUBLIC UTILITIES COMMISSION
505 Van Ness Avenue

San Francisco, CA 94102

Subject: Data Request SIH-013 (A.23-08-010)

Orange County Office Relocation Partial Response Final
Due Date: November 27, 2023

Dear Sari Ibrahim,

In response to the above referenced data request number, we are pleased to submit the
following responses:

Orange County Office Relocation & Upgrade

Question 1:
Referring to GSWC’s Orange County Office Relocation & Upgrade Project:

a.
b.

C.

Provide a copy of the current lease for the 2283 Via Burton property.

Identify where in GSWC’s RO Model the lease expenses related to the 2283 Via
Burton Property are recorded.

Provide any police reports filed related to incidents occurring at 2283 Via Burton
since GSWC'’s original lease on this property.

Provide any internal GSWC generated incident reports related to incidents occurred
at 2283 Via Burton.

As per Brad Powell's email on November 14th, subject line RE: Field Tour Follow-
Up, GSWC spent approximately $264,000 on office improvements at 2283 Via
Burton. Identify where in the RO Model these costs are reflected.

ldentify GSWC'’s proposed new office location and what are the expected lease
costs.

Provide any and all cost estimates GSWC has prepared for the new office location
besides those provided in the PCE_RIII - Placentia - Yorba Linda (Orange County
District Office Relocation & Upgrade) project cost estimate.



Response 1:

Provided Response on 7/22/2023.

Provided Response on 7/22/2023.

Provided Response on 7/22/2023.

Please see attachments “7.10.2023 Break in Rear Yard”, “10.30.2023 Back Yard
Break in”, “11.19.2020 Breakin”, “11.19.2020 Break in Vid”, “Q1.d 12 20
Unauthorized Entry”, “Channel 14", “Channel 17, and “Video Clips to Anaheim PD”.
e. Provided Response on 7/22/2023.

Provided Response on 7/22/2023.

g. Provided Response on 7/22/2023.

o oo

—h

END OF RESPONSE
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_-:- Golden State

s & .'. Water Company

----- A Subiidiary of Amevican States Wale: Company

November 16, 2023

Sari Ibrahim, Public Advocates Office
CALIFORNIA PUBLIC UTILITIES COMMISSION
505 Van Ness Avenue

San Francisco, CA 94102

Subject: Data Request SIH-011 (A.23-08-010) Region 3 Solar Generation Projects
Due Date Extended: November 16, 2023

Dear Sari Ibrahim,

In response to the above referenced data request number, we are pleased to submit the
following responses:

Solar Generation Projects
Question 1:
Referring to GSWC Solar Generation projects in Region 3.
a. Provide a table listing GSWC'’s currently active solar generation projects or facilities
in Region 3.
b. Provide a cost comparison of power consumption costs for a 12-month period
before solar generation was installed and a 12-month period after the installation.
c. Provide any documentation GSWC uses to determine the cost effectiveness of solar
generation projects.




Response 1:
a. See table below summarizing the active solar generation projects or facilities.

District System Plant Site | Note
Mountain Desert | Apple Valley South | Mohawk See response for Question 1b.
Mountain Desert | Apple Valley South | Kiowa Proposed solar generation project as

part of the 2023 General Rate Case
(GRC). See response for Question 1c.

Mountain Desert | Calipatria Holabird Proposed solar generation project as
part of the 2023 GRC. See response for
Question 1c.

b. The Mohawk solar generation facility became operational in March 2005 but is

currently offline. A report was finalized in September 2006 titled "Analysis of
Mohawk Photovoltaic (PV) Energy System Performance” that evaluated the
performance of the PV system (see Attachment 01). The report summarizes the
cost comparison for a 12-month period before and after the PV system was installed
in Table 1 and the Total First-Year Savings section.
The analysis evaluated two time periods. The baseline period is defined as January
2004 to December 2004, prior to when the PV system was active. The comparison
period is defined as March 2005 through March 2006, after the PV system was
active. During the baseline period, GSWC purchased approximately 713,369 kWh
from Southern California Edison (SCE) for $60,057. During the comparison period,
GSWC purchased approximately 466,941 kWh from SCE for $33,291. The PV
system produced approximately 352,386 kWh. The total realized savings of the
comparison period to the baseline period was approximate<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>