
WRATES 

Water Rate Advocates for Transparency, Equity and Sustainability 

March 4, 2018

California Public Utilities Commission
505 Van Ness Avenue
San Francisco, CA 94102

Re: Public Comments of SJWC - Cost of Capital A.17-04-001

Dear President Picker, Commissioner Peterman, Commissioner Guzman-Aceves, 
Commission Rechtschaffen, Commissioner Randolph and Honorable Judge Karl J. 
Bemesderfer,

It has been brought to the attention of WRATES and The California Water Rates Coalition, 
which represents over 1.5 million water IOU customers, that the CPUC has been granting 
exparte meetings with CWA, NAWC and the executives and attorneys for SJWC, CalWater, 
CalAm, and Golden State regarding ALJ Bemesderfer's proposed decision on the Cost of 
Capital applications A.1704001, A.1704002, A.1704003, A.1704006.

In addition to the exparte meetings, the CPUC has also been receiving letters from Josué 
Garcia, CEO of the Santa Clara & San Benito Counties Building & Construction Trades 
Council, Mathew Mahood, President & CEO of the Silicon Valley Organization and the IOU 
attorneys showing support of SJWC, CalWater, CalAm, and Golden State Cost of Capital 
application.

We would like to reiterate that SJWC has increased its rates 73% since 2014 for the typical 
customer with a 3/4” meter using 15ccfs per month. That is an average increase of over 
20% per year! These rate increases are NOT sustainable by the community and we need a 
rate reduction.

The return rates that ALJ Bemesderfer proposed for the four Class ‘A’ water utilities are very 
generous and if the commission is going to consider a change to his decision, the change 
should be for even lower return rates. ALJ Bemesderfer analyzed testimony from all parties 
including the hundreds of ratepayers who spoke at the PPH and sent letters to CPUC 
indicating the current trajectory of rate increases is unsustainable and it is time for the CPUC 
to take control and properly regulate the utilities.

Even with all the commission authorized mechanisms in place for class ‘A’ water utilities to 
mitigate risks (Drought Surcharges, WRAM, WCMA, SRM, etc.), the CPUC has allowed 
rewards to the IOUs analogous to high risk investments. The IOUs argue that the new 
allowable rate would put them under the national average, but they have been well above 
the national average for years. It is overdue for a correction.
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These government-sanctioned monopolies are no-risk/low-risk companies and their return 
rates should reflect as such. A CD is considered a low-risk/no-risk investment and the 
general public currently receives 2.05% annual percentage yield on a 3 year CD.
As you can see from the chart, SJWC realizes returns that are typically associated with high-
risk investments. 

If the risk and reward are directly correlated and the safest investment will generally provide 
the lowest expected return, please advise why it is acceptable for a low-risk/no-risk 
company, such as SJWC, to receive such a generous Investor Return?

In letters you received from water IOU lobbyists, it states, “According to the American Society of 
Civil Engineers, almost $335 billion of investments are needed over the next 20 years to ensure the 
nation’s water systems can continue to provide safe and reliable service. California leads the way 
with $39 billion in water infrastructure improvement needs over the next 20 years. …SJWC faces the 
same infrastructure challenges. …Additional investments in the water system components like tanks, 
wells, and pipes are needed to ensure customers can continue to receive safe and reliable service.”

SJWC ratepayers have been saddled with over $73 million in rate increases over the last 3 
years related to SJWC’s Montevina Water Treatment Plant. And SJWC, in their current 
GRC, is requesting an additional $88 million in rate increases for 2019, 20 & 21 for their 
capital budget. The ratepayers are paying for all of this with no risk to SJWC and its 
investors. 

In 2011, the American Society of Civil Engineers determined that the Bay Area Water 
System Infrastructure is a  “B-“ grade. That’s above average and a completely irrelevant 
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statement to the health of SJWC’s infrastructure. With the exception of Cupertino’s leased 
portion of pipes, SJWC’s infrastructure is in good shape. 

As for SJWC’s pipes, 94% (or 2243.1 miles) are less than 70 years old, 5% (or 112.1 miles) 
are 70-99 years old, and 1% (or 36.4 miles) are 100-139 years old. Pipe replacement has 
been a part of SJWC expenses for decades and our rates did not increase at this 
unsustainable rate. ORA documents indicate the average life of pipelines is 90 years.  

It is our understanding that executive bonuses are directly related to capital improvements 
and the ORA has called out IOUs in the past for over aggressive capital improvement plans 
such as the Montevina Water Treatment Plant and replacing pipes before they reach their 
end of life.

We would also like to point out that the executives, attorneys, lobbyists, and special interest 
groups for the water IOUs all receive money from the water utilities in the form of salaries, 
payments, donations, and/or dues. They are lobbying for higher return rates because they 
are getting paid to and have a vested interest, not because it is needed or in the best 
interest of the ratepayer.

We, the ratepayers, do not have the benefit of high powered attorneys, lobbyists, special 
interest groups and/or executives to advocate for us. We have the CPUC and the ORA to 
advocate on behalf of the ratepayers. It is the statutory obligation of the CPUC to ensure the
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protection of the ratepayer and that rates are just and reasonable. The ratepayers need the 
commission to properly regulate the utilities. 

As the chart indicates, SJW 
has record profits, even in 
drought years.

SJWC accounts for over 90% 
of SJW’s revenue. 

SJW is know as a Dividend 
King and has paid dividends 
for well over 50 YEARS.

The Dividend Kings, those 
rarest of companies with 50+ 
years of consecutive dividend 
growth include only 22 
companies in the entire United 
States, 3 of them water 
retailers.

We the ratepayers are supporting the investors of these monopolies. The investors have not 
only reaped the benefits of the ever increasing dividends but have also reaped the return of 
the escalating stock price.

The rate increases associated with this cost of capital application are purely to help 
compensate investors. They are asking the ratepayers to pad the pockets of the investors. 
For example, SJW recently announced a 28% dividend increase from the previous year 
(excluding a special dividend paid in December 2017).

In September of 2012, Governor Brown signed Assembly Bill 685, declaring that every 
Californian has a basic human right to safe, sustainable and affordable drinking water. 
Communities throughout California are reaching a breaking point with water affordability 
from IOUs. If the commission continues to authorize excessive return rates to water IOUs, 
our human right to affordable drinking water will be violated.

We respectfully request that the Commission accept ALJ Bemesderfer’s proposed decision 
or reduce the percentages even more and apply Cost of Capital percentages characteristic 
of low-risk/no-risk companies.

Sincerely,

/s/Rita Benton
Rita Benton
WRATES
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