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OPINION

On November 5, 1973 applicant Santa Clarita Water Company
filed this application seeking authority to increase its rates for
water service in its tariff service area, and to issue $1,0005000_
in first mortgage bonds. Applicant requested that it be granted
immediate ex parte interim relief in the form of afsurcharge‘ of at
least $1.00 per general metered customer per month. On February 21,
1974 applicant amended its application to :anlnde its flat xrate
services in the request for interim rate re];[.ef On Harch 26 1974




in Decision No. 82640, this Commission authorized appl:[cant to place
8 surcharge of $1.00 per month on cach of its general metered
customers and flat rate customers. :

Public hearing on the application was held before
Examiner Cline in Valencia on November 19 and 20, 1974. The matter .
was taken under submission upon the filing of concurrent briefs en
December 20, 1974,

Oo December 20, 1974, applicant filed a second amendment
to the application withdrawing its request for authorization to
issue $1,000,000 in bonds and request:’.ng authority to.incur an
Indebtedness in the sum of $500,000 to the Bank of America Naticnal.
Trust and Savings Assocfation or other Iending institutian.
Applicant alleged that the proceeds would be used for, the follom'.ng
purposes: :

Retire Ex:I.sting Bank of America Loan L |
(as of April 1, 1975) $187,000

Maln Extenston Refund Payment o 110,000
'relemetering SR o 55,000 |
Badger Meter Company . - 55,000 -
~Acquire Saugus Tank Site 17, ,000
- Working Cash. B ‘f 50 0000 -
Gas Engine o - . 6,000
Total © $500,000-

As a result of said borrowing, the capital ratio of
applxcant would become 31 percent debt and 69 percent equity. .

\
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Co May 12, 1975 applicant f:l.led a third amendment to the .
application in which applicant alleges that in 1973 it incurred a met
operating loss of $42,000. It further alleges that its gross
revenue for 1974 was $919,639 and its net profit before taxes was
only $59,640 and that $59,640 is insufficient to pay applicant's main .
extension refund agreement of $152,424 and its interest on long-term
debt ic the amount of $50,794, which together total $203,218, Because
of inflation and the delay in receiving needed general rate relief,
applicant anticipates in 1975 it will agaln experience a net operating
loss and again will be umable to pay the projected 1975 main e:ctens...on
refunds of approximately $175,000.

- Applicant further allege.s that in December 1974 ia
anticipation of receiving gemeral rate relief early in 1975, :Lt
obtained a loan commitment from the Bank of America for a $500,000
line of credit at prime rate plus ome pexcent over pr:f:ne rate. Such
commitment Is contingent upon gemeral rate relilef being granted. The
Bank of America will not automatically extend its com:[tment beyond
June 30, 1975 and bas advised applicant that if in fact a mew loan
can be obtained at a later date, it will be at min{mm interest of
prime rate plus 2-3/4 perceat. It is appl:lcant's intent:!;on to use a
portion of the borrowed funds to pay past due" refunds on main
extension contracts due in 1973 and prior years., The expirat:ton
of the favorable loan commitment will prevent ‘this. '

Applicant further alleges that in the general rate
proceeding the staff recommended that applicant be author:!zed to
set its rates for 1975 at levels which would produce a 9.6 percent
return on a $2,485,000 rate base. Appllcant has calculated that
the effect of general rate relief for 1975 at the levels recommended
by the staff will be to increase applicant's gross revenues in 1975
to $1,474,000. Based upon four months recoxded experience :I‘.n 1975,
applicant projects that its revenues in 1975 will be only $964 000
without any rate relief. Thus, the anticipated 1975 iqcrease» _in.,rates;_
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will provide needed additional revemve for applicant in excess of
$500,000. As a consequence, applicant alleges that if the Commission,
for seven months, delays taking action to grant authority to
applicant to chaxge such new rates, applicant will incur lost
revenue of approximately $300,000 and a loss of $108,000 on the bank
loan, 2 total of $408,000. Applicant therefore requests that the
Commission ex parte authorize applicant commencing July 1, 1975,
to surcharge each gemeral metered customer and each flat rate
customer $7.00 per month through December 31, 1975, in orxder to
enable applicant to recover the losses wh:!.ch it antic:!pates w:l’.ll
result from regulatory lag. '

In this contested proceeding, the Commission will not
consider granting the request made by applicant in its third amendment
without further hearings. To set aside submission and to hold

further hearings will result in further delay. Therefore,
the Cocuission will deny applicant's request.
i. Service Area and Water System

Applicant Santa Clarita Water Company was formed in
September 1973 as a result of the merger of Bouquet Canyon Water
Co. and Solemint Water Company. Applicant's service area lies
generally north and east of Saugus, Los Angeles County, and is
spread out over 70 square miles. According to applicant's 1973
Annual Report it sexved 7,785 metered custowers and 2,330 flat rate
customers, or'a total of 10,115 customers. ..ncluded in. this total .
are 750 services in West Newhall, an area not contiguous to the

principal sexvice area. The service area va.r:l.es in elevation ﬁ:om '
1, 200 to 2,150 feet above mean sea level S
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Applicent obtains its water from '18 wells which bave a
total capacity of about 16,000 gpm. The wells are mostly 16- inches
in dlameter and range from 130 to 250 feet in depth. Until 1973
all of applicant s wells were equipped with electrically-driven
pwps. Four new wells were drilled in 1973 ard three of these are
being equipped with gas engines. Water is boosted from lawer pressure
- zones to upper pressure zones by 10 booster pumps. '

The transmission and distribution system consists of
609,100 feet of pipe, some of which is as large as 16 inches. in
diameter. Cver 95 percent of the pine is asbestos cement pipe. |

In the past, a majlor contributing factor to applicant s
service problems has been the lack of automatic controls governing
the operation of the wells, booster pumps, and storage tanks. A
couplete telemetering system is being installed so that all production
and storage may be metered from applicant’s office in Saugus.

Sixteen steel and two rubber tanks provide a storage
capacity of approxima.tely 8.66 million gallons. In addition,
applicant has access by contract to a 4,000,000 gallon storage tank
owoed by Valencia Water Company. This storage which is used by
arplicant to supply customers in West Newhall is necessary to. supply

the high fire flows required by Los . Angeles Ccunty for shopping
ceanters in that area..

II. P.ates '

The rates in ef ect prior to ‘the $1.00 per month surcuarge
authorized in this proceeding were authorized for Solement Water
Compaay by Decision No. 57053 dated August 29, 1958, and for Bouquet
Canyon Water Co. by Commnfssion Deecisfon No. 81711 dated August 14, 1973.
02 October 1, 1973, applicant filed a mew set of tariff schedules
..ncorporating the' above rate schedules in compliance with Decision

No. 81890 dated September 14, 1973. By Resolution No.. W- 1567 rates

were increased effective June 23, 1974 to offset increases in electric
power charges. : D |
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Without including the $1 per month surcharge » applicant’s
present rates for gemeral metered service are as follows:
| General Metered Service '

RATES , o ; 7
: - _ Pexr Meter
Quantity Rates: ‘ ‘ | . 'Per Month - .

1,000 cu.ft. or 1SS seveceevveccacececns $ 3.67
1,000 cu.ft., per 100 cu.ft. cevevecncoes +267
2,000 Cu.ft_.,. perloo w.fto‘ sssaPbavre .217
4,000 Cu.ft., per loocu.ft. srssvevenrvae .167
8,000 c‘l--ft-, per 100 Cﬂ.ft. EAE A A AN EE XTI 0117

Minimm Charge:

For Slax 3/4-m6h meter “..ooooon.o.ooloco--.occf $3.6’7 [
FOI‘ ' 1-inChmter ‘...-o.od...‘...-_.’:.j.l“, 4"50
For 1-1/2"hChmeter trocncsvesersens cessos 8'00 : .
For z-anhmeter ooo-ootooo..---v--o-‘o---'. 12.00 ’
For 3"11.‘&611 netexr -oc-.‘ooo-oauo‘..oov-’oo]co'n.o ' 20-00

The Minimum Charge will entitle the customer
to the quantity of water which that minimum -
charge will purchase at the Quantity Rates.
Also without including the $1.00 per month surcharge,
applicant’s present rates for flat rate water sexvice are as follows:
Flat Rate Service -

RAZES ‘ Per Sexvice
~ : Per Month . -

For each residence, imcluding 1 lot G _
of 5,000 sq.ft. or less, per service ....eeee § 291

For each additicnal 100 sq.ft. of "
lot aree -

..........-....O...I............‘... . -02

Increases are proposed in both metered and f];ét_ rate
schedules. Applicant intends gradually to phase out its £lat rate
sexvice. No increases are proposed for private fire protection
sexvice or for public fire protection service. . B




The present rates are minimum coarge rates with, nunerous
consumption blocks. The proposed rates are based on a sexvice cbarge '
witk one quantity rate block for alli water used. '

Applicant is requesting "step type" rates for 1974 through
1576 in order to offset the continuing effect of inflat:’.on and to-
avoid repeated applications for rate increases.

The proposed rates for gemerzl metered service are as
follows: '

General Metered -Serv‘icé‘

‘ Per Meter Per Month
- | 5 ‘ Calendar Year RN
Sexvige Charge: 1974 _' 1975 ‘f 1976

For 5/8 x 3/4~inch meter ves $ 3. 25" $ ,3.80; 84 05 R
For 3/4-inch meter 3,65 0 4.200 4400
Tor 1l-Inck meter ..... 4.85. . 5,65 = 5.90°

For 1-1/2-inch weter . 6.80 7.80 8,200
For 2-inch meter - 8.65 - 9.85- 10.45

For 3-inch metexr ...... 15.80 18.15 " 19.20:

For 4-inch meter ... -21.60 24,65 - 26,00 - -
For 6-inch meter - .35.60 40.80- . 45,80

For S$-inch meter ...... 52.90 . 60,45 63.90: .
For 10-inch meter ...... 65.55 = 74.85 7905

Quantitym Rates:

For all water: consxmed e
pex 100 cu.ft. ;............._ .18 193

" The Sexvice Charge is a readiness-to-serve |
charge applicable to all metered service.
and to which iIs to be added the monthly "
charge computed at the Quantity Rates.
The following tables show a comparison of the charges at
present rates, excluding the $1. 00 per month surcha.rge and electr:!.c

power offset, and at proposed rates:




COMPARISON OF CHARGES
IYPICAL COMMERCYAL METERED CUSTOMERS
5/8 X 3/4 METER

WITH AVERAGE CONSUMPTION

Consvmption Present Proposed Rates
100 Cu. Fe. Rates 1974 , 1976
| | s - 5

14 4,50 5.83
9 3.50 o 4.9
11 3.75 - 5.27
19 5.75 6.75
23 . 7.48
33 : -60 932

Percent Increase over 1973 rates @ - 22% 0 30% o 39%

Proposed step ; - ST

# Minimm menth 9 350 491 5.54° . 593

* Maocimom month 35 19.00 - 9.69 © 10.56  11.36"
Ratio 389% 1574 97%. o %
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COMPARISON OF CHARGES
TYPICAL METERED CUSTOMERS
6" METER
WITH AVERAGE CONSUMPTION

Ccosumption Present ' Proposed Pates ,
100 Cu, Frt. Rates . 1874 %§73. — 1976

430 51.00 114.72 123.79 - 135.67°

333 50.00 96.87 105.07 ~ 115.40

369 50.00 103.50 112,02 122.92

678 75.80 160,35 171.65 187.50
715 79.50 '167.17 178.80  195.24

1,053 113.30 229.35 244.03° 265.88

1,446 152.60 301.66 319.88 348.01

2,030 211.00 409.12 432,59 420,07

September 1,523 160.30 315.83 334.74 364,11
October 1,030 111.00  225.12 239.59 261,07
gecvember 2%2 32'?_8 204.;2 2%2.17 : %g% .g;

cember ' .10, 157.22 1 37

Total 15,187 T,228.50 Z;485.60 Z,648.70 7;887.69

Percent increase ovexr 1973 rates 1027 115% 135‘72

Proposed step . o . 771 9./.‘;‘,:& :

#Minfoum month 333 50,00 . 96.87 10507 115.40
*Maximm month 2,030 211.00  409.12  432.59 | 420.07
Ratio 509% 3227, 3227, 3117. o 263’/. o

’rhe proposed rates fo:: flat rate sexvice are as follaws-
F]at Rate Service

: 'Per"}'(onthh =
: Caleudar Year S
1974 1975*’7’*‘“"---i.,_.f’197e .

Flat Rate Charge | .$6_95 $7~._;70 . ':* ._$8 30 . o

SPECTAL CONDITION

Meters may be installed at optionm of ctility for a‘bove ‘
classifications In which event service will thereafter be rendered _
only on the basis of Schedule. No. 1, Metered Se.rvice. S o
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The staff recommends that service-charge-type rates be .
adopted but lower than the Step II 1975 rates proposed by applicant ,
and that an allowance for attrition of 0.3 percent per year be
allowed for step rates designed and adopted for 1975, 1976 and
1977 or couwparable. 12-month periods.
III. Position of Protestants -

At the hearing presentations were made in opposition to
tke application by representatives appearing on bebalf of Fr:_endly
Valley Recreational Association and Friendly Village Commumity
Assoclations II, III, IV, and V. These protestants opposed the
increase in flat rates to the Frierdly Valiey residents. Those
representatives point out that the proposed flat rate when @Pued |
to the Friendly Valley residents result in double billing because thc.
coumon areas are watered through metered sexrvices. They also point
out that the flat rates using 5,000 squexe feet as a base figure
produce a further inequity since the average Friendly Va'.l.ley home,
including lawns, banks, and landscaped areas, comprise not more than
3,000 feet. e :

The staff agrees that Special consi*leration should be
given to the flat rate customers who reside :tn.‘Friendly Valley. _ |

All parties agree that eventually all wa.ter sexvice should
be metered. The representatives of the Friendly Valley residents-
request that metered fnstzllations should be made at applicant’ s
experse for all of the flat rate Friendly Valley customers. :

Applicant is willing to provide a flat rate of $4 OO per
month to the Friendly Valley customers in view of the special
considerations which are applicable to them. ‘I.'his propo..a_l is‘ k3
reascnable and will be adopted. DR

As a means of encoumging applicant to continue with :Lt..
program of converting flat rate services to meter rate services, '
the sta.f‘“recommends that the flat rates appliceble to other: :
customers should also tave ‘2 minimal increase. Applicant will 'oe ‘

\
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authorized to increase its monthly charge for service to flat rate
customers, other than the residents of Friendly Valley, to $5.00
for each residence, including cme lot of 5 »000 square feet or less,
per sexvice. The monthly charge for each addit’idnal,lOO{squa;e-"“feet
of lot aves will be increased from $.02 to $.025. I
iIV. Results of Operation | - | ‘
The following table is a comparison of tke results of
operation estimates of the applicant and the staff for the 'test; ‘year
1875 at proposed rates fo:ﬁ the year 1975 (Step 1Y rates). The staff
~ estimates are taken from Exhibit 10. Applicant's estimates are-
adjusted to reflect the staff estimates which bave beea adopted by
applicant at the hearing and in its brief. B

Results of Operation

Year 1975 Estimated
Step IT Razes (1975)

Applicant

Applicant Seaff - Exceeds Staff
- (Jollars in Thousands) R
Operating Revenues $1,204.6  $1,204.6 : '

463.7 4215
. 192.4- 150.1
Depreciation 110.6 110.6
Tha:.xes. E¥cept:- Inc. 135.;’;_*: %%g.z .
come Taxes - | g ' b
~ Total Expenses — F T3
Net Opex. Revenues X 260.7
Average RateA‘_Base 2,483.3 2,483.3
Rate of Return O - 10.50% .
. # No adjusted estimates for these items have been -
provided by applicant., - o
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A. Operation and Maintenance Expense
The $47,200 difference between applicant's estimate and

staff’s estimate for operation and maintenance expense arise because
of the following items: |

_ licant:j v
Ex.:gle)& -Staff -

1. Maintenance -and overhaul of -
- gas engines _ S $ 8 000{'1;‘."‘
_ Maintenence of tanks — 14,000
Payroll expense 25200
Total | - $47,2000

Maintenance and Overhaul of Gas Engines = =

The staff estimate provided an extra $3,000 allowance
for maintenance costs for the new gas’ engines with which applicant
bas equipped a number of its wells to increase the reliab:tl:f.ty of
its sources of supply.

The evidence shows toat the labor costs: incurred‘ by
applicant to maintain its gas engines is averaging $6,000 per year
more than before the comversion was undertaken and that ammual over-
haul expense would average apn additional $5,000 per year.

The staff estimate for. operation and: maintenance
expense will be increased $8,000 to allow for these addit:tonal costs
for the. waintenance and overhaul of the gas engines.

2. Maintenance of ._Tanks: . - :

Applicant ‘s system contains 20 storage tanks.
fpplicant's witness testified that a reasonable program of preventa-
tive maintepance and repalr would involve at least 4 tanks per year
at a cost of $3,500 per tank or a total cost of $14 000.

The staff contends that the $14, 000 is for deferred
tank maintepance and. should be born by the corporate shareholders.

The Commission will adopt: an increased estimate for normal
tank maintenance expense, and the staff estimate for oPeration and
maintenance expense will be increased $12 000. " :

;12_'




3. Payroll Expense

The staff figures for number of employees needed to
operate applicant's water system are 16 full-time employees and‘ two
part-time employees. Applicant's estimates are based upon 20 full-
time employees and ome part-time employee. The staff witnmess based
his estimate upon the payroll as of September 27, 1974. On cross-
examination he conceded that in February 1974, applicant employed
19 full-time employees and three part-time employees.

Exhibit 17 shows that applicant never employed less
than 2] persons during 1973 and the monthly mean mumber of those
employed 1n 1973 was 22 persons. During the first 11 months of
1974, applicant employed an averxage of 19 persons each month.

The president of applicant testified that because of
the negative cash flow position which applicant faced in late 1973,
he ordered applicant's commercial office mamager to curtail payroll
expense and its engineer to defer all system maintenance wherever
and vwhenever possible. BHe further testified that in his op:!nion :
because of the number of its customers, length of service limes, and
multitude of supply sources, applicant's water system could not be
run efficiently and applicant could not maintain its recently.
attained high level of performance with a staff of less tha:n 22 to 23
pexsons, including part-time help.

The staff contends that there was no lack of service
during 1974 when a fewer number of employees operated the water
system. The staff further points out that 1973 would appear to be
a year of great activities following the death of the former
president in 1972 and the takeover by mew management. The' year. 1973
was also the year of the mergex of the two former companies :Lm:o
the present Santa Clarita Water Company. ‘

The Commission Is pleased with the efforts of the pz:esent
management of applicant to upgrade service and to eliminate service
complaints. It will accept the estimates of applicant with r_esp‘ecé
to the numbexr of exployees required to maintain adequate.sei:vice,"

- =13 -




The staff's estimate of operation and maintenance expense
should be increased an additional $25,200 for payroll expense.

An estimate of $466,700 for operation and mainten-
ance expense will be adopted as reasomable. ‘

B. Administrative and General Expense:.‘

The $41,300 difference between applicant's estimate and
staff's estimate for administrative and general expense ar:f.ses
because of the follow:l.ng items. '

. Appl:[.cant
Exceeds Staff

Sick and vaeat:f.on pay 8T, OOO o

~ Pension expense e : 16 200 e
A & G'salaries - - C 4,600,

: Reguiatory“-Com,-- exp. o | 3 500
Outside services o 7,000
'.l‘ramsp. and incidental exp. Y 3,000,

Total = | $41,.3oo,§t e
Sick and Vacation Pag
The staff does not show any amount . for sick and
vacation pay as these payroll expenses are included in the staff's
estimate for operations and maintenAnce expense and general and
administrative expense. Accordingly, a further addition will. not be
made to the staff's estimates for vacationand sick PaY-
2. Pension Expense - '

Applicant has estimated that its 1975 pension expense
will be $16,200 because applicant is currently paying a $6,000 per
year pension to its former chief pumper, a 25-year employee'
$4,200 per year pemsion to its former office manager, a 15-year
employee; and a $6,000 pension per year to Joyce Bonelli, the widow
of William G. Bonelli Jr., who, until his death in February 1972
was applicant s president and general manger.




The staff contends that the $16,200 represents arbitrary
and voluntary payments, and that until applicent formalizes a regular
pension plan with firm rules and obligations on the part of applicant,
no allowance should be made for pensions.

The Commission agrees with the staff posrf.t::’.on.

3. Administrative and General Expense Salaries

The Coumissicn bas previcusly adopted the staffing
recommendation of applicant in its comsideration of the payroll
expense applicable to operation and maintenmance expense. By reason
of the adoption of applicant's staffing estimates, administrative
and general salary expense will be increased $4,600.

4. Regulatory Commission Expense

The staff allowance for regulatory commission expense
is $4,000, while applicant's estimate is $7,500 based on actual
expense through mid-~September 1974. As stated in paragzaph 10d on
page 7 of Exhibit 9, the staff estimate provides reasonable expenses
for the rate case to be spread over a three-year period in addicion
to normal amnual regulatory expense. The total for the three-year
period is $12,000. The staff estimate for regulatory comission
expense will be adopted in this proceeding.

5. Qutside Services |

The president of applicant testified that it is eost::l.ng :
applicant at the rate of $16,000 per year for outside services.

- Such sexvices include those performed by CPAs, legal counsel, and
consulting engineers. In support of the need for such services,
applicant points to the improvement in operating procedures and in
the level of customer service. The Commission agrees that applicant
bas made good use of expert assistance and that it should be -
permitted to charge rates which will cover :I.t:s experienced level of
expenses for outside serv:i.ces. \

The staff's. estimate for outs:tde expenses w:£11 be
increased $7 000 o




6. Travel and Incidental Expense .
Applicant bas included in its estimate for administrative

and general expenses $3,000 for transportation and incidental expenses
of its employees during 1975. Such expemses include those incurred
by applicant's employees in attending rumerous meetings and
conferences, including travel associated with meetings at the
Commission in San Francisco. The staff made no allowance fbr such
expenditures.

The Commission'will include the $3 000 for travel and
incidencal expense in the amount allowed for admﬂnistrattve and
general expemse.

An estimate of’$164 700 for adndnist:ative and general |
expense will be adopted as reasonable. |

The following table shows the results of operation
estimates for Step II Rates (1975) which are adOpted in this
proceeding:

Results of Operation
Year 1975 Estimated
Step IT Rates (1975) ,
B  Adopted
: Estimates.
(Dollars

Operating Revenues
ratin ses

$& 204 6

466 7

164.7

110, &
2.8

- & Gen.
Depreciation
Taxes Except Income
- Income Taxes: - _

~Total Expenses

Nét Operating Revenues
Awerage Rate Base -
‘Rate‘of,Re:urn '

| 25&'” 5’:\;5 |

1o 257.. T
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C. Rate of Return *
In Exhibit 9 the staff of the F:lnance and Accozmts Division
states that for applicant a return of 9.6 percent applied to the
rate base ultimately to be authorized by this Comiss:l’.on is fair and
reasonable. If the Commission authorizes the $SOO 000 note, the
return on equity will be 10 percent. Applicant agrees ‘that a rate :
of return of 9.6 percent: on xate base is reasomable.

D. Accounting Recommendations -
The staff of the Finance and Accmmts Division recomends

the following:

1. A work order system be established In conformance |
with the Uniform System of Accounts.

2. TUtility Plant Accounts - 343 Mains, 345 Services
346 Meters, and 348 Hydrants be reviewed and.
adjusted if necessary, by applicant subject to
review by the staff.

Applicant should develop a program to pay main
extension contract refunds in arrears.

The excessive time la§ between the incurrence
and recording of uncollectible revenues should
be timelier.

Charges made to operatin. expense reflecting
expenses incurred by app%icant 's officers for
computing to and from a distant home, be ceased.

A formal written pension program be initiated
for applicant’s employees.

Main extension contracts be adjusted to conform
with Main Extension Rule No. 15 where possible.

The following table shows the results of operation
" ‘estimates for the authorized- rates for 1975 which are adopted
as reasoﬁhble in this proceeding.

. A




Results of Operation .
Authorized Rates g’rest Year 1975 )

Adopted Estimates
(Do S ousands)

Operating Revemues IR $1 170 6

ating E o - T o
Oper. & t. ; , . 466 7i-“g- o
Adm, & Gen. i : S | ' Y647
Depreciation: ' o -110.6
Taxes Except Income - P . "H1353
income  Taxes : ? A

Total. Expenses

_Net Operating Revenues o -
Average RateBase ' . o R | 24833;’"«
Rate of Return . 1 , | o 9.6%
V. Service Matters |
Staff Exhibit 8 states that from the beginning of 1973 to

the present, there have been six informal complaints filed with the
Commission by customers of applicant. These primarily relate to
high bills. During this time, applicant has made significant
ixprovements to the water system by adding new wells and a tele-
metering system. Applicant has also made significant progress in
controlling and limiting outages so that such inconveniences to the
custowers have been minimized. Staff inmvestigation of the current :
sexvice provided by applicant indicates a determined effort for
improvement which bas resulted in sa.tisfactory sexvice to the ‘
- customers. =
F:[nd‘.[ngg | ‘ .

- 1. Applicant is in need of additiocnal revenue in the amount
of $145,300 for the test year 1975. - o

2.  The operating revenues, operating expemses, and rate base at

authorized rates. for the test y.ar 1975 reasonably. represcnt the
results of applicant s futm:e operations and are adopted in this
proceeding : ~
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3. A rate of return of 9.6 percent on the adopted rate base
for the future is reasonable. Such rate of return combined with
operational slippage of 0.3 percent par year for the_steﬁ rates‘
authorized herein will result in reasomable earnings. Step increases
will be authorized for the second and third 12-month periods.

4. .The increases in rates and charges authorized herein are
justified, the rates and charges authorized herein are reasonable,
and the present rates and charges, insofar as they differ from
those prescribed herein, are for the future unjust and unreasomable.

5. The following recommendations of the staff should be
adopted: o | B

a. Applicant should establish a work order system
In conformance with the Uniform System of
Accounts. '

b. Applicant should be required to review Utility .
Plant Accounts No. 343 Mains, No. 345 Services,
No. 346 Meters, and No. 348 Hydrants, make
whatever adjustwents may be found to be necessary,
and report such adjustments to the Commission.

Applicant should be required to develop a

Progran to pay main extension contract refunds which
are in arrears and submit a written report of

such program to the Commission.

Applicant should endeavor to reduce the time
lag between the incurrence and recording of
uncollectible revenue.

Expenses incurred by applicant's officers for
coumuting to and from a distant home should not

be charged to operating expense.

Applicant should initiate a formal written pensiocn
program. |

Main extension comtracts should be adjusted to
conform with Main Extension Rule No. 15, where
feasible, and approval should be obtained by
applicant from this Commission for those contracts
which of nmecessity continue to contain provisions
vhich vary from Main Extension Rule No. 15.

6. The proposed secu;ity Issue is for propex purposes.




7. The money, property, or labor to be procurred or paid for
by the issue of the security authorized by this decision is reasombly
required for the purposes specified which purposes are not,- in
whole or iIn part, reasonably chargeable to operating expenses or
to income. ”
Conclusion

This application should be granted to the extent authorized

in the order below. In all other respects the applieatiod should be
denied., : ' | |

IT IS ORDERED that:

1. After the effective date of this order, applicant Santa
Clarita Water Company, is authorized to file the revised rate
schedules attached to this order as Appendix A. Such £iling shall
comply with General Orxder No. 96-A. The effective date of the revised
schedule shall be four days after the date of filing. The revised
schedule shall apply only to service rendered on and- after the
effective date thereof.

2. Applicant shall determine accruals for depreciation by
dividing the original cost of the utility plant, less estimated -
future net salvage, less depreciation reserve, by the estimated
remaining 1ife of the plant. Applicant shall review the accruals
vwhen major changes in utility composition occurs and at intervals of
not more than three years. Results of these reviews shall be submitted
to this Commission., ‘

3. Applicant shall establish a work order system in: conformance :
with the Uniform System of Accounts.

4. Applicant shall review its Utility Plant Accounts No. 343
Mains, No. 345 Services, No. 346 Meters, and No. 348 Hydrants, wake




whatever adjustments may be found to be necessary, and within sixty
days after the effective date of this order applicant shall file with
this Commission a written report specifying the adjustments wbich
have been made.

5. Applicant shall develop a. prog:am to pay maic extension
contract refunds which are in arrears, and within sixcy days after the
effective date of this order, applicant shall file a written report
setting.-forth the program for the payments of such refunds which :r.t
has developed. :

6. Applicant shall modify its main extension contracts to
conform with Main Extension Rule No. 15, where feasible, and where
such modifications are not feasible applicant shall seek approval
from this Commission to continue in effect those contractual provisions
in its main extension contract which are at variance with Main
Extension Rule No.: 15. _

7. On or after the effective date of this order and‘:on' or
before August 31, 1975, for the purposes specified in this proceeding,
applicant is authorized to issue its promissory note in the sum of
$500,000 to the Bank of America National Trust and Savings Associationm,
In accordance with the provisions set forth in the letter of under-
standing from Jim Shuman, assistant manager, Bank of America, to
Benjamin P. Bonelli, president, Santa Clarita Water Company, dated
December 18, 1974, a copy of which 1s attached as Exbibit A to the
Second Amendment to this application.




The authority granted by this order to issue the promissory
note will become effective when the issuer has paid the fee prescribed
by Section 1904(b) of the Public Utilities Code, which fee is $1,000.
In other respects the effective date of this order shall be t:en days
after the date hereof.

Dated at ____ -San Francisco Cal:i.forn:f.a this / 7

day of __ __JUNE. VR 1975.

PUBLIC UTILITIES. COMMISSION
STATE OF CALIFORNIA




Schedule No. L

APPLICABILITY

Applidable to all metered water service.

TERRITORY -
Bouquet Canyon and vicinity, near Saugus, Los."‘Ang‘eie‘s’ Cqunﬁy".‘l
Sérvice._ Cha.rg'e:f S ' “‘JPer Meter Per Month
o | /A5 R
Before .~ Through ~— .After” .
26l so/n o/
For 5/8 x 3/i-inch meter ee.. $ 3.80 $3.85  $3.90
For 3/lrinch DeLEr eeve | Lo20 L.20 425 .
For l"inch- neter eceee 5.65 5.70 s 5.75 o
For  1-1/2-inch meter ... 7.80 - 810 8.20
For 2~inch meter eoee 9.85 1040 10.45
For B-inCh.memr. -o;-_ ‘ 18015 o 19010 ' 19)-20 .
Por 4~inch meter see. 2265 25.80. 26,00:*"]
For 6—i.nchmeter eeoe 4080 155060 oo h.S-@O R

Quantity Rates:

For all water delivered, e R
per lw cu-mo sesssvassras $ 00193 $ 00196 ‘ 3 00199 v (I) o

The Service Charge is a readiness~to-serve charge
applicable o all metered service ard to which is
to be added the monthly charge computed 2% +he
Quantity Raves. _ : o L




Schedule No. L
LIMITED FLAT RATE SERVICE .

APPLICABILITY

Applicable to all flat rate water :.qwi_s:e.

TERRTTORY

Bouquet Canyon and vicdnity, near Ssugus, Los Angeles County.

_ Per Month -
l. For each residence, including. ‘ '
1 lot of 5,000 square feet . ,
or less per.semce ....'.....-..... 35400 )

For each additional 100 square
feet of IOT- area -.-ﬁo...to-.'-..t...o ‘ .025

2. TFor each residential unit‘," including - .
L lot, in the Friendly Village ee... 400

SPECTAL CONDITIONS

1. Meters may be installed at option of ut:’.l:i.ty'rdr above:
cation in which event service will thereafter be rendered
only on the basis of Schedule No. 1, General Metered Service.

: 2. TFlat rate ser\i:ice' is availa ie‘only"w thbse- premises L
being served as of July 1, 1975 - e

-




