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. @rffi[~UI1L 85:122· Deeis:L.oll No. -----------------
EE:?ORS- THE PUBLIC UT!!..ITIES COMM!SS!ON OF "l'RE S"""...ATE OJ! CAI.n'ORNIA 

In the ca~ter of the Applicatiocof. ) 
SOU'l'~~~ CALIFORl-t'!A.'WA:IER COMPANY for 
authority to modify its Purchased 
Power Adjustment: Clause ill 1ts,'Sear 
Valley Elee~r1c District to :!:llc1ude 

Application N~. 55559 
(File<! March 12, 1975) 

An offset for the September 1973 in
creese in: the. price of power purchased 
from South~ California Edison company 
enderSchedu1e 1-2.. . 

Agnew, Miller & Cerlson, by 'Willi;:m .1. 
Bozaarci, Attorney at l..£.w, x:orappliCllnt. 

J'C!1:l"!s T. Q-::i.nn., P~-:t:orney a.t :::..aw, Gregory J. 
HobDs, sud.C. Fz~nk F~lice, for the 
co=mIss~c~ staff. 

OPINION ..... -_..-_--
Southern Californ!a Wate= Company (SCWC) seeks authority 

to ~od1fy .its pUi:cbased power adjust:nent clause in. its- Bear Valley 
District to' 1nc~ude nn increase in rates to O'ffs~tt1'le Septembin:- . 
1973 incres.se ill the price of e!.ecttic en~'iSY purchasedf:om 
Soutce:r:. ca11forn!a Edison Company (Edison). The rate increase 

:-equested represents an increase of $159'~600, or 10.8 pe:'cenz in. 

rcvcm",es, and SCWC seeks to pass' through to customers only t:be 

cff~ct of inc::re&s.es in the rcza12 rate ti.Utt:tt pays' for electric 
cul2rgy. . . " , 

SCWC> .a California co:por4tion~ rende::-s· p'Cbl!e oatility 

. w~~er se:r:v!.ce 1"0. portions of Coner4 Costa, Imperial, !.os. Angeles, 
Or.l.:.g~~ Sacramento, San Bert:ardino, and Vent'C%'B. Counties:, ·:t 
.elso rend~rs public -ctility elece=ic se~.:e 1:1 its Be.erVs.lley 
District in the viciuic,. of Big .:sear !..ake 1l:t- SSn :serca:~.' Co_C!l:y" " 

.... ' , " 

-1-, 



A. SSSS9- .. $vl/1tc * 

The Bear Valley Distr!ct electric system consists of 

approximately 15.8 miles of 33-KV transmission lines, appron
mately 133, miles of 2.4/4.1& KV <ii,stribution: lines, and eight 

substations with a combined capacity of 13,450·.lG1. 

On December 31, 1974: there were 11,.171 electric: 
" 

customers sttved. Service is also provided to 427 stteet' 

lights. As of December 31, 1974 the cost of. f1x~ capital in 
the Bear Valley Electric District wa$ $5,052,.000 witlia depre
ciation rese::ve of $1,686,9'52,. or a net bOok cost of $~,.365,.048. 

SCWC purchases electrl~ energy for resale from Edison 
on Resale Se:v1ce Schedule No. R-l at Barnish Substation. and on 
Resale Service Schedule No. R-2 at Gold Mountain. 

After notice, public hearings were held' before Examiner 
James D. 'raute on August 28 and 29",. 1975, in Big Bear Lake. This 

application was consolidated for hearir!g and hea~d/W".tth SCWC t s 
Application No. 5531S,. filed November 12, 1974,. for authoriza
tion for a general nte increase,. and was severed from· App'lica~ 
tion No.553l8 and submitted at the close of the hearing-on 
August 29,. 1975,. 

'testimony in: behalf of SCWC was presented. by' its senior 
vice president> the ,cbairman of its finance. and'" budget committee,. 

i'ts vice presidellt for operat1ons~. and the manager of' its. rate 
and valuation departm.eu-:. The .·Commission staffpresent:ation' was 

1:I4de by an engineer. One customer spoke in opposition to: the 
increase. 

Edison's resale service to SCWC is regulated by the 
Federal Power 'Commission. Effective November 14,. 1971 Edison 

i1lStitt..~ed a general %':lte increase i:l. its resale rates to: SCWC 
by 15 percent under FPC Docket, No. E-7618. Effective September 7,. 
1973. Edison. institu'teda furthe::o ,increase of 40 pei-cent ·i.niu: .•... 
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:r::~es to ·SCWC under ?PC Docker:. No. E-8176. It is the September : 

2973 increase. !,llU!son '8 . Scl:~ule R-2 the.t SCWC seeks. eo-have 

offset by a modif:!.cation to its present pureba~d poweradjust:-. 

Eff~etive May 2 ~ 1974 in F'PC Docket No .E-8570 ,E~n 
inst~tuted a fuel ei..3.use adjustment in 1ts resale tariffs that 
i.ncrease or dee::'es.se rctes to· SCWC in proportion to: ~n increase 

0:- decrease in Edison's recorded fual generation costs .Bbo"'c. or 
below a base level. Also in FPC Docket No,.E-8S70 ande:fect!ve 
Aug;s~ 4~ 1974 Ed:tsot! 1nst!tuted a further. general rate increase, 
cf approx:t:r.aeely 20 pe::::cent above the basic rates then in ,. effect. 

The Novemb~ 1971 Edison inC1:"ef!,se has become fins! by 
order of the Federal Power CoQQ.!ssioti.. Edison t s Sep~ember 1975 
iUC'rease in Doeket: No. E-81. 76 and r:.he general inc=ea.se, and .. , the 
monthly fuel eost increases ~1:at were made effective in '1974 in 
Docket No. E-8S70 arc· still scl>ject to a final orde~of' the ' . , . 

~eder.al Power C~ssion. 

Tabulated below is the effect ~ based' on 1974 IaYR 
pu::chc:;ses ~ of the rate increases 1:.:ade effective star::Lng. 

~ . 
November 1971 as stated in the appliee:10n: 

N'ov~:lb"j:-l971 
Se:p~m~r 1973 
Augc.et 1974 

Al:n~zed Edieon ~5al~ Rate Inere3.Sel5· to SCWC 

Schedule 
:R-l 

... 
~ 

25.579 
. l6;692' 

i 

Schedule' 
:R-2 . Total. . -' 

$42~ S293~782 $3%,060 

5.74S~ooo 3.5~698.699 41,446.,699 
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By Decision No. 83290, dated August 6, 1974,. 'SCWC was 

gr:lnted authority to include 8. purchased power adjustment, clause, 
in its tariffs under which its rate is the sum of two components. 

The first: component is a variable to track,' the1nereases 
or decreases in resale rates ca\:Sed by the operation of Edison's 
fuel clause adjustment conta.1ned in Docket No .. E-8S70., Edison's 
fuel clause adjustment, filed under Federal Power Comm1ssi~n 
rules, changes monthly based on changes 1n Edison t s. reeo~~ecl 
fuel costs. Decision No. 83290 authorized the filiDgby~~Cof . . 

a monthly advice letter trll.cldng (with a':l: adjustment for1osses) 
Edison's monthly fuel cost ra.te change.' sewe's monthly change 
::'n rates- are made effective' upon California ~ssion actio~ 

in sewe's advice letters. Since 'its purchased power·adjus;tment 
clause became effective on August ll~ 1974, :b.erehavebeennine 
increases and five reductions in rates to. scwc ~ s eust~ers. . 

The seeond eo~nent' of SCWC' s: present purchased power 
adjust:nent clause is a constant to offset the effect of general 
ra~e increase in Schedule R-l and Schedule R~2 that Edison made 
effective August 4, 1974 ($122-,621 in' the tabulat1onabove). ~y 

this application SCWC requests that the effect, of Edison's 
September 1973 general rate i.l:lerease in Schedule' R-2 '($,14S.~98S. 
in the tabula~1on above-) 41.$0 be included' in the applieant-' s 
adjustment elause. 

the Bear Valley District is a' seasonal recreational 
area and includes many second homes" therefore, the average 
energy used pe.r domestie customer 'is only approximately 150 KWH 
per mouth, and approximately 75 pe:cent of all b:tll:t.ngs to 
domest1c.customers are for 200 KWH per month or less. At:, the 
rate inCl:'ease proposed by SCWC of 0.413' cents per KtYR, the 
increase to the average uSer would be approximately 62' cents 
per month. l'b.e higher use domesticeustomers·,and,the.· 
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commercial and industrial customers would· incur a greater increase 
in both the amount to be paid and a percentage of prior billings. 

Exhibit C at:tached to the applics.tion shows' that for' 
the recorded year 1974~ adjusted to reflect the effect of 
Edison's general rate increa,ses ,and the offset increase requested 

in this ap?lica.t:(on~ the rate of return would' be~7.68: percent •. 
The Commission staff prepa::red a report dated August 14, 1975-
se~ting forth the results of its investigation and an analysis 
of the application for a general increase. That, repOrt, received' 
as Exhibit 9, sets forth in'l'ablell-C the functional S\':mmBry of 
earnings and rates of return for the test year 1975-forSCWC t s 
Be3r Vall~ District. It shows that based upon present rates 

the net operating :evenue is $155-,200" snd the rate base is 

$:3~195,5CO, showing a rate of return of 4.86 percent .. , For the 
,purpose of this application SCWC has adopted these figures in 
its Exhibit 7 received iu evidence ::0 show the effect of the 
offset, proPosed in this application. Exhibit 7 shows' tba.tthc 
effect of the offs,et proposed would increase total ,revenues by 

$159,600 and operating expenses: in the sum· of $8'5~200for a nee 
. . . , 

operat:Lng revenue increase, in the' SlJ1ll of $74,400. This added 
to 1:l:a.t set forth i.n Table ll-C of Exhib1: 9 would' increase 
total :evenues to $1;635,600 and total operating. exPenses. to 
$1,406,000 to proc!uce net operating. revenue, in the sum' of 
$229-,600, and upon the rate base of $3,.195,.500 ~ouldy:leld 4 

rate of~etu:n of 7.19 percent. This rate of retUrn: is 
signi fieantly below the 7.9 percent :rate of, return recently 

authorized for SCWC's Southwest,. Central Basin,. Culver City, 
Simi Valley, Pomona. Velley, Ba.rstow,and San Gabrie.l Valley 
Districts. Representatives of the. staff bad no ob-j'ect:Lon to 
the proposed' offset being included in SC'wC ts p\:t"chased powe: 

adjus~en='c1euse in its tariffs. 
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Findings 
1. SCWC purchases, electric energy for resale in·. its :sear 

Valley District from Edison on resale service Schedule No. R-l 
at B£.rn1sh Substation and on resale service Schedule No. R-2at 

Gold Mountain. . . 

2. The Commission's Decision No. 83290 dated August ,&,. 

1974 authorized S~C to add a purchased power adjustment clause 
to its prelim1ll8,;y statement. This clause provides for an ' 
inc-rease in rates to. SCW'C customers to: offset the effect,. after 
line losses, of Edison's get:.eral rate increase in sChedUles Nos. 
a-l and R-2 effective August 4, 1974i'O. Federal PowerCQmm:tss1on 
Docket No. E-8570. The purchased power adj.ustment clause 
authorl.:ed ~he1:'ein also provides for, au increase or decrease in 
SCWC rates based on increases or deeTeases in Edison fuel adjust

ment factors and further provides for the prompt refund to 
sewe's customers of any refund from Edison to the extent that a 
correspOnding rate increase has. previously been. passed 'on and 
chnrged to SCWC,' s customers. Provisi.on .1s 'also -made that the 
loss factor is to be revised annually to. reflect ·the ·loss 
factor determined from the recorded results of operation at the 

close of each preceding year. 
3. On September 7, 1973 Edison made effective' under 

Federal Power Co1:l1Uission Docket No. E-817& a general'rate 
increase in its Resale SUvice Schedules Nos. R-I and R-2 to 
SCWC, subject to· refund pending, the final determination' of the 
issues in Docket No.. E-8176. sewers present rates do- not 

include the effect of this cost increase. 
4. The rate of return of SCWC's Bear Valley District for 

test year 1975 at present rates will be 4.86 pereent~ At the 
offset rate increase requested by SCWC the rate' of return· wo~ld· 

be 7.·19: percent. ' 
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5. The purchased power adjustment clause of SCWC t spre

liminaxy statement should be modified to' offset the effect of 
- the September 7 ~ 1973. Edison rate illCl:'ease by increasing the 

rate by 0.41J. cents per 1G1R on a unifo%m basis. ' 

6. It is reasonable to authorize the rate increase to 
d:!.rectly offset the Schedule No. R-2 resale rate increase of 
September 7 ~ 1973~and the modif1cat:ton of the purchased power 
adjustment clause requested by SCWC will not produce rates 
that are higher than fair ~ just, and reasonable and will' not 

produce a rate of return in excess of a fair rate of return for 
the Bear Valley Dis~rict or for SCWC; and the prasent rates and 

charges:t insofar as they d:tffer from those' prescribed by this 

deeis1on.are for the future 'UXljust and unreasonable~ 

The Commission concludes that the app1icati~n should 
be granted to the extent set forth1n the order wr.1ch~ follows. ' 

. ,. 1l 
• • l~ 

.Q~D!! 

IT IS ORDERED that: 
1. After the e£fective elate of this order ~ Southern ' 

~lifornia Water Company is authorized t~ file a revised 
Paragraph 7(d) (and the corresponding revision to Paragraph 7(h» 
of i~s purchased power adjustment c:lause;in its prelimi'Oary 

statement now on file with the Commission as ·follows: 
"( d) For service r.endered on· a:nd after 

adjustment 
-pe-r-KtJ-lt".-,£-r-o-m-'..,.,Cbl""")r-a .... S-o-ve may be 
1ncreased by 0 .. 756¢ per KtJR., . 

The O.756¢ per KWH is the effect 
after line losses of the Schedule 
R-l and &-2 resale general rate 
increase made effective by Edison 
on August 4 ~ 1974 and the Schedule 
R-2 general rate increase made 
effective Septem.ber 7, 1973-." 
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Such filing shall comply with General Ordu No;,; 96-A. The. 
effective date of the revised' para:graphssball be- .four-days 
after the date of filing. The revised paragraphs shall a.pply 

. . 
only to service rendered on and after the effective datetbereof. 

2. On or before Apri.l 1 of each year Southern, califo:n1a 
Water Company shall file with the Commission arev1sion to the 
prel1m1MTy statement indicating the loss factor calculated' 

from recorded results of operation at the elose of each; preceding 
year. 

The effective date of this order is the date hereof. 
Dated at ___ Sa:l:_'_F:a:o._;.;,;,OII_·IC..;.,;;o.~_....."n"I":II~,"=,_~ Ca11fo%U1a~ 

this _' _""'(_~_~ ____ day of ___ HD_SJ_EM....;;;;B..=;£R:.:.-___ ~ 1975 • 

. , . , ' 
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