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Decision S4 03 055 MAR 21 1984 

BEFORE THE PUBLIC UTILI'l'IES COMMISSION OF THE STATE OF CALIFORNIA 

In the Matter of the Application ) 
of DOMINGU:EZ WATER CORPORATION, a ) 
California corporation, for ) 
authorization to increase its ) 
rates for water service. ) 

-----------------------------) 

Application 83-07-01 
(Filed July 1, 1983·) 

Gibson, Du:m and Crutcher, by Raymond L. 
Curran, Attorney at Law, for applicant. 

Alberto Guerrero, Attorney at Law, and 
Willem Ro. Van Lier, for the Commission 
staff. 

O?INION --_ .... - ..... ---
Doml.nquez Water Corporation (DWC) seeks authority to 

~crease its rates for water service. The rate increases proposed 
by DWC are in steps designed to increase annual revenues in test 
year 19S4 by $1,530,900, or 18.0%, over the revenues produced by 
rates in effect until June 30, 1983; in test year 1985 by $3,14,SOO,. 

or 2.9%, over revenues from rates proposed. for 1984; and in test 
year 1986 by $44S,800, or 4.l%, over revenues from rates proposed 
fo: 1985. 

DWC provides public utility water service to approximately 
30,000 qeneral metered customers in parts of Long Beach, Los Angeles, 
Carson, Compton, 'l'orrance, and to unincorporated areas in Los Angeles 
CoUl"l.ty. Included are 22 major industrial custom.ers· which in. 1932 
accounted for 26% o£ m'lc·s total deliveries. Over the past 10' Y,ears 
approximately 60% of the water supplied by DWC.to its customers 
has l:>een Metropolitan Water District (MWD) water purchased. from 
the West Basin !-1u:lieipal Water District and 40% qroundwater'from 
D-;':C·s wells • 
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An informal public meeting, jointly sponsored by DWC 
and sta:E:f, was held in the eveni:c.q on August 25·, 1983' in' the Carson 

City Ball to discuss this application. Each customer was notified 
of the meeting by bill insert. Seven eustomers attended the meeting. 

After due notice, five days of public hearing on this 
application were held before ACministrative Law Judge Main in Los 

Angeles from October 31, 1983 through NovemJ:)er 4, 1983. None o·f 
nNC's customers attended the hearing. DWC presented testimony and 
exhibits through its president, its vice president of finance, its 
operations manager, its construction managoer, and a finaneial con
sultant. The staff studies were presented by a project manager, 
a financial analyst, and two utilities engineers. Concurrent 
briefs were filed November 28, 1983 and a supplement to late-filed 
Exhibit 9 was received January' 26, 1984. 

P:'esent and Proposed Rates 
I 

DWC provides water service under the following s'chedules: 
Schedule No. 1 - General Metered Service' 
Schedule No. 3M - Metered Ir=igation Service 
Schedule No.4 - Private Fire Pro,tection Service 
Schedule No. 9CF - Construction Flat Rate Service 

::::mc proposes to increase its rates for general metered service and 
irrigation service, with the same increases being proposed for 
the co~parable service charges on each of t.""ese schedules. '!.'he 
proposed increase in quantity rates on each of the two schedules 

is si:tila:. 
A tabular comparison of the present rates and the rates 

authorized by tllis decision for general'metered. service is' included 

in Appendix 3 to this decision • 
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Need For Rate Relief 

In its application DNe indicated the need for rate 
relief was caused by continuing increases in operating expenses 
and by increases in rate of return· requirements. 
Rate of Return 

In Exhibit 13 nNC conceded staff's position on 

capitalization ratios for years 1984, 19S5, and 1986, and cost 
~actors £or long-term debt in 1984 and 1985. ~he remaining 
dif:erences are in the estimated long-term debt cost for 1986, 
the reeoI:U:l.ended. range for the return on equity, and staff' s 
recommendation of the mid-point of that range for all three years. 

Lona-Term Debt Cost Factor For 1986 
The difference is caused by the estimate of interest 

rates that might be incurred for DWC's proposed new bonds to be 

issued in 1986. DNC disagrees with two elements o,f the staff 

esti:nate: (aJ the predicted interest rates for 198:6 and (b) 
staff's im?utation of an A bond rating for DNC. 

The staff witness estimated an effective interest rate 
of 12.00% for DWCts $2 million proposed long-term financing in 

1986. His starting point in making this estimate was the average 
o! sL~ mon~~y forecasts, April 19S3-September 1983, by Data 
Resou:ces, Inc. (DR.I) of interest rates on AA-ratea utility bones, 

for 1935. The average was 11.32% to which he added 41 basis po-ints 
representing the spread between AA- and. A-rated utility' bonds 

over an ei;-ht-year period and 25 basis points for issuance cost. 
This yielded 11.98% whieh- he rounded to 12% • 
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The rate of return consultant for DWC perceives a 

downward ~ias i~ DRI's interest rate forecasts, as elaborated 
upon in our discussion o,f return on equity, and contends that 

a Baa rating for DWC's :bo~ds, which are not rated, would::be t:l.ore 
appropriate than an A rating. In consideration of· these two 
factors D~iC submits that a 13.9'% interest rate for its proposed 
J:>Qnds in 1986 is indicated. 

We note that updating the staff witness's ayeraqe of 
s~ monthly foreeasts to include the October 1983 DR! estimate 
of the interest rate on AA-rated utility bonds for 19S5 would 
inerease his 12.00% estimate by 24 basis points. We also note 

that :OWC'·s latest bond issue (Sl,500,000 due 1992), whieh carries 
a coupon rate of 16.75%, was placed with an insurance company in 

~.ay 1982. According- to Moody' s in May 1982, Baa bonds for pU:Olic 
utilities were at 16.68% and A bonds for public utilities were at 
16.04%. In our considered judgment, a middle ground between the 
staff and DWC estimates is indicated. We adopt a 13.00% effective 

rate for the 1986 bonds which translates to an average embedded 
cost 0: debt of 11.01% for 1985. 

Return on EO'Ui tv 

'l'he staff wi cess recommended an equity allowance in the 
ra:lge of 14.00% and 14.50%. He performed a risk premium analysis 
~~d discounted cash flow (DCF) ~~alysis for water utilities to 
deter::1ine the reasonableness 0: his recommended range. 'rhe results 
0: his' DCF analysis are that the cost of equity for water" utilities 

ranges from 13.47% to 13.66%, while his risk'premiumanalysis shows· 
a higher range of 14.44% to l5.30% for the expected. return:s on 

CO::lmon equity. The a.verage of the DCFand risk premium ana.lyses 

was 14.29'% • 
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The rate of return consultant for DWCmodified the 
forecasted 10- and 20-year T-bond yields used in staff's riSk 
p::emium analysis to adjust for a downward bias that he perceives 
to exist in the in.terest rate forecasts of .DRI. This witness 
showed that the DRI foreeast for 20-year T bonds increased 15.5% 
between June 1983 and October 1983, which was the interval between 
the San Gabriel Valley Water Company rate proceeding and this 
ease. He also showed that DRI's forecast of ZO-year T-bond yields 
fo~ Februa--y 1983-July 1983 turned out to be 7.4% lower than the 
actual yielas. His adjustment to staff's risk premium analysis 
supports a range of 15.59% to 16.98% for expected returns on common 
equity. When averaged with the DCF figures that staff presented, 
a ~an9'e Of 14.66% to 15.20%, with a I:lid-point of 14.93%, results 
:o~ retu.-n on equity. 

We note that at the hearing the staff witness provided 
~e October 1983 DR! forecasts of 10-year and ZO-year T-bond yields. 
for 1984 and 1985. Following staff's practice of using the average 
of the three most recent DR! forecasts, the Oetober 1983 data would 
:tl.ove the ranqe of the risk premium analysis from. 14.44'% to 15.30% 
to 14.90% to 15.80% for the expected returns on common equity. The 
average of the DCF and the risk premium analyses adjUsted for this 
later data is 14.47%. 

In light of the foreqoi~q discussion and our review of 
the entire record, we are convinced that' the high end of s·taff's 
recommendation should be adopted. We, therefore find a 14.S0%
return on COmx:1on equity reasonable, for the test years~ The 
adopted capi ta.l ratios, cos.t factors, and, the resultant rates·· 
of return are tabulated below • 
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'-

· · Capital .. Cost .. Weighted .> 
· · . .. . 
· Coml?2nent .. Ratios .. Factors .. Cost . .. · . . .. 
Average Year 1984 

Long-Term 'Debt 49.50% 10.61% 5.25% 
Preferred Stock 4.50 5.00 .23 
Common Eqg.i ty 46.00 14.50 6.67' 

Total 100.00% lZ.>lS%" 

Average Year 1985 
Long-Tent Debt 49'.SO% 10.62% 5.2'6% ' 
P1:e£erred Stoek 4.50 5.00 .2'3-, 
Common Equity 46.00 14.50 & .. 67 

Total 100.00% 12~.16% 

Average Year 1936 
Long-Term De:ot 49.50% 11.01% 5,.45% 
Preferred Stock 4.50' >.00 .23: 
Common Equity 46 .. 00 14.50 6.67' 

Total 100.00% ' 12.35%:, 

Results of Ooerations 
During the course of the hearing and through' jointly 

sponsored late-filed Exhibit 9 DWC and staff adjusted their 
respective studies of operating results to accommodate later data 

and agreements reached on certain of their differences in estimates. 
DWC and staff, however, continue to differ on a number of issues. 
~ese include the computation of power consumption, the proposed 
meter replacement program, vehicle leasing, management salaries, 

pensions and benefits, and utility plant additions. 
In ~al:>le 1, which follows, th.e results'for the test 

years, as ~~own in late-filed Exhibit 9, and the operating results 

we adopt for. DWC are set forth • 

-6-



r 

.. ... 

• 

• 

• 

A.83-07-01 ALJ/EA ALT/COM/'WTB 

: 

Table 1 

DOMINGUEZ WATER CORPORATION 

Estimated Summary of Earnings 
(Test Year 1984) 

: Present Rates :Authorized: 
:, __________ ~I.t~e_m __________ ~:~U~t~i~l~it~y~·~. __ S~t~a~f~f __ ~:_A~d~o~p~t~e~d~: __ ~R~a~te~s~ __ : 

Operatinq Revenues 
Operating Expenses 
~ 

Purchased Power 
Transportation 
Meter Repair/Repl. 
All Other 

Subtotal O&M 

A&G 

Payroll 
Pension & Benefit 
Transportation 
All Other 

Subtotal A&G 

General Office Prorated 
Balancing Account 
Depreciation 
Taxes Other Than Income 
con 
PIT 

Total Ope:. Expenses 
Net Operatinq Revenues 
Rate Base 

Rate of Return 

(Dollars in 'I'housands) 

$11, 3.15.6*$11, 31S .. 6-*$11,315~6 $11,,744.4 

743.4 
68.1 

169.0 
5,891.6* 

6,8:72.1 

395.1 
287.4 
54.4 

610.7* 

1,347.6 

(23.3) 
49.9 

662.9 
246.2 
129.9 
608:.4 

9,893.7 

1,421.9' 

14,.3'19.9 

9.93% 

726.1 
'59.0 
75.0 

$,86$.2*' 

6,751.7 

379.7 
236.3 

37.'8 
610.7* 

1,264.5 

(23.3) 

664.8: 
2'46.2 
150.8: 
696.0 

9#"750.7 

1,564.9· 

14,153.1 

11.·06·~ 

743,.4 
, &8:.1 
75.0 

5,,891.6 

6,778.1 

395.1 
287.4 
54.4 

610.7 

1,347.,6-

(23.3) 

66·4~.&, 
247.2 
134';.9 
62'5.9 

9,77$ .. 0 

1,540.6-

14,36$..5 

lO.72~ 

(Reo: Fiqure) 

, 743.4 
68:;..1 
75,.0' 

5, B93:.5. 

6,780.0 

395,.1 
287 ... 4' 
54~4 

&17.1 

1,354.1' 

(23;': 3) 

6,&4.6 
247.2 
175.3 
800.7' 

9,99'8-.& 

l,745:.S-

14,,368'~S 

l2.1SX 

* Modified in accordance With the supplement, received January 26, 
19$4, to late-filed Exhibit 9 sponsored Jointly by Dwe and s·taff. 
The supplement reflects the impact of the $53 per acre-foot 
increase in the cost of MWD water which became effective .Januar,{ 1, 
1984 • 
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: 
: ;J:tem 

Table 1 

DOMINGUEZ WATER CORPORATION 

Estim~ted Sum~ary of Earnings 
(Test Year 1985) 

: P,esent Rates 
: Uti lit): : St~fx : Adopted 

:Authorized: 
: "B~tes : 

COol lars in Thousands) 

Operating Revenues $11,392.6*$11,392.6*$11,39'2 .. 6* $12,001.1 . 
~rat~n~ E~n~es 

.Qg:l 

Purchased Power 743.4 726.2 743· .. 4 743.4 
Transportation 79'.7 62.0 79'.7 79 .. 1, . 
Meter Repair/Repl. 178..0 80 .. 0 80.0 80~0 
All Other 5,973.5'" 2,973:.5-'" S, 973. S S, 976. ~ ... 
SUbtotal O&M 6,974.6 &,841 .. 7 6,8.76.6 6,879 .. 3' 

A&G 

Payroll 419.$ 403.3 419.5- 419.5 
Pension & Benefit 306.2 247,;6- 306 .. 2 306,.2 
Transportation 63.8 39'.9 63.8 &3.8. 
All Other 632.4* 63:5.4* 632.4 64l·2; 
Subtotal A&G 1,421.9 1,32&.2 1,421.9 l,431.0 

General Office Prorated (23.2) (2-3 .. 2) (23-~2) (2'3.2) . 
Depreciation 687.5 69&.$ &93-.. 3- 0.93~3" 
Taxes Other Than Income 260.4 260.4 . 262.;4 26.Z~4 
CCFT 1l8 .. 2 141.1 12'3.6 . 180:.9' 
FIT 5~9.3 &2;5.4 575.2' 823.4 

Total Opera Expenses 9,998.7 9,898.1 9,929.8 10,247.l 
Net Operatinq Revenues 1,393.9 1,494.$ 1,462.8 1,75-4.0· 
Rate Base 14,351.9 14,254.0 14,424.2 14,42.4.2 
Rate of Return 9.71X 10.48X 10.14X lZ.'l&X 

(Red Figure) 

* Modified in accordance ~th the supplement, received January 26, 
1984, to late-filed Exhibit 9 sponsored jointly by DWC and staff. 
The supplement reflects the impact of the $5-3 per acre-foot 
increase in the cost of MWD water which became effective January 1, 
1984 .. 
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We will now address the differences in the estimates. 
Purchased Power 

DWC' s estimate of purchased power exceeds the staff's· 
estimate by $17,300 in 1984 and 517,200 'in 1985. The difference 
results from the use by staff of a lower power consumption per 
acre-foot (kWb/AF) of water procluced. The staff figure of 587.S 

kWh/AF ·"'ClS obtained by takinq the average for 1980, 1981, and 1982 
without adjustment for the "in-lieu prQ9ramHl! made use of in those 
years but not expected to be cost-effective d.urinq the test years. 

The DWC fi9'Ure of 607.2 kWh/AF includes a.n adj.ustment 
to recoreed data to account for wells, which were the least efficient 
ones, not in operation due to participation in t..i.e "in-lieu program". 
Equally important, it is supported by an evaluation of recent pas.t, 
current, and projected pump overhauls and problems beinq experienced 
wi thin certain a::tW£er formations. DWC, as of October 1983, was 
projectinq an averaqe of appro~ately 640 kWh/AF for ~9S3 operations. 
HOwever, DWC believes its 607.2 kWh/AF continues to· be representative 
:or the test years :because of the work done thus far on the we 11s 
a.."'ld pu::tps plus the timely cot:1pletion of certain further remedial 

~=ojects. 

We find DWC·s estimate ~ore reasonable and therefore 
acopt 607.2 kWb/AF for use in computing power consumption for 
producing water' fro~ DWC·s wells in the test years. 

y Unce: this proqram MWD makes available a lower unit., eos.t for 
!orRD water purchased in lieu of pumpinq water from the ground
water basin. 

. . 
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'l'ranS'OOrtation Expense (Vehicle Leasing) 

DWC' s estimates of transportation expenses, which appear 
partly in O&M expenses and partly in A&G expenses, are higher by 

a total of $25,700 for the test year 1984 and $41,600 for the test 
year 1985 than staff's because DWC has included in its estimated 
transportation expe~e the costs relating to the leasing' of the 
vehicles aequired. and to be acquired subsequent to the recorded 
1982 year. 

Staff arrived at its estimates for transportation expense 

~ escalati~q the 1982 recorded acou:c.ts, which it found to- be 

reasonable, using the nonlabor in£lation factors recocmended by 

the Co~ssion's Revenue RequireQcnts Division's Economic Unit. 
Staff, in its report (Exhibit 7), made no provision for either 
~e lease or the purchase of the additional vehicles which were 
a~ired du=~<; 1983 or which miC proposes to· acquire during 1984 

and 1985. The explanation for staff's leaving the costs of the 
new vehicles out of its report entirely appears to be an uncertainty 

as to whether DWC should be allowed,. for ratemaking pu-..,:>osesi- to 
lease its vehicles rather than purchase them. Staff's estimated 
results of operations, as shown in Table 1, are consistent with its 
position ta~en at the p~lic hearing that these vehicles should 
~ purchased :=ather than leased. To provide that consistency, 
aejus~e:ts were made in late-£iled E~bit 9 t~ provide for 
depreeiatio:l on these additional vehicles and to increase- the· 
rate base ":0 reflect the adcliti~nal cost of· purchasin~.~ needed 
vehicles fo= 198'3 and for· the tes't· years- 1984··and 19S5~ 
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It is DtolC' s position, as reflected in the testimony 

0: its vice president-finance and in late-filed Exhibit 14, that 
it will be to both DW'C' s and its customers' economic: advantage 

to lease the vehicles acquired -in 1983 and to be acquired in the 

test years rather than to purchase them. We are not convinced, 

however, that a clear economic advantage has ~en shown for 

either leasing or purchasinc;. It appears to be a very close 

question whic~ staff did not evaluate. 
Since there appears to be little difference in econocic 

e~~ect, ~e see no valid ;eason for taking exception to· DWC's 

preference for leasing. Our adopted operating results incorporate 
~e e:fe~s of leasing vehicles :0'1 including DWC's estimates of 
tr~S?Ortatio~ expense and by reflecting less depreciation expense 

($9,100 less ~or 1994 and S12,100 less for 1985> and less rate 

:base ($95,900 less for 1984 and 5139,000 less for 1985·) than 

est~ated by staff_ 
Meter Re~irrgeo1acemcnt 

D-;.rC has insti t..,.ted a replacement progrw. for 5/8'· by 3/.(. .... 

::teters which ~ve been in serv'ice for 20 years or lonqer. The 

prcx;=a: is intended to brine; DiiC into compliance wit.."l. the requi.:'e
:ent 0: General Order (GO) 103 that meters smaller than one inch 

be tested at least every 20 years. 

~ccording to Exhi~it 21, DWC has :ound that it costs 

less to replace the 5/S" ~y 3/4" size meter .. tha."l to repair it:.. 

It is ImC' s posi tion that rleters to' be replaced should not· l:>e· 
tested, since ~ecause of their lonq service (20 years-or c.ore.) 

it would not be practical to return them: to regular service wi.th

out inspection and neeessa..-y repairs even if they were to test 

aco:rate1y • 
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Staff opposes ~e proposed replacement progran. The 
staff witness contends that meters should only be repaired or 
replaced if the tests required by GO 103 show the meters not to 
be operating within the licits of accuracy prescribed. However, 
if the meters fail the test, staff does not dispute that it is 
less costly to replace 5/S" by 3/4" meters after 20 years·of 

se.-vice ~ to repair them. 
To gain infor.cation on the accuracy and cost of repa~r~nq 

5/S" by 3/4" meters that have been in service for 20 years or 
10nqer, DWC randomly selected 61 such meters from its 47 billing 
districts for testing. Two companies were seleeted for the 
testi:lg a:ld necessary repairs. Thirty of the ::neters were sent 
to one company and the remaining 31 meters were sent to- the other. 
The average age of these meters was 28.3 years. The results were: 

1. The ave:r:age cost of testi:lq was $8:.54 
per meter. 

2. None of the mete.:-s tested out withint.i.e 
limits of accuracy prescribed by GO 103 
for new meters. 

3. Three of the meters tested out within the 
l~ts of accuracy prescri~d by GO 103 
for repaired meters. 

4. The aver~qe cost of repairs was $33.25 per 
meter. 

'the $33.25 repair cost compares with a current cost of purchasi:lg' 
a ne".r 5/S" by 3/4" meter of 526 plus 51.69 sales tax, or 527.69. 

Exhibit 22, Meter Proqr~ Survey, covers the practices 
0: t.i.e water departments 0: the Cities of Los Ange-1es·, San Diego" 
and Lo:lq Beach and those -of- several i:lves.tor-owned- water utilities • 
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It supports the intuitively plausible practice of requiring that, 
when meters a;ter 20 years of service are pulled ~or testing to 

be done at the meter shop, the meters be inspected and have their 
worn parts replaced before being returned to service. For the 
staff witness's contention (that only meters failing the test 
should be repaired) to have practical application, field tests 
of J:l.eter accuracy through the use of standard meters would not 

o::l.ly have to be a practical and economical alternative to testing 
at the meter test shop but would have to be redone periodically 
and with increasing- frequency, because of the meter's aqe, on 
any meters that pass the test. 

Accoreinq to GO 103, "standard meters may be used for field 
tests of meter accuracy provided they are tested and calibrated 

to per.Qit the test of meters within the' limits of accuracy reqaired 
'::Iy these rules, either by the, utility with its volumetric or 
wei~ht standard equipment or by an, approved laboratory at least 

once every 60 days while the standard meter is in use and a record 
of such tests shall be kept l:>y the utility for a, period of not 
less than five years." As a rule, utilities dO' not field test 
because it is J:l.ore expensive and less accurate ~~an shop testing 
which can provide controlled, consistent conditions. Moreover, 
utili ties typically do not "pretest" ( i • e., test meters. prior to' 
repair) J:l.eters once they have reached the established age for 

testing. 
-tie see then, as a ,practical' matter, these, small meters, 

would not l:>e field tested. Since their replacement'is·less .. 
costly tha."'l their repair, they should be repla.ced. without testing: 

as proposed l:>y DWC~ 
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DWC's meter replacement program calls for catchinq up 

to the 20-year cycle by replacing 4,000 meters per year in 1984-1986-. 
After 1986, DWC woule be on the 20-year schedule and replace 1,000-
1,200 ~eters per year. DWC proposes to expense rather than capitalize 
the replacement me~ers. Staff also· opposes this proposal. 

In Exhibit 19, Mete: Replacement - Capital vs. Expense, 

revenue requirements were projected for 1984-2003 usin~, in the 
capitalization ease, rates of return and capital rat10s recommended 
by staff for the test years. We have extracted from Exhibit 19 
~e strea::lS of revenue requirements shown in columns (c) a."le. Cd.) 

0: Table 2 below. 

Year 
W-

198~ 
1985 
1986 
1987 
193$ 
1989 
1990 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
1999 
2000 
2001 
2002 
2003 

Total 

Table 2 
20-Xear Meter Replacement Progran 

Capitalization vs. Expensing 
Meters 

Expensed 
No. of (Cost of Meters 
Meters Meters) Ca'Oitalized 

( :C» (c) {cU 
(Dollars in Thousands) 

4,000 $116.0 $ 27.6 
4,000 122.0 53.7 
4,000 128.0 79.7 
1,000 32.0 SO.6 
1,000 32.0 81.9 
1,000 32.0 83.1 
1,000 32.0 83.8 
1,000 32.0 84.1 
1,000 32.0 84.1 
1,000 32.0 8·3.9 
1,000 32.0 83.7 
1,000 32-..0 84.0 
1,000 32.0, 84.8 
l,OOO 32.0 8&.l 
1,000 32.0 $6.9 
l,OOO 32.0 87.8 
1,000 32.0 88.3 
1,000 32.0 88.9 
1,000 32 .. 0 89.2 
1,000 32.0 89.4 

29,000 $910.0 $1,.611.6. 

-14-

Difference 
(c)-(d,)-(c) 

$-38.4 
-68.3. 
-48.3 

48.6 
49.9 
5,1.1 
51.8-
52.1 
52.1 
51.9' 
51 ... 7' 
52.0 
52:.8. 
54.1 
54.9 
55.$ 
56.3: 
56.9 
5-7 •. 2 
5-7.4 

$701.6. ' 
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We have determined that the meters capitalized revenue 
stream (column Cd» equates to the meters expensed revenue stream 
(column (c)) at a nominal interest rate of 19.2% (19.15·4%). That 
is, the present worth of the two revenue streams is $353,000 at a 
discount rate of 19. 2X. From another perspective, the calculations -/ 
resulting from the above tabulation shows that after allowing for ./' 
a 7% inflation rate, expensinq rather than capitalizing the meters 
can be viewed as benefitting the ratepayers with the equivalent of 
a 12% real return after taxes. 

Fundamentally, the outcome of comparing such revenue 
streams on a present worth baSis is that customers prefer capital
ization if and only if the customers t discount rate exceeds the 
utility's pretax rate of return, the latter from this record being 
approximately the 19.2% nominal interest rate which we found equates 
the two revenue streams. It is likely that the majority of customers 
would perceive their discount rates to be sufficien.tly below 19.2% 
to make expensinq their preference in this instance,. providing that 

~ those customers are willing to pay additional rates for a n~~r of 
years. 

capitalization still, of course, can match costs with 
'benefits over time and mi~imize any dislocation or adverse impacts 
on ratepayers. However, in this instance where there are large 
annual expenditures for meters, expensing significantly distorts 
the matching of costs with benefits over time and could cause 
adverse impacts on the ratepayers. From the ratepayers' standpoint, 
capitalization has tended to become less cost-effective than expensing 
as rates of return have increased over the years in response t~ 
capital market conditions and as changes recently made in the. tax . 
laws have effectively precluded the flow-through to· the ratepayer of 

/ tax benefits realized by utilities. DWC should have petitioned the 
Internal Revenue Se~ce to obtain the necessary approval of 
expensing the meters instead of capitalizing the replaced meters. 
Without such approval the tax consequences of such a change are 
'Ullcertain • 
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The Uniform Syst~ of Accounts fo. Water Utilities 
(US of A) aC!.opted by this Commission prescribes, under utility 
pl~t accounts at page 61, accounting for meters and meter 
installations as follows: 

"346 _ Meters 
"A. This aceount shall include the cost of 
meters used for measuring the quantity o,f 
water delivered to users, whether aetually 
in service or held in reserve. 

"B. linen a meter is permanently retired from 
serviee, the amount at whie."l. it is ineluC!.ed 
herein shall be cre~itea to this account. 

"e. The reeords covering'meters shall be so 
kept that the utility can furnish info~ation 
as to ~~e number of meters of each type and 
size in serviee and in reserve as well as the 
location of each meter included in this account. 

"Items 
"1. Meters, incluc.ing badqinq and initial testing. 
"Note A--At its option the utility may include 
in this aceount the expenditures proviC!.ed for 
in Account 347. (See Note B und.er Account 347_) 

"Note B--The eost of testing ~eters for' accuracy 
(except initial testing of new meters), repairing, 
replaCing internal parts, and reconditioning for 
ft::'t.~er service shall be cha:ged to Account 764 r 

Maintenance of Meters. 
"347. Meter Installations 
itA. 'l'his account shall include the-cost of labor 

e:1ployed, l:taterials used, anc. expenses incu:::-red 
in connection '~th the original installation 0: 
:neters. 

"0. ~'1hen a I:I.eter ins,'tallation, is" per:na:l:ently 
::-ctired fro::t service, the cost' the,reo£ shall', 
~ ereeited to. this accoun~ • 
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"Items 
Ill. Meter yokes. 
112. Meter fitting's, connections and shelves. 

"3. Meter vaults or boxes. 
"4. Stops. 
"Note A--The cost of removing and resetting, meters 
shall be charqed to Account 754, Meter Expenses. 

"Note B--At its option the utility may include in 
Account 345 or in Account 346 the expenditures pro
vided for in this account. If the utility exercises 
either of the options herein authorized it may not, 
without first securing authorization from the 
Co~~ssion, thereafter alter its procedure in regard 
thereto. " 

The cost of testinq/repair of meters has been consistently 
treated as an expense item. In this vein DWC submits that meter 
replacement is merely another way of effectinq repairs and if condi
tions change so that repairing is again the lower cost alternative, 
the cost of the repairs would be expensed. In short, DWC's 
supporting rationale is "repair" by replacement. We note that 
california American Water Company and Suburban Water Company 
currently replace the old meters with new meters without repairinq 
the old meters. However, 'both companies capitalized the' new meters 
instead of expensing. 

Despite the supporting rationale, expensing replacement 
meters would still be a deviation from the US of A requiring our 
authorization. Because permitting deviations of this kind for an 
individual company runs counter to maintaining uniformity of 
accounting and comparability, they are undesirable, since it will 
affect all the water utilities as a whole. We will deny a,devia
tion from the US of A at this time. It appears to us that a major 
policy change should not be made unless other members of the water 
industry affected have been given an opportunity to express their 
views and the staff has fully analyzed the issue on how it may 
affect G.O. 103, US of A, economic impacts on ratepayers and water 
utilities, potential IRS treatment, and the possible effect on the 
gas and electric meter replacements. 
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In addition, the US of A for the water industry is being 
revised nationally at this time. The issue of expensin9 the meters 
instead of capitalization should be brouQht to the attention of 
NARUC who is workin9 on the revision of the US ofA. Therefore, 
we direct the staff to work with the NARUC and the California Water 

Association in this matter. 
The adopted results of operation incorporate 'the effects 

of capitalizing the replacement meters as required by.the current. 
US of A. .., 

Management Salary Increases 
. 

The difference in the estimates of the payroll portion 
of A&G expense is attributable to a staff adjustment to. management 
salaries. Staff's review of six of DWC's hi9hest paid officers 
and managers indicates that this group, for the recorded years 
1981 and 1982, received higher percentage salary increases than 
the other employees. They received15.2%'average increases for 
1981 and 16.0'0 for 1982. 'I'he other employees received 13·.2)0 for 
1981 and 8.3," for 1982. For purposes of rat.emakin9, staff 
escalated the 1980 recorded salaries of the group of six officers 
and managers by the percentage increases granted to the remaining 
e.."nployees. This results in a difference between staff and DWC~s 
estimates of 1982 total payroll of $21,000. The effect of this 
downward adjustment carried out to the test years on expensed' 

payroll is $15,400 for 1984 and $.16,200 for 1985· • 
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Sta:ff did not put forth any. specific reason why the 19S1 

and 1982 increases in the payroll account relatinq to the positions 
of the qroup of s~ officers and managers were deemed to be un

=easona):)le except that they were larger than those qranted to the 
balance of the employees. In Exhibit 29 Dwe demonstrated. that 
its nine manaqers and officers as a group from 1978 to 1982 

actually received percentage increases which were less than either the 
increases granted to the other employees or the increases 
in the cost of livinq. It was also explained. that some of the 
management personnel were promoted durinq this five-year period 
to positions wi~ more extensive responsibilities and obliqations 
whicll. warranted a commensurate increase in pay- ~his evidence 
was u:lcont:overted and no attempt was made by staff to point out 
any particular officer or manager whose compensation was deemed 
excessive. I>~'lC's president testified that DWe had made a study 

of the salaries paio. to persons holding similar positions in other 
regulated public utilities and that it diQ not appear that the 

salaries paio. by DWC to officers and managers having similar 
responsibilities and obligations were excessive or unreasonable. 

Staff's proposed adjust::lent to the 1982 recorded payroll 
a~a:s to lac."" j'C.Stification. DWC' s esti:cates 0: the payroll 
po=tion 0: A&G expense for the test years are therefore found to 
:oe more reasonable and we adopt them. 

Pensions a.nd Benefits. 
In comparinq staff's and DWC's estimates we note that 

the DWC esti:1ates reflect new premiu:\ rates for group health' 
insurance. ':hey also reflect a different factor for allocations 
between capital/subsidiary and expense ~~d a difference due to 
the effect of staffts disallowinq a portion of manaqement salaries 
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as discussed above. 'the new group, health insurance rates cause' 

DWC's estimates to exceed staff's by $24,000 in 1984 and $25,700 
in 1985, and the remaining differences cause DWC's estimates t~ 
exceed s'ta£:'s by $27,100 in 1984 and $29,900 in 1985. 

Staff accepted DWC's expense to capital/subsidiary 
allocation ratio in preparing staff estimates of payroll expensed 
and is therefore inconsistent in not accepting the comparable 
ratio for the allocation of pensions and benefits. Because of 
this inconsistency and in liqht of our above resolution of manaqe

~ent salary issue, we find DWC's pertinent est~ates in this 
regard (i.e., the $24,000 higher in 1984 and $25,700 higher in 
1985) more reasonable and adopt them. DWC did not learn of the 

significantly higher group health insurance rates until late 
October 1983. Aecordin~ly, DWC was not able to provide ~~s 
info:=ation to staff in tice for staff to ~ake any adjustments 

to its report it might deem proper. 
Staff does not dispute the fact that hig-her rates than 

originally esticated by DWC and adopted by staff for its report 
will prevail in the test year. Counsel for staff contends, however, 
that inclusion of the new premium rates. for qroup hoalth insurance 
violates the notice requirements of PUblic Utilities Code Section 
",54 a.:ld t.,'le Commission's Rules of Practice and Procedure Nos. 23. 
and 24. :'le disagree. 

No such violation exists and for good reason. Counsel's 
contention, if valid, would run counter to the,rate case pr.ocessL~g 
plan for water utilities in that general rate increase' applications 
~der this pl~~ are intended to encocpass a three-year ratemaking 
cycle. It would similarly preclude the staff's caking proper use 
0: t.~e later data which oecome available as staff makes its 
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investigation and prepares its report on results of operations. 
In this proceeding DWC has increased its estimates of net operating' 
revenues at currently effective rates and reduced its estimates 
0: rate base for the test years in relation to, the estimates used 
in the application. It has als~ reduced its requ.es~ed rate of 
return ane. return on equity :rom. the levels sought in the 
application. 

Counsel·s contention on notice requirements is invalid. 
We find D1'iC's estimates of $.287,400 for 198-4 and $306,200 for 1985 

for pensions and benefits more reasonable than staff's estimates 
and adopt the:n. 

Ba13nci~a Account Adius~ent 
Revenues at present rates reflect, in part, an increase 

in rates, effective July 1, 1983, to cover an undercollection in 
t!le balancing account (Advice Letter 121, Resolution. W-3097). DtiC 

and sta:Ef agree that failure to make sot:\e adjust::l.ent to "reflect 
that portion of the allowance for the balancing account ae.justment, 
which will not have been recovered by the time this decision 
becomes effective, will in effeet deprive DiV'C of a portion of the 
i.'"'lc:ease ;:'a:lted by the advice letter and of the oppor.tu."'ti ty to 
recover t.~e une.ercollection. 

In its estimated operating results for 1984 :O~'lC has 
i."'lcludee 549,900 as a:l ope=atin~ expense, which it estimates to. 
be the a:lou."'lt re=lai:U:::lg to be :-ecovered, during the, period froe 
Pcbrua..-y 1984 tllrough June 1984. Rather than including the u."l

recovered a::.O'Clt in operating expe~ses, we :ind it preferable to 
r~ve it put back into the balancing account and our order will 
so provide. T~e applicable period determinative of the unrecoveree. 
~our.t ~~~11 be froe ~~e effective date of the rates authori:ed 
~J this decision th:'ouqh Ju.""le 1984 • 
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Deoreciatio.n and Rate Base 
As noted earlier, part o.f differences between Di'1C and 

s~:= in their estimates o.f depreciatio.n and rate base is due to. 
Di'lC's estil:1ates reflecti:lg the expensing Oof small meter rep1ace
:ents and the leasing of vehicles. ~he re=aininq differences are 
e~e pri=arily tOo DWC's estimates refleetinq'new computer 'equipment 
~d larger co.nst-~ctien budgets. 

~he new computer equipment would cost $62,600 and is 
:leeded (1) to. upqrade Dwe',s system. to. comply with our stated 
objective o.f encouraging re3>Qrt card billing for metered customers·,. 
(2) to submit ~-roDFI noTater Utility Data File Input) o.n a monthly 
basis to. the Co.~ssio.n, ~~d (3) to. upgrace o.bsolete disc drives. 
In a .lette: cated August 2':', 1983 to.· water utilities (E:x:hibit 25), 
~e Co~issio.n's Executive Directo.r stated in part: 

" ••• the Co~ission Vo.ted to vigo.ro.usly 
encourage report card billing fo.r metered 
custo.=ers. L~ addition to. the info.=matio.n 
already included o.n bills, report card :bills 
pro.vide descriptien o.f the service and co.m-
:c.odi ty c!'larqes to. enable a custo.mer to.' 
understand how the total bill is calculated. 
These bills also. state the previo.us year's 
water use for the same billing perioc. p for 
the customer's comparison. The Comcission 
believes this type o.f info~ation, now being 
pro.vided by energy ~tilities to. their custo.mers, 
no.t only encourages co.nservation but also. 
assists bud~et-conscio.us faIlilies to.- plan 
~heir expenses :better • 
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"The goal is to have all water company bills 
desiqned to provide this inforI:1a tion C two 
examples of report card billinq are attached 
to this letter). The Commission realizes" ,how
ever, that the limitations of existing billing 
systems for many of you may prevent this from 
being a reality in the near future. During the 
interim periocl, therefore, the Commission is 
directing water companies to furnish their 
customers wit."'l a ~ill insert (sample attached) 
to eeseri~ all billing charges. This should 
~ sent to your metered customers at least once 
a year and whenever a rate increase is effective. 
~or example, cocpanies may routinely send ~~is 
insert in June; if the company re<:eives a rate 
increase the following October a new bill insert 
would be sent then to explain the new rates. 

"We are asking' that all affected companies (those 
providing metered water to customers) notify the 
Hydraulic Branch by NovemJ::>er 30, 1983, of your 
plans to carry out this directive and to submit 
a copy of the bill or bill insert for Commission 
files. Our staff will also be monitorinq com
pliance with this policy in your rate cases. • •• " 
DWC has difficulty in submitting monthly data to the 

Coc::l.ission staff under the WUDFI proqra.m. because DWC's present 
data equip~ent system is not capable of handling the tape format 
required. That is, a 1,600 BPI Cbits per inch) tape is required 
b~t DWC's present equipment handles only 800 BPI. 

The staff witness opposes the computer upgrading, 
contendin; that a combination of a once-a-year or a whenever-rates
~~qe bill insert, desiqnated as an interim measure in Ex.~ibit 
25, supra, ~d ~~owing on the bill the usage in the s~~e billinq 
period for the previQus year, is all that is necessary to 
acco~lish :eport card ~illinq. ~his contention is deficient 
in that it overlooks that showing the service charg'e and quantity 
rates on the ~ill is an integral part of report card billing. Staff 
counsel applies the arglment on notice, whiCh. we rej'ect~d earlier, 
to this computer upgrading • 
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A $62,600 expenditure of a utility serving 30,000 
custocers to upgrade its data processinq equipment in order to 
ceet the three needs specified is reasonable and has been 
:e~lectee ~ our adopted operatinq results. 

Different estimates of 1983 plant additions affect 1984 

and 1985 rate base estimates. Exhibi ts 16- and 17 and the uncon
t:'overtee. testi:1ony of DWC' s construction manage: make it evident 
that the net increase to net utility pla.nt due to 1983 plant 
a.dditions over the sta!f estimates, after consideration of changes 
to the eepreciation of this plant, would be $275,400 for test 
year 1984 and $268,100 in test year 1985. The rate base estimates 
of DWC a:lc. staff further differ by $65,000 in 1984 and $6.3,000 
in 1985, as the result of staff· s using' ~l. 7% of Dl'lC' s budqeted 

aI:lOtt:l.ts o£ plant additions for the test years. 'rhis· staff adj,ust
ment is generally supported by a comparison of thebudqetedversus 

• actual ~nditures for plant ado.itions over the period: 1978 
throuqh 1982. While its use is appropriate for the test years 
1984 and 1985, it is not for 1983 in light of DWC·s showing on 
1983 plant ado.itions in that it appears virtually certain that 

plant ac.c!itions at the level projected by DWC for 1983 will be 
completed, or nearly co~pleted with the small incompleted part· 
i..." eonst.""'Uetion ·N'ork in proqress, by the end of 1983. We find 
DWC's estimate o! plant additions for 1983 to be more reasonable 
than sta=~'s and the staff's est~~ates of plant additions for 
1984 a..."'1d 1985 to be more reasonable than DWC' s •. 
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~ In summary, our adopted depreciation expense and rate 

~ 

~ 

base reflect the leasing of vehicles, the capitalizing of 5/8" 
by 3/4" replacement meters, the upgrading of data processing 
equipment, and the 1983 plant additions as projected by DWC. 

'!hey reflect the 1984 and 1985 plant additions as projected by 
staff. 

Adopted Quantities 

A compilation of the adopted quantities reflected in our 
adopted operatin9 results and the adopted income tax compilation , 
are contained in Appendix C to this decision. 

Authorized Revenue Increases 

By compari~q the entries for operating revenues in 
Table 1, it can be seen that (1) the rates to be authorized for 
test year 1984 yield additional oross revenues of $428· ... SOO which 
represent a 3.79X increase over revenues at present rates, and 
(2) the rates to be authorized for test year 1985yield additional 
qross revenues of $608,500 which represent a S.34X increase over 
revenues at present rates. In addition, a third set o·f rates will 
be authorized to allow for attrition in rate of return after test 
year 1985. This is in keeping with our intention that the 
districts of Class A water utilities will not file a general rate 
increase application more often than once in three years. 

The attrition to be allowed for after 1985 has an 
operational component and a financial component. Its operational 
component is 0.58X as indicated by the 1984 rate of return of 
10.72x declining to 10.14X for 1985 at present rates as shown in 
Table 1. Its financial component is the adopted estimate of 
financial attrition in rate of return between years 1985 and 1986, 
of O.19X (i.e., the d1fference between the weighted cost of lonq 
term debt of 5.45x and S.26X for years 1986 and 1985 ... respectively). 
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To offset the 0.77% combineo financial-operational 
attri~ion rate, we may authorize a step, increase for 198& of up 
to $232,000. :owe will be requireo to file an aovice letter with 
supporting work papers on or after November 15,. 1985 to Justify 
such an increase. Fixinq rates in this way results in .a better 
matching of the consumers' interests that setting a hi9h initial 
rate which would yield the adopted rate of return for a three
year average. The required supplemental filings will permit 
review of achieved rates of return before the final step increase 
is granted. Since the company is proposing a very extensive meter 
replacement prQ9rGm for the next three years, we will also· require 
evidence that the program is proceeding satisfactorily before 
authorizing 1985 and 1986 step rates. 

Rate Design 

There were no siqnifieant issues between :owe and staff. 
:owe proposes to retain the existing three-block quantity rate 
structure for qeneral metered service. 'rhe blocks. are: first 
300 cubic feet; next 499,700 cubic feet; and over 500,000 cubic 
feet. Staff concurs with this proposed retention and recommends 
the adoption in a rate design which Will result in a lifeline 
differential of 25% for resioential customers. Staff has no· 
objections to increasinq the service charqe for resioential 
customers wi thin this lirni t so long as no group of users is 
exposed to excessive increases. We concur. 

Conservation and Pump Efficiencies 

Dwe has conducted a continuing conservation campaign 
since 1973. The conservation efforts made over the years appear, 
from Exhibit 3, to have met with some success. In that exhibit 
a graphical comparison of water sales,. temperatures, ana rainfall 
indicates that residential customers have been reducing their 
usaqe since 1970 • 
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A summary o£ continuinq conservation activities was 

presented in the testimony o£ DWC's president. DWC will upqrade 
its data processing equipment to provide report card billing as 
previously diSCUSSed. 

DWC has 24 booster pumps and well pumps. Their efficiencies, 
as rate<:!. by staff, are t~ulated below. 

Se:vicc 

Ratina 

Low 

Fair 
Good 

Excellent 

Number 

2* 
4 

7 

9 
Data ~ot Available (New Installation)-1 

24 

*These p~ps to be worked on ~~d their efficiencies 
upgraded in 1984 according to D~iC • 

A revie~" of the Coc::tission' S cUstOl'ler co~plaint recores 
for 1933 inCicates ~~t seven informal complaints were filed 
:l.gainst D';\'C a..~d that all of ~i.e complaints were satisfactorily 
resolvee.. 

T~ulated below fro~ DWC's :ecords are custo~er complaints 
~or. 1982 and 1983. :O~iC' s investigative reports reveal the com
plaints were all satisfactorily resolved: 
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color 
Taste and Odor 
Pressure 
Meter Leak 

Main Leak 

Service Leak 

Pvt. Plumbing 
Other 

1982 

89 
271 

58 
250 

69 

118 
260 
417 

1,532 

AL'I'/COM/W'rB 

1983 {Jan~ - ~ug·l 

58-, 

299 

SO 
167 

44 

69 
178 
316' 

1,181 

In June 1983 staff inspected DWC's service area. Staff 
considers DWC's service to be satisfactory. 

Pindings of Pact 

1. DWC's service, conservation program, pump efficiency 
program, and water quality are satisfactory. 

2. The adopted estimates of oper~tin9' revenues, operating 
expenses, and rate base for the test years 1984 and 1985, together 
with an annual fixed rate ofo.ecline in rate of return of 0.58% 
for 1986 due to operational attrition, reasonably indicate the 
results of DWC's future operations. 

3. The adopted estimates reflect the resolution of, contested 

i terns to which the following specific findings pertain: 

a. DWC'S estimate of 607.2 kWh/AF of water 
produced, which includes an adjustment 
to recorded data to account for wells 
not in operation in response to, the "in
lieu program" and reflects an assessment 
of the effects of pump overhauls and 
problems with an aquifer formation, is 
reasonable. 

-28-



• 

• 

• 

A.83-07-01 ALJ/EA ALT/COM/WTB 

b. DWC's leasing rather than purchasing vehicles 
is not unreasonable. ~ 

c. DWC's management salaries are not unreasonable. 
d. An approximately $25;000 increase in group health 

insurance costs over the original cost estimates 
will be experienced. 

e. It is reasonable to acquire new computer equip
ment costing $62 r 600 which is needed to: (1) 

provide report eard billing, (2) submit data 
(WUDFI) on a monthly basis to the Commission 
and, (3) upgrade obsolete disc drives. 

f. It is reasonable to adopt the 1983· plant additions 
as projected by :owe and the 198;4 and 1985 plant 
additions as projected by staff. 

4. CUrrently, it costs less to replace 5/8" by 3/4" meters 
after 20 years of service than to repair them • 

5. While it may be cost effective to expense rather than 
capitalize the 5/8" by 3/4" replacement meters, further· study of 
this issue by the staff and the regulated water industry is 
desirable. 

6. It is reasonable to authorize DWC to place in the 
balanCing account the unrecovered portion of theundercollection 
included in rates made effective July 1, 1983. The unrecovered 
portion will be determined by the product of $9,975· per month 
and the number of months in the period between the effective· date 
of the rates authorized by this decision and June 30, 1984 • 
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7. Rates of return of 12.15, 12.l6, and 12.35~, respectively,. 
on DWC's rate base for 1984, 1985, and 1986 are reasonaole. The 
related return on common equity each year is 14.50%. This will 
require an increase of $42$,800 or 3.79% in a~nual revenues for 

'" 
1984; a further increase of $179,700 or 1 .. 53":for 19·85;, and a 
further increase of $232,000 or 1.93% for 1986. 

8. The adopted rate design is reasonable. 
9. The increases in rates and charges authorized by this 

decision are justifiea, and are just and reasonable. 
10. The further increases authorized in Appendix A should be 

appropriately modified in the event the rate of return on rate base, 
adjusted to reflect the rates then in effect and normal ratemaking 
adjustments for the 12 months ended September 30, 1984 and/or 
September 30, 1985, exceeds the lower of (a) the rate of return 
found reasonable by the CommiSSion for owe during the corresponding 
period in the most recent rate decision or (b) 12.15% for. 198·4· and 
12.16% for 1985 • 

C9nelusions of Law 

l. The application should be qranted to the extent provideo. 
by the followinq order; the adopted rates are just, reasonable, and 
nondiscriminatory. 

2. Because of the immediate need for additional revenues, the 
£ollo~nq order should be effective today. 

-30-



• 

• 

• 

A.83-07-01 ALJ/EA 

Q.B. 12 gB, 

IT IS ORDERED THAT: 

ALT/COM/W'I'B 

1. Dominquez Water Corporation (DWC) is authorized to file 
the revised rate schedules for 1984 shown in Appendix A attached 
to this order and to concurrently cancel its present schedules 
for such service. 'l'his filing shall comply with General Order (GO) 
Series 9&~ The effective date of the revised sChedules shall be 
4 days after the date of filing. The revised schedules shall. apply 
only to service rendered on and after their effective date. 

2. On or after November ls, 1984 Dwe is authorized to file 
an advice letter, with appropriate work papers, requesting the step 
rate increases for 1985 shown in Appendix A attached to this order, 
or to file a lesser increase which includes a uniform cents per 
hundred cubic feet of water adjustment from Appendix A in the event 
that the rate of return on rate base, adjusted to reflect the rates 
then in effect ~~d normal ratemaking adjustments for the 12 months 
ended september 30, 1984, exceeo.s the lower of (a) the rate of 
return found reasonable by the Commission for DWC during the corres
ponding period in the then most recent rate decision or (b) . 12 .15~. 
This filing shall comply with GO Series 96 and shall include a 
letter indicating the number of meters replaced.. If DWe does not 
replace 4,000 meters in the year 1984, the allowable rate of return 
due to attrition will be reduced proportioned to the amount of 
meters replaoea. The requested step rates shall De reviewed by 
sta·ff and shall 90 into effect upon staff I s determination that they 
conform with this order. But staff shall inform the Commission if 
it finds that the proposed step rates are not in accord with this· 
decision, and the Commission may then modify the increase~ The 
effecti ve date of the revised sChedules shall be no earlier than 
January 1, 1985; or 30 days after the filing of the step rate, 
whichever is later • 
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.3. On or after November lS, 1985 DWC is authorized to file 
an advi~ letter, with appropriate work .papers, requestinq the 
step rate 'increases for 1986 shown in Appendix A attached t~ this 
order, or to- file a lesser increase which includes a uniform cents 
per hundred cubic feet of water adjustment from Appendix A in the 
event that ther~spective rate of return on rate base, adjusted to. 
reflect the rates.then in effect and normal ratemakinq'adjustments 
for the 12 months ended September 30, 1985·, exceeds the lower of 
(a) the rate of return found reasonable by the Commission for t>wc 
during the corresponding period in the then most recent rate 
decision or (0) 12.16%. 'l"his filing- shall comply with GO Series 

96 and shall include a letter indicatinq the number o.f meters 
replaced. If DWC does not replace 4,000 meters in the year 1985 
or 8,000 meters in 1984 and 198$, the allowable rate of return due 
to attrition will be reduced accord.inc;ly. The requested step, rates 
shall. be reviewed. by staff and shall 90 into effect upon staff'S 

• determination that they conform with this order. But staff· shall 
inform the Commission if it finds ~at the proposed step rates are 
not in accord with this decision, ana the Commission may then 

\ . 

• 

modify the increase. The effective date of the revised schedules 
shall be no earlier than January 1, 1986, or 30 days after the 
filing of the step rates, whichever is later • 

-32-
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4. DWC is authorized to place in the balancinq account 
the unrecovered portion of the under~ion included in the· 
rates made effective July 1, 1983. The unrecovered portion shall 
be determined as specified in Findinq of Fact 6 of this decision. 

This order is effective today. 
Dated MAR 2 '\ 1984 , at San Francisco, California. 
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VICTOR C.A:LVO 
PRISCILLA.. C.CRZW 
DONALD, VIAL 
WILLIAM 'X •. BAGLEY 

COmmis~1oD.()r.s. .. 

. "~ .,' ,', " ;, 
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ALT/COM/W'rB 

Dominguez WateT Corporation 

SCREDO'LE NO. 1 

GENERAL METERED SERVICE 

Applicable to all metered ~ter service excepting metered irrigation 
service. 

TERRl"I'ORY 

Portions of Carson, Los Angeles, Long !each, 'torrance, and vicinity, 
Los Ange llf!s County .. 

For S/8 x'3/4-1nch ~ter . ....•.....................•... 
For 3/4-1neh ~ter .......•••...•••..•••..•.••..•• 
For 1-1ueb ~ter ...•.....•....•.......•........ 
For l~-inch meter ............................... 
For 2-iuehmeter ............................... 
For 3-ineh meter ..........•...............•.... 
For 4-1neh meter ............................... 
For 6-i~b meter ............................... 
For 8-1nch metn •••••..••••................•••• 
For lO-iuch metn ...................•........... 
For 12-ineh meter ..•............................ 

Quantity Rate: 

First 300 cu.ft., per 100 cu.ft. 
Nexe 499,700 cu.ft., per 100 cu.ft. 
Over SOO,OOO C1l.ft., per 100 cu.ft. 

. ................. . 

................... 

..•.•..•........... 

Per M.ter 
Plf!r Month 

$ 3·10 

'.00 
,16.00 
27·50 
S~ .. 30 
69-30 

116~OO' 
169'·00 
213-·00 
328:·00· 

$ 0.368 
0·722 
O·61S 

The serviCe charge appl1es to .11 metered service connections, to: 1t 
1. added tbr charge for water used duriug the month at quantity rates • 
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ALT/COM/W'l'B 

Dom1ngu~% Wat~r Corporation 

SCHEDULE NO. 3M 

ME'rEREl) IRRIGATION SERVICE 

Appl1eabl~ to all ~t~r~d irrigation s~rvic~. 

TERRITORY 

Portions of c.arsonp Los Ang~l~sp Long ~aeb, Torranee-,and vicinity, 
Los Angeo1eos County. 

For 
For 
For 
For 
For 
For 
For 
For 
For 

l-incb l'De'te-r 
llj-incb 1Df:te-r 
2-i~ l'De'ter 
3-1neh 'lllt"te-r 
4-ineb 'lllt"t~r 
6-ineb _ter 
8-incb _t~ 

10-inchmeter 
12-ineb meter 

Quantity htf': 

••••••••.......•••........••••... 
...................................... 
..............................•.. 
.....•••••........•••••.......••• 
.......••••••.......••••••.....•• 
................. ....................... 
........................... -........ . 
...................................... ....... ~ .......... ~ .................... . 

Per 100 c:u. £t. . ..................•..................•... 

P~r ~t~r 
P.rMonth 

$ 8.00 
16. 00, . 
27~SO· 
53-30. 
69 .. 30 

116..00, 
169~00 
213-00. 
328~ 00', 

$.. 0.595 

l'bf' se-rv1c~ chArge- applies to all met~r~d· s~rv1ceo conn~et1ons, to· it 
is adde-d thf' chargf' for wate-r us~d during th~ month at quantity rates • 
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Dominguez Water Corporation 

SCHEDlJLE NO.4 

ALT/COM/W'l'B 

PRIVATE FIRE PROTECTION SERVICE 

A~~lieable to all water service furnished for privately owned fire 
protection systems. 

TEItRlTORY 

A~prox1mately 3S square ~i1es located south of the City of tos ADgeles p 
north of the COlDalUn1ty of 'Wll~ingtonp east of the City of ~dondo Btoach, and 
west of the Los Angeles River, all in the County of los ADgeles. I'OCluded 
are portions of the cities of Torrance, tos Angeles, Carson,. Compton and 
Long :Beach. 

Per Month 

For each inch of diameter of th~ service connection $ S.SO 
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Domingue-z Wate-r Corporation 

1>:L'l'/COM/W'I'B 

AUTRORIZEl) INCREASE IN RATES 

TO SC'H!l)ULE NO.1 

Each of the- following 1ncre-ase-s in rates may be- put into effeoet on the 
ind1cat~d date by filing a rate schedu1~ which adds the appropriate increase 
to the rates in e-ffeoct on that date .. 

For 5/8 x 3/4-ineh meter ......•............. 
For 314-ineb tDeter .............. ~ ..... 
For l-inch met~ ..............•..... 
For l~-ineh meteor ........................... 
For 2-ineh mC'ter ...•••..•....•••••.. 
For 3-inehme-te-r ..................... 
For 4-inch meteor ..•.....•.....•..•.. 
For 6-iuch meter ........................ 
For 8-1nch 'DIe-tn ......................... 
For lO-inch meteor ............•....... 
For 12-iuch tDeter ..........•......... 

Q.ualle1ty Rat~: 

First 300 c~.ft •• per 100 c~.ft .. 
Ne-xt 499.700 eu.ft •• per 100 eu.ft. 
Over SOO.OOO eu.ft •• PC'r 100 e\l .. ft. 

•••.....• .... ' ..... . 

Rate-II to be- Effective 
1-1-85- 1-1-86 

$ 0.10 -. 
0 •. 10 
0 .. 35 
0 .. 60 
1 •. 15-
1.50 
2.50 
3.70 
4 .. 70 -
7.20 

$ 0.007 
0 .. 009 
0.007 

.. 
v 

$ 0.10' 
-. 
0 .. 10 
0.35 
0.60· 
1.05 
1 .. '40 
2 .. ,50 
3.30 
4.30 
6 .. 80 

S , O.OOS 
0.006 
0 .. 008, 
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AL'I'/COM/WTB 

Dominguez Water Corporation 

AUTHORIZED INCREASE IN RATES 

TO SCHElltn.E NO. 3M 

Each of th~ following increases in rates may be put into· effect on the 
indicated date bi filing a rate schedule which adds the ~ppropr1ate increase 
to the rates in effect on t~t date. 

Servi.ee Cha!S-f': 

For 1-1uch tOeter ....•...........•.... 
For 1 ~-1nc:h ~ter ................•.... 
For 2-1nch ~ter .. -.•....•.•..•.••.•• 
For 3-1nc:h ~ter •..•••••.••.....••... 
For 4-1nc:h ~er ..................... 
For 6-1ttC:h ~ter .........•..•........ 
For 8-1uch _tn ....••...•..•....•.•. 
For 10-i1Xh meter .... ~ ...........•.... 
For 12-1nch ~ter ................•.... 

Quantity hte: 

Per 100 cu.ft. . .........•.................. 

RIItes to- ~ Eff~tive 
1-1-85.. 1-1-86 

$ 0.10 
0~35 
0.60 
'1.15 
1 .. 50 
2'.50 
3 .. 70 
4.70 
7.20 

S 0.005 

$ 0.10· 
0 .. 35 
0'.60· 
1.05· 
1.40' 
2.50 
3 .. 30 
4.30 
6 .. .80. 

$ 0.007 
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AL'I'/COM/WTB 

Dom1ng~ez Water Corporation 

AUTHORIZED INCREASE IN" RATES 

TO SCHEDUl.! NO.4 

Each of the following increases in rates may be p~t into effect on the 
indicated date by filing a rate schedule which adds the appropriate increase 
to the Tates in effect on that date: 

Rate. to be- Effective 
1-1-85 . 1-1-86 . 

RATE -
lor each lDch of diameter of the serYice 
coanect1on •••••••••••••••••••••••••••••••• $ 0.10 $ 0.10 
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Dom1ugu~z Wa~~r Corpora~10n 

COMPARISON OF MONTHLY RATES 

GENnA!. METERED SERVICE - SCHEDULE NO.1 

:Curr~t :_~~'P'r_o,",po~8f'~d~Ra;;;;...;o~~_s~**~~:~~~A,;,;:d;.;::;0 .. pt~e~d~Ra;;:.;t:;:f'_8~:""!-_: 
:, _______ ~I~t@c~ __________ ~: __ aa_t_f'~s.*~:~1~9_S4 ___ :~1~9_8~S_-_.~19_8_6~M:~1~9~84~~:~1~9~8~S~:_' _1~9~8_6 __ : 

For SI8 x 3/4-1~h ~t~r 
70r 3/4-1~h ~ter 
lor l-iftCh ~t.r 
lor 1~-iftCh ~ter 
lor 2-i'QC:h ~t.r 

~~ 
~r 

For 
lor 
For 
For 

3-i~h .. t~r 
4-1nch 'lH'ter 
6-i.'och 1IK'ter 
a-inch lDeter 

10-inch Ule'ter 
12-1ncb 'lH't.r 
lS-inch weer 

guant:1ty hte 

First 300 cu.ft.~ 
per 100 cu.ft. 

Next 499.700 cu.ft.~ 
per 100 cu.ft. 

OVer SOO,OOOcu. rt.., 
per 100 cu.ft_ 

$ 2.97 $ 3.81 $ 4.1S $ 4 .. S6 $ 3.10 $ 3.20 '$ 3.30 -. -. -. -. -. -. -. 
7.60 9.50 10.40 11.40 8:.00 8.10 8..20 

14.80 19.00 20 .. 7S 22~80 16.00 16.35 16.70 
25.50 30.35 33.20 36·.50 27.50 28.10 28 ... 70 
48.50 37.10 62.30· 68.SO 53.30 54.45- 55. SO 
63.00 95.10 103.90 114.10 69.30 70-80 72.20 

10S.SO 190 .. 20 207 .. 60 228,.30 ll6, .. 00 118 .. SO 121 .. 00 
154.00 304.50 332 .. 40 36S.l0 169 .. 00 172.70 176-00 
194 .. 00 381 .. 00 414.80 456.00 213 .. 00 217 .. 70 222.00 
298.50 566 .. 10 625.00 683.30 328: .. 00 335-20 342.00 

·451.00. 

$ 0.368 $ 0.418 $ 0.417$ 0 .. 420 $ 0 .. 368: $ 0 .. 375 $ 0 .. 380 

0.697 

0 .. 591 

0.611 

0.489 

0.610 0.614 

0.487 0.491 

0.722 0 .. 73l 0.737 

0~61S 0.622 0.630 

the Serv1c~ Charge app1i~s to all 'lH't~red s~rv1ce comect10118,. to- 1t1s added 
the cbar.g~ for water us.d during the month at quantity rat~s .. 

• 
* Curunt rat~s ~e .ffe<:t1v~ January 5, 1984, 'by ~solut1on No. W-3137. as· 

• r~su1t of Advice Leotter No. 123. 

** Proposed rates ~re bas~d on i~s ov~r rates ~ff~ctive J.nuary 1, 1983, 
it!. Advice I.ett.r No .. 120 • 
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Dominguez Water Corpor~tion 

COMPARISON OF 1Il0'N'1'BLY' RATES 

1".ET1'!ltr:D IR..~CATIO~ SERVICE - SCm:DULF. NO. ~ 

Sc:vicc Charee 
For 1-inch meter 
Por 1-1/2-ineh meter 
For 2-inch meter 
For 3-inch meter 
Por 4-ineh moter 
Por 6-inch moter 
Por S-in~ meter 
Por 10-ineh llli:'ter 
For 12-~ch meter 
For lS-inch moter 

:Curr~t: Proposed Rates#;: Adopted Rates : 
• Rates : 190 4: 1Q35: 1286: 1984: 12?2: 1936: 

$ 7.60 $ 9.50 $ 10.40 $ 11.40 $ 8~qO S 8.10 $ 8.20 
14.80 19.00 20.75 22.80 16.00 16.;5 16.70 
25.50 30.35 3~.20 ;6.50 27.50 28.10 28.70, 
48.S0 37.10 62.,0 68.50 53.30 54.45 5S.50 
63.00 9S.10 10;.90, 114.10 69.30 70.80 72'.20 

10S.50 190.20 207.60 228.30 116.00 118.50 121.00 
154.00 304.50 332.40 365.10 169-00 172.70 176.00' 
194.00 381.00 414.80 456.00 21>.00 211.70, 222:.00 
298·50 566.70 625.00 683.30 328.00 335.20 342'.00 
451.00 

Qua:lti t:r Rate 
Per 100 eu.!t. S 0.576- 0.490 0.:475 0.49~ 0.595' 0.600,.' 0.607 

• 

The cervice charge applie: to all metered 
service connections, to it is added the 
charge tor water usee. during the month at 
quantity rates. 

*Cu...""rent rates were er.t'ective Jan.ua:r:y 5, 1984 
'b:r Resolution "'-3137, as a result or Advice 
Lettor No. 1.23. 

**Proposed ra.tes were 'based on increases 
over rates e~rective Januar,y 1, 1983 
in Advice Letter No. 120 • 



A.S}-07-o1 AL'I'/COM/WTB 

• 

: 
: 

• 

• 

For each inch or 
dia:leter or the 
Serviee eonnection 

Dominguez Water Corpor~tion 

COMPARISON OF MONTBI.Y RATES 

PRIVA~ :FIRE PROTECTION SERVICE - SCHED'O'I.E NO.4 

: Cu--=ent : ~PO$ed Ratee . : Adopted Rates : 
: Rates*: 1984 : 1985 : 1986 : 1984 : 1985 : 1986:.: 

$ 4.55 $ 5.00 $ 5.50 $ 6.05 $ 5.;0 $ 5.40 $ 5.50 

~t ra.t~ were effective JarJ.WJ:J:y' 5, 1984 by Resolution No. 'W'-;l;7, 
as Oil. result or Adviee Letter No. 123 

(END OF .APP.mDIX :B) 
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ADOPTED TK!.. CAtCO"tA.TIOt' 

DQmin~ez Water Corporation 

. . :'_--::o'l'~e~~:-;..t...;Y;.;;;e~ar~1~98~4-.....:::..-...::T:.;e=s1t ..... Y.;;.:ea:r=......;1:=..9~8~5~_: 
~: ____________________________ ~: __ ~c~~~:~n~T~. __ ~:~~C~~~;~~:~~n~T~ __ : 

(Dollors tn ~ousands) 

• 

• 

General Ortice Al1oe. 
Ol)eratioll 0: Y.a.intenance 
Ad:linistrative & General 
T::a:es Othe~ 'l'ha::l Ineom~ 
cCto""T 

Subtotal 

Deduction~ ~ Taxable Income 
Tax Depreciation 
Intc::"est Expense 

Subtot::U. 

Ne~ Taxable Income (CCFT) 

CCPT @ 9.6% 

Net Taxable Income (FIT) 

FIT ~ 46% 

Graduated Tax Adjustment 

ITC 

Total FIT 

$11,744.4 $11,744.4 $12,001.1 $12,OOl;.J. 

(23.3) 
6,780.0 
l,354·1 

247.2 
o 

-8-,3-;a~:O s,549.5· 

1~~5.9 1,003.9 . 

175·3 180.9-· 

1,781.7 1,8;l.0. 

819;.6 842'.3. 

-18.9 -l8.9 

0.0 0.0 

800.7 82;,-4' 
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Dominguez Water Corporation 

METERED WATER SAIlS USED TO DESIGN RATES 
ADOPTED QUANTITIES 

Annual 
No. O'rserv:r.ces 

Meter Size ~ 

sis x ;;/4 ••••••••••••••••••••••••••••••••••••••• 26,6/.4 
3/4 ••••••••••••••••••••••••••••••••••••••• 

1 ••••••••••••••••••••••••••••••••••••••• . . 
l~ ••••••••••••••••••••••••••••••••••••••• 
2 ••••••••••••••••••••••••••••••••••••••• 
3 •••••••••••••.••••••••••••••••••••••••• 
4 ••••••••••••••••••••••••••••••••••••••• 
6 •••••••••••••••••••••••••••••••••••••.• 
S ••••••••••••••••••••••••••••••••••••••• 

10 ••••••••••••••••••••••••••••••••••••••• 
12" ••••••••••••••••••••••••••••••••••••••• 

Total 

QIlant1ty 
Bloeb 
OCCF) 

•••••••••••••••••••••••••••••••••••••• 0-3 
3-5,000 •••••••••••••••••••••••••••••••••••••• 
Ov~ 5,000 •••••••••••••••••••••• ' •••••••••••••••• 
Subtotal 

Metered Irrigation: 
Per ccr ••••••••.............................. 

•••• 

Number of 5e:'viee~: 

1,019 
615 

1,169 
162 

60 
22 
26 
18 

2 
29,7371/ 

Consumption 
198.4 
(~CCF) 

1,032.9' 
9,110.3 
2J~Z·0 '. 

13,590.2 

~12:.4 
13,905.6 

1,036-
626 

1,189 
167 
58 
22 
Zl 
18 

.29,97~ 1I 

~ (KCCP 

1,040.9-
9,181.7 
~h410.!t 

13,6.33.0 

~24..4 
13,957.4 

No. of Serviee~ ~e-Kcer 
~ ~ 1 ~ 

~ usage-ccr~. 
1 ~ 

Residential 26,191 26,361 4,389.6 4,418.1 
Busine~s 3,085 3,146 3,96,.9 4,042.3 
IDd.ustrial 114 115 385 342 
IDdnstrial large 17 17 3,373.0 3,373.0 
Public Authority 200 203 .t..l1.0 389.0 
Public Authority Large 5 5 1,014.0 1,014.0 
IX'riga:t.1on 100 99 .315.4 32.4.0 
Other 25 25 54.0 55.0 

Subtotal 29,737 29,971 13,905.9 13,957.4 
Private Fire Prt. 857 899 
Public Fire Prt.. 14 14 

Total 30,668 30,S$4 
Water Lo~s 

TO""..al Water Produced 
:/ Inelude~ i..'"Tigation meters 

1,046.7 1,050.5 
14,952.c l5,007.9 

167.6· 167.6 
1,284.9 1,284.9 
3,376.0 2,974.0 . 

198,412.0 198,412.0 
2,050.0 1,914.0 

202,800.0 202,800.0 
3,154.0 3,Z77.0 
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Dominguez Vater Corpora.tion 

AOOPTED 9:O'ANTITIES 

Net-to-Cross -:::,;2.::,;;0;,;:;$"",9 __ _ 

Federal Tax Rate· 46% 

State Tax Rate ""9,;;..6-.% ___ _ 

'O'ncolleetib1es Rate 0.4526 

Number ot mail1nes _ • • • ., . . . . 
Amount ....... . . . . 
:Based on: 17 ¢ per lette::

plus 
1.5¢ per letter 
tor mail services 

Allowance tor Administration: 

. . . • • • . . . 
12M 

• 20.480 
.S49.l0} 

ALT/COM/NTB 
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Domin~ez Water Corporation 

\la.ter Supply and Pu=ehased Power 

~ed. 'Wa.ter - M'oII'D 
Pumped. Water 

Total 

Acre feet - boosted 

:P\J:toeha.sed. Power Costs 
Administration 3ldg. 
Pam;ped 
:Boosted 
Service Charge 
~ota.l 

Electric: 
Southem California Edison com~ 
.Rates ,U'!eetive: 8/22 83 
Com'OOnents 
:sase Rate (S) 
ECA:aF 
.AER 
CIMA.:BF 
ERA.v. 
SSA:BF 
res 

Per KWH 
0.02277 
0.0;268 
0.00427 
0.00027 
0.00040 
0.00049 
0.00020 
0 .. 06108 

~ 

19',5S$. 

~ 34,;2 . 

1,170 

260,000 
8,60~99Z. 
lz~8z160, ' 

10,5,152 

607.2 
248.0 

$ 20,177 
525,715· 
133,22:; 
~1282; 

$ 74".400 

~ 

19,711 
1~z1~ 
~,45;· 

7,170 

260,000, 
8,609~328, , 

l;:H~:~' 

607.Z 
248.0' 

$ 20,177 , 
525,.858 
1:;3,080·' 

$-
~:l282;' 

74_400' 
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Dominguez Yater Corporation 

irlater Supply and Costs 

In Ae..-e li'ee't 1.984 !2§2 

Pu:eha.sed Yater - H'W!) 19.588 19,.71l 
Pu:Il»ed Water 

~ 1~IZ~2' , 
~ota.l 34,.32 .' 34,45} .-.. 

Sales 3l,.92} 32',042 • U:laCeO'Jllted fo:: 2,403 2,411 
% o! Total 7.0~ 1.0% 

Pu:¢ha.sod .Ja."ter - M'..m 19,588 19,711 
Costs per Ae.--e :Foot (:sr!. l-:l:.-84) $ 226.00 $ '226.00 

Total cost o! pureha.sed wa. ter $4.426.900 $4,454,.700 

I.e:::: ir.:'ig:l.tion credit ~z~oo 2~IOOO': 
.Net cost o! purchased water $4,404 .. 500 $4,431,700, . 

RepleD1sl:cent Tax 
Total :po:l;ped 14,7}e 14,7'42' 

E:::lti tleme::l.t 
.' 

.' 
Cost per Aee :Foot 27.00 27.00 

Total replenishment tax $ 397,926 $ 398';034-

Net rep1en1sh:nent tax $ 397.926- $ 398.0~ 
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APPOOIX D 
DaaNGUEZ WATER CORPORA.1'ICN 

Cc:mparis¢ns ot typieal bills tor re:sidentie.l metered cu:st.c:rners. 
ot various usage level and average level at. pI'esent and authoriZed 
rat.es tor the year 1984. 

(Cubic Feet) 

:300 
;00 

1,000 

1y400 (Average) 

2yooo 
)yOOO 

5,000 
10,000 

General Metered Service 
(5/8 x 3/4-inch met.ers) 

At. Present. At Authorized. 
Rat.es Rate:s 

S k..r:t/ ~ 4 .. 20 
;.47 ;.6$ 
S.95 9.26 

11.74- 12 .. 1; 
1;.92 16.48 

22.89 23:.70 

)6.8) 38'.14 

71.68 74 .. 24 

(:Elm OF APPOOIXD) 

Percent. 
Increase 

3.2% 
3.3 
3.,; 

3~5-
3.5· 
3., 
3.6 

3.6 


