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OPINION' 

This is an application in which Suburban Water Syste:s 
(Suburb~~) seeks to increase rates for water service in its San Jose­
Whittier District. 

A dU:'y noticed public hearing'was held in this l:atter 
before Administrative Law Judge (AU) Donald :B. Jarvis in 'Los Angeles 
on Dece:c"oer 12, 13, 14, ~ge3. It was submitted subject to the filing 
ot t:-a.nscripts 3.::e.. briefs,. which hs.ve been received. 
S~ary ot DeCision 

This decision authorizes the separation of the San Jose and 
Whittier service a.reas into separate districts for accounting and 
rate:aking purposes. 

An increase in rates for the San Jose District is granted 
to yield additional revenues of $751,100 in 1984 and S54~.600 in' 
1985~ for ret~rns on rate base ot 12.64% in 1984 and 12.78~ in 1985 
and a return of' 14.25% on common equi ty. The· "oi 11 of an p,verage e C'.lstocer will be increased 13.0% in 1954 and 8.7,% in 1985. 

• 

.. An increase in rates tor the Whittier Dis~rict is granted 
to yield additional revenues 0'['$562,600 in 1984 and 5309,100 in 1985 
for returns on rate base of 12.64% in 1984 and 12.78% in 1985· a,nd a, 
14.25% return on common e~uity. The bill of an average customer will 
be increased 19.3% in 1984 and 7.0% in 1985. 

The decision also provides that the company may tile a 
separate application' for a rate base ot!set concerning the costs 0'£ 
:-econstructing the 3a.rtolo pipeline. 
Desc~i?tion of Systec 

Subu:-ban is a wholly-ovned s.ubsidiary of· Southwest Water 
Company. It operates two separate districts: La Mirada District and 
San Jose-·wr.ittier Dist,rict, which is the subject 0'£ this proceeding. 
The San Jose service srea is located on ~he north Side of the Puente 
Hills. It enco~:passes :por~ions of Zac1enda Heights, City of 
Industry, La Puente, Valinda, West Covina, Covina, and Glendora. ~he 
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... "'.r-.( tt . o! "', t d th +h' d ~ th P "u. ~er serv.ce area MS _oca e on e sou~ Sl e o. e uente 
Sills. !t is primarily east and south o~ the central portion of the 
City of Wnittier. 
Preliminary Considerations 

A. Division of Service Areas 
Into Separate Districts 

Suburban requests authority in this proceeding to separate' 
the S~n Jose and Whittier service areas. !t proposes to establish 
two separate districts for ratemaking and accounting purpos·es. 
Suburban contends that the two service arees are geographically'and 
operationally separat.e. The service areas ha.ve different weather 
patte::-ns, different rate bases per customer~ different amounts of 
water use ~er customer, and different water supply' costs. Suburban 
aro~es that because of these differences it is appropriate to 
establish each area as a separate district for rate::aking.~nd 
accounting purposes. 

• 
The Co:cmission 

objection to the request 
Statf (S.t2.:t"!) indicated that it had no 
to. divide the two servic~ areas into 

• 

separate districts. 
!n the circUI:lstances~ Suburban's request is reasonable and 

will be granted. The ensuing discussion will deal with the areas as 
separate districts. 

3. ALJ's Ruling on Additional Hearings 
on the Eartolo Transmission Main 

Zhe Bartolo trans::1ssion main (Bartolo) carries 
approximately 50~ of Subu~ban's water production in the Whittier 
District. Bartolo began as a dirt channel used '1:o,r irrigation 
purposes. When the water star~ed 'to be used tor domestiC consUI:lp~ion 
the channel was lined. !t was later covered in sections. Bartolo 
has been upgraded Since the early 19009. 

About s~x years ago the State Department ot Eealth 
(Depart~ent of Health) advised Suburban that Bartolo did not meet 
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=ini~um health requiremente. After receiving the communication from 
the Department of Health, Suburban has expended $75,000 per yedr to 
replace portions of Bartolo. Suburban, in the exhibits furnished the 
Sta~:f' pursuant to the Regulatory Lag Plt:.n, had the 3,mount of $75,000 
included in rate base for each of the thre~ years involved. The 
Staff did not disagree with this amount. 

During the summer of 1983 Suburban's m2.naeement question~d 
whethe:" it was proceeding at a proper pe.ce in replacing :Bartolo. It 
reta.ined Zimmerman Consulting Engineers (Zimmerman), an outside. 
consultant, for an independent report on the problem. 

Zimme:"::nan transmitted its report to Su'b,,;.rban about a week 
prior to the hearing. Suburban inform~d the St~:-:r of the receipt of 
the report. ~he Zimmerman report recommends that' Suburban embark on 
a revised program, expending $400,000 a year for ten years to r~placB 
Bartolo. 

Sub~rban eou&~t to introduce the Zimmerman report in 
evidence. The Staff objected to its receipt. The ALJ overruled the 
objection and marked the report as Exhibit 10 for identification. It 
was not received in evidence. The objectior. was overruled with, the 
undc:"standing that the matter would be submitted except on the ., 
question of the inclUSion of the amount for the trancmission 11r.ie. A 

) 

further hearing was to be calendared in 1984 to address that issue, 
affording the Staff opportunity to cross-examine Yarborough and to 
present any evidence it may have on this issue. 

The Staff filed a motion along with its orief seeking to 
have the CommiSSion overturn th~ ruling of the ALJ. We hereby 
reverse the A'LJ's ruling. 

The compa,ny appa.rently commissioned th~ Zimmerman stu~y 
prior to the filing of the instant application. ltlithout awai t1ng the 
results of the study, it chose to move forward with this a.pplication. 

"', I' - 4 -
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An application for a rate increase must be filed under our 
rulec of procedure and follow the requir~ment$ of the Public 
Utilities Code. Applications are noticed and their contents are a 
matter of public record. Consequently, th~y should be whole 
documents, with the specific acsumptions and justifications for the 
increases contained within their four corners. Since the Zimmerman . 
study was not included as part and parcel of this applicati¢n, it 
should not and cannot be considered in this deci3ion. 

As to the notion that, even taking into cone::iderEl.tion the 
revenues associated with the Zimmerman report's recommendations, the 
decision would not exceed th~ rate increase noticed by the company, 
we a.gree with the Staff that such rea30ning disregards the subs;tanee· 
of the notice. As the Staff pOints out, a. contre.ry rule mi~~t 
encournge utilities to overestimate their revenue requiremento in 
order to p~ovide a cushion for later informal amendments to their 
applications. 

Although we will not permit the consideration of the 
acceleration of the Bartolo pipeline improvements in this matter, we 
invi te the company to file s. sep~rate application for a rate ba.3e 

offset to consider the capital expenditures not included in this 

order with appropriate allegations and proofs as to the urgency of 
the acc~lerated improvements plan. That application shoule be . 
aepaTately noticed end subject to the f~11 sc~utiny of the public and 
our Sta.!! . 

- 5 -
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•.• Suburban's Reouest 

• 

Subu~ban requests autho~ity to inerease its revenues by 
$1,;26,100 (;4.,_), $3;9,;00 (6.6%), and $;,6,300 (6.'~) in the 
Whittier'Distriet for the test years 1984, 1985, and 1986 and revenue 
'1nc:-eases of $2,183, :;00 (28.4%), S801, 300 (8.1 %), and Sa1:;, :;00 
(7.6~) in the San Jose service area for the eame test years. 
Sub1,l~ban 's present and proposed rates e;re: 

Service Charge: 
5/8 x 3/4 
3/4' 
1 
~-1/2 
2 
3 
4 
6 
8 

Quantity: 
Zone 1 
0-300 
Over 300 
Zone 2 
0-300 
Over· 300 
Zone ; 
0-300 
Over 300 

SUBURBAN WA~ER SYSTEI1S 
SAN JOSE HILLS DISTRIC~ 

Present and Pronosed Rates 
(2er meter ~er month) 

PROPOSED 
Prese:-.'t 1084 .:...::..=.;; 

$ ,.05 co 6.40 ~' .., ... 
6.69 9.60 
8.50 16.00 

12'.90 :;2.00 
17.20 51.20 
;;0.00 96 .. 00 
42.00 160.00 
70 .• 00 320.00 

104.00 512'.00 

0.297 0.4:;4 
0.546 0.579 

0.336 0·51.! 
0.591 0.659 

0·375: 0.624 
0 .. 635 0.769 

1985 

7.00 
10.·;0 
17.50 
:;5·00 
56.00' 

105 .. 00 
175··00 
350.00 
560.00 

0.464 
0.619 

0.544 
0.699 

0.654. 
0.809 

192.6 

S 7.45 
11 .. , 7 
18.6; 
:;7.25 
59'.60 

111 .75· 
186.25. 
372.50 
596·.00 

0.509 
0.679 

0.58~ 
0.759" 

0 .. 699 
0.869 

• 
- 6 -
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SUEURBAN WA~ER SYSTEMS 
WHIT'!IER DISTR!'C~ 

Present 
(Per 

~resen-:= 

Service Charge: 
51e x 3/4 $ 5.05 
3/4 6.69 
1 8·50 
1-1/2 12·90 
2 17.20 
'X 30 .. 00 " 4- 42.00 
6 70-00 
8 104.00 

Qi4antity: 
Zone 1 
0-300 0.297 
Ove:" 300 0-546 
Zone 2 
0-;00 0.336 
Over 300 0.591 
Zone .3 
0-300 0·375 
Over 300 0.635 

Contentions of the Parties 
A.. Subu:-ban's Position 

and P:-o"Oosed Rates 
me'te:- per month) 

PROPOSED 
1984 lIDO 

$ 6.90 $ 7.35 
10.35 11.'0; 
17.25 18.38 
34.50 36.75 
5'5·20 58.80 

103·50 110.25 
172.50 18;.75 
345.00 367.50 
552 .. 00 5ea,.00 

0 .. 418 0-455 
0.557 0.607 

0.498' 0.535 
0.664 0.713 

0.608 0.645' 
0.774 0.825 

1 056 
~ 

. 
$ 7.80 

11 .70 
1!'.50 
39,00 
62.40 

117 -00 
195 .. 00 
;90.00 
624-00 

0.498 
0.664 

0.572" 
0_771 

0 .. 688 
O.S81 

Suburban contends that it is entitled to an increase in 
:-ates. !t a:-gues that present rates are not sufficient to cover 
increased operation and maintenance expenses not recoverable by 

o"!!se't proceedings, continlling reduction of water consumption by 
existing c'J.stomers, and increases in the cost of coney. 'Suburban 
seeks rates which would yield a :-eturn on equity of 16~. 

B. POSition o! Public Witnesses 
Eleven ~ecbe:-s o! the public cade sworn statements at the 

hearing. These statements contained the following points: The rate 
of inflation has c.ecreased and the rates req,uested by S'uburban a:'e 

• out ot line with the current consumer price index. The water syste: 

- 7 -
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•• '-. is not expanding so there is no need to att.ract ca.pi ta:'. There have 
been s~bstantial rate increases since 1980. The present requested 
rate increa.se is excessive when added to the previous ones granted. 
Persons with low incomes and those o~ social security or !ixed 
incomes cannot attord·the proposed increase. Two custocers 
com:olainec. of pressure problems in a portior.. of the Whittier 
District. A representative of a country club complained that the 
proposed rates would' increase the club's bill by 40%, which would be 
confiscatory. 

c. Staf~'s Position 
~he Staff agrees t.hat Suburban is entitled to an increase 

i~ rates but. disagrees with the acount requested. It controverts 
certain estimates made by Suburba.n. The Staf! contends that 3. 1:;.75%' 

to 14.25% return on eq~ity would be reasonable. 
Material Issues 

The material issues presented in this proceeding are: 
• (1) Is Suburban entitled to an increase in rates? (2) If Suburban is 

entitled to a rate increase, what is the appropriate amount? 
Discuss:l:on 

• 

~he Staff and St:ourban usee. 1984 ane. 1985 as the test years 
for purposes of this proceee.ing. The following is a comparison o~ 
retu.:-n on :-ate base under existing rates tor 'the test yea.:-s: 

Whi~tier Service Area 
At present rates 

San Jose SerVice Area 
At present rates 

Rates of Return 

Staff 

10 .. 01% 

Utility 

2.79% 

6.04% 

Using the higher Sta!! estimates, it is clear that Suburb~~ is 
entitled to an increase in rates. (Lyon & Eoa~ v Railroac 
Coccission (1920) 18; C 145.) The qllestion is one ot magnitude .. 

- 8 -
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A.. Water Coneumption ane 
Operating Revenues 

Suburban and the Staff eit'feree. in their estimates of 
residentia.l "'ate:" consumption for the test years. The differences 
are as follows: 

Average Consu~ption (Cef/Se~viee) 

Staff 

Resicentia! Custocers 
San Jose District 
Residential Customers 
Whittier District 

2)5·1 

22:;.0 

1985 
2~S·1 

22:;.0 

Utility 

211 .0 208 .. 0 

The ditferences result from the way in which the parties applied the 
Modified Bean Method of forecasting water consumption. 

The Modified Bean Method is described in Standard Practice 
'0'-25 and its supplement. It is a regression analysis using, as 

• 
inaependent variables, ti:ce, preclpi tatlon, and tel:lperat'.lre· to 
predict nor~alized consumption. The Modified Bean Method uses 30 
years o~ weathe~ data, which is consls·tent with what the National 

• 

Weather Service uses to calc".llate the average temperature and average 
rainfall. Thirty years of weather data ia used to minimize the 
effects of large va:"iations in temperature and precipitation. 

Together with the Modified Bean Method, the Staff employee 
~he basic ~rocedures to:" determining wate~ con$~mption as set torth 
in an ag:"eee. upon method recotlmended in June , 976 by the St·ai"f and 
represe~tatives oi" the California Water ASSOCiation. ~his procedure, 
cOJ::only ~efe~red ~o as the Com::ittee Method, uses the I1odii"ied :Bear. 
Method to obtain a weathe:" normalized estimate ot the last reco·rded 
year by a~alyzing variOUS time spans. This normalizee recorded yea:" 
estimate is then used as the nO:":lslized test year estimates. 

Suburban did not follow the procedure used by the Staff. 
!t extrapolated, by the trend develo,ed in the Modified 3ean study, 
data to obtain test year estimates. This deviated from the baslc . 

- 9 -
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•• ....-: procedures of the Co::m1 ttE"e Method which st.atez the normalized uS3.ee 
for the last recorded year shall be used as the nor~alized test year 
esti:ate. In addition, Suburban did not use the co~puter regression 
r~ that produced the lowest inverse McSee ratio. ~he McSee ratio is 
a mathe~atical ~eas~re of fit of the equatlon developed. 

I~ addition, theStaf! used the Covina Temple weather 
station, which is within the San Jose District se~vice area for 
:precipitation data. Suburban used. the Sa:l Gab:"iel Fire De:partoent 
weather station, which is not wi thin its service 2,reas. 

~ . . . 

~he Staff used a trend line based on th~ last five years 
while Suburban used a trend based on the years 1971-1981. Suburban's 
I:lethod 'Oroduced a downwa.rd trend in both the San Jose and Whittier .. 
Districts. ~he Sta!f's oethod produced an upward trend in the San 
Jose District and a slight downward trend in the Whittier District. 

Suburban contends that· an upward trend in one district and 
a downward trend in another raises a question as to whether the 

.• Staff's Ilse of the best statistical f1 t produced a reasonable 
result. !t argues that the Staff's upward trend is clearly 
u~reasonable. Suburban asserts that, under the Committee· Method, i~ 

the best statistical fit proves ~nrea$onable und~r the oircu~$tances, 
another run and another trend line with good statistical paraceters 
should be used which prod~ee the most reasonable result. It used 
s~ch an 3,pproaoh here. Suburba.n also argues that over the past , 2 
years there has been a downward. trend in domestic use per custOl:ler in 
the San Jose District. 'X·here!ore, use of a short-term u:pw~.rd trend 
flies in the !aoe of recent history and is clearly unreasonable, 
regardless of how good a statistical fit may have been acr.ievec~ 

• 

The purpose of Standard Practice U-2S is "to protlote 
reasonable uniformity and reliability in the preparation ot. revenue 
estimates .••• " ~he Staff's estimate, which uses weather stations 
entirely within Suburban's service areas, is more consonant with the 
purposes of the Standard Practice. !t is :lore reasonable and will be 
ac.opted. .. 

- 10 -
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• 

• 

E. Operation and Maintenance 
(O&M) Ex'Censes 
1. Purchased Water 

S~b~rbanand the Statf agree on ~he cost of purchased 
water. ~here is a dis2greement over the esticated quantity ot water 
to be purchased. This d1sagreex:ent re13.tes to the estimate ot water 
consumption previously considered. Having ad'opted the Stat! 's 
estima.te of water consu.mption "lie find the Sta!!' s estimate to·r 
:p~rchased water to be reasonable. It is as follows: 

San Jose District 
1984 
1985 

Whittier District 
----~----~----

1984 
, 985 

2. Purchased Power 

Purchased Water 

$676,500 
864,000 

540,400 
701,700 

Suburban and the Staf! are also in agreem~nt on the cost ot 
pu::-chased power. They disagree on the amount needed, which relates 
to the estimate of water consumption. Since the Staff's va~er 
consumption estimate has been 3,dopted, its purchased power esti:l.ate 
is reaso~able and will be adoptee. It is as !oll~ws: 

San Jos~ District 
1984 
1985 

Whittier District 
1984-
1985 

Purchased Power 

;. !r.terdistrict Ex'Cense 

S'1 ',408,200 
1 ,;96,400 

693,;00 
686·,200 . 

!nterdistrict expense credits of 5228,900 in 1984 and 
5226,900 in i985 is applicable only to the Whittier District. These 

- 11 -
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'~expense credits reflect revenues from the sale of water to the Le 

Mirada District. When Suburban purchased the La Mirada District, 
there existe~ a cont~act whereby water was sold to La Mirada trom the 
Whittier District. Even tho~gh La Mirada is now part of the utilitj, 
the 1nterdistr1ct exchange ot water is still considered an exper..ze (a 

positive expense for La Mirada, and a negative one fo,r 'W'h1ttier). 
The parties are in agreement as to the amounts and they will be 
adopted. 

4.. Payroll 
a. Number of Em~loyees 

Suburb~n requested 2'~ new employee positions through 
~id-19S4. The Staff recommended 17. At the hearing, Suburban urgec 
incl~ding at least two of the disputed positions. They are the 
manager of budgeting and re~~lation, and the~controller. The manager 
0-:: budgeting and re~.llation would be hired in 1985 and the. con·troller 
in 1984 • 

• justif:i.able. 
The staff contends that neither of these positions is 
There is no present position called controller. The 

proposed duties of the controller are to oversee the recently 

• 

installed new computer systems and to oversee acco~nting law 
changes. The Staff argues that it has allowed,four additional 
personnel to help with the new computer system, including a 
progra:mer ar..alyst and a data processing ~anager. The S~atf asserts 
that Suburban has nO.t justified why a fitth :position is necessary to 
canage the system. The Statf also conteno.s that the task of 
overseeing accounting law changes has been the respor..sibility o'! the 
treasurer and the accounting manager and that no adequate reason has 
been shown why a third person is needed to fulfill this duty. 

The Stai'f also argues that Suburban's stated purpose 
tor hiring a new budgeting and regulation manager in 1985 is to 
replace Mr. Rooert Randall who currently' holds this position and who 
is scheduled to retire in 1987. It takes the position that 3 two­
year advance hiring is not necessa,ry. The Staff argues that the neW' 
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.e 
'- manager will be a person with experience in the tield or someone 

promoted ~ro~ within the company. In these eircucstances the Statt 
believes that the new manager should not be hired this far in advance 
of the proposed retirement. 

The CommisSion is of the opinion ,that Suburban has 
tailed to s'J.stain its burden ot showing that the disputed number ot 
ecployees is reasonable tor the test years here involvec.. The 
Staff's estimate is reasonable and will be a.dopted. 

b. Amount of Increases 
Aside from the difference over the number of employees, 

Subu~ban ~sed an 8% wage escalation factor while the Staff ~sed a 5~ 
factor. 

S..:.burban based its 8~ estimate on the average 198; wage 
increases for t'en water ~tilities in the United Sta.tes. In addition, 
S~burban introduced evidence of a resolution by its board of 
directors adopting the prospective proposed 8~ inc'rease. Suburban 

• contends that the bO,arc' s resolution is akin to a ~nion contract. 
The Staff based its 5% on Suburban's ~~rrent wage 

• 

. 
levels,"the inflation expectation for the next two years, end the 
wage escalation factors forecast by the ~conomics Section of the 
?even~e Requirements Division (4.3% for 1984, 5.2~ 'for 1985). The 
Staff tabulated the wage increases historically given by Suburban and 
!o~d that the company's wages have kept ~p with in!lation. 

The board's resolution 1s the first time Suburban has 
attempted to set salaries three years in advance. Unlike a union 
contract, the board's action is unilateral. It can be changed 
unilaterally. 

The reco:-d also reflects the Commission's actions tor 
wage increases ir. recent water rate cases. In the Southern 
California Water rate case, Decision (D.) 83-08-006, a 5.1% increase 
for 1984 was adopted. In the California Water Service rate case, 
D.8;-12-037, a 4.24~ increase was adopted for 1984. In the San 
Gabriel Valley water rate case, D.8;-10-002, a 4~ increase was 
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.• adopted. In the San Jose water rate case, ~pplication 83-06-01, the 
company stipulated to the staff's recommended increase of 4.6%. 

• 

The Staff's estimate for wa.ge escala"tion is more 
reasonable than Suburban's because it better reflects inflationary 
trends and prospective wage escalations for the test years. It will 
be adapted. 

c. Payroll Allocation 
~he Staff took the . position that 69~"of the' tata1 

payroll should be considered as an 0&.'1 expense and the remaining ;;1~ . .'. , 

be conSidered as an Administrative and General (A&G) expense. 
Eowever, the 31% does not appear in the Staff's A&G expense tables. 
It is allocated to each district by a fO".lr-factor percenta'ge and is 
included as part of the General Office (GO) prorated expense. Of the 
69% allocated to O&M, 23.9~ goes ta the San Jose District and 13.9~ 
goes t·o the Whittier District. Suburban does, not controve'rt the 
Staff's methodology and it will be adopted • 

d'. Summary 
A summary of the authorized district payrolls is.as 

fallows :' 

San Jose District 
1984 
198; 

Whittier Dist'rict 
1984 
198; 

;. Uncollectibles 

Authorized Payroll 

$502,100 
;28,100 

292,000. 
307,100 

Subur·oan estimated an uncollectible rate of 0.;24~ for all 
of its districts for the test years. The Staff used a 0.262% rate, 
which is half of the utility's percentage. The reason for this is 
that Suburb~~ is going from a bimonthly to a, monthly billing 
prograc. The Staff's position is that since the customers will be 

• 
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.~ paying twice as often, each bill should be .hal! as large. Suburban 
will be able to identify delinquent bills much more quickly and the 
amount of the delinq~ency will be half as larg~. Suburban does not 
dispute the Staff's estimate and it will be adopted. 

6. Othe~ O&M Ex~enses 
Sub~rban does not contest the Staff's es·tiz:ate 0"£ other O~'! 

expenses. The Staf! analyzed the total expenses and concluded that a 
~our-yea.r average of total othe~ expenses provided a reasonable 
starting point for prOjecting the test year es.timat,es. '::0 account· 
tor inflation and miscellaneo~s increases~ the Statf increased its 
figu:-e by 6% each· year. The Staff, as it did with pajroll expenses, 
allocated other O&.~ expenses to the districts. It· calculated that 
:;9·02~ belongee to the San Jose District and 20.74% belonged to the 
w~ittier District. The com~on portion of 26.40% was allocated. to 
ea.ch district by a four-fa.ctor percentage and isincluded·a..s.p~rt of 
the GO prorated. expense. The foJ:low!ng other 0&."1 expenses· are 

~ !"'easonable : 

~ 

San Jose District 
1984-
1985 

Whittier D;.strict 
1984 
1985· 

c. Ae.:G Expenses 

Other. O&M Ex~enses 

1. Regulatory Expense. 

$;44,900 
365·,100 

183,100 
194,.000 

" , 

Suburban does not disagree with the Sta!f's estimate of 
regulatory expense. Xhe Staf! spread the estimated 52,,700 cos": over 
three years, with 6,.9% being allocated to the S.n Jose District and 
34.'~ going to the Whittier District. The !ollowing regulatory 
expense esti:ates will be adopted: 
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-e 
San Jose District 

1984 
1985 

Whittier District 
1984 
, 985 

Re~la.tory Ex~ens~ 

2. Local Franchise Tax 

$5,600 
5,,600 

2,900 
2,900 

Both Suburban and the Staff used a franch,ise tax rate. of 
1.5% of gross revenue. The estimates differed because of dissimilar 
estimates o~ gross revenues. Since we have adopted th~ Staff's 
estimate of gross revenues, its estimate for franchise tax is 
~easonable and will be adopted. 

3. Bank Charges 
Suburban maintains a minimum bank balance- 'l'rimarily to' 

offset activity fees cha:-ged by its bank. Thes~ tees cove:- a l:Olmber 
~Of bank Servi?es, incl~ding account maintenance, telegraphic 

transte:-s, and check hanclling. Subu:-ban has the ol'tion ot paying 
these fees or aVOiding the fees by maintaining a minimum bank 
balance. The minimuc balance must be of sufficient size to enable 
the bank to loan it out and receive interest equal to or greater than 
the amour.t of the fees. The Staff agrees that it 1s benefiCial to 
the ratepayers to keep the minimum bank balance as low as ~ossible 
and pay the fees. S·uburban and the Staff agree that ~21, 700 should 
be allocated to the San Jose District and $1',;00 to the· Whittie:­
District as an AU; expe~se for tbe banking :'ees. ~hese amounts will 
be adopted. 

• 

4. Outside Services 
The pa~ties are in agreement that certain charges ~or 

outside services are directly cha~geable to the ~wo e!st~icts. ~he 

following chargez are ~easonable and will b~ adopted: 
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San Jose District 
"1984 
1985 

Whittier District 
1984 
1985 

D~ GO Prorated Ex~enses 

Outside Services 

$4,500 
5,500 

3,000 
:';,000 

All of Suburban's operations and administration a.re based 
~ . .. . 

at its office in La Puente. ~herefore, general office expenses for 
the districts here under consideration are pert of the common office 
ex~enses for the La Puente otfice. The Statf utilized a tour-factor 
forcula to p:'orate the comcon office expenses. Suburban eoes not 
disagree with the methodology. Where controversy exists, it ste~s 
!:,o: the estitlates to which the fO:':lula 1s applied. 

1. General Office Payroll 

- payroll. 

Suburban and the Staff presented d1ffering esticatcs for GO 
~he differences are the same as considered u:::.der oecr,. 

payroll-. We :"ound the Sta!f's wage escalation !actoro!· 5% to be 
more reasonable th~~ Suburban's for O&M payroll. We adhere to that 
dete:,zination tor GO payroll. The following estimates tor GO payroll 
are reasonable and will be adopted: 

San Jose District 
1984 
1985 

Whit~ier District 
1984 
1985 

2. Posta~e 

" GO Payroll 

554,800 
583,400 

There is no dispute between Suburban ~d Staff over the 
amounts for postage. The following amounts are reasonable and will 

_ be adopted: 
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San Jose District 
1984 
, 985 

Whittie~ Dist~ict 

1984-
1985 

;. Tra."'ls'Oortation 
• 

Postage 

$91 ,000 ;' 
91,000

1 

47,200. 
47,200. 

SU01lr'ban indicated ths:t it does not eontrover.t the Stat!' s 
estimates for transportation. The following estima~es are ~easonable 
a.nd will b-e adopted: 

San Jose District 
1984 
1985 

Whittier District 
1984 
1985 

Trans"Oortation 
* 

4~ O&M Other Attrib~table to GO 

$219,900 
240,400 

114,.000 
124,600 

Again, Suburban indicated thet it did not controvert the 
Staff's estimates for this category. ~he following esti~stes ae 
reasonable and will be adopted: 

O&M O~her Attributable to GO 

San Jose District 
1984 
, 985 

Whittier District 

1984 
1985 

,. Employee Pensions and Benefits 
a.. Pensions 

$120,500 
127,700 

62,400. 
66,200 

The difference in estimates for pension expens,e is due 
• to the difference in p"yroll estim"tes by Suburban "nd the St,,:!:!. 
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Since we have adopted the Staff's payroll ~stimates, we adopt its 
pension estimates as reasonable. They are as follows: 

San Jose District 
1984· 
1985 

Whittier District 
1984 
, 985 

Pensions 

b. Medical and Dental 

$110,300 
117,200 

57~200 
60,700 

The Staff's estimate tor ~he cost of medical and dental 
insurance was based on an analysis of selected water utilities. I It 
then came up with a judgmental figure of 15% increase in cost per 
year. The Staff excluded'data which did not support its position. 

I 

For example, while the Staff re:f'erred to the Sa.n Jose :-3.te case to 
s-.:.pport its position on wage esca.lation factors, it disrega.rds the 

.case on the question of acceleration of med1cal and dental costs. !n 
the San Jose case the COJ:lmission allowed an increase of 162.1...f,. for 
Blue' Cross covera.ge required by union contract. 

Suburban estima.ted a :;0% increase in cost per year.. It 
introduced evidence of its actual experience and attempts to reduce 
medical and dental costs. 

• 

The record indicates that Suburban experienced 
increases in the cost of its medical and dental coverage of 129% in 
1981, ~1% in 1982, and 52~ in 198:;. In the spring of 1982, Pacific 
Mutua.l tife Insurance Company, S~b~rban's medical and dental ca~rier, 
noti!ied Suburban that its precium for coverage in 1983 would 
increase by 67.5% over the 1982 premium. Suburban decideo to seek 
coverage elsewh.ere. It sought bids trom four othe'r carriers, all of 
which, except tor its present carrier, New York Lite Insurance 
Company, ~uoted similar substantial increases in premiums. 
Suburban's existing coverage, s.ponsored by New York Lite, is 

.. 
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.... basically a self-ins~rance type of plan in ,wh1ch a set monthly 
adm1nist~ative fee is charged cased on nucoer of employees, with 
applicant rei~bursing the carrier ~or claims actually paid o~t. 

... 

... 

The Staff witness ,who testified in behalf of the 
Staff's estimates was unawa~e that medical and dental insurance is 
based on expe~ience rating. 

Suburban has taken action to reduce 'medical a.nd dental 
costs. Its estimate based on actual experience and the cost-cutting 
actions takel'l is core reasonable than the Steff"s· and "~:ill be 
adopted. It is as follows: 

San Jose District 
1984 
1985 

Whittier District 
1984, 
1985' 

Medical and Dental 

c. Worker's Compensation 

$219,200 
278,800 

11:;,600 
144,500 

The Staff estimated $128,100 a.s the yearly c'ost of 
worker's co:pensatior. for the test years. It based its estimate on 
2.:l analysis of the percentage of total payroll paid tor this cove~age 
fo~ the years 1978-1982. Howeve~, the Staff excluded 1980, in which 
there was a large pe~centage. The Stat! claims this was not a 
ty,ical year and that new employee safety programs will prevent the 
~ecurrence of such a year. 

Suburban estimated the cost of worker's coopensation 
coverage at 5135,000 for 1984 and' $195,000 for 1ges. 

Subur~an contends that worker'S compensation insu~ance 
is based on pajToll, class of payroll, a rating systec based ona so-' 
called coe1!ication factor whieh is detercined by the insured's 
accident ~eco:,d, and the cost 0'£ health care and rehabilitation. It 
a~~~es that the worke~'s eoopensation field is not competitive and 
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because of the problem of escalating med1c~1 costs a number of 
carriers have been dropping out of the field completely. It is a 
seller's market. The premium tor any given year is based in part 
upon the a.ccident record over the prior three years and upon how:, much 
the carrier has paid out in claims. ~his so-called modi:f'icat·ion 
facto:' will increase "to reflect an increase in the accident record in 
any year. Suburban experienced a h!gh accident level in 1979 and 
accordingly the relationship of pre~ium to payroll for '980 rose'to 
".4~. It asser"ts that fluctuations in the ac.ciden:t level a:-e to be 
expected since even with the institution of employee safety pro£;ra::ls 
"they are basically out of the em:ployer's control and severe accioents 
in a construction crew are to b'e expecteo from time to time. 
Suburban also contends that its expos·ure is higher than that of other 
water utilities 'because it per:f'or:l.s a substantial portion of ite own 
x:ain installation while cost other utili ties contract suc·h work, out 
to othe::-s • 

The Co~ission finds that Suburban's estimate of 
S13,,000 
based on 

fo::- 1984 is mo~e reasonable than the Staff's because it is 
an actual quotation for the insurance. We further fine that 

the Statf's estimate for 1985 is too low ane Subur'b?..n' s' is too high. 
A , O~ escala.tion facto::- appliec. to the 1984 estimate is 3,ppropriate. 
The sum of $148,,00 is a reasona~le estimate for 1985. ~he following 
will be authorized: 

Wo'rker f S Cotl'Oensation Insurance 

San Jose District 
1984 
, 985 

Whittier District 
1984 
118, 

c.. Vacation Accrual 

• 

$69,800 
76,800 

;6,200 
;9,800 

Suburban's vacation accrual estimate for 1985 consists .o! three cocponents - Retirements, Discharged, and Buy ~ack. !t pays 
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.• 1 em:p oyees retiring or being discharged for vaca,t1on credits not 

• 

used. Employees normally cannot carry va,cation credits for more than 
two years. After two years the company buys back a :po·rtion of the 
unused credits. The Staff found that generally, when employees 
retire or are being discharged, they are not replaced for weeks. 
Therefore, the expense$ incurred to 1'a'1 off thei'r vacation accruals 
tend to be offset by the wages and benefits that Suburban would not 
have to pay but is allowed. elsewhere in ;pa'1roll expenses.. The 
Staff's estimate allows only the buy back portion of the vacation 
accruals. Suburban does not controvert the Staff's estimate. The 
following estimates will be adopted: 

San Jose District 
1984 
1985 

Whittier District 
1984 
1985 

Vacation Accrual 

6. Property and Liability Insurance 

$6,500 
6,,500 

',400 
;,400 

Suburban and the Staff agree that $1;0,200 is a reasonable 
estimate for the cost of oasualty and liability insurance for 1984. 

They disagree over the 1985 estimate. 
A witness called by Suburban testified that four factors eo 

into determining the price of this insurance, namely: (1) the 
condition of the marketplace, (2) the effects of inflation on the 
assets being insured, (') additions to those assets· either through 
re:plaoements or new plant ~nd eqUipment, and (4) the number of 
employees and motor vehicles covered. For the last two or three 
years the pro:perty and casualty insurance marketplace has been highly 
competi ti ve and chaot·ic. 'W'hile interest rates were high, 
underwriters competed fiercely for business and were willing to 
expose themselves to losses on the premium side of their 'business in 

• 
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.~ order to obt~in ~unds which could be invested st rates as high as 
20-25~. .Pro:-i ts of property and liability carriers were at a seven­
year low in 1983, down 53% from the prior year. Casualty insurers 
took in preciums 0'£ $2.73 billion in the third quarter of' 198:; but 
suffered underwriting losses aganst those premiucs of $:;.1 billion. 
The witness stated that he and more knowledgeable insurance experts 
predict that this chaotic condition C2,nnot go on I:1ueh longer and that 
the marketplace must firm up, with increases. in premi\ms 0'£ 50%: to 
jOO~ over the present rates. 

The witness also state~ that the Staff's estimate of an 
increase ot 6,% does not cover the increased cost of insuring ~ew 
assets, the increased cost attributable to inflation 0'£ existing . 
assets, or the cost of additional employees covered by liability 
insurance or additional vehicles being insured. 

The Staff contends that Suburban'S 1985 estimate is based 
on specula~ive projections that are highly unrealistic and should not 

~ be allowed. The Stat'! based its estimate on what other water 
utilities were seeking in other rate cases .,'; 

~ 

Suburban's estimate is highly spec-..::.lati ve and will not be·· 
adopted. However, it does not appear that the figures used by the 
Stat! considered the increased cost attrib~~able to in!la~1on ot 
eXisting assets for 1985. Using tee same escalation factor used for 
wages, we find that the 1985 estimate should oe increased to 11~~. 

The following a:ounts will be adopted tor property and 
liability ins~rance: 

Property and Liability Insurance 

San Jose District 
1984 
1985 

Whittier District 
, 984 
, 985 
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•• 

• 

• 

7. Outside Services GO 
Suburban does not controvert the Statf"s estimates tor 

outside services. ~hey will be adopted and are as tollows: 

San Jose District 
1984 
1985 

Whittier Dist~ict 
, 984 
1985 

8. A&G - GO 

Outside Se~vice~ GO 

593,500 
98,900· 

48~500 
51,.200 

Suburban does not controvert the St8ff's estimates on A&G -
GO. iJ:hey will be adopt.ed and are as follows: 

San Jose District 
1984 
, 985 

Whittier District 
, 984 
1985 

E. Taxes Other Than Inco~e 
1. Ad Valorem Taxes 

A&.G - GO 

$156,100 
160,000 

80,.900 
82,900 

~he Sta!:f' , s estimates for ad valorem ta.xes were computed by 
taking the beginning-ot-year balance for plant in serVice, 
subtracting depreCiation reserve, and· a.dding construction work in 
progress (CWIP). The Staff then used the latest 1982-S; effective 
tax rate of 1.016% for the San Jose District, 1.184% for the Whitti'!:'~ 
District, 1.;57% for the GO allocation to comp~te the estima.ted tax. 
Suburban estimated the market value of the plant in each dist:-ict a.nd 
applied a rate of 1.30'; to this figure to esti:cat·e the tax. 

~he Staff's methodology, which uses the most :-ecent tax 
rate is more reasonable than Subu:-ban's and will be adopted. ~he 
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.• amounts will be adjusted in accordance with the finding ma.de here. 
The amounts a~e as follows: 

San Jose District 
1984' 
1985 

Whittier District 
1984 
1985 

2. Payroll Taxes 

Ad Valorem Taxes 

$16;,800 
169,600 

94~·;OO 
98,700 

The difference between the Sta.:'f's estimates for payroll 
taxes and Suburban's is due to the difference in payroll estimates 
a.nd the difference in wages not subject to FICA. Since the Sta.tt's 

estimates have been adopted, we find its esti~ates tor 
taxes to bE' more reas·onab1e than Suburban's'. 1'hey will be 
and are as tol10ws: 

payroll 
payroll 
ac.opted 

•• Pa.yroll Taxes 

• 

San Jose District 
1984 
1985 

Whittie~ District 
1984 
1985 

F. Income Taxes 

$117,900 
12;,600 

61 ,100 
64,100 

The dif'!erences between the Sta!f's·estimates a:nd 
Suburba.n's for income taxes re::!..ate to differences in ca:pi tal recovery 
of cost for property added to plant. There are disputed items,. 
however, there is no dispute over methodology. We find the .following 
estimates for income taxes reasonable: 
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San Jose' Dist~ict 
1984 
1985 

Whittier District 
1984 
1985 

Income Taxes 

California 
Franchise 

Tax 
5172,500 

175,000 

95,:;00 
94,900 

G. Utility Plant in Service 
1. Whittier Main Re~lacement Pro~ram 

Fede::-al 
Income 

Tax 
5780,200 
804,200 

424,:;00 
426',900 

Total 
5952,700 

979,200' 

519,000 
521,800' 

Suburban estimated the cost of its Whittier Dist::-ict main 
re~lacement ~rogra: at 5150,000 for 1984 and $100,000 for 1985. The 
Staff agrees with the 1985 estimate but contends the 1984 estimate 
should be reduced to 5110,000. 

The Statf based its estimate on a schedule of spe'cl:f"lc 
~e:placement jobs which was furnished by Subllrb8,n in J'llly of 1983. 

_sub~::-ban i~t~oduced evidence th~t there were jobs of lower ~riority 
and unkno·Nn jobs which would cause the amount ex~ended, in 1984 fo~ 
the ·f1hi ttier main replacement ~rogram to be $150,000 or more.. W~ 

find S'.lburban' s evidence to be convincing, on. this issue. Theref.ore, 
Suburban's estimate 
adopted. 

is more reasonable than the Staff's, and will be 

2. Fairgrove Project 
Suburban proposes to install a 9,000-foot transmission main 

in Fairgrove Avenue to transport water from Plant 140 to the 
distribution syste::: in the San Jose District. The estimated cost 0-: 
this project is 5900,000 and Suburban proposes to construct the 
project in three phases. It has included $'00,000 per year in the 
test years for construction of this project. 

The ~roposed transmission main would replace old low 
pressure lines which currently transport the water from this plant to 
the distribution system. There are currently three wells at Plant 

_ 140. One well, 140 W-2, has not been in service tor many years 
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.• because of the hig.."l nitrate level present in the water. Well 
No. 140 W-1 has not been used since 1978 because of the high ni tra.te 
level present in the water. Well No. 140 W-3 is presently still in 
use, since it was drilled later and at a deeper depth. Suburban also 
proposes to drill a new well in 1985 on this site. 

The Staff eontends that the Fairgrove Project should not be 
included in plant for the test years - in e!tect, that it should not 
be constructed. The Stai"f'asserts that the water supply fo:' the a.rea 
is adequa.te and thst the expenditure ot $900,000 is' not justified to 
transport core water into a zone which has an 'sdequate amount. The 
Staff bases its assertion of adequate water supply on the premise 
that "a number of the wells not in service because of high TCE or 
nitrate levels are available for standby use." The Staff also 
questions whether the proposed new well will provide the necessary 
a::loun't of water. 

The Fairgrove Project would be located in.a portion of 
• Suburba.n 1 s San Jose Distri ct. The sources of water' supply for that 

area are Suburban's wells, water which can be moved trom an adjacent 
service-' zone into the Zone 547 area, a connection with' the Rowland 
Area County Water District, and existing sto·rage faci11 ties. 

• 

Suburban's chief engineer testified tha.t the maximum day 
e.e:lanc. for the area in question is approximately 22,,;00 gallons per 
minute. The maximU:l day supply is approxi:lately 20,500 gallons per 
minute, which resul~s in a deficiency of approximately 1,800 gallons 
per minute on a maxicUl: day demand. While there is a deficiency in 
the max1=~ day supply, -:he annual prod'.lction is adequate to meet the 
annual needs of the area. 

Some of the wells serving the area, have a quality problet:. ' 
This proble:: perta.ins to TeE (trichlorethylene), PCE 
(tetrachloroethylene) and nitrates. The quality proble:l is attectee. 
by the depth of the well. All three contal:linants affect'shallow 
wells. Wells drilled by Suburban to apprOXimately 1,000 feet in 
depth have had no water quality problem. The quality proble:l is more 
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p~onounced in the southern part of the sys~em, the so-called Zone 520 
systec, whe~e wells have a contamination of TCEs and PCEs. The 
northerly pa~t of the Zone 547 system has a lesser degree of 
contamination but nevertheless is ap~roaching, if not exceeding, the 
current accep'table levels spelled out by the Department of Health. 

Ground water is generally available throughout the system. 
~ut, because ot the quality proble~, all new wells must be drilled to 
a depth of approximately 1,000 !eet. The best a.quifers are in·the 
area closest to the San Gab:-iel River to the· west of the' service .. ,~. . . 

area, where new wells can be expected to produce between ;,000 and 
4,000 gallons per minute. Wells drilled further easterly, even to 
the 1,000-foot depth, will only produce something in the a:-ea of 600 

to SOO gallons per minute. The importance to Suburban ot tl'le 
replacement ot the Fairgrove line is that the new transmission main 
will be able to bring water into the system trom the. best g:-ound 
water supply area, namely, the Plant 140 site. At that s1te Suburban 

• proposes to drill a new well in 1985 ~h1ch, with an expected 
production of from ;,000 to 4,000 gallons per minute will make up· the 

• 

. . 
. .4 . d ~ ~i i exl.s ..... ng I:laxlmWll ay I"o,e ... c ency. 

Suburban's witness testified that replacement of the 
existing Fairgrove main, installed in the early 1900:;:, is essential 
since it is a low pressure line which does not meet Depart~ent of 
E:ealth standards. The new 18-inch cain would not only meet sOlch 
standa:-ds but wO'J.ld ·also be of suff1cient size to car:-y the 
prod'J.ction fro:: the Plant 140 site to the ce~ter of the system. 

Suburban stadied the alternatives to the replacement of the 
Fairgrove line. Its chief engineer testitied that none o! them is 
acceptable. One alternative is that Subu:-ban abandon the 140 si.te 
area and drill additional wells elsewhere in the San Jose a:-ea in 
substitution for the existing 140 well and..!or the well which it 
proposes to drill at that site in 198.,. However, to obtain a 
comparable s'J.1'1'ly elsewhere would require installation of at least 
five additional wells at a cost of $250,000 tor each well. In 
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addition, alternate sites are limited sinc~ the area is fully 
developed and there is insutficient room at all but three or four of 
Suburban' 8 ex1s.ting well 8i tes for the inst~.llation of additional 
wells. 

Another alternative would be to bring Metropolitan Water 
District water into the s~ste~. Such a ~roject would require between 
15,000 and 20,000 teet of t'ransmission main in a,ddition to 
installation of a service connection to the Metropo,li tan, the latter 
at a cost of approxi~ately $250,000. The ove~all cps,~ of such a 
project would approximate 81.8 million instead of $900,000 tor the 
Fairgrove pipeline. The cost of Metropolitan water wo~ld be about 
to'.l:- times the cost to Suburban of producing its own water .. 

Suburban contends that the most appropriate solution to its 
current maxim'~ day supply deficiency in the San Jose area is the 
replace::lent of the Fairgrove main and the drilling,ot a new well ~t 
the Plant 140 site. It argues that the Sta.ff's allegation that there 

• are five ditferent purveyors trom whom water ma.y be :purchased when a 
::aximum day deficiency OCC'.lrs is not correct.. Suburban's. chief 
enginee:- testified that during perioes of high demand these, purveyors 
have no excess water. Suburban also a.ttacked the Staff's c~ntention 
that a number of wells not in service because of high TCE o'r nitrate 
levels would be available for standby emergency use. Its chief 
engineer testified that wells in the sO>lth 520 area had such high TCE 
concentrations that .they could not 'b~ used tor dome-stic consumption. 
:heir only use would be for fire protection or other purposes. 

• 

The Cocmission is of the opinion that the record 
establishes the need for the Pairgrove main replacement as the most 
reasona.ble and least costly way to remedy the maximum day sUPl'ly 
deficiency problem in the affected portion of the San Jose Dist:-ict. 
Suburban's estimates with respect to the project are reasonable and 
will be adopted . 
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3. New Reservoir 
Sub~~ban proposes to constr~ct a new reservoir in 1985 ane 

1986. There is agreement between Suburban and the Staff of the need 
for the rese~voir. They disagree about its estimated· cost. Suburban 
estimates the cost at 5800,000. The Staff's estima.te ·is $71:3,500. 
Each esti.::ate includes the undisputed amo~nt of $120:,.000 tor $i te 
p~eparation7 on-site plumbing, controls, telemete~ing, and 
engineering. 

Suburban'S vice-president for operations testified its 
estimate was based on an industry rule of thumb of 25 cents per 
gallon for the cost of construction of the tank itself. This 
produced a figure o~ S625,000 to which was added an inflation factor 
of 5% for 1984 and 4~ for 1985. The cost of the tank ·,.,a.s esticated 
to 'be 5680,000, which, added to the $120,000 tor site preparation, 
etc., resulted in a total estimate of $800,000. 

• 
The Statt derived its estimate 'by submitting information 

supplied by Suburban to Natgun Corpo·ration, a firm with 50 years of 
experie~ce constructing concrete reservoirs of the type proposed. 
Natgun sent the Staff a letter which included the following.: 

"Based on 1983 construction costs, a suitable 
estimating figure for a 2.5 MG precast, 
prestressed concrete storage reservoir with an 
overflow height of 40 ft. or less is 
$600,000.00. Loca.l, st.ate, and federal taxes, if 
a.pplica'ble, are not included in the price. 

"As we discussed, the a~ove price is 'based on a 
municipal bid and union construction. P:-iv3.te 
type work involving non-union construction 
negotiated contract can 'be up to 15% to 20r: less 
than a ~unicipal bid price." 

The Staff, using the Natgun letter as a ~~ide, deducted 10~, fro~ 

Subu:-'ban's esticate to arrive at its esti~ate. 
Suburban contends that the Natg~~ letter suppo:-ts its 

estimate. It argues that the estimate in the letter is based on 198; 
construction costs with no inflation allowance and that local, state, 

• and federal taxes were not included in it. 
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The Staff witness who testified in support of its estimate 
was ambivalent. He acknowledged th~t the Commission favored the use 
of competitive bidding for such projects. He was ~~aware that this 
was also Subu:-ban's policy.. At one pOint he ~tated the Staff's 
estimate was obtainable through competitive bidding. tater, he 
testified that it might be· neeessary t·o use a negotiated cont::-act to 
obtai~ a bid at the Staff's estimate. 

We find that Suburban's estimate, which takes into account 
inflation factors, local, state, and :t"ederal taxes, and is based on 

• ,.c 

compet1~ive bidding, is more reasonable than the Staff's. It will be 
adopted. 

4. Video Eouipment 
Suburban included in its estimate $42,000 to::- video 

equipment. The Staff excluded this amount from its estimate, 
considering it an unjustified expense. The expense includes. two, 
cocponents: (1) Microfilming equipment and (2) prOjection equipmen't. 

~ Subu::-ban p::-oposed to acquire the ~icrofilming equipment, at 
a cost of· $36,000, to store current and past reco"rds. ~he Staff 
contends that Subu:-ban has failed to justify why the use of its 
existing computer system and physical storage of records is not 
suffiCient. We find th~.t Sta!f' s p03i tion on this pOint to be 
correct. S~burban has failed to justify the reasonableness of this 

• 

i~e=. 

The remaining 56,000 was earmarked for the ::-eplacement of a 
16-millimete::- fil:l projector and a 35-millimete::- slide projector, 
both over 20 years old. ~he record indicates that the projeeto::-s are 
used by applicant in its conse::-vation prog::-am and a.lso fo,,: boa::-d 
meetings~ employee safety films, and employee training. The existing 
eqUipment is heavy, un::-e1iable, and tends to 'break down. The 
Commission :-inds that Suburban has es.ta'blished the reasonableness of 
this portion of the es.timate, and $6,000 will be allowed for 
prOjection equipment • 
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5. CWIP -
The .staf! and Suburban have agreed upon a method to be used 

in determining CWIP estimates which uses the CWIP amount at the 
beginning of the year. Eoth parties also have agreed that the 
Sta.!!f s a."ld Suburban's plant additions will be, adjusted vi th 

weighting factors based on a 1)-month weighted average,o!"utility 
plant in ser"lice, plus CWIP. 

6. Rate :Base 
Eased on the findings herein made, "the following rate'oase 

is re3sonable: 

San Jose District 
'U-:ility Plant 

DepreCiation Reserve 
Average DepreCiated 

Rate Eas.e, 
WhittierD1strict 

Utility Plant 
Depreciation, Reserve 

Average DepreCiated. 
Rate Ea,se 

H. Rate of Return 

Rate Ease 

S 7,546,200 $ 7,843,300 

11,746,800 12,253,000 

4,209,700 4,405,200 

6,115,000 6,1)5,300 

Suburban seeks a ret~rn on rate base of 14.28% for 1984, 
~ 4. ;0% for 1985, and- 14. )2% for , 986 with a correepondlng return on 
e~uity of 16.00% in each of the three years. The Staff recocmends 
rates of return on rate base within the following range: 12.34% to 
12.64~ for 1984, 12.48% to 12.78% for 1985, and 12.51% to 12.81% for 
1986. The corresponding return on equity is in the range of 13.75%, 
to 14.25%. 

The question of what constitutes a reasonable rate of 
return 1s one to be determined by the Commission. (City of Visalia. 
(1969) 69 CPUC, )11, )19; PT&T Co. (1954) 5, CPUC 275, 284.) 
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"Among the :-a.ctors which the Commission ha.s 
enumerated in recent decisions on other utilities 
as influencing the rate of return which also 
might affect the level of rates or of a 
particular rate area: investment in plant, cost 
0:- money, dividend-price and earnings-price 
ratios, territory, growth factor, comparative 
rate levels, diversification of revenues, public 
relations, management, financial policies, 
reasonable construction requirements, ~revailing 
:!.nterest rates and other economic conditions, the 
trend of rate of return, past financ1ng success, 
future outlook for the utility, outstanding 
securi ties and those :proposed to be ·issue~ •. 
Additional factors to be considered are adequacy 
of the service, rate history, customers 
acceptance and usage developed under existing 
rates, value of the service and cost to serve. 
No one of the above factors is solely 
determinative of what may constitute 
reasonableness of earnings, rates, or rate of 
return." (PT&T Co., supra, at 1'. ;09.) 

Cost of money is not decisive on the issue of rate of return • 
• (So. Cos. Gas Co. (1960) 58 CPUC 27, 44; California Water & Tel 

(1952) CPUC 180, 190.) # 

Co. 

• 

. 
The differences between Suburban's request and theStai't's 

reco:enda'tion 9.re due to: (1" The lower borrowing costs the Staff 
ass~ed on future debt financing, and (2) Subu~ban's request for a 
higher return on common stock equity than that which Staf! 
:-ecoc:ended. 

Suburban i·ncluded a prOjected debt issue of $;,000,000 in 
,its application with an estimated interest rate of 16~. Its interest 
rate was eerived froe quotes informally obtained from a Dumbe~ of 
insurance companies during the earlier part of 198;. The Staf~'s 
estimate 0:- the cost associated' with this financing was based, in 
part, on a review of historical trends in interest rates and inte:oest 
rate forecasts published by Data Resources, Inc-, including dats up 
~o October 198;- The Staff contends that since Suburban's debt is 
not rated, a comparison of the coupon rates on its more recent debt 
issues with those of public \ltility bonds issued in the same time 
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period is appropriate. Such comparison shows that Suburban has 
obtained rates simila:- to those of A-rated utilities. Since Data 
Resources, !nc., publishes a forecast for AA-rated debt only, Staff 
considered the historical interest rate spread between AA- and 
A-rated utility bonds' to. arrive at Staff's recommended. rate of. 1;.00% 
for the company's debt financing in 1984. The S,tsf! introduced 
evidence indicating that Southern California Water Company issued 
debt at ~ 1 .. 75~ in August 198; and that Cali f'or:li a' Water Se'rvice 
issued debt at an effective rate of' 1;.26% in .October .198;~ 

Suburban and the Staff disagreed in their esticates tor 
return on cl~mmon equity because of their reliance upon differing 
cethodologies. :Soth used a discounted cash flow analysis (DCF)to 
develop a return on common equity. The DCr model recognizes that the 
current ma.,rket price of a share of" common stock equals the present. 
va.lue of the expected future st:-eam of di vieends and th"e future sale 
price of the share of stock, discounted at the investor's discount . 

• rate. This discount rate represents the investor's opportunity cost 
of capital, i.e., the rate of return he ean earn on alternative 
investments of com~arable risk. 

The Sta!f disagrees with Suburban's use of company-specific 
data in its DCr an:3.1ysis.. The companY" s common stock 1s not listed 
on ~~ exchange and is thinly traded. Therefore, market data tor 
this co::pany is not readily available. The Staff asserts th:9.t any 
data abollt the stock is suspect as far as ecbodying investor 
ex~eetations and valu.ations. The Stat! argues that an unee:-lj'ing 
assucption in making any ki:ld 0'£ a market analysis using a financial 
l:lodel such as the DCr is to incorpo:-ate efficient market data 
resulting t:-OI: active stock trading beto,.;een buyers and g,ellers so 
that investo:-s' expectations a:'ld eval~ations of the company and of 
the economy are embodied in the rate of return on equity. To. obtain 
a more precise estimate from the DCP analysis, the Stat! relied on 
data troe a group of eight wate:- coepanies coeparable to Suburban tor 
which market data is readily available. The Staff also contends that •• 
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.~ the Suburban's reliance on a single compan~'s data for use in the DCF 
analysis results in less precise estimates since it is subjec~ to a 
greate~ degree of er~or. The Staff also consider~d the relative risk 
o-t Suburban with the average risk of the group of companies. ~he 

Stat! arg'oles that Suburban has a lower financial risk due to: (1) A 
greater cot:1ton equi',ty ratio, (2) Greater financial flexibility trom 
internal cash :flow, and. (:?) Greater interest coverage protection tor 
its fixed charge obligatio~s. 

The Staff el:lp10yed merket data pertaining solely' to water--. ... . 
utilities in its DCr and risk premiUt: analyses. It excluded energy 
utilities in its analyses because it contends that business and 
financial risks for energy companies are dissimilar to those of water 
companies. Suburban argues that energy utilities should be included 
because the financial risk 1'0 water utilitiez is equal to, it not 
greater than, energy utilities. 

The Statf also :pro:posed that an operatior..al attrition in 
~ rate of' ~eturn based on the adopted sU:lmary o! earnings -tor 198'4 and 

1985 should be conSidered in setting rates for the year 1986. It 
also proposed that: (1) On. or after November 15, 1984, Suburban 'be 
required to file an advice letter, with appropriate workpa~ers, 
requesting the step rate increases, or to file a lesser increase in 
the event that the rate of return on rate base for each district, 
adjusted to reflect the rates then in e!tect and normal ratemaking 
adjustments for the .12 months ending September 30, 1984, exceeds the 
lower of (a) the rate of return found reasonable by the Com~ission 
for it during the corresponding period in the then ~ost recent rate 
decision, o~ (b) the rate of return adopted in this :prpeeeeing. 

~ 

(2) On or afte~ November 15, 19B'5, Suburban be authorized to file an 
advice letter, with appropriate workpapers, requesting the attrition 
offset rate ir.ereases, or to file a lesser increase in the event that 
the rate of return on rate base for each district, ad.justed. to 
reflect the rates then in etfect and nor~al ratemaking adjust~ent$ 
to:" the 12 months ending Septecber 30, 1985, exceeds the lower of 
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(a) the rate of return found reasonable by the Commission for 
Suburban Water System during the correopondine period in the then 
~ost recent decision, or (0) the rate of return adopted in this 
proceeding. Suburban does not object to these Statf proposals. 

The Staff's methodology using non-specific company dat~ in 
the DCF analysis and using ~ore current market data is more 
reasonable than Suburb~n's and will be adopted. In using the Staff's 
methodology we find that other calculations testified to by Staff 
witnesses indicate that the top of the suegested ranges should be 
utilized. We find the following rates of return on rate base to be 
reasonable: 1984, '2.64~; 1985, 12.7S~: 1986, 12.81%. These figures 
translate to a return on e~uity of 14.25%. 

I. Rate Desip:n 
Suburban contends that its rate structure should be 

changed. It argues that the present structure is too heavily 
weighted to the comm.odi ty cha.rge, as opposed to the service charge. 

.• Suburban asserts that the service charge should generally reflect ~ 
utility's fixed charges while the commodity charge should reflect the 
variable or volume-related charges. This is not the case with the 
present rate structure. Suburban'S present service charge provides 
only 37% of its revenue, while its fixed costs' are 75~ of total 
costs. Su'burbs.n argues thet beca.use of this imbalance, a d 1fference 
in use per customer of 1 ccf will have an effect on ~evenue in the 
San Jose District in excess of $17,000, while the concurrent effect 
on expenses will be only $7,000. Suburban also contends that if 
water usage estimates prove to be too high, its revenues will be 
~educee far more than its expenses. It argues that if the rate 
design were to reflect a higher service charge level, so that a 
greater percentage of fixed costs were assured of being recovered, 
its risk would be reduced. 

• 
Suburban also asks that the large meter size service charge 

be increased in relation to the small meter size service charge. It 
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argues that the relation between the service charge (readiness to 
serve charge) for the large meter and the service charge for the 
small meter should be in direct proportion to the capacity of the 
meter as a reflection of the demand which the individual customer can 
place on applicant's system. Suburban asserts that the existing 
relationship, established in 1968, was based on a cost analysis ~hich 
is· no longer applicable and which made no attempt to relate the 
readiness to serve charge to demand. It contends that :e:airness to 
individual customers as well as to the utilit~ requires that the 
relationship between the various service charges be revised. 

The Statf opposed Suburban's attempt to change its rate 
structure on the ground that the proposed changes are contrary. to 
current CoItI:lission policy. It recommended the 1"ollowing rate design: 
(1) Authorized increases should be spread equally to service eharges 
ar:.d commodity rates. (2) A differential of 25% in increase since 
Janl:.a:-y 1, 1976 between life line usage (s.ervice charge for 5/8 x '3/4-

.inch ~eter plus 300 cu. ft. of wate:-) and acc~ulated system ave:-age 
increase should be"maintained. (3) Suburban should continue the 
present "policy of limiting increase to any" usage level to .. tw·ice the 
average system increase. 

• 

The Staff also opposes Suburban's request to set se:-vice 
cha.:"ges in proportion to r:ete:" capa.city. The Staff 3.:"g".leS that this 

wO"olld result in an increase of more than 300% tor C'.lstomers w1 th 
large mete:"s, which is "not justified. 

The Staff had no objection to an increase in rates for 
private fire protection (Schedule 4) and fire hydrant service on 
pr1 vate property (Schedule 4A). It recor:mended tha.t t~~ rates for 
these services be increased proportionally t~ the increase in the 
total gros.s revenue. 

"In PG&E Decision No. 84902, (1975), 78 CPUC 6;8, 
726-727, and 7;7, several ratemaking~actors are 
listed for consi~eration when designing a 
particular rate spread. The Commission stated 
that: 
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"The 

"Over the years a generally a~cepted set of 
attributes ot a good rate structure has 
evolved; these a~e: 

Production o~ the revenue requirement. 
Simplicity and ease of understanding. 
Stability 0'£ revenue. 
Fair apportionment of cost of service. 
Discourage~ent of wasteful use. 
Encouragement of efficient operation of 

system. 
"In the attempt to design rates ~ossessing 
these attributes, various factors are usually 
considered. These are: ." 

Cost of service. 
Historical rate structure. 
Competitive conditions. 
Value ot service, including 'what the 

traffic will bear.' 
Adequacy of service. 
Customer acceptance." 

Cocmission also stated at page 737: 
"Earlier we listed the generally accepted 
attributes of a good rate structure. ~hes~ 
criteria. are as valid now as they have ever 
been, but, their a~plication requires a 
major overhaul in the traditional 'declining 
block' rate structure. Today, the 
overriding task for this Commission, the 
utilities, and the public is conservation." 
(PG&E, An,elS Water System (1980) 4 PUC 20. 
34 7, ~69. 

The assertion that ~resent rate structures have reflected increased 
revenues aloost entirely in the commodity charge component and very 
little in the readiness to serve component causes a lack ot revenue 
stability ..... as presented to the CommiSSion in Calif. W~ter Service Co. 
(1981) 6 CPUC 2d 88. In that decision, we stated: 

"Weile we recognize that much merit underlies 
applicant's assertions, we are here most 
izmediately concerned with the intent to bend 
every effort to bring about maximum incentives to 
promote conservation. As the staff witness 
pOinted up: I! you do not give incentive to the 
custocer, he is not likely to conserve • 

- 38 -



•• 
A.8~-08-29 ALJ/jt ". " , .' 

Conservation is one of the primary objectives 
that we look to in designing rates. We believe 
that the staff's proposal of spreading the 
increase percentagewise equally between the 
service charge and the commodity charge is more 
likely to achieve our ob.jecti ve than 1s 
applicant's proposal to increase the service 
charge twice·as much as the commodity charge." 
(6 PUC 2d at p. 106.) 

We decline to change our policy here.. The Staff's rate design 
proposals are cons~.stent with Commission policy and e.re tlore 
reasonable than Suburban's and will be adopted. 

No other pOints require discussion. The Commission makes 
the following findings and conclusions: 
Pindin~s of Fact 

1. The San Jose and Whittier service areas of Suburban'S San 
Jose-Whittier District are geographically and operationally 
sepa,rate.. They have different weather patterns, different rate bases 
per custotler, different amounts of water use per customer, and 

• different water supply costs. It is reasonable to allow Suburban to 

• 

. 
establish each area as a separate district 'I'or ratemak1ng and 
accounting purposes. 

2.. The acceleration of the reconstruction of the Bartolo 
transmiss10n main was not included in Suburban'S application and 
should not be considered in this proceeding. 

3.. At presently authorized rates Suburban wO'.lld have a return 
on rate base !or its' Whittier District ot 8.23% for test year 1984 
and '.96%!or test year 1985 .. 

4 .. At presently authorized rates Suburban would h."!ve a return 
'. 

on rate base for its San Jose District of' 9.57% for test'yea.r '98~ 
and 7.70% !or test year 1965. 

5.. ~he Staff t S estimate of water consumption' for the test 
years i5 ::lore consonant with the purposes of Standard Practice U-2S 
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~~ than Suburban's estimate. The Staff's estimate uses weather stations 
entirely within ~he service areas and Suburban's does not. The 
S~aff's estimate of water cons~:ption for the test year is mo~e 
reasonable than Suburban's. 

6. Estimates of purchased water 'and purchased power are 
dependent on the estimate of water consumption. Having tound the 
St:a!i" , s estimate ot water consu.::lption to, be more r'easonable than 
Suburban's, its estimates to":' purchased water and purchased power are 
more reasonable than Suburban's. 

7. Suburban has failed to sustain its burden of showing that 
it needs !:lore than 17 new employees tor the test years. The Statt's 
esticate of 17 is more reasonable than Suburban's. 

8. The Staft's estimate of increase for wage escalation tor 
the test years is more rea.sonable than Suburban's because it better 
reflects inflationa.":'y t:-ends and projected wage escalationst·or the 
peri-od. 

~ 9· 
based on 

The Statf' s est,imate for employee pensions and bene!i ts is 
its· estimate of number of employees heretofo,re found 

~ 

reasonable. The Sta.:'f's estimate is core reasonable than Suburban's. 
10. Subu:-ban experienced increases in the cost of its medical 

and dental cove:-age ot 129% in 1981,31% in 1982, and 52% in 1983· 
Sub'.l:-oa."l'S estimate fo':' medical and dental expenses which is based on 
act-.;.al expe:-ience ane. cost-cutting actions which it has taken is !:lore 
,:,easonable than the ,Staff's. 

11. Suburban'S estimate for 1984 tor worker's compensation 
insurance is ba.sed on an actual C!,uotation for that·insu,:,ance a:l.d is 
core :-easor..able th~n the Staff's estimate. 

12. Suburban's estimate for 1985 for worker's com:pensat10n 
insurance is too high. The Staff's estimate is too low. A, 
reasonable estimate 1s derived by applying a 10% escalation ~aetor to 
the 1984 estimate. The sum of $148,500 is a :-easonable estimate ~or 
worke:-'s cocpensation 1nsu:-ance for 1985. 
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13. The same esca,la-:ion :'actor as ado,pted :for wages should be 
u-:i1ized in estimating property and liability ins~rance for 1985. 
The sum 0:' S75,054 is a reasonable amount for the San Jose District. 
~he sU: of $38,906 is a reasonable amount for the Whittier District. 

14.. Suburban's estimate :or the 1984 Wl'littier District main 
replacemen-: program is more reasonable than the Staff's. because· it 
encoI:l~asses all .work to which the cOI:lpany is committed. 

15. The Fairgrove project (drilling a deep well and installing 
a 9,OOO-:f"00t transmission main) is the reasonable and least costly 

, ... 
way to remedy the maximum day supply deficiency problem in the 
a:fected po::'tion of the San Jose District.. ·Suburban' $ estimates with 
respect to the project are reason~b1e. 

16.. Suburban's estiI:late for the proposed neON reservoir ",t/hich 
takes into account inflation factors, local, state, and federal taxes 
and is based on compe-ti ti ve bidding is more rea,sonable than the 

Sta~frs estimate. 
• 17: Suburban has failed to establish the reas,onableness of its 

total estimate for video equipment. It has established that the sum 
of 56,000 is a reasonable estimate for -:he replacement of 2. 16-
millimeter film projector and a 35-millimeter slide projector, both 
over 20 years old. 

• 

18. Since tlOS-: of Suburban'S estimates for plant additions were 
!ound to be reasonable, its estimates 'for CW!P are reasonable • 
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19· The following ~e8ults of operations for the test years 1984 
and 1985 are reasonable: 

San Jose District 
O~erating Revenues 
Deductions· 
Purchased Power 
Purehased Water & Asses. 
Payroll Oe:rl 
Interdistriet 
Uncolleetibles 
Other 0&'1 
Franchise A!.eG 
Regulatory A&G 
Outs·ide Serviee A&G 
P~roll GO 
Postage GO 
'1ransportation GO 
Othe·r 0&.'1 GO 
Employee Benefit GO 
Insurance· Prop./Liab. GO 
Outside SerVices GO . 
Other A&G GO 
Bank Charges A&G 

Subtotal 
Payroll Taxes 
Ad Valorem ~axes 
Depreeiation 
Income Taxes (Fed. & State) 

total :::x~enses 
Net Operating Revenues 
Rate Base 
Rate o! Retu:-n 

- 4Z -

1984 -

1,408.2 
676., 
;02.1 

22.6 
344·9 
129·2 

,.6 
4.,' 

1 ,070.9 
91 .0 

Z19·9 
120.5 
466.7 
67., 
93·5 

156·.1 
21 .. 7 

5,401 .. 2 
117 .. 9 
163.8 
493·2 
952 .. 7 

7,128.8 
1 ,484 .• 8 

11,746 .. 8 
12' .. 6,4% 

1 ,396 .. 4 
864 .. 0 
528.1 

24.0 
365 .. 1 
1 '37.5 

5.6 
5.5 

1 ,12'5.5 I 

91.0 
240·.4 
12'1.7. 
550.1 : 
75· l' 
98".9 . 

160.0 
21.7 

5,816·.6, 
12'3.6: 
169·6 
518·3 
979'~2 

7,607·3 
1 ,,6,'.8 

12,,253· j 
12 .. 78% 
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Whittier District 
Operating Revenues 
Deductions 
Purchased Power 
Purchased Water & Asses. 
Payroll 0&'1 
Interdistrict 
Unco!lectioles' 
Other O&M 
Franchise A&G 
Regu;latory A&G 
Outside Service A&G 
P~roll GO 
Postage GO 
Transportation GO 
Other O&!w! GO 
Employee Eene!it GO 
Insura.r..ce Prop'./L1ab. GO 
Outs,ide Services GO 
Other A&G GO 
;e,a."lk Cha.rges M.G 

Subtotal 
Payroll Taxes 
Ad" Valorem ':Cues 
Depreciation 
Income Taxes (Ped. & State) 

Total Expenses 
Net O~erating Revenues 
Rate Base 

Ra ':~ of Return . 

. 1984 -
4,46;.4 

o9:;·} 
540.4' 
292.0 

(228,·9) 
11 .7 

18;.1 
6,6.9 
2·9 ;.0 

554.8 
47'.2 

114.0 
62.4 

242'.0 
34·9' 
48.; 
80·9 
, 1 .2-

2,760.4' 
61 .1 
94.3 

25;·1 ' 
512'.6. 

3,690:5 
772·9 

6,115·0 
12.64% 

.L98" 

4,777., 

686.2 
701.7 
307.1' 
(226~9) 

12.; 
, 94.0' 
71. T 

2.9-
3.0 

583.4 
47.2 

124.6 
66.2' 

285. , 
38.9 
51.2 
82.9 
11.; 

;,.04;,.0 
64.1 
98.7 

26; .8:' 
521 .. 8, 

;,993.4: 
784.1 

: 

6,'~5·' 
12'.78% 

20. The ~ollowing- returr..s on rate base reasonably reflect 
Suouroan's cost o'! capit~l and are reasonable: 1984, 12.64%; 198;, 
1 2 • 78% ; 1 986 , 1 2 • 81 % • 

21. The Sta!!'s :etho~ology '!or reviewing operational attrition 
is reasonable. 

22. The Staff's Qethodology for rate design is conSistent with 
Commission po1ic1 and is reasonable • 
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2;. The increases in rates and charge.s authorized by this 
decision are justified and are reasonab,le; and the present rates ana. 
charges, insofar as they differ from those prescribea. by this 
a.ecision, are for the future, unjust and unreasonable. 

24. The total amounts of increase in annual revenues, the rate 
of return on rate base, and the return on common equity for the San 
Jose District are: 

198o! 
1985 

Revenues 
Returno,n 
Rs.te· :Base . 

12.64'; 
12.78% 

Return or. 
Eeuitr 
14 .. 25% 
14.25% 

25. The total amounts of increase in annual revenues, the rate 
of return on rate base, and the return on coomon equity for the 
Whittier District are: 

1984 
1985 

• 
Revenues 

Return on 
Rate· Ease 

1Z.64% 
124078~ 

Retur'n on 
Eouity', 
14.25f, 
14.25% 

26; To avoio. further revenue loss to Suburban, since we are in 
the ~est year 1984, it is reasonable fo':' this decision to be 
effective today. 
Conclusions of Law 

1. Suburban sho~ld be au~horized ~o establish separate 
districts for ratema.king and accounting pllrposes fo,r its San Jose ano. 
Whittier service areas. 

2. Suburban should file a se~ara~e rate base offset 
application concerning the acceleration of the Bartolo transmission 
cain replacement. 

;. The Staff's estimate of wa~er consumption for the test 
years should be ao.opted. .. 

4. The Staff's es~imate of pu:-chased wa~er and purchased power 
for the test years should be adopted . 
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5. The Staff's estimate for the n~ber of new employees for 
test years should be adopted. 

" 6. The Staff's estimate to~ wage escalation for the test yea~s 
should be adopted. 

7. The Staff's estimate for employee pensions and benefits 
should be adopted. 

8. Suburban's estimate tor medical and der.tal expenses should 
be adopted. 

9. Suburba.n f s estima.te 'tor the 1984 eozt' o'! ·~orker':3 
compensation insurance should b~ adopted. 

10. The SUJ:l of $148,500 should be adopted tor estimated 
worker'S compensation insurance tor 1965 tor total compa~y. 

11. The following amounts should be adopted as estimates tor 
property and l!abili ty insurance for 1965: S'an Jose District, 
S75,100; ~r.ittier District, $;6,900. 

12. Suburban's 1964 estimate'fo'!" the cost of the "Whittier 

• 

District main replacement plan should be adopted. 
13. Subu:'ban should be authorized to construct the Fairgrove 

project$. Its estimates {for the test years in connection with the 

• 

project sho~ld be adopted: 
, 4. Suburban "~so estimate for the proposed new res,ervoir should 

be adopted. 
15. The estim~ted sum ot $6,000 should be 2uthorized for the 

replacement of a 16-:.illimeter fi1: projector and a 35-millimeter 
slide projector. 

16. The :'esul ts o"! operations set forth ,in Pinding 19 sho"..:.:!../! be 
ac.opted 'for the test yea.rs 1984 and 1985 anc. used in establishing the 
rates autho:-ized in this, procee·ding. 

17. Suburban should "be authorized to tile the revised water 
rates set !or'th in Appendix A. 

18. Appendix E sho~ld contain the provisions for operational 
attri tion found reasonabl'e • 
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!~ IS ORDERED that:· 
1. Sub~rban Water Systems (Suburban) is authorized to 

establish separate districts for ratemaking and accounting pur~o$ee 
for its San Jose and w"hittier servi'ce areas. 

2. Suburban is a'.lthorized to tile the revised rate·schedules 
attached to this order as A~pendix A. Such filing shall comply with 
~eneral Order 90-A. The effective date of the revised schedules 
shall be five days after the date ot filing. ·The revised schedules 
shall apply only to service rendered on and after the effective date 
of the ~evised schedules. 

3· Suburban is authorized to make advice letter tilings in 
1985 and 1986 to implement the provisions tor operational attrit10n 
set forth in Appendix E. 

4. On or atter·Novecber 15, 1984, the utilitY' is authorized to 
file an advice letter, with appropriate workpapers, requesting,the 

• step rate increases, or to file a lesser increase in the e~/ent· that 
the rat~ of retu:-n on rate base to·r this dist'riot, adj',usted to 
reflect the rates· then in effect and normal ratemak1ng adjustments 
tor the 12 months ending September 30, 1984, exceeds the lower ot 

• 

(a) the rate of return fo-.:.nd reasonable by the Com:cission tor 
Suburban during the corresponding period in the then most recent rate 
decision. or (b) 12.64%. ~h1s filing should comply with ~.O. S6-A. 
The requested step rates should be reviewed by the Stat! to determine 
-;heir con!ormity with this orQer and should go into effect upon the 
Staff's determination of conformity. :But the Staff will into:-::: the 
Commission if it finds tha,t tl1e proposed step ra:tes are not in accord 
with this decision, and the Commission may then modify the increase. 
The effective c.ate of the revisec. schedule shoulc. 'be no ea:-lie:- than 
January 1,1985, or 30 daysa!ter the filing of the step rate, 
whichever is later. The revised schedule shoulQ apply ,only to 
service rendered o~ and after its et'!ectivedate . 
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5. On or after N'ovem.'be:- 1:;, 1985, t~e utility isauthorizec. to 
file an advice letter, with appropriate workpapers, requesting the 
attrition offset rate increases, or to file a lesser increase in the 
event that the rate of return on rate base, for this distric't, 
adjusted to reflect the rates tnen in effect and nor:al ratemiking 
adjus"tments for the' 12 months ending Septem'ber';O, 1985, exceeQs the 
lower of (a) the rate of return found reasona'ble by the Coc.oission 
for Suburb~~ during the corresponding period in tne then most re~ent 
decision, or (b) 12.78%. Such filing should C:0l:p1y .. ~ th, G.O. 96-A 
and include evidence of an.nual expenditure of $;00,000 in 1984 and 
1985 for Peirgrove ~in replacem.ent project. If Suburban does not 
replace the Pairgrove main as antiCipated, the allowable rate of 
return due to attri tion will be reduced accordingly., The requested 
step rates should be reviewed by the Staff to determine their 
con!or:ni ty • .... i tn, this order and shall go in to' effect upon the Stat'!'s 

.determination o~ confo~~ity. But the Staff will inform the 
• CO:1C.ission i~ i'e· finds that the p~o:posed attrition rate increase is 

• 
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not in secord with this decizion~ ~nd the Commission may then modify 
the increase. The effective date of the revised schedule shall be no 
0e,r11cr than January 1, 1986, or 30 days after t,he filil'le of the 
attrition rate increase, whichever is l~ter. / 

6. The application i~1 granted as $~t forth above. 

! abstain. 

This order is e!!ective today. 
Dated June 6, 1984, at San Prancisco, California. 

vrCTOR CALVO 
DONALD VIAL 
WILLIAM T. BAGLEY 

Commissioners 

lsi LEONARD M. GRIMES, JR. 
Com.-nissioner 

Commissioner Priscills, C. Grew, 
being necessa,rily absent, did not 
participate. 
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APPLICABILITY 

APPENDIX A 
Page r 

Suburban Water System 
San Jose District 
Schedule No. SJ-l 

GENERAL METERED SERVICE 

Applicable to all metered water service. 

TERRITORY 

Portions of Covina, West Covina, La Puente, 'Glendora, 
Los Angeles County • 

• RATES 

• 

Service Charges: 

For 5/8 
For 
For 
For 
For 
For 
For 
'For 
'For 

x 3/4-inch meter •.•••••••.••••••. 
3/4-inch meter ••••••.•••••••••• 

l-inch meter •••.••••••••••••• 
1-1/2-inch meter •.•••..••••••.••• 

2-inch meter .•.••.•••.••••••• 
3-inch meter ••••••••••••••••• 
4-inch meter ••••••••.•••••••• 
6 -ineh meter ........... · ...... . 
8-inch meter ••••••••••••••••• 

Quantity Races: 

For all water delivered, per 100 cu.ft. 

Tariff Area No. 1 

Per Meter 
Per Month 

$ 6.00 
7.30 
9.30 

14.00 
18.80 
34.00 
46.00, 
76.00 

114.00 

(I) 

(I) 

First 300 cu.ft. per month ••..•.••••••••• $ 0.354 (I) 
Over 300 eu.ft. per month ... ""........... 0.594 (I) 
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RATES 

APPE4~DIX A 
Page 2 

Suburban Water System 
SAn Jose District 
Schedule No. SJ-l 

GENERAl. METERED SERVICE 
(Coneinued) 

Quantity Rates: (Continuee) 

Tariff Area No. 2 

Per Meter 
Per Month 

(N) 
(N) 
(T) 

First 300 cu. ft. per month............... $ 0.400 (I) 
Over 300 cu.ft. per month............. ••• 0.643 (I) 

'tariff Area No. 3 

First 300 cu.ft. per month •••••••••••.••• 
Over 300 cu.ft. per month •••••••••••••••• 

0.447 (I) 
0'.691 (I) 

!he service charge is applicable to all metered service.- It is a 
readiness-to-serve charge to which is added the charge, computed at 
the Quantity Rates, for water used during the month. 

SPECIAL CONDITIONS 

1. The boundaries of the zones in which the above ra.tes 
apply are delineated on the tariff service a.rea maps 
filed as part of these tariff schedules.. 

2. The· tariff areas include all cus·tomers in elevation 
zones designated as follows: 

Tariff 
Area 

1 
2 
3 

San Jose District 
Elevation, Feet 

Above Including 

547 '. 
1140 

547 
1140, 

(T) 
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Page 3 

Suburban Yater System 
Yhittier District 
Schedule No. WK-l 

GENERAL METERED SERVICE 

APPLICABILITY 

Applicable to all metered water service. 

'I'ERR1!ORY 

Counties. 
Whittier and vicinity of Los Angeles and Orange 

(!.) 

(1) 

• RATES 

• 

Service Charges: 

Per Meter 
Per Month 

For 5/8 x 3/4-inch meter ..................... $ 6·.50 (I) (L) 
For 3/4-inch meter.................. 7.50 
For 1-inch meter.................. 9.60 

'For 1-1/2-ineh meter .••.••••••••••••• 14.50 
For 2-inch meter .••.•••••••••••.• 19.30 
For 3-inch meter •••••••.••.•••••. 35.00 
For 4-inch meter •••.•••••.•••••. ~ 4S.00 1 
For 6-inch meter ••.•••••.••••••.• 80.00 
For S-inch meter ••••••••••.••••••• 117.00 (I) (1) 

Quantity Rates: 

For all water deliverecl, per 100 cu. ft·. 

Tariff Area No. 1 

(L) 

(1) 

First 300 cu.ft. per month ................ $ 0.381(1)(1) 
Over 300 cu.ft. per month................ 0.613(1)(1) 
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RATES 

APPENDIX A 
Page 4 

Suburban Water System 
Whittier District 
Schedule No. WH-l 

GENERAl METERED SERVICE 
(Continuea) 

Quantity Rates: (Continued) 

Tariff Area No. 2 

First 300 cu.ft. per month ••••••••••••••• 
Over 300 cu,.ft. per month ••••••••••••.••• 

Tariff Area No. 3 

First 300 cu.ft. per month ••••••••••••••• 
Over 300 cu.£t. per month •..•••.•••.••••• 

Per'Meter 
Per Month 

(N) 
(N) 
(N) 

$ 0.431(I)(L) 
0.664(I)(L) 

0.481 (I) (L) 
0.718 (I) (L) 

The service charge is applicable to all metered service. It (L) 
is a reaainess-to-serve charge to which is aaaea the charge, 
computed at the Quantity Rates, for water used during the month. (L) 

SPECIAL CONDITIONS 

1. The boundaries of the zones in which the above rates (L) 
apply are aelineaeea on the tariff service area oaps (L) 
filed as part of these tariff schedules., (L) 

2. The tariff areas include all customers in elevation 
zones designated as follows: 

Tariff 
Area 

1 
2 
3 

Whittier District 
Elevation': Feet 

Above, Including 

300: 
820 ' 

300 
820' 

(L) 
(L) 

(I)(L) 

(L) 
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APPLICABILI'IY 

APPENDIX A 
Page 5 

Suburban Wate-r System 
Schedule No. 4 

PRIVATE FIRE PROTECTION SERVICE 

(N) 

Applicable to all water service furnished to privately 
owned fire protection systems. 

'l'ERRITORY 

RATES 

All tariff areas. 

For each inch of diameter 
of service" connection, 

Service Area 
San Jose Whit~ier La Mirada 

per month ••••••••••.••• $6.00 (I) $6.20 (I) $4.38 

SPECIAL CONDITIONS 

1. The fire' protection service and connection shall 
be installed by the utility or under the utility's 
direction. Cost of the entire fire pro-tection 
installation excluding ~he connection at the main 
shall be paid for by ~he applicant. Such payment 
shall not be subject to refund. 

2. The expense of maintaining the private fire 
protection facilities on the applicant's premises 
(including the vault, meter, and backflow device) 
shall be paid for by the applicant. 

3. All facilities paid for by the ap~licant shall be 
the sole property of the applicant. The utility 
and its duly authorized agents shall have the 
right to ingress to, and egress from-the premises 
for all purposes relating to said facilities. 
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APPENDIX A 
Page 6 

Suburba.n Water System 
Schedule No. 4 

PRIVATE FIRE PROTECTION SERVICE 
(Continued) 

4. !he minimum diameter for fire protection' service 
shall be four inches, a.nd the maximum diameter 
shall be not more than the diameter of the main 
to which the service is connected. 

5. If the distribution main of adequate size to serve 
a private fire protection system in addition to 
all other normal service does not exist in the 
street or alley adjacent to the premises to be 
served, then a main extension from the nea.rest 
eXisting main of adequate capacity shall be 
ins~alled by the utility. The cost of such main 

. extension attributable to the fire protection 
requirement shall be paid to the utility as a 
contribution in aid of const::uction. 

6. Service hereunder is for private fire· protection 
systems to which no connections for other than 
fire protection purposes are allowed and which are 
regularly inspected by the underwriters ha.ving 
jurisdiction. All facilities are to be installed 
according to the utility's sp~cifications and 
maintained to the utility's satisfaction. The 
utility may require' the installation of a.bac~­
flow prevention device and a standard detector 
t1pe meter approved by the Insurance Service 
Office for protection against theft, lea.kage, or 
waste of water. 

7. No structure shall be built over the fire 
protection service and the customer shall maintain· 
and safeguard the area occupied by the service 
from traffic and other hazardous conditions. !he 
customer will be responsible for any daJlage to the 
fire protection service facilities • 

(N) 
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Page 7 

Suburban Water System 
Schedule No. 4 

PRIVATE FIRE PROTECTION SERVICE 
(Contin~ea) 

8. Subject to the approval of the utility,'" any change 
in the location or construction of the fire 
protection service as may be requested by public 
authority or the customer will be made by the 
utility following payment to the utility of the 
entire cost of such Change. 

9. Any unauthorized use of water through the fire 
protection service will be charged for at the 
applicable tariff rates and ~ay be grounds for 
the utility's discontinuing fire protection 
service without liability. 

10. The utility shall be required to supply only such 
water· at such press.ure as may be available from· 
time to time as a result of its normal operation 
of thesyste~ • 

(N) 
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Suburban Water System 
Schedule No. 4A 

FIRE HYDRANT SERVICE ON PRIVATE PROPERTY' 

eN) 

APPLICABILITY 

Applicable to all fire hydrant service rendered from fire 
hydrants connected to Company owned mains on private property. 

TERRITORY 

Throughout all tariff areas. 

RATES 

Service Area-
San Jose wEIt:t:ier La Mirada 

4" riser type fire 
hydrant with single 
2-1/2" outlet •••••••••• $4.45 (I) $4.65 (I) $3.66 

6" riser type fire 
hydrant with steamer 
head .......... . , .......... 6.25· (I) 6.50 (I) 5.10 

6" standard type fire 
hydrant ..•.....••••.... S.90 (I) 9.30 (I) 7.20 

SPECIAL CONDITIONS-

1. 

2. 

the fire hydrant will be· inst8.11ed by the utility 
o~ under~ the utility I s direction at the cost of . 
the appl~ca.nt. The cost will not be subject to 
refund. 

!he fire hydrant shall be used for fire fighting 
purposes and fire drills only. Water use for fire 
drills will be limited to 15 minutes per week • 
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Suburban Water System 
. Schedule No. 4A 

FIREHYn~~ SERVICE ON PRIVATE PROPERTY 
(Continued) 

SPECIAL CONDITIONS· 

3. The re~lacement, enlargement, or relocation of 
any hydrant made at the request of the customer 
shall be paid for by the customer. 

4. All facilities paid for by the applicant shall 
be the sole property of the applicant. The 
utility and its duly authorized agents shall 
have the right to ingress co, and egress from 
~remises for all purposes relating. to said 
facilities • 

5. The repair and maintenance of the hydrants will 
be the responsibility of the applicant. . 

6. Any unauthorized us·e of water will be charged 
therefore under the General Metered Service 
schedule for the particular tariff area, and/or 
may be grounds for the utility to discontinue 
the se=vice without liability to the utility. 

7. !here shall be no cross-connection between the 
fire hydrant service and any other source of 
supply without the specific approval of the 
utility. This specific approval will require' 
at the customer's expense, a special double 
check valve installation or other device accept­
able to the utility. Any such unauthorized 
cross-connection may be grounds for immediate 
disconnection of the fire hydrant service without 
liability to the utility. 

S. The utility shall be required to supply only such 
water at such pressure as a result of its normal 
operation of the system. 

• (END OF' APPENOIX A) 
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Suburban Water System 
San Jose District 

Each of the following increases in rates may be 'Put into 
effect on the indicated dates by filing rate schedule which adds 
the appropriate increase to the,rates which would otherwise be in 
effeet. on that date. 

Effective Dates 
1-01-85 1-01-86 

SCHEDULE SJ-l 

Service Charges: 

For 5/8 x 3/4-inch meter ••••• $ 
For 3/4-inch meter ••••• 
For 1-inch meter ••••• 
Fo= 1-1/2-inch meter ••••• 
For 2-inch meter ••••• 
For 3-ineh meter ••••• 
For 4-inch meter ••••• 
For 6-ineh meter ••••• 
For 8-inch meter •• _ •• 

Quantity Rates: 

0.75 
0.45 
0.50 
0.90 
1..'0 
2.00 
3.00 
5.00 
7.00 

For all water delivered, per 100 cu.ft. 

Tariff Area· No. 1 

First 300 cu.ft. per mon~h ••• S 0.040 
Over 300 cu.ft. per month.... 0.035 

$ 0.40 
0.45 
0.50 
0.80 
, • , 0 
2.00 
3.00 
4.00 
6·.00 

$0.022 
0.035 
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APPENDIX B 
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Suburban Water System 
San Jose District 

(Continued) 

Effective Dates 
1-01-85 1-01-86 

SCHED01.E SJ -1 

Quantity Rates: (Continued) 

Tariff Area No. 2 

First 300 cu.ft. per month ... S 0.048 
Over 300 cu.ft. per month..... 0.039· 

Tariff' Area ~ro. 3 

First '300 cu~ft .. 'P~r month.... 0.053' 
Over 300 cu.ft. per month...... 0.041 

S 0.025 
0.038 

0.028 
0.041 
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Suburban ~ater System 
~ittier District 

Each of the following increases,: in rates may be put into 
effect on the indicated dates by filing rate schedule which adds 
the appropriate increase to the rates' ".o7hich would otherwise be in 
effect on that date. 

Effective Dates 
1-01-85 1-01-86 

SCHEDULE WH-' 

Service Charges: 

For 5/& x 3/4-inch meter ••••• S 
For 3/4-inch meter •.••• 
For 1-ineh met~r ••••• 
For 1-'/2-inch meter •.••• 
For 2-inch meter ••••• 
For 3-inch meter ••••• 
For 4-inch meter ••••. 
For 6-inch meter ••••• 
For 8-inch meter ••••• 

Quantity Rates: 

0.45 
0.50 
0.70 
1 .. 00 
1.30 
3.00 
4.00 
6.00 
8'.00 

For all water delivered, per 100 cu.ft. 

Tariff Area No. 1 

First 300 eu.ft. per month ••• S 0.027 
Over 300 cu~ft. per mon'th.... 0.043 

S 0.45 
0.5~ 
0.60 
1.00 
1.30 
2.00 
3.00 
5.00 
7.00 

$ 0.025 
0.041 
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Suburban Water System 
'Whitt.ier Dist.rict 

(Cont.inued) 

Effect.ive Dat.es 
1-01-85 1-01-86 

SCHEDULE WH-' 
Quant.it.y Rates: (Cont.inued) 

Tariff Area No. 2 

First'300 eu.ft. per month ••• S 0.030 
Over 300 eu.ft. per month.... 0.047 

'tariff Area No. 3 

Firs'C 300 cu.ft. per "mont.h... 0.033 
Over 300 cu.ft. per month.... 0.050 

S 0.029 
0.044 

0.032', 
0.047 
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Suburban Water Service 

Each of the following increases in rates may be" put into 
effect on the indicated dates by filling, rates schedule which adds 
the appropriate increase to the rates which would otherwise be in 
effect OD that date: 

Effective Dates 
1-01-85 1-01-86 

SAN JOSE DISTRICT 

SCHEDULE NO.4 

For each inch of' d iameterof' 
service connection, per month $ 0.40 

SCHEDULE NO. 4A 

4" riser type fire hydrant 
with sin~le 1/2" outlet ...... 

6" riser fire hydrant with 
steamer head ................ . 

6" riser type fire hydrant .... . 

WHITTIER DISTRICT 

SCHEDULE NO.4 

For each inch of diameter of 
service connection, 

0.30 

0.35 
0.60 

per month ..................... $ 0.40 

SCHEDULE NO. 4A 

4" riser tY1'e fire hydrant 
with single 1/2" outle~ ••••• 

6" riser fire hydrant with 
steamer head •..••••••••••••• 

6" riser type fire hydrant ..... 

0.35 

0.45 
0 .. 65 

(END OF APPENDIX e) 

$ 0.40 

0.25 

0.30 
0.50 

$ 0.40 

0.30 

0.45 
0.65 
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San Jose Dis~rict 

ADOPTED OUANTITIES 

Name of Company: Suburban Wa~er System 

1 • Net-to-Gross Multiplier: 2.08517 

2. Federal Tax Rate: 461-

3. State Tax Rate: 9.6% 

4. l.ocal Franchise Tax Rate: 1.5% 

5. Uncollectibles Ra~e: 0.262~ 

Offset: Items Test Years 

1984 1985 - -
6. Purchased Power 

A. Wate= Production - A.F. 22,640 22,675 
E,. kWh/A.F. 330.74 327.44 
C. Cost/kWh (10/83) SO.078 $0.078 
D. k~ Cost $584,060 $579',127 
E. Therm/A.F. 50.7 50.2 
F. Cost/'Ihenn '10/83) SO.718.' SO.718 
G. !herm Cost $824,15-5 $817,289 
H • Total Power COSt $1 ,408,215, $1 ,396,416 
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San Jose District 

ADOPTED OUANTITIES, 
(Continued) . 

Rate-7/83 Ouantity Cost Ouantity Cost 
San Gabriel Basin (S/A.F.) :(A.F .. ) ($1000) (A.F.) (SlOOO) 

Replacement $ 125 .. 00 $ 
Make Up Water 9.00 18,723.0 
Administrative 1.27 18,723.0 
Leased 111.00 553.0 

$ 
168.5 
23.8 
61 .4 

$ 1,609.0 $201.1 
, 7 , 1 43 • 0 1 54.3 
18,752.0 23.8· 

553.0 61 .. 4 

South Covina 93~75' 860.0 80.6' so.S: 
Covina Irrigation "1.93' 3 ,'0'57 •. 0 342·.2 3,;,06-1.0 342.6 

. Total Cos~. $676 .. 5 $8~4.0 

Ad Valorem Taxes 
Effective Tax Rate 

1984 -. 
$ 163.800 $ 169.600 

1.016: 1.016% 
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San Jose District 

ADOPTED OUANTITIES 
(<::on t inued)' ' 

9. Number of Services 

No. of Services Usage - KCcf 
Avg. Usa~e 

Ccf/Yr. 
1984 198'5 1984 1985 1984 1985 

Residential 32,056 32,10& 
Commercial 454 455 
Industrial 13 13 
Public Auth. 92 92 
Construction 17 17 
Irrigation 1 1 
Gov't. Agenev 1 1 
Total Meterea 32,634 32,685 

.. ?riVe Fire 
Protect. 

Priv. Fire 
Hydrant 

Construction 
'Iotal ;Eo'lat 

Rate 

'90 

82 
2 

274 

191 

82 
2 

275 

'Iotal 
Services 32,908 32,960 

Unaccounted for 
Water 

'Iotal Water Supply 

7,536.4 7,548.1 235.1 235.1 
1,174.0 1,176.6 2,585.9 2,585.9, 

63.5 63.5 4,884.6 4,884.6 
458.2 458.2 4,980.7 4,980.7 

18'. 7 1 8. 7' ',' 00 .0 1, 1 00 .0 
8.5' 8.5· 8,.500.0 8,SOO~0 

1'.2 '1.2 '1,200.0 11,200 .. 0 
9 , 2 70 .. 5 9, 284 .• 8' 

591.7 592.6 
9,862.2~877.4 
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San Jose District 

ADOP'I'ED gUAN'l'I'IIES 
(Con1;l.nUea) 

10. Adopted Service by Meter Size 

Meter Size 

5/8" x 3/4" 
3/4" , " 

1-1/2" 
2n 

3" 
4" 
6" 
8" 

10" 

1984 

2,082 
26,012 

3,652 
350 
360 
, 29· 
45 

2 

32~632 

11. Metered Water Sales Used -coDesign' Rates 

1985 

2,082 
26,012' , 

3,702 
3:50 
360 
129,' 

46 
2 

32,683" 

Range -. Ccf Usage - Ccf 

0-3 

> 3 

Total 

1984 

1 , 145 ,155 

8 , 1 05 r 63·3' 

9,250,788: 

1985 -
, ,146·,947 

g t 118,183 

9' ,265,130' 
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Line 
No. -

1 
2 
3 
4 
5 
6 

7 
8 
9 

10 
1 1 " 
12 

13 
14 
15 
16 

17 
18 
19 
20 

21 
13 

APPENDIX C 
Page. 5 

San Jose District 

ADOPTED INCOME TAX CALCULATION 

Item 1984 1985 
CCFT .FIT..· CCF1' ' FIT 
--ro TBT : -m- toT 

Operating Revenues $8,613.6 $8,613.& $9,173.1 S9 r 173.1. 
O&M Expenses 5,401.2 5,401.2 5,816.5 5,816.5 
'taxes Other Than Income 281.7 281.7 2'9'3.2 2'93 .. 2 
CCFT 0.0 172.5 0.0 175.0 

Subtotal $5,682.9 $5,855 .. 4 $6.109.7 Sb,28Z.7 
·Deductions From Taxable 

Income 
Tax Depree.iation $ 586.6 $ 471 .3 $ 637.3. $ 491.4 
Capi talized Overhead,· 43. , 43.1 ·48·.9 48.9 
Int.erest 459 .. 6 4$9.6 509 .. 6· 509.6 
Dividend Exclusion 11.5 9 .. 8 '1 .. 5" 9.8, 

Subtotal Deductions $1 , , ot> .~ $ 983.8 $1,267.5" $1 ,~~ .. 7 
Net Taxable Income For 

CCF'I 1 ,82'9.9 1,856.1 
CCFI' 175.7 178 .. 2 
Amortization -3.2 -3 .. 2 
Total CCF'I' $ 172.5 $ 1 75.0 
Net Taxable Income For 

FIT $1,774.4 $1,828 .. 7 
Federal Income Tax 816 .. 2 841.2 
Graduated Tax Adjustment -10.5 -10.5 
Investment Tax Credit -12.2 -14.0 
Federal Income Tax Before , 

Adjustment 793.5 816 .. 7, 
Amort. of Defr .. Tax -13· .. 3 -12 .. 5. 
Total. FIT $ 780.2 $ 804.2 
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Whittier District 

ADOPTED OOAl~TITIES, 

Name of Company: Suburban. Water Sys'tetl 

, . Net-to-Gross Multiplier: 2.08517 

2. Federal Tax Rate: 46% 

3. State Tax Rate: 9.6% 

4. Local Franchise Tax Rate: 1.510 

5. Uncollectibles Rate: 0.26210 

Offset: Items 

6. Purchased Power' 

A. Water Production - A.F. 
B. kWh/A.F. 
C. Cost/kWh <10/83) 
D. kWh Cost 
E. Therm./ A. F. 
F. Cos,t/nierm. (10/83) 
G. Therm Cos·t 
H. Total Fo'to1er Cost 

12,893 
316.63, 
$0.078: 

$,318,420 
40.5-
SO.718 

$374916, , , 

$693,336 

1985 -
12,839 

3'3.46 
SO.078 

$315,,135 
40.1 
SO.718 

$371,098; 
S686,23,3: 
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w~ittier District 

ADOPTED OUANTITIES 
«(;ontinued) 

1985 -
Rate-7/83 Ouantitv COS1: ouantit: Cost 

San Gabriel Basin (S/A.F.) (A.F.f (~1000j (A.F.) (S1000) 

Replacement 
Make Up Water 
Administrative 
Leased 

Central Basin 

Replenishlnent 
Exchange Pool 

.. Cal Domestic 

Volume Charge 
S1:ock Assessment 
Share Lease 
Excess 

$ 125.00 $ 947.0 $118.4 $ 2,344.0 S293.0 
9.00 8,194.0 73.7 6,833.0 61.5 
1.27 9,14'.0 11.6 ~,'77.0 ".7 

"'.00 220.0 24.4 220.0 24.4 

$ 27.00 $ ',147.0 $ 31.0 S','08~O 29.9 
" 8 .00 , 6' • 0 1 9 .0 , 60 • 0' , 8·.9' 

$ 4'.38 $ 2,605.0 $107.8 $ 2,604.0 $107.8 
"1.4 1'1.4· 

6.3" 6,.3 
126.50 291.0 36.8 291.0 36.8 

$340.4 S701.7 
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Whittier District 

ADOPTED OUANTITIES 
(Continued) 

Test Years 

1984 1985 - -
Ad Valorem Taxes 

Effective Tax Rate 
$ 94~300 $ 98,700 

1.184: 1.184% 

9'. Number of Services 

No. of Services 
1984 1985 

Residen~ial 16,730 
Commercial 178 

- Industrial 3 
Public Auth. 38 
Flooding (Const) 3 
Other Utilitv 1 
Total Me'tered 1 6 , 9S~ 

Priv .. Fire 
Protect.. ' 

Priv. Fire 
Hydrant 

Total Flat 
Rate 

65 

24 

89 

16,750 
178 

3 
38· 

3 
1 

1 6, 9 73 

65 

24' 

89' 

Total Services 17,042 1',062 

Unaccoun teo for 
Wa1:er 

Interdistrict Sales 
'total Water Supply , 

Usage' - KCef 
1984 1985 

Avg. Usage 
Cc.f/Yr. 

1984 19-85 

3,730.8 3,735.3 223.0 223.0 
504.6 504·.6 2,834 .. 8' 2,834.S 

16.1 16.15.,366, .. 75,366.7 
211 •. 9', 211 .9' 5,576-'.3 5,,575.3 

3.3 3.3 1,100.0 1,100 .. 0 
~ .. 3:;...;;0'_4 3.4 3,400 .. 0 3,400.0 
4,470.1 4,474.6 

409.9 410.3 
736-.2 729.6 

5 , 61 6. 2' 5. 61 4 • 5· 
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Whit~ier District 

ADOPTED SERVICE BY METER SIZE 

Ado~ted Service by Meter Size 

Metered ~ 1985 

5/8" x 3/4" 5,467 5,467 
3/4" 8,701 8',701 

1" 2,330 2,350 
1-1/2" 236 236 

2" 147 147 
3" 39 39 
4" 24 24 
6" 4 4 
8" 1 1 

10" O· 0 
1b,~49 f6,969 

Metered 'tJater Sales· Used to Design Rates 

Range - Ccf Usage - Ccf" 

0-3 

> 3 

Total 

1984 1985 - -
595,204 

3,868,181 . 
4,463.385 

595~907 

3,871 ,938 

4,467,84$ 
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Line 
No. 

1 
2 
3 
4 
5 
6 

7 
8 
9 

11 
'2 .. 

13 
14 
15 
16 

17 
18 
19 
13. 

APPENDIX C 
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Whittier District 

ADOPTED INCOME TAX CALCULATION 

Item 1984 1985 
Cen FiT'" ccFt . FIT 
-rAY' m ~ m 

Operating Revenues $4,463.4 $4,463.4 $4,777.5 $4,777.5 
O£M Expenses 2,760.4 2,760.4 3,043.0 3,043 .• 0 
Taxes Other Than Income 155.4 155.4 162.8 162.8 
CCF'I' 0.0 95.3 0.0 94.9-

Subtotal $2,915..8 $3,011-:1 $3,~t)S.g $3,300.7 
Deductions From Taxable 

Income 
Tax De~reciation $ 295.8 $ 247.8: $ 309'.7 $ 251 .1 
Capita ized OV"erhead 17.6 17.6· 15.6 15 .. 6 
Interest 241.3 241.3 257 .. 6· 257 .. 6· 

Subtotal Deductions $ 554.7 $ 5~6. 7 $ 5~2.9· S 524.3 
Net Taxable Income For 

CCFT 
CCF'I' 992.9 988,.8 
AInortization 95.3 94.9 
Total CCF'I' 9"5.3 94.9 
Net Taxable Income For 

FIT 945.6 952.5 
Federal Income Tax 435.0 433.2 . 
Graduated Tax Adjustment -5.4 -5.4 
Investment Tax Credit -5.3 -5.9 
Total' FIT $'424.3 $ 42~.9 

(END OF APPENDIX C) 
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Suburban Wa~er System 

Comparisons of ~Y1'ical bills for residential metered 
customers in Zone I area of various usage level and average level 
at present and: authorized rates for the Year 1 98·4. 

Monthly Usage 
(Cubic Feet) 

300 
500 

1 ,000 

General Metered Service 

At Present 
Ra'te 

At Authorized 
Rate 

SAN JOSE DISTRICT 

5/8 x 3/4-inch meter 

5.94 7.06 
7.03 8.25 
9.76 '1.22 

.. 1 ,830 (Average) . 14.29 16 .. 15 
17 .. 16 2,000 15.22 

4,000 26.14 29.04 
6,000 37.06- 40 .. 92 

10,000 58.90 64.68· 

WITTIER DISTRICT 

5/8 x 3/4-inch me'ter 

300 5.94 7.64 
500 7 .. 03 8.87 

1 ,000 9 .. 76 11 .. 93 
1 ,760 (Average) 13.91 16.59' 
2,000 15.22- 18.06,· 
4,000 26 .. 14 30.32 
6,000 37.06 42.58· 

10,000 58.90 67.10 

(END OF A?PENDIX D) 

Percent 
Increase 

18.9% 
17.4 
15.0 
13.0 
, 2.7 
11.1 
10.4 
9.8 

28·.6% 
26.2 
22.2 
19.3 
18·.7 
16.0 
, 4.9' 
13.9 



A.83-0S-29 ALJ/jt 

health requirements. After receiving the communica.tion from . 
the Depart=e~t of Eealth, Suburban has expended 375,000 ,er year to 
:-eplace portions of Ea::-tolo. Subu::-ban., in the exhi bi ts :f'u:-nished the 
Stat:!' pu:-s,uant to the Regulatory Lag Plan, hsd the amount of $75,000 
included in rate base tor each of the three years involved. The 
Staff did not disagree with this amount. 

During the summer o:!' 1983 Suburban's management questioned 
whethe:- it was :proceeding at a prope:- pace in replac1"'n'g Eartolo. It 
retained Zimmerman Consulting Engineers (Zimmer ~, an outside 
consultant, for an independent report on th problem.' 

Zimmerman transmitted its repor to Suburban about a week 
p::-ior to the hearing. the Staff of the receipt of 

. the report. The Zimmerman report re ommends that Suburban embark on 
a revised progr3J:, eXl'ending S400 00 a year for ten years to replace 
Bartolo. 

• 
evide~ce. 

objection 

Suburb8~ SOUght:t.0 . troduce the Zicmerman repo::-t in 
The Staff object to its receipt. ~he ALJ overruled the 

and tlarked the ..,eport as Exhibit 10 for ident1tica,tion. It 

• 

was not·· :-ecei ved in evi ~he objection was overruled with the 
understanding that the matter would be subcitted except on the 
cr.:.estion of the incl sion of the amount for the trans::lission line. A 
!urther he:a.rins wac to be calendared in 1984 to B,ddress that issue, 
afforcing the Sta ~ opportunity to cross-exaoine Yarborough and to 
p:'esent any evid nc~ it may have on this issue. 

~he aft tiled a motio~along with its brief seeking to 
have the Commi-sion overturn the :,uling o'! the A'LJ. We hereby 
reverse the ALJ's ruling. 

The company apparently cocmissioned the Zimmerman. st~dy 
prio:' to the filing of the instant application. Without awaiting the 
results of the study, it chose to move forward with this 
application. '~~~l~ ~ecommenda·~cn~ ~~ it; con~11t~~t8 i~ ~ 

- 4 -
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•• tLt~ case--o.>-e ,031)-;,,0<: haMs KOul~<>-"'>iolel!crto the <>~1~~ 
.... a:cb:rtn"!'"stration o:r-t1U"'s ptoc:e"e-e:tng :tnlt we" wt1""1 nO't ~ th i $ ha:;~ c.---.. 
-t:p'a:r-t'h"e-:""e·cwo~r-c:-b·e'f'o'l"'~.-·-

An application for a rate increase must be filed under our 
rules 0"1: 'Orocedure and tollo ...... the reouirements of the Public 

~ . 
Utilities Code. Applications are noticed and their contents are a. 
matter of public record. Consequently, they $hO~hole 
documents, with tee specific assumptions and j~i!1c3tions for the 
increases contained within their tour corne~. Since the Zimmerman 

. .... 
study was not included as part and parc of this app1ic2::ion, it 
should not and cannot be considered ~hiS deciSion. 

As to the notion that, ~ taking into consideration the 
:-evenues aSSOCiated with the Zirerman report's recomIOendations, the 
decision wO'J.ld not exceed thyate increase noticed by the company, 
we ag:-ee. with the Staff thajYsuch reasoning disregards the substance 
of the notice. As the St~:f' points out, a contrary rule might 

• 
encourage utilities to oterestimate their revenue requi:-ements in 

order to provide a c7~ lion for later in!o·rrtal acendmen~s to their 
applications. 

Althou~:;We will not permit the consideration of the 
acceleration of z:e Bartolo pipeline improvements in this matter, we 
invite the company to file a separate application for a rate base 

• 

:I 
o!!set to con~der the ca~ital expenditures not included in this 
order with a{propriate allegations and proofs as to the ~rgency of 

. I 
the accele~ated improvements plan. That application should be 
$epa:-at~ noticed and subject to the tull sc:-u:tiny of the. public and 
our Sts.ff • 

5 -
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Ca) the rate of return found 'reasonable by .the Commission for 
California Water Serviee during the eorresponding period in the then 
most reeent ~eeision, or (b) the rate of return adopted in this 
proceeding. Suburban does not object to these Staff proposals. 

~he Sta!t's ~ethodology using non-specific co~anydata in 
the DCP. analysis and using ~ore current market d~S more 
reasonable than Suburban's and will be adoPte~In using the Staff's 
methodology we find that other calculation~estitied to by Staff 
witnesses indicate that the top of th~gested ranges should be 
utilized. We find the following rat ot return on rate base to be 
reasona'ble: 1984,. 12.64%; 1985,. 1 .78~; 1986,. 12.81%. These figJ.res 
trans·late to a return on eqllity of 14.25%. 

I. Rate Design 
Suburban contend~ that its rate structure should 'be 

changed. It argues that he present structure is too heavily 
weighted to the commod' y charge, as opposed to the service,charge . 

• Suburban asserts.that the service charge should generally reflect a 

• 

utility's fixed cha ges while the com~odity charge should reflect the 
related charges. ~his is not the case with. the 

present rate str ct~re. Suburban's present service charge provides 
only ;7% of it revenue, while its fixed costs are 75% of total 
costs. Sueur an argues that because of this imbalance, a difference 
in use per stomer of 1 ccf will have an effect on revenue in the 

trict in excess of $17,.000, while the concurrent effect 
will be only $7,000. Suburban a.lso·contends tha.t if 

water us ge estimates' prove to be too high, its re"lenUeS will be 
reduced far more than its expenses. It argues that if the :-ate 
design were to reflect a higher se:-vice cha:-ge level, so that a 
g:-eater pe:-centage of fixed costs were assu:-ed of being. recovered, 
its risk would be reduced. 

Suburban also asks that the large ~eter size service charge 
'be inc:-eased in .re1ation to the small meter size service charge. It 

- 36 -
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not in accord with this decision, and the Commission may then modify 
the increase. ~he effective date ot the revised schedule shall be no 
earlier than Janu&ry 1, 1986, or ,0 days after the filing of the 
attrition rate increase, whichever is later. 

.' 

~his order is effective today. 
Dated JUN 6 1984 , at San Franc,isco, California. 

/" 
" .".," .... . 

. V,.rCTOB CAlAVO 
DONALD V!,AL 
WILLI.'.\."1 1'. BAGLEY 

CO:mtl!.,sG!Onor3 

U:O~A:r"r) M. CB1.Y.ES, )'r'.. C .......... 1 " 
--------.:.....;,..._, o~ :;!lJ.O:lOX! 

Comm1~~ic::ler :?r1::1c1'lls c. Crooo' 
bei~e nocc5~nr1ly a~~cnt. ~a 
not !,.lrtic1~ato 
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