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OPINION 
~'------..--

1 - S~OPSIS OF DECISION 

By this decision we authorize rates of return on 
Southern California Water Company's (SCWC or applicant) rate 
base for 1984. 1985. and 1986 of :..11~23%, .11 .. ~3~~ _~!1,d_~~&Z~, ., ... ~ . 
respeetively. The related return on common equity is a constant 
14.50% .. The revenue increases authorized by this decision are: 

.. .. .. 1984 : l~P.S : 
:Perceot: Amount :~rcent: 

1~P,6 : .. .. District : Amount Amount :Percent: 
{Dollars in Thousanas) 

Bay $ 64 .. 5. 11.4% $11.4 1.8% $10 .. 7 1 .. 6% 

Clearlake 139.5 36.6 40.7 7.6 27.1 4.7 

Caliratria-
Ni and 163.6 50.0 71.6 14.4 (3.5) (0.6) 

Ojai 149.6 23.3 23.2 2 .. 9 17.0 2.1 

The large authorized increase for 1984 for the 
Calipatria~Nil~nd District makes neccssa7-Y ~ deferral of portions 
of the 1984 increases into 1985 to mitigate the impact of such a 
large increase on the affected custo~ers. The increase for 1984 
for the Calipatria-Niland District is limited to 50\ and the 
remaining increase is applied in 1985 • 
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II - INTRODUCTION 

. By these applications, filed simultaneously and 
consolidated for bearing, applicant requests authority to increase 
rates in its Bay, Clearlake, Calipa:tr1a-Niland, aud Ojai districts. 

Public hearing" followed by evidentia.ry hearings, were 
held before Aacinistrative Law Judge (AlJ) Colgan in Calipatria 
on 3anuary 6, in Clearlake Park on January 17, a.nd in Pittsburg 
(Bay District) OIl ,Ja:o.ua.ry 18, 1984. Otle public: witness s'tatement 
was received (regarding Ojai) and furt~er evidentiary hearings 
were beld in the Commission's CourtroOQ in Los Angeles on 
Janua~ 20 and 27 and February 24, 1984. Upon agreement of the 

parties, post-bearing briefs we:e scheduled fo= submission on 
March 19. This date was later extended to March .27, 1984 at the 

request of the parties. The case was submitted on the la.tter 
da.te. 

III - GENERAL INFOR.'!Al'ION 

Parent Cou:'Oany 
SCWC owns and operates water systems in 18 districts 

and au electric system at Big Bear Lake. Each district is a 
separate unit for operational, accounting, and ratemaking purposes. 
The headquarters and general office is located in Los Angeles. 
Customers' bills for all districts are prepared in the los Angeles 
general office. Overall functions such as accounting,. engineeri~, 
data processing,. a.nd purchasing are also centralized there. 

As of December 3l, 1982 SC~C, statewide, was serving 
220,544 water customers and 236,.748 total customers with 380 
total employees and a total pl~ investment of $167,539,000 • 
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Gross operating revenue for the 12-mooth period ,ending 
December 31~ 1982 was $46~296~800. SCWC's approx~tely ewo 
million shares of common stock are owned by more than 5,000 
individual and institutiocal shareholde~s. Its preferred stock 
(195,700 shares in four series) is held by i~titutiona1 tcvestors. 
Bay District 

The Bay District serves portions of the City ofPittsQurg, 
West Pittsburg, and adjacent unincorporated territory in Contra 
Costa County. The area is primarily residential with some small 
industrial and commercial segments. Over 994 of the 3,115 metered 
customers are in the "commercial" class which consists of 
residential and s=all business customers. 

All of Bay District's water supply is ~rehased 
untreated from Contra Costa County Water District and is pucped 
through ewo filtration plants before delivery to the sY,Stem. The 
district has a storage capacity of 646~OOO gallons ,in ewo steel 
and one concrete tank. The historical cost of Bay District utility 
plant is $2,479,000 and the depreciation reserve on December 31, 
1982 was $67S,300 for a ne~ depreciated cost 0: $1,800,700. 
Clearlake 

The Clearlake District serves the City of Clearlake 
and adjacent unincorporated areas of Lake C~~ty. !he area is 
primarily residential with a SQall commercial segment. As of 
December 31~ 1982 all but three of Cle~rlake District's 2~072 
metered customers were in the commercial classification which 
consists of residential and business c~stome~s. 

All of the water supply for ene district is obtained 
from Clea:lake from which it is pumped to ~~o filtration plants 
for treatment before delivery to the system. Total storage 
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capacity of 7017000 gallons is distributed among ewo steel and 
one redwood tank. The histo=ieal cost of Clearlake District's 
utility plant is $1,380,400 and t~e depreciation reserve on 
December 31, 1982 was $354,800 for a. net depreciated cost of 
$1,025,600. 
Calipatria-Niland 

The Calipatria-Niland District is comprised of two 
water systems, one in calipatria and one in Niland--two small 
eoumuuities in Imperial County. A maj ority of the area. is 
residential with small commercial and industrial segments. 
Most of the area's 1,027 customers are unmetered. 

All the district's water supply is purchased untreated 
from the Imperial Irrigation District. It passes, tbrough the 
filtration plant in either Niland or Calipatria before being 
delivered thro~gh some 100,984 feet of distribution mains • 

'!he district has eight settling basins ~th 4 combined 
storage capacity of lS =illion gallons and two storage tanks 
with a cocbined capacity of 200,000 gallons. 

As of December 31, 1982 the historical cost of utility 
plant was $1,542,100; the depreciation resen-e was $234,300 for 
4 net depreciated cost of $1,307,800. 
Ojai 

The Ojai District serves the City of Ojai and adjacent 
unincorporated areas in Ventura Couney. The district is 
primarily residential with some commereial areas. '!'here are 
2,477 metered customers, 9S: of whom are in the "cOT:DC1ere i.a.l" 
classification which consists of reside~ial and business 
customers • 
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Fifteen percent of the district's water supply is 
purchased from Casitas Municipal water District. The remainder 
comes from wells. The well water is chlorinated; the purchased 
water is taken directly into the delivery system. 

'!he district has 2,477 cU8tomers se-rved through 
212,750 feet of distribution lines and has six tanks and 
reservoirs with a total capacity of 1,536,000 gallons from the 
wells. 

As of December 31, 1982 the historical cost of utility 
plant was $2,289,400, the depreciation reserve was $624,300 for 
a net depreciated cost of $1,665,100. 

IV - PRESENT AND PROPOSED RAtES 

Water service is presently rendered in these districts 
under the following schedules: 

• 
District Scbedule Se'rViee 

Bay BY-l General Metered 
Clearlake CL-lA General Metered 
Calipatria-Niland CN-l General Metered 

CN-2 General Flat Rate 
Ojai OJ-l Gene!"al Metered 

OJ-3M Special Irrigation 
Metered 

OJ-i'MI.. Metered Public Park 
Applicant wishes to amend most of these schedules_ 

In addition, service is rendered in each of these disericts under 
compan~de Private Fire Proeection Service (Schedule AA-S)~ 
Construction and Temporary Se~ice (Schedule AA-9)~ and Service 
to Company Employees (Schedule AA-10) • 
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Pro~osed ra~es developed by applicant are set forth ~ 
Appendix C of each district's application. Eae~ is calculated 

· · · · · · 

to produce a. rate of return ou common equity of In. A comparisO'C. 
of the iDCrease in the average customer's bill in each district 
over rates presently in effect follows. 

Requested Average Reside~tial 
Rate Inc'l:"ease 

: Tes~ Yea~s : 
: 1984 : 1983 : 1;86 : 
: Increase : Increase : Increase : 

: ___ ........ D.-i ... st.o.,;r;;,,;l. .... • c:_t ___ ........;;:Am ........ ou;.--n_~ ... : P ... e.;;.;'r;.;c ... e...,n_1:-.:;.;A11J_ou.;.,,;oon_t ... : ... P.,;;;;e"r-....ce .... n-.t,..: .... A:C;;;;;;;,;;ou.,;;;; ..... n .... 1:....,: P.e_re;..;;.;;e.n..,t : 

Bay: 
l,500 cu.ft. per 
mouth 

Clearlake: _ 
SOO cu.ft. per 
month 

Calipatria-Niland: 
Unmetered service 
per month 

Ojai: 
2,000 cu.ft. per 

month 

$ 1.99 16.51. $0.09 0.641. $0.10 O.7.l~ 

6.11 50.16 1.14 6.23 0.67 3.45 

17.60 82.24 1.50 3.85 1.00 2.47 

5 .. 33 29.98 0,.84 3.60 1.01 4.20 
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v - REQiJES:tED REVENUE INCREASES 

!he increases requested by applicant for the estimated 
years 1984 p 1985, and 1986 for each. district are shown in the 
following tabulation: 

CaJ.:Lpat.na.- : 
Bay Clearlake N114n4 Ojai: 

I~em :;~t. :Pere~t.~~~ :Pereer.~:Acount :Pereen~:Aeoun~ :Pere~nt.: 

L~re4se in est.im4ted 
1984 OVer present $91,500 17.00~ $184,100 51.05~ $259,500 79.Z1~ $187,500 29.61~ 

Increase in estimated 
1985 over proposed 
1984 6,000 0.96 

IncreAse in e$t:1:aa.~ed 

39,400 7.23 23,600 4.02 30,900 3.76 

• 
1986 over pr~s~ 
1985 4.600 0.70 2Z,lOO 3.75 19,400 3.17 35,900 4.20 

• 

Approx::t.::.ate·· nucl:>er 
of customers 3,115 2,072 l,027 2,477 
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VI - INFOR.'W.. PUBLIC MEEtINGS 

The bearing in ehis matter was preceded by informal 
public meetings in ea.c:h of the four districts... The meet1ng~ were 
conducted by applicant and Commission staff to provide customers 
an opportunity to express their views and to give applicant an 
opportunity to explain its request and respond to customer 
questions 1u an informal setting. Notiee of the meetings was 
sent to customers by mail. 

For the Bay Duerict, the meeting was held on 
November 7, 1983 at 7:30 p.m .. in West Pittsburg. !Venty customers 
attended. They expressed opposition to any increase so 10tlg as 
wa.ter quality is not improved and described unpleasant smells 
and dirty water. 

For the Clearlake District, the meeting was held on 
November 9. 1983 a.t 7:30 p.m. in Clearlake Park. S:l.xty-six 
customers attended. Many customers expressed oPPOsition to the 

magnitude of the proposed increase and most had complaints about 
the water quality, especially the foul smell 1n September and 
October. '!'here were also complaints about slow or incomp1eee 
maintenance. '!'he C&J.ifornia Department of Health Services (DRS) 
presented the Commission with a list of recommended. fmprovements 
including turbidity alarms for the two filtration plants. a maiD 
replacement program. and a study of the objectionable smells and 
tastes. All these programs are now under way. 

For the Ojai District, the meeting was beld at 7:30 p.=. 
on November 15. 1983 in Ojai. Five customers attended. Two 
compla.ined of the large number of main breaks and leaks and 
recommended more maintenance and an accelerated replacement 
program. One complained of occasional dirt in his wa.ter. 

For the Calipatria-Niland District. the meeting was 
held at 7:30 p.m. on November 17. 1983 in Niland. About 220 
customers attended. Most obj eeted to the very large iue-rease 
proposed (over 82~ in 1984 for the avEirage residential customer) .. 
Government officials claimed that the cus::omers could not afford 
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the proposed r4tes~ pointing out :bat about 40: of the local 
popula:1on is unemployed and about 707. receive some kind of 
government assistance. Many also complained about w4ter quality, 
particularly the h1gh sodium content which is particularly 
unhealthful for the elderly who comprise 4 large segment of the 
population.. The result of a laborat0%'Y analysis of local water 
showing a sodium content of 124 milligrams per liter was 
presented by one customer. 

VII - PUBLIC BEARINGS 

Because of the number of service compla.ints, further 
public bearixlgs were held before the ALl in three of the four 
districts. 
Calipatria-Niland 

Fifty-two people attended the daytime public beariug in 

Calipat:ria.. Of those, 29 indicated that they purchased wa.ter 
for drinking.. those that made seate:Dents varlously compla.ined 
that the water tastes bad, leaves a residue on dishes when they 
are rinsed, corrodes pipes, has a strong chlorine smell, and 
is too high in sOdium .. 

Most people mentioned the very high level of 
unemployment and high percentage of retired people on f1xed 

incomes in the area.. They claimed that these people would be 

unable to shoulder the burden of the increase requested by 
applicant. 

There is ~o question that the water in Calipatria
Niland is not the most aesthetically pleasing water. 
This district is situated near the soaehern end of the Imperial 
Valley. The water is pureba.sed from. the Imperial Irrigation 
District which gets it from the Colorado River. By the tl. 
the river gets into that part of the State It the water bas been 
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used. added to, a.nd reused countless times. In fact, because 
of the Jl4tu:re of its water source SCWC had to 'itl8tall filtration 
£.ac:ilit1es in both Calipatria. and Niland in order to meet 
Federal Clean Water Act reqtLirements which, in California., are 
enforced by the DRS.. SCWC also c:b.lor1:oates the water to assure 
that the bc&eterial level remains in conformance with DRS's 
requirements.. According to the regular water tests submitted 
iu evidence by SCWC, it does meet State and Federal water 
quality standards.. Unfortunately for th08e elderly persons 
aDd others who must mint=ize their salt intake. the State sets 
uo limit for sodium in water supplies .. 

Further, as applicant's president pointed out to the 
people of C41ipat'!'ia-N1lauci, SCWC already has & per customer 
investment of over $l,OOO--one of the h1gbest cost systems 
SCWC has.. That is why rates are as high as they are now a.nd 
any addition.al treatment facilities would simply raise those 
rates even further .. 

Furtbe%'mOre, it is doubtful that any treatment could 
be pursued that would appreciably improve the sodium problem .. 
~o standard for sodium eXists in the Safe Drinking Water Aet 
and to date the Enviro~~ental Protection Agency (EPA) knows of 
no effective affordable way of remOving it • 
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Given this information and our further knowledge that 
the two filtration facilities have had the added beuef1t of 
greatly improving water pressure in both co:munities, we believe 
any further water treatment would Create an unacceptable burden 
for the ratepayers of these communities. 
Clearlake 

Attendance at the public hearing in Clearlake was 
numerically similar to that in Calipatria. Also, like Calipatria, 
the Clearlake cODIDUnity is comprised of a very large component 
of retired people on small fixed incomes and families with low 
incomes. As a result, the majority of those who spoke described 
their inability to cope with inereasiDgly large utility bills. 
There were service complaints too. 

The water in this district is drawn from the la~, 
then treated and distributed. Much of the system is quite old 

and some of the pipes are laid very close to the surface of the 
ground. Further, in the SumDle"l: the lake is ofteu extensively 
invaded by algae ,blooms. 'l'bese blooms create taste and odor 
problems that are ameliorated by SCWC with chlorination. !'his 
sometimes leaves a strong chlorine taste. Many residents 

mentioned this and stated that they bought bottled water for 
drinking in summer.. Donald Saddoris, SCWC's northern division 
manager, explained in his testimony during the evidentiary 
hearing that SCWC is participating with several other utilities 
that draw water from the lake and with :be DRS on a water t~eat
ment study designee to eeal.more effectively with this. taste and 

odor problem • 
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Another service complaint was that water reaches as 
much as 1000 F. in S1DDer because water pipes are 80 close to 
ground surface. According to the testimony of Donald Twomley,. 
SCWC' s manager of operations,. the shallow mains that allow water 
to heat up in summer are among those scheduled for replacement 
in the three-year capital improvement program planned for 
Clearlake. These replacements will also alleviate general 
pressure problems,. which several complained about,. be says. 

Two people described au incomplete restoration of 
San Joaquin Road after the main was replaced the:e.. Saddoris 
explained that the problem was the result of a dispute between 
applicant and a contractor. He sa.id the company was presently 
in the process of hiring another contractor to finish the work. 

'Iwomley also testified that Exhibit 10 shows that this 
district meets or exceeds all physical at1d mineral content 
standards set out by DRS. He also explail1ec that the reason 
one person was occasionally receiving no water was that his 

house is 115 feet higher than the meter and the pressu1:e pump 
the customer has is located Dear the house rather than at the 
meter where it would be more effective. 'Xwomley stated be 
would explain this to the customer and suggest it be moved. 
One person complaine<! of excessive sand which required him to 
clean his faueets very often. However,. Exhibit 10 indica.tes 
that the sand levels are apparenely within the DRS's requirements. 

We are satisfied with the responses of SCWC to each 
of these service problems and do not thiuk the complaints warrant 
further action in Clearlake • 
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Bay District 

The public heariDg for Bay District was held in the 

City Coancil Meeting Room in Pittsburg. Bay District prtmar1ly 
serves the community of West Pittsburg, which is adja.eent to 
Pittsburg. Only five or six people attended the hearing. Four 
of them spoke. One spoke of others who had complained to :rum 
of discoloration .. 3. fishy smell, the smell of chlorine and sand 
and mud. 

A member of the County Board of Supervisors stated 
that water quality is always an issue at town meetiDgs he holds 
in the c0Dmnl1l1ty. He suggested that even though the water meets 
the "technica.l legal requirements of safe drinking water" the 

consumers are dissatisfied with it and, therefore, any rate 
increa.se should be tied to water quality improvements. The 

supervisor turned over several letters and records of telephoned 
complaints about Bay District received by his office. 

One customer asked about the company's deposit policy, 
which she had app.arently misunderstood. No other service 
complaints were made. It is clear from the correspondence file 
for this district that the same kinds of taste and odor problems 
exist here as exist in the Clearlake District. There are also 
many complaints of saltiDess in the summertime. 

Bay' District takes its water. from the Cont.ra Costa Canal 
which, is subj ect to fluctuations 1n the Sacramento-San .Joaquin 
delta which empties into the ocean via too San Francisco Bay ... 
Its loeation accounts for seasonal fluctuation ill salt content 
as well as mineral and biolog1eal content • 
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As to the correspondence from the county supervisor. 
SCWC cheeked each item and concluded that all but one related to 

~roblems which had been brought to the attention of SCWC and the 

Comm,ission by the supervisor in 1982 and had been successfully 

resolved. The final item, having to do with rude treatment of 

a customer in August 1983. was investigated by the district 
superintendent who personally visited the customer and reports 
that the problem has been satisfactorily resolved. 

Again, as with the prior two districts, Bay District 
does not have the highest quality water,,,but it'ooes 'meet 

all standards for purity established by the State. and we will 
not require more. We are satisfied that all service complaints 
involving :say District have been reasouably resolved. 
OJ 4i District 

l'he director of public works for the City of Ojai • 
Kenneth Gilbert. appeared at the hear1t28 in Los Angeles on 
January 20 to make a statement. While he supported staff f s 

'recommendation, he complained of much wasted water a.nd street 
damage due to unrepaired leaks. He requested that a more 
ambitious main replacement program be undert.a.ke1l in OJ&i. 
suggesting $100,000 per year am.ort1zed over five years. Be 

, claimed the city council would go along with a rate increase 

3~ higher than recommended by staff if the money were used in 
this way_ He also requested a better preventive maintenance 

program, suggesting that it would require a.dditional personnel .. 
While we see no basis for the $100,000 figure used 

by Gilbert, we agree that .a. main replaeemeut program should be 
established and followed in the Ojai District. Without further 
facts to support it, we are not willing to agree that the district 

I 

needs further ~rs01lDel to meet its ma1ntananee needs • 
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VIII - NEE%) FOR RATE RELIEF 

In each of the four applications applicant estimates 
a rate of return based O'D. present rates and finds it to be 
depressed. Applicant contends that this is "mainly caused by 
increases in the costs of purchased water a.nd power, labor, 

postage, payroll taxes, income taxes, liability insurance, 
depreciation, increased rate base, and increased cost of capital 
since these costs were last considered by the Commission in 
setting rates." 

IX - RATE OF RETURN 

Applicant asks for a In return on equity in each 
application. Staff recommends a range of between 14.5~ and 151-
as a reasonable rate of return. Applicant argues that staff's 
recommendation fails to recognize the difference in the risks 
and benefits of a thinly capitalized company such as SCWC as 
compared to other comparable companies. Thin capitalization 

refers to capitalization having a relatively higher percentage 
of debt to equity than the typical water utility. Applicant 
claims that thin capitalization results in the following: 

1. A lower cost of total capital at a 
higher risk to investors; 

2. Investors expecting to earn a higher 
return on a relatively higher risk 
investment; 

3. A saviDgs in capital costs over what 
a typical ut11iey would experie~e; 
and 

4. Less likelihood of ac:hievit2g authorized 
rate of reeurn • 
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As a consequenee of these factors. applicAnt states that & thinly 
capitalized company can (and must) allocate a pOrtion of the 
savings in capital costs to its equity investors and still will 
not show any higher customer costs than customers would other-
wise pay with respect to the rate base on a less highly capitalized 
utility. 

By example. applicaut claims (see Exhibits 24 and 31) 
that if we granted. it A rate of return of l6.3ot. customers 
would not pay any higher amount for use of capital than the 

customers of california Water Service and San Jose Water Company 

pay as & result of the 14.5% rate of return granted to each of 
tbem,respectively, in D.83-12-037 and D.84-01-042. This is 80. 

applicant clatms, because these two utilities have much higher 
equity ratios than does SCWC .. 

Staff witness on this revenue requirements issue • 
Christopher Blunt, agreed in his testimony that investors do 
expect a Slightly higher return from a highly leveraged (greater 
percentage of debt to equity, i.e. thinly capitalized) company, 
but added that for a regulated industry expectations are not for 
very much more.. He claimed that the amounts SCWC was seeking 
overstated such au expectation and he stated that his recommend
ation reflects the slightly higher return expectation. 

Furthermore, staff points out that SCWC has fa.iled to 
consider possible higher interest charges resulting from perceived 
greater financial risk associated with thinner equity • 
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We are persuaded by staff's analysis of this issue. 
We are not persuaded by sewe's claims about the effects of thin 
capitalization, and we believe sewe's claims are overstated. 
Furthermore, we see no 900d reason for rewardin9 man~gement's 
decision to be thinly capitalized. We are also aware of the 
fact that a 14.50% return on equity waz granted for zeveral 
similar major water utilities in Californi~ recently and their 
service levels were much better than that of these four districts. 
Althou9h we consider the service levels for these districts are 
satisfactory, we find the service levels to be somewhat below 
average. Furthermore, grantin9 a higher return on equity for 
thin equity will encourage sewc to remain that way and it would 
not be in the best interest of its ratepayers or its shareholders 
because such thin equity capital will place itself at unnecessarily 
risky financial position. Therefore, we conclude that the low end 
of staff's recommended range--14.S0%--is the most reasonable rate 
of return on eqUity and we will adopt that fi9ure • 
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• 
Rates of return for the test years are adopted as 

follows: 

Test P~~iod 1984 1 1985a 4nd 1986 

Component 
capitalization Weighted 

Ratios Cost Cost 

1984-
Long-term Debt 49.0~ 9.65 4.731-
Bank Loans 1.00 11.00 0 .. 11 
Preferred Stoc:k 13 .. 00 8.23 1.07 
Common Stock Equity 37 .. 00 14 .. 50 5.37 

Total l00.ol1/. 11.28% 
1985 -Long-term Debt 49.001- lO.06 4.931-

Bank 'Loans 1.00 11.00 0.11 

• Preferred Stock 13.00 8.65 1.12 
Common ~tock Equity 37 .. 00 14.50 5 .. 37 

Total 100.001. 11.53% 

1986 
Long-term Debt 49.00't 10.3l 5 .. 05: 
Bank Loans 1.00 11 .. 00 O.ll 
Preferred Stock 13 .. 00 8.80 1 .. 14 
Common Stock Equity 37.00 l4 .. 50 5.37 

Total lOO.OOho 11 .. 67% 
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x - RESULTS OF OPERATIONS 

1'0 evaluate the need for a. rate increase ~ witnesses 
for applicant and staff have analyzed and est~ted for test 
years 1984 and 1985 applicant's operating revenues. operatif18 
expenses. and rate base for each district. For the most part. 
applicant stipulated to the reasonableness of staff's estimates 
which were based in pa~ on later information than that available 
when applicant finalized its basic studies. The areas of 
disagreement and the summaries of earnings which we adopt are 
set forth below. 

A. Customer Groweb. in Bay 
and Clearlake Di8triees 
Applicant and staff used different means of projecting 

growth for commerc:Lal metered customers in Bay and Clearlake 
districts. Consequently their revenue projections differ • 
Staff's witness testified that be est~ted these customers 
for 1984 and 1985 based on average recorded services for the 
f1ve-yea:r periext. of 1978 to 1982. The average increase for 
Clearlake District was 70 customers per year; the average for 
Bay District was 111 customers per year. 

Applicant's methodology is unclear but was somehow 
projected from recorded data for November and December 1983. 
Applicant complains that the 1983 recorded data belie the 
accuracy of staff's method. We agree that mote re~ent data 
should be ref-lee.ted. Therefore, USing the table which 

applicant extrapolated from the test~y and attached to its 
post-hearing brief and projecting & similar linear growth for 
average number of customers for the unreported month of December. 
we derive an average number of customers for 1983 of 3,116 for 
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Bay District and 2,076 for Clearlake Distriet. By addi1l8 the 
average growth calculated by staff to tbese more recent figures 
we derive what appears to be a more accurate projection of groweh 
which we will adopt.. The figures are shown in the followiDg 
tabulation: 

Projected Commercial Metered 
Customer Growth 

District 

Bay 
Clearlake 

Scaff 

3,300 
2,195 

1984 
Come:any 

3,194 
2,108 

Adoptea 

3,227 
2,146 

B. Filter Surface Washers 
in Bay District 

~t!!% 

3,411 
2,265 

1985 
comi)a!!I ~o2t:e(! 

3,263 3,338 
2,141 2,216 

Another area of disagreement is whether the cost of 
filter surface washers should be included in rate base for Bay 
District in 1984 and 1985. These washers are dev1c:es which 
alleviate the pro?lem of "mud ball" accumulation dur1tzg the 

baekwashing of the filter sand .. 
According to ap?l1cant r s division manager, Don Saddoris, 

baclcwsshing is a reversal of water flow back through the filter 
saud to break up clay deposits and unsettleable material which 
aceumalate on the surface of the sand ult1mately causing & 

head loss in the filter.. Generally, however, backwashing alone 
is insufficient to break up all the particles. The ones that 
are not broken up form iuto mud balls whieh get larger and larger 
until, if they are not removed, they eventually break throagh 
the filter letting sand into the system • 
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One way of removing these mud balls is manually. 
This requires 4 worker to climb into a cylinder of 6 or 8 feet 
in diameter through a 14-ineh manhole and lift out the mud balls 
with a sieve and hand them up to someone outside the eyliude-r. 

Another alternative is the filter surface washers. These devices 
are nozzles located two to four inches above the sand which come 
on for two to three minutes just prior to the backwash. They 
shoot jets of water on top of the clay causing it to break up 
prior to the backwash~ making the backwash more effic:1.ent. 
Saddoris stated that surface washers elfminate the mud ball 

problem by 70 or 80:. He also stated he has not 
heard of a :new filter being irlstalled without surface washers 
in recent years. 

Staff is of the opin1on that the surfa.c:e washers are 
unnecessary in the Bay District. 1'b.1s is based on a. couvttsation 
which a. staff witness bad durit2g a f1eld investigation of the 
Bay District plant during which he was informed that the mud 
ball problem was caused by operator error and had virtually 
disappeared since a certa.in employee left tIle company aud proper 
operating procedures were instituted. 

When questioned about this at the bearing Saddoris 
stated that several years ago there was an employee at the Bay 
District plant who did not backwash often enough and therefore 
a major mud ball problem occurred with mud balls '~be the 

size of baseballs";' but he went on to explain that 
even when operated correctly, there is a mud ball problem with 
these filters that surfa.ee washers can help allevi4te • 
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Staff contends that if we do permit rate base to 
include au expenclitu%'e for surface washers, labor expense 
should be adjusted to reflect the labor savings realized by 
applicant. 

We will allow the item in rate base, but we decline 
to adjust labor expense since ehe only evidence on the issue is 
Saddoris r tescimony that some filters that do not have surface 
washers have to be checked at least 4:i.1mUally atlQ cleaning out 

the mud balls can take many hours of time which the employee 

could be devoting to other tasks. 
C. Timing of Major Pla.nt Additions 

in Clearlake and Oj21 Districts 
Applicant wishes to include all its planned main 

replacement costs for test years afeer their projected completion 
in Clearlake and OJ ai as plant in service. Staff contends that 
some of these projects may not be completed on time and that 
there is a possibility that this money will simply be a windfall 
to applicant. '1'herefore, staff recommends that certa.ie items 'be 

excluded from rate base at this time and that we deviate from 
our normal practice and authorize an advice letter offset 
proceeding whereby SCWC is permitted to file an advice letter 
requesting an offsetting increase upon t~ly complet1o~ of 
each project. 

A staff witness testified that he believed the procedure 
to beneeessary because a $15~OOO retaining wall was 1~luded in 
Clearlake's last general rate ease rate authorization, but it was 
not timely built. He stated that the ratepayers should not have 

to bear the risk of paying for projects that may not be completed 
as scheduled • 
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We would only want to implement such action where there 
was strottg evidence that the company's projections were unrel1.a.ble ~ 
since the costs aud workload increase to staff and the company 
would otherwise be unreasonable. In this cue ~ while the record 
never explained what happened to the retaining wall in Clearlake, 
we see no evidetlCe that failure to accomplish projected main 
replacements on time is a serious problem for this company in 
either Clearlake or Ojai or that SCWC bas ever experienced a 
windfall from such circumstances. 

As to Clearlake ~ applicant' $ wituessTwomley described 
what he called a '~aekbone rt three-year main replacement program 
going from one end of the system to the other. The program 
commenced in 1983. In 1983 SCWC's estimated capital budget in 

Clearlake was $165,600. However, SCWC ac:tually spent a.round 
$243,000 that year even though of this one of the projected 
jobs was only about 601. completed i'O Ja'CN.IJ.ry 1984 because of 
bidding problems. Two main replacement jobs are planned for 
1984 in approx~te amounts of $98~300 and $94,000. The first 
was to be work-ordered in March 1984.. The 1985 projects 4't"e 

for .. $1$,,0.00 and $82,20q. In addlti6r:l,to these, staf'f proposes an eXivice 
letter offset for the cost of ,land ($36,800) whi~ SCWC plans to buy in 
1985 in order to relocate part of a treatment plant and the 
cost of high turbidity alarms in both treatment planes and au 
automatic shut clown clevice for one ?lallt estimated to total 
$16,000 ancl scheduled for work order in June 1984. 'rWomley 
testified that, in his opinion~ all these projects would be 

done on time.. As to the 1984 projects he expects the main 
replacement to take about three months.. He farther stated 
that the alarm and shutoff proj~ts were moved up to 1984 after 
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the problem was raised by a representative of DRS at the public 
meeting in late 1983, noting that SCWC has a written eommit:meut 
to DRS to finish these projects in 1984. 

With respect to Oja1, staff reeommends an advi~, letter offset 

for S49,600 in' projected main replacements for 1984.. Applicant's witne""...s, 

Joseph Young, testified that the project is already under way, 
that SCWC has promised the City of Ojai that it will continue 
to complete the job, and that the work is necessa~ to bring 
down water loss in Ojai. Twomley testified that the 1984 pbase 
of the project was scheduled to be work-ordered in March 1984 
and would hopefully be completed by mid-year. He said that 
originally this project was scheduled to be done in three phases 
in 1983, 1984, lI,ud 1985, but when company and staff visited 
the site, the leaks and unexpectedly rapid deterioration of 
the pipe, plus input from Ojai '8 director of public works, Ken 
Gilbert, convillced SCWC to revue its budget to complete the 
work in 1984. Twomley stated he wrote 4 letter to Gilbert making 
a. firm commi.tment to do the work as early in 1984 as possible. 
Further, Twomley pointed out that SCWC had alreadyeompleted 
(in January 1984) a main re~lacement projeet budgeted for M&reh 
1984 in the amount of $3~OOO. 

We are convinced by this test imony that there is 1lO 

reason to believe that applicant will fail to complete these 
projects on time and that staff's proposal would unnecessarily 
burden both the company and the staff itself. 

'But in ordet; to ensure. that the rate?ax~r$' t:eceive the 
benefits of improved service from these ma,in, replacemeri.~s :and. other 
improvements, we .wll1 have the step rate increas,e" fo'r' 19.35 for the 

C.1earlake Distr ict be subject to the comple'ti?n .of· t~~ ,two ~a.in, 
replacement projects ($98,300 and S94,000) and turbidity alarm and 

automatic Shutdown system (S16,000) in 1984, and the step rate 
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increase for i9S6, be Subject to the o:mpletion of', the t'wQ main replacement 

projects ($18,000 an:;1. ,$82,20.0) 'and lal"X3.'acquisition for relOc;ation of part of 
filterapon Plant No:' 1 ,(S36,OQO) in 1985. Similarly, the steP rate inCrease for , 
1985' for the Ojai District will be sl.1Oject to ,the ccxnpletion of the ,CuyIJlTla Road 

main replacement project ($49,600) in 1984. 

Therefore, we will adopt such a rate adjustment 
provision and we will permit each of these plant additions to 
remain in rate base. 

D. Water Loss - Clearlake 
District 

Another area of disagreement raised at the hearing was 

applicant's est:1ma.te of tmaecounted-for vater. Such water 18 
charged to the ratepayers and includes water used in filtering 
operatiotlS and water lost due to leak8 and the like. Applicant f 8 

witness estimated Clearlakers unaccounted-for water at 161.. 
admitting that his figure for filtering operatiocs vas 
"somewhat arbitrary" since there is no accurate way of measuring 
this usage at present. 

Staff's witness Kazemzadeh potnted out that Clearlake's 
uD4Ccoanted-for water estfmates have gone from 30.8% in 1979 to 
lot in 1980, to 18.31 in 1981. He further noted that no major 

main replacement was clone between 1979 and 1980 that would 
account for the large reduction. Based OIl this be claimed that 

unaccounted-for water in Clearlake was probably not due to large 

losses throagh deteriorated maiDS. but rather through some other 
problem such as malfunctioning meters" bad booklceeping"or some 
such management problem. COnsidering this be coccluded that 
Clearlake did have the capacity for achievitlg a 10% max1mam 

rate for tmJlC'C'X'llI"'ft«! for water. and this 101. figure is a maximum 
aec:ept:&ble figure for & system such as Clearlake • 
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We agree with staff r s assessment of this issue.. In 
fact, we note that one public witness iu Clearlake elatmed that 
his meter remained broken and utrrepaired for eight months and 
that of a friend went uurepa.ired for six months. Tbe1:'efore~ we 
will adopt the lot figure for u~eounted-for water. 

E. Labor E?g?ense 

The record in this matter reflects a gre~t deal of 
staff misunderstanding of the way SCWC accounts for labor expense. 
This was at least partially due to misinformation given to staff 
by SCWC personnel. 1'wo issues regarding payroll remain unresolved. 

1. Vaeation AcC'J!'U41 Faeto'r 
The first iSsue is tb:e pr0t>er vacation 
accrual factor to be used.. This is & 
percentage of expensed income which is 
set aside in a liability account. It 
accrues to this accoune froc pay earned 
w~ile working and then is used up to 
pay the eurployee when he or she takes 
a vacation or holiday. 
Applicant does not determine this accrual 
factor on an individual basis, but 
rather on a c:ompanywide basis (see, 
generally, Exhibit 19).. Applicant uses 
a vacation accrual factor of 12~. 
Staff recommends that the factor only 
be 10.2:rt. Staff f 8 witness, Wayne 
I<oerting, testified that he determined 
this percentage by dividing the actual 
vacation taken duri1:2g 1982 'by the total 
payroll for 1982. This calculation does 
not 4CCOU'D.t for vaca.tion that is accrued 
duriug the year but not taken. Koerting 
justified this by noting that only five 
days vacation may be carried over Otle 
year to the next.. Anything beyond that 
is lost if not taken and the company 
never pays for it. Koert1ng also 
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clai=ed that while staff would normally 
look at several years' records in order 
eo calculate sucb & faceor~ he was 
unable to do so in this case because 
of time constra.ints. But, he added 
that he believed that since the company 
has about 400 employees" the number 
of vacation days taken in one year is 
'~easonably representative of that taken 
by the same number of employees over a 
number of years rr 
staff witness Sung Ran added that, 
while SCWC' s .a.eerual factor may have 
been derived by appropriate accounting 
procedures (as its witness, Christy W. 
Plemons J testified),. for ratemald.ng 
it is necessary to reduce working cash 
allowance by the amoant of the future 
liability remaining in the vacation 
accrual account. Since this has not 
been done he concludes that staff's 
figure is appropriate • 
We find staff's explanation persuasive 
and we will ad~2t its vacation accrual 
factor of 10.237.. 

2. ~e Escalation Factors 
secona \fD.resol·"ed payroll issue has 

to do with escalation factors. Applicant 
~sed a 61. wage escalation factor without 
an,. adjustment for growth for both 1984 
and 1985. Staff relied on wage escala
tion rates determined by our Revenue 
Requirements Division. For 1984, the 
rate is 4.31. and for 1985, it is S.zt. 
An additional 0.21. is added each year 
to compensate for growt:h in the Calipatria
Niland and Ojui Districts. Similtir1y, 0 ... 9% and 1.0% 
'for'1984 and 1985 are added to the- Bay District pay-
roll ~ 0 .. 7% and 0.8% for 1984 .)t)d 1985 are adQed to 
the Clearlake- Oistr iet payroll. 
Neither staff nor applicant ao:;ruieseed to the other's 
calculation and neither b:3dressed the issue in argt.:ment • 
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Applican~ls report merely no~es ~ha~ 
"expense levels are projec~ed on ~he 
basis of recen~ operating experience" 
(see, e.g. Exhibit 5, Chapter 5, 
paragraph 2). S~aff points our that 
sa.rc' s average wages per emp loyee 
have "outpaced bo~h the average 
CPI and the California wage index 
for the past five years." (See, 
e.g. Exhibit 16, Chapter 3, para
graph 3.13.) Based on this informa
tion, we Will adopt s~aff's escala~ion 
factors which to~al 4.5% in 1984 and 
5.4% in 1985. 

In several recen~ decisions we have exp=ess,ed qual1:lS about 
staff's reliance on cos~ of living indexes. In D.S3-12-037, California 
Water Service's last rate proceeding we stated: 

"Cost of living indexes are not acceptable surrogates for 
anticipated wage levels, in our opinion. We will, of 
course, accept cost of living evidence in the future, 
but we invite the parties ~o produce expanded showings 
on labor cos~s in future applications." (Mimeo, p. 21) 

Earlier, in a decision involving San Gabriel Valley Water 
Company, we delineated the reasons for o~ discom:ort: 

"In this rate setting process, the Co=rl.ssion's obligation to 
ratepayers to maintain reasonable utili~y rates and high 
C/.'U3.li ty service is fundamen~al. This obligation. however I 
cannot be met or sustained if a utility is placed a~ a 
'competi~ive disadvantage in skilled labor markets by 
allowances for £orecas~cd wage adjustments that limit 
wages and salary increases to cost-of-living escalators 
while denying e~loyees the oppor~unity to participate 
in,productivi~y advances in the u~ility or in ~he 
economy. Our basic policy in this respect is to give 
maximum la~itude to utili~y management to establish or, 

·negotiate wage and salary adjust~ents which are consistent 
with efficient management of operations, including 
access to skillec labor markets and the maintenance of 
a qualified utilitywo=kforce. 

"We will adopt staff's labor escalation ra~e as a ~ore 
reasonable reflection of required labor costs for 
ratesetting purposes. Adoption of the Staff's estimate, 
however. is by no means meant to be a ceiling ~nat 
preclud~s or limits SGVWC fro~ addressing i~s skill 
requiremen~s in ~he contex~ of actually .establishing 
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or negotiating wage adjust~nts. The adopted results 
of operation do not operate as an absolute limi~ on 
wage adjustment. Actual wages ~y be higher or 
lower than our adopted escalation factors imply. 
For example, even if a revenue requirement is set 
using an inflation index for wages. real wage gains 
could accrue out of unexpected reductions in other 
cost categories or produceivity gains by the company 
as a whole. ~agement retains the responsibility 
for setting act~l wages." (D.S3-l0-002, Mit:1eo, 
pp. 13-14). 

We are disappointed that these concerns have not been 
addressed by the parties in this proceeding, and hope that future 
records will contain explicit analysis and. discus~i0n..of these issues. 

F. Summaries of Earnings 
Based on the foregoing. the tables which follow set 

forth the a.dopted .operating results for each district for test 
years 1984 and 1985 at rates authorized by this decision.!/ 
Table 1 shows results for the Bay District, Table 2 for Clearlake 
District. Table 3 for Calipatria-~iland District, and Table 4 
for Ojai District. 

11 For. Calipatria-Niland District, the large adopted increase for 
1984 triggers our policy of phasing in annual base rate 
increases in excess of 501.. By holding the first test year 
to 50%, we will grant applicant a revenue increase of $163,600 
in 1984. !he difference in revenue between 50i'. and what' 
would otherwise be authorized., plus interes1: at the adop~ed 
11.46% rate of return for. 1934, will be added to the authorized 
inc~ease for Calipatria-Niland for 1985 . 
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Sou~her~ ~li~or~i4 Wa~er Company 
24y Ois~ric~ 

Present Rates 
Operating P~venues 

Oper4t!!'l<;, E:Qenses 
PUrchaseQ Water 
~rch4$e(j PO'Ner 
Payroll 
PurchAsee Services 
oeher O&M ~xpen$es 
M(,; Expenses 

Item 

G. o. Allocatio~ 
Oepreciation Expenses 
~axes Oth~r ~h4n :~come 

S~total 

O:lcollec'tj"l;)les 
LocAl Franchise ~ax 
CCF':' 
FI'l' :oe!'ore ::C 
!'l'C 
FIT 

Total Operatin~ Expenses 

~et Operating Revenues 
Ra'te Base 
Ra'te of Re'turn 

?roQOsed Ra'tes . , 
Oper4ting Revenues 

O~rating Expenses 
Subto'tal 

Uncollec'til:>les 
'Local Franchise 
CQ"l' 
FIT l:>efo::e ::C 
:~C 

FIT 
Total OPerating Expenses 

Net OPerating Revenues 
Rate Base 
~'te o!' Return 

567.0 

lS.! 
62.3 
36.6 
23.2 
55.8 
22.1 

428.5 

2.3 
6.0 
5 .. 0 

32.2 

32.2 
';'74.0 • 

93.0 
1099.S 

8.46' 

631.5 

428.5 

2.6 
6.7 

1l.1 
58.6 

58.6 
507.5 

124.0 
1099.5 

11.28'\ 

'res't 
'te4r 1985 

582.2 

69.7 
42.4 

105.8 
19.3 
67.6 
38.6 
24.8 
58.So 
24.9 . 

"S2.0 

89 .. 4 
1099.7 

8.13\ 

660.9 

2.7 
7.0 

11.3 
61.1 

53".l 

126.8 
1099 .. 7 

1:' .. 53' 
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TABLE 2 

SOu~hern cali!orni~ W~~er Comp4~Y 

Clearldke Ois~rie~ 

: 

Pres@rl.t P.a:tes 
Opera~ir.q Revenues 

Oper4~in~ ExE!nses 
Pu.re~sed. WAter 
Purch4sed ~ower 
Payroll 
~ch4see Services 
Ot~er O,~ Expenses 
MG Expenses 
G. o. Alloeations 
Depreeiation Expenses 
Taxes Other Th4n :neome· 

SuD~Ot~l 

Oncollectibles 
~e41 rr4ne~ise Tax 
CCF't 
FIT :oe!ore :TC 
ITC 
FIT 

Total Operatinq Expenses 

Net Operating Reven~es 

Rate aase 
Rate 0: Return 

proposed R4tes 
Operating Revenues 

Operatinq Expenses 
Subtotal 

Oncollecti:Oles 
LoeL\l Franchise 
ccn 
FI':' be!ore ITC 
ITC 
FI'!' 

Net Operating Reven~es 
Rate adZe 
R4te o! Re~urn 

(::eca~:.ve 

-31-

':es~ 

1984 
(OOllars 

381.0 

6.8 
27.9 
99.2 
13.5 
34.3 
32.8 
::'7.1 
37.5 
20.1 

289.2 

, ~ 

.... Q 

0.0 
2.1 
3.5 

3.5 
296.4 

84.6 

1350.8 
6.26\ 

5Z' .s 

289.2 

2.2 
0.0 

15.4 
6L3 

6l.Z 
36S'.l 

l52.4 
1350.8 
ll.28' 

Fic..:re) 

'!es~ 

1985 
in ThOuSMc1s) 

393.4 

... 'I 
I •• 

28 • .2 
105.2 
14.l 
36.8 
34.8 
18.3 
43.5 
21.1 

309.l 

1.7 
0.0 
1.5 . 

(l.4) 

(1.4) 

310.9 

82.5 

1494.5 
5.52\ 

578 ..: 

309.:' 

2.5 
0.0 

19.1 
75.1 

75.1:. 
405.8 

172.3 
:'494.5 
1::'.53\ 
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Sou~hern C4li!orniA WA~er CompAny 
C41ipa~iA-Nil4.~e Ois~ic~ 

: 

?reseno: Rates 
OperA~~ng Revenues 

0peratinq Ex?!ns~s 
P'urch4see WA~er 
PUrc4sed,Power 
P,,-yroll 
Purchased Services 
O~~er O&M Expe~~es 
MG EX?e:l.Ses 
G. o. Alloca~ions 
Oepreci4~ion Expenses 
TAXes O~her ThAn Income 

Sw:>~o~Al 

Oncollec-;il)les 
~cal Fr4nchise ZAX 

FIT before I'I'C 
lTC, 
FI'l' 

Ne~ Opera~ing rtevenues 
Rate BAse 
Rate of Return 

'ropos~d Rates 
Operating Revenues 
Operating Expenses 

SuD~o~41 

Oncollecti:Oles 
Local Franchise 
Cc:M' 
FI'!' before :'!'C 
I'I'C 
FIT 

Ne~ Opera~in9 Revenues 
Ra~e Base 
Rate of REturn 

: 

$ 

'I'e$~ 

Year 1984 
(Ooll4%'s 

327.1 

14.5 
33.2 
85.0 
17.4 
-'1.5 
26.-' 
14.7 
44 .. 3 
15.6 

292.6 

1.3 
3.5 

D.9) 
(17.4) 

(17.4) 

276.1 

51.0 
1293.5 

3.94's 

524.5 

292 .. 6 

2.2 
S.'S 

14.8 
43.5 

c'3.5 
378.6 

::'45.9 
:'293;6 
ll.28\ 

':es~ : 
: YeAr 19S5 : 

in '!'housAnes' 

S 330.6 

14.5 
33.3 . 
89 .. 6 
18.S 
44.6 
27.9 
15 .. 6 
46 .. 4 
16.7 

307.1 

1 .. 4 
3.5 

(5.3) 
(22.8) 
--

(22.8) 

283.'9 

46.7 
1317.8 

3 .. 54' 

5'9 .. 3 

307.1 

2.3 
5 .. 8 

15.4 
056. ~. 

66.8 
397.4 

151,. '9 
13:'7.8 

11 .. 53' 
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Southern C~li!orni~ W~ter Company 
Oj~i Oistrict 

Item 

Present Rates 
Operatl.ng Revenues 

O~ratina Expenses 
PurcMsee Water 
PurCMS<ed. Po .... er 
l?"':trol1 
?urchased. Services 
~her O&M Expenses 
Me; Expenses 
G.O. i\!loc~tions 
Oepreei~tion ZXpenses 
Taxes Other Tha~ Income 

S..:.btotal 

Oneolleeti~les 
toe~l Franehise ~ax 
CCF'l' 
FIT ~!ore ITC 
I'I'C 
FIT 

Net Operat~ng Revenues 
RAte a~se 
R",te of Return 

Proposcc:l rates 
Operatl.ng Revenues 

Oper"'ting, Expenses 
S~tot",l 

Oncolleetil:>l~s 
Local Franehise 
CCF:' 
FI-: l:>efore !TC 
ITC 
FIt 

~et Operating Revenues 
Rate Sase 
Rate of Return 

':'est 
Ye~r 1984 

(lX>llars 

S 642.9 

'5::'.3 
l30.8 
104.3 

45.5 
23.6 
40.2 
22.7 
49.0 
26.2 

493.6 

3 .. 0 
lO.4 
4.1 

23.3 

23.3 
534 .. 4 

108.5 
1595 .. 5 

6 .. 80\ 

792.5 

493 .. 6 

3.7 
12·9 
18.:' 
84.1 

64.1 
612.5 

180.0 
1595.5 

J.l .. 28' 

Test : 
Ye4r 1995 

in -:hoUS4IlCS) 

S 647.6 

51.6 
131.3 
109 .. 9 

48.3 
25 .. 2 
42.0 
24.2 
51.0 
26.4 

509.9 

3.0 
10.5-

2.6 
::'6.6 

::'6.6 
542.6 

105.0 
:.63:. .0 

6.44'\ 

821.5 

509.9 

3 .. 9 
l3.3 
19 .. 0 
87.4 

87.4 -633 .. 5 

l'S8.0, 
163'1.0 
11.53\ 
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In addition to the rates authorized for 1984 and 1985, 
a third set of rates will be authorized for eac:h of the districts 
to allow for attrition after teST: year 1985.. This 18 in keeping 
with our intention that the districts of Class A water utilities 
will not file general rate applications more often than once in 
three yea.rs. 

The attrition to 'be allowed after 1985 has an 
operational component and a financial component. Its financial 
component is the same for all districts and is the adopted 
est~te of financial attrition in rate of return of O.14~ 
between 1985 and 1986 (i.e. the difference between the rates 
of return of 11.67% and 11.53%, for years 1986 and 1985, 
respectively). Its operational component, which is different 
for each distriet, 1$ the cleeli'De in the 1984 rate of return of 
11.2Sr. to a lower level for 1985 at the rates authorized for 
1984. 

The following tabulation shows, by district, the 
operational attr~tion rate, combined fina.neial-operat1ot1al 
attrition rate, and the revenue increase necessary to offset 
the attrition in rate of return after test year 1985: 

District 

Bay 
Clearlake 
Calipatria-Niland 
Ojai 

Operational 
Attrition 

0 .. 33% 
0.74 
0.40 
0.36 

Combined 
Finane1al
Operat1on&l 
Attrition 

0 .. 47 

O.SS 
0.54 
0.50 

-34-

offset Revenue 
Increase 

(Step Increase) 

$lO,700 

27,100 
14,SOO 
l7,00O 
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G. ~nortization of Bnlancing Account 
Staff recommends that, at the time when the decision 

is to be issued, if the accumulated over- orundercollection of 
balancing account exceeds 2% of the adopted revenue for these 
districts then the balance be amortized over one-year period 
except for the Clearlake District. For the Clearlake District, 
staff recommends that the undercollection on the balanCing 
account be amortized over a three-year period to reduce the 
impact of such amortization. SCWC concurs with staff. 
Based on the undercollection balance of $45,957 for the Bay 
District and $59,217 for the Clearlake District as of 
December 3l, 1983, an additional charge of $0.064 per 100 cubic 
feet of water usage will be applied until June 30, 1985 for the 
Bay District and an additional charge of $0.120 per 100 cubic 
feet of water usage will be applied until June 30, 1987 for the 
Clearlake District. Similarly, based on the overcollection 
balance of $48,645 as of December 31, 1983, ~ credit of $0.068 
per 100 cubic feet of water usage will be applied until June 30, 
1985 for the Ojai District • 

-35-
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XI - PUMP EFFICIENCY 

Applicant has established a plan to' teat pumps not 
less than every two yea.rs and has a program to correct pumps 
that are deteriorating or fall iDto the "low" rating as 
established by efficiency tests conducted 'by Pacific Gas and 
Electric canpany, Sout.~rn Cllifornia .Edison Canpany, and SCt«:, 

By district. staff made the fo11owUzg reports 
(Exhibits 14, 15, 16. and 17) on pump efficiencies: 

BayD1strict - Of nine booster pumps, 
seven are rated excellent and two fair. 
Eight of the nine were tested in 1983. 
Clearlake District - There are 14 
oooster pumps. Three are rated low. 
three fair, two good, and six excellent. 
All the ptaDps were tested in 1983. Two 
of the pumps that tested low have been 
designated for overhaul; the third pump 
that tested low is very small. only 
l~ horsepower. Smaller pumps often 
have poorer efficiencies. 
Calipatria-Nila~ District - There are 
seven bOOster pumps. bee is rated low, 
two good three excellent, and one pump 
on standby status is gas-powered and 
therefore not ratable under these 
standards. The pump r.ated low is 
scheduled for redesign. Two of the 
pumps were tested in 1983 and four in 
1982. 
Oj4i District - There are 12 booster pamps 
and !ou'r well pumps. Of the booster 
pumps» four a.re rated fair. two good. 
five excellent. a.nd one is new and has 
not been tested. 
Of the well pumps. two are rated fair 
ana two good _ Eleven of the pumps 
were tested in 1983. 

We find SCWC' s plan to be sufficient to assure its pamps to be 
operating aaequately_ 

-36-
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XII - COSTOMER SERVICE 

In i.ts reports (Exhibits 14 through 17)" seaff states 
that the followU!g eomp1a,1nt5 were investigated and resolved by 
applicant in 1983: 

Number of Complaints in 1983 

/ 

District Quality Pressure Billips Miscellaneous Total 

Bay 48 21 
Clearlake 62 lO 
Calipatria-Niland 4 14 
Oja.i 72 70 

95 
129 

3 
164 

8 
27 

38 
240 

172 
228 

59 
546 

As to a.ll four districts, staff observed that most of 
these compla.ints were resolved quickly and in a satisfactory 
manner.. Therefore, staff concluded that service was satisfactory ... 
Based on this assessment .and the discussion of the informal meeting 
held in each district and the public hea.ring held in three of the 
districts, we agree that service is satisfactory • . 

-37-
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XIII - RATE DESIGN 

Applicant proposes no changes in its'rate schedule 
des ign except in the Clearlake District. There it proposes to 
change its m~tmum rate structure for metered service to a 
structure which includes a service charge plus quantity rates. 
However. applicant proposes to make the first 300 c:ubic: feet 
free of charge. 

Staff agrees with the c bange to a service charge 
structure, but notthe free water. Iusteac!. staff recommends 
that the first 300 cubic feet be one-half the quantity rate 
for quantities over 300 c:ubic: feet. Applicant has stipalated 
to staff's recommended design and we agree that it better reflects 
our conservation concerns in rate-setting. 

Additionally, we agree with staff's recommen4&t1on that, 
due to Clearlake's large number of vacation-time customers and 
mobile home customers who have a small annual CODS1.mlptioll per 
service connection, 607. of the revenues should be collected 
through the service charge. This seems like the most reasonable 
way of assuring that part-time users shoulder their fair share 
of the utility's fixed costs. 

We also agree with staff's recommendation to change 
applicant's proposed rate des~ for the Ojai Distr.ict somewhat 
so that, pursuant to our pol1ey. the accumulated increase 1n 
lifeline rate remains 251. less than that of the average rate. 
Applicant has also stipulated to this change • 

-38-
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XIV - FINDINGS AND CONCLUSIONS 

Findipgs of Fact 
1. Rates of return of 11.28%, 11.53%" and 11.67%' for 

applicant's rate base for 1984, 1985, and 1986, respectively, 

in the Bay, Clearlalce, Calipatria-Niland, ana Ojai districts 

are reasonable. The related return on COCIIDOU equity is a 
constant 14.50%. 

2. Applicant's pump efficiency is satisfactory in each 
distr:let. 

3. Applicant's water quality in each district meets all 
seaudards established by the federal E'IlV'irO'ClDental Protection 

Agency and by the California Departme1lt of Health Services. 
4. Bay, Calipatria-Niland, and Clearlake di8tr:Lets all 

have water taste and odor problems due to their sources of 
supply. Applicant is taking all reasonable steps to ameliorate 
these problems. 

S. Calipa.tria-Niland and Bay districts somet:1mesbBve 
very high levels· of sodium chloride.. Siuce there is no economic

ally feasible technology to eliminate sodium chloride from water, 

applicant should, not ~ required to take any action, regarding this 
problem. 

6. Applicant' 8 service is adequate in each district 
given the cixc:umst:4nces described in -this decision. 

, 7. The adopted estimates of operating revem:zes, operating 
expenses,. and rate base for the test years 1984 aud 1985. as 
set forth in Tables 1,. 2,. 3, and 4 of this decision. together 

with the described a.clditional revenue requirement for 1986 due 
~o a~tr1t1on,. reasonably indicate the results of operation for 
applicant r 8 Bay,. Clearlake,. calipatria-Niland. and Ojai districts • 

-39--. ' 
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8. The adopted rate design for each district is consistent 
w~th the Commission's water conzervation policies and is reasonable. 

9. The adopted figures for projected customer growth in 
the Bay and Clearlake districts are reasonable. 

10. It is appropriate to allow the cost of filter surface 
washers in rate base in the Bay District. 

11. It is appropriate to allow costs of major plant 
additions planned for the Clearlake and Oja1 districts to be 
included as plant in service after their projected ¢ompletion 
dates without requiring appl1ca~ to file an advice letter 
requesting an offset upon completion of each project. Bu~ it is 
reasonable to have the step rate increases for 1985 and 1986 for 
the Clearlake District and for 1985 for the Ojai District be sub
ject to the completion of major plant additions. 

12 • Clearlake District has the eapac: 1ty to keep its 
unaecounted-for water at a l~ maximum. Therefore, the adopted 
lal figure is reasonable. 

13. staff's recommended vacation accrual factor of lO.23% 
is reasonable for all districts. 

14. st.aff' s recommended wage escalation factors of 4 .5~ 
for 1984 and 5 .4~ for 1985 are reasonable. 

15. The rates of return specified in Finding of Fact 1)0 
above, require the following increases: 

1984 
D1s~rict Amount: Pereent: 

Bay $ 64,500 ll.4% 
Clearlake 139,500 36.6 
Calipatria-Niland 197,400. . 60.3 
Oja1 149,600 23 .. 3 

-40-

1985 
Amount Percent 

$11,400 1.8% 
40,700 .7.6 
19,200 3.6 
23,200 2.9 
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a.. To mitigate the effect of the large 1984 
increase in the Calipatria-Niland Distriet, 
the revenue increase will be held to, , 
$163,600 'iri, 1984 "With further increases of $71,600 
in 1985 and a reduetiOn' of '$3;500 in 1986:' 
Interest on' the deferred' portion of 1984 
required revenue increase at the adopted 
rate of return will ensure that applicant 
is adequately compensated for the deferral .. 
The other iccreases are reasonable .. 

Conclusions of Law 

1. The adopted rates are just, reasonable, and 
nondiscriminatory for the future. 

2. The application should be granted to the extent provided 
by the following order. 

3. Because of the immediate need for additional revenue, 
the following order should be effective today. 

ORDER --- .... ..-.-
IT IS ORDERED that: 

1. Southern california Water Company is authorized to 
file for its Ba.y~ Clearlake, Calipatria-Niland, and Ojai districts, 
effective today. the revised rate schedules set forth in Appendix A, B, 

'c~ andD.series to this decision. The effective date of the r~~,'~'~l~" 
shall be the date of the filing. The revised schedules shall 
apply only to service rendered on and after their effective elate .. 

2. On or after November 15, 1984 applicant is authorized 
to file an advice letter, with appropriate work papers, request1'Dg 

the step rate increase for 1985 included in Appendix A, s, C, and 1',. 

:",seties~ or to file 'a lesser increase. which, includes a uniform cents "per', iOO',Cubic 
feet of water ~djust;ment for Appeneix A, s, C, "a::x:' ,0, series for Ba.y~ 

, 'Cle~lake, Calipatria-Nila~, or Oja~ re~ively,.. in the event .tbat', 'district'; , 

-41-
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4It rate of return on rate base, adjusted to reflect the rates then in 
effect and normal ratemaking adjustments for the 12 months ending 
September 30, 1984, exceeds the lower of (a) the rate of return 

4It 

• 

founa reasonable by the Commission for applicant during the cor
responding perioa in the then most recent rate decision or (b) ll.28%
This filing sh,tll comply with General Order Series 96,. 
The filing shall include a report of ~completion' for two main re
placement projects (Project 53-123 - $98,300 and Project 53-124 - $94,000) 
and an alarm and automatic shutdown system ($16,000) in the Clearlake 
District, and a letter of completion for the Cuyama Road main re
placement project ($49,000) in the Ojai District. The requeste~ 
step rates shall be reviewed by staff to determine their conformity 
with this order and shall go into effect upon staff'S determination 
of conformity. Staff shall inform the Commission if it finds that 
the proposed step rates are not in accore with this decision, and 
the Commission may then modify the increase. The effective date of 
the revised schedules shall be no earlier than January 1, 1985, or 
30 days after the filing of the step rates, whichever is later. The 
revised SChedules shall apply only to service rendered on and after 
their effective date. 

3. On or after November 15, 1985, applicant is authorized to 
file an advice letter, with appropriate work papers, requesting the 
step rate increases for 1986 included in Appendix A, B, C, and D . , 

series, or to file a lesser increase which inCludes a uniform cents 
per 100 cubic feet of water adjustment from Appendix A, B, C, and 0 

series for Bay, Clearlake, calipatria-Niland, or Ojai,respectively. 
in the event that district's rate of return on rate base, aajusted 
to reflect the rates then in effect and normal ratemaking adjustments 
for the 12 months ending September 30, 1985, exceeds the lower of 
(a) the rate of return found reasonable by the Commission for 
applicant during the corresponding period in the then most recent 
rate decision or (b) 11.53%. This filing Shall comply with General 
Order Series 96. The filin9s shall include a report of completion 
~or the M main r~placenent projects (Project 51 - $18,000 .and ~<?j~ 53 .
$82,200) ~·~.·~e,?oca~on ~ a~isition·~_~::.?f ~i:lteratiOl1,pl.ant 
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($36,000) for the Clearlake Diztrict. 'l'he requested step rates shall be 

reviewed by staff to detet"miue their conformity with this O1:'der 
and shall go into effect upon staff's deeerminaeion of conformity. 
Staff shall inform the Commission if it finds that the proposed 
step rates 4't'e not in accord with this decision,. and the Commis
sion may tben modify the increase.. The effective date of the 
revised schedules shall be no earlier than January 1. 1986. or 
30 days after the filing of the step rates. whichever is later .. 
The revised schedules shall apply only to service rendered on 
and after their effective date. 

4. The application is granted as set forth above .. 
This order is effective today. 
Dated July lS, 19S4 ,. at San Francisco,. Californl.a.. 

LEONARD M. GRIMES, JR. 
President 

VICl'OR CALVO 
PRISCILLA C. G~~ 
DON);LD VIAL 
WILLIAM. T. BAGLE)!' 

CommiSSioners 

/; 
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SOC'!'HER."'l c;u.:FOR.,"';:A ';1A~R COtl.PA.,\'"{ 
BAY O:S':'R:C: 

Scheeule NO. SY-l Aooeneix A 
t t 

Applicable to all metered water zervice. 

Terri':orv 

Firs': 300 cu. !':., pe~ 100 ~. !': .••..••• 
Over 300 cu. !t., per 100 cu. !t .•....... 

?er 
?er 

S 

Meter 
Mon-:h 

.538 

.671 

Service Charge: 

For 5/8 x 
For 
For 
For 
For 
For 
::or 
For 
For 

3/4-ineh me':er · .... -.... -........... 3.80 
31'-ineh mete: · ...................... 5.10 

l-ineh :ne'ter · ........................... 7.50 
l~-inch mete: • ................. III ........ 8.70 
2-ineh meter ......... ,. ................ 12.50 
3-inch :net.er ................................. 26.00 
'-inch meter ................................. 33.00 
6-inch meter • .......... *' .............. 65.00 
a-inch mete: · ............. -.......... 93.00 

~he Service Charqe is a reaciness-to-se~/e 
charqe Applicable to all me'teree service 
And to which is to be Acded the monthly 
chArge computed at the QuAnt~ty ~tes. 

Soeeial Condi'tion . 

(:> 

(:) 

1. Cue to ':he uneereollection in the bA:~~ce account, An aCdition 
0: SO.068 per Cc: 0: water usage is to be appliee to the ~ntity rates 
to amortize the undercollec'tion until :une 30, :985 • 
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BAY !)!S'l'R:C= 

EAeh o! 'the !ollowinc; increases in rates 12;.' be ;>lJt in-:oe!!ee-:. on ~~e 
indicated date by ~ilinc; A rate sehe~ule which aces the approp~iate inerease 
to the rate whieh wOlJle Otherwise be in e!!eet on ~~at cate. 

1-1-85 

Service Charges: 

For 5/S x 3/4-inch mete: .... '" ..... ,. ........ S 0.20 
3/'-inch meter '" .. ", ........ '" .... ,. ... '" .. 0.20 

l-inch meter ... '" .................... 0.40 
l:-inch meter ................ '" '" ........ 0.'0 
2-ineh meter .. ................ ", ......... 0.50 
3-ineh meter ........ '" ............ ", ..... 1.00 
4-inch meter .......................... 2.00 
6-:i:nch meter ............................... 3.00 
S-inch meter .......................... '" . 4.00 

lO ... inch meter ............................. 5.00 

Fo~ the !irst 300 cu. ~t.~ ;>er 100 cu. !t. .003 
For the ove~ 300 eu. !t., per ~OO cu. !t. .003 

S .05 
.10 
.10 
.20 
.SO 

1.00 
• 0.00 

1.00 
2.00 
2.00 

.009 

.012 
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SOO':'Ht?.'1 C;;:.:tO?"'1:A ~"A.':'ER 

~ O:::Sorn:c: 

O::se't I-:e::'\S 

1. Pu!'chasee Powe!': 

(a) 

.To'tal Proeuc'tio~ - KCCF 
Acre - teee 

P~ci:ic Gas & Elec'trie Company 
'ro't~l cos't 
K' ..... rl 
E::. Sch. O"''te 
$/K'~ (com?Qsiee ra'te) 

2. Purchasee Wa't~r - KCCF 
Acre - Fee"t 
S/Acre Fee': 
Tot",l Cost 

:'85.7 
'26.2 

S 26.797 
355."7 
4/6/83 
.07533 

127.' 
292.' 
22.50 

$6580.00 

Tes't Yea!'s 
1985· 

191.7 
"0.1 

S 27,532 
367.2':' 
4/6/83 
.07497 

l33.' 
306.2 
22.50 

S6890.00 
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APPENl:)IX C 
Page 2 

BAY D:S':'R!C'!' 

s. Numl::ler of Service - :-1e1:("r Si:e: , 198~ 

6. 

5/8 X 3/4 ••••••••.••••• ~ ••••• 
3/4 •••••••.•••••••••••• 

-3,144 

1 .......................... . 50 , . .: ......................... . 14 
2 .................. '* ....... . 28 
3 ••••••••••••••••••• 6 " ........................... .. ., 

oJ 

6 ......................... 5 
3,250 

~e1:ered WAter SAles 198.: 
Ranqe Ceo! . -

0-3 :'2.:,900 
Over :3 599.500 

72.:,200 

Csa,<::e 

19~5 -3,25.: 

51 
1.: 
28 
6 
3 
5 

Z,3/s1 

1985 -- Cc! 
128,500 
/s16.200 
7,,~,700 

7. Nu:r.l:>er o! Service NO. o! Serviees ::,rsaqe-KCe: Avq.asa<::e-Ce!lyz. ( 

198~ 1985 198~ :'985 198..; 1985 - - - - - -
Comm.-Me'te:ec! 3,227 3,338 585 .. 2 605.3 18l .. 3 18:'.3 ~ub1ie A~~hori~J 19 19 108.2 108.2 5,69':.7 5",694.7 Indus1:rial 4 4 30.4 30.4 7,600.0 7,600.0 C)f;her ... 0.6 0.8 

SubtotAl 3,250 3,361 72':.': 7':4.7 
PriVdte Fire Prot. 3 3 

':ot41 3,253 3,3/S4. 
Water Loss: 10.0\ BO.S 82.7 
Total Wa~er Producee 804.9 827.4 
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:I.INE: 
: NO.: 

1 
:2 
3 
4 
S 

6 

7 
8 
9 

10 
11 
12 
13 

14 
15 
16 

17 
18 
19 
20 
21 
22 

. . 

- .. 

so CAt WATER - SA~ O:STR:C: 

'I7«ES ~ ON INCOME 

ITEM 

OP~'l'ING ~ 

0' M ~~SES 
'tAXES a:HZR ':HA,'-; !.':COMZ 
Cc:F'r 

SUB'l'O'rAI. 

OZOOC-:IONS mOM TAX,,;3U ~COME 

"D.X OEPRtCU'l'ION 
IN'ttRES': , :>".!SC. OEOC'C'CONS 
:aool<. TAX OEP~CIA."'ION 
I.:>.BOR BC'IW~ 
AO VAL TAX , IN'I'. EXc:. .. 
PREFER..~ S'tOCK OIV. ~IT 

• 0 S~'rO':AI. O~OC:IONS 

m:': 'r~:'& INCOME FOR C~ 
ccr. 
'l'O'l'Al. ca: 
NE'!' 'l'AY..AaI.E ~COME FOR :F:':' 
~tR;.I. INCOXZ TAX 
SUR'l'AX EXE.Y2':'ION 
n:I).. INCOME 'I""NC BUORE ADJ .. 
~ TAX ·c?'cIT 
'rOTA!. rIT 

FrAnchise 
t.1ncollec~:'bles 

CCF'r 
FI': 
~et-to-Gross 

l.06'\ 
0.'1\ 
9.6\ 
'6rs 

2.07898 

: 
: 

ADOPn::j AA.~ 

ccr: : F"' .... ..... 
(A) (B) 

(THOOSA.'mS 

567.0 567.0 
2S7.9 357.~ 

23.1 23.l 
.0 5.0 

381.0 386.0 

72.0 35.5 
53.5 53 .. 5 

.0 17.2 
7.2 7.2 

.0 -2.9 

.0 -.1 
l33.7 :'10.' 

52.3 
5.0 
5.0 

70.6 
32.5 
-.3 

32.2 
.0 

3.2.2 

Arr.HOlUZEO RA.."'"ES : 
: ccr. : ... ....... 

1: ...... : 
(C) <In 

OF OO:t.:.ARS , 

631 .. 5 631.5 
358.9 358.9 
23.l 23.1 

.0 ll.l 
382 .. 0 392.1 

73.0 35.5 
53.5 53.5 

.0 17.2 
7.2 7 ~ .. 
.0 -2.9 
.0 -.1 

133.7 110.' 

1::'5.8 • 
ll.1 
' , , -.-. 

128.0 
58.9 
-.3 

sa.6 
.0 

58 .. 6· 
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BAY O:STR:C= 
TAxes based on Income 

'{e.~u:· 1985 

LN 
NO. 

At!o~ted ?.a tes 
!tem -

1 Operating Revenues 
2 0 + M Expenses 
:3 Taxes Other ThAn Income 
4 CCF'I' 
5 Sucto,:",l 

. 
CCF": -(A) 

593.2 
376.8 

24.9 
.0 

401.7 

6 Oeductions From T~le Income 

7 Tax DepreciAtion 
8 Interest, Xise. oeduc~ions 
9 B¢OK TAX Oepreciation 

10 t&bQr Bureen 
11 Ad Val T~ & Int Excl. 
12 Pre!erred Stock Oiv. Creeit 
13 Subtotal Oedue~ions 

14 Net ~4xA~le Income for CC?: 
15 CCFT 
16 Total CCFT 

17 Net Taxable Income for FIT 
18 Federal Income Tax 
19 SurtAX ~xempt~on 
20 Fed. Income T~ Before Adj. 
21 Investment Tax Credit 
22 ':'otAl FIT 

75.9 
57.1 

.0 
7.2 

.0 
• 0 

140.2 

4::'.3 
4 .. 0 

' .. 0 

(:::'10 OF~IX C) 

F ...... ..... 
(B) 

(':hOUSMds 
583.2 
276.8 
2'.9 
'.0 

405.7 

3l.6 
57.l 
20.5 
7.2 

-2.9 
-.1 

113 .. 4 

64.1 
29.5 
-.3 

29.2 
.0 

29.2 

Authoriz~d Rates 
CCF':' ?:T - -(C' (0) 

in Do1la.rs) 
660.9 
377.9 

24 .. 9 
.0 

402 .. 8 

75.9 
57.1 

.0 
7 .. 2 

.0 

.0 
140.2 

117 .. 9 
11.3 
11.3 

660.9 
377.9 
24.9 
::'::'.3 

'l4.':' 

31.6 
57.1 
20.5 
7.2 

-2.9 - .. .. 
113.4 

l33.4 
61.4 
-.3 

61.1 
.0 

6l.l 
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SOt.~tt-.: eALIFOP.N:A WA':ZR CO. 
C~~ ~:S~R:C: 

Comparisons of ~ypical ~ill$ !or =e$iden~ial ~e~ered cus~omers of vario~s 
usage level and average level a~ ?resen~ and au~~or~:ed ~4~es tor ~he year 
1984. 

Mon~hly Osage 

(C@ic Fee~) 

300 
SOO 
646 ) Ave:'age) 

1,000 
2,000 
3,000 
'5,000 

10,000 

General Me~eree Service 
(5/8 X 3/4-i~~~ me~ers) 

A~ Presen~ A~ Au~hori:;ed 

~,:es R4~es 

S 9.26 S 14.55 
l2.l8 17.55 
14.31 1~. 73 
19.49 25.0'; 
34.08 40.02 
48.68 55.00 
77.88 84.96 

l28.38 159.86 

(E~O OF A.?P~~!X 0) 

?e:'cen"e 
Increase 

57.13\ 
44.09 
37.88 
28~54 

l7.43 
12.98 
9.09 

24.52 

: 

: 
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SOOTHE~~ CALIFO~~IA WATER COMPANY 

CLEARLAKE OISTRICT 

Sehedule No. Cl-lA 

GENERAl. XETERED SERVICE 

APPL!CASILI'n' 

Applica~ili~y ~o all metered water service furnished on an annual basis. 

TERRITORY 

Cl~~rlake Park and vieinity, ane ParkwooOs Area, Lake Coun~y. 

RATES 

Quantity Rates: 

Firs~ 300 cu. ft., per 100 cu. ft •••••••••••••••• 
Over 300 cu. f~., per 100 cu. f~ ••••••••••••••••• 

For 5/8 x 3/4-inch meter 
3/4-ineh meter 

..............•.......... 

.•....•..•...••.••.•.•..• 
l-inch me~er ••••••••••••••••• _ •••••••• 

l'.-ineh meter .................. . , .............. . 
2-ineh meter 
3 .. ineh meter 
4-inch meter 
o-~neh ~ter 
e"inch meter 

... ~ •••.•.•.••.•......... 

..•.•.•.•.......•..•..••. 
•.••....•..••..•..•...••. 
........................• 
.............. -.................. .. 

• 0 

The Service Charge is a r~ad~$$-to-serve 
charge applicable to 411 metered service 
Md ~o wl')ich is to De-~ 'the c;uan'tit:y 
charge eompu~~d at the Quantity Rates. 

SPECtAL CONDITIONS 

Per Meter 
Per Month. 

$ .950 
1.498 

ll.70 
13.60 
17.70 
20.20 
25.50 
51.00 
74.00 

128.00 
170.00 

CI) 

( ) 

l. A new appHcant for serv1ce shAll AdVAnce an amount equal to the 
service charge for A perioe of twelve months. This a~VAnce will be credi~d 
to applicant's account Against which charges for water service will be de~ite4 
until the a~vAnce is depleted. When no credit remains aplicant will be ~illed 
at the monthly rate above. No refund will be made upon discontinuation of 
service if less ~han twelve c"ontinuous months • 

2. Oue to undercollection in ~he balancing Account an A~di~ion41 $ 0.12 per 
100 cubic feet of WAter usage is to be applied to the quantity rates to amortize 
the un~ercollection until June 30, 198" •. 

(E:-JI> OF ~lX A-1) 
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APPENDIX B-l 

SOUTHE~~ CALIFORNIA WATER CO~~ANY 

CLEARLAKE ~lSTRICT 

E~eh of the following inere~ses in r~tes may be put into effect on the 
inaie~tea date by filing A rAte scheaule whieh Adds the Appropri4te inere4se 
to the rAte whieb would otherwise be in e!!eet on th4t d4te. 

Effective Dates 

SCHEDULE CL-1A Geneal Met~red Service 1985 - 1986 -
Service Charges: 

For S/8 x 3/4-ineh meter 
3/4-ineh meter 

l-ineh meter 

•••••• ~ •••••••••••••• * •• ~. $ 1.30 S .60 
.70 
.90 

1.10 
1.00 
2.00 
4 .. 00 
7 .. 00 
9 .. 00 

Quantity RAtes: 

H-inch meter 
2-ineh meter 
3-ineh l1Ieter 
4-inch me-ter 
6-i..~ch meter 
8-ineh meter 

.....•......••.•••..••..•.• 

....•....................•. 

...........•..•............ 

...........•............... 

......•.......•..........• ~ 

........•.....•............ 

.....••...••..•.....••..••• 

.. -........ -........ ~ ..... . 

1.50 
2.00 
2 .. 20 
3 .. 00 
6.00 
8.00 

14.00 
19 .. 00 

For the first 300 eu. ft., per 100 eu. ft ••••••••••••• 026 .046 
~or the over 300 cu. ft., per 100 cu. ft ............... 040 .074 

/ 
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1. 

2. 

A'PPENDlX C-l 
Page 1 . 

SOUTHERN CALIFORNIA WATER 
CLEARLAKE OISTR:CT 

ADOP'l"m QOANTITIES 

Of!se't I'tems 
1984 

P~rchased ?ower: 
Total ProQuct~on - KCCF 185.7 
Acre - Fee't 426.3 

(a) Pacific Gas & Electric Com2an~ 
Toe"l Cos't $ 26,797 
KWH 355,747 
Eft. Sch. Oa'te 4/6/83 
$/KWH (composi'te ra'te) .07533 

Purcha~ed Water - KCCF 127.4 
Acre - Fee't 292.4 
$/Acre Fee't 22.50 
Total Cost $6580 .. 00 

Tes't Years 
1985 -

191.7 
440.1 

S 27,532 
367,241 
4/6/83 
.07497 

133.4 
306.2 
22 .. 50 

$6890 .. 00 



~83-09-39 et al. ,/liL:J/ra '" APPENDIX C-l 
Page 2 

CI..EARUKE !>ISTRIC'l' '. 
AOO?TEO QOkVTITIES 

5. Number of S~rviee - M~~er Siz~: 

5/8 x 3/4 
3/4 

1 
11 

1~8' -....................... 2,l43 
...... -... -.. -- ... ~ ... 
.~ •••• ~ ••• - ••• * •••• - •• 4 
~ •••••••••••••• * ....... ~~2 

2,149 

1~84 -

1985 
2-:213 

4 
2 

2,219 

1985 6. Me~ered Wa~er Sales 
Rang~ Ccf Osage Ccf 

0-3 
Ov~r 3 

7. Number o! Service 

• 

• 

Comm. - Me~ered 

Public Authority 
Other 

Subtotal 
Private Fire Prot. 

To~al 

Water Loss: 10.0\ 
Total Water Produced 

58,700 
108,400 
107 .. 100 

No. of Services 
1984 1985 - -

2,146 2,216 
3 3 

2,149 2 .. 219 
2 2 

2,151 2 .. 221 

60,600 
111,900 
172,500 

TJsa2;e-KCef 
1984 1985 - -

166.' 171.8 
0.4 0.4 
0.3 0.3 

167.1 172.5 

18.6 19.2 
185.7 191.7 

AV~.TJsa~e-Cef/~. 
1984 ~ 

77.5 77.5 
132.0 132.0 
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n:.AA 1984 

: LINE: : Al:)OP'l'EI) RATES .. AO'l'HORlZEO RAl'ES .. . -: NO.: : ccn : FIT : CC'F't ':' FIT : . 
(A) (2) (C) 0) 

(THOOSANDS or OOtI.A:RS) 

1 OPERATING PXVENOES 
... _ ... _ ...• 

381.0 381.0 520 .. 4 520 .. 4 2 o & M EXPENSES 233.2 233.2 233.8, 233.8 3 TAXES OTHER THAN INCOME 20.1 2<1.1 20.1 20.1 4 CCF'l' ,.0 2.1 .0 15.4 .-
S StmTO"l'AI. 253.'3 255.4 2S3.9 269.3 
6 OEDOC'l'IONS FROM TAXABLE INCOME 

27~2 
. 7 TAX DEPREC~ION 34.6 27.2 ,34.6 8 IN'l'EREST " MISC .. t>EOOC'l'IONS 67.5 67.5 67.5 67.5 • 9' BOO;C"TAX OEPRECIATION .0 9.4 .0 9.4 .. 10 LABOR BORDEN 11.6 11.6- 11.6 11.6 11 AI) VAL TAX " :rm. !:XCI.. .. .0 -5.5 .0" -5 .. 5 12 PREFERREO STOCK OIV. CREDIT .0 -.1 .<1 - .. 1 13 SOBTO'l'AI. OEDOC'l'IONS 106.3 117.5 106.3 117.5 

14 NET TAXABLE INCOME FOR CCFT 21.4 160.2 .. 
15 ccn 2.1 15.4 
16 TOtAL CCF'1' 2.1 15.4 
17 NE'r TAXABU :rNCOME FOR FIT ·8.1 133.6' 
18' . FEOtAAI. INCOME TAX 3.7 , 61 .. 5 
19 SORTAX EXEMPTION -.2 - .. 2 20 FED. INCOME TAX BEFORE ADJ .. 3.5 61.3 
21 INVESTMENT TAX CREOIT .0 .0 
22 TO'l'AL FIT 3.5 61 .. 3 

FrAnchise 0.0 
Oneollectibles O.(l' 
ccn 9.6' 
FIT 46\ 
Net-to-Gross 2.05736 

• 
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TAXES SASEt> ON INCOMe 

YEAR 19~5 

:I.INE: : AOOP'I'Et> RATES : AOl'HORIZEJ:) RA...""1:S : 
: NO.: ' I'l'EM : CCF'I' : FIT : CCFT : FIT . ' . 

(A) <B) (C) (,t) 

('l'HOOSA.."mS OF t>OLtARS) 

1 OPERATINC ~"'OtS 393.4 393.4 578.Z 578.2 
2 o & M EXPENSES 246.2 246.2 247.0 247.0 
3 '1'AXES OTHER 'l'HA.N ,INCOME 2l.1 21.1 21.1 21.1 
4 ccn .0 1.5 .0 19.1 
S- SO'B'l'OTAL 267.3 268.8 268.1 287.2 
6 D~1'JCTIONS FROM TAXA:SI.E INCOME 

7 TAX OEPRECIATION 26.6 33.7 26.6 33.7 
8 IN'1'EREST & MISC. ~WOC'l'IONS 76.7 76.7 76.7 

. 
76.7 • 9 BOOK TAX DEPRECIATION .0 l5.0 .0 15.0 10 LABOR BtJROEN 7.5 7.5 7.5 . 7.5 

11 At> 'VAL TAX & INT. SXCI.. .0 -5.5 .0 -5.5 12 PREFERRZD STOCK t>IV. ~I'l' .0 -.1 .0 -.1 
13 SOBTOTAL OmOC'l'IONS 110.8 127.3 110.8 127.3 
14 NET 'l'AXABLE INCOME FOR CCF'l" 15.3 199.3 .. 
15 ccn 1 .. 5 19.1 
16 'tOTAL CCFT 1.5 19.1 
17 NET TAXABLE INCOME FOR FIT :'2.7 l63.7, 
18 FEDERAL INCOME TAX -1.2 75.3 
19 SORl'AX- EXEMPTION . -.2 -.2-
20 no. INCOME TAX BEFORE 'ATJJ. 

. 
-1 .. 4 75.1 

21 I%>o'VESTMEN'l' TAX CREDI'l' .0 .0 
22 TOTAL FI'l' -1 .. 4 75.l 

(END OF APPENDIX C-l) 

• 
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SOutHERN CALIFORNIA WAtER CO. 
CLtAPJ..A:<E OIS'l'RICT 

Comparisons 0: typie~l bills for residenti~l m~tered customers of various 
us~ge level ~nd ~ver~ge level ~t present ~nd authorized rates for the year 
1984. 

: 
Xonthly tJsbge 

(C'JDic Feet) 

300 
500 
646 ) Aver4ge) 

1,000 
2,000 
3,000 
5,000 

10,000 

General Metered ~~vice 
(5/8 x 3/(-ineh ~cters) 

At Pre~r.t At Authorized 
:Rates RAtes 

$ 9.26 S l4.5$ 
l2.18 17.55 
14.31 14.73 
19.48 25.04 
34.08 40.02 
48.68 55.00 
77 .sa 84.96 

128.38 159.86 

(END OF A?~ENDIX. ~l) 

Pereent 
Inere~s~ 

57 .. 13\ 
44.09-
37.88 
28.54 
17.43 
12.98 
9.09 

24.52 

/ 

: 

: 
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APPLICA.B!LI'I"! 

APPENOIX A-2 
'Page 1 

SOOTHE~~ CALIFO~~IA WATER COMPANY 

CALIPATRIA-NI~~ OISTRICT 

Schedule NO. CN-1 

Applica~le to all mcterea water service. 

TERRITORY 

City o! Calipa~ria ancl eo~unity o~ Nilana, ana 44jaeent territory 
in Imperial County. 

RATES 

Quantity Rates: 

For the !irs't 300 cu. ft., per 100 cu. ft •••••••• 
For allover 300 cu. !~., per 100 cu. f't ••••••••• 

Service Charge: 

For 5/8" 3/4-inch meter 
3/4 ... inch 1!)ll'ter 

l-inch me'ter 
l,-in~h mete;,: 
2-inch meter 
3-ineh meter 
4-ineh meter 
6-inch meter 
S-inch meter 

.................. ,. ....... . 
•.......................•. 
........ ~ ....... ~ •.•.•.... 
•.......•.......•.......•. 
.•••....•.•...•....•..•..• 
.•.......•.•.............. 
....•..... :~ .. ~ ....•...... 
....................•..... 
...•.•.....•.•........•... 

The Servicc Charge is a rC4diness-to-serve 
eharqe 4pplicAble to all metered &ervice and 
to which is ~o be 4dded ~he quantity charge • 
computed a~ the Qu4ntity Rates • 

Per Meter 
P6r Mon'th 

S .576 
.819 

11.60 
20.20 
24.60 
33.00 
44.00 
60.00 

133.00 
22&.00 
303.00 

(I) 

(1) 
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PaQe2 
SOOTHER~ CALIFORNIA WATER COMPANY 

CALIPATRIA-NI~~ OISTRICT 

Schedul~ NO. CN-2 

GENERAL FI.AT RATE SERVICE 

APPLICABILITY 

Applicable to all flat rate water service. 

TERRITORY 

·Cit)' of Calipatria an,d community of Niland, and adjacent territory 
in Imperial County. 

RATES 

1. For each single unit o! occupancy, 
with in~ide plumbing, served through 
a 3/4-inch service connection .................. . 

2. For each single unit of occupancy, 
with inside plumbing, served through 
a l-inch service connection .................... . 

3. For each ",dditional unit of OCC'.lP41lCY, 
with inside plumbing, on the same 
premises ane ~rved from the some 
seNiee connection of 1 or 2 lJ.J:»ve •• ~ ............. . 

4. For each single unit of occupancy, 
without inside plumbing, served through 
a 3/4-inch service connection .................. . 

SPECIAL CONDITIONS 

P~r Service 
Connection 
Per Month 

$ 32 .. 10 

39.75 

17.25 

15 .. 90 

(X) 

(I) 

1. The aboVe flat rates apply to service connections not lOrlger than 
one inch in diameter. 

2.. All service not covered by the above classifications shall be 
furnished only on a metered basis. 

3. For service covered by the above classifications, if either the 
utility or the customer so elects, a meter shall be installed and service 
provided under Schedule No. CN-l, General Metered Service. 
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APPENOIX 30-2 

SOU'rHE~~ CALIFORNIA WATER COMPANY 

CAL!PATRIA-N:~ OISTRICT 

Each of ~he :ollowing increases in ra~es may ~e pu~ into effect on the 
indica~eo cate by filing a rate scheeule which ados the appropriate increase 
to the rate which would otherwise ~ in effect on that date. 

SCHEOU~E ~-l General Metered Service 

Service Charges: 

For 5/8 x 3/4-inch meter • ............. *' lIP ••••• 

:3/4-inch meter ....••............. 
l-inch meter · ...................... 

l,-inch meter ...••.....••...• ~ .. 
2-inch meter • ................... II .. 

3-incb meter ...............•... 
';-inen meter . ..............••.. 
6-inch ~er .....•...........•. 
a-inch meter .....••.........•.. 

Quantity RAtes: 

For ~he !irs~ 300 Cl,l. ft., ~r 100 Cl,l. f~. 
For ~he over 300 cu. ft., per 100 cu. ft. 

Schedule!' CN-2 General Fla~ Rate Service 

1. ror e~eh single ~nit of oce~poney, 
with inside plumbing, serveo thro~gh 

$ 

Effective Dates 

2.30 
4.00 
4.90 
6.60 
9.00 

12.00 
26.00 
45.00 
60.00 

.072 

.103 

$ (.35) 
( .(0) 
(.70) 

(1 .. 00' 
(1.50) 
(2.00) 
(3.00) 
(6.00) 
(9.00) 

( .015) 
(.022) 

a 3/'-ineh service connection •••••••••••••••••••• $ 4.60 0.00 

2. ror each single ~nit o~ o~~upaney, 
with inside pl~ing, served ~hrol,lgh 
A l-ineh service connection •••••••••••••••••••••• 

3. ror edch oddi~ional I,lni~ of occ~pancy, 
with inside plumbinq, on th~ S~ 
pre~ises and served fro~ the SAme 
service co~ection of 1 or 2 ~e ••••••••••••••• 

4. For each single uni~ of oCCl.lpaney, 
witho~t inside plumbing, servec through 
d 3/4-inch service connection •••••••••••••••••••• 

5.75 0.00 

2.45 0.00 

0.00 
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1. 

2. 

Offset Items 

APPENDIX C-2 
Page 1 

SOUTHERN CALIFO~~IA WATER 
CALIPATRIA - NILAND 

ADOPTED QUANTITIES 

1984 -
Purchased POwer: 

Tot~l Produc~ion - KCCF 787.4 
Acre-Feet 1807.6 

E1ec'tric: 
("') Im~ria1 "'t'r~(a4ti01l Oistrict 

TOtal Cos~ $31 ... 995 
KWH 442528 
EFF Sch. D"'te 2/1/83 
S/kwh Osed (composi~e rate) .0723 

Ga~ 
(b) Southern California Cas 

'l'ot",l Cost S 1,162 
The%'lTlS 1535 
Eff. Sc:h. O",te 2/1/83 
$/Term (composite r",te) 0.757 

Purchased W"'ter: Keep 787.4 
Acre Feet 1807.6 
S/AC n. a.oo 
Eff. Sch. Used 2/1/83 
Tot",l Cost S14,461. 

Test Years 
198$ -

791.4 
1816.8 

S32,181 
445107 
2/1/83 

.0723 

$ 1,162 
1535 

2/1/83 
0.757 

791.4 
1816.8 

8.00 
2/1/83 

$14,534 
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APPENDIX C-2 

Par,;e 2 
CALIPATRIA-NltANO 

5. Number of Servia~-Me~e~ size: 

5/8 x 3/4 
3/4 

1 1, 
2 
3 
4 
6 
8 

It ................... ,. .. .. 

.................. ,. .. ,. .... ,. .. ,. 

.............•....• 
•..............•... 
•........•.••.•.••. 

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

.... ,. .. ,. ......... ,. ........ .. 
,. ............ ,. .,. ......... .. 

6. Me~ered Water Sales 
Ranqe Ccf 

o .. 200 
• OVer 200 

1984 -
52 

23 
11 
17 

2 
2 
1 

-108 

1984 -
68,800 
36,60,0 

l05,400 

7. Number of Service No. of Services 

• 

Comma - Metered 
Pu~lic Authority 
Industrial 

Subtotal 
Comm. Flat 
Priva~e Fire Prot. 

TOtAl 
WAter Loss: 10.0\ 

Total Water Produced 

1984 1985 - -
89 
11 

8 
108 
923 

3 
1,034 

96 
11 
a 

115 
921 

3 
1,034 

1985 -
55 

25 
12 
18 

2 
2 
1 

-115 

1985 -Osage-Cc! 
72,800 
36,900 

109,700 

Osoge-KCef 
1984 1985 - -
55.2 
29.5 
20.9 

105.4 
603.9 

59.5 
29.5 
20.7 

lO9.7 
602.6 

709 .. 3 712.3 
78.1 79.l 

787.4 791.4 

Avq.Osage-Ccf/yr. 
1984 1985 

620.3 
2,686 .. 0 
2,584.0 

-
620.3 

2,686.0 
2,584.0 
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Type of Service 

/J>U/ra '" 

APPENDIX C-2 
Paqe 3 

CALIPATRIA - NlLA~~ OISTRICT 

1 •••••••••••.•. For each single unit o! oecupaney, 
with inside plumbinq, ~rved throuqh 
4 3/4 inch service connection ••••••••••••••• 

2 •••••••••••••• For each sinqle unit of occupancy, 
with inside plumbinq, servec throuqh 
a 1 inch service connection ••••••••••••••••• 

3 •••••••••••••• For each additionol unit of occupancy, 
with inside plumbinq, on the same 
premises ond served from the S4me 
service connection of 1 or 2 Above •••••••••• 

4 •••••••••••••• For eAch single unit of occupAncy, 
without inside p1umbin9, served throu9h 
a 3/' inch service conneetion ••••••••••••••• 

Number of Services - Flat Rate (by Above t;yes) 

198' 1985 - -Type 1 842 840 
Type 2 29 29 
Type 4 5 5 
Type 1 ond 3 41 '1 
Type 1 ond 2 Type 3 3 3 
Type 1 And 4 Type 3 3 3 

923 0 • 921 
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CALIPATR:A-~:LA~~ OISTRIC: 
Taxes BAsed on Income 

Year 1984 

I.N Ado~ted Rates 
NO. It.e:n CCFT FIT - - -(A) (B) 

(ThousAnds 

1 Operating Revenues 327_1 327.1 
2 o + M Expenses 237.5 237.$ 
3 TAxes Other Than On Income 15.6 15.6 
4 CCF'l' .0 -3.9 
5 Subtotal 253.1 249.2 

6 Oe~ctions From Taxable Income 

7 Tax Depreciation. 49.1 45 .. 8 
8 Interest & Misc. Deductions 62.2 62 .. 2 
9 Book Tax Depreciation .0 5.4 

10 La)::)or Burden 3.2 3 .. 2 
11 Ad Val Tax & Int .. Excl. .0 -1.3 
12 Preferred Stock Div. Credit .0 - .. 1 
13 SUbtotal Deductions l14.5 115.2 

14 Net Taxable Income for CCF'l' -40.5 
15 CCF'I' -30.9 " 
16 Total CC?r -3.9 

17 Net Taxable Inco~ For FIT -37.3 
18 Federal Income TAX -17.2 
19 Surtax Exemption -.2 
20· Fed. Income Tax Before Adj. -17.4. 
21 Investment TAX Credit .0 
22 Total FIT -17 .. 4 

Franchise 1.06' 
TJncollec'tibles 0.41' 
ccn 9 .. 6' 
FIT 46' 
Net-to-Gross 2 .. 07898 

Authorized Rates 
ccn FIT - -<C) (0) 

in Oollus) 

524.4 524.4 
240.4 240.4 
15.6 15 .. 6 

.0 . 14.8 
256.0 270.8 

49.1 45.8 
62.2 62 .. 2 

.0 5.4 
3.2 3.2 

.0 -1.3 

.0 -.1 
114 .. 5 ll5.2 

153 .. 9 
14 .. 8 
:'4.8 

138 .. 4 
63.7 
-.2 

63 .. 5 
.0 

63 .. 5 
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IoN 
NO. 

1 
:2 
3 
4 
5 

6 

7 
8 
9 

lO 
11 
l2 
13 

14 
lS 
16 

17 
18 
19 
20 
2l 
22 

SOOTHE&~ CALIFO~~IA WATER COMPANY 
CALl?ATRIA-N:~~D DISTRICT 

TAXES BASED ON INCOME 
'{e~r 1985 

AOOP'I'Et> AA'l'ES AUTHORIZEO ~TES 
Item CCFT Eo'IT CCF'l' FIT - - - -(A) (B) (C) CD) 

(Thousan~s of Doll~rs) 

Operatin9 Revenues 330.6 330.6 549.4 549.4 
o • M Expe-n~s 248.9 248.9 252.1 252.1 
Taxes Other Than Income 16.7 16.7 16.7 16.7 
CCF'l' .0 -5.3 .0 -5.3 

Subtotal 265.6 260.3 268.8 284 .. 2 

Deauctions From Taxable Income 

Tax Oepreciation 50.l 43.4 50.1 43.4 
Interest &. Misc. Deal.lct~.ons 66.5 66.S 66.5 66 .. S 
Book Tax Depreciation .0 7.5 .0 7.5 
~r Burden 3.5 3.5 3.5 3.5 
Ad Val Tax &. Int. Excl. .0 -1.3 .0 -1.3 
Preferred Stock Oiv. Credit .0 -.1 .0 -.1 

Subtotal Deductions 120.1 119.5 120.1 119.5 

Net 'tax"l:>le Income for CCF'l' -55.1 160.5 
ccn -5.3 15.4 
Total Ccr. -5.3 15.4 

Net 'taxable Income for FI't -4'9.2 ' l45.7 
Federal Income 'tax -22.6 67.0 
Surtax Exemption -.2 -.2 
Fea. Income Tax Before A~j. -22.'8 66.8 
Investment TAX credit .. 0 .0 
'total FIT -22.8 66 .. 8 

(END OF' ~IX C-2) 
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APPErwIX 0-2 

SOtJ'l'HERN CALIFORNIA WA'l'ER COMPAl':Y 

Comparisons of typical bills for residential metered customers of 
various uS4ge level and 4verage level at preset and authorized rates for 
the year 1984. 

: Monthly Osage 
: 

(Cu:bic Feet) 

300 
SOO 

l,OOO 
2,000 
3,000 
5,000 

10,000 

General Metered Service 
(S/8 x 3/'~inch ~ters) 

A:t Present At Authorized 
R4tes Rates 

$ 11.63 $ 13.33 
l2.67 14.97 
15 .. 28 19 .. 06 
20.50 27.25 
25.72 35.44 
36.l6 51.82 
62.26 92.77 

(ENO OF APPENDIX 0-2) 

Percent 
Increase 

l4.62' 
18.l0 
24.73 
32.92 
37.78 
43.30 
49 .. 00 
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APPErmIX A-3 

~ei 

SOUTHERN CALIFORNIA WATER COY.P~~ 

OJAI OISTRIC'l' 

Schedule NO. OJ-! 

APPLICABILITY 

Applicable to all metered water service except pUblic parks. 

TERRITORY 

RATES 

Ojai ane vicinity, VenturA Co~nty. 

QIJantity RAtes: 

First 300 CIJ. ft., per 100 ~. ft ••••••• 
Over 300 CIJ. ft., per 100 C~. ft •••••••• 

Service Cho!lr<;e: 

For 5/8 x 3/4 .. inch meter': .................. . 
3/4"inch meter ................. .. 

l-inch meter ................... . 
l;-inch meter ................ . 
2-ineh meter •••••••••••••••• 
3-;'neh meter 
4-inch me'ter 
6-inch meter 
S-inch meter 

•...........•... 
•...•....•...... 
.•........ - ..... 
................ 

. ' 

$ .699 
.983 

3.75 
5.40 
7.40 
9.70 

13.00 
26.00 
34.00 
54.00 
82.00 

The Serviee Charge is a reaainess-to-serve 
charge applicable to All meterea service 
Ane to which is to De added ~e quantity 
eh4rge com~ted at the Qu~ntity RAtes. 

Special Condition 

(I) 

<:.0 

1. O~e to the overcollection in the balance account, 4 red~ction 
of SO.069 per Cef of WAter ~S4ge is to be applied to the Quantity Rates 
to Amortize the overcollection until ~une 30, 1985 • 
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API.ICABIl.,TIY 

APPENDIX A-3 

Page 2 

SOUTHERN CkLIFORNU WATER COMPi\. .... "Y 

OJ'AI DISTRICT 

Schedule No. OJ-3M 

SPECIAL IRRIGATION ~tTERED SERVICE 

Applicable to ten specifie pdrcels of l~nd identified on SpeCiAl 
Irrigdtion Metered Service Tdriff Ared mdp. 

TERRITORY 

Oj~i ~nd vicinity, VenturA County • 

Q\ldntity Rates: 

C~sitds Municipal Wdter District ~gricultural 
non.-prime rdtes dS A.."!\ended from time to time 

For 2 ... inch meter 
For ~-inch meter 

..•...•••...•.••..•.... 
-..... _ .••..••...•..... 

Per Meter 
Per Month 
$ 30.00 

32.00 

The Service Chdrge is " S<?,uthern CAliforniA 
Water CompAny chArge for tr~nsporting CAsitAS 
irrig~tion Wdter to said ten specific parcels 
of ldnd, which chArge is to be added to the 
chdrges comp\lted dt the Casit~s MWO rAtes • 

( I) 
(X) 
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Applicabi1 i'tl 

1I.PPEN!>IX A - 3 

:Page ~ 

SOOTHER~ CAL!FOR~!A WATER CO~~~~ 

OJAI DISTRICT 

Schedule ~. OJ'-7t'.I. 

rw'.ETERED PUBLIC PARK SERVICE 

Applicable to all metered water service furnished to P,Ublic PArks. 

Territory 

Rates 

O;ai ~nd vicinity, Ventura County. 

Quantity Rates: 

For all water delivered, per 100 cu. ft. 

Service Charge: 

For 5/8 x 3/4-ineh meter 
3/4-ineh meter 

l-inch meter 
l,-inch meter 
2-illen meter 

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

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

.•.•.......•••. 

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

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

... 

Per Meter 
Per Month 

..764 

3.25 
4 .. 30 
5 .. 90 
7 .. 85 

lO .. SO 

The Service Charge is a readines=-to-serve 
charge applieable to all metered serviee 
and to which is to be added the quantity 
charge eompute~ at the QUanti'ty Rate. 

(:c.NDOF ~IX A-3) 

(X) 

( ) 
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APPENDIX B-3 

SOUTHER..~ CALIFOR..'-:IA WATER COMPA...W 

OJAX OISTRICT 

Each of the following increases in .. rates may l:>e put into effect on the 
indicated date ~y filing a rate schedule which a~~$ the appropriate increase 
to ~he r4~e which would o~herwise De in effect on that date .. 

SCHEDULE OJ-l Genera! Metered Service 

For 5/S x 3/4-inch meter ..................... 
3/4-inch me~er ...................................... 

l-inch meter ......................................... 
l,-inch meter ..................... 
2-inch meter ....... _ ............. 
3-inch meter ....•............•••• 
4-inch meter •......••••....•. ~ ... 
6-inch meter .........•••••.•.••.• 
a-inCh meter .•.•.•......••..•.... 

Quantity R4tes: 

For the first 300 cu. f~., per lOO cu. ft ••• 
For the over 300 cu. ft., per 100 cu. ft. 

Sched\.:le OJ-3M Private Fire Protection Service 

Rates: 

For each 2-inch :ne~er 
For each 4-inch meter 

. . •................ : ..... 
.............•..•...... 

Schedule OJ-7~~ Private Fire Hydrant Service 

Quantity Rates: 

Effective Oates 
1985 1986 

$ .15 
.20 
..30 
.30 
..50 

1.00 
1..00 
2 .. 00 
3.00 

.Ol9 

.027 

1 .. 00 
1.00 

$ .05 
..10 
.. 10 
.. 30 

0.00 
0 .. 00 
1 .. 00 
1 .. 00 
2 .. 00 

.. 016 

..023 

1 .. 00 
1.00 

For all water delivered, per cc! ............. 0.022. 0.022 

For s/a x 3/4-inch meter 
3/4-inch meter 

l-inch meter 
l;-inch meter 
2-inch meter 

••......••••.......• 
.•....•....•••••.... 
.•••.....••••....... 
... ~ ............... . 
......••••....•..... 

(END OF APPE\1DDC B-3) 

O .. lO 
0.15 
0.15 
0.25 
0.30 

.10 
0.15 
0.1$ 
0.25 
0.30 
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1. 

2 • 

SOUTHE~~ CALIFO~~IA WATER 
OJAI OISTRlC'I' 

ADOP'rED 20A.~ITlES 

O~~set Items 
1984 -

Pu~cha$ed Power: 
TotAl PrOd~ction - KOCF 796.3 
Acre-Fee": 1828.1 

Electric: 
(a) So~thern California toison 

Total cost $ 130,800 
KWH 1,738,253 
E'!'!. Sch. Oate 2/2/83 
S/KWH (composite rate) .07523 

Pu~ehasea Water: KCCF 124.2 
Ac~e"Feet 285.1 
S/CCF (composite rate) 0.413 
Total Cost S 51,295 

WW 

Test Years 
~ 

801.2 
1839.3 

$ 131,300 
1,748,383 

2/2/83 
.07513 

125.0 
287.0 
0.413 

$ 51,.625 
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APPENt)IX C - j 

Paqe 2 

• ADOPTEe 20~~TITIES 

Number of service - me'ter size 1984 198$ 
General -a. 
5/8 x 3/4 1,805 1,818 

3/4 178 179 
1 346 348 

1, 61 6:1. 
2 87 87 
3 2 2 
4 1 1 
6 1 1 

2,481 2,497 

1>. Public Parks - Contrac't 
5/8 x 3/<: 6 6 

3/4 1 1 
1 :2 2 

1; 1 1 
:2 4 4 - -14 :1.<: 

c. !rri~a'tio.:! 
2 3 3 
4 1· 1· - -4 4 

• -Ke'tered Water Sale$ 
a. General 

Ran~e Ccf 1984 1985 - -Osas:e Ccf 
0-3 95,400 96,.000 
Over 3 598,600 602,400 

1>. Public Parks 
RAnge Cc:! 1984 1985 -

All Quantities 9,900 
t1sa~e Cc:f 

9,900 
c .. Irri~a'tion 

Rllnge Ccf 1984 .. " :!ill. -
." Osas:e Cc! 

All Quan'ti1:ies 12,800 12,800 

7 .. Number of Service No. of Services Osa~e-l<Ccf AVs: .. t1sa~e-Cef/y?:. 
1984 1985 1984 1985 1984 ~ - - -. 

COmm. - Metered 2,461 2.477 672.2 676.6 273.2 273.2 
Public Authority 20 20 21.8 21;.8 1,090.0 1,090.0 
IrriqAt.:i.on 4 4 12.8 12.8 3,200.0 3,200.0 
ContrAet 14 14 9.9 9.9 707.1 707.1 

Subtoul 2,499 2,515 7lo.7 721.1 
PriVAte Fire Prot. 11 l! 

Toul 2,510 2,526 

• WAter Loss: 10.0\ 79.6 80.1 
Total Water Prod~ced 796.3 801.2 

* Involves 3 meters 
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I..~ 

NO. Item -

1 Operatin9 Revenues 
2 0 + M Expens~s 

SOUTHE~~ CALIFO~~IA WATER CO~~~ 
OJAr DISTRICT 

TAXES BASEl:> ON tNCOME 
Yeu 1984 

AOO?ttD RAttS 
CCF'r FIT 

(A) (B) 
(TholJsands 

3 T4xes Other Th4n Income 

642 .. 9 
43l .. S 

26.2 
.. 0 

458.0 

642.9 
431.8 

26.2 
4.1 

462.1 

4 CCM' 
5 Subtotal 

.7 6 Deductions From Tax4ble Income -
Tax Depreel~tion 6l.0 

. '. 

S 
9 

10 
11 
l2 
l3 

14 
l5 
l6 

"17 
l8 
19 
20 
2l 
22 

Interest ~ Misc. Oecuetions 
Book tax Depreciation 
La~r BurQen 
Ad V41 Tax & Int. Excl. 
Preferred S~ock Div. Credit 

Subtotal ~duetions 

Net T~xable Income for CCFT 
CCf'T 
Tot4l CaT 

Net Taxable Income For FIT 
Feder~l Income Tax 
Surtax Exemption 
Fed Income Tax Before AOj. 
Investment Tax Credit 
Total FIT 

Franchise 
tincolleetil'>les 
CCFT 

l.6% 
0.47% 
9.6' 

FIT 
eNet-to-Cross 

461t. 
2.092286 

41 .. 7 
76.3 76.3 

.0 ll .. 4 
4.5 4.5-

.0 -4 .. 2 

.0 -.1 
l41.S 129.6 

43.1 
4.1 
4.1-

51.2 
23.6 

- .. 3 
23.3 

.0 
23.3 

AOTHORIZEO RATES 
CCFT FIT 

(C) (r.» 
of Doll.ars) 

792 ... 4 
435 .. 0 

26.2 
.0 

46l .. 2 

61.0 
76.3 

.0 
4.5-
.0 
.. 0 

141.8 

lS9.4 
l8 .. 2 
18.2 

792 .. 4 
435.0 
26.2 
lS .. 2 

479.4 

41.7 
76.3 
11 .. 4 

4 .. 5 
-4.2 
-.1 

129.6 

183.4 
84.4 

- .. 3 
84.1 

.0 
84.1 
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LN 
NO. 

1 
2 
3 
4 
5 

6 

7 
8 
9 

10 
11 
12 
l3 

14 
,15 
16 

17 
18 
19 
20 
2l 
22 

• 

SOOTHERN CALIFO~VIA WATER COMPA.~ 
OJAI DISTRICT 

ITEM 

O~rotin9 Revenues 
o + M Expenses 
Taxes Other Than Income 
CCF'l' 

Sul:>t.otol 

TAXES B~ED ON INCOME 
Year 1985 

ADOPTEr> RATES 
CCFl' FIT - -(A) (3) 

(ThoUSAnds 

647.6 6'7.6 
446.0 446.0 
26.4 26.4 

.0 2.6 
472.4 '75.0 

Dedcutions From Taxal>le Income 

T~x Depreciat.ion 60.8 39.4 
Interest & ~~sc. 8l .. l 81.1 
Book TAX Depreciation .0 13.5 
Lol:>or Burden 6 .. 1 6.1 
AO Volorem TAX & Int. Excl. .0 -4.2 
Preferred Stock Div. Credit .0 -.1 

SUbtOt4l Deductions 148.0 135 .. 8 

Net T",x.e.ble Income for CCFT 27.2 
CCF'l' 2.6 ' 
Tot",l CCFT 2 .. 6 .-
Net. TAxable Income for FIT 36.8 
Federal Income 'l'",x 16.9 
Surt.Ax Exempt.ion -.3 
Fed Income TAX Before Adj. 16.6 
Investment Tax Credit .0 
Tot.al FIT . '6.6 

~'J!) OF ~:oc C-3) 

/ 

AO'I'HORIZEI) RATES 
CCF'I' -(C) 

in ~ll4%'s) 

82l.4· 
449.0 
26.4 

.. 0 
476 .. 1 

60.8 
81.1 

.0' 
6 .. 1 

.0 

.0 
148.0 

197.3 
18.9 
18 .. 9 

FIT -(D) 

821.4 
449.7 

26 .. 4 
18.9 

495.0 

39.4 
81 .. 1 
13.$ 
6.1 

-4.2 
-.1 

190 .. 6 
87 .. 7 
-.3 

87 .. 4 
.. 0 

87.4 
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APPENDIX ~-3 

SOUTHERN CALIFOR~:A WATER COMPANY 

OJAI OISTRIC'l' 

Comparisons of typical ~il1s for residential metered customers of 
various ~sage level and average level At present and authorize4 rates for 
the 'lear 1984. 

: Monthly Osaqe . . 
(Cul:>;i.c Fee't) 

300 
500 

1,000 
2,000 
2,280 
3,000 
5,000 

10,000 

General M~tered Service 
5/8 x 3/4-ineh meters 

.M: Present At Authorized 
R4~es Rates 

S 3.94 S 5.64 
5.57 7.55 
9.64 12.33 

17.78 21.89 
20.03 24.54 
25.92 31..45 
42 .. 20 50.57 
82.90 98.37 

-. 

(ENJ:) OF APPENOIX 1> -3) 

Percen't : 
Increase . . 

43.18\, 
35.66 
27.97 
23.15 
22.51 
21 .. 36 
19 .. 85 
18.67 
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VI - INFORMAL PUBLIC M::ET!NGS 

The bearing in this matte~ was preeeeed by informal 
public meetings in ea.ch of the four districts. l'b.e meetings were 
conducted by ap?licaut and Commission staff to provide customers 
an opportunity ~o express their views and eo give applicant &u 
opportunity to explain its request and respond to cus~ocer' 
questions in an info-rmal setting. Notice of the meetings wa.s 
sent to customers by mail. /'/ 

:For the :say Distr1ct~ ehe ~eting was held on 
November 7, 1983 at 7 :30 p.m. in ~~ Pittsburg. Twenty customers 
attended. They expressed oppositlOn to any increase so long 4S 

/ 
water quality is not tmprOVZd d described unpleasant smells 
and dirty water. 

For the Clearlak District~ the meeting was held on 
November 9, 1983 at 7:3~.m. in Clearlake Park. Sixty-six 
customers attended. Macy customers expressed opposition to the 
magni:ude of the ?ro~ed increase and most had complaints about I . 
the w~ter quality, especially the foul smell in September and 
October. '!here wele also complaints about slow or incomplete 
maintenance. The;fCalifornia Depa.rt=ent of Health Services (DRS) 
presented the ~ission ~th a list of recommended ~~rovements 
including turb1dity alarms for the ewo filtration plants, a main 

/ 
replacement program, and a study of the objectionable smells and 

I 

tastes. All fbese programs are now under way. 
F~ the Ojai District, the meeting was held at 7:30 p.m. 

I 
on November' 15, 1983 in Ojai. Five customers attended. Two 
complained,' of the large number of main breaks and leaks and 
recommended more maintenance and an accelerated replacement 
program. One complained of occas·ional dirt in his water_ 

For the Calipatria-Niland District, the meeting was 
beld at 7:30 p.m. on November 17, 1983 in Niland. About 220 
customers attended. Most objected to the very large increase 
proposed (over 821. in 1984 for the average resic!ential eustomer) • 
Govertxmeut officials claimed that the customers could not afford 

-9-
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the proposed rates, pointing out that about 40: of the local 
population is unemployed and about 70"!. receive soc:e kind of 
govermnent assistance.. Many also c~lai'lled about wa.ter quality, 
particularly the high sodium content which is partiCularly 
unhealthful for the elderly who comprise a large" segment of the 

,/ 

population.. The result of a laboratory aual7sis of loeal wa~er 
/' 

showing a sodi'Um content of 124 millisr,a:ms per liter was 

presented by ODe eustomer. ~ 
VII - PUBLIC HEARINGS 

/ 
Because of the 't1Umbei' of service complaints, further 

/ 

public hearings were held before the ALl in three of the four 

districts.. / 
Cali?at~-Niland, 

Fifty-two people attended the daytime public bearing in 
Calipatria. Of tbosl, 29 indicated that they purchased water 

/ 
for dritllcing. '!'bose that made statements variously complained 

I that the w&te~ tastes bad, leaves a residue Otl dishes when they 
. I 

are rinsed, corrodes pipes, has a strong chlor1.ue smell, anci 

is too high l.njsodium. 
Mos;: people mentioned tl:.e very high level of 

unemploymentland high percentage of retired people on fixed 
/ 

incomes in fhe area. They claimed that these people would be 
unable to~houlder the burden of the increase requested by 
applicant( 

I 

/ !here is no question that the water in Calipatria-
Nilandfs ~ot the most aesthetically pleasing water. 
This district is situa.t:~d tiea%' ehe southern end of the Imperial 
Valley. !he water is purchased f:om the Imperial Irrigation 
Diserict which gets it from the Colo-rado River.. By the time 
the river gets into that part of the State, the wa.ter has been 

-10-
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. . 

used~ added to, and reused countless ti:nes.. In fac1:~ bec4ttse 
of the ~ture of its water source SCWC had to install filtration 

./ 

facilities in both Calipatria and Niland 1n order to meet 
Federal Clean Water Act requirements Which/in California, are 

/ 
enforce<! by the DRS. SCWC also chlorinates the water to assure 

/ 
that the bacterial level remains in conformance with DRS's 

/ 
requirements. According to the r~lar water tests submitted 
in evidence by SCWC,. it does mee~ts.te and Federa.l water 
quality standards. UnfortunatEJ'Y for those elderly persOlls 
anci others who must minimize their salt intake, 'the State sets 
no limit for sodium in wate~supplies. 

Ft1%'tber, as applicant's president pointed out to the 
/ 

people of Calipatria-Nilana, SC'';C already has a per customer 
I 

iDvest:ent of over $l,OOO--one of the highest cost systems 
SCWC bas. Tha't is wno/'rates a.re as high as they are uow and 
any additioual trea:tme'Ct facilities would simply raise those 
rates even further.;I . 

Farthemore, it is doubtful that a:r:J.y treatment could 
I 

be pursued that would appreciably imr>rove the sodium problem .. 
I 

When the AJ.;J coutacted the regional office of DB'S, wh1c:h has 
I 

jurisdiction aver water purveyors in Imperial County, she was 
/ 

infoxmed by engineer Kirk Campbell that in recent tests of 
Calipatria-Niiand water sodium levels had shown levels of 126 

,I 
. to 142 milligrams per cubic meter and that medical professionals 

I 
often reeommeDd heart patients avoid water with more than 10 or 

/ . 

20 milligrams per cubic 'meter. Campbell went on to point out 
/ 

that the reason no statldard for sod ium exists in the Safe 
Dr1nld.n.g Water Act is that to date the Emriro'Cmeueal Protection 
Agency (EPA) knows of 1lO effective affordable way of removing 
it • 

-11-
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Given this 1:tforma:tion and ou:- further knowledge that 

the two fil~ra:ion facilities have had the added benefi~ of 
greatly i:proving water pressure in both com:unities, we believe 
any further water treatment would crea:e an unacceptable burden 
for the ratepayers of these communities. 
Clearlake 

Attendance at the public hearing in Clearlake was 
numerically s1:milar to that 1n Calipa:=ia. Also, like Ca.lipatria., 
the Clearlake community is comprised of a Je:f! large component 
of retired people on small fixed 1llCome:yand families with low 
incomes. As a result, the majority of hose who spoke described 
their iuability to cope with inc:-eas ugly large utility bills. 
There were service complaints too. 

'!he water in this dist :Let is dr8.Wtl from the la.ke , 
then.treated and dist~ibuted.~h of the system is qai~ old 
and s~ of the pipes a.re 14, very close to the surface of the 
ground. Further 7 in the STJ::tlme'!" the lake is often exte!lSively 
invaded by algae blooms. ~se blooms create tas'te and oclO'r 

{)roblems tb..a.t are ameliorleed by SC'WC with chlorination. 'I'his 
/ 

sometimes leaves a stron~ chlorine taste. lofAUY residents 
mentioned this and sta.ted that they boughe bottled wate= for 
drinking in s~r. ncitl4ld Saddoris, sewe's northern division 

I 
manager, ex plaiDed in fis testi:nony during the evideutiary 
hearing that SCWC is)p4rtieipating with several other utilities 
chat draw water from the lake and with the DRS on a. water treat
me~ study designed ~o deal ~ore effec~ively with ~his taste and 
oeor proble~ • 

-12-



• A.84-09-39 et al. AU/emkljt 

A:lother service complaint was that wate:' reaches as 
much as 1000 F. in su:wmer because water pipes are so close to 
ground surface. According to the testimony of Donald 'XWomley, 
SC'WC's manager of operations, the shallow mains1':hat allow water 
to heat up in summer 4:,e among those scheduled/for replacement 

/ 
iu the three-year capieal improvement prog~ planned for 

/'-. 
Clearlake. !hese replacements will also~lleviate general 
pressure problems, which seve=al compla1.ned about, he says. 

Two people described an ~OQplete restoration of 
San Joaquin Road after the main wa replaced the:re. Sa.ddoris 
explained that the proble= was t~ result of a dispute betweeu 
applicant ~d a contractor. said the company was presently 

/ 
in the process of hiring another contractor to finish the work. 

• 
Twomley also tesiified that Exhibit 10 shows that this 

district meets or exceedsfall physical and mineral content 
stand~rds set out by rJBSj He also explained tb..at the reason 

• 

one person was occasi~lly receiving no water was t~ his 
house is 115 feet hig14r than ebe, meter and tr.e pressure, t)tm1p 

the customer has is~ocated near the house rather than at the 
meter where it would be mo::e effective. 'IwOtllley stated he 
would explain thu! to the c'UStomer 4Xld suggest it be moved. 
One person compliined of excessive sand which required him to 

I 
clean his fauc:rs very often. However, Exhibit 10 indicates 
that the sand )Levels are apparently within the DRS's requirements. 

We fre sa.tisfied with the responses of SC'WC to each 
of these service problems and do not· think the complaints warrant 
further action in Clearlake • 
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Bay District 
The public hearing for Bay District was held in the 

City Council Meeting Room in Pittsburg.. :say District prm.arily 
serves the community of ~est Pittsburg, which is. adjacent to 
Pittsburg. Only five or six people attended tne hearitlg.. FOt.."%' 

of them spoke. One spoke of others who hacV'6omplained to him 
/ 

of discoloration:p a fishy smell. Qe smell of chlorine and sand 
and mud. / 

A member of the County ~d of Super-risors stated 

that water quality is always an iSsue at town meetings he holds 
in the community. He suggesteiehat even though the water meets 
e!le "technical legal requirements of safe drinking water" the 

consumers are dissatisfied ~th it and~ therefore, any rate 
increase should be tied tclwater qt:ality 1::?rovee.ents.. The 

I supervisor turned over ,everal letters and records of telephoned 
complaints about Bay Dustrict received by his office. . 

I 
. One custom7 asked about the company's deposit policy, 

which she had apparently ~isunderstood.. No other service 
complaints were male. It is clea-: frO'Cl the correspondence file 
for this district that the same kinds of taste and odor p'I"obl~ 
exist here as ex t in the Clearlake District. There are also 
many complaints of saltiness in the summert~. 

Bay D trict takes its water from the Contra. Costa Canal 
which is subject to fluctuations in the Sa.cramento-San Joaqui~ 
delta which ~mptie$ into the ocean via the San Francisco Bay. 

I 
Its locatio? accounts for seasonal fluctuation in salt content 
as well aslmfneral and biological content • 
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• 

• 

• ' 

As to the conespondence from the county supexvisor" 
SC~C checked each item and concluded that all but one related to 
problems which had been brought to the attention of SC'JC and the 
Commission by the supervisor in 1982 and had been successfully 
resolved. The final item, having to do with rude~reatment of 
a customer in August 1983, was investigated ~he Qistrict 
superintendent who personally visited the customer and repo:ts 

/ 
that the problem has been sa:isfaetorily solved. 

Again, a.s with the prior t" .... 0 <:istrict5, Bay District 
does not have the highest qaa1it7 wa er, ou~ i~ does'~eet 
all standards for purity establis a by the State, and we will 

/ 
not recr:ire more. we are sati5fi1ed that all service compla.ints 

, / 
involviDg Bay District have been reasonably resolved. 
Oja1 District ;I 

The director of ~lic works for the City of Ojai, 
/ 

Kerm.eth Gilbert, appeared «t the hearing in Los Angeles on 
I . 

Ja.rmary 20 to make a statement. w"hile he supported sta.ff'1; 
'recommendation, he compli1ned of much wasted water 4t!d street 

I. damage due to unrepaireQ leaks.' Be requested that 8. more 
/ 

.ambitious main replacement program be unc:ertakeu in Ojai, 

suggesting $100,000 ~r year amortized over five years. He 
I 

claimed the city council would go alOt:g with a rate increase 
/ 

3~ higher than recomoended by staff if the ~y were used in 
/ 

this way. He a.lso requested a better ?revetl2:ive mainteIlanee 
program, suggestiDg that it would require additional personnel. 

While we see no basis for the $100,000 figure used 
I 

by Gilbert, we agree that a main %'epla.eeme'C.t program should be 
established and followed in the Ojai District. Without r~~ther 
facts to support it, we a.re not willing to agree th.at the district 
needs further personnel to meet its mainte:ance needs • 
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VIII - NEED FOR RATE RELn:F 

In each of the four applications applicant esti=ates 
,/' 

a rate of return based on present rates and finds i~o be 

depressed.. Applicant contends tllat this is '~inly caused by 
incre,ases in 'Che costs of purchased water a.nd?~er., labor., 
postage, payroll taxes., income taxes, liab~ty insurance, 
deoreeiatiou., increased rate base~ and i~eased cost of ca~ital . , / 

since these costs were last consideredlby the Commission in 
settillg rates .. " / 

IX - RAT'="/oF RE'I'tJRN 

Applicant asks for alii: return au equity in each 
application. Staff reeommenls a. range' of between 14 .. 51. and 151. 
as a reasonable :-ate of r~rn.. Applicant argues that staff's 
rec02:l%l:tendation fails to reco~ize the difference in the risks 

/ 
and benefits of a th1l7Y capitalized company such as SCWC as 
compa.red to other· comtarable companies.. Thin. capitalization 
refers to capitalization having a relatively higher percentage 

I 
of debt to equity t'han the typical water utility.. Applicant 

I 
cla~ that :hin capitalization results in the following: 

I 
1 .. A~ower cost of total capital at a 

higher risk to investors; 
/ 

2 .. /Investors expecting to earn a higher 
return on a relatively higher risk 
iuvest:llen~; 

3/- A savings in capita.l costs over what 

~ 
a typica.l utility would experience; 
and 

4. Less likelihood of achieving authorizec 
ra.te of retu:'U • 
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As 4. consequence of these factor.J, applicant states that a thinly 
capitalized company can (and must) allocate a portion of the 

savings in capital eos~s to i~s equity investors and still will 
"~ 

not show any higher eustOAller costs than customers would,--Other-
./' 

wise pay with respect to the ra.te base on a less h1ghl.y eap:!:talized 

utility. ~ 
By example, applicant claims (see Exhibits 24 and 31) 

that 1£ we granted it a. rate of retarn ~f Ai.3~, customers 
would not pay any higher amount for use;6f capital than the 
customers of california ~ater Se=vie~and San Jose Water Company 

/ 

pay as a result of tbe 14 .51. r~~~df return granted to each of 
them,respectively, in D .. 83-12-03yand D.84-0l-042. 'I'b.is is so, 
a.pp-licant claw, because these two utilities have much higher 
equity ratios than does SCWC / 

Staff witness ::kiS reveuue :equirements issue, 
Christophe'!" Blunt, 4g%'ee7i~~ his testimony that investors do 

/ 
expect" a slightly higher return free a highly leveraged (greater 
perceDtage of eebt t~~quity, i.e .. thinly capitalized) company, 
but added that for alregulated industry expectations are not for 
very much ::1o:e. Rei claimed that the amounts Sc;JC was seeking 

/ overstated such an expectation and he stated that his recommend
/ 

ation reflects the sl~tly higher return expectation. 
I 

Furthermore, staff points oY.lt that SC..lC has failed to 
consider poss~ble higher ~teres: charges resulting free perceived 
greater financial risk associated with thinner equity .. 

/' 
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We are ?ersuacled by staff's analysis of this issue. 
We are not persuaded by SC~C's claims about the effeets of thin 
capitalization, and we believe SONC'S clai~s are overstatee. 
Furthermore, we see no good reason for rewarding mAnage=ene's 
decision to be thinly capitalized. We are also aware ot" t."le 
fact that a 14.50% return on equity was granted fo~s{veral 
similar m~jor water utilities in California rece~ly and their 
service levels were much better than that of ~se four districts. 
Although we consider the service levels for these districts are 
satisfactory, we find the service levels 0 be somewhat below 
average. Furthermore, granting a high r return on equity for 
thin equity will encourage SC~C to ~~ain that way and it would 
not be in the best interest of its/ratepayers or its shareholders 
because such thin equity caPita~ill place itself at unnecessarily 
risky financial position. the~fore, we conclude that the ~ow end 
of staff's recommended ranse~~~.SO%--iS the ~ost reasonable rate 
of return on equity and we ~i1l adopt that fis~re • 
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// 
/,;' 

Rates of return for t~e test years are adopted as 
follows: 

Test Period 1984, 198 

Comt>O'tlent 
Ca.pit:aliza~ 

Ratio Cost 
t.teighted 

Cost 

1984 / 
Long-term Debt ~9.001. 9.65 4.731. 
:Sank I.o4US 1.00 ll.00 0.11 
Prefe~ed Stock l3.00 8.23 1 ... 07 
Common Stock Equity 37.00 14 .. 50 5 .. 37 

Tota.l 100.0&4 11.28~ 

1985 
Long-term Debt 49.0Oi. 10.06 4 .. 931. 
:Sank I..oa.ns 1.00 11.00 0.11 • Preferred Stock 13.00 8.65 l.12 
Common Stock Equity 37.00 14 .. 50 5.37 

Total I lOO.O~ 11 .. 53% 

1986 
I.ong-tem Debt 49 .. 001- 10.31 5.051-
B&nkLo~ 1.00 11.00 0.11 
Preferred Stock 13.00 8.80 l.14 
Common Stock Equity 37.00 14.50 5.37 

/ 
100.0~ Total 11 .. 67~ 

• 
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x - RESUI.:rS OF OPERATIONS 

'Io evaluate the ueed for a rate iDcrease. witnesses 
for applicant and staff ~e analyzed and est~ted for test 
years 1984 and 1985 applicant's operating revenues;, ~?erating 
expenses, a.nd rate base for eacil district. For ene :!lOst part, 

/' 

applicant stipulated to the reasonableness o~'taff' s est:i:n.ates 
which were based in part on later iuf¢~~on than that available 

when applicant finalized its basic stucttes. '!be areas of 
disagreement and the sUIllIllaries of ea~ngs which' we adopt a.re 

set forth below. / 
A. Customer Growth in Bay; 

and Clearlake Distriots . 
Applicant and staff usea different ~ans of projecting 

growth for eommerc!al met6ed custOtDers in Bay and Clea.rlake 
districts. Consequent~their revenue projections differ • 
Staff's witness testified that he esttmated these customers . I . 
for 1984 and 1985 based on average recorded services for the , 
five-year period ~f 1978 to 1982. The average increase for 
Clearlake Districl: was 70 customers per year; the ave,:,age for 

Bay District waf 111 customers per year. 
Appt'icaut '$ methodology is u.nclear but was somehow 

I 

projected f~Om recorded data for November and December 1983. 
I 

Applicant c'omplains that the 1983 recorded data belie the 

aceuraeyo'f staff's method. We agree that mo;e rece~t data 
should ~e reflected. Therefore, ~si~S the ta~le which 
&~?l1eant extrapolated from the testimony and attached to its 

;/~ .' 
post-hearing brief and projectiDg a similar linear growth for 
average number of customers for the unreported month of December, 
we derive an average uumber of customers for 1983 of 3,116 for 

-20-



• 

• 

• 

A.84-09-39 et al. ' AU/emk 

Bay District and 2,076 for Clearlake Diserict. By adding the 
average growth calculated by staff eo these more recent figures 
we derive what appears eo be a more aecttrate projection. of growth 

which we will adopt. The figures are shown in the following 
tabulation: 

Projected Coumercial }o4'..eeere~d~ // 
Custome-r Growth 

1984 1985 
District Seaff eompany Adooeed Sea£f ~any Adopted 

Bay 3,300 
Clearlake 2,195 

3,194 
2,l08 

B. Filter Surface Washers 
in 'Bay Dist-rict 

3,227 
2,146 

3,263 
2,141 

3,338 
2,216 

Another area of disagreement is whether the cost of 
filter surface' washers shoulcYbe include<! in rate base for Bay 

Oistr1et in 1984 and 198$~~Se washers are devices which 
alleviate the problem of jmud ball" 4Ccamula'tion durillg the 

bs.ekwa.shing of the filter sand. 

According tols.'Pplicant's division manager, Don Sa.cldoris, 
I 

baclcwashing is 4 reversal of water flow back through the filter 
sand to break up c~y deposits and unsettlea.ble material which 

I 
accumulate on the sur:aee of the sand ultimately causing a 
head loss i:1 ell! filt:er. Genera.lly, howeve7:, backwashing alot1e 

/ 
is insufficient to break up all the particles •. '!he oues that 
are not bro~ up form into mud balls which get larger ana larger 

I 
until, if Jb.eY are not removed, they eventually break through. 
the filt~r letting sand into the system • 
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One way of removing these mud balls is manually. 
!his requires & worker to cli=b into a cylinder of 6 or S fee~ 
in diameter through 4 l4-inch manhole and lift ou~ the mud balls 
wi~h a sieve and hand them u? to someone outside 'Che'····cylinder., 

Another alternative is the filter surface washerS: These. devices 
a.re nozzles located 'CWo to four inches abov.~he sand which eome 
ou for two to three minutes just prior ~be b.aek'oJash. '!'hey 

/ 
shoot jets of water on top of the clay causing it to break up 
pr!.or to the backwa.sh~ makitlg the ~kwash more efficient:., 

/ 
Saddoris stated that surface washers eliminate the mud ball 

problem by 70 or 807.. ae alS~statec he has not 
/. 

hea.rd of a new filter being/ installed without surface washers 

in recent ,:ars., / 
Staff is of the opinion that tbe surface wa.shers are 

I 
'Umlecessary in the Ba.y District. l'h1s is base<l on a eouve%'s.a.tion 
which 4 .staff witnels had durillg a f1elc i:1'Vest1gat1On of the 
:say District plane! during which be was infor.:oed that ~b.e mud 

ball problem warcaused by operator error and had virtually 
disappeared since a certain employee left the company and proper 

/ 
opera~1ng procedures were instituted. 

~n questioned about this at the hea.ring Saddoris 
.' 

stated that several years ago there was an employee at the Bay 
District/plant who did not backwash often enough and therefore .. 
a. ma.j~/ mud ball problem occurred with mud balls ffmaybe the 

f ". size 0 baseballs; bu~ be went on to ex~lain :hat .. 
even when operated correctly~ there is a mud ball problem with 

these filters that surface 41ashers ean hel? allevia.te • 
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Staff contends that if we do permit: rate base to 
include an expenditure for surla.ce washers, labor expense 
should be adjusted to reflect the labor savings realized by 
applicant. 

We will allow the item iu rate base, but ~e declitle 
" 

to adjust labor ex-peuse since the only evidenee on tee/issue is 
.,/ 

Saddoris' testimony that some fileers tbat do no.t"bave surface 
/' 

washers have to be checked at least a.nnua.llVand cleani:lg out 
/.: 

the mud balls can take many ho't..'"'rS of t:f.me..-whic'h the employee 
could be devoting to othe'T: tasks _ / 

C. Timi:lg of Maj or Plant Add~O'CS 
in Clea~lake and Ojai Di&t~iets 
Applicant wishes to ~lude all its ~lanned main 

/ replacement costs for test years afte~ tbeir projected completion 
/ 

in Clearlake and OJ ai as pLant in se'T:Vice. Staff contends that 
some of these projects r:u;{ not be completed on time and that 

L 
there is a possibility;that this money will simply be a windfall 
to applicant. TherefOre, seaff recommends that certain items be 

. I 
excluded from rate ~ase at this time and that we deviate from 
our normal practi~ and authorize an advice letter offset 

I 
proceeding whereby SCWC is pe%mitted to file an advice letter 

I. 
requesting an offsetting increase upon timely completion of 
each prOject! 

A/staff witness testified that he believed the p~oeec!ure 
/ 

to be nec~sary because a $15,000 retaining wall was included in 
Clearla.ke" s last general rate ease rate autho:-ization, but it was 

I 
not timely built. He stated that the ratepaye:-s should noe have 
to bear the risk of paying far p:oj ects that may not be completed 
48 scheduled • 
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We would O'rlly want to il:plemet!t such action where there 
was strong evide~ce that the cocpany's projections ~ere unreliable, 
since the costs and workload increase to staff and the company 
would otherwise be unreasouable.. In this case l' while the record 
never explained what happened to tbe retaining wall in Clearlake, 
we see no evidence that failure to accomplisl:l/Projeeted :::ain 

,..-

replacements on time is a serious ?rObl~ for this company i:l 
,/ 

eitber Clearlake or Oja.i or that SC"..1crnas ever experienee<! a 
windfall from such cireumstances~~ 

As eo Clearlake, appl~cant's witness Twomley described 
/ 

what he called a ''backbone "~ee-year main replacement p-rogra::: 
going from one etld of the ryseem to the other.. '!he progra:n 
commenced in 1983. In 1~83 sewe's esti=ated capital budget in 

Clearlake was $165,600( Sowever, SC"~ actually spent aro'C'tld 
/ 

$243,~OO that year even though of this one of the projected 
/ 

jobs was only about 607. completed in January 1984 because of 
bidding problem~ '!Wo main replacement jobs are pl.umecl for 
1984 in ap~n:ox~te amounts of $98,300 .a.~d $94,000. 'l'b.e first 

/ 
wa.s to be wO%k-ordered in March 1984. The 1985 projects 4-re 

for .$18,090 arJ. $82,200. 1."'1 adeitiorl to tb~...e, sw': ?ro;¢SeS ar. advice 

le-:ter .offse,'; for t.~ cost 0: la.1cl ($36,SOO) '..mich SC;C pla."'.s to ~"Y itl 
I' f • 

1985 in order to relocate part of a treatment plaut:. and the 
/ 

cost of/high turbidity alar.ns iu both treat:.ment plants and an 
automatic shutdown device for one plant est~ted to total 
$16,000 aDd scheduled for work order in JUtle 1984,. lwomley 
testified tha~ in his opiniou1' all these projects would be 

done on time. As to the 1984 projects he expects the main 
replacement to take about three months. He further stated 
that the alarm and shutoff projects were moved up to 1984 after 
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the problem was raised by a representative of DRS at the public 
meetiDg in late 1983, noting that s~c has a written commitment 
to DBS to finish these p~ojects in 1984. 

'With respect to Ojai, staff recommends an advice,lett.er offset 

for ?49,600 i."'l+ proj'ected :cain replacements for 1984. Applicant's .,litness, 

Joseph. Young, testified that the project is already under way, 
that SC".JC has promised the City of Ojai that it will continue 
to complete the job, and that the work is neeess4-ry to bring ,,/"/ 
down water loss in Ojai. Twomley testified that the 1984 phase 

/' 

of the project was scheduled to be work-ordered in Mareh/!984 
and would hopefully be completed by mid-year. He ~~hat 
originally ellis project was scheduled to be don~ three phases 

in 1983, 1984, a::.d 1985, but when compa.n~. anrt4ff visited 
the site, the leaks and unexpectedly rap~eterioration of 
the pipe, plus input from. Ojai t s director of public: works:r Ken 
G1lbe:t, c:oavinced SCWC to revise 1t~dget to complete the 
work in 1984. Twomley stated he ~te a letter to Gilbert making 
a firm comm.itmeut to do the w~as ea.rly in 1984 as possible .. 

Fur1:her, Twomley poit:ted out ,;that SCWC had already completed 
(in Janua~ 1984) a main r~lace=ent project budgeted for March 

/ 

1984 iu the amount of $7000. 
'We are cOtt'V'itlced by this testlmony that tben is no 

/ 
reason to believe tb.a:t: applicant will fail t:o eomplete these 

/. 
projects on ti:ne and that staff's propos a. 1 would unnecessarily 

/ 
Durdeu both the company and the staff itself. 

aut,~ oree~ to ensure.that the ratepayers receive the 

l?en,efi ts of ?~prOVed ser'l1ice from these main, replaee:::ents and other 
improvements, we • ... ill ha~J'e the step :ate increase for 1985 for the 
C,learlake District be sUl;)ject to the cocple'ti<?n ,of the two :nain 

replacement projects ($98,300 and $94,000) and turbidity alar~ and 

a~tomatic shutdown system ($16,000) in 1984, and the step rate 
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increase for 1986 be subject to t.~e ea\'l?letion of t.~ to"'" ::-ai."'l :eplece":'lent 
projects (S18,000 and S82,200) .~~ ~~ a~sition :or relOcation of part of 

fi1tera~ion ?la."lt No~ 1 ($36,000) i."'l 1985. Si:tila:ly, t.~ step rate ;.li::eaze for 

1985 for t."1e Ojai Oist.:'!ct will be subject to .t."le canpletion of t.~e o...~~ ?cad 

rnai."'l replacement project ($49,600) ir. 1984. 

Therefore, we will ado~t such a rate adjustment 
provision and we will per.:it each of these 'lant additions to 
rematn in rate base. 

D. 'W'ater toss - Clearlake 
District 

Another area of disagreement raised a.t the hea:-ing was 
/ 

applicant's estfmate of unaccounted-for water. Such water is 
/ 

charged to the ratepayers and/1ncludes water used in filtering 
operations and water lost d~ to leaks and the like. Ap~lica~t's 
witness esti=ated Clea~la~'s ~counted-fo= water at 161. p 

f
l . 

admitting that his igu~e for filtering operations vas 
"somewhat arbitrary" ~ince there is no accurate way of measuring 
this usage at presen~ 

Staff r s ~ttless Kaze:nzadeh tx>i~ted out that Clea~lake' s 
unaccounted-for water esttQates have gone f=oa 30.81. in 1979 to 
10'! in 1980, to fa. 31. in 1981. He further noted that no major 
main replacement was done between 1979 and 1980 tb.a.t would 
account for t~ large reduction. Based on this he claimed tbat 

.' 
unaccoun:ed7for water 1: Clearlake was p~obably not due to large 
losses through deteriorat:ed mains 7 but rather through some other 

I 
problem sUch a.s malfunctioning meters 7 bad bookkeep~or some 
such management problem. Considering this he concluded that 
Clearlake did have the ca.pacity for achieving a 101. =s.x1mu:: 

rate for 't:l%lae~ for wa.ter p and this 101. figure is a maxi:mlm 
acceptable figure for a system such as Clearlake • 
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We agree with ~ta£f's assessment of this issue. In 
fact:, we note that one public witness i:l Clea.rlake claimed that 
h:Ls meter remaitJed b't'okell Uld unrepaired for eight months and 

that of a. friend went unrepaired fo-r six :nonths. Therefore, we 
will adopt the lO~ figure for ~counted-for water. 

E. Labor Exoense / 
",/ 

The record in this matter reflects a/great deal of 
./ . 

staff misunderstanding of the way SC~C accounts for labor expense • 
./ 

This was a1: least partially due to :aisi.tl:or.:zatiO'tl given to staff 

by SCW'C persoxmel. Two issues regading yayroll ~1n U".O.resolved. 
/ 

1. Vacation Acc'rUsl Fac'to1:' 
!'he first issue is' the noper vacation 
accrual factor trJ be used. This is a 
percentage of ,eX?e~ed income which is 
set aside in)1 liability account. It 
accrues to enis account from pay earnad 
wh.11e wO%'~ and then is used up :0 
pay the ~loyee when he or she takes 
a vaeat~On or holiday. 

I . 
Applicant does not dete~ine this accrual 
factor on an individual basis, but 
rather on a eo::panywide basis (see, 
ge¥erally, Exhibit 19). Applicant uses 
a ;vacat ion aceruc.l factor of 121.. 
S'taff recommends :ba.t the f.a.etor only 

/

be 10.2n. Staff' 8 wi1:ness ~ Wayne 
Koerting, testified that he determined 
this pereeutage by dividing the actual 

/ v.a.c:ation taken during 1982 by the total 
/ payroll for 198'2. This calculation does 

/ not account for vacation that is accrued 
during the yea.r but not taken. Koe.'rting 
justified this by not1ng that only five 
cays vacation may be carried CNer one 
year to the next. Anything. beyond that: 
is lost if not taken and the company 
never pays for it. Koerting also 
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claimed that while seaf£ would normally 
look at seve:-al years' reco-:ds in order 
to calculate such a fac tor. he ~as 
unable to do so in this case because 
of t1=e cons=raints. But, he added 
that be believed that since the company /' 
has about 400 employees, the tn.=ber /~ 
of vacation days eaken in one year~s 
"rea.sonably representative of that taken 
by the same trc:clber of emt'lozes "ver a 
number of yea=s" 
Staff witness S'tmg Han adde that, 
while scwe's accrual factor may have 
been derived by appropriiee accounting 
procedures (as its ~ituess, Christy w. 
Plemons, testified),,Io: ratemaking 
it is necessa.%7 to reduce worki::;g cash 
allowance by 1:he am'ouut of the future 
liability remaiu~ in the vacation 
.accrual account/ Since this has not 
been done he ~oucluees that staff's 
figure is ap~%Opriate • 
'fJ'e fi:nd st~' s explanati~n persuasive 
and we wilt .ado~t its vac.aeio:1 accrual 
factor ofllO.237.. 

2. ~e Eslalation Faeto'1:s . 
second unresolvea payroll issue has 

to ~o with escalation factors. A?plicant 
used a 61. wage escalation factor without 
any, adjustment for gr~h for both 1984 
and 1985. S:aff relied on wage escala
~!on rates determined by Our Revenue 

AeqUire:nents Division. For 1984, the 
rate is 4.37. and for 1985. it is 5.21.. 
An additional 0.21. is added each year 

/ to compensate for growth in t.'e calipatria-
I Niland and Ojai Dis-::i~...::. Si.'nila:ly, 0.9% and l.O% 

/ -for 1964 a."'Xl 1965 are added to t.'1e Bay District pay-
rell a:-.d O. i% a.'"ld O.S% £0:: 1984 a:'lC1 1985 are adCed to 
·the·Clearla<e· O:i.stric-= ~yroll. 

Neit."'ler staff nor applicant acquiesced to the ot."ler's 
calculatioe and nei -;''")er addressee t.'e issue l.."l a.tgu'Dent • 
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Applicant's report merely notes that 
"expense levels are projected on the 
basis of recent operating experience ff 

(see, e.g. Exhibit 5. ChRpter 5, 
paragraph 2). Staff points our that 
SCt-1C's average wages p~r employee 
have "outp:J.ccd both the .:lVCrDge.,-
CPI and the California w~gc ipdex 
for the past five years." ".<-5ee, 
c.g. Exhibit 16. Chapter , para
graph 3.13.) Based on L1is informa
tion, we will adopt s aff's escalation 
factors which total .5% in 1984 and 
5.4% in 1985. 

In several recent d cisions we have expressed qual~ about 
staff's reliance on cost o~iving indexes. In D.8Z-12-0Z7, California 
Water Service's last rat~proceeding we stated: 

"Cost of living indlixes are not acceptable surrogates for 
anticipated wagej1evels. in our opinion. We will, of 
course. accept Fost of living evidence in the future, 
but we invite ;:he parties to produce expanded shO'Wings 
on labor cost:.s in future applications." (!1imeo,.p. 21) 

Earl~ in a decision involving San Gabriel Valley Water 
Company, we de~ineated the reasons for our discocfore: 

"In this /.fate ' setting process, the COT!lt'lission' s obligation to 
ratepay~rs to maintain reasonable utility rates and high 
quali~y service is fundamental. This oblig~~ion. however. 
canno~ be met or sustained if a utility is placed at a 
competitive disadvantage in skilled labor markets by 
alloWances for forecasted ~oge adjustments that limit 
w33CS and sal~ry increases to cost-of-livinz escalators 
while denying employees the opportunity to participate 
in productivity advances in the utility or in ehe 
economy_ Our basic policy in this respect is to give 
maximum latitude to utility management to establish or 

,negotiate wage and salary adjustments which are consistent 
with efficient management of operations, including 
access to skilled labor ~rkets and the maintenance of 
a qualified utility workforce. 

"We will adopt staff's labor escalation rate as a t:lore 
reasonable reflection of required labor costs for 
ratesettine purposes. Adoption of the Staff's estimate, 
howevcr~ is by no means meant to be a ceiling that 
precludes or li~its SGVWC from addreSSing its skill 
requirements in the context of actually establishing 

'l---' 
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or negotiating wage adjust~en:s. The adopted results 
of operation do not operate as an absolute limit on 
wage adjustment. Actual wages may be higher or// 
lower than our adopted escalation factors implY. 
For example. even if a revenue requirement 's set 
USing an inflation index for wages. real ~ge gains 
could accrue out of unexpected reductio s in other 
cost categories or productivity gains y the company 
as a whole. Management retains the esponsibility 
for setting actual wages." (D.S3-" -002. Mitleo, 
pp. 13-14). 

We a=e disappointed that ~ese concerns have not been 
addressed by the parties in this (oce·eding. and hope that future 
records will contain explicit a ·lysis ~d diseussion of these issues. 

F. Summaries of Earnin 
Based on the fore ing. the tables whicn follow set 

forth the adopted operatin results for each district for test 
years 1984 and 1935 at r es authorized oy this decision. 1/ 
Table 1 shows results fJr the Bay Diserict. Table 2 for Clearlake 
District, Table 3 for alipatria-Siland District, and Table 4 
for Ojai District. 

1.1 For Calu?a:ria-~iland District, the large adopted increase for 
1934 triggers our policy of pbasing in annual base rate 
increases in excess of 50%. By holding the firs~ test year 
to 5~o. we will grant ~pplicant a revenue increase of $163,600 
in 1984. '.the difference in revenue between 50% an.d woat 
would othen1ise be 3.uthorized, plus in~erest at the adopted 
11.46% rate of return for 1934. will be added to the authorized 
increase for Calipatria-Nil~d for 1985 . 
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In addition to the rates authorized for 1984 and 1985~ 
a third set of rates will be authorized for each of the districts 
to allow for attr1~1on after test year 1985. !his is in keeping 
with our intention that the districts of Class A water utilities 
will not file general rate applications more often than once in 
three years. // 

The attrition to be allowed after 1925 has an 
operational eocponent and a financial eomp~nt. Its financial 
component is the same for all d1striet~d is the adopted 
estimate of financial attrition in rate of return of 0.14% 
between 1985 and 1986 (i.e. the d~rence beeween the rates 

/ of return of 11.67% and 11.53%, for years 1986 and 1985~ 
respectively). Its operationa~component_ which 1$ different 
for each district, is the decline in the 1984 rate of return of 
11.28X -to a lower level fo~198S at the rates authorized for 
1984. ;I 

The following!tabulation shO'.t.'s, by district, the 
operational attritio~ate, eocbined financial-operational 
attrition rate~ and;the revenue increase necessary to offset 
the attrition in rate of return after test year 1985: 

/ 
Cocl>!ned 

Financial- Offset Revenue 
/ Operational Operational Increase 

:~4:::2 At;;~~:on Ati~iion (St:;:I;;;ease) 
Calipatrfa.-Nilaud 0 .. 40 0.5' 1";,800 

Ojai ,( 0.36 0.50 l7,000 

-34-

,/ 



• 

• 

• 

A.84-09-39 et ala ALJ/jt 

G. ~~ortization 0: Balancinc Accoun~ 
Staff reco~~ends that, at tbe time when the decision 

is to ce issued, if the accumulated over- or undercollection of 
oalar.cing account exceeds 2% of the adopted revenue for these 
districts then tbe balance be amortized over one-yea: period 
except for the Clearlake District. For the Clearlake District, 
staff recom.~ends that the under collection on the !;)alanc'in'S 
acco~nt be amortized over a three-year period to ~ce the 
impact of such amortization. SC~C concurs wi~taff. 
Based on the undercolleetion balance of $4SpSS7 for the Bay 
District and $59,217 for the Clearlake Di~rict as of 
December 31, 1983, an additional Charg~f SO.064 ?er 100 cuoic 
feet of water ~sage will be a?p1ied ~til ~une 30, 1985 for t~e 
Bay District and an additional cha~e'of SO.120 ~r 100 cubic 
feet of water Qsage will Oe a?~ un~il June 30, 1987 for ~~e 
C1ear~ake District. Similarl~ based on the overcollection 
balance of $48,645 as of Oec~er 31, 1983, a credit of SO.068 
per 100 cubic feet of wate~usase will be applied until June 30, 

/ 
1985 for the Ojai District. 

/ 
/ 
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XI - PUMP EFFICIENCY 

Ap?11c:ant has established a plan to test pumps not 
less than every two years &.'Cd has & program to correct PUXIlps 
that are deteriorating or fall into the "low" rs.ting~ 
established by efficiency tests con~ucted by Pac1£!C Gas and 
Electric CCtT1pa:':y, Sout.~eCl california Edison Ccrnj?a.ny-, ~se«:, 

By district, staff made the foll~ reports 
(Exhibits 14, 15, 16, and li) ou pump ef~ie~ies: 

Bay Dist-rict - Of nine boost¥pumps, 
se~en are rated excellent and two fair. 
Eight of the nine were teSted in 1983. 

/ Clearlake District - Tbere a~ l4 
bOOster pumps. three/are rated low, 
three fair, two g~ and six excellent. 
All the pumps werej'tested in 1983. Two 
of the pumps that/tested low have been 
designated for overhaul; the third PU=? 
that tested low' is very small, only 
IlJ h.orsepower/. Smaller pumps often 
have poorer;efficieneies. 
Calinatria-Niland District - There are 
seven oooflter pumps. one is rated low, 
two good!, three excelleut, and one ?"=p 
on standby status is gas-powered and 
therefOre not ratable under these 
stand4ras. !he pump rated low is 
schedu1e4 for redes~. Two of the 
pumps were tested in 1983 and four in 
1~82. 
Qjai District - There are 12 booster pumps 

A
na ~our well pumps. Of the booster 

pump::, four are rated fair, two good, 
, five excellent, a.nd one is uew and has 

not been tested. 
Of the well pumps, two a.re rated fair 
and two good. Eleven of the pumps 
were tested in 1983. 

~e find scwc I s' plan to be suffiCient to ass-are its pumps to be 
operating adequately • 
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XII - CUSTOME:R SERVICE 

In its reports (Exhibits 
that the following complaints were 

14 through 17), staff states 
illVestig~ed and resolved by 

applicane 1n 1983: 

District 

Bay 
Clearlake 
Calipatria-Niland 
Ojai 

..
// 

Number of Como1aints in 1983/// 
/ 

Qgal1ty Pressure Billing Miscellaneous 

48 
62 
4 

21 

72 7 

129 
3 

164 

8 
27 

3-"3 

240 
./ 

As to a.ll four distri<:ts. staff ooser.red that most of 
/ 

Total 

172 
228 
59 

546 

these complaints were resolved quickly and in a sa.tisfactory 
manner.. Therefore. staff c/neluded that se",ice was satisfacto:y .. 
Based on this assessment ~d the discussion of the informal meeting 

. / 

held in each district and the public hearing held in three of the 
/ 

districts, we agree that service is satisfactory. 

/ 
/ 

I 

/ 
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XIII - RATE DESIGN 

Applicant proposes no changes in its rate sche~le . /" 
design except in the Clearlake District. There i~oposes to 
change its min~ rate structure for metered serVice to a 

/ struceure which includes a service charge pl~ quantity rates. 
/ However, applicant proposes to make t:he f1.r:n: 300 cubic feet 

free of charge.. / 
Staff agrees with the cba~ to a se'r'V'ice cha:rge 

/ 

structure, but not the free water. /Instead, staff rec01mZ1ends 
that the first 300 cubic feet ~ne-half the quantity rate 
for quantities over 300 cubic zeet. Applicant has stipulated 
to staff's recommended designland we agree that it better reflects 

I 
our conservation concerns in rate-setting. 

Additionally, wi agree with sta~f's recommend.a.tion that, 
due to Clearlake's larg~nucher of vacation-time customers and 
mobile home customers/Zoo have a small annual consumption pe~ 
service connection, /601. of the revenues should be collected 
through the service' charge.. l'bis seems like the most reasona.ble 

I 
way of assuring ~t part-t~ users shoulder their fair share 
of the utility'~'fixed costs .. 

We atso agree with staff's recommendation to change 
/ 

applicant's proposed rate design for the Ojai District somewha~ 
I 

so that, ?~rsuant to our policy, the accumulatec1 increase in 
lifeline rate remains 2Si. less ecau that of the average rate. 
Applica~t has also stipulated to this change • 
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XIV - FINDINGS A..'m CONCUJSIONS 

Findings of Fact 
1. Rates of return of 11.28%, 11.53%, and 11.6~%' for 

/ 
applicant's rate base for 1984, 1985, and 1986, %'e.s'peetively,. 

/ 
in the Bay, Clearlake, Calipatria-Niland, and 0%8.1 districts 
a.re reasonable. 'l'b.e related retc:n on commo equity is .a 
constant 14.50%. 

2. Applica:c.t' s pump efficiency i satisfactory in each 
district. 

3. Applicant's water qual1.t: in each district ~ets all 
standards established by the federal Environmental Protection 

/ 
Agency and by the california. ~a%'alellt of Health Services. 

I 
4. Bay, C41ipatria-Nilta1lc. and Clearlake dis1:ricts a.ll 

have water taste and odor p{oblems due to· their sources of 

supply_ Applicant is tal¢ng all reasonable steps to ameliorate 
tbes~ problems. / 

·5. Calipatria-N"f1,..a.nd C11:1d Bay districts somet1lDes have . 
/ 

very high levels of~odium chloride.. Since there is 1:10 economic-
ally feasible tec?ology to eliminate sodium chloride from water, 
applicant ShOU1d/~ot be required to take any action re5areing this 
problem. / 

6. Applicant r s service is adequate in each district 
I 

given the c~umstauces described in this decisiO'll. 
7. 'the adopted est1ma.tes of operating revenues, operating 

expenses, fnd rate base for the test yea.rs 1984 and 1985, 4S 

set fort? in '!'ables 1, 2, 3, and 4 of this decision, together 
with the described additional revenue requirement for 1986 due 
to attrition~ reasonably indicate the results of operation for 
applicant's :say, Clearl.a.k.e~ Ca.lipatria-Niland~ and Ojai districts .. 
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8. 'l"he adopted ra.te design for each district: is consistent 
w~th the Commission's water conservation policies and is reasonaole. 

9. The adopted figures for projec~ed customer gr~in 
the Bay and Clearlake distriets a:e reasonable. ~ 

10. It is appropris.ee to allOW' the cost of filA::er surface 
washers in rate base in the Bay Diseriet. / 

ll. It is appropriate to allow costs of major plant 
additions planned for the Clearlake a~d Oja~istricts to be 

/ 
included as plant in service afte= their ~jeeted completion 

,,-
dates without reqair1ng 4~plicant to file an advice letter ,,-
requestitlg an offset upon eom?letion of each project. But i: iz 

reasonable to bave the ste? ra~e in ~ases for 1985 and 1986 for 
the C1earla~e District and for 198 for the Ojai Oist:ic~ Qe SUQ

ject to t~e completion of ~~jor 1ant additions. 

12. Clearlake District has the eapa.ei~y to keep its 
/ 

unaccounted-for wa1:er at a 10'%. maxi:1n,:Q. Therefore, the adopted 
lOZ figure is reasonable. I 

13. Staff's recommended vacation aeert:al f:u:tor of 10.234 
I 

is reasonable for all diStricts .. 
/ 14. Staff's recommended wage escalation factors of 4.51 

for 1984 and 5 .. 41. £0:11985 are reas~-ab1e. 
15. '!'he rates of return specified in Finding of Fact l~ 

above, require the following increases: 
1984 

Dis~riet: Amount: Percent: 

Bay S 64,500 11 .. 4% 
Clearlake 139,500 36.6 
Calipatria-Niland 197,400 60.3 
Ojai 149,600 2Z.Z 

1985 
AQOl...-nt: PeT'Ce::t: 

Sll,400 l.8% 
40,700 7.6 
19,200 3.6 
23,200 2.9 
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/ 
4. To mitigate the effect of the large ).-984 

increase in the Calipatria-Niland~s:riet, 
the revenue increase will be held' to . 
Sl63,600 'i."i 19~ "Wit.."l f1J!'t.'-Jer i~eases o~ ,sii,600 
in 1985 and a :eC\.:ctien·of 'S3 ;500 i:{ 1986. 
Interest on' the deferred' ~rtion of 1984-
required revenue increase~t the adopted 
rate of reearn will ensure that applicant 
is adequately compensa~d for the deferral. 
!he other increases e reasonable. 

Conclusions of Law 

1. The adopted rates are ~ust, reasonable, and 
nondiscriminatory for the fu e. 

/ 
2. The aoolication shOuld be granted to the extent: provided 

by the £Oll()';o1iIl~' order.. / 
3. Becat:se of the~diate need for additional revetlUe, 

the following order shocld be effective today. . • . I Q !. .!L~. !. 

.. ,-# 

• 

IT IS ORDERED that: 
l. Southerol California Water Company is autborized to 

file for its Bay~Clearlake, Calipatria-Niland, and Ojai districts, 

. ~ffect:iV: . t~ay (.:he ~ised rat::~ schedules s:t forth in Appendix A, E, 
C, a"'ld 0, 5e.les ... 0/ t..~lS ceclslon. The e_ .. ~..l.ve date 0.. t..'-)e :eVlSed se."'ledules 
shall be the /da.te of the filing. '!be revised schedules shall 
apply only to service rendered on and after their effective date. 

/ 
2. On or after Nove:nber 15, 1984 a.pplicant is authorized 

to file a.n: adviee letter, with appropriate work papers. requesting 
I 

the step'rate increase for 1985 i:cluded in Appendix-A" 3, C, a."ld .0 

~.sed.es~ or to file a lesser i.~:ease which. i.~lt:ces a u."'.ifor.n cents ::e: lOOe..:bie 
feet of water acjus=-ent for A?,gendix ;.., B, C, 'a."ld' 0 series for Bay, 

.... Cle,c¥lake, Calipatria-Niland, or Oja~ re~...ively, i.~ ":..~ eve.~t eat district's 
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rate of return on r~te base, adjusted to reflect the rates then in 
effect 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 Commission for applicant during the cor
responding period in the then most recent rate decision or,--- (b) ll.28t:.. ./ 
This filing shall comply with General Order Series 96,. ~/ ' 
The filing shall include ~ report of ~completion' fo~wo main re
placement projects (Project 53-123 - $98,300 and ProjeetA'3-124 - $94,000) 

and an alarm and a~tomatic shutdown system <$16~O) in the Clearlake 
Oistrict, and a letter of completion for the c6yama Road main re
placement project ($49,000) in the Ojai Dis~ict. The requeste~ 
step rates shall be reviewed by staff to e(termine their conformity 
with this order and shall 90 into effec~u?On staff's determination 
of conformity. Staff shall inform th~Commission if it finds that 
the proposed step rates are not in a6cord with this decision, and 

I 

the Commission may then moeify the/increase. The effective date of 
the revised schedules shall be ncr earlier than January 1, 1985, or 
30 days after the filing of th~step rates, whichever is later. The 

I 
revised schedules shall appl~/only to service renacred on and after 

/ their effective date. ' / 

3. On or after ~ovember 15, 1985, applicant is authorized to 
file an advice letter, with appropriate work papers, requesting the 
step rate increases for '1986 included in Appendix A, S, C, and D 
series, or to file a lesser increase which includes a uniform cents 
per 100 cubic feet of water adjustment from 'Appendix A, B, C, and D 
series for Bay, Clearlake, Calipatria-Niland, or Ojai,respectively. 
in the event that district's rate of return on rate base, adjusted 
to reflect the rates then in ~ffect and normal ratemaking adjus'tments 
for the 12 months ending September 3~, 19S5 r exceeds the lower of 
(a) the rate of return found reasonable by the Commission for 
applicant during the corresponding period in the then most recent 
rate decision or (b) 11.53%. This filin9 shall comply with General 
Order Series 96. The filings shall include a report of completion 
(or 'the two main r~plaeement prOjects, (Project 51 - $18,000 and :t:r~~ 53 ~ 
se2,~00) ,~::ne.,-~e~oca~;on ~ a~isition" ~r_ ~~?f ~:i:lteratiO%1, plant 
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./ 
($36,000) for t.."'e Clearlake Oist:ict. ~ requestee step rates s~ be 

reviewed by staff to determine their coufo~ity wi~his order 
and shall go into effect upon staff's dete%'min~tl of conformity. 
Staff shall inform the Commission if it f:!.:l~h.at the proposed 

/ 
step rates are not in accord with this deeision, and the Commis-
sion may then modify the inc:r~ase. ¥effective ~a.te of the 
revised schedules shall be DO earlier than January 1, 1986, or 
30 days after the filing of the s~p rates, Whichever is later. 
The revised schedules shall a~e~ O~ly to service rendered on 
and after their effective dati. 

/ 
4. The application is granted as set forth above. 

This order is e£fective today. 
Dated JU~ 8 1984 , at San Francisco, Cal1:ornia.. 

LEOX;2.!) x .. C~=:1ZS, JR. 
?:-0 :.1 . .:!.,:'l t 
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