Decision 8% 67 320 JUL 18 1984

BEFORE TEE PUBLIC UTILITIES COMMISSION OF TEE STATE OF CALIFORNTA

In the Matter of the Application
of the SQUTEERN CALIFORNIA WATER
COMPANY for an order authorizing
it to increase the rates for water
service in its Bay District.

Application 83~09-39
(Filed July 11, 1983)

In the Matter of the Application
of the SQUTHERN CALIFORNIA WATER
COMPANY for 2n order authorizing it
to increase water rates for water
sexvice in its Clearlake District.

Application 83-09-40
(Filed July 11, 1983)

In the Matter of the Application
of the SOUTHIRN CALIFORNIA WATER
COMPANY for an oxder authorizing it
to Increase water rates for water
service In its Calipatria-Niland
District.

Application 83-09-41
(Filed July 11, 1983)

L/V\JVVVVV M AN NN NS NN NN NS

Ig toe gat:er of chiprpl£c§;ion

of the SOUTHERN CALIFORNIA WATER
Application 83~-09-42

COMPANY for an order authorizing it

to increase the rates for water (Filed July 11, 1983)

service In irs 0jai Districet.

p e Ve

Joseph F. Young, for applicant.
Deloert widmann, for bimgelf,
wnterested party.

Mary McKenzie, Attormey 2t Law,
' anc sunc 3. Han, for the
Commission stazs.




I - SYNOPSIS 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 .11.28%, 11.53%, and 11.67%,
respectively. The related return on common equity Is a constant
14.50%. The revemue increases authorized by this decision are:

: 19284 : 1989 : 1684 :

: Amount :Perceant: Amount :Percent: Amount :Percent:
{(Doliars in Thousands)

Bay $ 64.5  1l.4%  $1l.4 1.8% $10.7 1.6%

Clearlake o 139.5 36.6 40.7 7.6 27.1 4.7

Calipatria-
Niland 163.6 50.0 71.6 14.4 (3.8) (0.6)

0jai 149.6  23.3 23.2 2.9 7.0 2.1

District

The large authorized increase for 1984 for the
Calipatria-N{land District makes necessary & deferral of portions
of the 1984 increases into 1985 to mitigéte the impact of such a
large increase on the affected customers. The increase for 1984
for the Calipatria-Niland District is limited to 50% and the
remaining increase ic applied in 198S.
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LI ~ INTIRODUCTION

By these applications, £iled simultarzecusly and
consolidated for hearing, applicant requests authority to increase
rates in Iits Bay, Clearlake, Calipatria-Niland, and Ojai districes.

Pudblic hearings, followed by evidentiary hearings, were
held before Administrative Law Judge (ALJ) Colgan im Calipatria
on Jamuary 6, in Clearlake Park om Januvary 17, and in Pittsburg
(Bay District) orn Jamuwary 18, 1984, Onme public witness statement
was recelved (regarding 0jai) and further evidentiary hearings
were held in the Commission's Courtroom in Los Angeles on
January 20 and 27 and February 24, 1984. Upon agreement of the
parties, post-hearing briefs were scheduled for submission on
March 19. This date was later extended o Maxch 27, 1984 at the

request of the parties. Thke case was submitted on the latter
date.

ITI - GENERAL INFORMATION

Parent Company |

SCWC owns and operates water systems in 18 districts
and an electric system at Big Bear Lake, Each digtrict is a
separate unit for operatiomnal, accounting, and ratemaking purposes.
The headquarters and gemeral office is located in Los Angeles.
Customers' bills for all districts are prepared in the Los Angeles
general office. Overall furctions such as accounting, engzineering,
dats processing, and purchasing are also centralized there.

As of December 31, 1982 SCWC, statewide, was serving
220,544 water customers and 236,748 total customers with 380
total employees and a total plant investment of $167,539,000.




A.83-09-39 et al. ALJ/emk /3t

Gross operating revenue for the 1l2-month period ending

December 31, 1982 was $46,296,800. SCWC's approximately two
million shares of common stock are owned by more than 5,000
Individual and institutiocal shareboldews. Its preferred stock
(195,700 shares in four series) Is held by {institutional investors.
Bay District )

The Bay District serves portioms of the City of Pittsburg,
West Pittsburg, and adjacent unincorporated territory in Contra
Costa County. The area 1is primarily residential with some small
industrial and commercial segments. Over 997 of the 3,115 metered
customers are in the "commercial" clasc which consists of
residential and small busginess customers.

All of Bay District's water supply is purchased
uptreated from Contra Costa County Water District and is pumped
through two filtration plants before delivery to the system. The
district has a storage capacity of 646,000 gallons in two steel
and one concrete tank. The historical cost of Bay District utilicy
plant is $2,479,000 and the depreciation reserve on December 31,
1982 was $678,300 for a ner depreciated cost of $1,800,700.
Clearlake

The Clearlake District serxves the City of Clearlake
and adjacent unincorporated areas of Lake County. The area is
primarily residential with a small compercial segment. As of
December 31, 1982 all but three of Clesrlake District's 2,072
metered customers were In the commercial classification whick
consists of residential and business customers.

All of the water supply for the district is obtained
from Clearlake £rom which it is pumped to two f£iltration plants
for treatment before delivery to the system. Total storage
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capacity of 701,000 gallons is distributed among two steel and
one redwood tazk. The historical cost of Clearlake District's
utility plant is $1,380,400 and the 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, ome in Calipatria and ome in Niland--two small
communities in Imperial County. A majority of the arez 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 Irrigationm District. It passes through the
filtration plant in eitber Niland or Calipatria before being
delivered through some 100,984 feet of distridution mains.

The district has eight settling basing with a combined
storage capacity of 15 =million gallons and two storage tanks
with a combined capacity of 200,000 gallons.

As of December 31, 1982 the historical cost of utility
plant was $1,542,100; the depreciation reserve was $234,300 for
a net depreciated cost of $1,307,800.

Ojal

The Ojal District serves the City of Ojai and adjacent
unincorporated areas in Ventura County. The district Is
primarily residential with some commercial areas. There are
2,477 metered customers, 98% of whom are in the "commercial
classification which consists of residential 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.

The district has 2,477 customers served through
212,750 feet of distribution lines and has six tanks and
resexvoirs with a total capacity of 1,536,000 gallons from the
wells.

As of December 31, 1982 the historical cost of utility
plact was $2,289,400, the depreclation reserve was $624,300 for
& 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 Schedule Service

Bay : BY~1 General Metered
Clearlake CL-1A General Metered

Calipatria-Niland CN-1 General Metered
CN=-2 Geueral Flat Rate

Ojai 0J-1 General Metered
0J=3M Special Irrigation
Metexred
0J=-7T™L Metered Public Park

Applicant wishes to amend most of these schedules.
In addition, service is rendered in each of these districts under
companywide Private Fire Protection Service (Schedule AA-5),
Construction and Temporary Service (Schedule AA-9), and Service
to Company Employees (Schedule AA-10).
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Proposed rates developed by applicant are set forth in
Appendix C of each district’s application. Each is calculated
to produce a rwate of return on common equity of 17%. A comparison
of the increase in the average customer's bill in each district
over rates presently in effect follows.

Requested Average Residential
Rate Increase

Test Jears
Ly84 1985 1980
Increase Increase Increase
District sAmcount : Percent tAmount ; Percent :Armount: Percent:

Bay:
1,500 cu.fr, per

month $ 1.99 16.57 $0.09 0.647. $0.10 - 0.71%
Clearlake: .

300 cu.ft. per

month 6.11 50.16 1l.14 6.23 0.67 3.45
Calipatria-Niland: |

Tometered service

per zmonth 17.60 82,24 1.50 3.85 1.00 2.47
Ojai:

2,000 cu.fz. per

month 5.33 29.98 C.8 4.20
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V - REQUESTED REVENUE INCREASES

The increases requested by applicant for the estimated
years 1984, 1985, aod 1986 for each district are showm in the
following tabulation:

: 1 Calipatris- :
Bay :  Clearlake : Niland : Q4ai :
Ilzem (drmount :Percent tAmount :Percent:Anount :PercentiAmount :Percent:

Increase Lin estimated
1984 over preseat 591,500 17.00% $184,100 51.05% $259,500 75.21% $187,500 29.61%

Iacrease in estimated
1985 over proposed
1984 6,000 0.96 39,400 7.23 23,600 4,02 30,900 3.76

Increase in estimaced

. 1986 over proposed
1985 4,600  0.70 22,100 3.75 19,400 3.17 35,900 4.20

Approximate number
of customers 3,115 2,072 1,027 2,477
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VI - INFORMAL PUBLIC MEETINGS

The hearing in this matter was preceded by informal
public meetings in each of the four districts. The meetings were
conducted by applicant and Commission staff to provide customers
an opportunity to express thelr views and to give applicant an
opportunity to explain its request and respond to customer
questions in an informal setting. Notice of the meetings was
sent to customers by mail,

For the Bay District, the meeting was held on
November 7, 1983 at 7:30 p.m. in West Pittsburg. Twenty customers
attended. They expressed oppositiorn to any increase so long as
water quality is not improved and described unpleasant smells
and dirty water.

For the Clearlake District, the meeting was held on
Novenber 9, 1983 at 7:30 p.m. in Clearlake Park. Sixty-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 in September and
October. There were also complaints about slow or incomplete
maintenance. The California Departwent of Health Sexrvices (DES)
presented the Commission with a list of recoumended. improvements
including turbidity alams for the two £iltration plants, a main
replacement program, and a study of the objectionable smells and
tastes. All these programs are now ucder way.

For the Ojai District, the meeting was held at 7:30 p.m.
on November 15, 1983 in QOjail. Five customers attended, Two
complained of the large number of main breaks and leaks and
recommended more maintenance and an accelerated replacement
progran. Omne complained of occasicmal dirt in his water.

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 objected to the very large increase
proposed (over 827 in 1984 for the average residentisl customer).
Goverroment 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 707 receive some kind of
government assistance. Many also complained about water quality,
particularly the high sodium content which is particularly
unhealthful for the elderly who comprise & large segment of the
population, The result of a laboratory analysis of local water
showing a sodium content of 124 nilligrams per liter was
presented by one customer.

VII ~ PUBLIC HEARINGS

Becauge of the mumber of service complaints, further

public hearings were held before the ALJ in three of the four
districts.

Calipatria-Niland

Fifty-two people attended the daytime public hearing in
Calipatria. Of those, 29 indicated that they purchased water
for drinking. Those that made statements variously complaived
that the water tastes bad, leaves a residue on dishes when they
are rinsed, corrodes pipes, has a strong chlorine smell, arnd
is too high in sodium,

Most people mentioned the very bhigh level of
unenployment and high percentage of retired people on f£ixed
incomes in the area. They claimed that these people would be

~ unable to shoulder the burden of tke increszse requested by

applicant, '

" Tkere is mo question that the water in Calipatria~
Niland {s not the most aesthetically pleasing water.
This district 1is situated near the southern end of the Imperial
Valley. The water is purchased from the Imperial Irrigation
District which gets it from the Colorado River. By the time
the river gets into that part of the State, the water has been




A.83-09-39 et al. ALI/emk/ra *

used, added to, and reused countlegs times. In fact, because

of the nature of its water source SCWC had to install £iltration
facilities in both Calipatria and Niland in order to meet
Federal Clean Water Act requirements which, in Callifornia, are
enforced by the DHS., SCWC also chlorinates the water to assure
that the bacterizl level remains in conformance with DHS's
requirements. According to the regular water tests submitted
in evidence by SCWC, it does meet State and Federal water
quality standards. Unfortunately for those eldexly persons

and others who must minimize their salt intake, the State sets
no limit for sodium in water supplies,

Further, a&s applicant's president pointed out to the
people of Calipatria-Niland, SCWC already has & per customer
investment of over $1,000-~one of the highest cost systems
SCWC bas., That is why rates are as high as they are now and
any additional treatment facilities would simply raise those
rates even further.

Furthermore, it is doubtful that any treatment could

be pursued that would appreciably improve the sodium problen.
No standard for sodium exists in the Safe Drinking Water Act

and to date the Environmental 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 f£iltration facilities have had the added benefit of
greatly improving water pressure in both communities, we believe
any further water treatment would create an uxracceptable burden
for the ratepayers of these commumities.

Clearlake

Attendance at the public hearing in Clearlake was
oumerically similar to that in Calipatria. Also, like Calipatria,
the Clearlake commmity 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 increasingly large utility bills.
There were service complalints too.

The water iv this district is drawn from the lake,
then treated and distributed. Muck of the system is quite old
and some of the pipes are laid very close to the surface of the
ground. Further, in the summer the lake 1is often extensively
invaded by algae blooms. These blooms create taste and odor
problems that are ameliorated by SCWC with chlorirnation. This
sometimes leaves a stronz chlorine taste. Many residents
mentioned this and stated that they bought bottled water for

. dricgking in summer. Donald Saddoris, SCWC's northern division
manager, explained in his testimony during the evidentiary
hearing that SCWC is participating with severxral other utilities
that draw water from the lake and with the DHS on a water treat~
ment study designed to deal more effectively with this taste and
odor problem.
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Another service complaint was that water reaches as
much as 100° F. in summer because water pipes are 30 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 plauned for
Clearlake, These replacements will also alleviate general
pressure problems, which several complained about, he says.

Two people described an incomplete restoration of
San Joaquin Road after the main was replaced there. Saddoris
explained that the problem was the result of a2 dispute between
applicant and a contractor. He said the company was presently
in the process of hiring another contractor to finish the work.

Twomley also testified that Exhibit 10 shows that this
district meets or exceeds all physical and mineral content
standards set out by DHS. EHe also explained that the reason
one person was occasionally receiving no water was that his
house is 115 feet higher than the meter and the pressure pump
the customer has is located near the house rather than at the
meter where it would be more effective. Twomley stated he
would explain this to the customer and suggest it be moved.

. One person complaivned of excessive sand which required him to
clean his faucets very often. However, Exhibit 10 indicates
that the sand levels are apparently within the DHS's requirements.

We are satisfied with the responses of SCWC 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 bhearing for Bay District was held In the
City Council Meeting Room in Pittsburg. Bay District primarily
serves the commumity of West Pittsburg, which is adjacent to
Pittsburz. Only five or six people attended the hearing. Four
of them spoke. Ore spoke of others who had complained to him

of discoloration, a 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 meetings he holds
in the community. He suggested that even though the water meets
the "technical legal requirements of szfe drinking water” the
consumers are dissatisfied with it and, therefore, any rate
increase 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 apparently misunderstood. No other service
complaints were made. It {3 clear from the correspondence £ile
for this district that the same kinds of taste and odor problems
exist bere as exist in the Clearlake District. There are also
- many complaints of saltiness Iin the summertime.

Bay-District takes its water from the Contra Costa Canal
which is subject to fluctuations in the Sacrameunto-San Joaquin
delta which empties into the ocean via the San Francisco Bay.
Its location accounts for seasonal fluctuation in salt content
as well as mineral and biological content.
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As to the correspondence from the county supervisor,
SCWC checked each item and concluded that all but ome related to
problems which had been brought to the attention of SCWC and the
Commission 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 Iinvestigated 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 does meét
all standards for purity established by the State, and we will
not require more. We are satisfied that all service complaints
involving Bay District have been reasonably resolved.
0fai District

The director of public works for the City of Ojai,
Kenneth Gilbert, appeared at the hearing in Los Angeles on
Jamiary 20 to make a statement. While he supported staff's
'recommendation, he complained of much wasted water and street
damage due to unrepaired leaks. He requested that a more
ambitious main replacement program be undertaken in Ojai,
suggesting $100,000 per year amortized over f£ive years. He
~¢laimed 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 additional personnel.

While we see no basis for the $100,000 figure used
by Gilbert, we agree that a main replacement prograx should be
established and followed in the Ojai District. Without further
facts to support it, we are not willing to agree that the district
needs further personnél to meet its maintenance needs.
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VIII - NEED FOR RATE RELIEF

In each of the four applications applicant estimates
& rate of return based on present rates and £inds it to be
depressed. Applicant cootends that this is "mainly caused by
increases in the costs of purchased water and power, labor,
postage, payroll taxes, income taxes, liability fnsurance,
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

Applicent asks for a 177 return on equity in each
application. Staff recommends 2 raoge of between 14.5% and 157
a8 a reasonable rate of return. Applicant argues that staff's
recommendation £ails to recognize the difference in the risks
and bemefits 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. Iavestors expecting to earn a higher
return on a relatively bigher risk
investment;

A savings in capital costs over what
:ngypical utility would experience;

Less likelihood of achieving authorized
rate of returm.
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As & consequence of these factors, applicant states that a thinly
capitalized company can (and mugt) 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
utilicy.

' By example, applicant claims (see Exhibits 24 and 31)
that if we granted it a rate of return of 16.307, customers
would not pay any higher amount for use of capital than the
customers of California Water Sexrvice and San Jose Water Company
pay as a result of the 14.57 rate of return granted to each of
them, respectively, ia D.83-12-037 and D.84-01-042., 7This is so,
applicant clains, because these two utilities have much higher
equity ratios than does SCWC.

Staff witness on this revenue requirements issue,
Christopber Blunt, agreed in his testimony that investors do
expect & slightly higher return from a highly leveraged (greater
percentage of debt to equity, L.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 an expectation and he stated that his recommend-
‘ation reflects the slightly higher return expectation.

Furthermore, staff points out that SCWC hag failed to

consider possible higher interest charges resulting from perceived
greater f£inancial risk associated with thimmer equity.
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We are persuaded by staff's analysis of this issue.
We are not persuaded by SCWC's claims about the effects of thin
capitalization, and we believe SCWC's claims are overstated.
Furthermore, we see no good reason for rewarding management's
decision to be thinly capitalized. We are also aware of the
fact that a 14.50% return on equity was granted for several
similar major water utilities in California recently and their
service levels were much better than that of these four districts.
Although we consider the service levels for these distriects are
satisfactory, we find the service levels to be somewhat below
average. Furthermore, granting a higher retuzn on equity for
thin equity will encourage SCWC 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--14.50%~-is the most reasonable rate
of return on equity and we will adopt that figure.
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Rates of return for the test years are adopted as
follows:

Test Period 1984, 1985, and 1986

Capitalization
Component Ratios Cost

1984

Long-texrm Debt 49.00% 9.65
Bank Loans 1.00 11.00
Preferred Stock 13.00 8.23
Common Stock Equity 37.00 14.50

Total

1985

Long-term Debt 49.007% 10.06
Bank lLoansg 1.00 11.00
Preferred Stock 13.00 8.65

Common Stock Equity 37.00 14.50
Total 100.007%

1986

Long-term Debt 49.007%
Bank Loans 1.00
Preferred Stock 13.00
Common Stock Equity 37.00

Total 100.007%
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X - RESULTS OF OYERATIONS

To evaluate the need for a rate increase, witnesses
for applicant and staff have analyzed and estimated for test
years 1984 and 1985 applicant's operating revenues, operating
expenses, and rate base for each district. For the most part,
applicant stipulated to the reasomableness of staff's estimates
which were based in part on later information thar that available
when applicant finslized its basic studies. The areas of
disagreement and the summaries of earnings which we adopt are
set forth below.

A. Customer Growth in Bay
and Clearlake Districts

Applicant and staff used different means of projecting
growth for commercial wmetered customers in Bay and Clearlake
districts. Consequently their revenue projections differ.
Staff's witness testified that bhe estimated these customers
for 1984 and 1985 based on average recoxded services for the
five-year period.of 1978 to 1982. The average increase for
Clearlake District was 70 customers per year; the average for
Bay District was 11l 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 belle the
accuracy of staff's method, We agree that more recent data
should be reflected. Therefore, using the table which
applicant extrapolated from the testimony and attached to its
post~hearing brief and projecting a similar linear growth for
average mmber of customers £or 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 District. By adding the
average growth calculated by staff to these more recent figures
we derive what appears to be a2 more accurate projection of growth

which we will adopt. 7The figures are shown in the following
tabulation:

Projected Commercial Metered
Customer Growth

1984 1985
District Statf  Company  Acopted Stafz  Company  Adopted

Bay 3,300  3,1% 3,227 3,411 3,263 3,338
Clearlake 2,195 2,108 2,146 2,265 2,141 2,216

B. Filter Surface Washers
in Bay District

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 devices which
alleviate the problem of "mud ball" accumulation during the
backwashing of the £{lter sand.

According to applicant's division manager, Don Saddoris,
backwashing 1s & reversal of water flow back through the filter
- sand to break up clay deposits and unsettleable material which
accumulate on the surface of the sand ultimately causing a
head loss in the filter. Gernerally, however, backwashing alone
is insufficient to break up all the particles. The ones that
are not broker up form into mud balls which get larger arnd larger

until, if they are not removed, they eventually break through
the filter letting sand into the system.
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One way of removing these mud balls is mamually.

This requires & worker to climb into a cylinder of 6 ox 8 feet
in diameter through a 1l4-inch machole and 1ift out the mud balls
with a sieve and hand them up to someone outside the cylinder.
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 omn top of the clay causing it to “reak up
prior to the backwasgh, making the backwash more efficient.
Saddoris stated that surface washers eliminate the mud ball
problem by 70 or 80%. He also stated he has not

beard of a new £ilter being installed without surface washers

in recent years.

Staff is of the opinion that the surface wasbers are
unnecessary in the Bay District., Thisg is based oz a conversation
which a staff witness bad during a field 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 certain employee left the company and proper
operating procedures were lustituted,

When questioned about this at the hearing Saddoris
- stated that geveral 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 '"maybe the
size of baseballs'; but he went on o expiain that
even when operated correctly, there is & mud ball problem with
thege filters that surface washers can help alleviate,
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Staff contends that if we do permit rate base to
include an expenditure for surface washers, labor expense
ghould 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 the only evidence on the issue Iis
Saddoris' testimony that some filters that do not have surface
washers have to be checked at least annually and cleaning out
the mud balls can take many hours of time which the employee
could be devoting to other tasks.

C. Timing of Major Plant Additiems
in Clearlake and Ofai Districts

Applicant wishes to include 2all its planped meain
replacement costs for test years after their projected completion
in Clearlake and Ojal 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 & windfall
to applicant. Therefore, staff recommends that certaic Iitems 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 f£ile an advice letter
requesting an offsetting increase upon timely completion of
each project.

A staff witness testified that he believed the procedure
to be necessary becauge a $15,000 retaining wall was included in
Clearlake's last general rate case rate authorization, but it was
not timely built. He stated that the ratepayers should not bave

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 strong evidence that the company's projections were unreliable,
since the costs aand workload increase to staff and the company
would otherwise be unreasonable. In this case, while the record
never explained what happened to the retaining wall in Clearlake,
we see no evidence that failure to accomplish projected main
replacements on time is a serious problem for this company in
elither Clearlake or Ojal or that SCWC has ever experienced a
windfall from such circumstances.

As to Clearlake, applicant's witrness Twomley described
what he called a2 "backbone” three-year main replacement program
going from one end of the system to the other. The program
commenced in 1983. 1In 1983 SCWC's estimated capital budget in
Clearlake wag $165,600. However, SCWC actually spent around
$243,000 that year even though of this one of the projected
jobs was only about 607 completed in January 1984 because of
bidding problems. 7Two main replacement jobs are planned for
1984 in approximate amounts of $98,300 and $94,000. The first
was to be work-ordered in March 1984, The 1985 projects are
for $18,000 and $82,200. 1In 2ddition to these, staff proposes an advice
letter offset for the cost of land ($36,800) which SCWC plans to buy in
1985 in order to relocate part of a treatwent plant and the
cost of high turbidity alarms in both treatment plants and an
automatic shutdown device for one plant estimated to total
$16,000 and scheduled for work order in June 1984. Twomley
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 further stated
that the alarm and sbhutoff projects were moved up to 1984 after
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the problem was raised by a representative of DHS at the public
meeting in late 1983, noting that SCWC has a written commitment
to DHS to £inish these projects in 1984,

With respect to Qjal, staff recommends an advice letter offzet
for $49,600 in projected main replacements for 1984. Applicant's witness,
Joseph Young, testified that the project is already under way,
that SCWC has promised the City of Qjai that it will continue
to complete the job, and that the work iz necessary to bring
down water loss in QOjal. Twomley testified that the 1984 phase
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, and 1985, but when company and staff visited
the gite, the leaks and unexpectedly rapid deterioration of
the pipe, plus input fxrom 0jal's director of public works, Ken
Gilbert, convinced SCWC to revise its budget to complete the
work in 1984. Twomley stated he wrote a letter to Gilbert making
a2 firm commitment to do the work as early in 1984 as possidble.
Further, Twomley pointed out that SCWC had already completed
(in January 1984) a main replacement project budgeted for'HArch
1984 in the amount of $3,000.

We are convinced by this testimony that there is no
reason to believe that applicant will £fail to complete these
projects on time and that staff's proposal would unuecessarily
burden both the company and the staff itself.

But in order to ensure that the ratepayefs réceive the
benefits of improved service £rom these main replacements and other
improvements, we will have the step rate increase for 1985 for the
Clearlake District be subject to the completion of the two mazn
replacement projects ($98,300 and §94,000) and turbxdlty alarm ané
automatic shutdown system ($16,000) in 1984, and the step rate
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increase for 1986 be subject to the completion of the two main zeplacement
projects ($18,000 and $82,200) and land acquisition for reldcation of part of
filteragion Plant No. 1 ($36,0Q0) in 1985. Similarly, the step rate increase for |
1985 for the Ojai Distxict will be subject to the completion of the Cuyama 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 additioms to
remain in rate base,

D. Water Loss - Clearlake
District

Another area of disagreement raised at the hearing was
applicant's estimate of unaccounted-for water. Such water is
¢harged to the ratepayers and includes water used in f£iltering
operations and water lost due to leaks and the like., Applicant's
witness estimated Clearlake's uraccounted-for water at 167,
admitting that his figure for filtering operations was
"somewbat arbitrary” since there is no accurate way of measuring
this usage at present.

Staff's witness Kazemzadeh pointed out that Clearlake's
unaccounted~for water estimates have gome from 30.8% in 1979 to
107 in 1980, to 18.37% in 1981. He further noted that no major
main replacement was done between 1979 and 1980 that would
account for the large reduction. Based on this he claimed that
unaccounted-for water in Clearlake was probably not due to large
losses through detericrated mains, but rather through gome other
problem such as malfunctioning meters, bad bookkeeping,or some
such management problem. Considering this he concluded tkat
Clearlake did bave the capacity for achieving a 107 maximom
rate £or wnacoomted for water, and this 107 figure is a maximum
acceptable figure for a system such as Clearlake.
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We agree with staff's assessment of this issue. In
fact, we note that one public witness in Clearlake claimed that
bis meter remained broken and unrepaired for eight months and
thet of a friend went unrepaired for six months. Therefore, we
will adopt the 107 figure for unaccounted-for water.

E. Labor Expense

The record in this matter reflects a great deal of
staff misunderstanding of the way SCWC accounts for labor expense.
This was at least partilally due to misinformation given to staff
by SCWC persommel. Two issues regarding payroll remain unresolved.

1. Vacation Accrual Factor
The first issue 1s the proper vacation
accrual factor to be used. This is a
percentage of expensed income which is
set aside in a 1iability accoumt. It
accrues to this account from pay earmed
while working and then i{s used up o
pay the employee when he or she takes
a vacation or holiday.

Applicant does not determine this accrual
factor on an individual basis, but
rather on a companywide basis (see,
generally, Exhibit 19). Applicant uses
a vacation accrual factor of 12%.

Staff recommends that the factor only
be 10.237%. Staff's witness, Wayne
Koerting, testified that he determined
this percentage by dividing the actual
vacation taken during 1982 by the total
payroll for 1982. This calculation does
not account for vacation that is accrued
during the gfar but not taken. Koerting
Justified this by noting that only five
days vacation may be carried over ome
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 staff would normally
look at several years' records in oxder
to caleulate such a factor, he was
unable to do so Iin this case because
of time constraints. But, he added
that he believed that since the company
has about 400 employees, the number

£ vacation days taken in one year is
"reasonably representative of that taken
by the same mmber of employees over a
mmber of years"

Staff witoness Sung Han added that,
while SCWC's accrual factor may have
been derived by appropriate accounting
procedures (as its witness, Christy W,
Plemons, testified), for ratemaking

it is necesgssary to reduce working cash
allowance by the amount of the future
1iability remaining in the wvacation
accrual account. Since this has not
been done he concludes that staff's
figure i1s appropriate.

We £ind staff's explanation persuasive
and we will adopt irs vacation accrual
factor of 10.23%.

Wage Escalation Factors

The second unresolved payroll issue has

to do with escalation factors. Applicant
used a 6% wage escalation factor without
any 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 1s 4.37 and for 1985, it is 5.2%.

An additional 0.27 is added each year

to compensate for growrth in the Calipatria-
Niland and QOjai Districte. Similarly, 0.9% and 1.0%
for- 1984 and 1985 are added to the- Bay District pay-~
roll and 0.7¢ and 0.8% for 1984 and 1985 are added
the Clearlake District payroll. :

Neither staff nor applicant acquiesced to the other's
caleulation and neither addressed the issue in argument.
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Applicant's report merely notes that
"expense levels are projected on the
basis of recent operating experience”
(see, e.z. Exhibit 5, Chapter 5,
paragraph 2). Staff points our that
SCVC's average wages per employee
have "outpaced both the average

CPI and the Califormia 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 staff's escalation
factors which total 4.5% in 1984 and
5.4% in 1985.

In several recent decisions we have expressed qualms about
staff's reliance on cost of living indexes. In D.83-12-037, Califormia
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 to produce expanded showings

. on labor costs in future applications." (Mimeo, p. 21)

Earlier, in a decision involving San Gabriel Valley Water
Company, we delineated the reasons for our discomfort:

"In this rate setting process, the Commission's obligation to
ratepayers to maintain reasomable utility rates and high
quality service is fundamental. This obligation, however,
cannot be met or sustained if a utility is placed at a
competitive disadvantage in skilled labor markets by
allowances for forecasted wage adjustments tnhat limit
wazes and salary increases to cost-of-living escalators
while denying employees the opportunity to participate

in. productivity advances in the utility or in the

economy. OQur 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 markets and the maintenance of

a qualified utility workforce.

* Y ¥

"We will adopt staff's labor escalation rate as a nore
reasonable reflection ¢f required labor costs for
ratesetting purposes. Adoption of the Staff's estimate,
however, is by no means meant to be a ceiling that '
precludes or limits SGVWC £rom addressing its skill
requirements in the context of actually establishing

=29~
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or negotiating wage adjustments. The adopted results
of operation do not operate as an absolute limic on
wage adjustment., Actual wages may be nigher 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 productivity gains by the coupany
as a whole., Management retains the responsibility

for setting actual wages.”" (0.83-10-002, Mimeo,
PP. 13-14).

We are disappointed that these concerns have not been
addressed by the parties in this proceeding, and hope that future
recoxds will contain explicit anmalysis and_discusgioq of these issues.

F. Summaries of Earnings

Based on the foregoing, the tables whicn follow set
forth the adopted operating results for each district for test
years 1984 and 1985 at rates authorxized by this decision.l/

Table 1 shows results for the Bay District, Table 2 for Clearlake

District, Table 3 for Calipatria-Niland Distriect, and Table 4
for Ojai District.

For Calipatria-Niland District, the large adopted increase for
1984 triggers our policy of phasing in annual base rate
increases in excess of 507%. By holding the £first test year

to 50%, we will grant applicant a revenue increase of $163,600
in 1984. The difference in revenue between 50% and what'

would otherwise be authorized, plus interest at the adopted
11.467 rate of return for 1984, will be added to the authorized
increase for Calipatria-Niland for 1985.
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. Southern Califorania Water Company
Bay Districs

ADQPTED SUMMARY OF EARNINGS

Test : TesT
Year 1984 :  Year 1985
(Dollars in Thousands)

Present Rates
Operating Pevenues 567.0 582.2

Operating Expenses

Purchased Water 68.3 £9.7
Furchased 2oweyr Ll.5 42.4
Payroell : 99.6 105.8
Purchased Services i8.1 19.3
Qther O&M Expenses 62.3 67.6
A&G Expenses 36.6 8.6
G. O0. Allocations 23.2 24.8
Depreciation Expenses 55.8 58.%
Taxes Qther Than Income 22.1 24.9

Subtotal 428.5 £52.0

Uacollectibles
Local Franchise Tax
cere
FIT before ITC
iT
FIT
Total Operating Expenses

Net QOperating Revenues
Rate Base
Rate of Return

Proposed Rates
Operating Revenues

Operating Expenses
Subtotal

Uncollectibles
"Local Franchise
oloicpy

FIT before IT

-.
wln s

I
Total QOPerating Expenses
Net OPerating Revenues 125.0 126.8

Rate Base 1099.5 1099.7
Rate 0% Return 11.28» 1..52%

(Negative Figure)

~30-
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TABLE 2

Southern California Water Comparny
Clearlake District

ADOPTED SUMMARY OF EARNINGS

Test : Test
1984 : 1985 -
(Dollars in 7Thousands)

Prasent Pates
QOperating Revenues 28L.0 393.4

Cperating Expenses
Purchased Water

Puzrchased Power

Payroll

Pezchased Services
ther Q&M Expenses

ALG Expenses

G. 0. Allocations
Depreciation Expenses

Taxes Other Than Income

Subtotal

L]

W WL HWYUN
NN L WO
.
H@OQWWnE we

-~
¥

Uncollectibles
Local Fraachise Tax
CCrT

FIT before I7

7c

-
e e

Total Qperating Expenses
Net Operating Revenues

Rate Base 1350.8
Rate 0f Return 6.26%

Proposed Ratzes
Operating Revenues 520 .5

Operating Expenses
Subzotal 289.2

Uneellectibles
Local Franchise
CCFT
T belore I
ITC
FIT 6.3
Total QOperating Expenses 368.1

Net Operating Revenues 192.4
Rate Base 1350.8
Rate 0f Return .l.28%

(ecazive Tigure)

-21-
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Southern California wWater Company
. Calipazria=-Niland Diszrics

ADOPTED SUMMARY OF EARNINGS

: : Test west

: Year 1984 Year 1985
(Dollars ian Thousands)

Pregent Rates
Qperating Revenues $ 327.1 $ 330.6

Operating Expenses
rehased Water
Purchased Power
Payroll
Purchased Services
Other Q&M Expenses
ASG Expenses
G. 0. Allocations
Depreciation Expenses
Taxes Qther Than Income
Subtotal

14.5
33.3
89.6
8.5
L4.6
27.9
5.6
46.4
16.7
207.1

*

*

.

Wit H 2R ho 0L

W b H R NS
»

Gl b hHh oMW

Uncollectibles 1.4
ocal Franchise Tax 3.5
CCET 2 (5.3)
PIT before ITC (22.8)
iT¢C -

FIT (22.8)

Total Operating Expenses 283.9

Net Operating Revenues 6.7
Rate Base 1317.8
Rate of Return 3.54%

Froposed Rates
Operating FRevenues 549.3
Cperacting Expenses
Subtotal

Uncollectibles
Local Franchise
cCrT

FIT before Z1C
I7C

FIT

“otal Operating Expenses

Net Operating Revenues
Rate Base
Rate 0f REturn
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Southern California Water Company
Qjai Districet

ADOPTED SUMMARY OF EARNINGS

TesT : Test
Year 1924 : Year 1985
(Dollars in Zhousands)

Present Pates
Operating Revenues $ 642.9 S 647.6

Omerating Expenses

Purchased Water 5.3 51.6
Purchased Dower 120.8 121.3
Payrell 104.3 109.9
Furchased Services 45.5 48.2
Other O&M Expenses 23.6 25.2
A&G Expenses 40.2 42.0
G.Q. Allocations 22.7 24.2
Depreciation Zxpenses £9.0 2.0
Taxes QOther Than Income 26.2 26.4

Subtotal 493.6 509.9

Uncollectibles
ocal Franchise Tax
CCFT .

FIT before ITC

I7¢C

FIT

»

)
W N O

1

2
0
‘.
3

[

un
Wi
I %18}
.
HiW

Total Operating Expenses

Net Cperating PRevenues
Rate Dasze
Rate of Return

Proposed rates
Operating Revenues

Operating Expenses
Subtotal

Uncollectibles
Local Franchise
ccrn

I7 before I7¢C
I7c
FIT

Total Oéerating Expenses

Net QOperating Revenues 180.0

~e Base 1595.9

‘ Rate of Return 1l.28%
(Necazive Figure)

-23-
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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 distxicts
to allow for attrition after test year 1985. This 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 1985 has an
operational component and & financial compoment. Its financial
component is the same for all districts and is the adopted
estimate of financial attrition in rate of returm of 0.14%
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 compoment, which is different
for each district, is the decline in the 1984 rate of return of
11.28% to a lower level for 1985 at the rates authorized for
1984,

The following tabulatiorn ghows, by district, the
operational attrition rate, combined finmancial-operational
attrition rate, and the revenue increase necessary to offset
the attrition in rate of return after test year 1985:

Combined
Financial~ Of£get Revenue
Operational Operational Increase
District Attrition Attrition (Step Increase)

Bay - 0.32% 0.47 $10,700
Clearlake 0.74 0.88 27,100
Calipatria-Niland 0.40 0.54 14,800

Ojal 0.26 0.50 17,000
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G. Anortization of Balancing Account

Staff recommends that, at the time when the decision
iz to be issued, if the accumulated over- or undercollection 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 31, 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 21, 1922, a credit of $0.063
per 100 cubic feét of water usage will be applied until June 30,
1985 for the 0Ojai District.
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XI - PUMP EFFICIENCY

Applicant has established a plan £o test pumps not
less than every two years and has a program to correct pumps
that are deteriorating or f£all into the "low" rating as
established by efficlency tests conducted by Pacific Gas and
Electric Company, Southern California Edison Company, and SCWC,

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

BayDistrict -~ Of nine booster pumps,
seven are rated excellent and two fair.
Eight of the nine were tested irc 1983,

Clearlake District -~ There are 14
booster pumps. Ibree are rated low,
three fair, two good, and six excellent.
All the pumps were tested im 1983. Two
of the pumps that tested low have been
designated for overhaul; the third pump
that tested low is very small, only

1% horsepower. Smaller pumps often
have poorer efficiencies.

Calipatria-Niland District ~ There are
seven booster pumps. One is rated low,
two good, three excellent, and omne

on standﬁy statug is gas~-powered and
therefore not ratable under thesge
standards. The pump rated low is
scheduled for redesign. 7Two of the

pumps were tested in 1983 and four in
1982. .

Olai District - There are 12 booster pumps
and four well pumps. Of the booster
pumps, four are rated fair, two good,

five excellent, and one is new and has
not been tested,

0f the well pumps, two are rated fair
and two good. Eleven of the pumps
were tested in 1983,

We f£ind SCWC's plan to be sufficient to assure its puwps to be
operating adequately.
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XII - CUSTOMER SERVICE

In its reports (Exhibits 14 through 17), staff states

that the following complaints were investigated and resolved by
applicant in 1983:

Number of Complaints in 1983
pDistriet Quality Pressure Billing Misgscellaneous Total

Bay 48 21 95 8 172
Clearlake 62 10 129 27 228
Calipatria~Niland 14 3 38 59

ojai 72 70 164 240 546

As to all four districts, staff observed that most of
these complaints were resolved quickly and in & satisfactory
manner. Therefore, staff concluded that service was satisfactory.
Based on this assessment and the discussion of the informal meeting
beld in each district and the public hesring held in three of the
districts, we agree that service is satisfactory.
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XIII - RATE DESIGN

Applicant proposes no changes in its rate schedule
design except in the Clearlake District. There it proposes to
change its minimum rate structure for metered service to a
structure which includes a service charge plus quantity rates.
However, applicant proposes to make the first 300 cubic feet
free of charge.

Staff agrees with the change to a service charge
structure, but notthe free water. Iunstead, staff recommends
that the first 300 cubic feet be one~half the quantity rate
for quantities over 300 cubic feet. Applicant has stipulated
to staff's recommended design and we agree that it better reflects
our coungervation concerns in rate-setting.

Additionally, we agree with staff's recommendation that,
due to Clearleke's large number of vacation-time customers and
mobile home customers who have a small arnual consumption per
sexvice connection, 607 of the revenues should be collected
through tbe service charge. 7Tbis 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 design for the Ojai District somewhat
so that, pursuant to our policy, the accumulated increase in
lifeline rate remaing 257 less thaun that of the average rate.
Applicant has also stipulated to this change.
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XXV - FINDINGS AND CONCLUSIONS

Findings 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, Clearlake, Calipatria-Niland, and Ojai districts
are reasonable. The related return on ¢ommon equity is &
congtant 14.50%.

2. Applicant's pump efficiency is satigfactory in each
district. .

3. Applicant's water quality in each district meets all
standards established by the federal Envirommental Protection
Agency and by the California Department of Health Services.

4. Bay, Calipatria~Niland, and Clearlake districts all
have water taste and odor problems due to their sources of
supply. Applicant is taking all reasonable steps to ameliorate
these problems. ‘

5. Calipatria-Niland and Bay districts sometimeshsave
very high levels:- of sodium chloride. Since there is no economic-
ally feasible technology to eliminate sodium chloride from water,
applicant should not be required %o take any action regarding this
problem.

6. Applicant's service is adequate in each district
given the circumstances described in this decision.

- 7. The adopted estimates of operating revenues, operating
expenses, and rate base for the test years 1984 and 1985, as
set forth in Tables 1, 2, 3, and 4 of this decisicn, together
with the described additional revenmue requirement for 1986 due
to attrition, reasomably indicate the results of operation for
applicant's Bay, Clearlake, Calipatria-Niland, and Ojal districts.
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8. The adopted rate design for each district is consistent
with the Commission's water conservation 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 £ilter surface
washers In rate base Iin the Bay District.

11. It is appropriate to allow costs of major plant
additions planned for the Clearlake and Ojai districts to be
included as plant in sexrvice after their projected completion
dates without requiring applicart to file an advice letter
requesting an offset upon completion of each project. But it is
reasonable to have the step rate increases f£for 1985 znd 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 capacity to keep its
unaccounted~for water at a 107 maximm, Therefore, the adopted
10% figure is reasomnable.

13. sStaff's recommended vacation accrual factor of 10.23%
is reasonable for all districts.

14, Staff's recommended wage escalation £actors of 4.5%
for 1984 and 5.47% for 1985 are reasonable.

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

1984 1985
Digtrict Amount Percent Amonut

Bay $ 64,500 11.4% $11,400
Clearlake 129,500 36.6 40,700
Calipatria-Niland 197,400, . 60.3 19,200

Ojal | 149,600 23.3 23,200
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&, To mitigate the effect of the large 1984
increase in the Cali atria-Niland District,
the revenue increase will be held to
$162,600 in 1984 with further increases of $71,600
in 1985 and a reduction of '$3,500 in 1986.
Interest on the deferred portion of 1984
required revemue increase at the adopted
rate of return will ensure that applicant
is adequately compensated for the deferral.
The other ircreases are reasonable,

Conclusions of Law

1. Tke adopted rates are just, reasonable, and
nondiseriminatory for the future.

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

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

IT IS ORDERED that:
1. Soutbern California Water Company is authorized to
file for its Bay, Clearlake, Calipatria-Nilend, and Ojai districts,
effective today, the revised rate schedules set forth in Appendix.A,B,
'C,and D series to this decision. The effactive date of the revised schedules
shall be the date of the £filing. The revised schedules shall
apply only to service rendered on and after theilr effective date.
2. On or after November 15, 1984 applicant is suthorized
to file an advice letter, with appropriate work papers, requesting
the step rate increase for 1985 included im Appendix A, B, C, and D,
< series, or to file a lesser increase which, includes a uniform cents per 1oo cubmc
feet of water adjustment for Agpendix A, B, <, and D, series for Bay, D
| Clearlake, Calipatria-Niland, or Ojsi, respactively, in the event that district's
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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
found reasonable by the Commission for applicant during the cor-

responding period in the then most recent rate decision or (by 11.28%.
This £iling shall comply with General Order Series 96,

The f£iling shall include a report of .completion: £or 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 O3jai District. The regquested
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 accord 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 sexrvice 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, ¢, 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 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 corzesponéing period in the then most recent
rate decision or (b) 11.53%. 7This £iling shall ¢comply with General
Order Series 96. The £ilings shall include a report ©of completion
for the two main replacement projects (Project 51 « $18,000 and Project S3 -
$82,200) and 'the relocation ahd acquisition™for part of filteration plant
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($36,000) for the Clearlake District. The requested step rates shall be
reviewed by staff to determive their conformity with this order
and shall go into effect upon staff's determination of conformity.
Staff shall inform the Commission if iz finds that the proposed
step rates are not in accord with this decision, and the Commis-
sion may then modify the increase. The effective date of the
revised schedules shall be no earlier than January 1, 1986, or
30 days after the filing of the step rates, whichever is later.
The revised schedules shall apply only to service rendered on
and after their effective date.
4. The application is granted as set forth above.
Thig oxder 1s effective zoday.
Dated  July 18, 1684 » 4t San Francisco, California.

LEONARD M. CGRIMES, JR.
President
VICTOR CALVO
PRISCILLA C. GREW
DONALD VIAL
WILLIAM T. BAGLEY
Commissioners

I CERTT™Y T7LT THRTIS DECISION
v R L e A
“:[".\S If;. = ta oy as) , f".'..-'-.‘r"lz_ . [.?/D‘JE

T T I e b T
COMNMTITSLORNARS™ LoD .
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APPENDIX A

SOUTHERN CALIFORNIA WATER COMPANY
3AaY DISTRICT

Schedule No. BY-1 Aopendix A

Py

GENERAL METERED SERVICE

Applicabilic

Applicable to all metered waser service.

Portions of the City of 2ittsburg and vicinity, Coatra Costa County.

Pexr Meter
Quantity Rates: Per Month

Pirst 300 cu. #£<., per 100 cu. £2. ....0.. 5 .528
Cver 300 cu. £¢., per 100 ¢u. £2. .c.euvew. .671

Service Charge:

_ For 5/8 x 3/4-inch crescecrisnsesons 3.80
For 3/6=inch crvesessvnsnansan 5.10
For l~inch £ tcesenntrensencen 7.50
Tor l==inch PEY srececrsrenracnes 8.70
For 2=inch teaesenssannnsaes ~2.50
TorY 2=ingh cresressenennsnan 26.00
Tor 4=inch % cvecesssrannssenn 33.00
for 6=inch teassessenensense 65.00
Tor g8=inch cesssccasenenenns 23.00

The Sexvice Lharge is a readiness-to-serve
charge applicable =0 all metered service
and to which is %o be added the meonzhly
charge computed at the Quansity Rates.

Special Condition

1. Due to the undexcollection in che balance account, an adéizion
of 30.068 per Ccf of water usage is 0 bYe applied 20 the cuantity rates
TO amortize the undercollection until June 30, 198S5.

(2D OF APPENDIX A)




A.03-00-39 ‘et al. /ALT/za

APPENDIX B

BAY DISTRICT

Each of the f0llowing increases in rates may be put into effect on the
indicated date by £iling a rate schedule which adds the appropriate increase
TO the rate which would otherwise be in effect on =hat date.

Tffective Daces
1=1=85 l=1=86

SCHEDULE CO=1 General Metered Service

Service Charges:

TOr 5/8 %X J/4=inCh MeTeT ..ieeievvaneres 5 0.20
3/4=iNCh MeTeY .cincrcnrrocnns 0.20

l-inch meter ...vveenernncan 0.40

12eifCl Deter tvvencensnenees 0.40

2=iNCh MeLeYr .iiviecnorronn 0.50

3=-inch meter 1.00

4=iNCh MOTEY .ivivrncconenns 2.00

6~INCh METLY .ercesvrvcconsa >.00

8=inch MeTer .vvrevverenenss 4.00

l0~inch Meter ..veiiecrncanns 5.00

Quantity Rates:

For the £irst 300 cu. £t., per 100 cu. f=«.
For the over 300 cu. £=., per 100 cu. %=.

(2YD OF APPENDIX 3)
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SOQUTHERN CALITORNIA WATIR
CLEARLAKE DISTRICT

ADOPTED QOUANTITIES

Qf€ser Izenms ' Test Years
984 1985

l. Purchased Power:
Total Production = XCCF +85.7 191.7
Acre =~ Teet 426.2 440.1

Pacific Gas & Electric Company ,

Total Cost 5 26,07 $ 27,532
KWH 355,747 367,241
E£Z, Sch. Date 4/6/83 4/6/832
S/XWH (composite rate) .07533 07497

Purchased Water = KCCF 127.4 +33.4
Acre = Feet 292.4 306.2
$/Acre Fees 22.50 . 22.50
Total Cost $6580.00 56890.00




A.83-09-39 et al. /AL3/ra

APPENDIX C

Page 2
‘I'; BAY DISTRICT

ADOPTED QUANTITIES

S. Number of Service - Meter Size: X 1984
5/8x3/4 LA AL 2L L I N I L 2 I I O O R R 3’144

3/4 PEe v s senRrCasrssrrmaEn -

[y

LR LA AR A R I A TR So

l LA A I L I R AP 14

s e b e srecswResorsesn

LI I A I I T R Ay

[ WP TN N Y

28
* e ¢ s e 6
3
5

LA L I I I TN

Metered Wazer Sales %
Range Ccf Usage - Ccf
R ———————— e —
Over 3 599,500 516,200
724,200 744,700

Number 0f Service No. 0f Services Jsage-XCef Avg.Usage~Cef/vr.
1984 1985 1984 2985 1984 1985

.

Comm.~Metered 3,227 3,338 s 605.2 181.3 181.3
Fubliec Authoriss 19 19 108. 108.2 5,694.7 5,694.7
Industrial 30.4 7,600.0 7.600.0

Qrher . 0.8
Subtotal 764.7

Private Fire Pro=w.
Total

wWater Loss: 10.0% 82.7

Total Water Produced 827.4

w o

L5 ]
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APPENDIX €
Page 3

SO CAL WATER =~ DBAY DISTRICT

TAXES BASED ON INCOME

YEAR 1984

ADOPTED RATES
cerT : FIT

() (8)
(TEOUSANDS

' OPERATING REVENUES $67.0
O & M EXPENSES 357.9
TAXES QOTHER THAN INCOME 23.1
CCET 5.0

SUBTOTAL ' 386.0

DEDUCTIONS FROM TAXADLE INCOME

TAX DEPRECIATION
INTEREST & MISC. DEDUCTIONS
BOOX. TAX DEPRECIATION
LABOR BURDEN
AD VAL TAX & INT. EXCk. ,
PREFERRED STOCK DIV. CRSDIT

| 'SUBTOTAL DEDUCTIONS

NET TAXABLE INCOME FOR CCFT
CCET

TOTAL CCFT

NET TAXABLE INCOME FOR FIT
TEDERAL INCOMZ TA

STRTAX EXZNPTION

FED. INCOME TAX BEFQRE ADJ.
INVESTMENT TAX CREOIT
TOTAL FIT

Franchisze l.06%
Uncollectibles 0.4l%
CCET 9.56%
FIT 4£6%
Net=to=Gross 2.07898
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' APPENDIX C
rage 4§

SOUTHEPN CALIFORNIA WATER COMPANY

BAY DISTRICT
Taxes based on Income
Year 198S

Adopted Pates Auchorized Rates
CCPT by CCFT PIiT
(A) (B) (<) 40))]
- (Thousands in Dollars)
Operating Revenues 583.2 583.2 660.9 660.9
Q + M Expenses 376.8 376.8 377.9 377.9
Taxes Qther Than Inconme 24.9 24.9 24.9 24.9
CCEFT -0 4.0 .0 ined
Subtotal 401.7 405.7 £02.8 414.5

Deduccions From Taxable Income

Tax Depreciation

Interest & Misc. Deduceions

Book Tax Depreciation

Labor Burden

Ad Val Tax & Int Execl.

Preferred Stock Div. Credis
Subtotal Deductions

I | SNV O
v e

1.6
7.2
0.5
7.2
2.9 .
=-.2
2.4

[y
[

Net Taxable Income for CC&7
CCFT
Total CCFT

Net Taxable Income for FIT
Federal Income Tax

Surtax Exemption

Ted. Income Tax Before Adj.
Iavestment Tax Creditv
Total FIT

(2D OF APPENDIX C)
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APPENDIX D

SOUTHERN CALIFOPNIA WATEZR CO.
CLEARLAKE DISTRICT

Comparisons ¢f typical bills for residential netered customers of various
usage level and average level at present and authorized rates for the vear
1984.

General Meteraed Service
(5/8 % 2/4=inch meters)

Monthly Usage At Present At Authorized Percent
Rates Rates Increase

(Cubic Feetf)

300 $ 9.26 57.13%
500 12.18 44.09
646 )Average) 16.21 37.88
1,000 19.48 28.54
2,000 34.08 17.42
3,000 48.68 12.9¢
'5,000 77.88 9.09
10,000 128.38 24.52

(END OF APPEINDIX D)
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APPENDIX A=l

SQUTHERN CALIFORNIA WATER COMPANY

CLEARLAXE DISTRICT

Schedule No., Clela

GENERAL METERED SERVICE

APPLICABILITY .

Applicability to all metered water service furnished on an annual basis.

TERRITORY

Clearlake Park and vicinity, and Parkwoods Area, lake County.

RATES

Per Meter
Quantity Rates: Per Month

First 300 cu. £r., per 100 CU. £L. coveveceerannes § 950
over 300 cu. ft-’ per 100 cu. ft- LA L A B I B I N W Y 15498

Service Charge:

FOr 5/8 % 3/4=inCh MELEY .eevevecrvevncarcsennnees 11.70
3/4=iNCh METEY .vvvccvcconcravcorsnceens 13.60
l-inch meter.euecceecsenvenncnsncncaas 17.70
ld-inch meter..ccvurenncrcnasccoacaenes 20.20
2=inCh MELeY wevcnvecacronrracennvonna 25.50
3=iNch METEY eovevcsccncacarccacacnnns 51.00
A=inCh MOTOY eovncsccescosnnscranncass 746.00
O~ANCH ™MLOY ..vcicacrencrencroncanes
8~-inch meter cceeccsscsenaanae. 170.00

The Sexvice Charge is a readiness-to-serve
charge applicable to all metered service
and to which is to be added the quantity
charge computed at the Quantity Rates.

SPECIAL CONDITIONS

l. A new applicant for service shall advance an amount equal to the
service charge for a period of twelve months. This advance will be credited
to applicant’s account against which charges for water service will be debited
until the advance is depleted. When no credit remains aplicant will be billed
at the monthly rate above. No refund will be macde upon discontinuation of
service if less than twelve continuous months.

2. Due to undercollection in the balancing account an additional S 0.12 per
100 cubie feet of water usage is to be applied to the quantity rates o ameoreize
the undercollection until June 30, 1987.

(END OF AFPENDIX A=1)

v
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APPENDIX B-]l

SQUTHERN CALIFORNIA WATER COMPANY
CLEARLAKE DISTRICT

Each of the following increases in rates may be put into effect on the
indicated date by filing a rate schedule which adds the appropriate increase
£0 the rate which would otherwise be in effect on that date.

Effective Dates
SCHEDULE CL-1A Geneal Metered Service 1985 1986

Sexrvice Charges:

FOr 5/8 % 3/4=inch MELEY .seivevucevsnontncnsasnsans 5 1.30
3/4=inth meter ..... tenmase cevenssvavansres 150

1=inch MeTeY .iveevcevscoccroncacconnnss 2.00

13=3iNCh METEL sevcerevrarsrcrcccannnnnens 2.20

2=iNCH MELOY .ceevassrcrrsssrcccccannsne 300

3=inch MELeY .covuvcscccsvarencnsscnncnss 6.00

4=inch MELEY cecvsvacsvacrcrecanssnnsnss 8.00

6~inch sessrevenvassvenssares 18.00

8-inch meter ........ sesvsscansvansscsres 19.00

Quantity Rates:

For the first 300 cu. £t., per 100 cu. f£. .cevieveec.. 026
For the over 300 cu. 2%., per 100 ¢u. €. secvrvciraes o040
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APPEXDIX C-1
Pace 1.

SOUTHERN CALIFORNIA WATER
CLEARLAXE DISTRICT

ADOPTED QUANTITIES

Offset Items Test Years
1984 1985

1. Purchased Power:
Total Production = KCCFP 185.7 191.7
Acre = Feet 426.3 440.1

Pacific Gas & Electric Company .

Total Cost $ 26,707 $ 27,532
XwWH 355,747 367,241
Eff. Seh. Date 4/6/83 4/6/83
S/KWH (composite rate) .07533 07497

Purchazed water - XCCF 127.4 133.4
Acre = Feet 292.4 306.2
$/Acre Feet 22.50 22.50
Total Cost $6580.00 $6890.00
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CLEARLAKE DISTRICT

ADOPTED QUANTITIES

Number of Service = Meter Size:

1084
5/8 x 3/4 LA AR KN EXEEER Y XN F ) 2,143
3/4 "o srtesssdeansrrsraenban

l SrSsd s arsrsnanrnsnenss

4
15 PREBrsesssr o Bt vava 2

2,149

Metered Water Sales 1984

Range Ccf Usage Cecf

0 -3 58,700 60,600
Qver 3 108,400 . 111,900
167,100 172,500

Number 0f Service No. of Services Usage=XCef Avg.Usage=Cef/yr.
1984 1985 1984 1985 1984 1985

Comm. - Metered 2,146 2,216 166.4 77.5 77.5
Public Authority 3 3 0.4 132.0 132.0
QOther - - 0.3

Subtotal 2,149 2,219 167.1
Private Fire Prot. 2 2

Total 2,151 2,221
Water Loss: 10.0% 18.6
Total Water Produced 185.7
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SO CAL WATER ~ CLEARLAXE DISTRICY

- sede mmm A

TAXES BASED ON INCOME

YEAR 1984

ADOPTED RATES AUTHORIZED RATES
CCFT : PIT  CLPT - FIT
(A) (8) ) o)

(THOUSANDS OF  DOLLARS)

' OPERATING REVENUES . T 381.0 . 520.4
'© & M EXPENSES 233.2 233.8
TAXES OTHER THAN INCOME : 20.1 20.1
CCFT _ : 2.1 . .0

SUBTOTAL . 255.4 253.9

DEDUCTIONS FROM TAXABLE INCOME

TAX DEPRECIATION : 34.6 27.2
INTEREST & MISC. DEDUCTIONS . ' ‘ 67.5 67.5
BOOX“TAX DEPRECIATION , 9.4 -0
LABOR BURDEN 11.6 1l.6
AD VAL TAX & INT. EXCL. =5.5 .0,
PREFERRED STOCK DIV. CREDIT -.1 .0
SUBTOTAL DEDUCTIONS 117.5 106.3

NET TAXABLE INCOME FOR CCFT 160.2
CCFY - 15.4
TOTAL CCre : . 15.4

NET TAXABLE INCOME FOR FXT
- FEDERAL INCOME TAX

SURTAX EXEMPTION

FED. INCOME TAX BEFORE ADJ.

INVESTMENT TAX CREDIT

TOTAL FIT

Franchise 0.0
Uncollectibles 0.41%
CCET ) 9.6%
FIT 46%
Net~-to-Gross 2.05736
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Page 4 '
SO CAL WATER = CLEARLAXE DISTRICT
TAXES BASED ON INCOME

YEAR 1985

ADOPTED RATES AUTHORIZED RAIES
CCFT = FIT CCFT = FIT
(A) {B) (< 6]

(THOUSANDS OF  DOLLARS)

OPERATING REVENUES ' o 393.4 578.2
‘O & M EXPENSES 246.2 247.0
TAXES OTHER THAN INCOME 21.1 2%.2
ccrT ‘ 1.5 .0

SUBTOTAL . 268.8 268.1

DEDUCTIONS FROM TAXABLE INCOME

TAX DEPRECIATION : 26.6
INTEREST & MISC. DEDUCTIONS . 76.7
BOOX TAX DEPRECIATION .0
LABOR BURDEN 7.5
AD VAL TAX & INT. EXCL. .0
PREFERRED STOCK DIV. CREDIT .0

SUBTOTAL DEDUCTIONS Sl 110.8

'NET TAXABLE INCOME FOR cCrz . 199.3
CCET _ 19.1
TOTAL CCFT ' 19.1

NET TAXABLE INCOME FOR FIT
FEDERAL INCOME TAX

SURTAX EXEMPTION

FED. INCOME TAX BEFORE ADJ.
INVESTVMENT TAX CREDIT
TOTAL FIT

1l
2
3
4
5.
6
7
8
-9

(END OF APPENDIX {=-1)
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APPENDIX Dal

. SOUTHERN CALIFORNIA WATER CO.
CLEARLAXE DISTRICT

Comparisons of typical bills for residential metered customers of various

usage level and average level at present and authorized rates for the yvear
1984,

Gerneral Metered Service
(5/8 x 3/4=inch mezers)

¥onthly Usage ATt Present At Authorized Percent
Rates Rates Increase

{Cubic Feew)

300 $ 9.26 $ 14.55 $7.13%
500 12.18 17.55 44.09
646 YAverage)  14.3% 14.73 37.88

1,000 19.48 25.04 28.54
2,000 34.08 40.02 17.43
3,000 48.68 55.00 12.98
5,000 77.88 84.96 9.09
10,000 128.38 159.86 24.52

(END OF APPENDIX D-1)
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APPENDIX A=2
Page 1
SQUTHERN CALIFORNIA WATER COMPANY

CALIPATRIA-NILAND DISTRICY

Schedule No. €N-1

GZNERAL METERED SERVICE

APPLICABILITY

Applicable to all metered water service.

TERRITORY

City of Calipatria and community of Niland, and adjacent territory
in Imperial County. .

RATES

Quantity Rates: Per Meter

Per Month
For the first 300 cu. ft., per 100 ¢u. #t. ..ve... S .576 (I)
For all over 200 cu. ft., per 100 ¢u. £%. .ovvue.. .819

-

Service Charge:

FOX 5/8x% 3/4=4inCh METLEL .veeeveerccncsvonncancenns 11.60
3/4=inCh MELEY .evveevrncevcnrvcnnnnocoas 20.20

1=inch MeTer ceeveccrctecanrcccnsncne 24.60

23=iNCH MELEY vovceecenccrcncacorrsacnaes 33.00

R=INCh MOLEY tcvviececvvoonconncasncoces 44.00

2=inCh MELeY .vivireiivrenncccsonencaes 60.00

4-inCh METEY weeieierenrmsaneronernaaes 133.00

6=1nCh METEY teuivecvcenecosnncasnsccnne 226.00

g-inch meter cesancesrmnnnes 303.00

The Service Charge is a recadiness-to-serve
charge applicable o all metered service and
to which is to be added the quantity charge .
computed at the Quantity Rates.
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Page 2
SQUTHERN CALIFORNIA WATER COMPANY

CALIPATRIA-NILAND DISTRICT

Schedule No. ON=-2

GENERAL FLAT RATE SERVICE

APPLICABILITY

Applicable to all £lat rate water service.

TERRITORY

City of Calipatria and community of Niland, and adjacent territory
in Imperial County.

RATES Par Serxvice

Connection
Per Month

For each single unit of ocecupancy,
with inside plumbing, served through
& 3/4~inch service CONNECLion ..e.cvcevencvcoacane $ 32.10

For each single unit of occupancy,
with inside plumbing, served through
& l~inch Service CONNECLiON scvcescavoncnnenoenn 39.75

For each additional unit of occupancy,

with inside plumbing, on the same

premises and sexved from the same

sexvice connection of 1 O 2 abOVE .c.reneceviann. 17.25

For each single unit of occupancy,
without inside plumbing, served through
a 3/4=inch service CONNECLION ..c.oaravresrcnccraca 15.90

SPECIAL CONDITIONS

1. The above flat rates apply to service connections not longer than
one inch in diameger.

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

3. TFor 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-1, General Metered Service.

(SND OF APPEDIX A-2)

/
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SQUTHERN CALIFORNIA WATER COMPANY

CALIPATRIA=NILAND DISTRICT

Each of the following increases in rates may be put into effect on the
indicated Cate by filing & rate schedule which adds the appropriate increase
%0 the rate which would otherwise be in effect on that date.

Effective Dates
1=1=85 1=1~86

SCHEDULE CN=~1 General Metered Service

Service Charges:

For S/B X 3/4=inCh MELEY trververessssnnaans § 2.30 § (.35)
3/4=inch MeLer cuvvvnvvnsronssvans 4.00 {.60)

1=inch MeTEr ..vvvvevrevssnnacan 4,90 {.70)

24~inch METEr ..vvsvevsconcnancns 6.60 (1.00)

2=inch MOLOT .eivreoncvrrcnrennen 9.00 {1.50)

3=inCh METeY .uievvcenconsranves 12.00 (2.00)

4=iNCh MELEr .cicavcnmovrnncnees 26,00 (3.00)

E=iNCh METET .ecvemcscsvescncans 45.00 (6.00)

8=inch meter 60.00 (9.00)

Quantity Rates:

For the f£irst 300 cu. ft., per 100 cu. (.015)
For the over 300 cu. £t., per 100 cu. (.022)

Schedule CN~2 General Flat Rate Service

1. For each single unit of occupancy,
with inside plumbing, served through :
& 3/4~inch SErVice CONNEETION cevvecevssvnnnvsnnee

2. Tor each single unit of occupancy,
with inside plumbing, served through
a 1=~inCh SerVice CONNECTION cevecrrsvenrcsmancnces

3. TFor each additional unit of occupancy,

with inside plumbing, on the same

premises and served from the same

service connection O0f 1 O 2 ADOVE cevecvesssnnnnn

4. TFor each single unit of occupancy,
without inside plumbing, served through
& 3/4=inch SErvice CONNECLION veecvsveevrvaravesns

(=D OF APPRDIX B.2)
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APPENDIX C=2
Page 1
SOUTHERN CALIFORNIA WATER
CALIPATRIA = NILAND

ADOPTED QUANTITIES

Qffset Items Test Years

1985

Purchased Power:
Total Production = XCCF 791.4
Acre=Teet A 1816.8

Electric:

(a) Imperial JericationDistrict !
Total Cost $31,995 $32,181
XWH 442528 445107

EFF Sch. Date 2/1/83 2/1/83
$/kwh Used (composite rate) .0723 .0723

Southern California Gas .
Total Cost § 1,162 $1,162
Therms 1535 1535

Eff. Sch. Date 2/1/783 2/1/83
$/Term (composite rate) 0.757 0.757

2. Purchased water: XCCF 787.4 791.4

. Acre Feet 1807.6 1816.8
S/AC £T. 8.00 8.00

Eff. Sch. Used 2/1/83 2/1/83

Total Cost $14,461. 14,534
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Pame 2
CALIPATRIA=NILAND

ADOPTED QUANTITIES

5. Number of Service~Moter size: 1984

O/8 X 3/84 cieeriivinecononnan 52 55
3/8 coviennnecnncncnnnn- - -

I cteeceveoncvannsnns 23 25

B 1l 2

2 seeraensas 7 18
eesscennscroasnrses 2 2

* s e sawossasspoeanace 2 2

3
4
6 trvrennurcrncnconan by 1
8

seressrasssvensvEme - -

108 115

6. Metered wWater Sales 3255 1985
Range Cef Usage=Cecf

0 - 200 68,800 72,800

. Over 200 36,600 36,900

105,400 109,700

Number of Service No. ¢f Services Usage=~KCef Avg.Usage~Cef /vr,
1984 1985 1984 1985 1984 1985

Comm. ~ Metered 89 96 55.2 620.3 620.3
Public Authority 1 11 29.5 2,686.0 2,686.0
Industrial 8 8 20.9 2,584.0 2,584.0
Subteotal 108 115 105.4
Comm, Flat 923 921 603.9
Private Fire Prot. 3 3
Total 1,034 1,039  709.3
Water Loss: 10.0% 78.1
Total Water Produced 787.4
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Page 3
CALIPATRIA - NILAND DISTRICT

Type of Service

For each single unit of occupancy.
with inside plumbing, served through
a 3/4 inch service cOnNNeCtion c.ecvececececn..

2eecesnesnsesss FOr cach single unit of occupancy,
with inside plumbing, served through
a 1 inch service ConNNECtion .vceceeecececensns

3eseeeccsana... For cach additional unit of occupancy,
with inside plumbing, on the same
premises and served from the same
service connection 0f 1 0r 2 ADOVE cveeesccen

£ecsescrcsessss FOor each single unit 0f occupancy,
without inside plumbing, served through
a 3/4 inch service CONNECTiON .ceececcacnness

Number of Services = Flat Rate (by above types)

1984
842

41
Type 3
Type —3
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SOUTHERN CALIFORNIA WATER COMPANY

CALIPATRIA=NILAND DISTRICT
Taxes Based on Income
Year 1984

Adopted Rates Authorized Rates
Iten SeET FIT ST T
(A) (B) ()} (D)
(Thousands in Dollars)

Operating Revenues 3271 327.1 524.4 $24.4
O + M Expenses 237.5 237.5 240.4 240.4
Taxes Other Than On Income 15.6 15.6 15.6 15.6
CLFT .0 =3.9 0

Subtotal 253.1 249.2 256.0

DedUctions From Taxable Income

Tax Depreciation

Interest & Misc. Deductions
92 Book Tax Depreciation
10  Labor Burden
Al  AQ val Tax & Int. Excl.
12 Preferred Stock Div,. Credit
13 - Subtotal Deductions

14 XNet Taxable Income for CCPFT
15  CCrY
16 Total CCr7

17 Net Taxable Income For FIT
18 Federal Income Tax

19 Surtax Exemption

200 Fed. Income Tax Before Adj.
21 Investment Tax Credit

22 fTotal FIT

Franchise 1.06%
Uncollectibles 0.41%
CCFYT 9.6%
FIT 46%
. Net-to~Cross 2.07898
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SOUTHERN CALIFORNIA WATER COMPANY
CALIPATRIA-NILAND DISTRICT

TAXES BASED ON INCOME
Year 1985

ADOPTED RATES AUTHORIZED RATES
CCFT FIT CCFT FIT
(A) B) () (D)
{(Thousands of Dollars)

Operating Revenues 330.6 330.6 549.4 549.4

O + M Expenses 248.9 248.9 252.1 252.1
Taxes QOther Than Income 16.7 16.7 16.7 16.7

CCrT -0 0 -5.3
Subtotal 265.6 268.8 284.2

Deductions From Taxable Income

Tax Depreciation

interest & Misc. Deductions

Book Tax Depreciation

Labhor Burden

Ad Val Tax & Int. Excl.

Preferred Stock Div. Credit
Subtotal Deductions

h H
P

Wil PWwWIahw
L ]
Vi wununmn b

[
+
.

Net Taxable Income for CCroT
CCrT
Total CCF2

Net Taxable Income for FIT
Federal Income Tax

Surtax Exemption

Fed. Income Tax Before Adj.
Investment Tax Credit
Total FIT

(END OF APPENDIX C-2)
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APPENDIX D=2

SOUTHERN CALIFORNIA WATER COMPANY

CALIPATRIA-NILAND DISTRICT

Comparisons of typical bills for residential meteredcustomers of

various usage level and average level at preset and authorized rates for
the year 1984.

General Metered Service
(5/8 % 3/4=inch meters)

Monthly Usage At Present At Authorized Percent
Rates Rates increase

(Cubic Feet)

300 5 13.33 14.62%
500 14.97 18.10
1,000 19.06 24.73
2,000 27.25 32.92
3,000 35.44 37.78
5,000 51.82 43.30
10,000 92.77 49.00

(END OF APPENDIX D~2)
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SOUTHERN CALIFORNIA WATER COMPANY

QJAI DISTRICYT

Schedule No. OJ=1

GZNERAL METERED SERVICE

APPLICABILITY

Applicable to all metered water service except public parks.

TERRITORY

Ojai and vicinity, Veatura County.

Pexr Meter
Quantity Rates: Pér Month

First 300 cu. ft., per 100 cu. f£. ...... S .699
Over 300 cu. ft., per 100 cu. 2. .cu.e.. 983

Sexvice Charge:

FOr 5/8 X 3/4=inth Meter . cveeeeccnnnconns 3.75
3/4=inch MOTEr cvrrrconnnn 5.40

i=inch meter 7.40

14~inch MeTOr cevvevesncancans 9.70

2=iNCN MELETY eeveecvomsasnces 13.00

2=inCh DOLEY +tererececnnooces 26.00

LoinNCH MOLOY vicevsorcecscren 34.00

6=inCh MeLer tvicevemecananns 54.00

8=inCh MOTEr tcvcevrocvonncan 82.00

-

The Service Charge is a readiness~to-serve
charge applicable to all metered service
and to which is to be added the quantity
charge computed at the Quantity Rates.

Special Condition

1. Due to the overcollection in the balance account, a reduction

of $0.068 per Cecf of water usage is %o be applied to the Quantity Rates
O amortize the overcollection until June 30, 1985.
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. APPENDIX A=~3
. Page 2

SOUTHERN CALIFORNIA WATER COMPANY

OJAl DISTRICT

Schedule No. OJ~3M

SPECIAL IRRIGATION METERED SERVICE

APLICABILTIIY

Applicable to ten specific parcels of land identified on Special
Irrigation NMetered Service Tariff Area map.

TERRITORY

Ojai and vicinity, Ventura County.

Quantity Rates:

Casitas Municipal Water District agricultural
non-prime rates as amended fromtime to time

wWheeling Surcharqge: Per Meter

Per Month
FOr 2=incCh MeLeY cevvccerncrcascrcnnsnes 5 30.00

FG!.' 4—iﬂ¢h metet LA XX XN RN T PN EEEY YN 32.00

The Service Charge is a Southern California
Water Company charge for transporting Casitas
irrigation water to said ten specific parcels
of land, which charge is to be added to the
charges computed at the Casitas MWD rates.
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SOQUTHERN CALIFORNIA WATER COMPANY

QOJAI DISTRICT

Schedule No. OJ=-7ML

METERED PUBLIC PARK SERVICE

Applicability

Applicable to all metered water service furnished to public parks.

Territory
Ojai and vicinity, ventura County.

Rates

Per Meter
Quantity Rates: Per Month

For all water delivered, per 100 cu. ft. 764

Service Charge:

Por 5/8 x 3/4~inch meter 3.25
3/4=inch meter 4.30

l=inch meter

li=inch meter

2=inch meter

The Service Charge is a readiness-to-serve
charge applicable to all metered service
and to which is to be added the quantity
charge computed at the Quantity Rate.

(2ND OF APPENDIX A=~3)
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SOUTHERN CALIFORNIA WATER COMPANY

OJAI DISTRICT

Each of the following increases in.rates may be put into effect on the
indicated date by £iling a rate schedule which adds the appropriate increase
to the rate which would otherwise be in effect on that date.

Effective Dates
1985 1986

SCHEDULE QJ=1 General Metered Service

Service Charges:

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

l-inch meter

li=inch meter

2=inch meter

3=inch meter

4=inch meter

6=inch meter

8=inch meter

Quantity Rates:

For the first 300 cu. ft., per 100 cu. ft. ..
For the over 300 cu. ft., per 100 cu. ft. ...

Schedule OJ~3M Private FPire Protection Service

Rates:

For each 2-inch meter ........ ceecorrensteoas
For edCh 4-inCh meter sSsrrrssesesnrrra

Schedule QJ-7ML Private Fire Hydrant Service

Quantity Rates:
For all water delivered, per ccf ... reae 0.022.

Service Charge:

For 5/8 x 3/4-inch meter
3/4=inch meter
l=inch meter
19=inch METEY .ocvveececancnaccnes
2=-inch meter

(END OF APPENDIX B-3)
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SOUTHERN CALIFORNIA WATER
OJAI DISTRICT

ADOPTED QUANTITIES

Qffset Items

Purchased Power:
Total Production - XKCCF
Aczre~Feet

Electric:
{a) Southern California Edison

Total Cost

KWH

ELL. Sch. Date

S/KWH (composite rate)

Purchased Water: XCCF
Acre~Feet
$/CCT (composite rate)
Total Cost

Test Years

1984

796.3
1828.1

130,800
1,738,253
2/2/83
-07523

124.2
285.1
0.413
51,295

$

1985

80l1.2
1839.3

131,300
1,748,383
2/2/83
07513

125.0
287.0
0.412
51,625
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ADOPTED QUANTITIES

Q Number of service - meter size 1984
a. General

5/8 x 3/4 1,805

3/4 178

i 346

13 61

87

2

1

1

Public Parks = Contract
5/8 x 3/4
3/4
1
13
2

c. Irrigation
2

4

Metered Water Sales

a. General

Range Cef 19084 1985

) Usage Ccf
Over 3 598,600 602,400

Public Parks

Range Ccf 1984 1985

Usage Ccf
All Quantities 9,900 9,900

Irrigation

Range Ccf 1984 .- 198%
Usage Ccf

All Quantities 12,800 12,800

Number of Service No. of Services Usage=-XCcf Avg. Usage-Cef/yr.
1984 1985 1985 1984 1985

Comm. = Metered 2,461 2,477 676.6 273.2 273.2
Public Authority 20 20 21.8 1,090.0 1,090.0
Irrigation 4 4 12.8 3,200.0 3,200.0
Contract 14 14 9.9 707.1 707.1
Subtotal 2,499 2,515 721.1
Private Fire Prot. 11 312
Total 2,510 2,526

. Water Loss: 10.0% 80.1

Total Water Produced 80l1.2

* Involves 3 meters
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SQUTHERN CALIFORNIA WATER COMPANY
OJAI DISTRICT

TAXES BASED ON INCOME
Year 1984

ADOPTED RATES AUTHORIZED RATES
CCrFY FIT CCFT FIT

(A) (B) ¢ (D)
(Thousands of Dollars)

Operating Revenues 642.9 642.9 792.4 792.4

O + X Expenses £31.8 431.8 £35.0 435.0
Taxes Qther Than Inconme 26,2 26.2 26.2 26.2

CCFT .0 €.1 -0 18.2

Subtotal £58.0 462.1 461.2 479.4

Deducc}ons From Taxable Income

Tax Depreciation
Interest & Mise. Deductions
Book Tax Depreciation
10 Labor Burden
11 Ad Val Tax & Int. Excl.
12 Preferred Stock Div. Credit
13 . Subtotal Deductions

14 Net Taxable Income for CCFT
15  ¢err
16 Total CCFT

"17  Net Taxable Income For FIT
18 Federal Income Tax

19  Surtax Exemption

20 Fed Ingome Tax Before Adjy.
21  Investment Tax Credit

22  Total FIT

Franchise 1.6%
Uncollectibles 0.47%
CCre 9.6%
FIT 46%
Net=to=Gross 2.092286
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SQUTHERN CALIFORNIA WATER COMPANY
QJAY DISTRICT

TAXES BASED ON INCOME
Year 1985

ADQPTED RATES AUTHORIZED RATES
ITEM CCET FIT CCrT FIT
(A) (B) (C) (D)
(Thousands in Dollars)

Operating Revenues 647.6 647.6 821.4 821.4
0 + M Expenses 446.0 446.0 449.0 449.7
Taxes Other Than Income 26.4 26.4 26.4 26.4
CCrY .0 2.6 .0 18.9

Subtotal R72.4 475.0 476.1 495.0

Dedeutions From Taxadble Income

Tax Depreciation

interest & Misec.

Book Tax Depreciation

Labor Burden

Ad Valorem Tax & Int. Excl.

Preferred Stock Div. Credit
Subtotal Deductions

Net Taxable Income for CCPFT
CCFT
Total CCFT

Net Taxable Iancome for FIT
Federal Incomwe Tax

Surtax Exemption

Fed Income Tax Before Adj.
Investment Tax Credit
Total FIT

(B OF AFPRDIX C-3)
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APPENDIX D=3

SQUTHERN CALIFORNIA WATER COMPANY

QJAI DISTRICT

Comparisons of typical bills for residential metered customers of

various usage level and average level at present and authorized rates for
the year 1984.

General Metered Service
5/8 ® 3/4~inch meters

Monthly Usage At Present At Authorized Percent
Rates Rates Increase

(Cubic Feet)

300 4£3.18%
500 - 35.66
1,000 27.97
2,000 23.15
2,280 22.51
3,000 21.36

5,000 19.85
10,000 18.67

(END OF APPENDIX D=3)
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VI -~ INFORMAL PUBLIC MEETINGS

The hearing in this mattex was prececded by informal
public meetings in each of the four districts. The meetings were
conducted by agpplicant and Commission staff to provide customers
an opportunity to express thelr views and to give applicant &n
opportunity to explain its request and respond to customer:
questions in an informal setting. Notice of the meetings was
sent to customers by mail, :

For the Bay District, the meeting was held on
November 7, 1983 at 7:30 p.m. in West Pittsburg. Twenty customers
attended. They expressed opposition to any increase so long as

water quality is not impro::i/;ﬁé described umpleasant smells

-~

and dirty water.

For the Clearlake’ District, the meeting was held on
November 9, 1983 at 7:30 p.m. Iz Clearlake Park. Sixty-six
customers attended. Magy customers expressed opposition to the
magnitude of the propdsed increase and most had complaints about
the water quality, especially the foul smell in September and
October. There were also complaints about slow or incomplete
maintenance. Tbs/&alifornia Department of Health Services (DHS)
presented the ission with a list of recommended Improvements
including turbidity alarms for the two £iltration plants, a main
replacement pyégram, and a study of the objectionable smells and
tagstes. All these programs are now under way.

For the 0jai District, the wmeeting was held at 7:30 p.z.
on Novembe:fls, 1983 in 0jal. Tive customers attended. Two
complained’ of the large number of main breaks and leaks acnd
recommended more maintenance and an accelerated replacement
progran. Omne complained of occasional 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 827 in 1984 for the average residential customer).
Govermment officials ¢claimed that the customers could not afford

-9-
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the proposed rates, pointing out that about 407 of the local
population is umemployed and about 707, receive some kind of
govermment assistance. Many also complained about water quality,
particularly the bhigh sodium content which is particularly
unkeglthful for the elderly who comprise a large segment of the
population., The rwesult of a laboratory ﬁgaligis of local water
showing a sodium content of 124 nilligrams per liter was
presented by one customer.

VII ~ PUBLIC BEARINGS

Because of the mumber of service complaints, further

public hearings were held before the ALJ in three of the four
districts.

Calipatria-Niland

Fifty-two people attended the daytime public bearing in
Calipatria. Of thoiﬁc 29 indicated that they purchased water
for drinking. Those that made statements variously complained
that the water taﬁ%es bad, leaves a residue on dishes when they
are rinsed, corrodes pipes, has a strong chlorine smell, and
is too bhigh ig/godxum.

Most people mentiomed thke very high level of
unemploymen/ and high percentage of retired people on fixed
incomes in the area. They claimed that these people would be

unable to /shoulder the burden of the increase requested by
applican?.

/ There is mo question that the water im Calipatria-
Nilandlds ot the most aesthetically pleasing water.
This district is situated near the southern end of the Imperial
valley. The water 1s purchased £rom the Imperial Irrigationm
District which gets it from the Colorado River. 3By the time
the river gets into that part of the State, the water bhas been
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used, added to, and reused countless times, Ixn fact, because

of the pature of its water source SCWC had to Iimstall £iltration
facilities in both Calipatria and Niland in oré;r to meet
Federal Clean Water Act requirements which;/in California, are
enforced by the DHS. SCWC also chlorinaﬁgs the water to assure
that the bacterial level remains im 5p£%ormance with DES's
requirements. According to the regular water tests submitted
in evidence by SCWC, it does meet/State and Federal water
quality standards. Unfortunately for those elderly persoms
and others who must minimize their salt intake, the State sets
no limit for sodium in.watez/&upplies.

Further, as app%#éan:'s president pointed out to the
people of Calipatria—Nil§nd, SCWC already has a per customer
{nvestment of over $1,000--one of the highest cost systems
SCWC has. Thkat is why/rates are as high as they are now and
any additional treatment facilities would simply raige those
rates even further. ’

Furthermore, it is doubtful that any treatment could
be pursued that ?ﬁgld appreciably improve the sodium problem.
When the ALY cos;acted the reglonal office of DHS, which has
Jurisdiction over watexr purveyors in Impexrial County, she was
informed by engineer Kirk Campbell that in recent tests of
Calipatria—Ni%and water sodium levels had shown levels of 126

.to 142 milligrams per cubic meter and that medical professionals
often reccmdénd heart patients avoid water with more tharn 10 or
20 milligra&s per cubic meter. Campbell went on to point out
tkat the réason no standard for sodium exists in the Safe
Drinking Water Act 1is that to date the Envirommental Protection

Agency (EPA) koows of mo effective affordable way of removing
ic.




»

A.84~09-39 et al. ALJ/emk/3it

. Glver this Iaformatior and our further knowledge that
the two filtration facilities have had the added bepefit of
greatly ixproving water pressure in both comrunities, we believe
any further water treatment would create an unacceptable burden
for the ratepayers of these commmities.

Clearlake

Attendance at the public hearingz ir Clearlake was
owmerically similar to that im Calipatria. Also, like Calipatria,
the Clearlake commmity is comprised of alygf§ large component
of retired people on small £ixed incomeg/and Lamilies with low
incomes. As a result, the majority of those who spoke described
their imability to cope with increasingly large utility bills,
There were service complaints too.

The water io this district is drawn from the lake,
then.treated and distributed, h of tke system is quite old
and gsome of the pipes are laid very close to the surface of the
ground. Further, in the summer the lake Iis often extensively
invaded by algae blooms. se blooms c¢reate taste and odor
problexs that are ameliordéed by SCWC with chlorination. This
sometimes leaves 2 gtrong chlorine taste. Many residents
mentioned this and stated that they bought bottled water for
drinking in summer. Dé%ald Saddoris, SCWC's northern division
manager, explained in /his testimony durinz the evidentiary
hearing that SCWC is participating with several other utilities
that draw water from the lake and with the DHS on a water treat-

ment study designed to deal more effectively with this taste ané
odor problem.
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Another service complaint was that water reaches as
much as 1009 F. in summer because water pipes are so close to
ground surface. According to the testimony of Donald Twomley,
SCWC's manager of operatioms, the shallow malns that allow water
to heat up in summer are among those schedulsﬁ/for replacement
in the three~-year capital improvement prozrzam planned for
Clearlake. These replacements will alsg/alleviaze general
pressure problems, which several complained about, he says.

Two people described an omplete restoration of
San Joaquin Road after the main was replaced there. Saddoris
explained that the problem was tife result of a dispute between
applicant aad a contractor. % sald the company was presently
in the process of hiring another contractor to £inish the work.

Twomley alse testified that Exhibit 10 shows that this
district meets or exceeds all physical and mineral comtent
standards set out by 2&2/, He also explained that the reason
one person was occasiomlly receiving no water was that his
bouse is 115 feet higﬁér than the meter and the pressure. pump
the customer has 1s Jocated near the house rather than at the
meter where it would be more effective. 7Twomley stated ke
would explain this/to the customer and suggest it be moved.

One person compld&ned of excessive sard whick required him o
clean bis faucets very often. However, Exhibit 10 indicates
that the sand levels are apparently within the DHS's requirements.

We/are satisfied with the responses of SCWC to each
of these service problems and do mot think <he complaints warrant
further action in Clearlake.
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Bay Districet )

The public hearing for Bay District was held in the
City Council Meeting Room in Pittsburg. Bay District primarily
serves the commmity of West Pittsburg, which is adjacent to
Pittsburz. Only f£ive or six people attended thé‘hearing. Four
of them spoke. Ome spoke of others wko heg/éﬁmplained to him

of discoloration, a fishy smell, the smeXl of chlorine and sand
and mud.

A member of the County BoZrd of Supervisors stated
that water quality is always an issue at town meetings ke holds
in the commurity. He suggested/that even though the water meets
the "tecknical legal requirements of safe drinking water" the
consumers are dissatisfied with it and, therefore, any rate
increase should be tied to/;ater quality Improvements. The
gupervisor turned over sé@eral letters and records of telephomed

complaints about Bay District received by his office.

One custome /askcd about the company'’'s deposit policy,
whick she had apparently 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 problens
exist bere as exist in the Clearxrlake District. There are also
marny complaints/of saltircess in the sumertime,

Bay District takes itrs water from the Contra Costa Caral
which is subject to fluctuations Iin the Sacramento-San Joaquin
delta which empties into the ocean via the San Francisco Bay.
Its location accounts for seasonal £luctuation in salt content
as well mineral and biological content.
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As to the correspondence from the county supervisor,
SCAC checked eack iZem and comcluded that all but onme related o
problems whichk had been brought to the attention of SCWC and zhe
Commission by the supervisor im 1982 and had been successfully
resolved. The final item, baving to do with rude treatment of
a customer {n August 1983, was investigated by the district
superintendent who personally visited the customer and reports
that the problem has been sazisfactorily fesolved.

Azain, as with the prior twodistricts, Bay District
does nmot have the highest quality wareyw, bdut it does medt
all standards for purity est&blis/ d by the State, and we will
not require more. We are sa:isﬁied that all service complaints
involving Bay District have beea reasonably resolved,
04ai District

The director of lic works for the City of Ojai,
Kerzmeth Gilbert, appeared at the hearing in Los Angeles omn
Jamiary 20 to make a stagpment. While he supported staff's
‘recommendation, he complained of much wasted water and street
damage due to unrepaired leaks. He requested that a more
ambitious main replacement program be undertaken in 0jai,
suggesting $100,000 pér vear amortized over five years., He
claimed the city council would go along with a rate increase
3% higher than recd&mended by staff Lf the money were used in
this way. He alsd/requesced a better preventive maintenance
program, suggesting that 1if would require additional persounel.

ile we see no basis for the $100,000 £igure used

by Gilbert, we égree that a main replacemernt program should be
established and followed in the 0jai District. Without further
facts to support it, we are not willing to agree that the district
needs further personnel to meet its maintenance needs,
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VIII - NEED FOR RATE RELIEF

In each of the four applications applicant estimates
a rate of return based on present rates and £inds it o be
depressed. Applicant contends that this is "mainly caused by
Increases in the costs of purchased water and power, labor,
postage, payroll taxes, income taxes, liability ingurance,
depreciation, increased rate base, and increased cost of capital
since these costs were last considered/by the Commigsion in
setting rates."

IX - RATE/OF RETURN

Applicant asks for a/{;z return on equity in each
application. Staff recommendg a raage of betweer 14.57 and 157
as a reasonable rate of rsﬁérn. Applicant argues that staff's
recommendation fails to recognize the difference in the risks
and benefits of a th y capitalized company such as SCWC as
compared to other comparable companies. Thin capitalization
refers to capitaliza:ion baving 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
gigher risk to investors;

2, /Investors expecting to earn & higher
return on a relatively higher risk
investment;

%[ A savings in capital costs over what

a gypical utility would experiecnce;
an

4. Less likelibood of achieving authorized
rate of retumm.
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As & consequence of these factors, applicant states that a thinly
capitalized company can {and must) allocate a portiom of the
savings in c¢apital costs to its equity investors ard still will
not show any higher customer costs than customers wou%gfofher-
wise pay with respect to the rate base on a less highly capitalized
utilicy.

By example, applicant claims (see Exhibits 24 and 31)
that if we granted it a rate of return of 26.30%Z, customers
would not pay any higher amount for use/0f capital than the
customers of California Water Servieg/;nd San Jose Water Company
pay as a result of the 14.57 rate ¢f return granted to eackh of
tkem,respectively, in D.83~12-037/and D.84-01l~042. This is so,
applicant clains, because these two utilities have much hizher
equity ratios than does SCWC’/

Staff witness :7/4;13 revente requirexments issue,
Christopher Blunt, agreed in his testimony that investors do
expect a slizghtly highe{,return £roz a highly leveraged (greater
percentage of debt :;/équity, L{.e. thinly capitalized) company,
but added that for a/regulated industry expectations are not for
very much morze. He/claimed tkat the amounts SCWC was seeking
overstated such %ilexpectation and he stated that his recommend-
ation reflects the slightly higher returm expectation.

Furthérmore, staff points out that SCWC has failed to
consider possible higher iaterest charges resulting from perceived
greater finegéial risk associated with thinmer equity.
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We are persuaded by staff's analysis of this issue.
We are not persuaded by SCWC's claims about the effects of £hin
capitalization, and we believe SCWC's claims are overstated.
Furthermore, we see no good reaszon £or rewarding management's
decision to be thinly capitalized. We are also aware of the
fact that 2 14.50% return on eguity was granted £or sé;eral
similar major water utilities in California recepfly and their
service levels were much better than that of tﬁg;e four districss.
Although we consider the service levels for/these districts are
satisfactory, we £ind the service levels £0 be somewhat below
average. TFurthermore, ¢granting a higher return on eguity for
thin equity will encourage SCAC o rzemain that way and it would
not be in the best interest of its/gztepaye:s or its shazeholders
because such thin eguity capital/will place itself at unnecessaril
risky £inancial position. Thefefore, we conclude that the'%ow ené
of staff's recommended range/-14.50%-~is the most reasonable rate
of return on equity anéd weAill adopt that figure.
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Rates of return for the test years are adopted as
follows:

Test Period 1984, 19857 and 1986

Capitalization Weighted
Component Ratio Cost Cost

1984

Long~term Debt 49.007% 4.73%
Bank Loanus 1.00 0.11
Preferred Stock 13.00 1.07
Common Stock Equity 37.00

Total T00.00%

1985

Long~term Debt 49.007
Bank Loans 1.00
Preferred Stock 13.00
Common Stock Equity 37.00

Total 100.00%

1986

Long~term Debt 49.007
Bank Loans 1.00
Preferred /Stock 13.00
Common %;ock Equity 37.00

Total 100.007
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X = RESULTS OF OPERATIONS

To evaluate the need for a rate increase, witnesses
for applicant and staff have analyzed and estimated for test
years 1984 and 1985 applicant's operating revenues, operating
expenses, and rate base for eacn distriect. For the most part,
applicant stipulated to the reasomableness of taff's estimates
which were based in part on later information than that avalilable
when applicant f£inalized its basic stnd:es. The areas of
disagreement and the summaries of ea:nings whick we adopt are
set forth below.

A. Customer Growth in Bay
and Clearlake Districts

Applicant and staff used different means of projecting
growth for commercial metéééd customers in Bay and Clearlake
districts. Comsequently their revenue projections differ.
Staff's witness testified that e estimated these customers
for 1984 and 1985 based on gverage wecorded services for the
five~-year period of 1978 to 1982. The average increase for
Clearlake Distrid/ was 70 customers per year; the average for
Bay District was 111 customers per year.

App;icanz s methodology is wmclear but was somehow
projected from recorded data for November and December 1983.
Applicant cémplains that the 1983 recorded data belie the
accuracy of staff’'s method. We agree that nore recent data
should he reflected. Therefore, using the table which
applican: extrapolated from the testimony and attached to its
posc-hearing brief and projecting a similar linear growth for
average mumber 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 District. 3By adding the
average growth calculated by staff to these more recent figures
we derive what appears to be 2 more accurate projection of growth

which we will adopt. The figures are showmn In the following
tabulation: '

L
L

Projected Commercizl Metered -
Customer Growth ///////
1984 1985
District Star:z  Company  Acopted Starf  Company  Adopted

Bay 3,300 3,194 3,227 541l 3,263 3,338
Clearlake 2,195 2,108 2,146 2,265 2,141 2,216

B. Filter Surface Washers
in Bavy District

Another area of disagreemen: iz whether the cost of
£ilter surface washers should/be included {a rate base for Bay
District in 1984 and 1985. /These washers are devices which

alleviate the problem of /mud ball" accumulation during the
backwashing of the £ilter sand.

According to/ applicant's division manager, Don Saddoris,
backwashing is & reversal of water flow back through the filter
sand to break up i}ay deposits and unsettleable material which
accumzlate on the surface of the sand ultimately causing a
head loss iz the/filter. Generally, however, backwashing alone
is insufficien: to break up all the particles. ° The omes that
are not broken up form into mud balls which get larger and larger
ungil, if :hey are not removed, they eventually break through
the filter letting sand into the system.
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One way of removing these mud balls is manually.

This requires a worker to climb Iinto a cylinder of 6 or 8 feet
in diameter through a l4-inck machole and 1ift out the mud balls
with a sieve and hand them up to someone ocutside the”&jlinder.
Another alternative Is the filter surface washpréf' These devices
are mozzles located two to four imches above the sand which come
on for two to three minutes just prior co/éhe backwash. They
shoot jets of water on top of the clay causing it to break up
prior to the backwash, making the backwash more efficient.
Saddoris stated that surface wasers eliminate the mud ball
problem dy 70 or 80%. =e a;;o stated he has not

Beard of a new f£ilter being/instslled without surface washers

in recect years.

Staff is of ;he opinion that the surface washers are
unnecessary in the Bay District., This is bdased on a conversation
which a staff witness had during a fleld favestigatiom of the
Bay District planu/during_which be was informed that the mud
ball problem,wai/éaused by operator error and had virtuaily
disappeared s%pce a certain employee lefr the company and proper
operating procedures were instituted.

When questionmed about this at the hearing Saddoris
stated that several years age there was an employee at the Bay
Distric;,ﬁlant who did not backwash often enough and therefore
a major 'mud ball problem occurred with mud balls "maybe the
size of baseballs"; but he wen: on to explain shat
even when operated correctly, there is 2 mud ball problex with:
these £ilters that surface washers can help alleviate.
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Staff contends that if we do permit rate base to
include an expenditure 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 expemse since the only evidence on tne ‘{ssue is
Saddoris' testimony that some £ilters that do nox’h&ve surface
waskers have to be checked at least amnuall gyand cleaning out
the mud balls can take many houvrs of time~hich the enployee
could be devoting to other tasks.

C. Timirng of Major Plant Addipioms
in Clearlake and Q0jai Districts

Applicant wishes to irélude all its planped main
replacement costs for test yedés afcer thelr projected completion
in Clearlake and 0jal as plant {in gervice. Staff contends that
some of these projects maifnoc be completed on time and that
there is a possibilicy /:’hac this money will simply be a windfall
to applicant., Therefore, staff recommends that certain items be
excluded from rate ése at this time acd that we deviate from
our mormal practi and autborize an advice letter offset
proceeding vhereby SCWC <Ls permitted to file an advice letter
requesting an af‘setting increase upon timely completion of
each project

A/%taff witness testified that he believed the procedure
to be necessary because a $15,000 retaining wall was included in
CIearlake”s last general rate case rate authorizatiom, but it was
not :imely 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 omnly want to izmplement such action wnere there
was strong evidence that the company's projections were unreliable,
gince the costs and workload increase to staff and the company
would otherwise be unreasomable. In this case, while the record
never explained what happened to the retalining wall in Clearlake,
we see no evidersze that fallure to accomplésh”}rojected main
replacements on time is a serious prob%pmffor this company in
elither Clearlake or Ojal or that SCWC has ever experilenced z
windfall £rom such circumstances.

As to Clearlakes, apg} cant's witness Twomley described
what he called a 'backbone” ee~year main replacement program
going from one end of thg/syszem to the other. The progran
commenced in 1983, In 1983 SCWC's estimated capiral budget in
Clearlake was $165,600{’ However, SCWC actually spent arovnd
$243,000 that yearigven though of this ome of the projected
jobs was only about 607 completed in Jamuary 1984 because of
bidding problems’/ Two main replacement jobs are planned for
1984 Iin approximate amounts of $98,300 and $94,000. The first
was to be wo:ﬁ;ordered in March 1984, The 1985 projects are
for $18,000 and $82,200. In adéition to these, Staff proposes an advice
letter offset for the cost of land ($36,800) which SCAC plans to buy in
1985 in géder te relocate part of a treatment plant and the
cost of/high turbldity alarms in both treatment plants and an
autcmaéic skutdown device for one plant estimated to total
$16,000 and scheduled for work order im Jume 1984, Twomley
testified that, in his opiniom, 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 xmoved up to 1984 after
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the problem was ralsed by a representative of DHS at the public
meeting in late 1983, noting that SCWC has s writter commitment
to DHS to f£inish these projects in 1984,

With respect to Ojai, staff recommends an advice letter offset
for $49,600 in' prosected main replacements for 1984. Applicant's witmess,
Joseph Young, testified that the project is already under way,
that SCWC bas promised the City of 0Ojai that it will continue
to complete the job, ard that the work 13 necessary to bring
down water loss im Ojai. Twomley testified that the 198 phase
of the project was scheduled to be work-ordered iz March 1984
and would hopefully be completed by mid-year. He said that
originally zhis project was scheduled to be done three phases
in 1983, 1984, and 1985, but when company and staff visited
the site, the leaks and unexpectedly rapid deterioration of
the pipe, plus Imput from Qjai's director of public works, XKen
Gilbexrt, convinced SCWC to revise its/gﬁdge: to complete the
work in 1984, Twomley stated he wrote a letter to Gilbert making
a £irm commitment to do the worK as early in 1984 as pogsible.
Further, Twomley pointed out that SCWC had already completed
({n January 1984) a main gpplacencnt project budgeted for March
1984 in the amoumt of $3,000.

We are convinced by this testimony that tkhere Iis no
reason to believe théé applicant will fail zo complete these
projects on time aﬁé that staff's proposal would ummecessarily
burden both the démpany and the staff itself.

ah:/fg order to ensure that the ratepayers receive the
benefits of/iép:oved service f£rom these main replacements and other
improvements, we will have the step zate increase £or 1985 for the
Clearlake District be subject to the completion of the two nain
replacement projects (598,300 and $94,000) and turbidity alazm and
automatic shutdown system (516,000) in 1984, and the s<tep rate

~
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increase for 1986 be subject to the campleticn of the two main replacement
projects ($18,000 and $82,200) and land accuisition for relocation of part of
£ilteragion Plant Mo. 1 ($36,000) in 1985. Similarly, the Step rate increase for
1985 for the Ojai District will be subject to the camplesion of the Cuyema Road
main replacement project ($49,600) inm 1984.

Therefore, we will adopt such a rate adjustment

provision and we will permit each of these plant additioms to
remain in rate base.

D. Water Loss -~ Clearlake
District

Another area of disagrepmen: raised at the hearing was
applicant's estimate of unaccouuted-for water. Such water is
charged to the ratepayers aund includes water used in £ilterirng
operations and water lost due to leaks and the like. Applicant's
witness estimated Clearlake s unaccounted=-Lor water at 167,
admirring that his figu:ﬁffo. £iltering operations was
"somewhat ardbitrary” since there is no accurate way of measuring
tbis usage at present/

Staff's 3iéness Kazemzadeh pointed out that Clearlake's
unaccounted~£for water estimates have gone £fzom 30.87 in 1979 to
107 in 1980, :o/I§.3Z in 1981. He further noted that no major
main replacemg?t was dove between 1979 and 1980 that would
account for the large reduction. Based on this he claimed that
uraccounted~for water ia Clearlake was probably not due to large
losses through deteriorated mains, but rather through some other
problem such as malfunctioning meters, bad bookkeeping,oxr some
such maﬁégement problem. Counsidering this he concluded that
Clearlake did have the capacity for achieving a 107 maximuzm

rate for wnaccounted for water, and this 107 figure is a maximum
acceptable figure for a system such as Clearlake.
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We agree with staff's assessment of this issue. 1In
fact, we note that ome public witmess in Clearlake claimed that
bis meter remained broken 2nd unrepaired for eight months and
that of a friend went unrepaired for six morths. Therefore, we
will adopt the 10% figure for unaccounted~-for water.

E. Labor Expense o

The record in this martter reflec:ifaféée;t deal oi
staff migunderstanding of the way SCWC accounts for labor expense.
This was at least partially due to misinformation given to staff
by SCWC persommel. Two issues rege;diﬁg payroll remain unresolved.

1. Vacatiom Acecrual Factor
The Zirst 1ssue iy toe proper vacation
accruval factor to be used. This is a
percentage of expersec income which is
set aslide iaéa 14abilicy accoumt. It
accrues to »his account froz pay earnmed
while workfng and thez {s uged up o
pay the employee when he or she takes
a vacationm or holiday.

Appligéﬁt does not determine this acerval
factor on an individual basis, bus
rather on & companywide basis (see,
gemerally, Exhibit 15). Applicant uses
asvacation acerual factor of 12%.
Staff recommends that the factor only
be 10.237%. Staff's witmess, Wayne
Koerting, testified that he determined
this percentage by dividing the actual
/ vacation taken during 1982 by the total
/ payroll for 1982. This calculation does
/ not account for vacation that is accrued
during the year but not taken. Xoerting
justified this by noting that only five
days vacation may be carried over ome
year to the pext. Anything beyond that
is lost if not taken and the company
never pays for it. Koerting also
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claimed that while staff would normally
look at several years' records in order
to calculate such a factor, he was

unable to do so in this case because

of time comstraints. But, he added

that he believed that since the company .
has about 400 employees, the number -
of vacatlon days taken in one year is
"reasonably representative of that taken

by the same mmber of employees over 2
number of years” ﬂ///,o

Staff witness Sung Han added that,
while SCWC's accrual factor may have
been derived by appropriate accounting
procedures (as its witméss, Christy W.
Plexous, testified), for ratemaking

it is necegsary to reduce working cash
allowance by the amount of the future
liability remaining in the vacation
accrual account,) Since this has not
been done he concludes that stasf's
figure is appropriate.

We £ind staf€'s explanacidn persuasive
and we will adopt its vacation accrual
factor 0£/10.23%.

2. Wage Esdglation Factors
TEE second unresolved payroll issce has
to do/with escalatiorn factors. Applicant
uged/a 6% wage escalation factor without
any/adjustzent for growth for both 1984
and 1985. Staff relied on wage escala-
tion rates determined by our Revemue
equirements Division. For 1984, the
//iate s 4.37 and for 1985, it is 5.27.
An additional 0.27 is added each year
/ Lo compensate for growth in the Calipatria-
/ Niland and Ojai Districts. Similarly, C.9% and 1.0%
4 ‘for 1984 and 1985 are adCed 40 the Bawv Districs =ay-
roll and 0.7% and 0.8% for 1984 and 1985 are acded “o
the Clearlake District mayroll.

Neither staff nor applicant acquiesced o the other's
calculatior: and neither addressed the izsue in arqument.
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Applicant's report merely notes that
"expense levels are projected on the
basis of recent operating experience”
(see, e.g. Exhibit 5, Chapter 5,
paragraph 2). Staff points our that
SCWC's average wages per employece
have "outpaced both the average .

CPI and the Californmia wage index
for the past five years."

¢.g. Exhibic 16, Chapter

graph 3.13.) Based on

tion, we will adopt srAff's escalation
factors which total 4.5% in 1984 and
5.4% in 1985,

In several recent detisions we have expressed qualms about
staff’'s reliance on cost of/living indexes. In D.83-12-037, California
Water Service's last rate/proceeding we stated:

“"Cost of living indéxes are not acceptable surrogates for
anticipated wage/levels, in our opinion. We will, of
course, accept gost of living evidence in the furure,
but we invite the parties to produce expanded showings

0 on labor costs in future applications.” (Mimeo, p. 21)

Earlfﬁz. in a deeision involving San Gabriel Valley Water
Company, we delincated the reasons for our discomfor::

"In this rate setting process, the Commission's obligation to
ratepayers to maintain reasonable utility rates and high
quality service is fundamental. This obligation, however.
cannof be met or sustained if a utility is placed at 2
competitive disadvantage in skilled laber markets by
allowances for forccasted wage adjustments that limic
wages and salary increases to cost-of-livinz escalators
wnile denying employees the opportunity to participate
in productivity advances in the utility or in the
economy. OQur basie 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 operatioms, including

access to skilled labor markets and the maintenance of
a qualified utility workforce.

¥ e

"We will adopt staff's labor escalation rate as a more
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 taat
precludes or limits SGVWC from addressing its skill
requirements in the context of actually establishing
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or negotiating wage adjustments. 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 1f a revenue requirement Xs set
using an inflation index for wages, real wage gains
could accrue out of unexpected reductios in other
cost categories or productivity gains by the company
as a whole. Management xetains the xesponsibility
for setting actual wages.” (D.83-x0-002, Mimeo,

Pp. 13-14).

We are disappointed that these concerns have not been
addressed by the parties in this pfoceeding, and hope that future
records will contain explicit andlysis and discussion of these issues,

F. Summaries of Earnin 1

Based on the foregging, the tables whicn follow set
forth the adopted operating results for each district for test
years 1984 and 1935 at rates authorized by this decision.l/

Table 1 shows results %Pr the Bay District, Table 2 for Clearlake

District, Table 3 for Lalipatria~-Niland District, and Table 4
for 0jai District.

For Caliﬁatria-xiland Distriecs, the large adopted increase f£or
1984 triggers our policy of pnasing in annual base rate
increases in excess of 50%. By holding the first test year

to 50%, we will grant applicant a revenue increase of $163,600
in 1984, The difference in revenue between 50% and wnat
would otherwise be authorized, plus interest at the adopted

11.46% rate of return for 1934, will be added to the authorized
increase for Calipatria~Niland 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 attrition after test year 1985. This 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 1985 has an
operational component and a financial compoﬁé;t. Its financial
coumponent is the same for all districci/xﬂé is the adopted
estimate of financial attrition in raré of return of 0.14%
between 1985 and 1986 (i.e. the difference between the rates
of return of 11.67% and 11.53% foé(years 1986 and 1985,
respectively)., Its operationg} component, which is different
for each district, is the decline in the 1984 rate of return of
11.28% to a lower level for/i985 at the rates authorized for

1984.

The following/é:;ulation shows, Dy district, the
operationgl attritioe/Qate, cozbined financial-operational
attrition rate, and the revenue increase necessary to offset
the attrition in rate of return after test year 1985:

Combined
Financial~ 0ffset Revenue
Operational Opexational Increase
Distriet | Attrition Attrition (Step Increase)

Bay 0.33% 0.47 $10,700
Clearlake 0.74 0.8¢ 27,100
Calipatria-Niland  ¢.40 0.54 14,800

OjJai < . 0.36 0.50 17,000
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G. Amortization of Balancinc Account

taff recommends that, at the time when the decision
is t0 be issued, if the accumulated over- or undercollection of
balancing account exceeds 2% of the adopted revenue for these
districts then the balance be amortized over one-year period
except Loxr the Clearlake District. For the Clearlake Districe,
taff recommends that the undercollection on the balanéing
account be amortized over a three-year periocd to :dé;ce the
impact of such amortization. SCWC concurs wish/Szaff.
Based on the undercollection balance 0f $45,957 for the Say
District and §59,217 for the Clearlake Diségiit as of
December 31, 1983, an additional charge/0f $0.064 per 100 cubic
feet of water usage will be applied watil June 30, 1985 for th
Bay District and an additional chapGe of $0.120 pex 100 cubic

feet of water usage will be apa}:ég until June 30, 1987 for the
Clearlake Districs:. Similarly; dased on the overcollection

balance of $48,645 as of Decgfber 31, 1983, a credit of $0.063

per 100 cubic feet of wat€, usage will de applied until June 30,
1985 for the Ojai Districet.
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XI - POMP IFTICIENCY

. Applicant bas established 2 plan to test pumps not
less than every two years &nd has & program £o correct pumps

that are deterlorating or fall izto the "low" raiézg/as
establisbed by efficlency tests conducted by Pac Gas and

Electric Campany, Southern California Edison Corpany, sCiC.,
By district, staff made the foll reports
(Exhibits 14, 15, 16, and 17) on pump efficiencies:

BagyDistrict - Of nine boostg:/bumps,
seven are rated excellent and two fair.
Eight of the vine were tested in 1983,

Clearlske District - Thére are 14
booster pumps. Jhree/are rated low,
three fair, two goodf and six excellent.
All the pumps 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

1% borsepower. Smaller pumps often
have poorer /efficiencies.

Calivatria-Niland District - There are
seven pooster pumps. OUne 1s rated low,
two good, three excellent, and one

on standby status is gas-powered and
therefors not ratable under these
standards. The pump rated low is
scheduled for redesign. Two 0f the

pumps were tested in 1983 and four in
1282.

Ofai District - There are 12 booster pumps
nd tour well pumps. OQf the booster
///;umpc, four are rated fair, two good,

7 five excellent, and one is rew and has
not been tested.

0f the well pumps, two are rated fair
and two good. Eleven of the pumps
wvere teszed in 1983,

We £ind SCWC's plan to be sufficient to assure its pumps to be
. operating adequately.
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XII - CUSTOMER SERVICE.

In its reports (Exhibits 14 through 17), staff states

that the following complaints were investigated and resolved by
applicant in 1983: s

Number of Complaints in 1983///

District Quality Pressure Billidg’ Miscellaneous Total

Bay 48 21 95 8 172
Clearlake 62 10 129 27 228
Calipatria-Niland 14 3 33 59

0jai 72 7 164 240 546

As to all four d:‘.strmts, staff observed that most of
these complaints were resolved quickly and in a satisfactory
manner. Therefore, staff concluded that gervice was satisfactory.
Based on this assessment znd the discussion of the izformal meeting
beld in each district a.nd the pudblic hearing held in three of the
districts, we agree tha.‘t service is satisfactory.




A.84-09-39 et al. ALJI/emk

XIII - RATE DESIGN

Applicant proposes mo changes in its rate scpedéie
design except in the Clearlake District. There it ‘6§oses to
change its minimm rate structure for metered service to a
structure which includes a service charge plué/éuanzity rates.
BEowever, applicant proposes to make the £irst 300 cubic feet
free of charge.

Staff agrees with the cha To a service charge
structure, but notthe free water. fﬁs:ead, gtaff recoumends
that the first 300 cubic feet be oOue~-half the quantity rate
for quantities over 300 cubic feet. Applicant has stipulated
to staff's recommended design/;nd we agree that it better reflects
our counservation concerns iﬁfrate-seCting.

Additionally, wé/agxee with staff's recommendacion that,
due to Clearlake's large/number of vacation-time customers and
mobile home customers who have a sma2ll annual consumption per
service comnection, 66% of the revenues should be collected
through the service/;harge. This seems like the most reasounable
way of assuring 5&3: part-time users shoulder their fair share
of the utility’s’ £ixed costs.

We also agree with staff's recommendation to change
applicant’s p£Oposed rate design for the Ojai District somewhat
so that, pgféuan: to our policy, the accumulated inecrease in
lifeline rate remains 257 less tkan that of the average rate.
Applicant has also stipulated to this charnge.
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XIV « FINDINGS AND CONCLUSIONS
Findings 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, Clearlake, Calipatria-Niland, and 01 districts
are reasonable, The related return on commonr’equity is a
constant 14.50%.

2. Applicant's pump efficiency i{s satisfactory in each
district.

3. Applicant's water quality in each district meets all
standards established by the federal Enviromental Protection
Agency and by the Califormia egpaztmen: of Health Services.

4, Bay, Calipatria-Niland, and Clearlake discricts all
bave water taste and odor problems due to their sources of
supply. Applicant is tak{ng all reasomable steps to ameliorate
these problems.

‘S Calipatria- iland and Bay districts sometimeshave
very high levels of odium chloride. Since there 1s no economic~
ally feasible tec?nology to eliminate sodium chloride from water,
applicant should not be reguired £o take any action resaréing this
problem. //r

6. Apg}ican:‘s service is adequate in each district
given the c%;cumStances described in this decision.

7. 7The adopted estimates of operating revenues, operating
expensesﬂ/énd rate bagse for the test years 1984 and 1985, as
set forth in Tables 1, 2, 3, arnd &4 of this decision, together
with the described additiomal revenue requirement for 1986 due
to attrition, reasonadbly indicate the results of operation for
applicant's Bay, Clearlake, Calipatria-Nilasd, and Ojai districts.
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8. The adopted rate design for each digtrict ILs consistent
with the Commicsion's water coaservation policies and is reasonable.

9. The adopted £igures for projected customer szowthfzn
the Bay and Clearlake districts are reasonable.

10. It is appropriate to allow the cost of £ilter surface
washers in rate base in the Bay Distcricet.

1l. It Zs appropriate to allow costs of major plant
additions planped for the Clearlake and Oja digtricts to be
included as plant in service after their pcojectcd completion
dates without requiring applicant to file an advice letter
requesting an offset upon completion of each project. But it is
reasonable to have the step rate in 'gases Sor 1985 and 19846 for
the Clearlake District and £or 1985 for the Qjai Digtrict be sub-
ject to the completion of major glant adéicions.

12, Clearlake District gas the capacity £o keep its
unaccounted-for water at & 107% maximm, Therefore, the adopted
10% figure is reasomable.

13, Stasf's reccmmspded vacation accrual factor of 10.23%
is reasonable for all districts.

14, Staff's recoﬁ;ended wage escalation factors of 4.5%
for 1984 and 5.4% fo:/iQBS are reasozzble.

15. Thke rates /of return gpecified in Finding of Fact 1,
above, require the/following increases:

1984 1985
Districe Amount Percent Amount Percent

Bay $ 64,500 11.4% $11,400 1.8%
Clearlake 139,500 36.6 40,760 7.6

Calipatria-N{land 197,400 60.2 19,200 3.6

Ojadi 149,600 22.2 23,2C¢C 2.9
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a. To mitigate the effect of the large 1984
increase in the Calipatria-Niland District,
the revenue increase will be held’to . =
$163,600 'in 1984 with further increases of $71,600
in 1965 and a reduction of '$3,500 id 19g6.
Interest on the deferred portion of 1584
required revenue increase at the adopted
rate of return will emsure that applicant
is adequately compensated for the deferral.
The other increases are reasouable,

Conclusions of Law

1. 7Tbe adopted rates are/just, reasonable, and
nondiscrininatory for the fu/ e.

2. The application should be granted £6 the extent provided
by the following orxrder.

3. Becavse of the diate need for additional revenue,
the following order shorld be effective today.

® : / ORDER

IT IS ORDERED that:
1. Southern/California Water Company is authborized to
£ile for its Bay,/ Clearlake, Calipatria-Niland, and Ojai districts,
effective today / the revised rate schedules set forth iz Apperdix 4,3,
'C, and D, series to/this decision. The effective date of the revised schedules
shall be the date of the filing. The xrevised schedules shall
apply only to service rendered on and after their effective date.
2. On or after November 15, 1984 applicant is guthorized
to file a;n/ advice letter, with appropriate work papers, requesting
the step rate Increase for 1985 ircluded in Apperndix A, 3, C, and D
< series, or to file a lesser increase which includes a wniform cents mer 100 cubic
feet of water adjustvent for Ascendix A, B, C, and D series for Bay,
" Cledrlake, Calipatria=Niland, or Ojai, respactively, in the event thas districe's
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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.}ower of (a) the rate of return

found reasonable by the Commission for applicant during the cor-
responding period in the thenm most recent rate decision oz (b) 11.28%. y//
This filing shall comply with General Order Series 96. '
The £iling shall include a report of .completion: foz/ég; main re-
placement projects (Project 53-123 - $98;360 and P:oject/{B-lm - $94,000)

and an a2larm and automatic shutdown system (516,660) in the Clearlake
District, and a letter of completion for the Cé&ama Road main re-
placement project ($49,000) in the Ojai Déﬁrfict. The requested

step rates shall be reviewed by staff to determine their conformity
with this order and shall go into effecY upon staff's determination
of conformity. Staff shall inform the Commission if it finds that
the preposed step rates are not in Pccord with this decision, and

the Commission may then modify the/increase. The effective Jdate of
the revised schedules shall be nd/earliez than Januvary 1, 1985, or

30 days after the filing of tyg/step rates, whichever is later. The
revised schedules shall appleonly £0 service rendered on and after

-

their effective date. ,

3. On or after Noveﬁ%e: 15, 1985, applicant is authorized to
file an advice letter, with appropriate work papers, requesting the
step rate increases fo:'1986vincluded in Appendix A, B, C, and D
sexies, or to file a lesser increase which includes a uniform cents
pexr 100 cubic feet of water adjustment ffbm'hppendix A, B, C, and D
series for Bay, Clearlake, Calipatria~Niland, or Qjai, respectively.
in the event that district's 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, 1985, exceeds the lower of
(a) the rate of return found reasonable Dby the Commission for
applicant during the corresponding period in the then most recent V///
rate dec¢ision or (b) 11.53%. This £iling shall comply with General
Order Series 96. The filings shall include a report of completion

. for the two main replacemént projects (Project 5L ~ $18,000 and Project 53 -
382,200) and 'the relocation and acquisition’for part of filteration plant
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(§26,000) for the Clearlake District. The requested step rates sbaii’be
reviewed by staff to determire their conformizy'wi:h/éhis ordexr
and shall go into effect upon staff's determina:fgﬁ of conformity.
Staff shall inform the Commission if it figgs/;hat the proposed
step rates are not In accord with this decision, and the Commis~
sion may then modify the increase. effective date of the
revised schedules shall be no earlier than January 1, 1986, or
30 days after the £ilinz of the srep rates, whichever is later.
The revised schedules shall apply only to service rendered on
and after their effective date,
4. The application i granted as set forth sbove.
This order is effective today.
Dated JUL/1 8 1984 » 8t San Francisco, California.

LEOXNLED ™. CRIM=S, IR.
Proniiont
VICTOR CALVD '
PRIDCILLA C. Carw
DONALD VIAL

WILLLIAY T. 3L0LTY

. Cozmiszsionorsa




