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Deciaiou'~ !'~C;§Ct NOV 7 1984 
BEFORE THE PtmLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

In the Hatter of the Application ) 
of UEHLING WA.ttR COMPANY, a ) 
california corporation, for 
Authority to Iucrease'Rates 
Charged for Water Service as 
Authorized in NOI l09-W. 

Application 83';'11-32 
(Filed November 14, 1983) 

Chris S. 'Rellas, Attorney at Law, for 
applicant. 

Javier PlaBencia, Attorney at Law, and 
Rlchird Finns~om, for the Commission 
stiff. 

OPINION 
---. ..... _---

App1ic&1lt Uehling Water Company's request for 1984, 
1985, and 1986 rate increases in thousands of dollars, in percent, 
and the authorized iUj:reaaes are summarized below. 

1984 
1985 
1986 

$159.5 
26.2 
19.4 

~1IIIf! Tn~:iSI::J 

8.n 
S.6% 

12.0 
13.0 

~/ Excludes l~ utility users fee surcharge. 
!!/ Doe. not consider rate-elasticity impact. 

77.9t 
4.1 
4.3 

~I Th1a decision defers portions of the increase 
with interest on. the deferred amounts at 13.4%. 
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The Commission has established annual caps on water 
utility rate increases which are Sot for Class A water .utilities 
and 100: for Classes B, C, and D water utilities. In this 
instance, we have treated applicant as a division of its parent, 
Park 'Water Company (Park), a Class A water utility •. Applicant 
is totally dependent on Park for operating its system aDd for 
supplying all of its capital. In adopting a 50t rate increase 
cap for applicant, we continue to aahere to this po~icy. T.he 

aeferred increases plus interest at the13.4~ rate of return 
authorized in this decision are desiqned to ~raaually. increase 
applicant • s rates. . .. 

Applicant propos.d atep incre .. es tooffaet operational 
an<! financial attrition. I'D. adopting the S4me capital· structure 
and rate of return for the three. test years, we h&ve:elim1D&ted 
financial attrition. the step rates adopted. allow for operational 
attrition • 

Under the rate increase cap. applicant'S ef£~ctive ra.te 
" , .. 

increases are $81,962 or ~o_ox in 1984, $110 • .245 or. 44.8xin 1985., 
and a rate reduction of $40,331 or 11.3% in 1986 •. The rate 
decrease ensures that within the three-year rate case cycle, the 
overall rate increases are brought back to the levels authorized. 

. , . . 
Appendix E details how the rate increase cap was- calcUlated. 
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At proposed rates applicant oriqinally believed that 
the maqnitude of its proposed increase would triqqer a lS~ 
decline in water sales which should be considered to· avoid 
reduced sales volumes that it would not be able to recover~ 
~his loss equals the decline in sales vo;umes multiplied by the 
differential between its unit purchased water cost and its 
proposed tail block rate for qeneral metered service. 

In portions of its system. applicant 1s not aeeting 
our minimum pressure requirement. during peak flow periods 
and/or fire flow requirements. Applicant vill be required to. 

file a plant replacement and 1mprovement plan and a constructlon 
schedultng plan with the Commission staff (staff) and to· file 
the scheduling plan with the State Department of Health Services 
(DBS). Iu addition. applicant will be ordered to file and 
summarize the comments and alternate proposal. of ita customers 
on the costl. benefits. and rate imPACts of :Lts proposed 
improvement plan. 

,,0, 
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Bac:1cgrcnmd 

Appl1cant provides water service "in the City of Compton 

(Compton) and in adjacent unincorporated territory in Los Angeles 
County. Park. a pub11c utility vater corporation. purchased 
applicant's common stock from Dominguez Water Corporation 
(Dominguez) on June 30. 1981 as author1ze~ in Deciaion (D.) 
92579. Applicant'. service area 1a adjacent to Park'. Central 
Basin Division service area. The systems are interconnected. 
Both service areas are within the boundaries of the adjudicated 
Central Basin Municipal Water District (CBMWD). 

Park operates and maintains applicant'. aystem aDd 
provides billing. engineering. and administrative services for 
applicant. Applicant'. operating and maintenance payroll 
expenaes are time-baaed direct payroll charges.. Park allocate a : 

maiD office expeDSes to itself and its utility subsidiaries 
using the four-factor method adopted by the C0IIIIl18.ion; division 
&dm1nistration expensea to itself and applicant (administration 
1s locally provided for Park's other aubsidlaries) using the 
four-factor method;' and common data .processinq expenses \.to 1 tself 

and its utility subsidiaries using end-of-year customers and 
monthly bills .. 

Applicant'. existing distribution system 18 a 
c01lglomeratiou of four aeparate uystearS. the firat of vhich 
vas iustalled in 1928. Over 6tr1 of the mains are undersized. 
MAny facilities need to be replaced. Applicant normally supplies 
water within its relat1ve13r flat service area at presSUTea 

rangiDg from 40 to 60 pouncls per squAre 1nc:h (psi). But during 
periods of peak demands pressures in certain areas drop to .. 
low as 25 psi. Applicant cannot meet current fire flow atanc!arda 

. 
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in portions of its service area. We vill discuss the replacement 
program in the context of the impact such replacements could have 
en applicaDt'. rates later in th1B dec1aion. 

Approximately 991 of applicant's vater aupply bas 
been purchased from Park 8ince April 1982 at the CBMWD rate 
per acre-foot (AF) plus a $2 per AF handling charge. In 

1982 the system vas still owned by Domiuguez. The CBMND rate 
vas $227.25 at the time of the hearing. The rate increased to 
$231.29 on July 1, 1984. Applicant retired all but ODe of its 
wells, which is used as an emergency supply, because they were 
ic poor condition. Park leases and pumps applicant's adjudicated 
vater rights less 10 AF per year pumped from applicant'. rema1D1ug 
veIl plus the water rights applicant leases from Domiuguez (vhich 
expires 1D 1984). the lease rate for applicaut' a rights, credited 
agafest ita purchased water costs, ia $2 above the coat of 
purchased water less applicable replen1shme~t, purchased power. 
pumping operation. and pumping maintenance expenses per J3. Aside 
from the $2 .handling charge,. Park leases these water r1ghcs. at the 
d:tfferent1a1 between pumped and purchased water costs. ' Applicant' a 
reveDUe requirements would be considerably higher bad it con­
atrueted and equipped new wells ratb.eT than operate under the 
present arrangement. Furthermore, the retired wells were 
produc1ug water from aquifers v1th undes1rable che1llic.laud 
bacter1&1 characteristtes. 
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Rate of "Return 

. 

,the follOViDg tabulation abows the el_.nta of rate of 
returD. requested by applicant ~ recoaaended by staff t and the 
adopted percentag.s. The 13.401 rate of return app1:t.d to the 

adopted rate bases for 1984. 1985. and 1986 plu8 operating 
expense allowances for those year. yield. applicant'. total 
revenue requirements for those ,.ears. 

.. .. .. X~ilcant'. E8tliDiife~! Year: !ea!! . AcloeeeC1 .. . .. Item : tl}8l;-tI}8~ .. tg87+-tgUb 84 : !I}S5 : ~8~ : . 
Component 

Debt 37.6~ 44.06~ 48 .. 01 38.0% • 38.0% 
Equity 62.4 55.4 52.0 62'.0 62.0 

Coat Factor 

Debt 12.9 13.1 13.2 11.76 13.07 
Equity 15.0 15.0 15.0 Il.20 13·.60 

We1shted CoAt 

Debt 4.85 5 .. 84 6.34- 4.47 4.97 
Equity 9.36- 8.31 7.80 8.18 S.43 

Total 14.21X l4.ln 14.14% 12.65% 13.40% 

Park owns all of applicant t~. common stock. it advanee. 
fun,ds needed for plant constructi.on. Boch applicant auc:J staff 

treat theae advances as the bulk of applicant's long-term debt": 
They a180 allocate .. portion of the debt .. soc:lated with plant 

uae4~ in COIIIDOJ1 by Park and ita 8'Dbaid1&r1ea to applicant. 
Applicant assumes that Park t. advance. to it "ould increase 
throaIh 1986 due to contiuuing los ••• at present rates. This 
procedure 1Dcreues the proport1on of debt in applicant' • 

.. 
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capital atrueture. Applicant • a vitaes. Conway testified that 
funds advaDeed by Park to applicant should be as.1gDed the ........ 

'bo1ld rating be ascribes to Park at a 13.5'% rate; the cost of "Baa" 
debt has not dropped below 13.51. receDtly; and applicant's debt 
cost would be h1gber if it were an independent company· rather 
than a aubsld1&ry of Park. 

Coaway testified that the requested 1S% return on 
equity is consistent with debt interest costs and gives 
consideration to applicant'. debt-equity ratio for 1ebe test 

years 1984. 1985·. and 1986. 
Exhibit 10, a memorandum prepared by a Conmisaion 

staff (staff) fiDanc1al examiner, states that the 13.S~ debt· 
rate 18 inappropriate; Park bas not required external flnanciug 
for acme t:!me aDd aaeicipatea DO borrowings in the Dear future 

• &8 :l:ndlcated :In Park'. rate appl1catlon (A.) 83-09-47; Park 
supplies advances to applicant with internally generated funds; 
Park has recently borrowed funda from the Security Pacific Bank 
at a 12'% interest rate. which was l~'over the prime rate; 

• 

a lZI rate for those fund. is appropriate; the COl'IIIlission sbould 
adopt the same capital ratio, based on applicant's 1984 
capital structure and costa. for the three test years. In 
addition to debt costs. he considered current economic conditions, 
intll!rest rate trends. and recent rates of returt'll authorized by 
the Commission for at=11ar water utilities tn arriving at his 
recommended return of 1~.20X on applicant's equity~ . . .... 
that return on equity is the rate he recommended for 

Park 10 A.83-09-47 and it would be reasonable for the Commission 
to &dopt & 13-.2% return on equity in this proceeding • 
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In D.84-0S-0SS dated May 16, 1984 in Park's A.S3-09-47, 
we adopted the staff's recommendation for use of an average 
capitalization fo: 1984, 1985,and 198&, a 9.5~ cost of debt and 
13.20x return on equity • 

. In this decision we will also adopt the staff ,r.ecommendation 
for a three-year averaqe debt-equity ratio· (a· 38:6,2 ratio) for 
applicant. We find this reasonable since aI)plicant's capitalization 
is tied to its need for funds supplied by par~. These .advances 
are recorded as debt and are increasing over the,thre~-yearperiod, 
while equity is decreasing. To avoid skewing the return. on equity 
that would otherwise result, we will adopt an averaQe capitalization. 

. ',', 

We will adopt .a debt cost factor ofl3-.07x which is the 
averaqe of applicant's estimated composite debt costs for 1984-1986 .. 
This averaQe is composed of the weighted cost of allocated common 
plant at a cost of 9.50% which is Park's embedded, debt cost for 
the common faCilities, and advances from Park at' 13.S0X.: Our use 
of the 13. sox rate for funds advanced by Park i·s substantially 
hi9'her than Park's embedded cost of debt of 9.SX: however,'we note 
that Park has not issued debt for a'number of years and. this cost, 
may not reflect current conditions., For example, last,year, Park 
borrowed from Security Pacific at the prime rate: of:l1:.0".- plus l.0X. 

Staff recommends that we, use Park's bank loan as'indicative of the 
current cost of fmlds advanced by Park. Our adoption of "the, 13.S0X 
rate assumes that the prime rate over the three-year rate'life of 
this deciSion will average 12.Sx. We believe that 13.S0X' is reasonable 
cost for the funds advanced by Park, since applicant does not 
qenerate any funds internally arid if it had t~ issue debt of its own, 
the cost would likely be ~ubstantially higher. 

We are adoptinq a return on equity for applicant of 13.60% 
which is hi9her than the 13.20% authorized for its parent Park. 
In doing this, we recoqnize that applicant has substantially less 
equity than its parent (62x compared to Park 's 70x) ,that it has 
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a service territory that is essentially static, with no growth 
over the last several years, and that it is facinq a substantial 
need for system improvements and upgrades over the next three 
years. we expect to see these improvements made and authorize 
this hi~her return in the expectation that' applicant 'will file 
its improvement plan and undertake the improvements on 'schedule. 
In the absence of satisfactory compliance, applicant 'is 
placed on notice that the return may be reduced t~zero. In 
issuing this caution,. we note that applicant has estimated 
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ammal plant expenditure levels of $72_000,11 iDcluding $2~_OOO 
of contributed plaDt~ are extremel,. modest cOilpared to applicant'. 
estiaate of approximately $3.000_000 £or Deeded plant replaee­
Dents and/or i.provementa. 

Heari!!8s 
After notice _ cODaolidated public MetiDg &l1d public 

witness hearings were held before Adm1niatrative Law Judge 
Levander 1D. tos Angeles on March 19_ 20, and 21, 1984. 1be 
matter vas submitted aubject to- receipt of all opening staff 
brief and applicant'. closing brief on rate of return issues. 
these briefs have been received. No public wltnes. a~peared. 
Four letters protesting the increase were received, 'including 
a letter from the mayor of Compton, which 1s ducussed :til this 
decuion. Other issues raised allege applicant 1a DOt properly 
ma1'ntaiuing the system, e. g. it 18 not repairing boles in alleys 
where meters are loeated; the utility bas ignored requests to 
install a meter box cover at 14325 Atlautic Boulevard· for over 
one year; there is inadequate water pressure and inadequate fire 
protection (a business was destroyed by fire due to the lack 
of vater pressure); and the water quality i. ull8at1afactory. 

Applicant 18 re.ponsibl~ for repatra in alleys or 
easements due to ita construction activities. We cannot 
ascertain reapouibUity for repair of'the holes mentioDed in 
the letter. But applicant should. not leave open meter boxea 
uorepdred. 

1/ Appl1eant agreed to 1nc-reue ita 1984 plant experldlturea 
suff1e1entlr to offset the $2,449 average rate base impact of an 
omitted vel a:tte retirement • 

-9-
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Resules of Operations 

DurfQg the coarse of the hearing applicant and tbe 
ataff reached qre_nt on • DUlliber of differeDCe. il1 their 
respective eatfmatea of applicant'. operating result. ( .. ide 
from rate-of-return issues) for the test ,ears 1984. 1985. 
and 1986. As a result: 

1. The amounts in dispute have beeu 
narrowed to the revenue and expeuae 
estfmates which track vater conaump­
tiOD per metered public authority 
customer at present rates and 
reductions lu 8ales due to price 
elasticity at proposed rates. Both 
applicant and the staff are using a 
lot allowance for unaccounted for 
water. 

2. Applicant and the staff are in 
agreement that the escalation factors 
developed by the staff should be 
used in projecting operating expenses 
for the years 1984~ 1985. and 1986. 

3. Applicant accepts in virtually all 
other respects the staff eatfmatea of 
revenues. expenses. and rate baae. 

In Tables 1. 2. cd 3. which follow. the results for 
the test years &Dd the operating results we adopt for applicant 
are set forth. As noted above. a portion of these lncre .... 
are deferred. 

-10-
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TABLE 1 

tJEBLDG WA:l'Elt CCllPANY 
1984 SUDII&ry' of E4rn1D&1 

1984 
Pre.ent Adopted 
Rate. Ratea 

Operating Revenue $163,924 $29Z,20~ 
Operating Expenses: 

Purchased Water 227,358- 227,358-
I.ease Credits (138.603.) (138:,603) 

Net Production Coat 68,755- 88,755 
Operation & Kaiuteuanee 

without Uncollectible. 47489 47,489 
tJucollectibles 2:459 4,383: 
Admin. ad- GeDeral without 

• Franchise 50,505 SO.50S 
Pranchiae 1,475 2,630, 
T.axes Other Than lracome 7,022 7,022 
Depreciation 12,075 12,075· I, 

bcome Tax 5 32'381, c ,. 

Toeal DeductloDB 209',785 245-,240 

Jret 0per&ti'Dg Revenue (45,861) 46~960: 

Depreciated llate Base 350.402 350,402--

bee of Return (Los.) , 13.40% 
.' 

(Red Figure) 

.1 A port1cm of this i:Dcr.eue 1& deferred. -

• 
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Adopted 
Rat •• ' 

Operating Revenue $163,.924 $303.611 
OperatiDg Expensea: 

Purchased Water 227.358 227.358 
Leue Credit. (138,603) (138.603) 

Net Production Cost 88.7SS. as.7SS· 
Operation & Maintenance 

49'.559' 49.559: without Uoeo11ectib1es 
'Onc:011ectib1ea 2.510' 4.554' 
Admin. and General without • Franeh1ae 52.491 52,491. 
Franchise 1.581. 2.732 
Taxes Other l'han Income 7.52~. 7,526-
Deprecia:t1ou 12,509- 12,509 
IDCOIDe Tax '5 3S r 198 

Total Deductions 214,93& 2S3~324 " 

Net Operatbg Reve=e (51,012) '50;,287" 

Depreciated Rate Bue 375'.32~1 37S~321 

]tate of Return (1.0, •• ) 13.401-. 
(Red Figure) 

• 
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"lAB'LE 3 

lJERLING WATER CCllPANY 

1986· 
Present 
Rates 

Operatitlg Revenue $163,924 
Oper&tiDg Expe~~es: 

Purchased Water 227,358 
Lease Credits (138.603) 

Net: Production Cost 88,755 
Operation & Ma.11ltenat:Ce 

without Uncollectible. 51,991 
Uncollectible. 2,546-
Adm1u. and General without 

Fr&1lCh1se 55,068 
Fr&DCb1ae 1,613 
Taxes Other l'ban I12come 8-.075 
Depreciation 13,343 
Income Tax ' S 

Total. Deductions 221,396 

(S7,4tt) 

Depreciated Rate Bue 398,823-

Rate of Return (~.8) .. 
(Red Figure) 

. 
. -13-

Adopted 
'R'aees 

$31S,800' 

227,358: 
(138.603) 

88-,755 

51,991 
4,7'?i7 

5S.063 
2,842' 
8,075: 

13,343: 
3-7,530" 

262r'l~1 

. 53,,459' 

398.82~ 

13.401 
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Water Sale. 

At present rates. applicant devel.)ped its estimates 
of cmual water sales us1ng a multiple regression analysis llethod 

which trends water use over time and gives consideration to 
variations in temperature and rainfall conditions between the 
period. analyzed and long-term average we~ther conditions. 
Applicant analyzed bimonthly recorded water sales aDd weather 
data from 1980 to 1983 and developed aunual cODIIIe1:Cial 1Ieterec! 
uses per customer of 220 hundred eubic feet (Cef). 227 Cef .aud 

234 eef for 1984, and 1985. and 1986. respectively; .md· per ·customer 
-public authority use of 2.799 eef for each of the tes:t years. 
Its comparable est~tea of flat rate aunual uses are 210 Ccf. 
217 Ccf. and 223 ecf for the three test years. 

The stuf followed the "Committee Method" for 
application of our previousl,. adopted Standard Practice U-25 and 
level1zed the use per 'lletered and nat rate coamercial customer 
at 230 Ccf for each of the three test years. Its estimate of 
annual use per public authority customer is 3.200 eef. 

Applicant stipulated to the staff-estimated use per 
customer except for publiC' authority ues. 111 that category 
we v1ll adopt applicant'. ADPUal esttmAte which 18 based on 
climatological acJjuat1lents to water \18e.. The staff witness did 
not explain why be did DOt make clfmatological adjustments in 
his estimate. 

Applicant developed revenue requirements based On 

those sales levels at proposed rates. For 1984. the increase of 
apprOximately $161.900 :La 98.7t above present rates. But 
applicant tailored its proposed rates to reflect a reduction 
1D water use due to price elasticity as described on page. SO 

•• 
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and 51 of its revenue requirement study (Exhlble 1), IDCluded 
in ita &ppl1cati01l. .. fellows: 

"Rate Adjustment for Elasticity 
"A recent study of water use in a Southern California 
area following seYeral smaller rate incre.ses and & 
rate Increase in excess of 10~ bas shown no meaaur­
able change 111 water usage result tug from smaller 
increases. but a signifiCant reduction in vater Ullage 
following the large inereue. Considering only the 
increase in the tail usage block, fora 100: I'DCrease 
in the usage rate. actual usage was found to decrease 
by approxtmately lSX. In technical elasticity terms, 
this means the price elasicity (sic) of water sales is 
equal to -.15. Therefore, to meet the total revenue 
requirements, it is necessary to increase rates still 
further to compensate for this projected reduction in 
usage. The required additional increase for the 
Uehling Water Company is lesl than proportional to-
.15 times the percentage increase in rates because of 
a partially offsetting reduction in the cost of 
purchased water. 
'~e tail block rate for general metered service 
disregarding price elasticity, was computed to- be 
$.543 per Ccf which represented an increase of lOlt 
over the present tail block rate of $.268: per Ccf. 
By solution of & quadratic equation, it was possible 
to compute the tail block rate at Which the expected 
Teduction in revenues resulting from the reduction in 
water usage was exactly offset by the reduction in 
purchased water costs resulting from. the reduced 
requirement for purchased water volumes because of 
the reduction in water sales." .' 

* * * "rhe rate computed for Test Year 1984 was $.563 per Ccf 
for the tail block with a corresponding lifeline block 
rate of $.450 per Ccf. Thes~ =ates are approxtmately 
3. n higher than the rates computed without recognition 
of elasticity as shown on Tabltt! 12-5. General metered 
ratea proposed incorporate thia elasticity adjuStment • 
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"Because of the changi.ng relationships between the 
incremental coat of additional water supply and 
different tail block uaage rates» cy other tail 
block usage rate adopted 1n this proceeding vill 
require a different percentage elasticity adjust­
ment. I'he reason for the different adjustment is 
that higher usage rates result in greater reductions 
in water usage with the offsetting reduction in 
purchased water cost becom1ng a ama~ler percentage 
of the reduction 1n revenues. Required elasticity 
adjustments-for different adopted tail block rates 
are as shown in Table 12-6. 

v.Bt.E 12-6 .. COKPt.lTAnON OF USAGE RATES ADJUSTED FOR ELASTICITY 

computed 
Percent 

Elasticity Adjusted Adjusted Tail :Slock Adjustment. Tail Block 
Rate l ~LCcf 

1at :Slock 
Increase Percent Rate I ilCcf Rate I ~lCff 

.45 67.9 .2 .451 

.50 86-.6- 1.3 .507 

.55 105.2 3.6- .570 

.60 123.9 7.0 .642 

.65 142.5 11.0 .722 

.70 161.2 17.0 .819-

.75 179'.;9 26.0 .945 

.80 198.5 54.0 1.232 

"It is believed that the usage rates computed in this 
manner» which provide for tail block general 8ervice 
usage rates which are approxfmately 27% greater than 
the cost of providing incremental water supply» meet 
the customer rationing objective discussed previously. 
!his computation was baaed on the incremental coat of 
purchased water frO'll Park Water Company which V&8 
computed to be $.444 per Cef. n 

-16-
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Applicant's rate-elasticity study reflected the 1mp«ct 
of & 1221. 1D:reaae in vater rates authorized in 0.82-06 .. 012 
dated November 3 .. 1981 for Park'. Vandeoberg vater eU.vision for 
1982. Park was able to isolate dCCleatlc irri8&tion 128e. from 
total domestic uses through records of sewage flows .. intaiDed 
for its Vandenberg sewer ::ayata operatlo~. Its initial study .. 
referred to above .. reflected a one-year decline in its 
Vandenberg customer a ' vater use. This atudy w.a sent· to the 
Commission'. Revenue Requirements .tid Policy and Planning 
Divisions; however.. it was not made a part of its filing i11 
this proceediDg and it vas neither fu%niahec! to nor r,equeated 
by the sta£f vituess analyz1ug this portion of applicant'. 
request. At the time of hearing, applicant provided 'testimony 
on Exhibit 6.. an updated rate-elasticity study reflecting two 

years of operatioDB at higher Vandenberg Division vater rate 
levels (D.82-06-012 also conditionally authorized two" annual 
step increase. to offset operational attrition). Exhibit 6 
predicts a l3t reduction 10 per customer use at applicant'. 
proposed rates. 

Applicant states that the Vandenberg cOIIIIIUtdt,. is 
relatively affluent, UI:'ll.W the carpton ccrrr:unity., By letter, the mayor of 

Compton obj ected. to the proposed increases because of the extreme 
hardship it: would place 01\ those who can least afford an 

1ncrease .. particul&rly elderly and handicapped people. tis 
letter refexred to a 1983 Sta.te Department of Fiuance report 
.tating that 97.4% of to.pton·. popul&~ion are member. of 
a11lorlty groap. and 26.4'- of the population are l:l.v1ug below 
the poverty level. Be usert. that the majority of Compton' • 
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population haa DOt benefited from the nation' a econOll1c 
recovery and ComptOn'. unemployment rate :l.a atill IIOre than 

twice the Mt10nal average. 
In response to the Compton letter, Conwa,. atate. 

that houses and lawns within applicant'. aervice &rea are well 
kept aDd neat; that the area should not be 'conSidered as a slum 
or as an area with low ecoDOlR1e standards; condlt1oD.s in 
applicant'. service area are above average compared to Compton. 
Be argues that there 18 an inconsistency between Compton', 
pol1cy in anaaally revising ita municipal water department 
rates to be fully compensato~1 and ita objections to applicant'. 
proposed rates. 

Conway's analysis is an imovative approach to­
measuring the effect of price elasticity em aalea follow1ng • 
very large rate increase and to desiqning a rate to avoid adverse 
impacts 011 its earnings. Due to the &Vailability of data on 
sewage flows from the Vandenberg Village, COnway vas able to 
determine that hOUL-ehold USeS in that area did not vary signi­
ficantly due to the rate increase, but there was a 21% reduction 
in home irrigation usea. The Commission'. Policy and PlannitaS" 
Division reviewed the initial study and developed i~s own 

econometric stud,. which concludes that vater use would drop 
~ than indicated 10 applicant'. ortgfDal study. Applicant 
Qbviously cculd DOt £ttif'iJ) ~ staff ~ that applicant sul:rnit ~ rate . 

elasticity study similar to' the V~q stu:3.Y for applicant I s service area 

!l COnwAY aat1cipates a further 1ncrease to Compton'. water rate •• 
Exhibit 4 show. that Compton's present rates exceed applicant', 
present rates and are close to applicant'. proposed rates • 

-18-



• 

• 

• 

A.83-11-32 ALJ/eaklra 

before authorization of an 1Dcreue. Furtbanore, relative 
household aDd irrigation uaea in applicant's service area 
vis-a-vis Vandenberg use. vere not a'DC! possibl,. canDOt 'be 

establisbed for applicant'. customers. In addition, there are 

major differences in economic circumstances between typical 
customers in the two service areas. (Conway'. characterization 
of applicant t. service area cannot be ccUtrued to infer that 
applicant t. service area is an affluent cODlllUnity.) 

Even if we accepted the applicability of the 
above-quoted discussion for applying Vandenberg Village 
elasticity to applicant'. customer., the price induced 
curtailments in use would not be triggered by the magnitude 
of the authorized iDCTeues in total or in the second block 
quantity rates adopted for 1984. We will adopt the lame ule 
per metered residential customer for the three teut years to 
offset any fmpaet of decliu1Dg aales resulting from th1s decision. 
This method follows the staff recommendatioD for use of the 
"CoIrmlttee Method" for application of our previously ~opted' 
Standard Practice U-2S. This reco:d does not have a oarprehen.si ve staff ~ysis 

Of ~emlt· s a~ for est:i.n'e.ti'cg the :in'pact of prioe elasticity in water . 

use associated with large rate increases. However, the standard 
practice provides a reasonable result for the rate increases 
authorized 1n thia decision. There·1.a no, issue on applic~Dt's 
estimates of metered and flat rate customers for leacb of the teat 

I 

years. Applicant is metering 75 flat rate customer. per year. 
Tables 1, 2~ and 3 show revenues at present· and, authorized rat.s 
for tbe three test ,ears. 

-19-
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Coat of Pu:rchaaed Water 
and Purchased Power 

As & re.ult of applicant'. efforts to repair or 
replace badly 1eaklug maim. tbe percentage of uDaccOtmted 
for system water baa been reduced from 201 to 10%. We fiDe! 
the later percentage, used by applicant and the staff, to be 

reasonable for determining the quantity of purchased vater 
which in tarn affects applicant's replenishment and pumping 
costs. 

A staff witness testified that applicant did not 
.respond to his data request to explain the lease credit method­
ology it used to reduce applicant's purchased water.costs; 
i.e. he was unaware that applicant's contract to lease water 
rights from Dominguez expires in 1984. However, he testif1ed 
that the methodology used by applicant in Exhibit 7 fairly 
apportions production costs between applicant and Park based 
on the methodology described above. Bis sUggestion that Park 
allocate a portion of its adjudicated pumping rights to· applicant 
to reduce applicant's costs would unfairly penalize Park's 
customers. The adopted purchased water costs and lease credit. 
shown in tables 1, 2, aDd 3 reflect increases in. CBMWD rates, 
purchased power rates, and replenishment charges between the bearing 
dates and July 1, 1984. 

0' 
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.~ 

.', 

Rate Design 

Applicatlt provides all of the vater usee! by. 
La. Bacieud& Water Company (mutual) for resale purpo.es. 
Applicant propos.s to establish & l1a1tecl reNle serv1c:e 
schedule with service sizes varying with _ter charges and 

two quantity rate blocka. the proposed initial rate block 
covers consumption up to 2.500 Ccf. A ata'ff witness testified that 
mutual should bear a fair share of the authOrized increases. 
bat the increasesshoule! not be excessive lest 1IIUtual .eek an 
alternate vater supplier. Applicant did not object to the 
staff propos.l that the general metered tariff proposal contain 
a third rate block with a rate between the lifeline block rate 
and second block rate. The staff recommends adoption of a third 
block rate within 10% of CBMWJ) rates. To the extent adopt ed 
rate. approach the CBMWD rates. that approach is reasoaable. 
In addition. a special condition shoulCi limit the applicability 
of the third block rate to matual. 

the staff concludes that applicant's rate design 
proposal is in conform1ty with the Commiss1on'. model rate 
structure policy for general metered service. The adopted 
rates reASonably apportion the increases between service charges 
ADd commodity charges in approxtmately equal percentages. 
Flat rate charges for a 3/4-inch residential service or for 
the initial. unit of multiple residential service should be 
equal to the bl111~ for a _tered resideDtia1 service at au 
a-erage mcmthl,. c<m8\1JDptiou of 2 S Ccf • 
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Replacement: Program 

Fahd R:tz1c:,. a sanitary eDgineer repre8entiD& the DBS~ 
stated that tbe DBS concurred with the following staff cODClua1oDS 
and recoDlDe1ldat ion: 

"10.5 A portion of the utility's distribution 
system consists of old and under8ized mains 
caU8iDg leakage and vater quality problems. 
These mains need replacing. 

"10.6 It is recommended that the utility 
develop a main replacement program as 
requested by the Health Department to 
replace the existing old and undersized 
mains." 
Rizk stated that applicant submitted a plan to the DBS~ 

but it did not include a tfmetable for fmplementation of the 
plan; applicant'. proposed expenditures of $lO~OOO per year for 
main replacements in ]1.984, 1985. and 1986 are inadequate aue! 
need to be !onereased to handle main leakage problems. Be had 

no specifiC recommendation concerning main replacement scheduling. 
In response. Conway testified that he recognizes the 

need for the replacement program; he concedes that the plant 
additions proposed by applicant do not meet DHSls full require­
ments; applicant has tried to balance the proposed rate increase 

against customer benefits from the additions; applicant could 
not afford to pay approximately $3 1Di~l101l for those improvements 
and its customers could not afford the rate increase resulting 
from Rch construction unless the construction program was 
apread oat • 
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COnway 81.0 atated that after Park purchaaed .pp11caut 
its initial efforts vere aimed at "tightening. up the .,..tea" by 

1nstalling needed .a1u replacements and repairiug leaks. 
applicant plans to meter its remaining flat rate customers by 
1987 and to replace old meterl. 

A staff witMSS supported .pplicant' s progr_ to 
reduce leaks and to iuat&ll meters; be concurs with applicaut'. 
plans to complete its metering program before increasing 
amounts invested in main replacements. 

On November 30. 1983 the Commission notified water 
utilities under ita jurisdiction to provide public notice to 
their customers and to the Commia8ion concerning proposed plant 
additions which would result in large rate incre.ses (excluding 
expenditures to rectify emergency repairs or conditions). Sucb 

notice is intended to afford the public with an opportunity to 
comment on going forward with proposed construction or on 
alternatives to the utilities' proposal. including a trade-off 
of retaining poor quality (but not unsafe) aervice rather than 
pay for the proposed improvements through increases in rates. 

Implementation of the replacement program could 
provide all needed improvements in fire flows and· pre.sures 

bat at great coat. A $3.000.000 investment in new plant would 
iDerease applicant'. rate base to almoat 10 tfmes its present 
level. This in turn voa1d generate • revenue requirement at 
authorized rates which could quadruple authorized 1986 rates • 
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Conway's suggestion to, spread out the improvement 
program is needed to avoid untenable rate increases. The 
amount of increases could be ~edueed if applicant obtained a 
source of low cost funding; e.g. t1:::rough use of Safe Drinking Water ./ 
Bond Act FttQds. Applicant needs to set priorities in 

eltminating low pressure conditions: and insufficient fire flows. 
Applicant should develop and file its plant improvement p~an 
and a scheduling plan with the Commission scaff and file its 
scheduling plan with the ms. The scheduling needs to be 
flexible since some replacements of badly deteriorated plant 
may have to be installed under emergency conditions. But 
applicant should layout its best e$t~te of scheduling to 
elimina~e specific deficiencies. Prior to final1zing its 
plans applicant should attempt to establish a dialogue with 
its eust~s to weigh needs~ costs, and rate impacts. !he 
scheduling filing should be accompanied by a summary of 
customer reactions to its proposals and a summary of alternate 
customer proposals. Applicant should also review its preliminary 
proposal with the DES and our staff. This filing should be made 
witb.1n 180 days after the effective date of this order. Applica.nt 
should file Annual progress reports and contemplated plan 
cball8eS with the staff by March 31 of each year • 
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Findings of Fact 

1. Park employees operate and maintainapplicant"s water 
system. Park provides billing. financial. eng.1neering. and 
administrative services to applicant. This method of operating 
provides service to applicant at reasonable cost. 

2. The adopted esttmates of operating revenues. operating 
expenses. rate base. and rate of return'shown on tables 1. 2., 
and 3 are reasOll&ble. 

3. Applicant relies on Park's ability to·obtain funds 
to meet applicant t s £1na:neial requirements. It is reasonable 
to allocate a portion of Park's 9.SX debt cost to applicant 
on common plant.. It is reasonable to estimate applicant's 
remaining debt of 13.51 based on Park's short-term borrowitig 
costs. A re'tUrn on equity of 13.6l is reasonable.' The capital 
ratios and capital costs adopted above are reasonable. A 
13.40: overall rate of return is reasonable. 

4. Large portions of applicant's water distribution 
system are old and undersized. Pressures in portions of the 

system fall below our present minimum standards during periods 
of peak water use.: Fi':e flows in portions of applicant's: 
system are below present mintmam standards. 

5. Applicant should file its system. replacement and 
improvement piau aud scheduling,for construction. along with 
the comments and recommendations of its customers and in 
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consultation with the DRS and our staff inconformity with our 
discussion. Applicant should file annual progress reports and 
contemplated plan changes with the staff by March 31 of' each 
year. 

6_ Application of a 50X annual'generalrate increase 
cap would mitigate the impact of' the increase on' applic'ant ' s 
customers • 

7. The increases in rates .and charges authorized' in 
Appendix A az:e j'ust and reasonable ~ and the· present 

rates and charges. tnsofar as they differ from those prescribed. 
are for the future unjus: and unreasonable. 

8. The adopted quantities and tbe adopted, tax, calculation 
used to develop the SUDlD&ry of earn1Ugs in this decision are 
shown in Appendices B ~d :0. 

CoDClusions -of Law 

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

, , 

2.. It is reasonable to cO'CSider applica:nt as a, division 
of Park to arrive at .au axmual rate increase ea.p to micigate 

the tmpact of the increase on applicant's customers. 
3. If there is sufficient: eustomersupport for 

accelerating the present pace of applieant's1mprovement and 
replacement program. discussed in Finding 5. appl1cant~y 
seek farther rate relief by advice letter. 

4. Because of the immediate neecl for rate relief the 
following order should be effective today • 
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ORDER 
-~------

IT IS ORDERED that:: 
1. Uehling Water Company shall: 

A. File the revised rate schedules in 
Appendix A in compliance with General 
Order Series 96 after the effective 
date of this order. The revised 
schedules shall &2ply only to service 
renclered on a.nd after their effective 
date, which shall be 4 days after 
filing. 

b. File the system replacement and 
improvement plan and scheduling for 
construction, along with the comments 
of its report in conformity with 
Finding 6 within 180 days after the 
effective date of this order. Applicant 
shall file annual progress reports and 
contemplated plan changes with the staff 
by March 31 of each year. 

c. ,In the absence of satisfactorY compliance 
the rate of return authorized here may 
be reduced.. Any r,ed.uct1on, shall be 
reflected in the rates authorized in. 
Ordering Paraqraph 2. ' 

2. On or afteT August 15, 1985' applicant is' authorized 
to file an advice letter, with appropriate work papers, 
requesting the initial step rate inc-rease attached 'to this 
order in Appendix A or to file a lesser increase which includes 
a ~orm cents per 100 cubic feet of water adj~;tment'from 
Appendix A in the event ,that its rate of return on rate base, 
adjusted to reflect the rates then in effect and>normal rate­

maldng adjustments for the 12 months ended JUDe 30, 198.s~ 
exceeds the 13.401. rate of return found reasonable in this 
decision. Such filing shall comply with General Order 96. 
The requested step rates shall be reviewed by the staff to 
determine their conformity with this order and shall go into 
effect upon the staff's determination of conformity. But the 

staff shall inform the CODIIlission if it finds that the proposed 
step ra.tes are not in accord with this deeis1on~ and the' 

Commission may then modify the increase. The effective date 
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of the revised schedule ahall be no, earlier than October 1, 1985, 
or 30 days after' 1:he filing of the initial' step rates, whichever 
is later. 

3.. On or after August: 15, 1986 applicant shall 

file an advice letter, with appropriate work papers, 
requesting the second step rAte decrease attached to this 
order in Appendix A or to file a greater decrease which includes 
a uniform Ceu1:8 per 100 cubic feet of water adjustment from 
Appendix A 1n the event that its rate of return on rate base, 
adjusted to reflect the rates then in effect and nOl!1D&l rate­
mald.llg adjustments for the 12 months ended June 30, 1986, 
exceeds the 13 .40% rate of rettrrD. foucd reasonable in this 
decision. Such filing shall comply with General Order 96. 
The requested step rates shall be reviewed by the staff to 
determine their conformity with this order and shall go into 
effect upon the staff's determination of conformity. But the 
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 decrease. The effective date 
of the revised schedule shall be. no later than October 1,' 1986, 

or 30 days after the filing of the second step rates, whichever 
is later. 
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4. the application 1. granted as aet forth above. 
7b.1a order 1a effective today. 
Dated NOV 7 1984 • at San Fra=1aco. california. 

VI C1'O:R CALVO 
PRISCILLAC.GREW 
DONALD V:JI..t. 
WIL!.IAI"1 1' •. BAGLEY . 

. Comm1ss·io::.ors 
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SCBEDOL! NO.. 1 

C!N!lW.. "M!T!U1) snvICE 

'TERRITORY 

UTES 

SHv1c~ Charg~: 

Yor SI8 X 3/4-1nch met~r .......•.... 
For 3/4-1tlcb .. ter ........... ' . 
lor 1-1'CCh _t~r ...........• 
Yor 1,-1'QCh1Det~r ............. 
For 2-inch wter ............... 
For 3-iDCh meter .. ' ............ 

Quantity Rates: 

Fir" 300 cu.ft., pft' 100 cu .. ft. 
Over 300 cu.ft., per 100 cu.ft • 

..... 

..... 

Pt"r Mett"r 
P.r Month 

$ 

$ 

S.3O (I) 
7.10 

I 9.70 
13.00 
17.S0 
30.00 (X) 

.28000 
• 420 (I) 

Eff .. Eff. 
10-1-85. iO-1-8~ 

$ 7.65- (I) $ 6.8() 00 
10.30 I 9.l5- I 14.05- 12.45-
18.80 16,.6S 
25.30 22'.:U 
43.40· '(1:) 38 .. .50' 00 

$ .406,(1) $. 
.60'(1) . 

.360 (I) 

.539 (l) 

'I'h~ Seo:rv1c~ Charg~ 1a a nad1.aa-tO: .. rve cUrse .pp11gb1e. to; 
all _ten4 .. zv1c.' ad te> which 18 te>be a4ded the curse (r) 
~" at cbe 'Qua1ltf.tJ :lat... f~r weer .!8" 4ariDl the ~ •. 
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APnNl>IX A 
Pa,~ 2 

SCHEWt& NO. 2t 
LIMITED 7LA'l' RATE SERVICE 

Awl1cabl~ to ouly tbo.~ flat rat~ ".t~r • .rv1c~ cwatomer. and prn:t.e •• e:rved 
as of 3uly 1. 1974. 

1. For a .itaglt>-falll11y reddftlt1al 
unit. or a commercial unit. or 
tb~ fir.t unit of a duplex. 
tri~lex. trailer court or 
ap.ert1De'D.t. inc:ludi12g premise. 
'Dot e-xcHC!1~ 1/4 acr~ alu! .erv~d 
from a: 

l/4-inch • .rv1c~ conn~ction 
1-inch .erv1ce cODD~t1on 
l~-inch .erv1c~ conn~ction 
2-incb .ervice connection 

8. For ~.cb .dditional r~.id~nt1al 
UD1t or commercial unit on tbe 
sa .. prn1a~. and .e~ from 
tb~ .ame .~rv1c~ co~ction 

b. For eaeh .dditional uuit of a 
duplex. triplex or apartment 
on the> .a.. prnabe. and .ened • 
from the .ame '~rv1ce connection 

c. For ~ach trailer unit on tb~ U1Dt" 

'Premiae. and .~rved from tb~ .... 
.~rvice coDDeCtion 

4. 70r each avi1lDiug pool 

... 70r eacb 1/4 acre.. or fr.ction 
thereof. of premi.e. in exce •• 
of 1/4 aer~ 

P~r S.rv1c~ 
Conn~ction 
P~rMontb· 

$ 8.70 (1) 
12.20 1 
17.55 
26.40 (1) 

4.65- (1) 

3.90 (1) 

1.95 (I) 

5.85 (1) 

4.65 (I) 

Iff. 
10-1-85 

Iff. 
10-1-86 

$ 12 .. 60' (1) $ 11.15- (2) 
17 .. 65- 1 15-.65.1 
25.40 22.50 
38.20 (1) 33.90(1.) 

6· .. 75 (1) 

5 .. 65 (1) 

2.80 (1) 

8.45 (1) 

6.75 (1) 

6 .. 00 ~) 

5.00 (2) 

2 .. 50 ca) 

7.SO· (2) 

6.00 00 
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SPECIAL CONDITIONS 

APPENl)IX A 
Page 3 

SCHtOO!Z NO. 2L 

l.DaTE'D FLAT RATE SERVIe! 

1. All .ervice not covered by the above cla •• :tf:tc:at!01:l8 .ball 'be furn:tabed· 
only on a metered ba.:t •• 

2. 70r aerviee covered by t~ above cll •• :tficat1o~. 1f either the utility 
or the cu.at~ .0 elects. a 1iIeter aba1l be installed aud aervice 'Provided 
under Schedule No.1. CeDeral Metered Service • 

", 
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SCtmDOU NO. 4 

PRlVA'l'E FDE PROttCTION SERVICE 

Ap1>lica1>l~ to all vat~r al!'rvic~ fum1ah~d for pr1.v.t~ly oVl.'l~d fir~ protection 
ay.tms. 

Comt>tot\. auct vicf.n1ty. 1.oa Aft8~les County. 

RATE -
For each inch of diameter of th~ 

Per Month 
Eff. 

10-1'-85-
Eff. 

10-1-86 

•.....•••...••.....••• $ 6.15 (1) ,$ 8~90 ro $ 7.90 00 

SPECIAl. CONDlTIONS 

1. ~ customer ahall 1)aY. without r~furad. the flltir~ coat of iustal11ag the' 
fir~ prot~1on service conn~ction. Such 8erv1c~ connection shall ~come and r~­
mait\. the property of th~ utility. 

2. '!'be ld.'Di1lND d:[awotn of the connection for fire protection aerv1c~ will be 
4 inches auct the tllltx1'mUm d1alM't~r will be th~ d1.~t~r of the main to which th~ 
service is cOGnected. 

3. Tb~ cuato=eT'a installation must ~ such as eff~ctively to aeparate tb~ 
fire protection system from all of the cuatomn'a ot~r piping systems. ~ 
installation shall 1Gelude a d~tector type ~tn or other aimilar d~c~ 
.ecepta1>l~ to tbe utility. 

4. No cross cotmection 1>etwen the> .f'1r~ protection system and, any aource of 
suvply other than that of th~ utility will ~ allo~dv1thout specific approval 
of th~ utility. Such &1>J)'roval w111 DOt 'be forehcom!Dg utltU a dou1>le check valve 
installation. or otba-r device .ccepuble to the ut:llit,.. lwe be~ 1nat.lled at 
the- customer's ~e. l1cautborlzed cross connections may ~ groun4a for 
i~d1ate diacoutiuaaace of aervic::~ v1t~t 1~.bil1ty to the utility. 

5. For vater deliv~red for oth~r than f1r~ protection purposes. charges 
will be .. d~ at the quantity rates uude-r Sched.ule No.1. General M~tere4 
Service .. 

6. 'The utility will 'U'PJ>ly only such VIIteor .t aueh pr ... urea •• may 'be 
avan.ble frOID time to time •• a re.ult of its normal operation of tb~ system • 
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• SCiiEDtJI.% No. S-A 

l'ImLIC PIRE B"lDRANT S'!RVIC£ POR COKP'tON 

Awl1.cal>le to all f1ft hydrants located withiu the city 'boundarie. of Coarptou. 

Per Month 

POX' each hydrant .......•.......•..•.•..• $ 5.25 (1) 

SPECIAl. CONDlTIONS 

Iff. 
10-1-8S 

Iff. 
10-1-86 

$ 7.60' (1)$ 6.7S 00 

1. For water delivered for other than fire protection purpo.e •• charges vill be 
made at the quant1ty rates under Schedule No.1. General Metered Service. 

2.. 'l'be itlStaUatioa. of fire hydrants .hall be mutually agreed u-pon bat .hall be 
done ouly upon written approval from Fire Agency. designating the tlumber. ty;>e. and 
location of .uch additional fire bydraa.ts. No ext~s1ona to the VIIter ma1l'lS of 
Wetn" Purwyor will be required of Yater Purveyor for the purpo.e of .erv1l'l& fire 

• 
hydrants in addition to those fire hydrants now installed unle ••• uch main extel'lS1on 
is ~a1d for by 4Pvelopers or partie. other than Water Purveyor. 

• 

Installation of bydrants to .erve laa.d divisions. ',and developments or 
.~1al land use. 18 the responsibility of the developer atao coat to either 
l"1re Aaency or Water Purveyor. 

3. Re-locat10n of atl, hydrant .ball be at the eXpense of the party reque.t1ag 
relocation. or a. a~d upon between Dominguez and the fire protection entity. 
in accordance vith Section VIII.4. of General Order No. 103. 

4. From facilit1e. itultalled prior to the amendment to, General Order No. 103 by 
Decision No. 84334. dated April IS. 1975. th~ utility will ,upply only .uch vater 
at .ucb pressure a. may be avanal>le from time to time a. a reo.ult of its uormal 
operation of the ay.tem. 

!'roaa facilities 1tu1talled .ft~r April 15. 1975. the util1ty. under normal 
operat1ug cond1tioas. ahall .uvply v.t~r •• rv1c~ for f1r@ proteetion in accor­
dance v1th Section VIII.l ••• of General order No. 103 wle •• otberv1a@ authorized 
by tbe Commi .. iou • 
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scmmm.z NO. 6 

LIMl".t':!n 'H!TERlm USAI.'! S!ltVICK 00 

APPLlCABn.I'l'Y 

Applicable to I1mited metered r ••• le aervice. 

Compton and v1c1u1ty~ Loa Angelea County. 

~n:s -
Quantity RatH: 

Per He-ter 
Per Month 

P1rat 300 cu.ft., per 100 cu.ft ••••••••• $ 
hom 301 cu.ft. to 2S0~OOO cu.ft •. , 

-pe-r 100 c.u.ft .......................... . 
Over 250,000 cu.ft .. , per 100 leu.fe ....... . 

• 280 

.400 

.420' 

---.--..... 

I' :Iff .. 
10-1-85 

Iff. 
10-1 ... 86 

$ .40~ (I) • 

.. 579 I 

.608 , (I) 

'For 3-1DCb 1De'ter ••••••••••••• e •.•••••••• 

For 4-1Dch 1De'ter ................ 1 ••••••••• 

7or~ 6-1DC.h meter ••••••••••••••• i •••••••• 

$30.00 (lI)r i$ 43.45 (1) $ 38.55 (I.) 
40.;00 57.tO I S1.3S, f 
70.00' . <-> 101.35 (1) 89~9o. (I.) 

'J:be Serv1c~ Charge :1a • ru.c!1Maa-to-a.~. cbara. applka"l. to .11 
pDeral ._tued aft¥'f.c. a~ to wbich 1a. t,o-.M .44ed the .c~. ~~e4 
at the ~ity .. t... ~r. vater ..... ~~ the .oatb • 
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APPENDIX S 
P.I~ 1 

Name of Company - 'Uehling Vater Company~ 

N~t-to-Gro •• ~lt1p11er ... 2.10 
VDCollectlbl~ Rat. - l.5% 
h-a=h1ae Tax Rat .... 0.9% 

1. Purc:'ha.~d Watf!'r 
Quant1tyAc..Pt. - 983 
Purc.ha.~d PrIc.e fAt;.Ft. - $231.29 
Effective D.t~ - 7/1/84 
~.sed Credit ltate/Ac..'ft .... $141.00 , 

2. Parc.'ha.~d Powr 
Qua'Dt1ty Pumped k.Ft .... 10.00 
Pump1D3 Coat ... $S24.oo 
'kWh ... 3890 
Effective Sch. Date - 7/1/84 
$/kW'b Used - $0.07294 

3. Water Consumption Per Cu.tO'lDH' 
~re1a1 Mee.red - 230 Cc.f 
Coamerc.u1 :Flae Rate - 230 Cef 
Public Authority - 2799 Cef 
b .. l .... 38,350 Ccl 

A'DOPTEI> SERVICE !Y METER SIZE 

1934 1 9' 8. S 

S/8" x 3/4" 1139' 1214 
3/4" 1 1 

1" 75 . 75 . 
1\" 10 10 
2" 7 7 

CoaDne1a1 ~ered 1232 1307 
Commereial Flat ... 3/4" 196- 121 
Public. Authority - 2" 8 8 
kaa1~ ... 3" 1 1 
Pri,rate Fire 1 1 

1438 1438-

1 9 S. 6 

1289' 
1 

7S' 
10i 
7 

1382' 
46 

S. 
1 
1 

1438: 
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'1'~Bt. Y~.r 1984 T~at·Y~.r 1985 T~st Y~.r 1986 
~Sl8~ U··S~ U .. S~ U··S~ U··Sf: Uaagf: 

Ce~.t ~ Ccf/Cust Ccf. Ccf/Cuat .£E!:. 
C~c1.1 M~teT~d 1232 230 2~,360 1307 230 300.610 1382 230 317.860 
C01IlCDUeul ll'lAt 196 230 45.080 121 230 27.830 46 230· 10.580 
Pub lie Authority 8 2799 22.392 8 2799 .22.392 8' 2799 22.392 
~ .. l~ 1 3~5O 38.350 1 38350 38.3S0 1 383SO 38.3S0 -

389.192 389.182 389.182 
W.tf:r Loss 10% 43.242 43.242 43.242 

eotel W.tf:~ Cef 432.424 432,424 432,424 
Total W.t~r Ae.Ft. 993 993 . 993 
V.t~r ~ Ae.h. 10 10 10 
V.tn Purchasf:d· Ae.h. 883 883- 883 

Xet.red Vat:.r 8.1 •• V.ed to Dedp be •• - Vaas. eef .... Cef 1984 1985 1986· 
~lock 1 0-=-3 43,364 46.064 47.764 
Slock 2 OYer 3 257,086 271.636 286,186 

J.blited Xet:.rec! .... 1. s.rrice ..... Ccf 1984 1985 198& . 
O-=-3 --" --;6 -.lock 1 

Stock 2 4 - 2SOO Z9,~ 29.964 29,964 
S1ock·3 Oftr 2SOO 8.350 8.350' 

• 
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'Un. 
Cef 

0 
3 

10 
20 
30 
SO 

100 

0 
3 

10 
20 
30 
SO 

100 

0 
3 

10 
20 
30 
50 

100 

.ARIlmIX C 

UlHLDC VAtD CClCPAft 
COMPWSOIf OF H:lhIHL't CUS1'OllD Sxu.s 

AT I'USD1' AD AJ>OnD GDDAL 
-)I&-±-DtJ) ...... MDS lOa 4 5/8 X S/4 DCB lInD 

Pre .. 1lt Adopt" .a..o..t 
be •• bt •• lDcre •• e 

$ 3 • .50 • 5.30 1.a 
4.1' 6.14 1.98-
6.04 9'.08: 3.04 
8-.72 13.28- 4.56 

11.40 17.48· 6.08-
16.76 2S.38- 9.12 
30.16- 46.88 16.72 

EffeeC1.. 10-1-8S 

5.30 7.65 2.3S 
6.14 8.87 2.73 
9.0a 13.12 '4.04 

13.28- 19.20 5.92 
17.48 25.28- 7.10 
25.88 37.44 11.56 
46.88 67.14 20.9' 

Effective 10-1-86 

7.6S 6.10 (O.IS) 
a.a7 7.88 " (0.99) 

13.12 11.6S (1.47) 
19.20 17.04 (2.16) 
25.28- 22.43- (1.85) 
37.44 33.21 (4.23) 
67.14 ~.16 (I.U) 

(I.e4 ~1pn.) 

Jlercent 
IDeft ••• 

• 51 
U 
50 
52 
53 
54 
5S 

44 
44 
44 
4S 
4S 
4S 
45 

(11) 
(11) 
(11) 
(11) 
(11) 
(11) 
(11) 

: 
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IDe.- Tax Calealatlou .. Coaao114ated ... 18 
at Aathoriud age. for the 're.t 'lear. 

1984, 1985 a'84 19" 

Te.t'Y.an 
1984 1985 - -

Operat1. Zoe ... __ $292,200 .303,611 
Ded1Ictiolaa : 

06K bpeue. 140,627 142,168 
JMi, bpeue. 53,135 55,223 
Taxe. Other. '%'haD 'IncOM 7,022 7,526 
lIttereat 1S.000' 15.630·, 

Subtotal 215,784 221,247 

State '1'cab1. lDcoM lefor. Depree:. 76,41' 82,364 
State ~ l)eprec1atloll 12,2.55 12,79' 
Stat. 'I'azab1. IDeo.- 64,161 '9,569 
Seat. 'I'ax @. 9.6X 6.159, 6.679 
J'eder.l 'I'az Depreciation 12.075. 12 .. 509 ' 
J'eder.l'I'ax&bl. IDco.e 58,112 63,176. 

Ta oa Corlaol1date4 1 •• 1s 
• 461 26,764 29,061, 

Cre4:lt for te •• !'han .100,000 (542) <$>. 
Couol1dated n:r 26,222 21,519 
Total 'I'a:ea OIl ~ 32 .. 381 35.198-

1986. -
.315,800' 

145,483-
57,910" 
8.075 

16 .. 580 

228:,048::' 

17,752:, 
13.610' 
74.142,' 

7,1:1S , 
13 343' " , 67.291' 

; 

30,954 

(542); 
, 

30.412 
37.530· 
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Item -
.!lli. 

Pnoant 

Proposed 

Increase-

1.ill 
Preant 

Propose-d 

Incft •• e 

1986 -
?resent 

Proposed 

Increase 

$163.924 

292~200 

128.276-78.31 

Eff. n.te Oct. 1, 1985 

$292.200 
303.611 

11.411-3.31 

Eff. Date Oct. 1, 1986 

$303.611 

315.800' 

12.189~.Ol 

COMPtlTATIONS 

$128 .. 276 - $81.962 - $46.314 
Intereat 

1984-1986 

Adopted 

$911.611 
~ 

$917.817 

" 

(DID or A!PIICDIX I) 

Ad~u.tment 

$46 .. 314+6206 

$163.924 

24S.886-

. 81.962 .. 501 

$245.886 

356.131 

110.245-44.8% 

$356.131 

315 .. 800· 

(40. 331).-(11.')~ 
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The Commission has est.bli.bed annual eap. on water 
utility rate increases whicb are 504 for Cl •• s A water utiliti •• 
aM 100: for Classes I.. C. and D water utilities. In th18 
lu.stauce, we have treated applicaut as a division of its parent, 

/' 
Park Water eo.pany (Park), a Class A wateyutilit,.. Applicant 
is totally dependent on Park for opera1;1ns its system and for 

/ . 
supplying all of its capital. In ad~t1ng a SOl rate increase 
cap for applicant, we have CODBid~d that applicant's service 
area is in a portion of the City/of Compton (Compton) aDC!- in 
adjacent unincorporated areas~Compton residents are experieDCing 

I 
extTemely high, persistent unemployment rates and high percentages 

of Compton residents bave~ome levels below the federal poverty 
line; an initial water rate iDcrease of 77.91 may create hardships 

/ 
for applicant's cuatome;rs. The deferred increases plus inter.st 
at the 13.4X rate of ~turn authorized in this decision are 

/ 
designed to gr&dua1~ increase applicant's rate •• 

Applicant/proposed step increases to offset operat:loD&l 
I 

am! financial attrition. I'D adopting the same capital structure 
/ 

and rate of return for the three test years, we have eliminated 
f1Danc1al attrition. 'l"be step rates adopted allow for operational 

attrition. / 

On~er the rate increase cap, applicant's effective rate 
/ 

increases ~e $81,962 or 50.0% in 19S4~ $110,245- or 44.SX in 1985-, 
and a rate reduction of $40,331 or 11.3% in 1986. The rate 

/ . 
aecrease, ensures that wj. thin the three-year rate case cycle, the (-
overall rate increases are brouoht back t~ the levels authorized. 
Append.ix E aetails how the rate increase cap was calculated. 

-2-
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In D.84-05-05S dated May 16, 1984 in Park's A.83-09-47~ 
we adopted the ataff's recommendation for use of an average 
capit&1.1zat1on for 1984, 1985, and 1986, a 9.SO% cost of debt, 
and a 13 .204 r·eturn OD equity. We die! DOt: accept Park'. con­
tention that lea requested lS.O't return on equity is rel.teet"'"" 
to interest requirements of'~" debt. ~ 

Applicant's capitalization 1s tied t~8 need for 
funds supplied by Park. Absent auy propo8~w equity or debt 
iSRedbyapplicant or Park, we find it re .. onable to adopt the 

/ . 
staff proposal to use a three-year &V9"&ge debt-equity ratio 

.. (a 38:62 ratio) for applicant. In ~itioll, we vill adopt a 
/ 

debt cost factor of l3.01.t which 1. the average of applicant's 
estimated composite debt costs fbr 1984 to 1986; and an equity 
eost factor of 13.6~. We ~ given consideration to increases 
in debt coats since the t1.JDel'of hearing. '!'he adopted average 

/ 
consists of the weighted cost of allocated common plaut at 9.Sot 

I 
and advances from Park at 13.501.. Since Park has not issued 
debt for a number of y/ars the staff's use of Park's bamc: loan 

"/ 
cost for funds advanced by Park is reasonable. Our use of a 

I 
13.51. rate for fund, advanced by Park assumes that the three-
year average prfmeir&te will on average be 0.51. below ita 

I 
present 13.0% l~vel. We have considered app11cant'. projection 
of limited cODB;tructlon capital needs ·at this tfme; ita high 

equity ratsso, he absence of any capital requirelDe. nt to refund 
advaDCes for construction. and its debt coat in adopting au 
equity cos of 13 .. 601. Applicant has not justified the estimated , 
increasesJ:n ita debt. Applicant opeTatea a system which has 
experienced DO customer growth for several years.. Its eatimated 

.' 
-8. 
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Coawayt •. aqgest:ton to apread out the :tmprO'ft1llent 
program is needed to .void untenable rate lDcr.aa.s. The 

amount of 1:Dcreaaes coald be reduced 1.£ appl:tcant obta:tDed • 
scarce of low cost funding; e .. g. through use of Safe Dr1nking 
Bond Act Funds. Appl:tc.ant Deeds to .et prior:tt.:te8 in 

...-
elim1nat:tng low pressure conditions and insufficient fire flows • 

./' 
Applicant should develop and file its pl~ improvement plan 

/ 
and a acheduling plau with the Commission staff and file its 
scheduling plan with the IRS. The .~dullng Deed. to be 

flexible since some replacements of(badly deteriorated plant 
/ 

may have to be ius tal led under emergency conditions. But 
/ . 

applicant should layout its best estimate of scbeduliug to 
el1mi'04te specifiC defic1enc.les. Pr10r to final1zlDg its 
plana applicant sbould att~Pt to establ1sh a dtalOgue with 

/ 
its customers to weigh needs. costs. and rate mpact8.. The 
scheduling filing ShOU,' be accompanied by a a"Dlllary of 
customer reaetions~o ts proposals and a s"mmary of alternate 
customer proposals. Applicant should a180 review :tts preltminary 
proposal with the . and our ataff. This filing sbould be made 
within 180 days &£'ter the effective date of tbia order. Applicant 

I. 
should f11e annUAl progress reports and contemplated plau 

I 
changes with the .taff by Karch 31 of ,each year • 

. -24-
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Find!._ of F.aet: 

1. Park employees operate aDd· maintain applicant '. water 
system. Park provides billing; financial, engineering,. and 
administrative services to applicant. Thu method· of operating 
provides service to applicant at reasonable cost. 

2. The adopted estimates of operating. rev.DUeS" operati.Dg 
expe1l8es, rate base, and rate of return ahown ~tabies 1, 2, 
.'Dd 3 are reasonable. ./ . 

3. Applicant re11es on Park'. ab1l~ to obtain funds 
/ 

to meet applicant' a fiDanc1&l requirements. It is re&8OD&ble 
,/ 

.to allocate & portion of Park's 9.S~ebt cost t~ applicant 
on common plant. It 18 reuonabl,lto estimate applicant' 8 

rema1niDg clebt of 13.51 based on/Park's ahort-term borrowing 

costs. A return on equity Of?,.61 is reasonable. The capital 
ratios and capital cost. ad~ted above are reasonable. A 
13.401 overall rate of return 18 reasonable. 

4. lhere 18 a highiunemployment rate and a high percentage 
I 

of persous with 1DComeS~lOW the poverty level in Compton. 
Applicant' 8 service ~, located in & portion of Compton and 
in adjacent unincorporated territory, is adjacent to Parle's 
Central Basin District. 

/ 
S. Large portions of applicant's water distribution 

I 
system are old and undersized. Pressures in portions of tbe 

I 
system fall bel~ our present .1n~ standards during periods 

I 
of peak water use. Fire flows in portioDa of applicant' s 

I 
system are below present ain:bma standards. 

6. Applicant should file ita .yates replacement aDd 
f 

improvement plan and 8cheduling for conatru~tlon. along with 
the commeutal aDd recommendatiODS of its cuatomera and· in 

! 

-25-
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consultation. with the DRS and our staff in conformity with our ! 

discus. ion. Applicant .hould file anDUAl progress rc:port. and . 

contemplated plan changes with the ataff by March 31 of each 
year. 

7. Applicant of a Sot annual general rate iUCTease 
cap would mitigate the impact of the mcreaae on applicant I,. 
c:uatomers • 

8. The increases in rate. and charges authorized in 
Appendix A are j ~t anc1 reasonable; anc1 the present /~'-

rates and charges. insofar as tbey differ from tho~ie.cribed. 
·are for the future unjust and unreasonable. /' 

9. The adopted quantities and the ado~ee(d tax, calculation 
used to develop the SUDlD&ry of earDiDS71D is deciaion are 
shown tn Appenc1ices B anc1 D • 
Conclusions of Law 

1. The application .hoUlZdante~ t~ the extent 
provided by the followiDS order. 

2. It 18 reasonable to cider applicant as a division 
of Park to arrive at an 4DDua~rate increase cap t~mitigate 

/ 
tbe impact of the increase OIl applicant I s customers. 

3. If there is auf£{cunt customer support for 
accelera~1ng the presen~pace of applicant's tmprovement and 
replacement program disCussed in Flnd·iug 6. applicant may 
.. ek further rate rel~f by advice letter. 

4. :8ec&'WSe o£ithe immediate need for rate relief the 
I 

following order sbould be effective today. 

/ 
r/ 

-26-
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~!~!! 

IT IS ORDERED that: 
1. Uehling Water CoIIpaDy aball: 

&. Fil. the revis.d rate achedul.s in 
Appendix A in compliance with General 
Order Series 96 after the effective / 
date of thia order. The revised // 
achedul.. aball .~ply oulr to. aervic,e' 
rendered on and after their .ffect.1ve 
date. which ahall be 4 days aftu' 
filing. ~ 

b. File the system replacement ..... nd 
improvement plan and 8che~liug for 
construction. along withLthe cOIIIIents 
of its report in confo~ity with 
Finding 6 within 180 days After the 
effective date of th!a order. Applicant 
ahall file annual pi-ogress reports and 
contemplated plan;changes with the staff 

, by Karch 31 of •• ch year.. ' 
c. .In the absence Jf satisfactory compliance 

the rate of return authorized herein shall 
be reduced f~m ll.4X to O.OX. This 
reduction shall be reflected in the rates 
authorized~n Orderin~ Paraqraph 2. 

2. On or after August IS. 1985 applicant is authorized 
/ 

to file an advice let~er. with appropriate work papers. 
requesting the initla! step rate increase attached t~ this 
order in Appendix A!m: to file a lesser increase which includes 
& uniform cent. per 100 cubic feet of vater adjustment from 
Appendix A in the;fevent that its rate of return on rate base. 
adjusted to reflect the rates tben in effect and normal rate-

I 0 

making adjustments for the 12 months ended June 30, 1985-, 
exceeds the 13;1.401 rate of return found reasonable iu this 
deCision. Such f1liDg .hall comply with Goneral Order 96,. 

/ 
'the requested atep rates .hall be reviewed by the staff to 
determine their conforaity with this order and sballgo into 
effec::t upon the staff'. determlnat ion of conformity. But the 
ataff .hall 1Dform the Coaa:l.asion if it finds that the propos<ed 
step rates are 'DOt in accord with this decision, and the 
Commission fJ&y then modify the increase. The effective date 

-27-



• 

• 

• 

~ . ,- ... __ •. _--_._ .... 

A.83-11-32 ALJ/GJk/ra 

of the reviaed .chedule ahall be DO earlier than October 1. 1985. 
or 30 days after the filing of the i1dt1al .tap rate.. whichever 
1.8 l&ter. 

3. On or after August 15. 1986 applicant sbal..l 

file an advice letter, with appropriate work pa~, 
requesting the second step rate deereas~ att~bed to this 
order in Appendix A or to file a le.se~rease which i'DClueSes 
a uniform cents per 100 cubic feet o~ater adjustment from 
Appendix A in the event that ita rat'e of return OD rate baee, 

/ 
adjusted to reflect the rate. tbeti 1n effect and DOxul rate-
m&k1ng adjustments for the 12 ~tba ended June 30, 1986, 

I 
exceeds the 13 .40% rate of retarn found reasonable 1u this 
decision. Such filing .hAlt{ comply with General Order 96. 

L 
'rb.e requested step rates ;'ball be reviewed by the staff to 
determi~ tbeir eoDform11:y with thia order and .hall go into 

I 
effect u,on'the staff, deteTlll1nation of conformity. But tbe 

staff shall inform the Commission if it finds that the proposed 

step rates are DOt ~ accord with this decision, and the 
/ 

Coum1ssion may th-;n modify the decrease. 'lbe effect:l.ve elate 
of the revised schedule shall be DO later than OCtober 1 .. 1986 .. 
or 30 days a£te'; the filing of the aecotld step rate., whichever 
1s later • 
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