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'~ ,'NQV 21 1984 

BEFORE l'BE PUBLIC UTILITIES COMMISSION OF THE STA'rE OF CALIFORNIA 

In the Matter of the Application ) 
of .• ' SANTA PAULA WATER: , WORXS

1 
I:ID.. ) 

&:Californ1aCorporatlon. %or' ) 
Authority-te> Iucrease btes ~ 
Cb:4rged for,·WaterService' as ' 
Authorized 1n NOt 111-W. 

) 

Chris S. Rellas, Attorney at I.aw~ 
for applicant • 

.Javier Plasenc1a~ Attorney at Law, 
for the comm.lSs ion staff. 

OPINION .... ~-----
• Summary 

• 

Applicant, Santa Paula Water Works ~ Ltd. ~ requests 
authorization frOtU this Commission to- increase its rates in 1984. 
1985, and 1986. Tabulated below are the revenue iacreases in 
tho~andsof dollars and in percent originally requested by 
applIcant and the authorized increases. 

Additional Revenues Requested* 
,Dollars Percent' 

1984-
1985 
1986 

$445.3-
74.4 
60.4 

Addit1cnal Revenues Authorized* 

1984 
1985 
1986 

Dollars. , Percent 
244.2 

72.6-

2&.4 

2~_1X: 

s_~ 

.1.8: 

* Excludes utility users fee • 

... 
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A.83-12-60 ALJ/emklrlJ. 

The que8tion of ·wh.ieh multiple regression analysis to 
adopt and the assoc,iated impacta on revenues' and expenses '~s the ", .. _ ~ 

principal issue in this proceeding. Applicant' B proposal to

correlate sales volumes with temperature and rainfall deviations 
from normal c11matic conditions for each billing period (monthly 
periods for applicant) provides more realistic estimates than 
the annual correlations embodied in Standard, Practice U-2S (U-2S) 
which was used by the Commission 8taff (staff)-. However, we are 
not adopting applicant'. proposals to base the adopted qaa~t1t1eB 
on three years of monthly data or to dispense with' the precipita
tion adjustment for rainfall 1n excess of four incbes per mouth 
described as the '~od1f1ed Bean Method" in tr-2S. w~ are following: 
the "Con:mittee Method" using the same average consumption for 
1984, 1985-, and 1986. The following tabulation shows the average 
per customer estimates of commercial .. les» in hundred cubic' feet 
(Ccf), (includiJlg. domestic customers) of applicant and the staff 
and the adopted sales level: 

Year -
1984 
1985 
1986 

Annual Coumercia1 Sales in eef 
Per Customer 

Applicant 

211 
198 
18S 

Staff 

266 
264 
262" 

Adopted, 

2SS 
2SS 
2SS 

The adopted rates increase the proportion of revenues 
reeovered in service charges from 24.4% to ~2.3X::, 'but the rates 

adopted are cODSistent with our existing water rate des1gn , 
policy which includes & requirement to maintain a minimum ~ 
d1fferentW between cumulative lifeline rates iu:reases s1Dce 
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A.83"';12-60 'ALJ/emk/ra 

January 1. 1976 and the overall percentage i-acrease in rates 
aiu:e that date. Applicant's proposed rate design. targeted 
at reducing the d:lsparity between incremental revenues and 
incremental expenses caused by differences, between actual sales 
volumes and adopted est:lmates. is incousistent with our water 
rate design policy for maintaining tbe 2SX lifeline rate 
differential. We have directed the staff to prepare a report 
to examine the problem of mald.ng more realistic and, ~ppropr1ate 
distributions of revenues between service charges and, consump
tion charges and to submit the report to the water industry . 
for comment before taking any further action (see mimeo. 
page 29 of Dec18:ton (D.) 84-01-042 dated.1anuary 19'. 1984 in 
Application (A.) 83-06-01). We will not modify our existing 
rate design po11ey as requested by applicant before we act on 
otner proposedcbanges to that policy. 

Table 1 on the following paQes shows the adopted 
summary of earnitlgs at present rates. and at authorized' rates 
for 1984 and 1985 ADel 1986. Those amounts are reasonable. 
Table 2 shows applicant's requested rates of return and. 

the adopted rates of return for 1984. 1985. and 1986. 
Applicant stipulated to the staff recommendation 
for using the same capital structure and rates of returtl for 
the three years. The staff rate of return e8t~tes are 
reas01l&ble and .are adopted. S1rlce the same overall rate of· 
return will be adopted, for the three years. there 18 no: 
fiDallCial attrition. 

, .. 
" , . 
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A. 83-12-60 IALJ Ira 

OperadDg ltevenue 

OperadDg ZXpe'oles: 

Ope.rati.on· & Ha1nt4mance 
v1thout t7nc:olleet1blu 

17ncolleet11:>lu . 

J)eprec1&t1ou 

Wet Operad:ag levezme 

])eprec:ta:ed lata JaM 

kte of J.e.t\ms. 

TABIZ· 1 
Pale. 1 

19"84 
Pruent 
'Rate!.:. 

~ 1.106,.720 

760 

47,.380· 

85,.544 

23 

1,,033,.226 . 

68 494 0
• 

, . .. 

·.Adoptect: . 
Bate. 

.. , .1 I",. 

930 

381~61' 

47',.380' 

85,.544 ". , ',' . 

'I ',: .', " " 

1,.139~ .. 

211,..785· 

2,. 048.l83. : . 
10~34X:' . 

" T' 



:".' 

" ...•. 
, ',/-

A. 83-12-60 IJJ.J/r& 

." 

Operation & HI1ntenance 
w1thout tTncol.leA:tiblea 

'Uneol1ec:t:1blea 

%ota1 Deduct1O'ZW 

Net Operating ·levenue 

Deprec1a1:ed' late !ue 

lta1:e' of :Return 

.. 

" 

umzl 
Pa,e 2 

-4&-

1985 
PrUe:D.1: . 

RAte. 

~·1.376~688-

76.230' 

1.189:,.832' . 

186.856- .... · 

2,.150.19& 

8.691, 

·Adopted .. 
. ]ia1:" " 

~. 1~"9~'" 
J :. ,. 

1,,000' , 

4Q4;~701 

S2~' 

112'~443: ,. 

U3.3!O~ . 

1.227'~O·22. :,' 

222~27.·, 
", 
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Operation & Ha1ntenance 
w:tthoat'Uncolleet1blu. 

'Uncollectiblu 

Mm:l:D..; . & General w:Lthol1t 
Frauch1ae 

l'ranch:be 

Deprec1ation . 

Net Operating ,levenue 

Deprec1at:ed Ra.te. lSue 

TA»I.Il 
Pase 3-

1986-
huct. 

Rate • . ' 

SS.s60. 

U7,8U 

99'~776 

1.259';2OC> 

216 .. 40S~, 
',' -~' 

2' 217.sSO· .. . 

t.76X 

c." . 

.$- .l.5(2,~' 

, :,.! 

1,040 

.4lt,142. ' 

S5~O 
'. .., 

'n7~8U 

113-,276 
'" .. ,,' 

1·:t127~ . ... ., 

229'~210: 
," .. 

. 2.n7;5SO: " .. 
\,' ". '." 

:10~341' " 
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Table 2 .. 

SAmA. PAlJ'LA. WA.I'ER WORKS. LTD. 
Rate of Return Comparison 

(1984-1986) 

A221ieant'sRe~est 
!ffee-

Staff Recommended 
and'Adoeted 

tffec-
Capital tlve Rate of Capital t1ve Rate of 
'Ratios Rate Return Rat:1os Rate Return 

1984 
-,:ong-term Debt 37.641- 13.42% 5,.054 37.0~ 12.061 4.46X 

Preferred Stock 33.92 ' 5.00 1.70 35.00 5.00 1.7S 
Common Equity 28.44 15.00 4.27 28.00 14 .. 75 4.13, 

Total' 100.Oot 11~01X 100.001 10.34X 

.1985 
-,;eng-term Debt 35.611. 13:.42l. 4.78%. 37.0ot ' 12.061 4.461, 

Preferred Stock 35.02 5.00 1.75 35.00 5.00 ' 1.75 
Common Equity 29'.36 15.00 4.40 28-.00 14.7S 4.13: 

"Iotal lOO.Oot 10.9~ 100~001 10.;341. 

1986 
--,:Qng-term Debt 38 .. 83% 13 .. 431 5.21% 37.001; 12.06% 4.461 

Preferred StOck 33.29 5.00 1.66- 3S.00, 50.00 1.7S 
Common Equity 27.88~ 15.00 4.13 28~OO 14.75-: , 4.1~, 

Total 100.0ot 11.061 100~00% 10.34% 

.. 

• 
-5-
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A.83-12-60 ALJ/emk .. 

Applicant asserts that (a) its present rates do. 110t 

permit recovery of a reasonable proportion of fixed charges 

in its service charges ; (b) its earni1lgs are subject to wide 
fluctuations; (c) sales deviations from the adopted volumes change 

its general metered revenues by $0.491 per Ccf versus 

incremental purchased power and replenishment expenses· of about 
$0.11 per Ccf. or approx:lm.ately a 4.5 : 1 ratf.O;Y (d) Commission 

authorization of its proposed rates would reasonably reduce. 
those large fluctuations in earnings; and (e) 1t8 proposed: 
rates are designed to recover two-thirds of its fixed· expenses 

in service charges. 
Hearings 

After notice. public vitue" and evidentiary hearings 
were held in Los Angeles on April 24 and 25,. 1984. before 
Administrative Law .Judge (ALJ) Levander. Testimony was presented 

by Daniel H. Conway. Fr41lk Brommenseheukel, and: Randall .J. White 
for applicant, and by Artbar R • .Jarrett, Ishwar Garg, aDd 

Richard F1nnstrom for the staff. A statement was. made by 

James Carlisle Barringer, a member of the Santa Paula City (City) 
Couaeil. representing. that city. The matter was submitted 
subject to receipt of late-filed exhibits which' have beeu 

received. -
Under the Rate Case Processing Plan procedure, au 

informal public meeting was held in Santa Paula on March 7, 

1984. Approximately 20 of about 6~.OOO of applicant's customers 

attended that: meet1Dg~ including Barringer. then mayor of Santa Paula. 
Customers objected to the size of the 1nC1:ease and to allocations 
of Park Vater Compauy'. (park) main office ~~Il;Se to· appli.cant. 

11 This ratio is reduced by changes :ttl :tncome taxes, fraueb.1ae 
taxes, anduncollectibles • 

-6-
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(park purchased approximately 981 of applicant r. common cd 
preferred stock from applicant'. shareholders under the 
authorization granted in D.90217 dated Jarzu.a:ry 23. 1980.) 
At the hearing. Barringer raised the following objectioDS to 
applicant's proposal: 

4. A 461. i1lCrease would adversely :!.mpact 
applicant's customers~ including persons 
with low incomes or tllose who are 
unemployed (there was a ~.8t unemploy
ment rate in Santa Paula in November 
1983). 

b. There would be no incentive for 
residential customers to conserve water 
1£ fixed service charges constituted 
major portions of their billa. 

c. Applicant r B proposed 151. return on 
commou e~itywas objectionable because 
applicant's stock is closely held. 

d. Customers want to see economies in the 
utility'. operations--perbaps through 
local control of its operations. 

Correspondence concerning this proceeding received 
by the Commissiou (including correspondence' mailed to Barringer. 
wh1ch he tendered to tbe Commission over applicant'. object1ons) 
discussed the above-mentioned issues raised by Barringer. In •. 
addition. two customers complained of bardness in the water 
and one compla1tled of excessive ~essure requ1ri1lg his ill8tal
lation of a pressure regulator.!] The City also suggested 
consideration of spread1t2g the- increases authorized over several 
year •• 

2/ Ris pressure of 12S pounds per 'Square illCh is at the upper end 
- of t~ Dormal pressure range applicable to public utility 

water companies which we adopted in General Order· 103 • 

-7-
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RESOLTS OF OPERATIONS 

Average Use Per Cust~er 

App11c.ant based its e.stimates of annual consumption 
and, in turn, operating revenues on monthly correlat1oDS of 
temperature and rainfall with consumption for the years 1980 
to 1982. Applicant's witnesses testified that: 

&. Using monthly data, there is no, 
significant difference between esttmates 
produced U$1~ its methodology which 
does not subtract rainfall in excess 
of four inches per month and the 
"Modified Bean Method" used by the 
staff which makes such adjustments; 

b. :the staff use of annual weather and 
consumption data for the years 1976 
through 198~ (excluding 1977. a drought 
year) produces erroneous results 'because 
it practically eliminates significant 
temperature consumption correlations; 

c. Use of & seven or more year base periods 
for making consumption-weather correla
tions, following the U-2> methodology, 
does not recognize significant recent 
declines in use per customer; 

d. Applicant's use of three years of 
monthly data gives proper recognition 
to this decline in use; . 

e. The data in Exhibit 4 show a lX 
variation between 1983- recorded 
commereial use per customer and a 1983· 
projection of its weather-adjusted 
estimate; and 

f. The'latter correlation demonstrates the 
validity of its approach • 

-8-
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ODe of applicant'. witne8ses alao testified that 
there is no significant variation in using appropriately· 

correlated Santa Paula weather station data with Oxnard weather 
station data in h1a studies. The Santa Paula weather station 
was established in 1954. 

The ALJ directed applicant to prepare la:te-filed 
Exhibit 9 snmmar1zing average commercial use projections for 
longer time periods u8iug both its methodology and the staff 

methodology. modified to use monthly rather than annual weather 
and consumption data. Applicant selected nine intervala 
rangi~ from 1980 to 1983 to 1971 to 1983. No· 1977 drought
year data were used in these studies. The tabu1.a:r and 
graphical data in Exhibit 9' are reproduced as Attachment A 
of this decision • 

Exhibit' 9 demonstrates that large changes ion use due 
to temperature variations were' not reflected in the staff estimate 
(in Exhibit 5) using cnual data;. Improved co~uter 
equipment now available to the illdustry and to, the staff 

'" - .'. 

should be used to ·obtain better estimates. by correlat1nq ... 
weather data with consumption by bill"inq., period· rather than 
arinually _ 

l1-2S is the product of staff and water industry review 
of empirIca1. data. We are aware that other factors.' which have 
not been quantified .. affect use patterns. U-2S reflects au 
analysis of past data to predict future use. It incorporate.·. 

past conservation activities and past price elast:tc1ty effect., 
!f any • 

-9-
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A.83-12-60 ALJlemk/ra 

Further study U Deeded to determine 1£ the •• rlmDll 
monthly 4-1:Dch rainfall adjuatme'Dt in '0-25- should· be .oc!1f1ed. 
In Exhibit 9. appl1c&1lt r. methodology produce. lover AnDU.l 

estimate. thau the .taff estwtes. 1'beu dUferenc.s 1Dcreue 
with use of shorter bue per1ods. 7be re .. o~ for these 
difference. were not developed on th1a record. Absent & 

compelltQgr&t1onale for adopttng applicant'. methodology 
we will 'DOt 1DOd~y the standard practice which uses a maximum 
rainfall adjuatment. . . 

Exhi.bit 9" show. relatively 811&11 v&riat1o'DS in 
estwt.. of 1984 amaual use per Customer between aix projectioDa 
usiug a bue of .even or more year .. of re~orded lDOnthly uae 
and weather data. The aix eat1mate. vary from 2SS.3S eef .to 
256.99 Cef with rainfall adjusted to a maximum, of four lmcbu 

per month.' The correspondiDs estimates. v1thCNt the uximmD· 
rainfall adjuatme=. vary from 248.94 Ccf to 252.10 Ccf. %be 
projected year-to-year chAnges vary from <a) . .an increue of 
0.47 eef to a decline of 0.46 Ccf per year with the ra1nf&11 
adjustment aDd (b) decli1lea of between 0.60 Ccf &Dd 2.33Ccf 
without that &cIjuat:ment. 

-10-
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A.83-12-60 ALJ!emk/ra 

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

Exhibit 9 projects annual declines iuue of 
increasing magnitude as the base period is shortened. Tabulated 
below are the projected 1984 and calculated 1985 and 1986 
estimates of use per customer baaed on three- to .1x~year 
base periods derived from Exhibit 9- and applicant'., estimates' 
contained in Exhibit 1. 

Short Term 
Average Annual Use Per Customer in Ce£' 

• Base Perloa .. .. 1979: .. 1979- .. 1980- .. , 1980-.. .. .. .. 
Year .. 1983 .. 1983 .. 1983- . 1982 .. .. .. .. 

With Maximum 
Rainfal1'Adjustmeut 

1984 252.30 238.7& 234.14 -, 
198~! -250.74 232.52 225-.82' ., 
198()tl - ' 

249.18 226.28 217.50 -, -
WlthoutMaximam 
Rainfall Adjustment 

1984 239.45 227.71 218.57 211S/ 
1985~l 234.43 218.21 204.75- " 19s!:.! 
1986~/ 229.41 208.21 ~90.93 18s!=/ 
a/ - Not available .. 
b/ - Calculated based on data in Exhibit 9. 

~l Applicant'. rounded· estimates. 

.0 , '. '. '., 
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The adopted use of 255 Ccf is a rounded estimate of 
the 1972 to 1983 (excluding 1977) projection. That projection 
bas the best statistical correlation of the longer texm 
prOjections.11 We have considered that ,the 1972-1983, curve 

,. is Olle of a closely bunched family of pr~jeetions (see
AttacbmentA) .. 

Applicant is not persuasive in demonstrati~ that 
the average. customer use, will continue to decline by: 13 Ccf 
per year based on three years of base data. The' l3 Ce£ . 

represents a S.Sx decline in use from 1982 to 1983 and 
a 6.6~ decline in use from 1985 to 1986:. Applicant's estimate 
of the cumulative clec11De in use between 1982 to 1986-. amoullts 
to 52 Ccf~ or about 22: ,of its 1982 estimate of 237 Ccf. 
Applicant was unaware of any major changes inlancl use~ 
occupancy ~ or of any other factor to explain such large declines 
in est~tedwater use. 

2/ Standard errors for some of the short-term projeceions .are 
lower tba:n the errors for the longer texm proj.ect:tons (see 
Attachment A). The standard error for ebe maximum rainfall 
adjusted studies are consistently lower than for theuuadjusted 
studies of equal duration. ' 

_-12-
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A.83-12-60 AlJ/emk/ra* 

Weare unprepared to accept applicant" s predict:t'o~ 
of very large overall declines in use. The adopted amount' of' 
255 Ccf for 1984, 1985, and 1986 is reasonable, for estimating 
applicant's revenues and expenses; it is, consistent with the 

.. six lO'Dg,,:,term.ma.ximum rainfall adjusted projectionS. It is 

reasonable to use the Same average'consil:mption f~reach 
of the t'bree years. . . . 

Applicant's estimate of . average public authori~y' 
and irrigation customer sales" concurred' in by st~f, are' . 

adopted. 
Numbers of Customers 

App11C&'Qt~. estitDatesof numbers ofeustOmers hy class, 
. , . 

concurre~ in by staff, are adop~ed. 
Operating Revenues , 

Table 1· contains the adopted operating revenues b&sed 
, ' 

upon adopted' sales volumes and numbers of customerS by c1as's~ . . 

Unaccounted-for Water 
The st&ff contends that applicant'sesttmAee of, . 

unaccounted-for water of 17.31% is excessive and that the ii.<r4 
allowalXe for unaccounted-for water adopted in D.92S.i6'c1&ted 
March ,21, 1980 is reasonable for this proceeding. Applicant 
concurs with the staff estimate for uuaecouuted-for pumped 
water. Appl~t 'a explanation of 'the high percentage', 'of 
unaccounted-for water recorded in operatillg its gravity irriga-

,. _ ' " T 

t10n system. is as follows: 

-13-
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A.~12-60 ALJ/emk/ra 

1. Water 18 dlverted from the Santa Paula 
Creek lnto & gravity pipeline for 
dellveries (on a scheduled bas1a) to 
its irrigation customers. 

2. In order to. operate the gravity _ system. 
water must be maintained at a high 
level within its pipeline. 

3. After completlon of irrigation water 
deliveries t large quantlties of vater 
remaining 1.n the pipeline are discharged, 
iuto a lower section of Santa Paula ' 
Creek. 

4. This return water is treated &8 U'D4cc01lnted
for water. which results in an apparently 
excessive percentage of unaccounted~for 
water. 

We accept applicant· s explanation of" the large 
amount of unaccoUDted for water in its irrigation service and 
.adopt applica.nt·s estimate • 

Purchased Power. Cbemfr...al. 
and Water RepleuSabmetd:: 
.!!Penses . 

AppliCant and';.tbe .taff used the same methodology 111 
computi:ag these expenses. The difference. in their estimate. 
are prfmarlly related to their re.pective esttm&tes of pumped 
volumes of ".ter. wh1ch in turn are related to J?~ped vater 
sales volumes and unaccounted-for water. The staff purchased . 
power expense' estimate 18 based on electric rates of applicant'. 
supplier. the Southern california M1.aon COmpany (SCE). in effect' 
on J'amLUy 1, 1984. Appl1eant used the August tt.1983 SCE rates 
b effect when it prepared· its study. The impact ofcbangea 1li , 
electric rates and of replenishment rate. are subjeCt' to. offset' 
rate relief." , 

J 
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the adopted expenses shown in Table 1 reflect scg'. 
latest electric rates, adopted pumped water salea volume.. and 
an III allowance for unaccounted-for' pumped water.!l 
Payroll Expenses , Overheads, 
and Nonlabor Expenses 

In deriving its payroll expense estimates. applicant 
increased its 1983 budgeted payroll expense by 84 per year 

through 1986. 'the staff estimates contain cumulative escalation 
factors above a 1983 base year of 3.95X for 1984, 4.88:· for 
1985. and S.14X for 1986 based on recommendations of the staff 
economics section.. Payroll taxes, pensions. and' benefit 
estimates reflect the payroll levels used in the estimates. 

Applicant used an annual SX escalation factor: for 
other nonlabor expenses for 1984, 1985·, and 1986. The staff used 
factors of 3.n, S.8%, and 6.SX for those years. 

Applicant stipulated. to the staff esttmat8a. which 

use more recent data in est1matinq inflationa.ty trends than 

applieant. 'The staff estimates ue reasonable and are 
adopted. 

"Expense Allocations 

4/ -

Conway testified, that: .. 
1. Prior to Park' a acquisition of .. 

applicant, Milton teague was applicant's 
president and principal stockholder; 
Teague was also president and principal 
shareholder of the Lfmonera Corporation 
(Lfmonera) and of other corpora~!ons; 
applicant: received management, financial, 
accounting, main office, ancl other 
functional services from Limonera in 
exchange for payment of a nominal $3,000 
to $4,000 aalary to Teague. 

When the Santa Paula Creek is low. applicant supplements 
supplies for its f:avity irrigation customers with pumped 
water. Applicant s rates for gravity irrigation deliver.i.es 
reflect ita tDcremental power cost. to supply pumped water 
to the gravity system. 

-lS-
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2. These functions are now auppl1ed to 
applicant by Par~ 

3. During the transition period following 
Park's acquisition of applicant. Park 
absorbed some of applicant'. management 
and billing costs. 

4. Based on a 1982 study Park developed 
allocation factors for &Ss1gn1ng its 
main office expenses to its operating 
divisions and subsidiaries based, on 
the Commission-adopted four-factor 
method. §;./ 

5. Park's expense allocations to applicant 
for these services are $126.186 for 
1984{ $135-.698 for 1985. and' $145.753 
for 986. ' 

Certain administrative and general expenses assignable to 
multidistr1ct and/or to several companies cannot be directly 
ass1,gned to a particular operational unit (OU) (districts or 
independent companies). The four-factor method averages four 
ratios of numbers applicable to each OU by the total for all 
OUs. The four factors are: 

1. Direct operating expenes. exclud1llg 
uncollectibles. general expenses. 
deprecation. and taxes. 

2. Gross plant. 
3. Number of employees. excluding. gener&l. 

office employees. 
4. Number of customers. 

This procedure 18 not followed where inappropr:Late; e.g •• 
payroll taxes are assigned based on payroll expenses • 

. ' 
.. 

'. 
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6. Dae to Park's expertise. it is no lODger 
necessary to engage outside consultanta 
for prepar1Qg rate case applications. 
Consequently» applicant' 8 rate case 
expenses are substantially reduced; e.g •• 
from $63,000 amortized over five years . 
to $3,000 amortized over three years. 

7. Park's billing expe1l8e allocatioIUJ to: 
applicant are lower than today'. costD 
for the outside billing service formerly 
used by applicant. 

The sta£f allocated 0.751; of the Common Data· 
Processing and billing expenses charged to applicant by Park 
to a mutual water company» which receives billing services from 
Park. Applicant'. personnel operate three mutual water 
companies. Applicant charges the mutual. for labor and overheads 
incurred based on time-card· records and charges the mutual. for 
noulabor expenses. However, applicant neglected to alloe&te a 
portion of its overhead expenses to the mutaals; e.g •• for 
insurance coverage. Applicant stipulated to those staff 
allocations. The staff estimates are adopted. 

Originally» the staff allocated', portions of Park r. 
main office expense to the mutuals. Based on applicant'. 
testimony that Park did not supply management 8~ceB to the 
mutuals and that the mutuals contracted for such services else
where» the staff concurred with applicant t s main office expense 
allocation method. 

The expense allocations adopted in Table 1 are· basee! 
on the stipulations describedahove which are reasonable. 
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pneollect1ble Expense. 

The methodology used by applicant and the .taff 18 ' 
reaso1lable. The adopted amounts reflect adopted revenues. 
Rate Base 

Applicant stipulated to the staff rate base esttmate •• 
The modifications proposed by the staff reflect: 

1. Staff use of later reeorded utility 
plant data which in turn affect 
estimated reserves for depreciation. 
The staff concurred with applicant's 
new study of depreciation accruals 
based on a new straight-line remaining 
life study. That study provides a 
reasonable basis for determining 
depreciation expense for 1984, 1985, 
and 1986 and is adopted. 

2. The sta££ corrected errors and omissions 
in applicant's estimates of advances for, 
construction and contributions in aid of 
eonst:ruction. 

3. Staff use of later data incalculati~ 
deferred federal income taxes rate base 
adjustmenta. 

The staff estimates, including a stipulation eliminating central 
off!ce plant allocations to· the 1In.1tuals,are reaso1l&ble aud are' 
adopted. .,"' 

The adopted average rate bases are $2,048,183 for 1984, 
$2,150,196 for 1985, and $2,217,550 for 198~ • 

-18-
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RAl'E OF RE'roRN 

Table 2 shows the elements of rate of return requested 
by applicant and tbe adopted capital structure and cost factors 
recommended by the staff which were stipulated to by applicant. 

Park owns 981. o£a.pplicant t s common and preferred 
stock; it advances funds needed for applicant's plant construction. 
Park allocates a portion of its debt~ associated with plant used 
in COIlIDOD by it and by its subsidiaries ~ to applicant. Applicant 
est !mates the remainder of the debt in it,S capital structure as 
its rate base reduced by the book values of its common and 
preferred stock and the common plant debt allocation.. Applicant 
is charged monthly interest on its advances from Park a.t the 
current ''Baa'' utility bond rate published by Moody's. 

Applicant stipulated to the re~onableness. of the 

lower staff esttmates of the cost, of debt~ 12.06 versus, 13.51. 
requested and to a lower rettzrn on equitYt 14.751. ver,sus& 
requested 15.~. . The imputation of long-term debt described 
above, is reasonable. Applicant r S customers benefit from: the 

existenc::e Qf 3SX of aJ,:Pliamt·s capital;zation in :pre£ened stoc:k -..r.i.th~ f 
~ective rate of SX. 'the 28X of, cotlral eCtuity in applicant's CaPital'structure . 
is relatively low. The staff concludes that an overall rate of, 
return of 10.344 for 1984, 1985~ and 1986 is reasonable';" We 

concur. 

.,' '"" 
~d 
!,.\I, 
• ~ I' 
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Applicant's general metered rate design was designed 
to recover two-thirds of the fixed expenses (derived from its 
cost-of-service study) in service charges. AltertJ&tively_ 
applicant sought to increase the. portion of its total revenues 
derived from service charges in excess of the Commission's 
lifeline criteria. As noted above. adopted rates increase the 

percentage of applicant's revenues in service charges. but they 
stay within the l:lfeline criteria. Conway testifiecl that at 
present rates low serviee charges for larger meter sizes do not 
provide a suff1eient incentive for applicant r s customers to 
size their meters in proportion to their usage; therefore, some 
customers obtain service through oversized meters with the 
capability of imposing excessive demands on applicant; pricing 
of water meter se1:Vice charges should be demand-oriented. 
following the Commission's electrical prieing policieg based 
on time-of-use. Applicant proposes to' decrease tail block rates 
from $0.491 per Cc:f to $0.40 per Cc:f and, to· increase service 
charges. For a S/8-x-3/4-inch meter, applicant proposes a 
service charge increase from $3.00 to $7.68 (an 156% 1ncTease). 
Applicant It.toposes larger 1nc:reases with each increase in 
meter, size; "for au 8-inc:h meter, applicant proposes to 

'. ." 

increase the; service charge from $51 to $502 .21 (an 8851 increase). 
The adopted rates are designed to partially eorrect service 

charge :It:ibalaa:es and more reasonably apportion the increase between . 
customers. It would not be reasODable to correct such- imbalances 
in one giant step. as proposed by applicant. Lifeline eriterla· 
should govern percentage iDcreases at the lifeline quantity of .. . 

-20-
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3 Ccf per 'month for 5/8-x-3/4-ineh meters. not percentage 
increases at 3, Ccf for larger sized meters.?/ which would 

maintain unreasonable dispari.ties between meter ~izes. , 
APplieane's use of cost-of-service criteria for 

"establishment of' a separatescbed~le for its resale customer 
is not persuasive. and ~ not adopted. Applic~ntproposes a 
major shift in its ,resale billing from quantity rates to service 
eharges2.' and establishment of a sitlgle resale quantity rate. 

Applicant's proposal to change measurement units 
from au. obsolete miner's ineh-day quantity measgrement for,its 
ltmited measured irrigation service .to aCef measurement is 
re&Sonable~ the adopted percentage i~eases for,this schedule 
and for private fire spriDkler service are approximately equal 
to the percentage increases for 8etleral metered service.'. The, 
i'DCreases in limited measured irrigation service rates include 
iUCl:'eases in both minimum charges ,snd in quantity ,charges.' 
Applicant did not propose any change in its existing. $9.50 , 

. , '. 

minimum charge for each irrigation delivery. Future pumped> 
irrigation quantity charge~ should trackcbanges in electric 
and replenishment charges for pumped water delivered to ehe 
irrigation system. 

~I Applicant. provides uo serrice through3/4-inch' meters;. 
§/ Applicant proposes the same service charges for 4- and ,O-ineh, 

meters' for general met:ered service as for resale service.,' 

. '".' 

-21-
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Findings of Fact 

1. Applicant:'. correlation of ita sales volumes with 
temperature and rainfall deviations from normal climatic conditioDS 
for each billing period provides more realistic estimate .. ' than 
the armual correlations embodied in 11-25, which vas used by the 
staff. ' 

2. Use of a monthly maximum rainfall adjustment of fOur 
inches in estimating sales volumes is reasonable. 

3. Applicant: 's estimate of sharp- annual declines in average 
use based ou three years of data is unreasonable. The,adopted 
annual average commercial sales per customer of 2SS cef for 1984. 
1985, and 1986 based on long-term correlations of weather 
conditions and use is reasonable. 

4. Adopted revenues based on average cODlllere1al sales of' 
2SS Cef and on applicant' 8. estimates of other sales volumes are 
reasonable. 

5. Purchased power expenses should be based ou SCE' s 
latest rates. adopted sales volumes, and an ll~ allowance, for 
u1l&Ccounted-£or pumped vater • Repletdsbment expenses should be 

based on ex1sti~ replenishment rates and adopted· pumped·wa~ 
volumes.~. 

6. The staff estimates of labor cd nonlabor1nfl.ation 
factors are reasonable. 

7. Management nerv:l.ces provided to applicant: by Teague 
And! or Limonera were IlOt Compe1lS&tory. 

8. Park provides billing. fin.anc1al, engineering, and 
administrative serv1.c:es to applicant. Park's method of allocating 
costs for those services to applicant based on the four-factor 
method 18 reasonable. Applicant omitted certain allocatiou'of 
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cost to ~tual water companies .. described above. '.rbe- staff'. 
revisedmod1ficatioDS to applicant'. estimates for those 
allocations are reasonable .• 

9. Applicant: relies: on Park's ability to obtain funds to 
meet applicant' 8 fiDancial .. requirements. It 1s reasona:ble to 
allocate a portion of Park's ~.5X debt cost to appl~ant on 
common plant. It is reasonable to· estimate applicant' 8 overall 
cost of debt at Park's costs of 12.06X. A return on equity of 
14.7S~ is reasonable. The capital rati08 and capital costs 
contained in Table 2 are reasonable and are adopted. A lO.34~ 
overall rate of return 1s reasonable. 

10. The adopted estimates of operating. revenues, operating 
expenses, rate base, and rate of return for test years 1984, 
1985. and 1986, shown on Table 1, are reasonable • 

11. The percentages of ~oss plaut depreciation rates 
contained in Chapter 7 .of Exhibit 1 are reasonable and.sbould be 

adopted for calculation of aunual book depreciation accruals 
from 1983- to 1986. 

12. Applicant t. earnings are subject to wide fluctuations 
because its incremental sales reveuaes are approxfmately 4! ttmes 
its variable power and replenishment expeuaes per Ccf. This 
ratio is reduced by income taxes and uncollectible •• 

13. Applicant r s proposed rates would constitute a massive 
one-step shift of revenues from quantity rates to service charges. 
Its rate proposals contravene our lifeline rate design policy. 

14. Applicant's proposed rate shift ~s excessive. The 
adopted rates reasonably ~ncieaie tlle propOrtion of revenues . . 

reeovereCl·in applicant·s se%viceeharqes • 
. ' 

,'; .' '~ 

., ." ,. 
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15. The inc:re&ses in rates and charges authorized 1n 
Appendix A and Appendix B are just and reasonable; and the present 

rates and charges. insofar &8 they differ from those prescribed. 
are for the future unjust and· unreasonable. 
Colle lusions of Law 

1. The percentage of increase in the monthly 3 Ccf 
lifeline quantity applies to water supplied" through Sl8-x-314-
inch meters. That percentage should not serve to limit reasonable 
differentials in service charges by meter sizes. Service charges 
for larger meters are utlre&sonably low. Th1s imbalance should 
be elimiDated 1u reasonable steps. 

2.. The appl:1cation should be granted to the extent 
provided by the foll~ order. 

3. Because of the immediate Deed for rate relief the 
following order should be effective today. 

ORDER 
~-----

IT IS ORDERED that: 
1. Santa. PaulA Water Work$.. I.td. (applicant) isauthor1zed 

to· file the revised schedules. attached to this. order as Appendix A 

and to concurrently cancel its present schedules for such serVice. 
This filing, shall comply with General Order (GO) Series 96. The 

effective date of the revised schedules shall be 4 days after 
the date of filing. The revised schedules shall apply only to 

serv:1ce rendered on and after their effective date. 
2. On or after September 15. 1985 applicant is authorized 

to file an advice letter. with appropriate work papers. requesti'Dg 
the initial step rate lucreasea attached to this order as' 
Appendix ~ or to file a lesser increase which l.nc1.udea & utdfoxm 

cents per hundred cubic feet of water adjustment from Append1xB, . . . . 
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iu the ~ent that the rate of return on rate base.. adjusted to 
reflect the rates tben in effect and normal ratema1cing adjust
ments for the 12 months ended July 31 .. 1985 .. exceeds 10.341. 

. '. 
.> ",' 

Sueh filing shall comply with CO Series 96. 'the requested step 
rates shall be reviewed by staff and shall go into effect upon 
staff t s determination that they conform with this order • But, 

staff shall inform the Commission if it fiDds that the proposed 
step rates are Dot in aecord with this decision.. and the Commis
sion may then modify the increase. The effective date,: of the 
revised schedule shall be no earlier than November 1. 1985, or 
30 days afte% the filillg. of the step rates .. whichever is' later. 

',,\-. 

3. On or after September 15, 1986 applicant 1a. authorized 
to file an advice letter, with appropriate work papers, requesting 
the secoDd step rate increase attached to this Order as Appendix B 
or to file a lesser increase which illeludes a uniform cents per 
hundred cubic feet of water adjustment from Appendix $ in the 

event that the rate of return on rate base.. adjusted to reflect 
the rates tben iu effect and normal ratemaldng adj.usemeuts for 
the 12 months ended July 31 .. 1986. exceeds 10.341. Such fUing 
shall comply with GO Series 96. The requested step rates sball 
be revised by staff and shall go into- effect u~ staff's deter~ 
mina.t1on that they conform with this order. But staff shall 
inform the Commission 1£ it finds that the proposed step rates 
are not 1D aceord with this decision. and the Commission may 
tben modify the increase. The effective elate of the revised 
schedule shall be no earlier than November 1, 1986 .. or 30 days 
after the filing of the step rat:es, whichever is later • 

-25-
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4. . Applicant's percentage of gross plant depreciation', 
accrual rates contained in. Chapter 7 of Exhibit 1 shall be 
used to calculate book depreciation accruals beginnIng on 
January 1. 1983. 

5. The application 18 granted as set forth above. 
This order is effective today. 
Dated NOV 2 1 1984 • at San Francisco. California. 

. . ~ .. 

Comm.!.SS:10:U'l" :V1c:t.or, C.o.:' 'Vo. ' . 
b~i:l.:le noc:OSS:l::!ly.'ab:;¢:lt~ 414'. 
llO-:: ~~rtie1~t.o. ' 
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ScbHul.e 110. 1 

GDIIAt. NOllUI) SUVICI 

Applicable to .11 aneral _tered wter Mrric •• 

Quantity Ia~.: 

'. 

Per ~ft' Per Hoath 
1984 - 1985, 1986 

71rat 300 n.ft ... Pft' 100 cu.ft. • •••••• 
0Nr 300 cu.fe ... per 100 C\l.ft • • •••••• 

Serrice Cb.trp: 

"or 513 x "4-1Kh MtC' ............. 
For 3/4-1Ach Mtft •••••••••••• 
"or l-iDch Mter •••••••••••• 
F« 1~-iAch .eter •••••••••••• 
'1ft 2-1.Dch .tel: ••••••••••••• 
J'or 3-1ach _tel' •••••••••••• 
'Jor 4-1Dch .tv ••• 1 •.•••••••• "or 6-11lch _tft ............. 
For a-1.Dch _tc .......... -' 

'- -
• 0' • .00 (l) .• 0~410,(l) ,.. 0.4]300' 

0.54% (1) 0 .. 511. (I) 0.582 (I) 

4.70 ' (X) 
6.00-
7.7S 

11.00· 
14.00· 
%6.00' 
36.C» , 
60.00' "".00 (I) 

4~9S (l) 
6.2S 
a;..2S 

11~50 
1S.00' 
28.00' 

.' 38.00· 
63.00' . 
94.00-' .(1) 

5.~' (I) 
6.~ 

a.SO' 
1%.00' 
15.50 

. 29.00. 
39.00' 
64.00". 
'6.00: (I) 

'%be Serrice a..rs.. i.e a r •• d1Jw •• -to-aerv. chq_ appl1cab1e to 
all _tftect •• rrice _DC! to 1IIlich 1. to be- .4de4 tM chars
coapute4 at tM Qgnt1t'1 bt.... far vater ued 4arSDc ~ 8OIlth • 
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Schedule No. 3ML 

Applicable to- all meuurec1 irrigation aerv1ce farn i shed' CD. al1m1tecl, ' 
bas1:s. 

Tp.RI'1'OIa' 

Santa. Paula. cd v1c1uity. Ventura Comlty. 

]tAIlS 

Per lOOeu,ft. 
Quant1tyJ&atu: 1984 1985", 1986'" 

For s,mv1ty flow prior to the 
commenc::emCt of pumping ope:at~ns ••• $ 0.081(I) 0.085(1) 0.089"(1) 

'When gr&V1ty flow is insufficient to-
supply &11 of the ut111ty·s 1rr1g&tion 
customers andpamp:tug operation. of the 
ut:tl1ey are necessary. .. • 0.211(1) 0.222(I) 0.,233- (X) 

le,r 24-Roar Day or AnY' Pord.on Thereof 
ll§£t , ~. l2§§: 

Foreaa 1xrl.gation 'Water de1ivt=r,Y .. • .'.$ 11. 69 (1) , ~:39' (1) ,~, 64 (1) 
, 

1. Service ucder th:ta sc:he4u1e' is Um1tedto the land. 'bfltDg, rendered' irr1g&ti.on 
serv1ce as of Feb:ruary 15. 1954. 

2. Reqaests for each', irrigat:ton'Water delivery sball b8 made to th& ut1l!tyDOt 
less the 4& hours m.dvara.ce of the tim& said delivery is' desired. 

'. 

',' 
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Applicable to all f:t2:e ~r1nkler aerrice. 

TlRRITOgY 

Santa Paula aDd v1c1n1ty, VenCJra County. :';" 

Per . Service Perlkmtb . 
l2§!t .am. . .!2!2' 

. , 

4-:Inch ......................... ~ 6.89"(C)(I)$-7.30(C),(I):$7 .. 4$ (C)(I),' 
6-inch ........... ., .. .. .. .. .. .... 10.33 f. . I lO~ 95 '1.< 11.:171 ,I:: 
8-inch .. • .. .. .. .. .. .. .. .. .. .. .. .. 13.7s.:(C)(I)14~61(C)(I>"14.:90,.(C)(l)· 

•• • c" ., • 

1. The customer w1ll pay, without refand, the entire coat of 1ut&lliDg the 
fire aprlnlcle.r serv1ce. 

2. %he 1Id.n~ c!1ameter for fire aprlJlkler H%'V1ce w111 be 4 inches and the 
msx1.mum d1aDleter w1l1 be not more thaD. the diameter of the mata: to-.wb.1ch the 
serv:tce 18 com1ected. 

. 
3.. '%'he automer'. wtallat1onma.at be such as to effe(:tively separate the fue 

apr1nkler system from. that of the customer'. regular water service.. Aa & 

part of the apriulcler service :!nstallat:1on ~~e ahall be a detector check 
or other d.m11&r device acceptable ~ the Company wh1ch w1l1 1nd:tca.1:e the 
use of water.. ArJ.y 1:lAuthor1uld use will be charged for at the regula:' 
establ1ahed rate for General Metered Serv1ce, .a:D4/ormay be groanda for the 
Company'_ c!1aeoutmuiDg the f:1re apr1nlcler serri.ee v1thout liAb:tl1ty to the 
Compcy. : 

4. %here ahall be DO crosa-co:meetion bet:ween the f1.:re apr1nk1er 8Y8tem· 8'appl1ed 
by water through the Company's f:t2:e apr1nkler service to- lillY other source of 
.apply without the _pee1f1e apprCNal of the Company. Xboe apee:tf1c approval 
vU.l req,td.re. at the customer'. expenae. & special double cheek valve 1D.at&1-
lat10n or other dev1ee acceptable to the Company. Any unauthorized crosa
cocinect1on ,.y be the groanda for 1mmed1&tely d1scontinuing the aprta.kl.er 
aerv1ce v1thout l£&b:U:1.ty tc> the Company • 

. . 
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APPINDI% :a 
Pqe1 

ADOP'.rID QUAN ttl lIS 

Name of Compmy: Santa Paula. Vater Worb 
Net-to-Cro •• lblti.pl:1er -, ~ oso 
l1nco1lec:ttble ltate - O~ 069% 
~rancb1.e ·7cc,ltata - 0' 
J'e4ual,'%&x late,- 46l. 
State Tax;kU' -9.6X,' 

L 'Water Con!UlDpt1cm 

Yater, Con8umpd.cm 1..7. 
Surf&c:& Supply A.J'. 
:B&l&nc.e A.. 'F. 
l1na.c:eoantec1 ~ter A..F". 
Pumped Water A.7. 
lleplci-abment Coat $ 

2. Purchased Power 

.!!§i 

4.756 
966 

3.790 
46S 

4.258 
13.,300 

1985 

4.831 
966-

3.865· 
478-

4.343 
13.,500 

Qaant1ty Pampe4, 4.7 • 
Pamp1l2g Coat $ 

4.258 4.343-
208.500 ' 214.600 

~ 
:affective Date 

2.601~OO 2.693.100 
. Aagg.st 13. 1984 

3. Water Ccmrampt1on/Cust. ~y 9." 
Commercial 2SS' Ccfq 
Publ1c·Authority.. 1.023 Ccf: 
Irr:tgattoD - 13.Xl3 Cc:f ,I 

lreule 8.946, Cd: 

'1986 

4.904 
966-

3.938 
437 

4.425-, , 
13.800' 

4.425- ' 
221 400 . , 

2.796.300 
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Page 2 

4. Adopted Con:merci.a1 Service by '!olock Size 

lWlge Ccf 1984 

lllock 1 0-3 207,80& ' 

Block 2 Over 3- 1,443~622 

S. Adoetec! Serv-!ce BI, Meter Si!e 

s/s" x 3/4" 50,114 ' 
3/4" 

1" 703 
l,.lf' 179 
2", 115 
3" lS-, 
4" 15 
6" 2 

Conrnerc1&l Metered 6,146' 
Irr1gat1on 23-:' 
Privata l"1%'e 22 

6,191 

. '. 

.!2n. '~ 

211~S8 215,217 

1,472,510:. 1,500~72&" 

5.224 '" 5,334 -
707> 712' 
191,' -- ,196 
117' , uz-
13 18, 

. 15,' 'i :: t,-
6,274, - '6.,399: 

2)., ,,",,23 " 

22 • 22-

.. 
6,319-' 6,444 



.• 
~83-12-60 /ALJ/ra 

~. 
APPINJ)IX C 

'. 
SANTA PAUIA WAlZlt WOEmS 
~ (R' MCNm.Y ctTS7ctma :BIUS 

AX PlmSlD:tr XSD ADOP'llD GmmRAI.. 
l'1t.t1tl(!1) IAlSS :FOR. A 5/8 X 3/4 INca lmD 

19.4. 

'D'aage Preunt: Mopt:e4 AmotQ1t: PercCI:t 
Cd late. Rate. Insea.t lneTea.e. 

0 $ 3.00 $ 4.7C>· of O~70 57: 
3 4.le 5.90 1...72: 41 . 

7.62 t;.6t 
'I 10 2.:07, 27 

20 12.53 " 15.11 2...58: 21: 
30 17.44 20 .. 53 3 .. 09;~ 18/' 
50 27.26 31...31 '4.11; 15 

100· 51.81, 58.47 6.66·, 13 

1 98 S 

• 0 4.70 . 4 .. 95 0.25 .5 
3 5.90 6.18 0.23 S 

10 9.69 10.1' 0.49' : S . 
20 15.11 15 .. 89- 0.78 .s 
30 20.5~ 21.60 Lf1I 5:' 
SO 31.n 33.02 1.6S .5 

100 58.47 61.57 3.10 ,. 
1 9'8 6 .tii!77 ., 

0 4.95 5.00- O~OS 1 
3 6.1S 6.24 ' 0.06- 1 

10 10.18· 10.n 0 .. 13 1 
20 15.89 . 16.13- 0.24 2 
30 2t.60 21.9' 0 .. 35 2 
SO, 3),,02 33.59 ' 0.57 2. 

100' 61'-ST 62..69 1.12 2:, 

. 
,'.,' 

. . 

• (BND CR APPINDIX C) 
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Income l'.Bx Calculadona on Ccms011dated :Baa1a 
at Author:tzed Bates for :rest Years 

1984. 1985 and 1986 

Operating ltevenuu $ 1.350.900 , $ 1.449.300 
Deduc:tions: 

0Qr1 ZXpenses 524.J.88. 543,.968: 
AF:A;, Jxpeuea ' 381.261' 404.701 ' 
'Xaxes Other than Income 47.3S0' S2.s4() 
Interest 87.50S. 91.887, 

Subtotal 1.040,332 1.093.096 

State :taxa.b1e Income ~ore Depree. : 310.s~ 356.204" 
State Tax Depreeiation 97.795- 116.041 
State Xaxable Income 212.m 240.16:r' 
State TaX @ 9;. 6X 20.426 %hOS6:, , 
Federal ~Deprec1at1on 97.278- 1J.S..2SS 
Federal '.taxable Income 192.864' 217.893-,' 

' ''tax ou Consol1dated kd. 
F1rat $11.480 ' 2.957 2 .. 957, 
ZXcus 83.437 94.950 

Consolidated n7 86.394 97.907:" 
Investment. %ax Credit 6.078 7.593 
'Xotal Federal 'Xax 80.316' .",90.314 
~tal 'Xaxe.s on Income 100.742, 1l3.3?0' ' 

$ 1.502.000 

567.931' , 
418.142- ,. 

SS~O 
94.7Sl 

, ! 

1;.136.390' , 

365.610-
122'~91 
242".619', 
2),.291 

l22.,363, 
W.9S6: 
2~9S7 " 

9S.899~ 
" -, 

' 98856" ,. ,,' 
' ,8'.871" 
89'.98$' 

113.,276:' , 
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. , . 

The adopted us~ of 2SS Ccf :La & rounded eatimate'of 
the 1972 to 1983 (excluding 1977) projection. That project1on 
has the best atatia.tic:al correlation of the longer term· 
projections • .!1 We have considered that the 1972-1983. curve /' 

is one of & closely bunched family of proj'ectlons (see,', /' , 
Attacbment A). ~ , 

Applicant 18 not persuas.ive in demonstTat~ that 
the average customer use will eontit1Ue to deeline»y 13 Ccf 
per year based on three years of base data. The"13 Ccf 
represents a 5.5% decline in Use from 1982 t~983. and 
a 6.6~ decline in. use from 1985 to 1986. AJPlf.cant' s estimate 
of the cumulative decline in use between. 1982 to 1986 amounts 

to 52 Ccf, or about 2n of its 1982 est~te of 237 Cef. 
Applicant was unaware of any major c~"es in land use, 
occupancy, or of any other factor to xplain such large deeli1les 
in estimated water use. 

Furthermore, tnA.83-l1- filed by another Park 

subsidiary, Uehling Water Compa.n.)j Conway presented a study 
designed to demonstrate price-e ticity 1nduced declines in 

use per customer. That study ~leeted the impact on. domestic 
consumpt:ton which foll~ed a ~2~ increase in P~k' s Vandenbeq 
Division revenues. :rbat stu~ showed no change in average 
household uses. COllWay testt-:1ed that the entire decline 
represented reductions in 1trigation uses. Assuming. that· 

/ 
1.1 Standard errors for 8 of the short-term, proJectiona are 

lower than the errors for the longer term prOjectiOns (see . 
Attachment A). The s andard error for the m,a.'Y:tmum rainfall' 
adjusted studies are ons1stently lower than for the unadjusted 
studies of equal dur tion. ' 

-- ) ... . . 

-12-
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applicant'. estimates were. realistic and there was no change 
in the average household use of applicant's customers. its 
estimate of a 22X decline in total commercial use over four 

years exceeds CollWay' s estimate of a 21X decline in Vandenberg'. 
domestic irrigation use. /./. 

We are unprepared to accept applicauer. predictions 
/' . 

of very large overall decliues in use. The/,:,aopted. amount" of .... 
255 Ccf for 1984. 1985-. and 1986 is reasonable for estimating 

/ 

applicant r a revenues and expenses; ~ consistent with the 
six long-term maximum rainfall adjU$ted projections. :It is 
reasonable to use the same avera e'consUmptionfor each 
of the three' years. 

Applicant's estima e of average public authority 
and !%'rigation customer sa es. coucurred ill by staff. are 
adopted. 
Numbers of Customers 

Applicant's stlmates of numbers of customers byclus. 
concurred in by .taf • are adopted. 
Operating Revenuea 

Table 1 ontains the adopted operating revenues based ... 
upon adopted sal s volumes and numbers of eust~ra by class. 
Unaccounted-for /WateT '. ' .. 

Theftaff contends that applicant's estimate of . 
unaccounted-;or water of 17.31% is excessive. and that the 11.01 
allowance for unaccounted-for water adopted in D.92516, .&lted 

I 

March 21. 1980 is reasonable for this proceeding. Applicant 
I 

concurs with the staff est1mate for unaccounted-for pumped 
. / 

water. Applicant'. explanation of' the high percentage of 
/ . . .. 

unaccounted-for water recorded in operating. :tts gravity· &riga-
I . 

tiou" system 18. as follows! . . . . 

I ' •• 
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RATE OF 'RE'ItlRN 

Table 2 shows the elements of rate of return requested 
by applicant and the adopted capital structure and cost factors 
recommended by the staff which were stipulated to by applicant. 

Park owns 9~ of applicant's common and preferred. 

'. ,'>,,", 

" .. '. , 

stock; it advances funds needed for applicant's plant construction. 
, ;" 

Park allocates a portion of its debt ~ assoeiated with plant used 
in cOIZIIlon by it and by its subsidiaries. to. applicant:?' Applicant 
estimates the remainder of the debt in its cai>i~tructure' as 

/' 
its rate base reduced by the book values of it.. common and· 
preferred stock and the common plant debt a!1ocation. Applicant 

/ ' 
is charged monthly interest on ita advaJCes from' Park. at the 
current "Baa" utility bond rate publ1a1led by Moody's. 

/ : 

• 
Applicant stipulated to. ~ reasonableness.: of the 

lower staff estimates of the cost/of debt. 12.06 ve~~s 13.51 
requested and to a lower retu:rtlon equity~ 14.751 versus a 

I' 
requested lS.OX. The mputat'ion of long-term debt described 

It . 
above is reasonable. App11eant s customers benefit from the 

/. ' ' -,A.,L, -'v\L.~t..,., 
existence of 351 of appl1Cant 8 capitalization in 5~~n- / 

I ~w~ 
stock. The 281 of cQmlUOn equity in applicant t s capoital structure 
18 relatively low. ~ staff concludes. that an· overall rate of 
return of 10.341 f 1984~ 1985., and 1986- is reasonable. We 
COt'llCUr. 

""., , ". " . 
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3 Ccf per month for S/S-x-3/4-1fJCh meters. not percentage 
increases at 3 Cef for larger sized meters .~/ which would' 

maintain unreasonable disparities between meter sizes. 
,,' 

Applicant's use of cost-of-serv1ce criter1a"":for 
, ./ 

establishment of a separate schedule for its resale customer 
is not persuasive and is not adopted. APpll~t proposes a 

, /' 
major shift in its resale bUling from ~ntity rates to. service 
Charge~1 and establishment of a siugle/:fesale quantity rate. 

/ 
Applicant t s proposal to c~e measurement unit.' 

/ 
from an obsolete miner t. inch/claY.fi114Utity measurement for its 
ltmited measured irrigation serviCe to a Ccf measurement 18 

/ 
reasonable. The adopted percentage iucreases for this schedule 

and for private fire sPr1~ service are approximately equal 
/ 

to the percentage increases for general metered service e' T~ 

increases in limited mea/ured irrigation service rates include 
increases in both m1n1mUm charges and in quantity charges. 
Applicant did 'DOt prrse any cb..ange in its existing' $~.SO 
minimum charge for each irrigation delivery. Future pumped. 
irrigation quantity' charges should track changes in electric 

and rePlen1sbmen;!Charges for pumped water delivered to. the , 
irrigation system. , / .. "' 
~./ Applicau~ ;Provides no service through 3/4-1nch meters. 
6/ Applicant' proposes the same service charges for 4- and &-iuch 
- meters fPr general metered service as for resale service." j; , " ,: ,', 

.. ",.', c· 


