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Decision 87 12 047' DEC 171987 - ,]n~nmG', f: , 
U I illLL~ .... 'r\.Lb, : 

BEFORE THE PtTBLIC tT'I'ILITIES COMMISSION OF '''S''r OF-'ciJ:;J:FORNIA 

In the Matter of the Application ) 
of the SOUTHERN CALIFORNIA WATER ) 
COMPANY (U ~33-W) for an order ) 
authorizing it to increase rates ) 
tor water service in its ) 
wrightwood District. ) 

-----------------------------) 

Application 87-04-069 
(Filed. April Z9, 1987) 

O'Melveny & Myers, by Thomas No Harding, Attorney 
at Law, for Southern Ca~irornia Water company, 
applicant. 

~arol L. Mat~ett, Attorney at Law, and Riehm 
I2m, for the PUblie Statt ~ivision. 

OPXHXON 

This proceed.ing was heard on a consolidated record with 
Applications CA.) 87-04-066, A.87-04-067, and 87-04-068 betore 
Administrative Law Judge John Lelnke in Los Angeles·"Auqust 3l 
through September 3, 1987. A public hearing, held August ZS in 
Wrightwood, and the evidentiary hearings were noticed by Southern 
california Water Company (SCWC) to each customer in the district in 
accordance with the Commission's Rules of Practico and. Procedure. 
The matter was taken under submission subject to the filing of 
concurrent briets by October S, ~987. 

By this application, SCWC requests authority to increase 
rates for water service in its wrightwood District by 15.45% or 
$l08,200 in 1988, by $56,500 or 6.88% in ~989, and by $45,900 or 
5.23% in 1990. 

SCWC renders public utility water service in various 
areas in the counties ot Contra Costa, Imperial, Lake, Los Angeles, 
Orange, Sacramento, San Bernardino, San Luis· Obispo, ~ta Barbara, 
and Ventura. It also renders an electric service in its Big Bear 
District • 
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The WrightwooQ District is located mainly in San 
Bernardino county, with a small portion lying in Los Angeles County 
on the north slope of the san Gabriel Mountains. CUrrent rates 
were made effective January 1, 1987 as a step rate increase in 
accordance with Oecision (D.) SS-0~-O~3, dated May 1, 1985. 

wrightwood is primarily a mountain resort area with most 
of the development of the area consistinq of sinqle-family weekend 
and vacation cottages. Water tor the district is turnished by six 
company-owned wells. The wells ranqe in diameter from 8 to 20 
inches, and in depth to 700 feet. As of .December 31, 1986 
distribution mains in the d.istrict ranqed. in size up to lO inches. 
Storaqe tacilities consist of six tanks with a combined total of 
477,000 gallons. As of Deeember 31, 1986 there were 2,282 
customers in the district, all metered... As of beginning of year 
1988, SCWC estimates its plant in service for the wriqhtwood. 
District at $3,120,400; the staft estimate is slightly less at 
$3,072,600 • 
Public Heg;inglCU$j;9Mr Bs)spoDSj'; 

Between SO and'60 customers attended the publie hearing 
portion of the proceeding, eonducted in Wrightwood on August 2S. 
company representatives first explained the purpose of the 
application. A spokesman commented on the principal item in this 
year's capital bud9'et, a new well in Flwne canyon, under 
construction at the time of the hearing. It had been tested about 
two m.onths prior to the hearinq, and prom.ised., based. on tests, to 
be the best well in Wrightwood when on l,ine. The Ced.ar well had 
also been added to the system since 1985. Recently, a' 
representative commented, SCWC had been forced to haul water to 
wriqhtwood from the Mountain Hiqh Ski Resort due to a precipitous 
drop in water tables caused by a three-year drouqht. 

Twenty-two eustomer~ expressed concern over present 
inadequate ser"lfice, poor water quality, and excessive rates. One 
customer stated that the information contained in the application 
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statinq that the customers are predominately weekend residents is 
incorrect: that at least half of the customers in Wrightwood are 
permanent residents. 

Some customers expressed concern that the ski resort was 
able to have water, while wrightwood was experiencing an outage. 
ZQe utility representative assured these customers that the s~ 
resort does not take water from the Wrightwood aquifer. He stated 
that the outage problem primarily is due to little or no rainfall 
for three years. He further commented that the new well being 
installed is to serve present customers, and not any new customers 
who will be residing in new condominiums boing built in Los Angeles 
County. 

Sunnie Bell, a representative of PEP (People for 
Environmental Protection), commented on what she deems to be 
excessively high rates, when compared with some other systems 
around Southern california. She is prilnarily concerned, however, 
with the quality of the water. PEP conducted a survey two years 
ago in Wrightwood, in which it interviewed 222 people regarding 
water quality. Between 70% and SO% of the interviewees, she 
stated, have observed a gradual deterioration in the water quality 
being furnished, and have ooserved an oily substance in their 
water. She has tried for six years to have this quality condition 
remedied, without success. She secured a laboratory report from a 
Bakersfield analyst which indicated that the oily substance is a 
hydrocarbon, out could not state specifically which hydrocarbon. 
Ms. Bell suggests that SCWC not receive any increase" in rates until 
it determines what possibly harmful substances may be in the water. 
She also participated in the evidentiary portion of this proceeding 
in Los Angeles. 

Glen Martinez, a customer, brought a filter he had 
recently removed from his system, which appeared to be heavily 
contaminated with some unidentifiable substance. The filter had 
been installed for only two weeks before removal, Martinez said • 
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Another customer, Oz Brazelton, commented that whenever 
there is a break or leak in his area, a SCWC representative is on 
hand to investigate quickly. 

Toby Roy, a representative trom the State Health 
Oeparcnent, spoke about the new well SCWC is drilling_ She said 
the well is needed to meet present demand;: that in the tuture, if 
SCWC is unable to provide adequate water to Wrightwood, the State 
Health Department would impose a service connection limitation. 
She turther stated that her department was aware of the problem 
with oil and grease in ·the water mentioned by Ms. Bell, and has 
required the utility to convert allot its wells from petroleum 
lubrication to water lubrication. 

Ron Thompson, SCWC's Manager of Operations, stated that 
the utility has converted all wells trom petroleum-based 
lubricating oils to an FDA-approved food grade oil. Thompson also . 
said that the Legislature recently passed Assembly Bill l803, 
requiring a monitoring of water supplies for synthetic organic 
chemicals, and that no synthetic organic ehemical has been found in 
Wrightwood. However, he conceded that some substances not included 
in the items to be tested for could be in the water supply. 

Stephen cramer, proprietor of the Mountain High Ski 
Resort, said his operation had provided about 2,750,000 gallons of 
water to the Wrightwood Distriet since the beginning of August. He 
stated that his water table has been static at S4 teet, ·a 7-foot 
decline from the previous year. The resort was not assessing a 
charge tor the water, but would like to have it returned, when 
available. cramer stated he would continue to supply wrightwood 
with water as long as they need it. 
Bate or Retum 

SCWC agreed with the staff's reeommendations concerning 
cost of cap~tal in all respects except the one concerning return on 
common equity (ROE). SCWC requests a constant ROE of l3.25% 
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(Exhibit 4l), while the statt recommends a range of ll.50% to 
12.00%. 

In our decision today on A.81-04-066, involving SCWC's 
Arden-Cordova District, we adopted a constant ROE tor the four 
districts heara on this common record of 12. S% • 

. Authorization of a constant ROCE of 12.5% during the 
period 1988-l990 will provide SCWC opportunity to earn a r~asonable 
rate of return in this district and will give due consideration to 
the following: 

1. Scwc is a regulated public utility engaged 
in a business which affects the public 
interest and must provide service at 
reasonable rates. 

2. Fair and reasonable rates must balance the 
interests of' investors ana ratepayers. 

3. capital requirements. 

4. SCWC' S capital structure , capital costs, 
and financial history • 

5. The recent increase in the prime lending 
rate. 

6. Our recent aetion in authorizinq an ROE of' 
12.0% to a larqe water utility with a 
common equity of 80%, compared with SCWC's 
riskier ratio of' 5l%. 

. . 

Consideration was alsoqiven to the followinq recent 
commission actions concerning ROE involving large california water 
utilities (trom 0.87-09-071 in A~86-11-021.) 
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• 
Return on Equity 

Larqe Water utilities· 
~9S7 

Prior 
Application Decision Return Qn Equity Return 

Utility No. l:f9. Cpate) Requested &rt: .. orized on EO'!lity 

calif.. Water A.86-0S-037 0.87-03-078- ~S.oo:t ~3.00% ~4.2S:t 
Service Co.. throu9'h (3-25-87) 

A.S6-05-04~ 

cal American A.86-0S-0~6 0~87-03-030 ~5.00% ~3.00:t ~4_00:t 

Water Co .. A.86-0S-0~7 (3-6-85) 

Azusa Valley A.86-04-003 0.87-0~-060 ~4.7S% ~3.00% 
Water (1-28-87) 

Dominguez A.86-06-048 0 .. 87-01.-064. 1.6.00% ~2. 75% ~4.S0% 
Water (~-28-87) 

SUl::lurban A.86-05-047 D.S7-0~-059 ~6.00% 12 .. 75% ~4 .25-% 
Water (l-28-87) .0. calif. A.86-07-0l0 0.8:7-04-069 16.00% 12.75% 13 .. 50% 
Water A.86-07-0l~ (4-22-87) 

A.86-07-0l2 
A.86-07-028 
A.86-07-029 
A.86-07-030 

Park water A.86-11-022 0.87-09-071 13.00% 12.00% 13.20% 
(9-23,,:"87) 

• 
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The following table portrays our adopted capitalization 
ratios, cost factors, weighted costs, and authorized rates of 
return for SCWC during test years 1988 and 1989, and for attrition 
year 1990: 

Component 

Long-Term ~t 
Preferred Stock 
Common. Equity 

Total" 

Lon9'-~erm Debt 
Preferred stock 
Common Equ,i ty 

'total 

Long-Term Debt 
Preferred Stock 
Common Equity 

~otal 

capital 
- Batios 

47.0% 
2.0 

5-l.Q 
100.0% 

47.0% 
2.0 

51.0 
100.0% 

47.0t 
2.0 

51,Q 
100.Ot 

Bate Base - ~neral otfi~~ 

Cost 
~c:to:cs 

9.75% 
4.47 

12.50 

9.78% 
4.46 

12 .. 50 

9:82% 
4.45 

12.50 

4.59% 
.09 

6.38 
lJ..06% 

4.60% 
.09 

6.38 
11.07% 

4.62% 
.09 

6,38 
~1.09% 

In our decision today on A.87-04-066 involving the 
cOlD.pany's Arden-Cordova District, there is a full discussion of our 
denial at this time of sewc's request to include in rate base the 
costs relating to general office renovation, mainframe computer, 
and a customer intormation system. Those items may be handled in 
an advice letter offset re~est by SCWC when they are completed and 
in operation .. 
9th<:%, IsSJ.1es InvQl vesJ in the Wrightwood, Pistrict 

Sunnie Bell, a resident of ~ightwood and a participant 
in the puJ)lic hearing, also appeared at the evidentiary hearing 
held in Los Angeles on septelllber 1. She sponsored Exhi))i t 23. In 
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her exhibit ana testimony she alleged that SCWC haa requested a 
107% inerease over three years beginning in 1981, a 33% inerease 
over three years beginning in 1984, ana now another 27% increase 
over three years beginning in 19s.s.. She recollectea that an 
approximate 67% increase was qranted over three years in 1981, that 
the increases grantea in 1984 were consiaerably less than the 
a:mounts requested, and that the community was satisfiea with the 
result of that decision. 

Ms. Bell took issue with the average monthly bill shown 
in staff. Exhibit 19, wh.ich figure is $23.44, and with the average 
bill under company-proposed rates - $27.71. Sbe contends that the 
staff fiqures are not representative of the community, especially 
the :full-tilne residents. Sbe performed her own survey of seven 
customers, and determined an average monthly cost of $44.36. The 
summer bills contained in her survey range from $39 to $80; the 
winter bills from $34.50 to $SS.2S. Sbe stated that some of these 
customers live in cottages, and some in very large, expensive homes 
with big yards. She asked the customers to estimate their summer 
and winter bills, and some referred to their bills and gave exact 
answers, while others estimated the amounts. 

Ms. Bell's"Exhibit 23 also contained the results of a 
chemical test performed by a Bakersfield laboratory, which she 
maintains demonstrates the presence of a hydrocarbon in the water 
in the range of molecular weight indicating some sort of diesel 
fuel. The chemist did not attend the hearing to· substantiate or 
comment on the test. She believes there is a possibility that 
there is a b.al:'lnful substance present in the Wrightwood water, and 
urges that this possibility be addressed by the utility. Ms. Bell 
also took exception with the staff report on wrightwood concerning 
complaints, which states that the utility personnel went to qreat 
effort to resolve complaints, and that the serviee in the district 
is satisfactory. In sum, Ms.. Bell urges. that no rate increase be 
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allowed until the toreiqn substance about which she testified is 
identitied and removed. 

We sympathize with the plight ot the Wrightwood 
ratepayers, both with the comparatively high bills and the drought 
conditions experienced over the past years. We commend Ms. Bell 
for her perseverance in trying to identify an unknown substance in 
the wrightwood water. Since the date ot submission, SCWC furnished 
the AL:J and parties with a comprehensive report (Exhibit 44) 
containing an analysis ot several s~ples recently taken trom the 
Wrightwood water, and demonstrating that no excessive levels of 
impurities are contained therein. We have enaeavorea to ensure 
that the rates authorized tor SCWC's Wrightwood, as well as its 
other districts, are reasonable when balanced against the,interests 
ot the owners and ratepayers. Other districts in SCWC's system, 
and districts operated by other utilities, especially some of those 
located in mountain areas, are faced with monthly bills greater 
even than those applicable in Wrightwood, due to~tavorable 

, , ' 

operating conditions in such terrain. We believe the rates we are 
authorizing by this decision are reasonable in light ot the 
circumstances surrounding this proceeding. We are hopetul with the 
Wrightwood ratepayers that the completion of the new well in the 
district will sutficiently augment the present water supply to 
provide relief for the syst~. 

Ms. Bell conducted, a very limited survey of customers in 
order to determine a more appropriate average bill under present 
and proposed rates. The intormation shown in statt Exhibit 19 is 
basea upon an extensive ~ill ~lysis conducted by the statt and 
must be considered more reliable than the admittedly small survey 
pertormed by Ms. Bell. The statt analysis will be adopted as a 
reasonable district-wide average for purposes ot this proceeding. 
~ XneomS! TaxW 

The sta~~ state income tax calculation reflects the 
etfect ot senate Bill 572, siqned by the Governor on septeXllber 2~, 

,1987, and which reduce$ the applicable tax rate trom 9.6% to 9.3% • 
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Adopted Supngary or Earnings 

Our adopted s"mmary of earnings shown below will reflect 
adoption of a 12.5% ROE for 1933, 1939, and 1990, as well as the 
exclusion of the three general office rate base items discussed 
supra. 
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'l'ABLE 1 

SOO'THERN CALIFORNIA WATER COMPANY 
Wrightwood Oistrict· 

Adopted Summary of Earnings 
--~--------~---~~------~~--

-----~---~~--~~l988--------~------~ Present Authorized 
----------" 

(Thousands of Oollars) 

Total Revenues $ 706.50 $ 762'.7 

Operating Expenses 
Oper.& Maint. 213.1 213.4 
Adln.& Gen. 64.7 64.7 
(;en.Oft.Alloe. 29.3 29.3 
Depreciation 63.7 63.7 
Other Taxes 47 .. 0 47 .. 4 
State Franch.Tax 19 .. 2 24 .. 3 
Federal Inc.Tax 56.3 73.4 

Total 493.2 516.2 

Net Income 4':l3.3 246 .. 5 

Rate Base 2,229.0 2,229.0 
Rate ot Return 9.57 11.06 

-----------~-~1989~---------------Present Authorized 
----~---- - ... _-------

('l'housands of Dollars) 

Total Revenues $ 717.S $ 819.8 

Operating Expenses 
Oper. &- Maint. 223.3 223.8: 
Achn.& Gen. 68.0', 68 .. 0 
Gen.ott.Alloe. 30;.7 30.7 Depreciation 70.2 70.2 
Other Taxes 50.3 51.1 
state Franch.'l'ax 16.4 25.8: 
Federal Inc.Tax 49' .. 9 SO.9 

Total 50S.S 550.5 

Net Opera Revenue 209.0 269.3 

Rate Base 2,432.3 2,432.3 
Rate ot Return S.59 11.07 
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Cgstome~ S§ryico 
SCWC keeps records of the complaints that it receives 

from its customersp A tabulation ~y the staff of the complaints 
received over the last four years and the first quarter of 1987 is 
shown below. 

Main 
~ Billing Pressure ouality Other I&aks 

1933 406- S2 29 67 109 
1984 131 38 37 49 127 
1985 72 46 3.3 45 393 
1986- 89 S2 39 29 2SS: 
1987* 17 28: 3 11 7 

*1987 data are for first quarter only. 

The utility classifies the complaints into several 
categories. The ~illing complaints include high ~ills, poss~le 
misreads of the meters, and ~illing errors. Some of these are 
caused ~y excessive use or leaks on the customer's premises, e.q., 
atter the meter. Pressure complaints include high or low pressure 
at the customer's premises. These complaints are sometimes caused 
~y reduced flow rather than just low pressure. 'rhe water quality 
complaints include complaints about the taste, odor, and appearance 
(e.q., color) of the water, and sometimes include suspected 
problems where there is no physical evidence. Any complaints that 
cannot be classified into the aDove cateqories are listed under the 
category NOther.N 

Staff states (Exhibit 19) that the records ot complaints 
in the district office showed that the utility personnel and the 
district manager went to a great deal ot ettort to resolve 
complaints and talk to the customers about problems and perceived 
problems. Statt ~lieves the service in this district is 
satisfactory, although some ratepayers dispute this opinion. 

Since many of these customers in wrightwood h.aye pressure 
regulators on their connections, statf notes, many of the pressure 
complaints are due to malfunctioninq pressure regulators • 

- 12 -



• 

•• 

• 

A.S7-04-069 ALJ/JSL/jt 

The statt reviewed the records of high bill complaints 
for the first four months of 1987. Of 19 high bill complaints 11 
were correct, 4 were misreads, and 4 were caused by leaks on the 
customer's premises. One rental property owner called to have the 
meter readings checked on all the properties that he owned: all 
were read correctly. 
customer Relations 

Commission 0.86-10-02$ issued October 1, 1986, in 
conjunction with the rate applications for Barstow, Desert, 
Metropolitan, San Bernardino, and Pomona Valley Districts included 
an order requiring SCWC to prepare a plan for the augmentation of 
its maintenance program and for the improvement of its pUblic 
relations proqr~ for these districts. The next decision, 
0.87-04-069, ordered SCWC to include in the public relations 
program the following six districts: Santa Maria, Ojai, Simi 
Valley, Clearlake, Bay,. and calipatria-Niland. 

Realizinq that inadequate pUblic relations was not 
limited to those districts, SCWC has taken the initiative to 
develop a public relations program for the entire company. SCWC 
expanded the proqram with the public relations firm that they had 
been using. In addition, SCWC hired another firm to survey all of 
the customers with a "report card" type of grading form ~o 
initially determine customer perceptions. The results of this 
survey were eompiled in graphical torm and are being used to 
develop a public relations proqr~. . 

SCWc is stepping up public relations activities, and in 
time the results should be appreciable. SCWC has a preliminary 
plan tor a customer intormation department which would provide up
to-date customer account information and provide a convenient 
method tor customers to report problems. A customer information 
deparbnent may provide a method for the ratepayers to contact th,! 
utility and receive service with a minimum of frustration • 
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This department was scheduled in the 1989 budget for the 
general office. The operation of this customer information 
department is, to a large extent, dependent on the replacement of 
the mainframe computer and remodeling of the general office. Since 
the plans for the general office are running behind schedule and 
the method of operation and relaying information to the distri~s 
is not complete, this may be delayed to 1990 or later until the 
plans are fully developed. 
Bate Design 

In its proposed rates for 1988, 1989, and 1990, SCWC is 
requesting that the following tariff schedules be changed to 
reflect the increased revenue 

Schedul~ 

WW-l. 

requirements: 
Class 0: Service 

General Metered Service 
AA-4 Private Fire Service 

The service charge rates presently in effect under the 
General Metered service tariff schedule were designed to recover 
approximately 63% of the fixed costs. The utility's proposal for 
the general metered service maintains that ratio. 

~he Private Five Service rate is als~ proposed to be 
increased. 

The tables in the following page show the effects of the 
utility-proposed increases and the bill analysis for the S/8w x 
3/4w meter for the respective years • 
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• PROPCstO OtAllct IN RATtS 
SOCA~ w.ter CO. 
wrt,ntwQCd Cf~trfct 

SOItOU!.! NO. W·1, ~NtAAL. Mf':'ERtO SERVtct ._--...... ---.... ....... --
'987 •••••••••• ,Q~ •••••••• -.-. ··········198Q············ ··········,Q~O············ 

Oescription Pro~sed Oollir Percent Proposed Co~l.,.. Percent Proposed Oollar Perc~t 

Rate. Rat .. CI't~. Ch~g, lUt •• Chan,. Cl'I~. ...tea. Cl\lI~e O\oil'l\j. 

SERVICE WRct 

5/e" met',.. S15.40 '17.75 12.35 1'.26% s!~.OO ".25 7.04:. S::O.OO 1.00 5.:~: 

3/4" mete'" 17.10 20.00 2.90 16.96%. 2'.00 1.00 '.OOX 22.00 1.00 4.76: 
, .. met.,.. 22.90 26.00 3.10 '3.S4%. 28.00 2.00 7.69r. 30.00 2.00 7.14: 
1·1/2'" met.,.. 31.60 36.00 4.40 13.92:; 40.00 4.00 n.,,%. 42.00 2.00 5.0C: 
2" met.,.. 41.ao 408.00 6.20 14.~ 52.00 4.00 a.33X 54..00 2.00 ~.~~ 

3" met.,.. 'la.00 90.00 12.00 15.:sax. 96.00 6.00 6.6i'X 101.00 5.00 5.21: 
. 4" met.,.. 114.00 132.00 1e.00 ".m 141.00 9.00 6.~ 149.00 a.oo 5.67: 

CCMMOO tTY CJjARce 

Ifll"St:5 ca,pe'" celf ,.W~O 1.6600 .5'-10 408.35%. 1.7750 ."50 6.~ '.~690 .0940 5.JC: 
Owl'" 3 ca. 1)81" CCF 1.5600 '.6600 .1000 6.41X 1.7750 .,,50 6.93: t..:690 .0940 5.:0: 

• BtL.L ANALYSts • 5/a" met.,.. ... [ -- • . _-
1987 ···········'988·--········ ··-········'989----······· ···········,9QO····· ••• ··· 

Monthly UNO. PropoMd Oo~la'" Pe/"'C.nt Prope.ad OoUar p~rcent Proposed OOU'I" Pe/"'C~t 

ce, ~t.s ~tft c:h.atlg. OJ.ng. Rat .. c:h~. Chang. Rat" Change Cl'Ian~e 

0 S15.4O "7.7'5 ~.35 1'.26~ S19.00 S'.25 7.04%. ~"O.OO '1.00 5.26% 
3 '~.76 22.73 3.97 2'.'~ 24.33 '.60 ,".oa :5.0' '.28 5.:~ 

6(ayo) 23.44 27.71 4.rr 1S.23X 29.65 '.94 7.0OX 31.21 1.56 5.27: 
10 29.08 34.35 4.67 '5.75%. 36.75 2.40 6.m 38.69 1.94 5 ole:;. 
~ 'l.O~ 59.25 6.17 " .63% . 63.38 4.13 6.96%. 66.73 3.35 5.~ 

50 92.08 '00.75 8.6'1 9.42% 107.75 7.00 6.95%. "3.45 5.70 5.m 
100 '70.iJa '83.75 '3.67 a.04%. '96.50 1~75 6.94%. 206.90 10.40 5.m 

• 
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As shown in the table for the General Metered Service, 
increases were applied to both the service charqes and the 
commodity rates for 19S5, 1989, and 1990. 

On May Z8, 1986, the Commission issued 0 .. 86-05-064 in 
Order Instituting Investigation 84-1l-041, which established a 
water rate design policy. 

That policy, among' other things, established fix~d costs' 
as they relate to the service charge are those direct costs that 
are necessary to provide customer access to water. These fixed 
costs were defined in the decision as: 

l. Maintenance expense 

2. CUstomer account expense, excluding 

3. 

4. 

5 • 

6. 

7. 

8. 

uncolleetibles 

Transmission and distribution expense 

Administration and general expense 

Rent expense 

Depreciation expense 

Property tax expense 

Gross return on investment (rate base) 

In the interest of balancing' the utility'S interest with 
customers' needs, the commission established as a statewide goal 
the setting of a utility'S service charge to recover up, to 50% of 
its fixed cost. 

The service charge revenue recovery obtained (from the 
general metered services) ~y staff from the utility'S workpapers at 
present rates for 1988 as a percentage of the fixed. costs is 63%. 
Al~ouqh the Commission's rate design ruling' requires that service 
charqes De set to recover up to 50% of fixed costs, it doe~ not 
specifically require service charges to be reduced when they 
qenerate over 50% of revenues. In this case, ))ecause the service 
area is primarily a resort area, the high percentage of revenue 
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In accordance with Public Utilities Code Section 311, as 
amended by Assembly Bill 3383, the ALJ's proposed decision was 
mailed to appearances on November 16, 1987. sewc tiled comments 
concerning the requirement contained in Ordering Paragraph $ that 
sewc have a thorough analysis performed to- determine whether there 
are harmful substances present in the water it furnishes i~s 
Wrightwood customers. The requirement was based upon the Chemical 
test contained in Sunnie Bell's Exhibit 23, indicating the presence 
of hydrocarbons in her water supply. 

On November 10 sewc furnished the ALJ and parties, 
including Ms. Bell, with a comprehensive report on the Wrightwood 
water supply. This report has been received as Exhibit 44. It 
demonstrates that in connection with samples taken from four 
locations, two taken from a residence adjacent t~ Ms. Bell's 
residence, none contained excessive levels of impurities. In the 
circumstances, there appears to be no further necessity for special 
testing of sewe's Wrightwood water. Accordingly, Conclusion of Law 
$ and Ordering Paragraph 5 of the proposed decision will be 
excluded from our decision herein, and page 9 of the proposed 
decision mOdified to reflect the receipt of and results contained 
in Exhibit 44. 
Findings of Fact 

1. sewc's rates in this district were last adjusted 
January 1, 1987 by advice letter filing authorized pursuant to 
0.85-05-053 .. 

2. Since January 1, 1987 sewe's operating costs have i. 
increased, and will continue to do so .. 

3.. The amounts of operating revenues, operating expenses, 
and rate base, and each element thereof shown in our adopted 
Results of operations represent a fair and reasonable determination 
of sewe's revenue requirements for 1988, 1989, and 1990 .. 

4. Adoption of a constant ROE' of 12_5% for this district 
during 1988, 1989, and 1990 is reasonable,. subject to .fUrther 
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recovered by the service charges is reasonable and appropriate. 
Since resort areas experience extreme variations in water demand, 
and the utility must construct its system to meet the peak demand, 
a high fixed cost relative to the average consumption by its year
~ound customers is created. It is therefore appropriate to weigh 
the rate more heavily with fixed costs so that seasonal users pay 
their share of those fixed costs. 
Att;ition Year 199Q 

Staff recommends that an attrition allowance be granted 
for the operational attrition at the newly authorized rates from 
the adopted summary of earnings for 1988 and. 1989, whereby the 

slippage in rates of return for the respective years is projected 
into the third year, and that a financial attrition allowance be 
authorized in the same manner. This recommendation is reasonable 
and will be authorized. 
»alancingAcc9unts 

In July 1987, Socal provided the recorded June 1987 

balances in its balancing account set up ~ursuant to PUblic 
Utilities Code Section 79Z.5~ The balance as of June 30, 1987, was 
$2,771 undercollection or 0.4% of the gross annual revenue. 

In accordance with established Commission procedures, 
recorded balances less than Z% of gross annual revenue will not be 
amortized. Accordingly, a surenarge has not been included in 
Appendix A. 
1986 't,aX RE;torm Act 

On Septeml:ler 10, 19S7, the COmlllission issued 0.87-09-02"6 
relating to the effects of the 1986 Tax Reform Act on contributions 
in aid of construction (eIAe) and advances for construction (Ale). 

In accordance with that decision, Socal informed the 
staff on October 28, 1987, that it was choosing Method 5, as 
designated in that decision, as its method of handl~ng the taxes 
affected by CIAC and Ale. This has been reflected in the S'u:m:maries 
of Earnings previously discussed • 

- l7 -
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In accordance with PUblic Utilities Code Section 311, as 
alDended by Assembly Bill 3383, the A.'L:!'s proposed decision was 
mailed to appearances on November 16, 1987. SCWC filed comments 
concerning the requirement contained in Ordering paragraph S that 
SCWC have a thorough analysis performed to determine whether there 
are harmful sUbstances present in the water it furnishes its 
Wrightwood customers. The re~irement was based upon the chemical 
test contained in Sunnie Bell's Exhibit 23, indicating the presence 
of hydrocarbons in her water supply. 

On November 10 SCWC furnished the ALJ and parties, 
including Ms. Bell, with a comprehensive report on the wrightwood 
water supply. This report has been received as Exhibit 44. It 
demonstrates that in cor~ection with samples taken trom tour 
locations, two taken from a residence adjacent to Ms. Bell's 
residence, none contained excessive levels of impurities. In the 
circumstances, there appears to be no further necessity for special 
testing of SCWC's Wrightwood water. Accordingly, Conclusion of Law 
5 and Ordering Paragraph 5 of the proposed decision will be 
excluded from our decision herein" and page 9 of the proposed 
decision mOdified to reflect the receipt of and results contained 
in Exhibit 44. 
Findings or Fact 

1. SCWC's rates in this district were last adjusted 
January 1, 1987 by advice letter filing authorized pursuant to 
0.85-05-053. 

2. Since January 1, 1987 SCWC's operating costs have 
increased, and will continue to do so. 

3. The amounts of operating revenues, operating expenses, 
and rate base, and eaCh element thereof shown in our adopted 
Results of Operations represent a fair and reasonable determination 
of SCWC's revenue requirements for 1988, 1989, and 1990. 

4. Adoption of a constant ROE of 12.5% for this district 
during 1988, 1989, and 1990 is reasonable, subjeet to fUrther 
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orders of the Commission to change the ROE during the review of 
future rate cases in vol vinq other, districts of SCWC. The capital 
ratios set forth in this decision are reasonable and should be . . 
adopted for 1988, 1989, and 1990. 

5. The items requested by SCWC tor its general office rate 
base - renovation, mainframe computer, and customer information 
system - should not be allowed in rate base until. actually 
completed, installed, and in operation. 

6. The staff-recommended rate desiqn is reasonable and 
should be a~opted. 

7. The bill analysis performed by the staff shown in 
Exhibit 19 is more extensive and representative of the Wrightwood 
system than the survey performed by Sunnie Bell,. and is appropriate 
for purposes of this proceeding. 

8. The increases in rates and charges authorized by this 
decision are justified and are reasonable; present rates and 
charges, insofar as they differ from those prescribed by this 
decision, are for the future unjust and unreasonable. 

9. Sunnie Bell has provided information concerning the 
presence in the Wrightwood water supply of an unidentified, and 
therefore potentially harmful substance. 
Conclusions of Law 

1. Revenue increases of $56,200 or 7.9% in 1988, $44,700 or 
5.8% in 1989, and $43,200 or 5.3% in 1990 are reasonable based upon 
our ~dopted results of operations ~or sewe's wriqhtwoodOistrict. 

2. SCWC should be authorized to file the rates set forth in 
Appendix A. 

3 •. The effective date of this order should be today to meet 
sewe's need for rate relief. 

4. SCWC should be a~th~rizeCl' to· "mak~'"'~''' ~dvice letter filing 
to· cover the cost o! the items discussed under Rate Base - General 
Office, when they are completed and in operation • 

• ' 
- 19 -
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s. SCWC should immediately have a thorough analysis made, by 
a competent party, to determine whether there are any har:nful 
substances present in the water it furnishes its Wrightwood 
customers, and should furnish the Commission staff and Wrightwood 
customers within 60 days with information concerning the results of 
the analysis. 

ORDER 

:IT XS ORDERED that: 
1. Southern california Water Company (SCWC) is authorized. to 

file for its Wrightwood District, effective January 1, 1985, the 
revised rate schedules in Appendix A. The filing shall comply with 
General Order (CO) 96-A. The revised schedules shall apply only to 
serviee rendered on and after their effective date. 

2. On or after November lS, 1988, SCWC is authorized to tile 
an adviee letter, with appropriate workpapers, requesting the step 
rate increases attached to this order as Appendix S, or to file a 
proportionate lesser or greater increase which includes a unifo~ 
cents per 100 cubic feet of water adjustment from Appendix B in the 
event that the Wrightwood District rate of return on rate base, 
adjusted to reflect the rates then in 'effect and normal ratemaking 
adjustments for the 12 months ending September 30, 1988, differs 
from the later of (a) the rate of return found reasonable by the 
Commission for SCWC during the corresponding period in the then 
most recent rate decision, or (b) 11.07%. This filing shall comply 
with GO 96-A. 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 deter:nination 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 increase. The effective date of the revised 
schedule shall be no earlier than January 1, 1989, or 30 days after 

- 20 -
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the filinq of the step r~te, whichever is later. ~he revised 
schedule shall apply only to service rendered on and after its 
effective date. 

3. On or after November 15, 1989, SCWC is authorized to file 
an advice letter, with appropriate workpapers, requesting the step 
rate increases attached to this order as"Appendix S, or to file a 
proportionate lesser or greater increase which includes a uniform 
cents per hundred cubic feet of water adjustment from Appendix a in 
the event that the wriqntwood District rate of return on rate base, 
adjusted to reflect the rates then in effect and normal ratemaking 
adjustments for the 12 months ending September 30, 19S9, differs 
from the later of (a) the rate of return found reasonable by the 
Commission for SCWC during the corresponding period in the then 
most recent rate decision, or (b) 11.09%. SUch filing shall comply 
with GO 96-A. ~he 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 increase. The effective date of the revised 
schedule shall be no" earlier than January 1, 1990, or 30 days afte.r 
the filing of the step rates, whichever is later. 

4. SCWC is authorized to :make an advice letter filing to
cover the cost ot general otfice renovation, mainframe computer, 
and customer intormation system, when completed and in operation • 

- 21 -
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5. SCWC shall immediately arrange to have a thorough 
analysis performed, by a competent party, to determine whether 
there are any harmful substances present in the water it furnishes 
its Wrightwood customers. SCWC shall furnish the Commission's 
Advisory and Compliance Division and its wrightwood customers with 
information concerning the results of the analysis not later than 
60 days after the effective date of this order. 

This order is effective today. 
Dated Oecember 17, 1987,' at San Francisco, California. 

STANLEY w. HOLE'I:'I' 
President 

DONALD VIAL 
FREDERICKR. D'ODA 
G. MITCHELL WILl< 
JOHN· S. OHANIAN 

Commissioners 

r CERTIFY THAT .THIS OECISION 
WAS A?PROVED- BY THE ABOVE 

fj~ij;;;;; 
\ .... ; ...... \VC~t,. ·Q.;<:.:u~ivQ Direeof 

~. 
I 
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Page 1 , . 

Southern California Water Co • 
Wrightwood District 

SCHEDt'TLE NO. WW-1 

GENERAL ME'l'ERED SERVICE 

Applicability 

Applicable to all metered water service. 

Territory 

wrightwood and vicinity, San Bernardino and Los Angeles Counties. 

Rates 

• 

• 

Service Charge: 

For 5/8 x 3/4-ineh meter •••••.•••••.•••..••• 
For 3/4-inc:h meter •.••.••.•••••••••••• 
For l~ineh meter •••••••.••••••..•••. 
For 1 l/2-inch meter •••••••••••••••••••• 
For 2-ineh ~eter •••••.•••••.•.•••••• 
For 3-inch meter~_ •••••••••••••••••• 
For 4-incn meter ••••••.••••••••.•••• 

Quantity Rates: 

$ 

Per Meter 
Per Month* 
----------

16.60 (I) 
lS.45 · · 2'4 .. 70 : 
34.10 : 
45.10 : 
84.00 · · 123.00 (I) 

For all water delivered, per 100 cu.ft •••••• 1.$57 (I) (C) 

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

* All rates are sUbject t~ the reimbursement fee set 
forth on schedule No. OF. 
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Page 2 .' 

Southern california Water Co. 
All Districts 

SCHEDtTLE NO. AA-4 

P~ FIRE SERVICE· 

Applicability 

Applicable to all water service turnished to private tire 
systems and to private fire hydrants. 

Territory 

Rate A - Applicable within the Arden-Cordova, Bay, Calipatria- (T) 
Niland, Clearlake, Los Osos, Metropolitan, Ojai, San (~) 
Gabriel Valley, and wrightwood Districts. (T) 

Rate B - Applicable within the Barstow, Big Bear, Desert, Orange 
County, Pomona Valley, San Dimas, Santa Maria, and 
S~i Valley Districts. 

Rates Per Month 

• 

• 

------------~-A 
For each inch of diameter of service connection $ 4.00 

(End ot Appendix A) 

:s. 
$. 3.00 
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Wrightwood":Oist'riet 

• 
Each of the following increases in rates may be put into 

effect on the indicated date by tilinq a rate schedule which 
adds the appropriate increase to the rate which would otherwise 
be in effect on that date. 

Schedule WW-1 General Metered Service 
---------~~-----~-------~------------

For S/8 
For 
For 
For 
For 
For 
For 

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

l-inch meter •••••••••• 
1 liZ-inch meter ••••••••• _ 

2-inch meter •••••••••• 
3-inch meter •••••••••• 
4-inch meter •••••••••• 

Quantity Rates: 

$ 

Effective Dates. 
1-1-89 1-1-90 

Per Meter Per Month 
-----------.--- ...... ---

.95 
1.OS 
1.40 
2.00 
2.60 
$0.00 
7.00 

$ .95 
1.05 
1.40 
2 .. 00 
2.60 
5.00 
7.00 

- . For all water delivered, per 100 cu.ft .091 .084 

• (End of Appendix B.) 
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Pol:I.CJc 1. 

Southern california water Company 
Wrightwood District 

PURCHASED POWER 

Supplier: Socal Ed.ison 1/87 

Wells: 
Total Production (KCcf) 
Kwh per CCF 
Total :K\.·h (1000 ) 
'O'ni t Cost. $/Kwh 

Energy Cost 

Boosters! 
Total Production (KCct) 
Kwh per CCF 
Total Kwh (1000) 
Unit Cost $/Rwb. 

~ergy cost 

~~AL Purchased. Power 

TOTAL Chemical Cost 

• 

Ad.opted. Quantities 
----------~~--~~~-

1~88 

232.4 
1.332 
·309~S. 

0.09052 
$28-,Ol9 

232 .. 4 
0.100 
23.2 

0.0905Z 
$2,102 

$30,12l 

$l,lOO 

1989 

235.8 
1.332 
314.l 

0.09047 
$28.,4l3 

235.8 
. 0.100 

23-.6-
0.09047 
$2,l32 

$30,545 

$1.,.100 
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Southern Calitornia Water Company 
WrightwooQ District 

AQopteQ Quantities 

Number of Services by Meter Size 1988 
----~~~------~-----~--------~--SChedule 'W"W-1 

5/8 X 3/4 2,021 
3/4 275 

1 21 
1 1/2 14 

2 1 
3 0 
4 1 
6 0 
8 0 

J.989 

2,055-
278 

22 
14 

1 
0 
l 
0 
0 

---------- ----------

• 
Commercial Met. 
IX'lQustrial 
Public Auth. 
Other 

TOTAL 

o - 3 CCF 
> 3 CCF 
TOTAL CCF 

No. of Services 
1988 1989 

2,329 

4 

2,367 

4 

2,333 2,371 

50,5-70 51,392 
13l,830 133,908 
182,400· 185-,300 

Usage (Kccf) Avg.Usage CCf/yr 
1988 1989 1988 1989 

178.1 l81.0 

4.3 4.3 

76 .. $ 76.5-

1063.2 10&3.2 

---------------~---~~------~~----Total MetereQ 
Flat Rate 
Privat.~ Fire Prot. 

Totnl 

Water Loss: 15.0% 
Oper. t1saqe 

Total water ProQuceQ 

• 

2,333 

2 

2,371 

2 

182.4 185.3 

-~----~-----------~--------------2,335 2,373 182.4 185-.3 

3,4 .. 9 
15·.2 

35 .. 4 
15.2 

-----~--~------~~ 
232 .• 5 235.9 
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• wrightwood District 

Utility Plant, Depreciation Reserve~ and Rate Base 

J.988 1989 .. _-'------ --------
(Thousands of Dollars) 

U'rIL:tTY PI.AN':r 
Plant BOY '0 $ 3,072.6- $ 3,337.2 

'O'til.Add. 91.3 95.1 
T.D.}lIains 207.3 192.9 

Co. Plant Add.SUbtotal 298.6- 288.0 
Advances .0 .0 
Contributions .0 .0 

Total Additions 298.6- 288.0 

Retirement 34.0 32.8 
Plant EOY 3,337.2 3,592.4 

Wgt.Plant @ 27.8% 73.5 70.9 
Wght.Avg.Plant 3,146.2 3,408.1 

• D'EPRECIA1'ION RESERVE 
Reserve BOY 592.6- 630.1 

Contril:>. 2.S 2.5 
Oepr Exp. (2.43%) 53.7 70.2 
Clear.Chq. 5.3 5.3 

Total Accrual 71 • .5 78.0 

Retirement 34.0 3·2.8 
Reserve EOY 630.1 675.3 

wgt .Accr. @ 50% 18 .. 8 22.6-
Wght.Oepree. Reserve 611.4 652.7 

RA'l'E BASE 
Utility Plant 3,146.2 3,408.l 
Material & Sup. 42.2 42.2 
Work. cash Allow. 30.1 30.1 

Depree Reserve -611.4 -652.7 
Advances For Constr. -143.2 -135.9 
Contributions-in-Aid -84.0 -81.5 
Gen.Office Alloe. 26- .. 3 30.4 

o Unamort. Defer • Taxes -128.7 -161.4 

• Unamort.:tTC -50.6 -49.1 
Capite Items 2.0 2.0 

Avq RATE BASE ' 2,229 .. 0 2,432.3 



• 

Total Revenues 

Pureh. Power 
Pureh. Chem 
Payroll 
OK Other 
AG Other 
Pension 
Inj.Damaqe 
Gen.Otfiee Alloc .. 

• Payroll Tax 
Ad Valorem .9679 
'O'neoll. ..00539 
Loe.Franeh •• 00748 

SUbtotal 
Interest 
Total Deductions 

State Tax Depree. 
State Tax 9.3 

Federal Tax Depree. 
Fed Tax 34% 
Total Federal Taxes 

Net/Gross 

• 

APPENDIX C 
Page 4 

wrightwood District 

Ineome Tax Calculations 

19S5 

(Thousands of Dollars) 

$ 762.7 $ 

30.1 
l .. l 

l2l.4 
68 .. S 
l3.6-
l7 .. l 
19.7 
29.3 
9.1 

32.6 
4.1 
5.7 

354.8 
100;'9 
455.7 

4$,.4 
24.3 

66.8-
73.4 
73.4 

1.692'220 

(End of App.endix C) 

1989 ' 

819.S 

30.5, 
l .. l 

llO.3 
72.4 
l4.0 
l8.2 
,2'0.9 
30.7 

9.6-
35.4 
4.4 
6 .. 1, 

373 .. 6 
llO.5 
484.1 

58.oS 
2'5-.8-

71.9 
80.9 
80.9 
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APPENDIX 0 
wri~htwood'Dist:ric:t 

Comparison of typical bills tor commercial metered 
customers of various usa~e levels and avera~e usa~e level at 
present and authorized rates tor the year 1988. 

General Metered Service (5/8 x 3/4) Inch Meters 

: Monthly Usage: 
(CUbic Feet): eo . At Present 

Rates 
:At Authorized. : 
: Rates : 

Percent 
Increase 

. . 
: 

----------------------~~-----------------------~---~---------
" 300 $ l8.76 $ 2l.27 :1.3.4 % 

SOO 21.8-a 24.39- 11.5 

638 (Avg.) 24.02 26.53 10.4 

:1.,000 29.68 32.17 8:.4 

2,000 4S.28 47.74 5.4 

3,000 60.88 63·.31 4.0 

5,000 92.08 94.45- 2.6 

10,000 170.08 :1.72.30 1.3 

" 

(End o1! Appendix D) 
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allowed until the fo~eign sUbstance al:>out which she testified is 
identified and removed. 

We sympathize with the plight of the Wrightwood ~ 

ratepayers, both with the comparatively high bills and the droug~t' 
conditions experienced over the past years. We commend Ms. Bell 
for her persevera~ce in trying t~ identify an unknown substan6e in 

/ 
the Wrightwood water. ,we will direct the utility to determine 
whether the water provided to its ~~ightwood customer~ 
healthful. We have endeavored to ensure that the r~tes authorized 
tor SCWC's Wrightwood, as well as its other distr~cts, are . . ~ reasonable when balanced aga~nst the ~nterests ot the owners and 
ratepayers. Other districts in SCWC's system~and districts 
operated by other utilities, especially somelof those located in 

~ 

mountain areas, are faced with monthly'bi1'1s greater even than 
those applicable in Wrightwood, due to U£tavorable operating 
conditions in such terrain. We belie~ the rates we are 
authorizinq by this decision are re~onable in light of the 
circumstances surrounding this proC'eeding. We are hopeful with the 
wrightwood ratepayers ,that th?C ~pletion of the new well in the 
district will sufficiently au ent the present water supply to 
provide reliet tor the syst • 

Ms. Bell conducte' a very limited survey of customers in 
order to determine a ~ore Ipp~opriate average bill under present 
and proposed rates. information shown in staff Exhibit 19 is 
based upon an extensiv bill analysis conducted by the statf and 
must be considered~o ~ reliable than the admittedly small . 
survey performed by • Bell. 'rhe statf analysis will be adopted 
as a reasonable di trict-wide average for purposes of this 
proceeding. ;I 
state Income ~ 

The itatt state income tax calculation reflects the 
effect of Sen,rte Bill 572, signed by the Governor on september 29, 
1987, and which reduces the applicable tax rate from 9.6% to 9.3% • 

- 9 -
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Findings of la£3: 
1. SCWC's rates in this district were last adjusted 

January 1, 1987 DY advice letter tiling authorized pursuant to~ 
0.85-05-053. / 

Z. Since January 1, 1987 SCWC's operating costs have 
increased, and. will contin:a,e to do so. / 

3. ':rhe amounts ot operating- reven~es, operat}n'q expenses, 
and rate bcse, and. each element thereof shown in onr adopted 
Results ot operations represent a tair and reasofiable determination 
of SCWC's revenue requirements for 1988, 1989/and 1990. 

4. l\cloption of a constant ROE of l~ for this district 
during 1988, 1989, and 1990 is reasonable,..; The capital ratios set 
forth in this deeision are rea$onabl~ ~ should be adopted ~or 
198&, 1989, and 1990. ';I 

5. The items requested by scwt tor its general office rate 
base - renovation, mainframe compu.£er, and customer information 
system - should not be allowed s.i rate base until actually 
completed, installed, and in oferation.. ,. 

6. The staff-recommended rate design is reasonable and 
should be adopted. / ' 

7. The bill analysis performed. by the staff shown in 
Exhibit 19 is more extensive and representative of the Wrightwood 
system than the survey~rfOrmed by Sunnie Bell, and is appropriate 
:ror purposes ot this ,roceeding• . 

8. The.' increases in rates and charges authorized by this 
decision are justided and are reasonable; present rates and 
charges, insotar ~s they difter from those prescribed by this . .. / . 
dec~s~on, are for the future unJust and unreasonable. 

9. ~ Bell has provided intormation concerning the 
presence in the Wrigntwood water supply of an unidentified, and 

I 

therefor~t1allY harmfUl substance. 

! 

- lS -
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In accordance with PUblic Utilities Code Section 
amended DY Assembly Bill 3383, the ALJ's proposed decision' 
mailed to appearances on November ~6, 1987. sewc tiled c 
eonecrnin~ the requirement contained in ordering Farag ph 5 that 
SCWC have a thorough analysis performed to determine 

shes its 
pon the chemical 

are harmful substances present· in the water it fu 
Wrightwood customers. The requirement was ~ase 
test contained in Sunnie Bell's Exhibit 23, icating the presence 
of hydrocar~ns in her water supply. 

On November 10 SCWC furnished and parties, 
including Ms. Bell, with a comprehensive report on the Wl:'ightwoo<:l 
water supply. 'I'his report has Deen re eivec1 as Exhibit 44. It 
demonstrates that in connection with ples taken from tour . . 
locations, two taken from· a reside e adjacent to Ms. Bell's 
residence, none'contained excess' e levels of impurities~ In the 
circumstances, there app~~rs to no further necessity for special 
testing of sewe's Wrightwood, ter. Accordingly, Conclus'ion of Law 
$ and Ordering Paraqraph S the proposed decision will be 
excluded from our decision 
deeision modified 
in Exhi:bit 44. 

E:J,ndings 0;( F§&3: 

erein, and page 9 of the proposed 
et the receipt of and results contained 

1. sewe's rat s in this district were last adj.usted , 
January 1, 1987 ~y dvice letter tiling authorized pursuant to 
0.85-0$-053. 

2. anuary 1, 1987 sewc's operating costs have 
increased, and '11 continue to do so. 

3. The ounts of operating revenues, operating expenses, 
and rate ~as , and each element thereof shown in our adopted 
Results of perations represent a fair and reasonable determination 
of sewc's evenue requirements for 1988, 1989, and 1990. 

Adoption of a constant ROE of 12.5% for this district 
88, 1989, and 1990 is reasonable. The capital ratios set 
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~lusi2JlS of Law 
1. Revenue increases of $S6,200 or 7.9% in 1988, $44,700 or 

5.3% in 1939, and $43,200 or 5.3% in 1.990 are reasonaDle based upon -' 
our adopted results o,f operations for SCWC's wrightwood District. ,/,<, 

./ 

2. SCWC should be authorized to file the rates set forth/in 

APpend~ A~e ettective date ot this order should be toda~~mect 
~CWC's need for rate relief. ~ 

4. SCWC should be authorized to make an advice letter filing 
to cover the cost of the items discussed under ~ Base - General 
Office, when they are completed and in operati~. 

S. SCWC should immediately have a th~ough analysis made, by 
a competent party, to determine whether tlIe're are any harmful 
substances present in the water it f~hes its wrightwood 
customers, and should furnish the Co~ssion staff and Wrightwood 
customers within 60 days with in!o~tion concerning the results of 

the analysis. ~ 

. / 
r.r :cs ORDERED tbat: 

ORDEB 

l. Southern calidrnia Water Company (SCWC) is authorized to 
file for its wrightwooi District, effective January l, 1988, the 
revised rate schedu1e~ in Appendix A. The filing shall comply with 

/ . 
General Order (GO) ;96-A. The rev~sed schedules shall apply only to 
service rendered on atld after their effective date. 

I 
2. On or4!ter November lS, 1988, SCWC is authorized to file 

an advice lette~, with appropriate workpapers, requesting the step , 
rate increases attached to this order as Appendix S, or to file a 
proportionate lesser i~crease which includes a uniform cents per 
100 cubic feet of water adjustment from Appendix B in the event 
that the Wrightwood District rate of return on rate base, adjusted 
to reflect the rates then in effect and normal ratemaking 
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forth in this de~ision are reasonable and should be adopted for 
1988, 1989, and 1990. 

S. The items requested by SCWC for its general office 
base - renovation, mainframe computer, and customer intorma 
system - should not be allowed in rate base until actuall 
completed, installed, and in operation. 

6. The staff-recommended rate design is reason and 
should be adopted. 

7. The bill analysis per~or.mea by the star Shown in 
Exhibit 19 is more extensive and representative of the Wrightwood 
system than the survey performed ~y sunnie Be , and is appropriate 
for purposes of this proceeding. 

S. The increases in rates and char s authorized by this 
decision are justified and are reasonabl ; present rates and 
charges, insofar as they differ from se prescribed by this 
decision, are for ~e future unjust d'unreasonable. 

9. Sunnie ~ll has provided' , formation concerning the 
presence in the Wri9htwood water pply of an unidentified, and 
therefore potentially harmful s 
conclusionS 0' Law 

1. Revenue increases 0 $56,200 or 7.9% in 1988, $44,700 or 
5.8% in 1989, and $43,200 o~ 5.3% in 1990 are reasonable based upon 
our adopted results of opjtations for sewe's Wrightwood District. 

2. SCWC ShOUld.;luthorized to file the rates set forth in 
Appendix A. 

3. The effectiv. date of this order should be today to meet 
sewc's need for rate;relief. 

4. ScWC ShO~d be authorized to make an advice letter filing 
to cover the cost;ot the items discussed under Rate Base - General 
Office, when the, are completed and in operation. 

s. SCWC~hOuld immediately have a thorough analysis made, by 
a competent p~y, to de'cermine whether there are any harmful 
substances p~sent in the water i~ furnishes its wrightwood 
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adjustments for the 12 months ending September 30, 19S5, exceeds 
the later of (a) the rate of return found reasonable by the 
Commission for SCWC during the corresponding period in the then 
most recent rate decision, or (b) 11.07%. This filing shall comply ~ 
with GO 96-A. The requested step rates shall be reviewed by the~ 
staff to. determine their conformity with this order and shall ~o 
into effect upon the staff's determination of conformity. But the 
staff shall inform the'Commission if it finds that the p~~osed 
step rates are not in accord with this decision, and ~ Commission 
may then modify the increase. The effective date o~the revised 
schedule shall be no earlier than January 1, 19~ or 30 days after 
the filing of the step rate, whichever is later. The revised 

/ 

schedule shall apply only to service rendered on and after its 
effective date. ~ 

3. On or after November 15, 1989~S~C is authorized to file 
an advice letter, with appropriate wotrkpapers, requesting the step 
rate increases attached to this orde'r' as Appendix S, or to file a 
proportionate lesser increase w~ includes a uniform cents per 
hundred cubic feet of water ad~stment from Appendix B in the event . ~ 

that the wrightwood District~ate of return on rate base, adjusted 
to reflect the rates then ~ effect and normal ratemakinq 
adj'llstments for the 12 months ending September 30, 1989, exceeds 

/ 
the later of Ca) the rate of return found reasonable by the 
Commission for SCWC d~inq the corresponding period in the then 
most recent rate deciSion, or (b) 11.09%. Such filing shall comply 
with GO 96-A. Th~equested step rates shall be reviewed by the 
staff to determine their conformity with this order and shall go 
into effect upori'the staff's determination of conformity. But the 

f 

statf shall inform the commission if it finds that the proposed. 
step rates are not in accord with this decision, and ,the Commission 
may then modify the increase. The effective date of the revised 

I 
schedule shall be no earlier than January 1,. 1990, or 30 days after 
the filing of the step rates, whichever is later • 
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.customers, and should furnish. the commission staff and Wrightwood / 
customers within 60 days with information concerning the results f 
the analysis. 

ORDER 

rr IS ORDERED that: 
1. Southern California water Company (SCWC) is thorized to

, 1988, the 
all comply with 

all apply only to 

file for its wr:'ghtwood District, effective January 
revised rate schedules in Appendix A. The filing 
General Order (CO) 96-A. The revised schedules 
service rendered on and after their effective 

2. On or after Novelllber lS, 1988, sew is authorized to- file 
an advice letter, with appropriate workpape s, requesting the st4~P 
rate increases attached to- this order as 
proportionate lesser increase which' inc des a uniform cents per 
100 cUbic teet ot water adjustment tr Appendix S in ~e event 
that the wrightwood District rate ot return on rate base, adju~ted. 
to retlect the rates then in ette and normal ratemakinq 
adjustments tor the 12 months en q september 30, 1988, exceeds 
the later ot (a) the rate of re urn found reasonable by the 
commission tor SCWc during th correspondinq period in the then 
most recent rate de9ision, 0 (b) 11.07%. This tiling shall comply 
with GO 96-A. The request ~ step rates shall be reviewed by the 
statf to determine their ontormity with this order and shall go 
into effect upon the st tt's determination of conformity. But the 
staft shall inform th commission it it finds that the proposed 
step rates are not d accord with this clecision, ~d the commission 
may then modify thl increase. The effective date of the revised 
schedule Shal~nO earlier than January 1, 1989, or 30 days after 
the filing o-f -e step rate, whichever is later. 'rlle revised . 
schedule shal apply only to- service rendered on ~~dafter its 
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4.. SCWC is authorized to make an advice letter filinq to / 
cover the cost of qeneral office renovation, mainframe computer~' 
and eustomer information system, when completed and in operation. 

5.. so;rc shall ilnmediately arrange to have a thorO~h 
1 

. . / ana YS1.S performed, by a competent party, to determ1.Ile whether 
there are any harmful substances present in the w~~r it furnishes ,-
its Wriqhtwood customers.. SCWC shall furnish tb:e Commission's 
Advisory and Compliance Division and its wri~twood customers with 
information concerninq the results of the a£alysis not later than 
60 days after the effective date of thi~rder .. 

This order is effective tod~y( 
Datec\ 7t san Franc:iscc>, <:alUornia. 
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:>. , On or after November 15, 1989, SCWC is authorized. to- tile 
an advice letter, with appropriate workpapers, requesting the step 
rate increases attached. to this ord.er as Appendix S, or to !il~ 
proportionate lesser increase which includes a uniform cents ~r 
hundred. cubic feet of water adjustment from Appendix ~ in 
that the wrightwood District rate of return on rate base 
to reflect the rates then in effect and normal ratem 
adjustments for the 12 months ending September 30, ,9, exceeds 

by the. the later of (a) the rate of return found reasonab 
commission for SCWC during the correspond.ing per' in the then 

most recent rate decision, or (b) 11.09%. SU filing shall comply 
with GO 96-A. The requested step rates shall reviewed. by the 
statf to determine the.ir co~ormity with th' order and shall go 
into effect upon the staff's d.eterminatio ot conformity. But the 
staff shall inform the Commission it it inds that the proposed 
step rates are not in accord with this ecision, and the Commission 
may then moc1ity the increase. 'rhe ef ective date of the revised. . 
schedule shall be no earlier than J uary 1, 1990, or 30 days after 
the filing of the step rates, whi ever is later. 

4. SCWC is authorized to e an advice letter tiling to-
cover the cost of general otfi 
and customer information syst 

renovation, mainframe computer, 
, when completed and in operation • 
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