
", ." 

A:J.;J/JSL/jt 

• Oecis,ion 88-01-025 January 13, 1988 

• 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

In the Matter of the Application 
of the SO~ CALIFORNIA WATER. 
COMPANY (U 133-W) tor an order 
authorizing it to increase rates 
for water service in its Big 
Bear District. 

) 
) 
) 
) 
) 
) 

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

Application 87-04-067 
(Filed April 29, 1987) 

O'Melveny « Myers, by Thomas H, Harding, Attorney 
at Law, tor Southern california Water Company, 
applicant. . 

Benno Nager and ,J9seph A. Shutf, for Goldmine Ski 
Association, Inc., interested party. 

cat91 L. Matchett, Attorney at Law, and Riccbard 
~, for the Public Staff Division. 

OPINION 

This p~oceeding was heard on a consolidated record with . .. '. 
Application (~.) 87-04-066, A.87-04-068, and 87-04-069 l:>eto,re 
Administrative Law Judge John Lemke in Los Angeles Auqust 31 
through September 3, 1987. A public hearing, held Auqu~t 26 
in Big Bear, 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 Practice arid Procedure. 
The matter was taken under sUbmission subject to the tiling of. 
concurrent briefs by October 50, 1987. 

By this application, SCWC requests authority to increase 
rates for water service in its Big Bear Oistrict by $298,600 or 
7.50% in 1988, by $207,700 or 4 .. 70% in 1989, and by $181,100 or 
3.91% in 1990. Rates for the Big Bear District'were last increased 
January 1, 1987 pursuant to advice letter filing authorized by 
Decision CD.) 85-05-049. SCWC renders public utility water service 
in various areas in the counties of Contra Costar Imperial, Lake, 
Los Angeles, Orange, Sacramento, San Bernardino, san Luis Obispo., 
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Santa Barbara, and Ventura. It also renders an electric service in 
its Big Bear District. 

The Big Bear District is part of the company's Orange 
Division., The division superintendent is. responsible for both the 
Big Bear water and electric operations and reports to a division 
manager. 

The water systems in the Big Bear Dis~ict serve five 
separate areas. They are Big Bear Lake-Moonridge, Fawnskin, take 
William, ~orest, and SUgarloaf. These are not presently 
interconnected. The elevation of Big Bear Lake is approximately 
6,750 feet. 

There is relatively little industrial development in this 
area and the business enterprises are largely those associated with 
a resort area. On DecemJ:)er 31, 198&, there were 11,968 active . . 

customers in the district. Of the total customers in these 
systems, 99.6% are residential and business customers. 

The'water supply for the Big Bear Lake-Moonridge area is 
obta;ined' f'rom' fO~ wells at the 'Lake Plant, ~ix at, the Division 
Plant, two at the Lassen Plant, one at the Sand Canyon Plant, 14 

slant wellS, and three springs. The company is, now equipping a 
recently drilled well at the Division Plant, to. be known as 
Oivi:sion No.7. 

Fawnskin's water supply is obtained from three wells at 
North Shore Plants, three slant wells a'ncl a spring. :rhe company is 
also now equipping a new well recently drilled at the Barbara Lee 
Plant. 

At. Lake William the water supply is obtained ~rom three 
wells, one each at the Onyx, Monte Vista" and Skyview Plants. 

The water supply facilities in the Rimforest area include 
two wells and a connection to the Crestline-Lake Arrowhead Water 
Agency. 

In the Sugarloaf area the water supply is obtained from 
eight wells. 
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Water produced from almost all of the sources of supply 
is pumped directly into the system without treatment. Chlorine is 
added a~ the Lassen, Lake, and Dogwood Plants in Big Bear Lake; at 
North Shore No. 1 Plant in Fawnskin; at Skyview in Lake William; 
and at Eleventh Lane, ~kewood, and Tenth Lane North Plants in 
Sugarloaf. 

As of December 31, 1986 there were' distribution mains in 
the Big Bear District ranging in size up to, 12 inches in diameter. 

Storage facilities are' located in each of the areas and 
total 4,05a,500 gallons. 

SCWC estimated its utility plant in service as of 
December 31, 1987 to be $19,578,400, while the staff's estimate is 
$18,615,800. 
Public Hea~inqLcustomer Response 

Approximately 30 letters were received trom customers 
regarding SCWC's request for this district. Most were written in 
opposition to the application because the writers felt that rates 

.' and charges are already excessive. , , 
Approximately 50 people attended the public hearine; held 

in Big Bear on August 26. Eighteen people spoke during the public 
hearing in opposition to the request. John Spivey, Mayor of the 
City of Big Bear Lake, presented the AlJ with a letter requesting 
deferral of any action regardine; existine; rate schedules until at 
least the early part of 1988, in order to allow time for action on 
a pending eminent domain proceeding in the San Bernardino Superior 
Court (Action No. BCV-OOZZ23). 

• 

The comments at the public hearing contained references 
to recent outages, poor water quality, excessively high bills, and 
inade~ate pressure. 
Bate or Return 

scwc agreed with the staff's recommendations concerning 
cost of capital in all respects except the one concerning return on 
common equity (ROE). SCWC requ~sts a const~nt ROE of 13.25% 

I 
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- -(Exhi:bit 41), while the staff reeommends a range of 11~5-0-% to 
12.00% .. 

In our reeent decision in A.S7-04-066 setting rates for 
four of SCWC's districts (the Arden-Cordova districts), we adopted 
an ROE of 12.5% based on the common reeor~. We specified that the 
ROE for those districts may be revised subsequently to conform with 
the ROE which we ultimately approve in rate applications for other 
districts of this water company., The ROE for Big Bear District is 
similarly subject to revision as a result of ~ur decisions in rate 
proceedings for otherSCWC districts. w~ continue the policy first 
announee~ in A.S7-04-066. 

- Authorization of a constant ROE of 12.5% during the 
peri04 1988-1990 will provide SCWC opportunity to earn a reasonable 
rate of return in this ~istrict and will give due eonsideration 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 reasona:ble rates must b~lance the 
interests of inves'l:ors -an~ ratepayers. 

3 .. capital requirements. 

4. SCWC's capital structure, capital costs, 
and financial history. 

5. The reeent increase in the prime lending 
rate. 

6. Our recent action .,in authorizing an ROE of 
12.0% to a large water utility with a 
common equity of 80%, compared with scwC's 
riskier ratio of 51%. 

Consideration was also given to the followinq recent 
Commission actions eoncerninq ROE involving large california water 
utilities (from 0.8-7-09-071 in A.S6-1l-021.) 
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Return on Equity 

Larqe Water utilities 
1987 

Prior 
Application Decision Return on Equity Return 

Utility H2. Hs:2. (:Q~:t~l Requested Au:ths:2rizeg 2Il :E:~i~~ 

calf!. Water A.S6-0S-037 0.87-03-078- 15.00% 13.00% 14.25% 
Service Cc:> .. through (3-25-87) 

A.86-0S-041 

cal American A.86-0S-016 0.87-03-030 15.00t 13.00% 14.00% 
.Wa.ter Co_ A.86-0S-017 (3-6-85) 

Azusa Valley A.86-04-003 0.8.7-01-060 14.75% 13.00% 
Water (1-28-87) 

Dominguez A.86-06-048 0.87-01-064. 1.5_00% 12.75% 14.50% 
Water (1-28-8.7) 

Suburban A.86-0S-047 D_87-01-059 16.00% 12.75% 14.25% 
Water (1-28-87) 

•• 'cali!. , A.86-07-010 0.87-04-069 l&.OO% 12~75% 13.50% 
ater A.86-07-011 (4-22-87) 

A.86-07-012 
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 1985 and 1989, and tor attrition 
year 1990: 

capital Cost 
komponent )3al'ios Factox;s 

~ 

Long-Te:cn Debt 47.0% 9.75% 4.59% 
Preferred stock 2.0 4.47 .09 
Common Equity ~1.o. l2 .. 50 6.38 

Total 100.0% 11.06% 

l2§.i 

Long-Term Debt 47.0% 9.78% 4 .. 60% 
Preferred Stock 2.0 4.46- .09 
Common Equity SloQ l2.50 .. .§.38 

Total 100 .. 0%' 11.07% 

l2.2.Q. 

Long-Term Debt 47.0% 9.82% 4.62% 
Preferred Stock 2:.0 4.45- .09 
Common EqIli ty 51.0 12.50 6.313 

Total 100.0% 11.09% 

Bmi~ ~H - Gen~Bl otti" ' 
In our recent decision on A.87-04-066 involving the 

company's Arden-Co~dova District, there is a tull disCussion of our 
denial at this time of SCWC's request to include in rate base the 
CCIsts relating to general office renovation, mainframe computer, 
and a customer information system. Those items may be handled in 
an advice letter offset request by SCWC when they are completed and 
in operation. 

The company initially requested an increase in rates ot 
approximately 7.50%, whereas the staff recommended a decrease in 
rates in 1988 of 9.65%, and an increase in 1989 of 2 .. 32%. 
Differences are attributable primarily to· estimates for payroll 
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• expense, purchased services and ~terials andsuppli~s, main 
repairs, the need for the Yosemite Reservoir and lO-!nch , 
transmission main projects, and the Apache Well fence. These 
issues are discussed as follows: 
PayrQll Expenses 

SCWC and the statf differ over the appropriate estimates 
" for payroll expense in 1988 and 1989. These differences, are shown 

in the followinq table, which is. contained in SCWC's Exhibit 42: 

.. 

• 
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SOUTHERN CALIFORNIA WA'I'ER COMPANY 
~ 

Summary of Earnin9s Reeoneili~tion • ~~9 :6~~' ~1~tt::i.~t 
198a ~T PRESENT R~T~ 1989 AT rRESENT R~TES 

DESCRIPTION St~ff Adjustunts Co,po1ny St~ff A6jll~llf"b CC"IlIo1ny 

Operltin; Revl!nun 3,9B2.4 3,982.4 4,.112.8 4,112.8 

o l: II Exl1enSts 
PlU'chutd ntlf' 30.4 30.4. 30.4 30.4 
PurChlSidpower 241.b 241.& 2Z.1> 2Z5.0 
Purc~sed cht.ic~s l.l l.l 3.3 3.3 

, PUlP hx 0.0 0.0 0;.0 0.0' 
Niter ri;ht~'lr~sfS 0.0 0.0 0.0 0.0 ' 
P.lyroll 420.2 17.1 4lT.l 442.S :n~ 474.0 
SDIIt'ce of mppl y 0.0 . 0.0 . 0.0 0.0 
Trans.itslon 1 Dilt. 0.0 0 .. 0 0.0' 0.0, 
Custom ~ccounb 49..6 49.6 :11.2 SI..2 
Contr.lcttd .. inttn~cr 0.0' 0.0' 0.0- 0.0 
"o1t.ri.als· 1 supplies 24.2 Il.O Z7.2 2~.9 1~.1 40.0 
Trlllsllortition 5:.4 52.4 56 .. 1 56.1 
Purchls.d I!rViCti 292.4 141.7 434.1 289.7 176.7 466.6 
Uncolll!ctibtl' 14.8 14.8 l~.l lS.l' 
Other 17.1 17.1 18.l ' . 18'.3 

Totll O'l " Expensrs 1,H6~O 17L.8 1,317.8: 1,186.7 223.~ 1,.410.2 

Air SExpenns • . PlyroLl' ;P.2 1.Z 38.~ 39.1 2.7 41.8 
RMlts 9.7 8;.7 9.1 9.1. 
OHicl" SupolitS 14.0 14.0 14.6 14.6 
Prope,.ty I.nsur.lncr 0.0 . 0.0 0.0 0.0 
tnjllnH Ir d.~qfS n.6 2.9 eo.~ St.7. 5.4 81.1 
EtplaYft ptnsian~ 64.0 2.6 60.6 &7.4" .f.8 n.2 
Rrqul.tory Co •• ission erp. S.B S.8 ~.9 ~.9 
Datsidr s,rvi", 1.0 1..0 1.0 1..0 
Stn.ru vlint 0.0 0.0,' 0.0 0.0 
'A.o,.t. of 1.td. ttr. invst.nt. 0.0 O.~ 0.0 0.0 
8us. l.ic. ~ .. 0.0 0.0 0.0 0.0 
Iii se. qen~u expensl!S 6.2 6.2 6.4 6 .. 4 
loaI Fr.,.c!lise T~ 60.4 60.4 il2.4 62.4 
Other 0.0. 0.0 0.0 0.0 

Tat.t A,l & Exp.nsH 274.9 6.8 :m.7 287.~ 12.9 300.4 

S.D. incl. dppf. (~raratrd' 1~.3 134.3 140.S 140.5 
Dtpr.ci.tton IXp,n~ 340.11 340.6 370.4 370.4 
Tu" oth.,. thill in"" 10a.0 1.4 109.4 11:l.9 2.6 l1S-' 
Stat. car~. frinchisr tzx 149.:1 m.ll m •• 144.0 (22.7> 121.3 
F,der.l incomt tax 4:10.4 ~4.9) 395"s, 4:l9.: C72.71 38&.6-

Su1ItoW 1,187.8 (70.6' 1,117.% 1,230.1 (92.7> 1,.137.4, • 

Tot.al Ol1tratinq Exprns!S 2,608.7 108.0 2~714.7 2,704.l 143.7 2,848.0 • Nrt Oprrltinq Rrvenu. 1.m.7 n08.0) lt26:l.7 • 1,40e..s n~:S:;7) 1,264.~ 
Rib h,w l1,1~.a 15.1 1l,.150.9 11,B70.8 30;:5' 1l,.9~~1 
Return on 1Qtt But 12.Z4% -l1.m 11.871 '10.63% - e -
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In addition to, and ~ecause of the payroll expense 
dispute, SOlC and the staff pro'j eot different, amounts tor the 
payroll-related items of *Injuries and oamages* and,*Employee 
Pensions,* and for *'l:axes, Other 'I'han Income.* 

SCWC derived its estimates rrom the calculation of a ten­
year average of labor expense' per customer, adjusted for inflation, 
·and then projected that average into the test years, allowing for 
customer growth, future inflation, and a small payroll adjustment. 
Company witness Young testified that a ten-year average was used 
because it ~s the effect of smoothing out v~riations from year­
to-year in the portion of payroll that is expensed versus 
capitalized, and also the variable vacation accrual estimate~W 

The staff's estfmate is based upon an analysis of sewc's 
current payroll and its specific payroll needs, inclucling salary 
increases and stepped up foot patrols. For items that vary widely 
from year to year, such as vacation accrual' and expense-to-capital 
ratio, staff witness Ali Miremadi employed a five-year average to 
account for any distortion that might have been causecl by relying 
on a single year. In spite of the fact that SOlC does not expect 
to hire new personnel during the next three years the utility based 
its projected payroll needs on expected customer growth and the 
historical ratio of payroll expense to nl.ll%lber of customers .. 

SOle did not sUbstantiate the basic assumption of its 
mcthoclolO9Y, (~. g .. , that payroll dollars grow in direct relation to 
customer ~ase. SOle urges that since customers have demanded 
~icker response to complaints, the higher payroll expense figure 
it recommends should be allowed. But since the company does not 
intend to ~dd personnel to meet any increased demand by customers 
tor quicker complaint response~ we must assume that it is staffed 
to adequately meet customer neeCls. In the circumstances, the 
staff's calculations appear reasonable and will be adopteQ~ 
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~::cbased 5ery;j.ees and Mat~rials and SUpplies 
~2re are significant diffe~enees~etween scwc and the 

staff in this area of Operating- and Maintenap.ce Expenses, as 
indicated in the table from Exhibit 42, supra. 

Here again, Scwc applied a ten-year average per cu~tomer 
of expenditure for purchased servlces and materials and supplies, 
adjusted tor i~tlation, and projected that average into the test 
years, again adjusting for estimated customer growth an~ inflation. 
Staff witness Miremadi based his calculations on an analysis of the 
utility'S expenditures over the past five years. SCWC has an 
ongoing program of main replacement in the district, which has ' 
resulted in reduced leaks, as reported in Statf EXhibit 20, 

Graphs C and D. Based upon this, Miremadi isolated the portions of 
the Materials and Supplies and PU~chased services accounts that 
represent expenditures for main repairs and reduced those prOjected 
expenses to reflect his belief that, as the number of leaks is 
reduced, the expense of repairing leaks will also be reduced. 

'Although ScWc witness Young had testified that actual expenses 
incurred by the company during 19S7 through July, 30 for main­
related. purchased services ancl materials and supplies have 
increased, that one-year data need not be taken as representative 
of the test years under consideration here. ~he Leak Comparison 
Table shown in EXhiDit 20 indicates that the leaks per 1,000 feet 
haVtt! decreased trom 17.96. in 1984, to 12.52 in 1985, to 8.12' in 
1986. ~his trend appears more relia~le than a one-year recorded 
expense for purposes of estimating purchased services during the 
test years involved in this rate case. 

Miremadi, testifying as to the methodology used in 
computing 'his projections, stated that he used. an approach somewhat 
different from that employed tor the other three districts heard on 
this consolidated record - Arden-Cordova, San Gabriel Valley, and 
Wrightwood. In those districts he used Substantially the same 
methodology used by SCWC. However, in this di~trict Miremacli 
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• . d . 1 d l' separated out purch~seQ serv1ces ~n mater~~ s an supp ~es . 
allocated to water mains, but treated. the rest of the components of 
those items in the same manner as the company. He then calculated 
expenses for main-related purchased services and mat~rials and 
supplies on a per leak basi~~.. We aqree with Miremadi in this 
approach. . He employed this method because of the ongoing main . 
replacement program in the district. The approach is innovative, 
and appropriate in these circumstances because it will take into 
account the historical reduction in the costs of repairing main 
le~~ as older, leaky mains are replaced in the main replacement 
program. .. 
Yosemite Reservoir and 
lQ-1neh Transmission Main 

scwc plans to construct a reservoir, called the "Yosemite 
Reservoir~ in the upper Moonridge area at a projected cost of 
$350,000. The company also plans to install 5-,000 t'eet ot' 10-inch 
transmission main at a cost of $175,000.. Staff recommends the 

• 
exclusion of both projects from rate base now but suggests that 
sc;.;rc be allowed to, file advice letters when the pr~j ects are . 
completed.. 'rhe utility agreed. with the advice letter filing when 

• 

the projects are completed... However, the staff recommended that 
caps of $350,000 and $175,000, respectively, be placed on the 
projects.. scwc objects to such caps,. arguing that a requirement 
tor. the tiling of suitable work papers with the advice letters will 
allow the staff to adequately review the filing. 

We agree with. SCWC on this issue. Ne valid r~ason was 
offered by the sta:ff :for i:mposition of the caps except that they 
are necessary to place Nan upper limit on the cost of the reservoir 
in order to ensure ••• that the cost would not skyrocket fer some 
reason." (Tr .. , p. 657.) While.the costs discussed are the 
utility'S estimates, they are only estimates. It would be 
unreasonable to impose a cap on a necessary project if some 
condition beyond the control of the company should arise·affectinq 
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th.e cost.,. We will not impose the caps; ho ..... ever, we will, place SC"":C 
on notice that we expect its estimates to represent sincere 
appraisals of the actual ~xpected costs for these proj ects, and 
that work papers submitted with the advice .letter filings must 
tUlly support whatever final costs are incurred. 
APache Well 

SCWC requests $4,300 in rate base for fencirig in the 
Apache Well. The well, contaminated by qasoline in 1980, has not 
produced water for over six years. The company purchases -almost a 
hundred percent- of the water in the Rimforest system, where this 
well is located from the crestline-Arrowhead water Agency. Staff 
believes the well is a good candidate for retirement. 

SCWC has retained the well in the hope that, through 
continued ground water percolation, the gasoline concentrations 
will eventually be eliminated so that the well can once again be 
used. In the interim, SCWC uses the site tor storage. SCWc 
witness Thompson testified that the area is subject to· some 
trespassing, and occasionally used as a trash dumping area. In the 
circumstances, since it is unrefuted that· the company uses the area 
for storage, it is reasonable to allow the amount estfmated for 
fencing in rate base. 
Specific COpplaint~ 

David Pontell, a resident of Big Bear and a customer of 
sewe, testified that two or three times every year since 1973 a 
leak has occurred in front of a building Pontell owns on Big Bear 
Boulevard. He stated that recently hundreds of gallons had leaked 
there from a Friday, when the leak was reported,. to the following 
Monday. Pontell urged that the staff's recommendation for this 
district regarding rate reduction be adopted: but qualified that 
recommendation by moving that n~ action be taken relative to· 
rates - increases' or decreases - until atter the results of the 
eminent domain proceeding, commencing in October, are known. 
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Pontell is spokesman tor a group called The Citizens 
committee tor Improved Water and Electric Service, consisting of 
approximately 700 .people. While this is a significant number of 
customers, there are over 11,000 'customers in this district. Since 
we are requirin~ reductions in rates for 1988' and since the eminent 
domain'action is pro~lematic at this point, we do not deem 
pontell's request for detQrral sufficient reason tor holding our 
decision on this application. The motion will be denied. 

Robert Pratte is President of Comstock Construction 
Company. He has been a customer in the district tor 30 years. He 
believes that if SCWC were to eliminate needless waste and 
inefficiency there would be no need for a rate increase. 

Pratte testified concerning the request for master 
metering of a condominium project on Goldmine property at no, cost 
to the utility, and the refusal l:Iy sewc because of concerns over 
possil:lle tax consequences if the plan were deemed a scheme to evade 
taxes. -rne proposal is described in a letter (Exhibit 32) from. 
Roscoe Anthony, sewc's Senior Vice President,. to Joe Shuf~, 
President and Chief Exeeuti ve Officer of' Goldlnine. In Anthony's 
letter he states that master meters are being discouraged 
throughout california due to the loss of control of eonserva~ion. 
Pratte also testified. regarding the possible donation by him of a 
plot of land as a site for a tank. Anthony, however, testified. 
that. the proposed transaction aetuallY,involved an exchange, rathe= 
than a donation of land. He also iterated his position in the 
EXhibit 32 letter that master meterinq is a bad policy because it 
does not encouraqe conservation. In su:m., Anthony refuted Pratte's 
testimony. Pratte's testimony was allowed by the ALJ over sewc's 
objection only insofar as it might tenet to demonstrate that the . 
utility was not bein~ operated efficiently.' It a private dispute 
exists between Pratte and sewc, that dispute may be resolved in an 
appropriate forum, but not as a part of this proceeding_ 
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state Ink2me Taxes 
~he staff state income tax calculation reflects the 

effect of ,Senate Bill 572, signed :by the Governor on September 29, 
~987, and which reduces the applica:ble tax rate from 9.6% to 9.3%. 

Ad.QPted $YUaN 0" Earn;'ng~ 
our adopted summary of earninqs shown below will reflect 

adoption of a 12.5% ROE for 19S5, 1989, and 1990. It also reflects 
exclusion of the three general office rate base items discussed 
supra, the Yosemite Reservoir and associated 10-inch main, the 
staff calculations for payroll e~~enses and purchased services and 
mAterials and supplies, and inclusion of the 'cost for fencing the 
Apache Well requested by SCWC. Furthermore, it retlects the 
staff's recommendation that scwc replace 18,000 teet ot steel mains 
per year. (SCWC had budgeted 15,000 teet in 1988, and 13,000 feet 
in 198~.) 
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TABLE 1 

SOtT'I'HEP.N' CAL:tFOP.NJ:A WATER COMPAN;{ 
Big" Bear District 

Adopted Swnmary ot Earnings 

---------------l98'8----------------
Present Authorized 

. ..,,------~--
.(Thousands of Dollars) 

Total Revenues $ 3,986.2 $ 3,7S7~7 

operating Expenses 
Oper. & Maint. 1,146-.0 l,l45.2 
Adm..& Gen. 214.5- 214.5 
Gen.Off.Alloc. 13-4.3- 134.3 
"Depreciation 346-.6- 346-.6-
Other Taxes 16-8.5 165.0 
State Franch. Tax 148.3 12'6-.8 
Federal Inc.Tax 449.5 380.6-

Total 2,6-07.7 2,513.0 

Net Income 1,37$.5 ~ l,244.7 

Rate Base 11,250.4 11,250.4 
Rate of Return 12.25- 11.06 

------------~-19S9----------------Present Authorized ......... _---_ .... ----------
(Thousands of Dollars) 

Total Revenues $ 4,ll8.5- $ 3,979 .. l 

Operating Expenses 
Opel:'.& Maint. 1,18.6-.7 l,l8.6- .. 2 
Adm.& Gen. 22$.1 22$.1 
Gen..Off.Alloe. 140. S. l40.5-
Depreciation 3-70 .. 4 370 .. 4 
other Taxes 178.4 176- .. 3 
State Francn.Tax 143.$ l30.4 
Federal Inc.Tax 457.7 415-.7 

Total 2,702 .. 3 2,6-44 .. 5 

. Net Oper. Revenue l,4l6.2 l,334.6-

"Rate Ba'Se l2,053-.4 l2',053.4 
Rate of Return ll.75 ll .. 0·7 
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Issues R~ardinq Goldmine 
Ski AssQC1atioDi Inc .. 

Benno Nager, Vice Presid.ent of Operations of Goldmine Ski 
Association, Inc. (Goldmine), testified. .concerning a history of 
leaks in the Moonridge area of SCWC's Siq Bear District, where 
Goldmine operates a ski resort, and, outages occurring there. One 
of the exhibits sponsored by Nager - Exhibit 20 - is a reproduction 
of a 1972 local newspaper 'article which d.iscusses the fact that 
th~lre were water problems in the upper portion of Moonrid.ge for 20 
years. The article also states that SCWC had. only owned the system 
for 18 months at that time. He also sponsored. Exhibit 30; 
consisting of four photographs. One portrays the Dogwood tank 
overflowing, at a rate estimated. by Nager at approximately 200 

gallons per minute and being lost into a drain rather than being 
returned. to the system. Another photograph shows some erosion 
resulting from the overflow. The main thrust of Nager's testimony 
is that water problems, particularly leaks, recur annually without 

, 
any apparent resolution of the problems causing'the leaks. 

Joe. Shuff also testified on behalf of Gold:mine. He 
stated that Goldmine is a recreation business, employSong 300' people 
in season. He stated. that on December 10, 1~8& S~~C's Sand Canyon 
pump failed, and was not repa~red. for a week. Shuff believes it 
could have been done in 24 hours. He testi~ieQ that SCWC, Que to 
an agreement he *had. foolishly made based. on their commitments many 
years before, turned. our water off and. we were shut d.own as far as 
snow-making :-ras concerned." 

Shuff sponsored Exhibits 34 through 38. Exhibit 34 is a 
copy of a letter to SCWC from the statf dated February 20, 1987. 
It e~resses the staff opinion that Goldmine is not on 
interruptible rates, and that the applieable tariff d.oes not permit 
the locking of Goldmine's meters except. in very specific instances. 
The letter also commented. that a l5-foot level then,maintained. in 

• 

• 

.' 
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• the Lassen tank, Whi~ serves C::Oldminc, is higher than necessary 
except on weekends. 

Exhibit 35 is a staff report dated February 1987 on the 
informal complaint of Shuff. The report, prepared by tarry Hirsch, 
Associate Utility Engineer, recommended that a 9- to 11-foot level 
be maintained in the Lassen tanks Monday through Thursday, with a 
higher level maintained for peak demand.. Hirsch also recommended 
that SCWCinvestigate the purchasing of leak detection equipment, 
and in the meantime, foot patrol .the Moonridge area at least once a 
week when losing capacity to detect and shut off leaks. The report 
suggested that, since SCWC appeared to be using Goldmine as an 
interruptible customer, the possibility of a curtailable rate 
schedule could ~ explored. Finally, the report recommended that 
if service cannot be improved, a moratorium on new connections for 
commercial or light industrial customers could be instituted in the 
district until the various problems experienced in the area are 
resolved. 

• 
The report discussed the ~omp1aint, in which Shuft h~d 

alleged'that his service had been shut off for two weeks, and 
states that the two meters in the ski. area had delivered 
uninterrupted. service throughout the period. except for three days 
when the Lassen tank level was at 9.5 feet 'on January 19, and again 
when the level reached l3 feet on J'anuary 24, 19-87. 

• 

SCWC answered the staff letter of February 20 with a 
letter dated March 4, 1987, frot\ the company"s Manager of 
Operations, Ron Thompson. Thompson stated that SCWC would continue 
using 15- feet as a minimum storage lE~vel for the Lassen t~nks, 
since it had established that it was necessary to maintain a 
minimum of 10.5- feet during th~ week, and 15-.9 feet during weekends 
in order to meet fire-flow storage requirements of 240,000 gallons. 
Two thousand gallons per minute are required by the City of Big 
Bear Lake Fire Department for Goldmine, which. equate to 8.2 feet of 
water in the Lassen tanks; and. 2.3 feet and 7.7 feet of additional 
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stor~ge is needed to meet peak hour domestic demands during 
weekdays and weekends, respectively. Thompson pointed out tnat 
using the 10.S teet during the week would not mean more water for 
Goldmine than under the lS-foot operation, since SCWC would have to 
suspend water deliveries sooner during the week in order to achieve 
the 15.9-foet level tor peak domestic demands. Thompson stated in 
his letter that the company has in its 1987 budget pumps, to be 
installed near Goldmine's chalet, to use underground springs to 
augment the existing sup~ly available for snow-making_ Further, a 
booster pump is being considered for inclusion in SCWC's capital 
budget which will help matters in the Moonridge-area. 

The staff determined from the fire chief having, authority 
in the Moonridqe area that 1,SOO gallons per minute, or 6.5 feet, 
is necessary for fire-flow requirements, to, which the requirement 
for serving the customers must be added. Hence the staff'$ 
recommendation of 9 to 11 feet during the week as minimum tank 
levels. 

A letter dated January 27, 1987 from SCWC to the 
Commission, ineluded as part of the Hirsch report indicates that 
Goldmine has a storage capacity on its property o'f about 12,000,000 
gallons, while SCWC has a capacity of about 1,000,000 gallons. 

Shuff testified that while his meters at Goldmine were 
being shut down, SCWC was deliverin9' water for snow-making to two 
new customers in the same part of the district, namely, Snow 
Forest, and a snow play area at Rebel Ridge. Shuft requests that a 
moratorium be imposed banning new connections until the problems 
are resolved. This recomlllendation comports with', the one contained 
in the Exhibit 35 report, and we assume is intended to apply to . 
eonnections other than new homes. 

Shuff requested that SCWC be required to- maintain the 
level in the Lassen tanks recommended by the staff in.the 
Exhibit 3S report, and also that tl'l.e Commission qive GoldJnine a 

-"18 -
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• decision on the legality of SCWC's righ.t to sh.ut ott .. regular 
metered customer. 

• 

Staff in its brief asks that official notice be taken of 
Rule l4 in SCWC's tariffs, relating to Continuity of Serv'ice. 
Official notice is hereby taken of the rule in question, which is 
reproduced below • 

, . 
' . 

• - 19 -
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Rule No .. l4 

• CONTDroIT! OF SERVICZ 

l. l'lle ut1li'ty vill make all re~so~'ble e!ror:.s 'to. :prev~t ~ter­
ru:?-:~or.s 'to service aXld: vhen such 1%lterrupt1ons oc:c:~ v1ll . 
e:ca.ea.vor to- re-est8b11sb. servic:e nth the short-est P9tlsi"ble 
d.elay c:ons1ste:ct v1th the sa:Cety to ~t.a C:ll.Gto:ne..'""S a:cd t.he ge!le:'~l 
:public:. 

2. Wb.e=e ll:D emerge:cey :Lllt=.":"Upt1O:c of serv1.ee a~ec:t.s the ae:"Vi~e to 
a:rry' :pa.b~e tire pt'oteet.1o:tl device". t'!le u~t:r V1ll p:'Q~tly C:l­
dea.vcZ' 'to %10't1--Y the F1.-e Cl:Ij,~ or o'the:: public: 01::r1c:ial re:s:po~s1ble 
tor ti::'e proteet1on 01: SUc!l. 1:cter.:upt10n ua. o'! lIubsequent ·:z:oes-:.on­
t10n or :Dor.=al ae=v1ee. 

3. Se~eQ.t1led Inte::::ouptions 

1. Wile:e"Ie the ut~:ty til:lds it Xlecess&.'"j" 'to. seed.ule e.:o 1llte:-­
:t"L."1)t1on to it.s aevieel ~:t. ~i' 1 vhee :teu1"Qlc, %1o-:,!..~ all 
~...o~~ 'to "be e.t:ectd 'r1:r ~c 1l:lte..--=u:ptiOll, S':4t.1::.g ~e 
8:?lr.'o:C.=te t1me a:cc. e..:lt.1d.:;eted. du.-ation.o! the. 1n~:.:.p-:1on .. 
Scheduled ~t.e:":".lllt.1ons ...n" be mad.e at. such nou:-s as ~"\., 
:p=ov1de le=.C: i:cco:tlven1e!lce ":'.0 ~e c:~toQ.e:'s eo:s1s-:.e:t v!":'.~ 
re:so:able util1~ ope:-a~io:tl$. 

2. wne=e ptLbli~ :C'i:'e ;p:-oteet!o:tl 15 Fend.ed. 'by t~e mAins ~e:~e';' 
"r:!:I the i:lt.e:_'lJO:PtiO:tlS" the. U"t.1l!-ty w-"~ F~tly e:tld.esvor to 
:coti.."":r the ~...re Chie:r or othe: oU1c:1als respo:cs1l>le tor t::e 
p:'otec:t1on, S""..eti:lg 't~e 8:P:o~te time al:l~ ant1e::':p~'ted d.u...'""a't~o:* 
!: lldd!.~1c:, the F1..-e Cllie! cr ot.l:.e:: c~ic:1..al respol:ls!"cle tor t'!:e 
:p:'Ot.e~1o:tl ~...ll '\:); Xlot.~1ed IrOmptly uPO%l :z:oeS-:orat.ior. 0: se..~ee. 

c. Appc:t1.c:cme:ct ~ SlJ.pp~ Dl.lrag ~es of Shor...age .. 
l>a:'1Xlg t1mes Q'! 'tb::e~te:ced or ectuaJ. vet.er sbor..age, 'the u:."'J~~ v"".ll 

appo:-t1on ita a'Vll:1lable vater 8~ .em.oZl& i'ts customes as c11:'ec:ted by 'the 
Pu."b11c: 't7tWt1es Co=m1Bs1O:C. h the abae:ee C1! d:1rec:t1on :t'rom. 'the Co:::n1.sZlio%l, 
it vm elJPOrtion the supply 1:c the m.a.:z::l:Del' that. appea..--s most ect~...a'ble u:cde 
c:1r~:cces then prevall:1.:cg, udV1'th due :regard to public: health .:tId . 
~~ - -

- 20 -

• 

• 

• 



• 
.' 

A.S7-04-067 ALJ/JSL/jt 

Shuft requests some ~$$urance that Goldmine will be able , 
to do business this winter, i.e., receive a steady supply ot water 
He also asks for a rate reduetion more in line with the type ot 
service he has been receiving; or, alternatively, he would just as 
soon pay the tull rate and have SCWC ordered not to interrupt the 
Goldmine service. Shuff stated that Golclmine drilled a well about 
five years ago, and that very recently began,drilling another well 
to supplement the water received from SCWC. 

Ron Thompson testified concerning SCWC"s plans to add 
booster plants in the area in order to increase the amount of water 
delivered to the Lassen tanks. He stated that he had agreed to 
allow Goldmine to draw the Lassen tanks down to 12 feet on a two­
week trial period, and to 15 feet during weekends. Thompson also 
extended this agreement into the coming snow season, subjeet to 
change based upon water availability. 

Shutt stated that Goldmine needs 300 gallons pe~ minute. 
Thompson testit~ed that based upon current ~d expected deliveries 

e SCWC would be able ,to allow Gol~ine the 300 gallons per minute 
needed, but could not guarantee it. ' . 

• 

, In respons~ to a question from Shuff concerning sewe's 
right tO,shut oft Goldmine's water, Mr. Caveney cited Section 353 

of the California Water Code. This seetion ot the Water ~ode 
(Statutes, 1943) reads as follows: 

"When the governing body has so determined and 
declared the existence of an emergency 
condition of water shortage within its service 
area, it shall thereupon adopt such regulations 
and restrictions on the clelivery of water and 
the consumption within said ~rea of water 
supplied tor pUblic use as will in the sound 
discretion of such governing body conserve the 
water supply tor the qreatest public benefit 
wi~h particular rega~t9 dom~stie use. 
sani,tation. and fire pl:9teetion." (Emphasi:i 
added. ) 
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Section 350 of the Water Code is also, pertinent to these 
cireumstances~ and reads as follows: 

NTbe governing body of a distributor of a public 
water s~pply~ whether p~licly or privately 
owned and including a mutual water company~ may 
declare a water shortage emergency condition to 
prevail within the area served ~y such 
distributor whenever it finds and determines 
that the ordinary demands and requirements of 
water consumers cannot be'sati$,tied witho~t 
depleting the water supply ot the distributor 
t~ the extent that there wo~ld ~e insufficient 
water tor human consumption, sanitation, and 
tire protection. H 

The leading case found in connection with these sections 
is SWatlsotl v Marin MUnicipal Water Rist;cict (1976) 56 CA 3d 5·12, in 
whicb the appellate court found that the water supplier is 
empo·..tered to maintain an appropriate reserve of water tc> meet 
future needs, and that it need not empty its reservoir before 
undertaking conservation measures. . 

Further, we held in In~estigati9n ot P~ers-Rhoades 
Company (1925) 27 C.R.C.'297 that domestic service must take 
precedence over all other water use, and that demands tor a 
swimming tank are subordinate t~ domestic demands, even to the 
extent of requiring abandonment ot the swimming tank water service 
by the utility, it necessary. 

It is our opinion that the Water Code sections cited 
above provide adequately for the interruption of water delivery to 
Goldmine in the circumstances descri~ed on this record. However, 
Water Code Sections 3Sl and 352 require the conduct of a properly 
noticed public'hearing before the governing board of the water 
supplier before such emergency action may be·institute~, except i~ 
the ease of breakaqe or fa,ilure of a dam, pump, pipeline; or 
conduit. In this case, it appears that some ot the shutdowns. to, 
Goldmine ~y be attributable not to' breakage or failure of a dam, 
plllnp, etc., but rather to the overtaxinq of the Moonridge system 
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because of heavy <:lemand <:luring peak times, e.,g., Fourth of July , 
weekend, ideal ski conditions, etc. If Goldmine believes that a 
public hearing is required in those circumstances before shutting 
off its water, it may pursue its remedy in the appropriate forum. at 
that tilne. 

Atter consideration, it is our opinion that the 
recommendations made by Shuff on behalf of Goldmine should not be 
a<:lopted. Firstly, SCWC's Tariff Rule l4 eoes appear to be 
applicable to the circumstances before us, and to provide authority 
for curtailment of C.oldmine's service in those circumstances. The 
rule also appears proper when considered'in light of the provisions 
of the Water Code cited above. Secondly, Goldmine is already 
paying a lower rate for its water; and both SCWC and the staff co..re 
recommending that the ditferential between the first and seconc 
block rates be increased, which will benefit a large user such as 
Goldmine. We are adopting that rate recommendation in our dec:i;sion 
today. Thus, the rate paid by Goldmine under present rates is less 

• 
'than the rate paid by any other consumer in the Big Sear District, 
and there will be an even greater differential under our adopted 
rates. Thirdly, the testimo~y o,! company witnesses assures us that 

• 

there will be a signi:ficantly greater possibility o,f meeting 
Goldmine's nee<:ls henceforth than in the past, due to the utility'S 
plans to augment the delivery of water to' the Lassen ta.nks, e.g., 
through the increased use of booster pumps, main replacem~nts'and 
repairs, etc. Fourthly, Goldmine's plan to drill a well or wells 
of its own, hopefully successful, will increase its water supply .. 
Assuredly, Goldmine has a valid interest in obtaining water to meet 
its snow-making needs: however, that interest must be o,f 
subordinate priority than the domestic, sanitary, and fire-flow 
requireIl'lcnts of other neighboring homeowning consumers. While SCWC 
has agreed to allow Goldmine to draw d<?wn on the Lassen tanks to a 
level of l2 feet, information contained in the Hirsch report 
,(Exhibit 3S) suggests that levels of II feet'. in non-peak periods, 
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anel lS feet elurinq peak periods will allow tor safe anel aelequate 
service in the Moonridge area. We do not deem a moratorium on 
service connections necessary at this time',.,):)utwill direet the 
staff to lnoni tor conditions- in. the distriet, and report to us on the 
possibility of sucn a necessity. 
s:y.Sitom,r serv;ice 

Biq Bear District serves a resort area with many seeond 
homes ~c1 part-time residents. Ouring most of the year, the water 
system has adequate capacity. However, during ski season and on 
summer weekends and holidays, the population in the distriet 
greatly increases, thus puttinq a strain on the water system. 
SCWC does not draw water out ot the Biq Bear take ):)ut relies on 
wells for its water production. This is a water-short area and 
precipitation during the last tew years has Deen below normal. 
This further reduces the water supply. 
~owaints 

• 

'SCWC keeps recorels of the complaints that it receives 
trom customers. Staff made a tabulation of 'the eomplaints received 
over the last four years anel the, first quarter of 198.7, as shown • ' 
Delow. 

Main 
~ Billing Pressure Ouality Qj:her Leaks 

1983 2,382 l33 33 . lO l,&90 
1984 574 107 37 1,92'S 1"S4S 
1985 l,177. 213 4l l,08l 1,079' 
198& 2,OS4' 203 91 1,7l1 718 
1987* 491 142 143 920 185 

*1987 data are for first quarter only. 

The utility classifies ~e complaints into several 
cateqories. The billing complaints inelude high bills, possible 
misreads of the meters, and Dilling errors. Some ot these are 
caused by excessive use or leaks on the customer's premises, e.g., 
after the meter. Pressure eomp,laints inelude high or low pressure 
at the customer"s premises. These eomplaints. are sometimes caused 
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by reduced flow rather than just low pressure. The category "main 
leaksN includes leaks that are in the water mains, or before the 
meter.. th.ese are leaks that the utility has the responsibility to 
repair. The water quality compl~ints include complaints about the 
taste, odor, and appearance (e.g., dirt or color) of the water, and 
sometimes include suspected problems where there is no physical 
evidence. ,Any complaints that cannot be classified into the'above 
categories are listed under the category "Other." -'The recently 
increasing number of complaints regarding pressure and quality is 
largely attributable to d.roppingwater tables over the last three 
years. 

Big Bear District has a large number of complaints for 
leaks. Many ot the complaints in the NOtherN category are frozen 
or leaking service lines that are the responsibility of the 
customer rather than the utility. The number of leaks is to- a 
great extent dependent on weather. During the winter, freezing 
weather c~ses meters and service pipes to freeze and break. The 

• 
water loss r.esulting ~rom these leaks can be a significant portion 
of'the water capacity for this district. ,Due tO,the main 
replacement program, the number of complaints for leaks is being 

• 

reduced: however, continuation of the proqram is necessary to· 
reduce the leQXs even further. Statf has recommended, and SCWC 
ac;rees, that 18,000 feet of mains replacement in each of the test 
years should ~ undertaken. 

Stat! reports that there are also many complaints for 
hiC;h bills. This is not unusual where there is a rosort area with 
second homes. Resort areas are otten built with smaller than 
usuai water mains since they are used only part time and otten have 
a low density of connections. This results in service charges that 
are generally hi9her than those in ,the high density, urban areas 
where most of the customers live. Bimonthly billin9' by the utility 
c;ives the perception of a high monthly bill, since customers often 
mistakenly believe that the bimonthly bill is for only one month • 
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§gmmer water Shortage 
As in other resort areas, meetinC] the su:mm.er peak demand·· 

is also a problem. ouring the past Fourth of July weekend" there 
was a water outage in the Big Bear District, primarily in the Wolt 
Tank Zone and the upper Moonridge area. Many houses on July 5 and 
6 had water service only in the very early morning hours atter 
m~dniC]ht. For about 30 services, water. service was-not restored 
until July 7. The factors contributing to, this water outaC]e 
included high demand because ot 'the large number of people in the 
area and reduced production in some wells due to the dropping water 
table. There was also a lZO-acre fire in the Baldwin Lake area, 
and the utility believes that persons in the area were wetting down 
their property to reduce the fire hazard. These conditions are 
reported in staff Exhibit 17. 

The Big Bear Lake City council adopted several emergency 
water conse~vation recommendations such as restricting hours of 
watering plants and lawns, eliminating hOSing down of sidewalks, 
driveways, etc. and some similar water use restrictions. A 
moratorium on construction in MO,onridqe is also being considered by 

local authorities. The tire department issued an announcement of 
the recommendations tor water conservation for the duration of the 
summer and noted that water conservation kits are available free 
from SCWC. SCWC also sent each customer a copy of the city council 
resolution and advised that water conservation kits are available. 
Winter Wat~r Sbottaqe 

SCWC also experiences water shortages in the winter, 
mainly due to freezing weather which. causes leaks and frozen pipes. 
The meters used in the BiC] Bear District.have a cast iron frost 
bottom Which is designed to break if the water in the meter 
freezes. This protects th~more expensive components of the meter. 
However, whenever one of these meters freezes, there is a leak of 
20 to 30 gallons per minute.. During p~ieularlY' cold spells,. the 
agqreqate leaks can result in a watElr capacity shortage. 
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Water SUpPlY Improvement 
scwc currently has plans to· install a booster pump to 

lift water from the lower zone to the Moonrio.ge area. The utility 
also plan~ to redevelop a slant well which is ~ently not used. 
While these projeots will not solve the problem that oaused the 
su:mmer water outage,. they will oertainly help the situation at a 

. relatively moaest cost oompared to developing additional water 
supply. 

The winter water shortage seems to be oaused by a large 
number of leaks and other operational problems (tor example, a pump 
failure). Staff reoommends that SCWC should repair failures in a 
timely manner, and if there are unavoidable delays,. SCWC should let 
its customers know that they are working to solve the problem. In 
addition, SCWC should increase its leak detection proqram in the 
winter with foot patrols in areas likely to· have leaks after 0010. 

weather. If the water level in the reservoirs does not increase 
during off-peak,. low demand times,. then SCWC should inorease its 

• 
leak detection efforts and make timely repairs to allow the 
reservoirs an opportunity to refill. 

• 

~stom¢r Relations proqram~ 
commission D.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 program for these districts. The next decision, 
0.87-04-069, issued April 22, 1987, ordered SCWC to inolude in the 
public relations program the districts in these applications: 
Santa Maria, Ojai, Simi Valley, Clearlake,. Bay,. and Calipatri­
Niland. 

Realizing that inadequate public relations was not 
limited to' those districts, SCWC has take~ the initiative to 
develop a .public relations program for the entire company. scwc 
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expanded the prO<]ram with the public relations firm :that they had 
been using. In addition, SCWC hired. another firm to, survey all of 
its customers with a *report cardw type of ,grading form to 
initially determine customer perceptions. The results of this, 
survey were compiled in qraphieal form and are being used to ' 
develop a publie relations program. Socal sends periodic reports 
on its publie relations proqram to the Commission staff. 

staff reports that SCWC is stepping up public relations 
aeti vi ties, and in time the results should be appreciable. SCWC 
has a preliminary plan for a customer information department which 
would provide up-to-date customer aecount information and provide a 
convenient method for customers to report problems. A customer 
information department may provide a method for the ratepayers to 
contact the utility and reeeive service with a minimum of 
frustration. 

• 

This department was scheduled in the 1989 budget for the 

general office. The operation of this eustomer information 
departll1ent is, to a large extent, dependent on the replaeement of 
the mainframe computer and remode~ing of the g~neral offiee. Since ~ 
the plans for the general office are running behind schedule and 
the method of operation and relaying information to the districts 
is not complete, this may be delaY,ed to 1990 or later when the 
plans have been 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 re~irements: 

S9h~yl~ Class 0: seryige 

BB-1 

BBF-2 

AA-4 

General Metered Serviee 

General Flat Rate Service 
(Fawnskin area) 

Private Fire Service 
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• 

• 

The service eharge rates presently in effect under the 
General Metered Service tariff schedule were designed to recover 
approximately 70t of the fixed costs. The utility's proposal for 
the general metered service maintains that ratio. 

The General Flat Rate Service and Private Fire Service 
rates are proposed to be increased by amounts generally consistent 
with the system-wide percentage increases. 

The t;bles below (from staff Exhibit 17) show the effects 
of the utility-proposed increases ~,nd the bill analysis for the 
S/8 N x 3/4N meter tor the respective years • 
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PROPOstO CHANCC tN RATES • SOCIIl IUIter Co. 
aig a.l,. Q1$tl"~~ 

SC~tCu~~ MO. aa·i. CfNtRA~ METER!C SERvICt 
11.._ ___ •••.• ____ ........... _... 

1981 ·~········1Qaa····-······· ··········'989-··········· ··········'990············ 
oes.c:rf pt1 on propom CoLla,. PerCllflt Pl'<lpoMd OoUal" Pe,.e.ntPropoaed CoUa,. Pe,.cent 

Rat .. Rat" Change Change Rat" ChOrtoe cnal'\Qe RatH- Change Cha"ge 
StRVte! CHAAct 

5/8" mete,. S17.6O S19.05 S'.45 ~.24X $020.10 S1.05 5.S1X' $20.65 'S.55 2.7':'~ 

'3/4" mete,. 2l~7'0 25.50 1.80 7.'~ 26.00 .50 '.96~ 26.es .tJ5 3.2~ 

,o. ~e,. 40.10 43.40 '3.30 8.23% 44.00 .60 1.36% 45.20 1.20 2.m 
'.'!/2"' mete,. 53.00 56.00 3.00 5.66% 58.00 2.00 3.57:t 60.00 2.00 3.45X 

2" meter 10.00 74.00 4.00 5.7'1% 'la.00· 4.00 '5.41X 80.00 2.00 2.SO:O-

3" meter 123.00 130.00 7.00 S.69X 135.00 5.00 3.85% 133.00 3.00 2.22r.. 
4" meter 'M.OO 172.00 6.00 :s.o,%. 185.00 13.00 7.56X 190.00 5.00 2.70:: 
6" meter UO.OO 296.00 16.00 ~.7'1~ 306.00' 10.00 3.38% 316.00 '0.00 3.27:t 
8" meter 402.00 "20.00 24.00 5.m '-'0.00 14.00 3.m "54.00 14.00 3. '8:-

COMMOO tTV eWe! 
'fr$t 150 CC1.pe" ec, 1.J64.0 1.4490 .0850 6.23%. 1.4970 .0480· 3.'31X 1.6030 .1060 7.0~ 

Over 150 CC1,. pel" CCP' ' 1..0""0 . 1.0980 .0540 5.,?'%. '·.1120 .011.0 1.2ex 1.1510 . .0450 4.05% . 
.t~~ ANA~YstS • 5/S" mete,. • ...... -_._ .. __ ..... 

'987'" ·········.··'9e.8"'·· .. •·• .. ··· .. · .. ···· .. ···'98~··· .... ···· .. ·· ........... 110'090·· .. ••• ....... 
Monthly UNge P"opO&ed ~oLlI" Percent propoled Oo~~ar Percent PI"OPOled ~olla" Percent 

CCt Rates ~te& Chanlle Change RAte. Change Change Rat., Change Chal'l~. 

0 S'7.6O S'9.05 s,.45 4.24X S2C. ~O S'.05 5.51% 120.65 S.55 2.74~ 

~ Z'I.69 23.40 1.71 7.86X 24.,9- ,. '9 5.'OX 25.46 .1$7 3.537. 
o(a~) ZS.7a 27.74 1.96 7.60X 29.08 1.34 4.82% 30.27'" 1.19 4.0~ 

,0 31.24 3'3.54 ~.30 7.'36 .. 35.07 ~.53 4.56% 36.613 , .01 4.59'/. 

25 51.10 55.28 3.58 0.9'% 51.53 2.~ 4.0n 60.73- 3.20 5.50~ 

50 85.80 9'.50 5.70 6.64X 94.95 3.45 3.m 100.80' 5.85 6.16Y. 
'00 154.00 163.95- 9.95 6.46X 169.80 5.85 3.,n 18O.9S 1' .. ', 6.57:t 
200 Z7".40 29'.30 '6.90 6.'OX 300.25 8.95 :s.on "8.95- '8.70 6.23% 

• - 30 .:.. 
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As shown in tho tables tor the General Metered service, 
increases were applied to-both the service charges and the 
commodity rates f?r 1988, 1989, and 1990. Two, commodity blocks 
were retained since the second block is required to establish an 
industrial rate tor the one large user, Goldmine. 

On May 28, 198&, the Commission issuecl D.8"6-05-064 in 
Order Instituting Investiqation 84-11-041, which established a 
water rate design policy. 

The policy, among other things, established that tixed 
costs as they relate to the service charge are those direct costs 
that are necessary to provide customer access to water. These 
fixod costs were defined in the decision as: 

1. Maintenance expense 

2. Transmission and distribution expense 

3. 'CUstomer account expense, exclUding 
uncollectibles 

4. Administration and general e~ense 

5. Rent e~ense 

6. Depreciation expense 

7. Property tax expense 

S. Gross return on investment (rate base) 

In the interest ot 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 costs. 

The service charge revenue recovery Obtained by staff 
(from the general metered services) from the utility'S workpapers 
at present rates tor 1988 as a percentage of the fixed costs is 
70%. Although the Commission's rate design policy requires that 
service charges be set to recover up toSO% of fixed costs, it does 
not specifically require service charges to be reduced when they 
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generate over 50% revenue. In this case, staff recommends that 
be~ause the service area is primarily a resort area the high 
percenta~e of revenue recovered~y the service charges is 
reasonable. Since resort areas experience extreme variations in 
water demand, and the utility must construct its system t~ meet the 
peak demand, a ~gh fixed cost relative t~ the average consumption 
by its year-round customers is created. Staff believes it is 
appropriate t~ weigh the rate more heavily with fixed costs so that 
seasonal" users pay their fair share of those fixed costs. We agree 
with the staff in these circumstances. 
Balancing Accounts 

In July 1987 SCWC provided the recorded June 1987 
~al.ances in its ~alancin9' account set up pursuant to- ~lic 
utilities Code section 792.5. ~he balance as of June 30, 1987, was 
$S6,885 undercolleetion or 1.4% of the gross annual revenue. 

In accordance with established commission procedures, 
recorded ~alances less than 2% of gross annual revenue will not ~e 
amortized. Accordingly, a surcharge has not been inclUded in 
Appendix A. 
~ttritioD Year 129Q 

Staff recommends that an attrition allowance be qranted 
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 would be authorized, but for our adoption of a levelized 
(reduced) rate tor the three-year 'perio<i'involvecl, also cliscussed 
below. 
1286 TaX Reform Axt 

On september 10, 1987, the Commission issued 0.87-09-026 

relatins to the effects of the 1986 Tax Reform Act oncontribu~ions 
in aid of construction (CIAC) and advances for construction (AlC). 

, , 

- 32 -

• 

• 

• 



• 

• 

'. 

'. 
A.87-04-067 ALJ/JSL/jt .... 

In accoraance with that decision, SCWC informed the statf 
on october 28, 1987, that it was choosing Method S, as designated 
in that decision, as its methodo! handling the taxes affected by . 
CIAC and. AIC. 'rhis has been reflected in the, SUmmary of Earnings 
previously discussed. 
Leyelized Rates 

Based upon our adopted SUlnmary of Earnings, we could 
order a red.uction in rates in 1985 of $228,500 orS.7%, and 
authorize rate increases of $98,000 or 2.5% in both 1989 and 1990. 
However, we can insure that scwe has the opportunity to earn the 
revenues found necessary for the three-year period by ordering a 
constant, levelized reduction in revenues of $136,300 or 3.3% for 
this period. This will result in better administrative efficiency 
and economy tor scwe and the Commission. This levelized constant 

, . 
rate reduction will be adopted. Average customer bills will be 
reduced by ~pproximately 3.6% under this plan. 

In accordance with 'Public Utilities Code Seetion 3·11,. as 
-amended by Assembly Sill 3.383, 'the ALJ's proposed decision was 
mailed to appearances on December 14, 1987. Comments were received 
from the statf, recommending only minor modifications, which have 
been incorporated herein. 
PinsIings of laet 

1. SCWC's rates in this district were last adjusted 
January 1, 1987 by advice letter tiling authorized pursuant to 
0.85-05-049. 

Z. The amounts of operating revenues, operating expenses, 
and rate base, and each element thereof shown in our adopted 
Results of operations represent a l:air and reasonable determination 
of SCWC's revenue requirements tor 1988, '1989, and 1990. 

3. Adoption ot an ROE ot lZ.S% tor the Big Bear district tor 
1988, 1989, and 1990 is reasonable, subject to amenament by 

Commission order in the event that a different ROE is adopted in a 
rate proceeding" tor other Clistrietsof ,SCWC. In that case, the ROE 
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for Big Bear, like the Arden-Cordova district, may be amended to­

confont with the newly.-adopted ROE.. 'rhe capital ratios set forth 
in this decision are rea~onable and should be adopted for 198~, 
1989, and 1990 .. 

, ' 

4 .. The cost requested by SCWC for ,fencing the Apache Well -
$4,300 - is reasonable .. 

S.. It would be inappropriate to qrant the requ.est of the 
Citizens Committee for I~proved Water and Electric Service tor 
deferral of action on this application. 

6.. The items requested by SCWC for its general office rate 
~ase - renovation, mainframe computer, and customer information 
system - and the cost for the Yo~te Reservoir and associated 
10-inch main should not be allowed in rate ~ase until actually 
completed, installed, and in operation. 

7. The amounts recommended by the staff tor payroll, 
mat,erials ancl supplies,. purehasecl services, injuries and damages, 
employee pensions, and taxes, other than income, are reasonable, 
and should be adopted,' rather than the amounts recommended for 
these categories by SCWC. 

8. 'rhe lower rates for water service to Golamine are for 
snow-making, rather than domestic use. 

9. Water levels in the Lassen tanks of 11 feet during non­
peak perioCls, and 15 during peak periods, will. allow scwc to 
provide adequate service to the customers in the Moonridge area. 

10. 'rhe staff-recommended rate design is reasonable and 
should be adopted, subject to our adopted levelized rate reduction 
for the tt.-ee-year period. 

11. The decreases in 1988· in rates and charges required 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. 
ConclusioDs or Lay 

1. A constant reduction in revenues of $136-,300 or 3 .. 3% 
during 1988, 1989, and 1990 is reasonable based upon our adopted 
results of oper~tions for SCWC's Big Bear Oistr~ct. 
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z. SCWC shOllld be required to tile the rates' set forth in 
Appendix A. 

3. The etfective date of this order should be today, since 
reductions are being ordered in 1988. 

4.. SCWC should be authorized to. make an advice letter 
filings to cover the cost ot the items discussed under Rate, Base -
Generalottice~ when they are completed and in operation. 

S. SCWC should also be authorized to make an advice letter 
fili~q tor the cost ot the Yosemite Reservoir and the lO-inch main 
assoei~tedwith ~ts construction, when the projects are completed 
and in operation. 

6.. The motion of the citizens committee for Improved Water 
and Electric Service tor de terral of action on this application 
should be denied. 

7. The lower rates applicable to, Goldmine :may be considered 
interruptible, in light of Water Code Sections. 350 and 3S3. 

8.. Gold:mine should be allowed to have water from the Lassen 
tanks,prOVided water levels in the tanks. are no· lower than 11 feet 
during non-peak periods, and 15 feet during peak periods. 

9RDE'R 

rr IS ORDERED that: 
1. Southern california Water Company (SCWC) shall file for . 

its Big Bear District, effective S days after today, the reduced 
rate schedules in Appendix A. The filing shall comply with General 
Order 96-A. The revised schedules' shall apply only to· 'service 
rendered on and after their eftective date. 

2. SCWC is authorized'to make an advice letter filing to 
cover the cost of general office renovation, mainframe computer, 
and customer information system, and for the Yosemite Reservoir and 
associated lO-inch main, when completed and in operation • 
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3. The motion by the Citizens Committee tor Improved Water 
and Electric Service tor deferral ot action on this application is 
denied. 

4. SCWC shall allow Goldmine to draw water from the Lassen 
tanks so long as water levels are maintained at no less than 11 
teet during non-peak periods, an~ 15 teet durinq peak periods. 

s. ~he statf shall monitor conditions in the Big Bear 
Distriet, and report thereon to, the Commission within 90 days after 
the effective date cf -this order, with a recommendation on the 
questio~ whether a service connection moratorium is necessary. 

6. On or atter November lS, 1988, SCWC shall file a 
proportionate lesser or greater increase or reduction, 'which 
includes a uniform cents per 100 cUbic feet ot water adjustment 
trom Appendix A in the event that the Big Bear District rate ot 
return ditfers from ,the rate ot return found reasonable by the 

.commission for other districts ot scwc. ~he tiling shall comply 
with General Order 96-A. Rates shall be effective January 1, 1989.· 
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7. On or after November l5, 1989, SCWC shall file a 
proportionate lesser or greater increase or reduction, which 
includes ~ uniform cents per 100 cubic feet of water adjustment 

, 
from Appendix A in the event that the Bi9' Bear District rate of 
return differs from the rate of return found reasonable by the 
Commission for other districts of SCWC. The filing shall comply 
with General Order 96-A. Rates shall be effective January 1, 1990. 

This order is effective today. 
Dated January 13, 1988" at San, Francisco,., california.. 

DONALD VIAL 
FREDERICK It. OO'DA 
G. MITCHELL, WILK 
JOHN' B. OHANUN 

commissioners 

Commissioner Stanley W. HUlett, 
beinq necessarily absent, did 
not participate • 

" 
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Southern-California Water C~. 
B1q Bear Distriet 

SCHEOULE NO. BS-l 

GENERAL ME'rEREO SERVICE 

Applicability 
--- ... _-----.. --

Applicable to all metered water service. 

Territory 

Within the established Big Bear District. 

Rates. 

• 

• 

service Charge: 

For SIS x 3/4-;-inch. meter ••••••• ~ •••••••••••• 
For 3/4-inch meter ...... ~ ........ : ..... : ........ 
For ;I.-inch meter ........... WI· ...... eo •• ' ....... 

For 1 liZ-inch. meter •••••••••••••••••••• 
For 2-inch meter •••••••• __ •••••••••• 
For 3-inch meter •••••••.••••••••.••• 
For 4-inch ,meter ............ " ........ ... III' ..... 

For 6-inch. meter._ •••••• _ •. ~._ •• _ ••• 
For S-inch. meter .................. ' . ............. 

Quantity Rates:. 
First 15,000 cu.ft., per 100 cu.ft •••••••••• 
Over 15,000 cu.ft., per 100 cu.ft •••••••••• 

$ 

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

l7.00 (R) 
22.90 : 
38.90 · · 51.00 . : 
68.00 : 

119.00 : 
161.00 · · 2'71.00 : 
3a9.00 (R) 

1.321 (R) 
.9SS (R) 

The Service Charqe 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 to the reimbursement tee set 
forth on schedule No,. OF. 
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Applicability 
--------~-----

APPENDIX A 
Page 2 

Southern-California Water Co. 
Biq Bear District 

SCHEDULE NO. BBF-2 
Fawnskin ,Tariff Area 

Applicable to all flat water service. 

Territory 
-----..--~ .... 

Co:mmuni ty of Fawnskin, San Bernardino County. 

Rates e----· 
1. For each single unit of occupancy •••• 

Z: For each additional unit of occupancy 
on s,ame pre1D.ises and. served from Salne 
service connection ••••••••••••••••••• 

Pe::: service 
Connection 
Per. Month ....... ~---.. --

$ 18.30 (R) 

13.50 (R) 

* All rates· are subject to the reimbursement tee set 
torth on sched.ule No. 'OF. 

(End ~t Appendix A) 
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Southern California Water Company 
Big Bear Distriet 

Adopted Quantities 

P'ORCHASED POw.E:R 

Supplier: Bear Valley 7/87 
SoCal Edison 'l/S7 

Wells: 
Total Production (KCcf) 
Kwh. ''Per CCF 
Total Kwh. (1000) 

Bear Valley Kwh (1000) 
Bear Valley Unit Cost $/Kwh 
Total Bear Valley Well Cost 

SOCal Edison Kwh· (1000) 
SoCal Edison Unit Cost $/RWh 
Total SOCal Edison Well cost 

Energy Cost 

Estors: '.' 
otal Product~on (KCcf) 

h. per CCF 
Total Kwh (1000) 

Bear Valley Kwh. (1000) 
Bear Valley Unit C¢st $/I<'wh 
Total ~ear Valley Booster 

SoCal Edison Kwh (1000) 
SoCal Edison Unit Cost $/I<'wh 

. Total SOCal Edison Booster 
Total Boosters Cost 

TOTAL Purchased Power 

PURCHASED" WATER 

Crestline Lake Arrowhead 7/S7 

Total Purchased Water (KCCt) 
Total PUrchased Water (AF) 

·Unit Cost $/AF 

TOTAL PUrchased Water 

TOTAL Chemical Cost 

• 

1988 

971.3 
2.105-

2044.6-
2036.4, 

0.10309' 
$209,931 

8.2 
0.10959 

$896 
$2l0,833 

l224.4 
0.244 
298.2 
297.0 

0.10309 
$3-0',621 

1.2 
0.10959 

$131 
$30,752' 

$241,508S. 

... 

2'5 •. 2 
5-7.9 

$525.00 

$30,372 

$3,300 

1007.3 
2.105 

2120.4 
2'111.9 

0.10506 
$221,878 

S.S 
0.108SS 

$921 
$222,199 

1260.4 
0.244 

. 307.0 
305.8 

0.l0506 
$32,124 

1.2 
O.l08SS 

$133-
$3Z,2S7 

$255',056· 

25.Z 
57.9 

$525.00 

$30,372 

$3,300 
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Southern california Water Company 
Big' Bear District' 

Adopted,Quantities 

Number of Services by Meter Size 
--------------------------------
Schedule 22-1 

.' 

5/8: X 3/4 
3/4 

1 
1 l/Z 

2 
3 
4 
6-
S. 

TOTAL 

o - lSO CCF 
> l50 CCF 
TOTAL CCF 

No-. of Services 

commercial Met. 
Industrial 
Public Auth. 
Other 

1988 

12,3l9 
2 

21 

1939 

l2,779 
2 

21 

1988 

l2,078 
2'9 
9& 
45-
84 

6-
4 
o 
o 

12,342 

762,588 
. l40, 712 

903,300, 

Usage 
19S$. 

S13.1 
47.7 
42.S 

(!Ccct>. 
1989 

843.5 
47.,7 
42.5-

---------------------------------
-Total Metered: 

Flat Rate 
Private Fire Prot. 

Total 

Water Loss: 17.6% 
Oper. Usage 

Total. Wator Produced 

• 

l2,342 12,802 
275 225 

21 21 

903.3 933.7 
18.2 14.9 

-----------~--~~-----------------12,638. 13,0<08. 921.5 948..6 

214~2 223.1 
SS.7 sa.7 

1224 ~4 1260.4. 

1989 

l2',528 
29 

lOl 
48 
8.6 

6 
4 
o 
o 

12,.802 

790',.568-
l43,.132 
933,700 

AVg'.Usage 
1988 

66:0 

CCf/Yr 
198-9 

66.0 
2"38.40.0 2'3840.0 

2025.8. 2'025.8. 

66.0 66.0 
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• Biq Bear District 

. 'O'tility Plant, Depreciation Reserve, and Rate Base 

1988 . 1989 ---_-. .. _- ....... _-----
(Thousands o,t Dollars) 

'O"I'ILI'I'Y PLAN'! 
Plant BOY $ 13,615.8: $ 20,115.8. 

'O'til.Add. 457.4' 437 .. 1 
'rooD. Mains 725 .. 5 75~.S 

Co. Plant Add.SUbtotal 1,183..9 1,,190.6-
Advances 330.0 297.7 
Contril:>utions 59 .. 4 61 .. 4 

Total Add.itions 1,573-.3 1,549'.7 

Retirement 73.3- 72'.0 
Plant EOY 20,115 .. 8' 21,593 .. 5-

Wgt .. Plant @ 33.6% 504 .. 0 496.5 
wqt. Avq. Plant 19,11.9 .. a 20,612'.3-

• DEPRECXAXION RESERVE 
Reserve BOY 2,773.3 3,091.,2 

CQntrib. 2l.0 29.3 
Oepr' Exp. (2 .. 14%) 345.6- 370.4 
Clear .. Chq. 23.6, 23.6 

Total Accrual 391 .. 2 423.~ 

RetirelDent 73.3 72.0 
Reserve EOY 3,091.2 3,442-.4 

Wgt .Accr.. Add.. SO lS8.9 175.6 
Avq Oep~.Res.wtq. 2,932.2 3,266.8 

RA'l'E BASE 
'O'tility Plant 19,119.8 20,612.3 
Material & SUp. 131 .. 9 131.9 
Work. cash Allow .. 141.4 141.4 

Depree.Reserve -2,932.2 -3,266w8 
Advances For Constr. -3,177.8- -3,377.9 
Contributions-in-Aid -608 .. 1 -643.4 
Gen.O'ftice Alloc. 12'0.4 139 .. S 
'O'namort.Oeter.'I'axes -1,197.7 -l,414.8 .' 'O'namort .. I'l'C -48-9.1 -477 .• 4 
Capit.Items 27.2 2'7.4 
CIAC FTC 114.6 1a1.2 

Ave; RA'tt, RASE ll,250.4 l2,053.4 
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Total Revenues 

Purch. Power 
Purch. Water 
Purch. Chem 
Payroll 
OM Other 
AG Other 
Pension 
Inj.Damage 
Gen.Office Allee. 

• PaYroll Tax 
Ad Valorem Taxes 
Une .00372 
Loe.Franch •• 01S23 

subtotal 
Interest 
Total Deductions 

State Tax Depree .. 
State Tax 9.3 

Fed Tax Depree. 
Fed Tax 34% 
Total Federal Taxes 

Net/Gross 

• 

'. 
APPENDIX C 

Page 4 

Big Bear Oistriet 

Income ~ax calculations 

~9SS: 1989 
---~ ... ---

(Thousands o,f Dollars) 

$ 3,757.7 $ 3,979.1 

24l.6- 255.C 
30.4 30.4 
3.3 3.3 

457.4 4$.1.6-
43$.7 440.2 

35.7, 3&.9 
64~0 67.4 
77.6- 81.7 

134.3 140.5-
33'.7 3S~4 
74.3 80.S 
14.0 14.8 
57.0' 60.4 

1,659 .. 0 1,728..1 
504.6- 539 .. Q. 

2,163.7 2,267.7 

273.7 353.1 
'126.8: 130.4 

347.8 3'58-.4 
380 .. 6- 4l5 .. 7 
380.6 415.7 

1 .. 7027,00 

(End of APPENDIX.C) 
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APPENDIX 0 
Biq Bear District 

Comparison of typical bills for commercial metered. 
customers of various usaqe level and avera~e usaqe level at 
present and authorized. rates. ' 

General Metered Service (S/S x 3/4) Inch Meters 

. Monthly Usaqe: At Present . :At Authorized. . Percent . 
: (CUDic Feet): Rates . Rates : ,Increase . : 

: 
~-~--~~--~------~~--~--------~-------~~--~-~-~-~-------------

300 $ 21.6-9 $ 20.96- -3.4 % 

500 23.78 22.94 -3.5 

5S0 (Avq.) 24.30 23.43 -3.6-

1,000 29.00 27.88 -3.9 

'2,000 39.44 37.76- -4 .. 3-

,3; 000 49.88 47.64 -4.5 

5,000 70.76- 67.40 -4.1 

10,0'00 122.-96 11&.80 -5.0 

20,000 227.36- 2'15.60 -5.2' 

(End of Appendix 0) 
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/,/ 

(Exhibit 41), while the staff recommends a range of 11.50% to ~ 
/ 12.00%. / 

,I 
In our decision tOday on A.87-04-065, involving .. /Scwc's 

Arden-Cordova District, we adopted a constant ROE for th(;" four 
4-

districts heard on this common record of 12.5%. t~ 
..... 

." .•.. 

Authorization of a constant ROE of 12.S~during the 
period 1988-l990 will provide SCWc opportunity t~earn a reasonable 
rate of return in this district and will give ate consideration to 
the following! ;I 

1. SCWC is a regulated. public U'bUity engaged. 
in a business which affects,the public 
interest and must provide ervice at 
reasonable rates. 

2. Fair and reasonable ra es must balance the 
interests of investor' and ratepayers. 

. . l 3. Cap~tal requ1remen.t$ • .,. 
4. sewe's capital s~cture, capital costs, 

and financial h~tory • 

5. The reCent in~ase in the prime lending 
rate. / 

6. Our recent~ction in authorizing an ROE of 
12.0% to a/large water utility with a 
common e~ity of 80%, compared with scwC's 
riskier ratio of Sl%~ 

considerat~n was also given to-the following recent 
Commission actions doncerning ROE involving large California water 

I 
utilities (from D. 7-09-071 in A.:S6-11-021.) 

- 4 -
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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 1985 and 1989, and tor attritio~ 
year 1990: ./ 

~ompswent 

Long-Term Debt 
Preferred Stock 
Common Equity 

Total 

Long-Term Debt 
Preferred Stock 
Common Equity 

Total 

Capital 
Ratios 

47.0% 
2'.0 

51. Q. 
100.0% 

47 .. 0% 
2.0 

5l,O 
100.Ot 

Long-Term Debt 47~at 
Preferred Stock 2/0 
Conunon Equity ~ 

Total 1,0 0 .,0 % 

_,r/ 
/~ 

" 
Cos.t 

.ractor§: /"' 
/ 

9. 75% ~~/ 
4.47 " 
1~ .. 50/ 

9.78% 
4.46-

12 .. 50 

9.82% 
4.45-

12.5,0 

4.59% 
.09 

6.38 
11 .. 06% 

4 .. 60% 
.. 09 

6.38 
11.07% 

4 .. 6-2% 
.. 09' 

6.38 
11 .. 09% 

Rate BAse - General Office ;I 
, In our decision /tfoday on A.8'7-04-066 involving the 

company's Arden-Cordova District, there is a full discussion of our 
denial at this ti~e of;fcwc's request to, include in rate base the 
costs relating to general office renovation, mainframe computer, 
and a customer info~ation system,. Those i~ems may be handled in 
an ~dvice letter offset request by scwc When they are completed and 
in operation.. / 

The c~pany initially requested an increase in rates of 
I 

approXimately;: .. sot, whereas the staff recommended a decrease in 
rates in 1988 of 9 .. 65t, and an increase in 1989 of 2 .. 32t. 
Differences/are attributable primarily to estimates for payroll 

jl 
,/ 

• ./ 
i 

,I 

/ - 6 -
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//" 
Ill. 

,! 

the cost. We will not impose the caps; however, we wfll place 
scwc on notice that we expect its estimates to rep:e~ent sincere 
appraisals of the actual expected costs tor these!projects, and 

I' 

that work papers submitted with the advice letter ~ilin9s must 
fully support whatever final costs are incurr.id. 

,~ 

l' ~ache Well ~~. 

scwc requests $4,300 in rate b~se ~or fencing in the 
.t 

Apache well. The well, contaminated b~/9asoline in 1980, has not 
produced water for over six years. T~e company purchases Wal~ost a 
hundred percent" of the water in thEf~Rimforest system, where this 
well is located from the Crestline,~krowhead Water Agency. Staff 
believes the well is a good cand,fd.'ate for retirement. 

scwe has retained thelwell in the hope that, through 
" continued ground water percol~~ion, the gasoline concentrations 

will eventually be eliminated so that the well can once again be 
'/ 

used. In the interim,. sCW~" uses the site for storage. SCWc ,e 
witness Thompson testifi~d' that the area is sUbject t~ some 

• 
trespassing, and occasi~nallY used as a trash dumping area. In the 
circumstances, since i~ is unrefuted that the company uses the area 

1 
for storage, it is. reasonable to allow the amount estimated for 
fencing in rate base~' 

.~ 

David Pontell, a resident of Big Bear and a customer of 
.. { 

sewe, testified that two or three ti~es every year since 1973 a 
) 

• 

leak has occurred·;' in front of a building Pontell owns on Big Bear 
'. 

Boulevard. He stated that recen.tly hundreds of gallons had leaked 
there ~rom a Fr,iday, when the leak was reported, to the following 
Monday. Pontell urged that the staff's recommendation for this 
district reg~ding rate reduction be adopted: but qualified that 
recommendati~n by moving that no, action be taken relative to 
rates - increases or decreases - until after the results of the 

t 
eminent domain proceeding, commencing in October, are known. 

,pontell is spokesman tor a group- callea The Citizens . 
Conunittee' ~or Improved Water ana Electric Service, consisting of 

- 12 -
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approximately 700 people. Whi14~ this is a significant nUlnber of 
customers, there are over 11,000 customers in this district. Since 
we ar~ requirin9 reductions in rates for 1988 and since the e:m{~ent 
domain action is problematic at this point,. we do not deem./" , 
pontell's request for deferral sufficient reason for ~dinq our 
decision on this application. The motion will be d~ed. 

Ro):)ert Pratte is President of Comstock Construction 
company. He has been a customer in the distri~or 30 years. He 
believes that if SCWC were to eliminate needl~ waste and 
inefficiency there would be no need for a r~e increase. 

Pratte testified concerninq the,P'~quest for master 
meterinq of a condominium project on Go}dmine property at no cost 
to the utility, and the refusal by ScwC because of concerns over 
possible tax consequences if the Pl~ were deemed a scheme to evade 
taxes. The proposal is described-t'n a letter (Exhibit 32) from 
Roscoe Anthony, SCWC's Senior Vi~ President,. to' Joe Shuff,. 
President and Chief Executi;tvficer of Goldmine. In Anthony"s 

• 
letter he states that master eters are beinq discouraged 
throughout California due t the loss of control of conservation. 
Pratte also testified req~in9' the possible donation by him of a 
plot of land as a site f a tank. Anthony, however, testified 
that the proposed trans ction actually involved an exehanqe,. rather 
than a donation of la He also iterated his poSition in the 
Exhibit 32 letter th master metering is a bad policy because' it 
does not encoura9'e conservation. In SUln, Anthony refuted Pratte"s 
testimony. Pratte's testimony was allowed by the ALJ over SCWC's 
objection Only;t. sofar as it miqht tend to demonstrate that the 
utility was not inq operated efficiently. If a private dispute 
exists between Pratte and SCWC~ that dispute may be resolved in an 
appropriate rum,. but not as a part of this proceedinq • 

• - 13 -
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~. 

• 

• 

In accordance with that decision, SCWC informed/the staff 
/' 

on October 28, 1987, that it was choosing Method S, as desi<;nated 
. " in that decision, as its method of handling the taxe~/affected by 

Jf 
CIAe and AlC. This has been reflected in the $11mmary of Earnings 

/ previously discussed. 
Leyelizesl RAtejt / 

./ 
Based upon our adopted Summary of Earnings, we could 

orde~ a reduction in rates in 1988. of s.7t~~nd authorize rate 
increases of 2.5% in bOth 1989 and 1990. ,l'However, we can insure, 
that sewc has the opportunity to earn tb1e revenues found necessary 
for the three-year period ~y orderinqj~ constant, levelized ' 
reduction in revenues of 3.3% for w,{s perioCl. This will result in 
better administrative efficiency a~ economy for SCWC and the 
Commission. ~his 1evelized const'nt rate reduction will ~e 
adopted. Average customer billl'Will be reduced by approximately 
3.6% under this plan. / 
Findings of Foct , 

1. sewe's rates in this district were last adjusted 
~ 

January 1, 1987 ~y advic~etter fi1inq authorized pursuant to 
D.85-05-049. I 

2. The ~ounts of operating revenues, 'operating expenses, 
and rate base, and eac~ element thereof shown in our adopted 
Results of operation/represent a fair and reasonAble determination 

J 
of sewc's revenue requirements for 1988, 1989, and 1990. 

3. AdOPtion/Of a constant ROE of 12.5% for this district 
during 1988, 1981 and 1990 is reasonable. The capital ratios set 
forth in this d~eision are reasonable and should be adopted for 
1988, 1989, and/1990. 

4. The iost requested by SCWC for fencing the Apache Well -
$4,300 - is reasonable. 

s. It/WOUld be inappropr~ate to grant the request of the 
Citizens committee for Improved water and Electrie Service for 

I 
deferral of action on this application. 

I 
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6. The items requested by scwe tor its general otfice rate 
base - renovation, mainframe computer, and customer intormation 
system - and the cost for the Yosemite Reservoir and associated 
10-inch main should not be allowed in rate ba~e until act~allY 
completed, installed, and in operation. /,/' 

7. The aInounts r,ecol'!\lnended :by the staff for ,payroll, 
materials and supplies, purchased services,. inju:r{es and damages, 
employee pensions, and taxes, other than income-/' are reasonable, 

. A" 

and should be adopted, rather than the amounts recommended tor 
4( /, these categories by SCWC. 

J, 

8. The lower rates tor water service to Goldmine are for 
snow-making, rather than domestic use./I 

9. Water levels in the Lassen~~ankS of 11 teet durinq non­
peak periods, and 15 durinq peak per10ds, will allow scwc to 
provide adequate service to the cu;tomers in the Moonridqe area. 

10. The statt-recommended/late desiqn is reasonable and 
should be adopted, subject to oUr adopted levelized rate reduction 

• 
tor the three-yea.r period. ,I' 

11. The decreases in i988 in rates and charges required by 
, ( 

this decision are justified and are reasonable; present rates and 
charges, insofar as theY~itter from those prescribed by this 
decision, are tor theLt~ture unjust and unreasonable. 
ConclUSions 9: kX ' 

1. A constant reduction revenue of 3.3% during 1988, 1989, 
and 1990 is reasonab~e based upon our adopted results of operations 
tor scwe~s Big Be~ District. 

J ... • 2. scwe should be requ1red to f1le the rates set forth 1n 
I 

Appendix A. ! 
'3. The effective date ot this order should be today, since 

t 
reductions ar6'beinq ordered in 1988. 

4. sc:lc should be authorized. to make'an advice letter 
filings to dover the cost of the items discussed under Rate Base -

( i 

•
General~tlce, when they are complete4,an4 n operation. 
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5. SCWC should also be authorized to make an advice letter 
filing tor the cost of the Yosemite Reservoir and the lO-inch main 
associated with its construction, when the projects are compr~ted 
and in operation. l/ 

6. 'l'he motion 
and Electric Service 
should be denied. 

,./ 
of the Citizens committee tor Improved water 

• ",JII 

tor deferral ot action on this~a~plication 
/' 

./ , 
7. The lower rates applicable to Goldmin~may De considered 

interruptible, in liCJht of Water Coc1e Sectiongtt':3S0 and 353. 

8. Coldmine should be allowed to havel~ater trom the Lassen 
, ~ ... 

tanks provided water levels in the tanks are no lower than 11 feet 
.(.. 

during non-peak periods, and lS teet during peak periods. 

o B Po "" I~ 

IT IS ORDERED that: /' 
1. Southern california wa~er Company (SCWC) shall file for 

its Big Bear District, effective 5 days after today, the reduced 
rate schedules in Appendix ~( The tiling shall comply with General 
Order 96-A. The revised sChedules shall apply only to service 

·f 

rendered on and after the1r effective date. 
2. SCWC is autho/ized to make an advice letter filing to 

cover the cost of CJenefal office renovation, mainframe computer, 
t 

and customer informa~ion system, and tor the Yosemite Reservoir and 
III 

associated 10-inch~main, when eompleted and in operation. 
. 3. The mot~n by the Citizens Committee tor Improved Water 

and Electric service tor deferral of action on this application is 
Ii 

denied. J 
4. scwq/shall allow Goldmine to draw water from the Lassen ... 

tanks so lon~as water levels are maintained at no less than ,11 
feet during ft0n-peak periods, and 15 feet during peak periods~ 

I' 
• .I 

t 

,/ 
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5. The staff shall monitor conditions in the Big Bear 
/ District, and report thereon to the Commission within ~o days after 

the effective 'date of this order, with a recommendat,.±cfn on the 
question whether a service connection moratorium ~necessary. 

This order is effective today_ ~ 
Dated , at San Francisco, california • 

/ 
i 

/ 
/ 1', 

/ 

/ 

/ 
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