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OE"ANXON 

Surnrna;:y: 
This decision grants Santa Paula Water Works a rate 

:Lncrease of $4.SS.,000 or 27.7\ for 1989, and an additional $5,2,000 
or 2.3~ for 1990. The average domestic customer will experience a 
monthly increase from the current $19.10 monthly bill to, $24.52. 
There will be an additional $0.1$ :Lncrease in 1990. We hAve 

rejected the City's proposal to disallow all central office 
expenses, which was based on the theory that the work done there is 
unnecess~. We have, however, adopted a Staff-proposed 
disallowance to bring Santa Paula"s payroll labor costs into line 
with other comparable utilities.. We have 801 so- adopted.- Staff 

disallowances for: 
o The cost of a computer; 

0' Income tax interest deduction; 

~ Working cash - replenishment, purchased 
power and goods And. services. 

The adopted. rate of return ,on equity is 13\; this equates to 
10.18\ on all investment, less 'than the amoun~ recently allowed for I 
Park Water Company (Park) (applicant"s parent) and. Another . 
subsidiary. 

Applicant Santa Paula Water Works, Ltd., provid.es water 
service to about &,500 customers in the City of Santa Paula and 
vicinity 'in Ventura County. Park's operat.ing divisions and' 
subsidiaries provide utility service in several other locations in 
California. It als~ has a water utility o~rat:Lon in Montana. 
Park furnishes engineering, financial, data processing" and other 
management services tG applicant. 1 . Park's purchase of 

1 Applicant alSG shares facilities and expenses with two· mutual 
water companies •. 
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applicant's conunon and. preferred. stock was authorized: ion 1980 by 
Decision (D.) 90217. 

Utility operations to serve santa Paula began in 1871, 
when a reservoir and main system were placed. in service to 
distribute water from Santa Paula Creek. In 1891, applicant 
purchased the water rights in the creek and the system. Creek 
water,was relied on for domestic water service until 1971, when 
public concerns about cleAn water led applicant to drill wells. 
Wells are now used for all domestic service and some irrigation;:. 
creek water is used only for irrigation. 

Applicant's existing rates were established by 
D.84-11-115 in Application (A.) 83-12-50; those now in effect are' 
the last step increase authorized by that decision.. the decision 
authorized a rate of return on equity of 14.75,\ with overall return 
on rate Nse of 10.3,4\. Park's rate of return was last set by 

0.87-09-071 in A.8.5-01-011 and -012 (referred to below as the 
Cent:al Basin Division/Uehling matter; Uehling Water Co'. at that 
time was another wholly owned subsidi~). 

This application sought a series of three annual rate 
increases. For test 198:8: the increase was $445,900 or 26,.'%;: for 
test year 1989 and attrition year 1990, the increase was $201,900 
(8.7%) anci$14S,,740 (5.3-%), respectively. These increases would 
produce returns on equity of 13% and overall retu:ns 0,£ 10.03.% ·for 
1988 and 10.2"0% for 1989 • 

• The staff held an informal public meetinq in Santa Paula 
on the evening of November 19, 19a7. Representatives of Staff, 
utility, and the City Manager and six members of the public 
attended. One customer Asked why the proposed increase was so 
large when the original mains and plant were depreciated lon; ago. 
The utility noted' that outdated. plant must be replaced, and 

. upgxacled. to meet c:ur.rent operating and fire flow standards.. An 

1xrigation customer protested' an increase in irrigation rates. The 
customer complained that the new rate would compel all irriqat10n 

.'.,., 
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customers to pay for pumping costs even though two of the customers 
relied exclusively on their own. pumps. (See discussion below .. ) 

Hearing was held in Santa Paula on. January 26,. 1988 and: 
on January 27 and 28 in Los Angeles before Aaministrative Law Judge 
(ALJ') Gilman... During the Santa Paula hearing, the company o-ffered 
evidence (Exhibit A) that the filing of the application, the 
customer meeting, and the hearing had been noticed according to- the 
Rules of Practice and Procedure. Notices were given by mailing to 
local cities, by publication and by bill insert.. Ind.ivid.uals also 
testified on behalf of each of the ir:r::iqation customers which 
receive no pumped ir:r::iqation water. (See discussion below.) 
Another customer made a statement in opposition to the domestic 
increase. He maintains a large garden, USing domestic water 
received through two meters.. He contends that the increase would 
increase his bill from $lSO per month to, $200 per month. 

The mayor testified on behalf of the City of Santa Paula 
that santa Paula's economy is based on agriculture.. Consequently, 
much employment is seasonal and at low wages.. He urged that rates 
be set at the lowest poss~le level, with a no-frills approach. to· 
all expenditures.. He noted that an individual who- was paying $5,.00 

for water in 1980 would pay $8.11 today. With the proposed 
increase, the same consumption would cost $11.84. He stated that 
the city-owned sewer system had only needed a 42.5% increase in· the 
same time frame, even though required to- make substantial capital 
improvem~nts. Be also, referred to a nearby city-owned water 
system; its rates, while comparable to applicant's at today~s 
levels, would be much lower if the proposed increases are 
authorized. He argued that the local operation employs enough 
people to take care of all. aspects of operation and. recommend.ed 
that all main office expenses be a1sallowed. 

A, final day of hearing was held in San Francisco- on 
l'el:>ruaxy l7. The matter was taken under submission with the filing 
of briefs. and the jo-int comparison exhibit on Karch 28. 
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The following items, originally at issue, were resolved. 
by stipulation during the course of hearing: 

0- Numbers-ef CUstomers 

'0 water' Consumption 

o Present Rate Revenues 

0. Escalation Factor~ 

0. Medical Insurance Premiums 

0. Main Office Allocated. Expenses 

0, 1987 Company Funded, Advanced, and 
Contributed Plant Additions and Retirements 
for Santa PAula 

0. Main Office Depreciation Expenses 

0. Total Life for CAlculation of Depreciation 
Rate for Souree ef Supply Reservoirs 

0. 'rotal Life for Calculation of Depreciation' 
fer 'r & D ReservOirs 

0- 're.tal Life for Calculation of Depreciation 
Rate for Power Operated Equipment 

0. Werking Cash - Revenue Lag Day 

o Werking cash - Materials from Stores Lag 
Day 

0. Working Cash - ~.11 .. C.. Surcharge Lag Day 

0. Wo.rking cash - Operational Cash Requirement 
- Mutual Water Companies 

During the course of the proceeding, both Staff and applieant 
revised their estimates of the total inerease required for 198.8. 
The amounts- in the o.riqinal applieation had assumed a large refund,. 
$95,000, would l:>e made to. bUAnce a. production eost. :balancing 
account. As 'of submiss.i.on the evercolleetio.n had been reduced to, 
$65.,200,. making it necessary to., meet revenue req\lirementa with 
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higher rate~. Since the notices did. not discuss the offsetting 
effect of the over-collection, it was not necess4l:y to give 
ad.d.itional notice.2 

The text an~ tables which follow analy%e the d.isputes 
between St",ff 
stipulation a 

gross revenue 
formulas: 

AnQ applicant which have not been resolved by 
Inanaly%ing the ~isputes, the impact of any issue on 
can be ca1culate~ accor~ing to the following 

o For differences in operating expenses, 
taxes. other than income and depreciation 
the effeet is roughly equal to the amount 
in issue, once the effect on income taxes 
is incorporated. 

o For rate base differences the effect is 
roughly 20\ of the amount in issue per 
year. 

o O'ifferences in rate of return on rate base 
of .1\ are equivalent to- a $5-,000 
difference in gross revenue • 

0, Each $10,000 increase in gross revenues 
will add roughly 7.S cents to the average 
monthly residential bill. 

The est.i:mates 1n this record. were based on pre-19B'S 
income tax law. As indicated by the last column in T~les I and. 

, ' 

II, the ~ffect of current lower tax rates has been considered ~n 
fixing, the level of rates. The benefits, have been flowed through 
to consumers .. 
TbeALJProp9sed DeciSion 

The proposed decision was issued' October 28, 198.8. 

Applicant and staff filed comments to the ALJ's proposed decision~ 
applicant also, filed' repli~s. to, staff's comments. 

2 Other revisions. are reflected in the late-filed Exhibit 24, the 
jointcompar1aon exhibit. 
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In response tc these comments, we have chanqed the 
allowances for 'Onaccounted.-for-Water and main office rate base. We 

have adopted the results recommended. by the report for meters, rate 
of return, and' income tax depreciation, but with d'ifferent 
explanations. We have alsc issuea this 45 4 final aecision, rather 
than the interim decision recommended by the report. 

In all other respects, we have not adoptea the changes 
recommended. by comments. 

- 7 -
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Oper.. :ReverJlea 
Daterxed :Revenles 

'l'Otal ReverI.1es 

o " X Expanses 
unooUect:U:>les 
SUbtotal. 0 & H 

A '& GExpanses 
F.rzux::bise 
Main ott. Allee. 
SUbtot8l A , G 

Ad valorem 'Taxes 
Payroll 'l'aXBa 
Retund OYe.rooUect:im 
Daprec:dat1on 
ca. ' InClaDa Tax 
Federzll IncaDa Taxes 
~ExpeMes 

Net~ 

Rate Base 

• TABtE II 
SANTA PAOIA W1aEt WJRICS" IIX'O. 

1989 
~ OF :E:1\RNINGS 

($000) 

utility staff 

$1,691.2 

$1,691 .. 2 

830.5 
3.6: 

834 .. 1 

470.0 
0.0 

19~1 
665 .. 1 

47.4 
37.8 
0.0 

177.0 
(9.7) 

'SO,S) 
1,700 .. 9 

(9.7) 

$2,813.9 

(0.34%) 

$2,299 .. 3 

830.5 
4.g: 

835.3 

470.0 
0 .. 0 

195. 1 
665..J. 

47.4 
37.8-
0.0 

177 .. 0 
48. .. 6 
2Ql.~ 

2,012.8: 

286.5-

$2,813 .. 9 

10.18t 

$1,691.2 

$1,691 .. 2-

816 .. 4 
3,6; 

820.0 

460.3-
0.0 

195.1 
655.4 

41.5-
36.7 
0.0 

153 .. 6-
(11.3) 
(56.41 

1,639.5-

51.7 

$2,384",(; 

2.17% 

(Negative) 

$2,299.3 

$2,.299.3 

816 .. 4' 
4.8 

821.2 

460.3 
0 .. 0' 

19~L1 
655.4 

41 .. S 
36 .. 7 
0.0 

lS3.6 
47.0 

195-.9 
1,951 .. 3 

348 .. 0 

$2,384.6. 

14 .. 59% 

$1,691.2' 

$1,691.2 

816.4 
3.6-

820.0 

465 .. 7 
0.0 

195.1 
660.8: 

47~4 

36.7 
0.0 

177' .. 7 
(16_0) 
(7Q.4) 

1,,648: .. 2 

43 .. 0 

$2,796.8 

1 .. 54% 

$2,,18.7.3 

$2,187.3 

816.4 
4.S 

820.9 

465.7 
0.0 

195.1 
660.8: 

47.4 
36-.7 
0.0 

177.7 
31S 

127.5-
1,902'S 

284.8: 

$2,796.8 

10..18% 

SZ,l58.5, 
, 1.Q 

$2,lS9 .. S 

816.4 
4.5-

820.9 

4~7', 
'0 .. 0' 

195.1 
660.3 

.' 

> . 
ex> 
-.J 
I 
0, 
\0,' , 
I 
0-w- " 
\,/\' 

..... 

47~4' ' 
36.;7' 
0 .. 0 

1n~7 
, 29...2, 

93.3" 
1,.866.0 

293.5 ' 

, , 
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In this instance, the increase for 1990 is intended to 
offset operational ,attrition only., Basically an allowance for· 
operational attrition is needed when anticipated increases in 
revenues and productivity are insufficient to offset anticipated 
increases in expenses. We have determined that an increase in 
gross revenues to $2,210,000 or 2.3\ will be sufficient to' o,ffset 
the net increase in expenses in 1990. 

There is n~ need t~ make an allowance for financial 
attrition. 'rhe adopted rate of return is just slightly above that 
needed to be comparable to retu:rn on other investments in 19-89 and 
just slightly below comparability for 1990. 
A. Expenses 

1. Pxpduction Costs 
Purchased Power, Replenishment Charges, 

expense all v~ in relation to water production. 
applicant have revised their estimates to reflect 

and Chemical 
Both Staff and 

stipulated 
customer and consumption estimates as well as the current power and 
replenishment rates. Applicant has reduced its estimate of 
Unaccounted-for-Water from 14.1% to 8:\, the recorded 1987 
percentage.. Staff"8 estimate for unaccounted-for-Water is 7\. 
'rbia issue alone accounts for the following differences in the 
production cost estimates between Staff and applicant: 

- 10 -
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Replenishment 
PUrcha5ed.·Power 
Water Treatment 

Total Experuses 

Replenishment 
Purchased Power 
Water Treatment 

Total Expenses 

Applicant;, 

30.3-
30J..4 

7.8 

341.4 

Applicant 

. 30.7 
306.6 

8.3 

345.6 

l.Ua 
S:toff 

$(000) 

29 .. 9 
300.7 

7.7 

33-S.3 

ill! 
Staff 

30.4 
304.0 

8.2 

342.6 

Ritference 

.4 
2.7' 
--:.l 
3.1 

pifferenee 

.3 
2.6 
-:.l. 

3.0 

adopted 

30.3 
303.4 

7.S 

341.4 

bdopted 

30~7 
306'.6 

S',3 

345.6 

It appears that applicant is willing to absorb the costs associated 
with unaccounted for losses of more than 7% if, allowed enough 
revenue to support its accelerated meter replacement progr~ • 

We have therefore adopted 7% as an appropriate target. 
2.. Insurance 

The only item at ,issue in this category is the estimate 
for Worker's Compensation premiums. This premium is based in part 
on an experience modifier factor (EMF). The utility estimates that 
its EMF in the rate years-will be 1.0. This is the industry 
averag'e, but represents an increase over applicant's prior rating"., 
Its est~te adopts the opinion of its insurance broker. He based 
his estimate on the company's experience of abnormally high claims 
in 1986-; he also noted. that additional claims arose in 19850. Staff 
testifi.es that EMF was at the ind.ustry average in 1986 and projects 
a three-year Averag'e of ~89. 

The applicant's estimate is based on an analysis of the 
company's actual claims history by a person who is- familiar with 
1n.surance ratesw StAff"s wi.tness- did not claim a eompAl:'able 

-'. ""'., - 11 -
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expertise. This is another instance where we need. more th~n ~ b~re' 
opinion. We will adopt the applicant's estimate. 

Another factor in the applicant/Staff difference is their 
dispute over payroll. As explained below we have adopted the Steff 
payroll estimate. This will reduce the amount of worker's 
compensat~on premium claimed by applicant. 

Workers' Compensation CO~~ 

la:Q:Ql:i.~~n:t ~~~ff. ~:i.ff~.:~n~~ A2QI2~~g 
S(OOO) 

198'S . $105.4 $103.3 $2.1 $104;'9 
1989 118.8' 115.6 3.2 118.1 

ill§. .u..ti 

Difference due to EMF $1~6 $2.4 
Difference due to Payroll issues .5· .8 

3. Regulatory Commission Expense 
Appl.ic~nt"5 claim. of $20,000- per yea.r (for a total of 

$60,000) 'is based' on an effort to estimate the charqes of its 
attorney and outside experts for this. cas.e. Its attorney"s fees 
were fixed usinq the actual hourly rate, $,200 per hour.. It also 
used the expected billinqs of the outside consultants who· worked on 
this case. The total thus derived was then arbitrarily written 
down to S60,000, and amortized over three years. This unilateral 
cap on this category of expense was an effort to· anticipate the 
amount the Staff would recommend for disallowance • 

. Staff claimed that no more than $125 per hour should be 
allowed for attorney's fees. It did not challenqe the skill or 
time efficiency of this attorney's efforts. It claimed,. however,. 
that the Commission had never allowed more than $12$ per hour to 
intervenor attorneys and reasoned that utilities should be expected 
to hire their Attorneys. without paying any more. 

Staff also proposed to disallow part of the cost of 
outside requlatory experts. It noted thAt Park at one time had 

- 12 -
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possessed an experienced staff of in-house, salaried experts, which 
was disbanded and then replaced by less. experienced employees a In 
Staff~s judqment, the customers should not be expected to pay any 
more for such expertise than it would have paid for the salaries of 
the experienced employees. 

There are several flaws in the Staff presentation. First 
it should not have applied its disallowances to the "capped" figure 
presented by applicant. Its disallowance and that accomplished by 
the cap overlap" since they are based on the same considerations. 
Deducting the disallowance from the "capped'" figure could produce a 
doubled adjustment, thus giving consumers a windfall. Logically, 
the customers can have either the benefit of the cap or the benefit 
of the f,ull cost less any disallowance supported by evidence, but 
not both. 

Since we have" no means of calculating the amount of 
actual cost above the cap, we cannot determine whether the Staff, 
Qisallowanee has any net effect or how large the effect would be • 
This defect alone would lead us to reject 'CheSt",ff 
adjustment. There are, however, other flaws in the Staff 
presentation. With reqard to, the attorney hourly rate, the Staff 
overlooked ree~nt decisions in which we awarded more than $125 per 
hoU% to intervenors. (Cf., e.g., D.8.7-07-042 in A .. 86-09-030, $150 
per hour enhanced to $l75 when the attorney doubles as an expert; 
D.85-07-0l2 in A.S4-07-027, $150 per hour.) Staff also' failed to 
look be~d the findings in the decision to discover the age of' the 
underlying survey data. 

Regarciing expert witness. costs, Staff's disallowance 
assumed that the experienced staff was disbanded because of an' 
imprudent management decis~on. That was not demonstrated. Company 
management could not be faulted if, for example, a retirement 'were 
involved • 
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We have adopted the applicant's costs of $20,000 per 
year, noting that this figure includes a cap which may be less or 
more than the disallowance proposed by Staff. 

1988 
1989 

Applicant 

$20.0 
20 .. 0 

Staff, 
S{OOO) 

S14.6 
14.6 

pifferencq 

S5.4 
S .. 4 

I>ifference due to attorney fees $2 .. 0 
Difference due t~ Consultant/Xn house $3 .. 4 

4. payroll 

Adopted 

$2'0.0 
20.0 

Applicant'S basic figure was derived from its managers' 
best estimate of labor required during the test period. It 
includes an additional S14,000 per year for labor to implement the 
termination notice provisions of its new Tariff Rule 11 .. 3-

Staff's estimate is based on the amount allowed to 
justify applicant'S current rates, updated to current levels u:sing 
the ad.~ustment methodology adopted in D.84-11-1l5 (supra). Staff 
notes that applicant'S payroll is significantly higher than those 
of other apparently comparable utilities. 

Applicant contends that the $l4,000 increase is needed 
because of economic conditions in Santa Paula. It asserts that 
manyeustomers regularly allow their bills to go unP4id until . 
nearly the last minute before the water is turned off. Most such 
customers. pay on final notice, so the cost is not adequately offset 
by revenue from reconnection fees. 

We are unwilling to SAddle the majority of customers with 
such a large cos.t on behalf of those who regularly abuse the 
utility's forbearance. We think applicant should exercise it$ 

3 This rule, adopted. to comply with Resolution W-339&, imposes 
additional requirements for notices of termination' for non-payment • 
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considerable managerial talent to reduce the number of slow-paying" 
customers, ~fore asking for.a full cost recovery. We have 
rejected the applicant's claim for any extra costs for Rule 11 
1mplementat~on at ~ time. 

Applicant contends that it is much smaller than the other 
companies cited by the Staff and that diseconomies of small scale 
justify its higher payroll costs. We do not believe that this is 
an ad.equate explanation. Consid.ering that ;1. t is part of a mul ti­
district operat;1.on, it should be able to achieve economies of scale 
comparable to other multi-d.istrict companies. Since applicant has 
not adequately explained why its labor costs are higher than other 
companies, we rill adopt the Staff ac1justment. 

Payroll for Test Year 19Sa $(000) 
aPPlicant S~aff pifference 

Operations $ 81.0 
Customer'Accounts 82.0 
Maintenance 124.0 
Admin. & General 18S. Q 

1'otal $472.0 

$ 78.7 
79:.4 

120.2 
179.5-

$457.8. 

$ 2.3 
2.6· 
3.8 
5.5: 

S14.2 

Payroll fo;£ ':test Year 1989 $ ( 000) , 
Applicant Staff ~ifferen;e 

Operatio~ $ 87.0 
CUstomer Accounts 86.0 
Maintenance 132.0 
Admin.,' & General 1 ~7 • 0 

'.rotal . $502.0 

$ 84.1 
83.7 

128.1 
191.2 

$48;7'.1 
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B. Plant w Sexyi.ee 
Both Staff'8 and applicant's estimates have been updated 

to include recorded 1937 additions and retirements. 
The differences between Staff's and applicant'8 figures 

result from.: 
o Staff's recommended disallowance of a 

portion of the cost of two storaqe tanks. 
Staff claims that the method used to coat 
the tanks is experimental and argues that 
the excess cost should not be borne· by the 
ratepayers.. Applicant claims that the 
method is proven and will greatly extend 
both the recoatinq time and. the life of the 
underlying ta.nk. 

o Applicant claims that more recent 
information demonstrates that one of the 
advance-funded projects will require a 
booster pump at a cost of $30,000 (plus 
associated mains) • Staff agrees. 

o In ,Account 345 (Services), Staff'S 
projections were based on a proportion 
between customer growth and add.1tion$. 
Applicant's projections are based on its 
capital bud.qet. 

o In Account 346 (Meters), S·taff used a 
20-year replacement cycle. Applicant 
projected requirements for the test years. 
under its meter replacement program. 

o In Account 348 (Hydrants.), Staff estimates 
of company-funded additions were based on a 
record.ed relationship between customer 
growth and' hydrant placement. It also· 
allowed $5,000 for hydrant replacement. 
Applicant used its own expected 
requirements for the test y~ars. The 
difference in the advance figures in due to 
the different methodology for est.imAting 
advances. 

- 1&-
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o Account 373 (":rl;ansportation Equ.ipment) 
differences. Applicant's estimates are 
based on its projected requirements for the 
test years. Staff used a historical 
figure. 

o There are two issues concerning Account 372 
(Office Furniture) expenditures. First, 
the company had. ~ud9'eted $$,000 for the 
purchase of a PC level personal computer in 
1989 • Staff argued. that with the falling 
prices for such computers, the company 
could purchase a satisfactory computer for 
$2,000. The second involves Staff's claim 
that a camcorder purchased in 1987 for 
$1,500 is unneeded. 

o There is also a dispute involvinq 
retirements. Applicant's. estimate is tied. 
t~ the specific items to be replaced.. 
Staff~s estimate is based on the ratio of 
record.ed retirements and.. record.ed 
additiOns, with the l.atter element supplied 
by Staff's estimate of additions .• . 

The following table $hows the d~fferenees between 
applicant" s and 'Staff ,. s revised estimates for total plant as shown 
in the final comparison exhibit: 
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AppUcant 

End";'of-Year 
1987 Plant $6,633.1 

l.U.a 
Additions 574.6 

Retirements (62.7) 

End-of-Year 
1988 . 7,.245-.0 

lill 
Adclitions 850.1 

Retirements (61.7) 

End-of-Year 
1989 8,033.0 

Staff 
$(000) 

$6.,551.9 

350.9 

(25.2) 

5,877.6 

343.0 

(25.0) 

7,.195-.6 

1. Reservoir Coating Costs 

pifference 

323.7 

(37.5) 

367.4 

507.1 

(36 .• 7) 

837.4 

Applicant'S CAse and Cherry Hill reservoirs were· coated 
in 1985- and 198"6. Staff contended that $34,.115 and $46,997 of the 
coating costs respectively should be disallowed because applicant 
used. a non-solvent polyw:ethane (poly-u) coating rather than the 
more usual and less expensive epoxy or coal tar enamel coatings. 
It is conceded that no- other utility has ever used this material to· 
coat the inside of a water tank • 

. AppliCAnt contends, however, that this material is 
superior to· epoxy or coal tar because of its characteristics as a 
coating material. The company called a recognized expert in the 
field of coating materials wh~ testified that a forty-year li~e for 
such a coating would be a ~er:t conservative estimate. The 
extx'aord.ina:r:y life of the coating is expected to prolong the life 
of the t4Xlk structure. In addition, use of this coating is. 
expected to. reduce the num:ber of tilnes the structure must be 

sandblasted and. reeoated· during its life. 
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In addition to the economic savings achieved by reducing 
the need for a labor-intensive reeoating process, applicant's 
evidence indicated that use of a long-lived coating has 
environmental advantages. The coating industry is, becoming more 
and more aware that sandblasting poses siqnificant environment 
hazards which could endanger the health of nearby residents. It is 
possible to prevent most of the sand and old paint from being 
exhausted into the air. Staff did not consider the very high costs 
of containing the debris from sandblasted epoxy or coal tar 
coatings. 

Applicant's evid.ence shows. that the coal tar coating is 
so noxious that workers applying it ,must use breathing protection. 
Even with a protective coating, their exposed- skin will be severely 
irritated at the end of ,the working day. Staff did not consider 
the advisability of releaSing such solvents into the air. In 
contrast, the poly-ucoating does not release any solvent into the 
atmosphere.4 We find this to be a significant advantage over 
coal tar enamels. 

Staff claims that using the more ~xpensive coating makes 
customers bear the entire risk of failure. It also- claims that" 
since Santa Paula's water is not unusually corrosive, there was no, 
reason not to use conventional coatings.. Staff contends that 
allOwing the company's claims would impose all of the risk of an 
unproven venture, on the ratepayers. It also contends that there­
was a co~lict of, interest;, one of the projects. was performed by a 
subsidiary which specialized.' in the application of such coatings. 
Staff also notes that the company did not qo· through a competitive 
bidding-.process for either'project .. 

4 It is applied" by mixiDg two solids at or just above'the surface 
to be coated. 
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.. 
Applicant's decision to, use an untriea coating WAS not 

imprudent. It had more than enouqh evidence to indicate that poly­
u would lASt almost indefinitely, and would consequently save 
future customers the cost of several recoatings. In such a 
context, the environmental and workplace safety effects were 
frostinq on the cake. 

'rhi$ does not mean that its ratemakinq proposal is beyond 
criticism. As Staff argues, the expected economic benefits will 
not ~ realized by this generation of ratepayers. Yet, the utility 
has asked today's ratepayers to pay much of the extra costs of the 
superior coating. Staff is also correct that there is some chance 
that the coating will. not have the expected long life. Even if the 
risks of early failure are not as significant as Staff claims, the 
decision to use poly-u imposes some risk on customers. As Staff 
claims, we need 'a better way to allocate both benefits anci ris.ks 
between sharoholders and customers. 

On the other hand, the Staff proposal to disallow the 
extra costs is not an appropriate response to the problems. it has 
diaqnosed.. Disallowance does not share riSks;: rather it creates a 
certainty that applicant will never recoup its added investment, no 
matter how well the coating perfo:cns. Nor will disallowance shift 
burdens from today's ratepayers to the generations who·· will benefit 
economically from. the product's long life·. Instead it shifts them 
to· stockholders. 

. A disallowance would send a message to applicant and all 
other utili ties--never innovate, no- matter how great the potential 
benefit to consumers. In our opinion, we should encourage, rather 
th~ d.iscourage, utili ties to- look for ways .to red.uce maintenance 
and extend property lives •. 

Applicant's failure to obtain three bids is excusable; 
Staff did not refute applicant'S testimony that ther& were ~ot 
three coating' contractors competent to· apply poly-u. The use of a 
subsidi~ might justify disallowing the inter-companyprof1t from. 
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the transaction. However, Staff did not investigate to dete%Tlline 
whether there was a profit. 

We have therefore rejected the Staff's proposed 
disallowance, despite the weaknes.ses in the utility position. 

2'~ Eumpinq Equipment 
More recent information indicates that one of the 

projects funded by. advances will require a booster pump. ~h~s 
$30,000 addition to Account 324 was. not included. in applic~t"s 
original estimate. Staff and applicant agree on this point. 

3. Main$ 
The joint exhibit belatedly indicated a need for 

additional mains to support the booster, pump installation. Staff 
and applicant agree. We will allow the additional funds. The 
.Advances~ difference is due to the dispute over methodology in 
handling-advances; since we have rejected the Staff reasoning on 
advances, the higher figure will be used .. 

Company funded 
Advances 

Total 

an-
Company funded 
Advances. 

Total 

4. ~ryice. 

Applfcant S3(aff -_ piffe;:§Dce 

$16-7.-5-
244,2 

$411 .. 7 

$171.0 
34~·a 

$$16.8 

S(OOO) 

$ 8:3·.8 
101.1 

$l8:4.9 

$ 85.5 
101.2 

$18:7.0 

$ 83.7 
143.1 

$226·.8: 

$ 85-• .5-
244.6 

$329.8.-

Differences in the company funded addition$ are due to 
Staff's use of a3-year recorded relationship of additions to 
customer growth while applicant relied on its capital budget. 
Applicant ;La. willing to accept the Staff· s higher fiqure which is . 
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adopted. Differences in the advances portion are again due to the 
d.ifferent methodology for estimating ad.vancesa 
~ Applicant S~,ff ~ifference 

$(OOO) 

Company funded. 
Ad.vances 
Contributed 

'Xotal 

$ 20aO 
&9.8 
2S. Q. 

$114.8 

$23.5 
28:.9 
2~.0 

$77.4 

$( 3.5) 
40.9 
-2..:..Q. 

$37.4 

5. Account 373 - transportation Eggipmen; 
Applicant's estimates are based upon its projected 

requirements for the test years. Staff reduced applicant's 
estimAtes, relyinqon a ratio- of the annualized recorded. ll-month. 
additions to appliCAnt's estima.te of 1987 additions. 

1988 
1989 

Applicant ata;f pifference Adopted 

$23.0 
20.0 

$(OOO) 

$16.1 
14.0 

$6.9 
6.0 

$23 .. 0 
20~0 

~he Staff witness contended. that Win view of the size of 
the utility, Staff believes that the utility'S request for some 7 

to 8 vehicles over the three-year period (198.7-198:9) is 
excessive ..... 

Applicant has 7 or 8: vehicles which were purchased in 
1980; it plans to- replace all of them during the test period. 

. Applicant argues that the age of the velUeles and not the 
size of ~e company is the valid criterion to- use for determining 
the vehicle replacement requirements. Applic4ll.t also argues that 
Staff's methodology- is. ill09'1cal. It argues that it d.elayed 
replacing some of the vehicle$ in 1987; this increased. the n~r 
of vehicles needing replacement. 

Since these vehicle5 are fully depreciated even under 
staff's proposed depreciation schedule, it should. at least have 
inquirecl about their physical condition before predicting that they 
can economically remain in service. While we- rec:ogn.!ze that it: 
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sometimes makes economic sense to continue to use vehicles which 
are fully depreciated, there is n~ hint that such special 
circumstances apply here. 

We have adopted the applicant's figures. 
6. l1ettt;l 

Staff criticized the utility for the abnormally lar~e 
lSItIount of water it could not account for, in excess of 14%. 
Applicant contends that this water is not lost, ~ut that local 
water conditions (~qh iron and manganese) make even relatively new 
meters :run slow. It has agreed. to- accept a much lcwer Unaccounted­
f~r-Water estimate for ratemakinq purposes, unless the funds it 
plAnS to' spend for new meters are disallowed.. 

We have therefore allowed in fu~l the capital costs of 
applicant'S plans to reduce Unaccounted-for-Water. 

7. HYdX'q.nt$ 
Staff notes that the company proposes to spend more on 

hydrant head replacements than in previous yeus. '.rhe expenditures 
will amount '1:0, $10,000 in 1985. and 1989. Staff proposed t~ halve 
this sum. Applicant showed that its plan to speed up replacements 
is in response to a formal request from the local fire department. 
Staff has qiven us n~ reason tG question the judgment of the local 
fire' department. We will adopt the applicant'S figures. 

a. Mains 
Under its former owners, applicant was willing to serve 

customers using stretches of 2- and 4-inch mains. It now proposes 
to accelerate replacement of these mains, spending $l6,7,000 in 198a 
and $171,000 in 1989·. Suff recommends that we alloW' only amounts 
consistent with a prior three-year average. Applicant points out 
that it is commonly accepted that smaller mains are no longer 
acceptable for fireflow and service reliability. It also notes 
that customers, pa::rticularly those served by 2-inch mains, complain 
of'inadequate pressure for ,normal household use. 
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The replacement program is supported by the local fire 
department. 

Our policy is to encourage all utilities tQ use 
reasonable diligence in replacing undersized mains, particularly 2-
inch and smaller main3. We also encourage utilities to consider 
the input from local f~e authorities concerning the need for 
fireflow. We have therefore adopted the company position with a 
finding that priority should be given to· those mains that severely 
restrict fire flow-·or generate consumer service complaints .. 

9 .. Camcorde" 
The applicant purchased a camcorder in 1987 for $1500 for 

use in its 5afety'proqr~. Staff seeks to disallow the 
expenditure. It questions whether the item was needed, arguing 
that water companies are not hazardous enterprises.. It argues 
that, if a camcorder was needed, it should have been purchased by 
Park for use by all of Park"s Califo:rnia systems.. 

Applicant responds that the purchase was recommended by a 
well-knOwn utility consultant as part of a proposed safety program. 
The'recommendation was seconded by applicant's insurance broker as 
a means. tQ improve applicant's workers' compensation claims 
history. 

Appli<?ant has used the camcorder to pe:r:mi t review of 
worker practices in operations which involve hazards to· life or 
property. It notes tha.t in one mAin blowout, the camcorder was 
also use~ul in making a contemporary record of the damage t~ the 
property of others.. It suggests that havinq such a pictorial 
record could help it t~ avoid spurious tort claims. 

We reject the Staff's opinion that water companies are 
not hazardous enough to require expencii tures on safety. In fact,. 
applicant's own experience with worker's claims suqgests that at 
le&at a moderate level of expenditure is justified on purely 
economic g'rounds. Staff's argument· that Park ahould main't41n 
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custody of a camcorder on behalf of all the systems is ill­
conceived; as applicant points out, a round tri~ fora single use 
of the dev-ice would require 175 miles of travel. 

We have adopted the utility position. 
10 • Computer Pu.,ehas9 

Applicant has ~udqeted S5,000 for the purchase of a new 
personal computer. Staff claims that an adequate machine can ~e 
purchased for $2000; Staff defines an adequate computer to be an 
~-level IBM compatible with a monochrome monitor and a 20 megabyte 
hard disk. Applicant responds that we should defer to the 
judqment of its executives concerning its operational needs. It 
has not specified the kind of system which it intends to, purchase. 
Nor has it specified the tasks for which the computer will be used. 

The Staff-specified system is a standard ~usiness 
machine; while not state of the art, it has the capability of 
running most of today's popular ~usiness programs. The budgeted 
sum, on the other hand., would ~uy a far more powerful system • 
Applicant has not id.entified any application which would utilize 
even a fraction of the capabilities of such a computer. We have 
consequently disallowed all but S2,000 of the proposed cost. 

ll. !~3;irement' 
Applicant's estimate is tied to its proposals for 

equipment to ~ replaced. Staff's estimAtes are based on a 
recorded relationship. of retirements. to ad.d.itions • 

. We have adopted applicant'S methodology_ Our analysis 
indicates that the item-by-item review conducted by applicant 
should,produce a more realistic prediction of conditions during the· 

test and attrition years than Staff's methodology. 
C. DepBCiation 

the difference between applicant'S and Staff~5 estimates 
of depreciAtion expense is. due to differences 1n the estimate 0·£ 
the depreciation rate for certa1n accounts and differen~es in the 
estimates of the plant balances to which these rates are applied.c 
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Am ~~121~~~n; St~ft ~;t.~t~:;:;:!n~~ 
$(000) 

, -

Santa Paula $160.7 $.146 .. 3 $14.4 
Main offiee 2:}.7 23.7 0.0 

'roul $184.4 $170 .. 0 $14.4 

~ 
$177.0 $153· .. 6 $23.4 Santa Paula 

Main Office 24., 24.7. O.Q 

Total $201.7 $178-.3 $23.4 

Applicant and Staff disaqree on the depreciation rates 

for thefollowinq accounts: 
Account 

315 Wells 
'332 Water Treatment Equipment 
342 Reservoirs & TankS 
373 Transportation Eqaipment 
372 Computer Equipment 

1.. )!ells 

Appli"nt 

3.52% 
3.45% 
1 .. 86% 

11 .. 84% 
32 .. 26-\ 

Staff 

2.41% 
1 .. 9-3% 
1.8:3% 
8:.52% 

14.96% 

In estimating the lives of wells (Aecount 316), Staff 
used a 40-yeu life. This is the upper limit of the life range set 
forth in Standard Practice U-4. Applicant proposes A 30-year lif~ 
bAsed on experience. ':he Staff witness complieated the discussion 
by consid.ering the life of the Santa PAula Creek diversion 
facilit.ies in his calc:ul.ation. The figure we have ad.opted. is for 

wells only-
We have adopted. applicant's shorter lives.. Its position 

is based: on its experience with wells in the area.. Staff halS not 
provided us with evidence to- support a finding that the average 
well w1lll:>e 1n service for a longer periocl. If our projeetion is 
-too pes~1miatic,. it can be correcte<1 under the· remAining life 
p:r1.%:lc.1ple. E:tther· staff or applicant could initiate a remaining 
Ufe review 1n any rate case.- As a pract1c:al matter, we would not -
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expect that either party would initiate a review' without a strong 
indication that the adopted lives are w:ronq. 

2 • Water treatment Bgp,:i,paten'S 

In this instance, applicant adopted the 20-year life used 
in the prior aecis~on, D.84-11-115 for Account 332 plant. The 
Staff witness reviewed the kinds of equipment used by applicant and 

determined that a 30-year life would be appropriate. He did not 
inspect the plant. Applicant argued that without an inspection, 
the witness had insufficient foundation to predict a 30-year life. 

Findings in rate proceedings are unlike findings in a 
judicial proceeding. Such findings are not res jucU.cata and are 
theoretically subject to relitigat10n in subsequent rate CAses. As 

practical matter, however, it can be wasteful and inefficient to 
reconsider depreciation of long-lived equipment with each 
successive general rate case. Here Staff has not made a remaining 
life evaluation of the actual equipment; it has not suggested that 
there was a flaw in the way the prior deeision was. reached; and'it 
has not claimed any change in circumst4nces since the prior 
decision.. It simply seeks a different outcome. 

We will therefore use the 20-year life adopted in the 
prior decision. 

3. CoPIPQter ·lqo.ipBent 

Staff has recommended a lO-year life for computer 
equipment, elaiming that modern electronic equipment which survives 
the burn-in period is liJcely to be serviceable for long periods •. 
Applicant relied on Staff~s stipulation in the Central Basin case 
(0.86-11-022, supra) that a 6-year life was proper. 

Staff seeks to relitigate a question which the Commisaion 
has already decided in a proceeding concerning applicant'S other 
company: 'l:he Staff, did not show any reason why either the . ' 

applieant (and ultimately ita. ratepayers) or taxpayers should pay 
~relitigate this issue other than the fact that Staff haschanqed 
.its mind. about the prior stipulation. In the. absence of any 

- 27 -



A.87-09-035 14LJ/JCG/jc ........ 

showing that the stipulation was based on some excusable mistake or 
of changed cix'c'll1n$tances, we will adopt the prior finding. 

4. Vehicles 
Applicant wishes to use an eight-year life for vehicles 

in Account J.73·, claiming that peculiar local conditionsS wear out 
its vehi.eles quickly. Staff, apparently relying on qeneral 
knowledge rather than any particular expertise, claims that modern 
vehicles have longer service lives. Its witness apparently has 
never ex~ed the vehicles which applicant wishes to replace. Nor 
has it attempted to consider the experience or practices of other 
fleet managers. ~his is another instance where we need more 
support for a Staff opinion. We have adopted the utility position. 

,0. XDeomeTg 
The tables which follow illustrate the difference between 

StAff mld applicant estimates of the income tax applicant will pay., 

SAmonq these were the need for extensive rual and off-road' 
travel. Applicant also runs vehicle engines toprov1d.e job· site 
lighting. ' ' . 
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SANtA PADIA WAXER~, x:ro. 
1988 

mo:ME fJ7« 
($000) .......: , 0-

lio,:,'" 

~, 

llt1l~ staff ~ b\ttJ)oriil~ ~,~" 

Present Prcposed Present Proposed- Present AUthorized' e 1:P.A-86 .g.::~:.':: 
........... >~.': " 

'rOtal. :Reven.Jes $1,668':1 $2,123.1 $1,668' .. 7 $2,123.7 $1,.668.1 $2',.091.1, $2,.057.5-, 
Q.',<', 

Expenses 
Opexat1aw ," Maint.enanoe 802.5- 803.5- 788.5 789.5- 793-.9 194.8 794.7 

'k1mi.nist::r:at'18 " General 607.9 607.9 598.0 598 .. 0 603.4 603~4 603~4 

M'ValOJ:a'~ 42.5 42'.5 40.2' 40.2' 42'S 42$ 42.5 ,,' 

~y;z:oll' Taxes 37.2 37.2 36 .. 0 36 .. 0 36.0 36.0 3-6 .. 0,. 

Refund OVercoUection 0.0 (65.2) 0.0 (65.2) 0.0 0 .. 0 0 .. 0, ' 

UnbWed Rev. Mj .. 2.2' 2t2 2.2 2.Q 2.2' 2.2 o.§;.2l 
SUbtotal 1,490.1 1,425.9 1,462.7 1,398-5 1,.475.8 1,.476~7 ,1,.460.6.; 

," 

N Deduct:1aw 
\0 CATaX DepreciatiCl'1 202.4 202.4 186.4 186.4 202.4 202 .. 4 .201.0-',' 

Intexest 25.3 25.3 92.6 92 .. 6, 101 .. 8: 101 .. 8- 102..1 

CA ~le :rnoane (49.1) 470.1 (13.0) , 446.5- (lll.3) , 310 .. 9' 293~~" , 

c:c:Fr (4.7) 45.1 (7.0) 42 .. 9 (10.1) 29 .. 8- " 27~, 

DedUc:t:.1aw 
Fed. TaX DepteciatiCl'1 187.7 187.7 172.0 172.0 187.1 '187.7, ,J.86 .. 3· ' 

Interest 25 .. 3 25.3 92.6- 92~6. 101.8: 101.8, 102.1 ' 

:fT.r Taxable' Incxme (29.7) 439.7 (51.6) 41a:.O ( 85.9) 295.8: 281~2, 

(13.7) 202.3 (23 .. 7) 192~3 (39.5) 136.0 96..0< ' 
, . 

(11.8) (11.8) (U .. 3) (U.3) '(11.8)' (11.8) (7.6)' 

Net Federal Incane tax ($25.5) $190-5 ($3$ .. 0) $181 .. 0 ($51.3) $124.2- '$88;3: 
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TABtE, rJ' 
~, 

I 
<> 
\Qo , 

SANrA PADIA WM'ER w::>RKS, IDD .. I 

1989 
0' 
w. 

INCXJ£ '.tAX 
VI, ' 

($000) , 
>" 
'~'" 

utility S,tatt ~' am:tmiw" Co. 
Present P.rC{105Ed- PXesent ~ Present Authorized., @ 'mA-86- ' 0 . 

~, 
\oJIo ' 

Total'Rsvenles $1,691.2 $2,299 .. 3 $1,691.2 $2,299'.3 $1,.691.2 $2,187.3, $2,.159.5 
() ,,' .. 

Expenses 
820~0 Opexatiaw " MzdnteMrIoe 834 .. 1 835.3- 820 .. 0 821.2 ' 820 .. 9 ·820.9, 

Mrn:f.n:i.sb:8tive. ~GenImIl 640.4 640.4 630 .. 7 660.7 636.1 636..1 636.J. ' 
M·valotaD~ 47.4 47.4 41.S 41..5- 47.4 47 .. 4' 47;4,'-
Payroll TUBS 37.8- 37 .. 8 36.7 36.7 36.7 36-.7 36..7' 
Retund OYel'o:>llecticn 0.0 0.0 0.0 0.0 0.0 0.0 0.0' , 

w onbilled· ReV' .. Mj", 2.2 2.2 2.Q 2.Q Q.2· 2.2 ' Q§;.2l· '" 
0 

SUbt'.otal 1,559.7 1,560.9 1,528.9 1,530 .. 1 1,540.2 1,541.1 1,525-.1 

Dec1uCt1c:as 
0. Tax. Deprec:iaticn 2l3,.2 213.2 187.7 187.7 213.2' 213:.2 2l3.4 . 

Intel:est 18~9 18.9 91.8 91.8 104.8- 104:.8 106 .. 7' 

CA TaXzlble InoaDa (100.6) 506.3 (U7.2) 489;.7 (l67~O), 328.;2' 314.3 

<X:FT" (9 .. 7) 48.6- (11.3) 47 .. 0' (lG.O) 31 .. 5 ; 29'.2' ' 

Deductions 
Fed. 'l'aX Deprec:latiCl'1 202 .. 9 202.9 178.0 178.2' 202.9' 202.9 203.3:-
Interest: 18.9 18.9 91.8: 91 .. 8 ,104.8 104.8: 106.7 

FIT ~le "In:aDe (80.6) 468.0 (96.4) , 452.2 (140.7) 3()6.;9 '295.1 ' 

(37.1) 215.3 (44.3) " 208.0 (64.-7) 141.2 ,100.7 

-
P.r:orated· MjusUuent' 0.0 0.0 0.0 0.0 0 .. 0, 0.0 0.0 ', .. 
lnvestJuent TaX Credit (13.7) (13.7) (12.1) (l2'.1) (ll.7) (U .. 7) (7 .. 4) 

Net Federal Inoane tax (SSO.8) $201.6- ($56.4) $195.9 ($78.4) $127:.S $93.3 
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1 & Ate Ad1ustment 
Both Staff and applicant have revised their estimates to, 

be consistent with revised plant estimates~ The difference shown 
in the tax table is due solely to the remaining difference between 
Staff's and applicant's plant estimates. 

2'. federal Tax 'QepreciQ~ion 

The tax taPle shows a difference between staff and 
utility in tax depreciation; the difference is due solely to. the 
various disputes over plant, resolved elsewhere. 

3·. Inte;e,t ptduction 
Staff's estimate was calculated by treating Park's 

advances to applicant as if they were debt; the constructive 
interest rate developed for the cost of capital was applied to, the 
amount of 't:his "debt~tp This is cOMistent with the approach used 
by both rate of 'return experts. 

Applicant criticizes this approach. It points out that 
the advances from Park would not produce a deduction on the 
consolidated return Park files on behalf of the corporate family. 
The only deduction on that return will be for the actual interest 
paid on Park's outside bor:rowin9's. Applicant"s estimate is based 
on an allocated portion of that deduction. The ratio. is based on 
net pltULt investment. 

~Rl ;r.,aD:t J.I Sta:t~ l.f 12£::f~'~D~~ II ~g~:e3i~s;l , 
$(000) 

198a $25.3 $92.6 $67.3 $92.,6, 

1989 18. .. 9 91.8 72.9 9'1.8. 

l.! The e.bove omounts are the amount of deduction. 

Staff claims tha~ its methodology was approved in the 
Central Basin decision, supra.. Applicant challenges the 
applicability of that decision. It ClAims that -the issue in that 
case was not which methodolO9Y to use, :but rather the two- different 
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interest deductions calculated by two different Staff witnesses.­
~hat analysis. is not supported by the text of the decision. 

Adopting applicant's reasoning would produce an allowance 
that would cover its actual tax bill. The process of , allocating 
the actual deduction from the consolidated return, if applied in 
establishing rates for all Park subsidiaries and operating 
divisions, would: allow the total enterprise enough. to' cover its 
actual tax bill. 

Applicant's approach would be an innovat.ion.. 'rhis 

Commission has lonq followed a practice of calculating income taxes 
using the revenues and expenses allowed for ratemaking purposes. 
Applicant has not qiven us adequate reason to. deviate from th1s 
practice. 

Since staff's pos.ition is consistent with long-standing 
practice, applicant's proposal is rejected. 
E. Rate Base 

'. 
1. Plant 

'rhe d.ifferences in Plant in Service were discussed ~ove • . 
It should be noted that any difference in plant added in any test 

. year will only ·have half the normal effect; we have employed the 
traditional presumption that all additions are made- in the middle 
of the year. 
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SAN:rA PADIA WAmt w;)RI<S,. IIJ.'D. "I> 
I 

1988 0 

RA1'E BASE 
w' 
V' 

($000) 
...... ' >., 
a: ' ' 

otility statf Authorizecl, ,,,,,,,,.,;. 
...... '" ,. 

@ TPA-8§ <:.t, 

R'··,' 
Average Bal.an:les 

........ ' , 

""", . 
. 0,' 

Plant -:In: service $6,939.0 $6,714.8 . $6,940.8: $6,940.8 .... 
work :In P.rQgxess 0.0 0.0 0.0 0.0 .... , 
Mater1al.a- & S\g)ljes 37.4 31 .. 1 37 .. 4 37.4 
WOrki.Iq cash 29.7, (47.6) 21.6 24.7 
Met:bod S Mj. 4.:7 
cap. Int. Adj. - 1.8. 

SUbtotal. 7,006.1 6,698.3 6,.999.8: 7,009.4 
w less:. 
w DepXeciatiCl'l Resel:Ve 1,798.2 1,803.4 1,798.9 1,798 .. 9 

Mvances 2,050.5- 2,061 .. 6- 2,050.5 2,050.5-
Contr:ll:Jut::L 175.S 175-.5- 175.5 175.5-
tJnmDortized. rre 0.0 0.0 0.0 0 .. 0· 
Deferxed Inoc:me T8X ;l2~.Z ;189.5 ;121.1 3§~,~ 

SUbtot:al. 4,418.9 4,429.9- 4,419.6 4,390 .. 5 

Net District Rate Base 2,.587.3 2,268.4 2,580.2 2,618.9 
Main ottice AllocatiCl'l 1.~~'1~ l.;I~~Q l;l~.Q 137.4 

'l'ot:aJ. RAte Base $2,.729'.7 $2,402.4 $2,714.2 _ $2,.756.3 
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'XAJ3tE VI ~ 

I' 
<:> 

SANrA. PADIA WA:mR:~, Ilt'D. 
\Q> 
I 

1989 0 
w' 

F.ME B.\SE \J\ 

($000) "' ", >", J':';, 

:rtem otility Staf! ~ AuthorizEd ~ 
@ TBA-86 ~ 

('). 
c . 
....... 

Avetrtqe Bal.anoes -.' ('l. , " 

Plant in'Servi08 !;1,.639.2 ~,036.6 $7,643.0 $7,643.0' JIo" 

Work in P.tcg:cess 0.0 0.0 0 .. 0 0.0 

Hater.lals " SUpplies 41.2 32.5 41.2- 41.2 
WorJdl'q cash, 35.7 (45.1) 24,.9 27 .. 8 .. 
Met:hod . 5- Mj.~ 9.8-

C8p.Int.Adj .. -' 3.0 

w SUbtotal 7,716 .. 1 7,024.0 7,709.1 7,724.8-
,po U!Ss~ 

.. 
OepJ:eciation· Jesexve 1,937.0 1,951.4' 1,938.8. 1,938.8 
Mvanoee 2,403.6 2,.133.7 2,403 .. 6- 2,403.6-
OXltril:Qtiaw 194.8' 194.8- 194.8 .194.8: 
t1nmnortized ne' 0.0 0.0 0.0' O~O' 

Oe!erxecl ID:xne 1'lIX ~2~.2 472.3 424.9' 422.0 
~ 5,030.4 4,759.3 5,032.1 4,966-2-

Net Distr1ct:Rate Base 2,685 ... 7 2,264.8 2,(ffl.0 , 2',758..6 
Main ottioe Allocation 1.2!!.2 119,8 11,2.8·· 124,Q 

Total Rate Base $2,813.9 . $2,384.6 $2,796.8 $2/882~6 
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2. Advanee~ 

Applicant's. estimate is based. on its prediction of 
projects to be finished' in the test years. Staff relied. on a trend. 
developed from historical data. We will not adopt the Staff 
figure. It would ~equi~e a prediction that the housing market 
during the test and. attrition years can be predicted from the 
results of past period.. It may be possible for a qualified. expert 
in the local housing market to make such a prediction. However, 
the Staff witness did not purport to have such expertise. We will 
consequently adopt the utility figure whi,ch is based on an item-by­
item survey of proposed real estate developments. 

Staff recommended that we disregard the impact of any 
real estate development which has not entered into a signed 
contract with the utility. 'orhat might be an. adequate test if we 
were concerned only With near term effects. However it is likely 
to produce a distorted picture of the conditions to be expected 
toward the end of the test and attrition periods • 

3. Materipls And Supplies 
Staff's figure is based on the 198-& recorded figure-,. 

adjusted for non-labor escalation and customer qrowth. Applicant 
also relied on a trend; it derived a ratio between plant and this 
account for the years 198:2-85, and extrapolated this figure into 
the test years-. 

Applicant'S fiqure seems slightly preferable, since it 
relied on. a longer SAmple period'; it will :be adopted. 

4. Hain Office Rate Bas~ 
'orhe Staff brief explains the issue as fo,llows: 
WSPWW and Staff are apart because the company 
desires to calculate the depreciation reserve 
torefleet the effective date of Park's Central 
Basin Decision No. 87-09-07l rather than to 
calculate it f%'om the beqinn:ing of test year 
198-7 which was used in that DeciSion. Staff 
disagrees. 
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"Rates, resulting from a general rate increase 
request, are calculated according to the 
beginning of each test year. The cure for what 
the utility perceives as a problem is to file a 
rate application at a time so that a decision 
can be issued coincident with the beginning 
test year. The Notices of Intention to File 
General Rate Increase Application For Park's 
Central Basin and for Uehling Water Company 
were tendeX'ed. foX' filing August 26, 1985. The 
actual applications were filed November 13, 
198&. The test years used were 198,7, 1988, 
19'89. Tardiness, in filing fora 1987 test year 
is the reason that the Deeision was issued in 
latter' 198·7 ... 

Applicant's proposal is an ~ngenious method to ameliorate, 
one type of problem caused l:ly our regulatory lag plan for water' 
companies. We believe however that the time for patchwork. 
solutions in long past. Resolution M-470S was adopted in 1979 on 
an -experimental basis. Water utilities inelud.ing applicant should. 
have long ago- moved to replace this experimental plan with a 
permanent one :lnco:cporating the lessons learned in nine years of 
experience. 

We have rejected applicant's, proposed adjustment. We 
will instead use an as-recorded figure as recommended by staff. 

s. Depreciation Reserve 
The cL1fferences here are caused by differing estimates'of 

plant and depreciation rates. 
6. Deferred'Tax Reserve 

. The differences here are caused. by differing estimates of 
plant and depreciation rates. 

7. ~ork1nq Cash 
a. R!:ferred credits for Consultant', Fees 

S~f criticizes applicant'S inclusion of deferred 
fees in its working cash ,estimate. It asserts that a utility 
ahould not include such item in the working cash computation 
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~because the ratepayer is already reimbursing applicant for the 
amount ~f unamortized cost$ as an expense item." 

This statement is not an acceptable explanation of 
the rule Staff has. invokedr it woulaapply to any other expense 
which is inclucied in workinq cash. 

Staff relies on the holainqs of D.82-11-018 in A.S.2-
03-65, Azusa Valley Wt;:., ana D.82-09-061 in A.82-01-05, ~ Este 
Water. Both of these decisions in turn rely on A purported 
'traciition. The -t%aciition· started in So. Cal GM, 0.92497 in 
A.S9315, where the issue concerned amortizeci costs from an 
abandoned project... It appears that the real reason for refusing- to 
allow carrying costs was an attempt to split the burden of a failed 
project between shareholders and ratepayers. Moreover, the 
decision emphasized the ,necessity of examininq each situation on An 
indiVidual bAsis to achieve an equital:>le allocation of the risk:s of 
new projects between customers and investors. ReI Est~ reasoned 
that: "The fact of tMs entire proceedinq working' to the benefit 
of applicant, argues for the traditional rule ••• • The tradition 
does not adequately explain why we allow a working cash adjustment 
for aome categories of expe~e but not for regulatory costs. 

We have therefore concluded that applicant's. 
re9Ulato~ costs should be treated like any other cost in allowinq 
workinq cash capitalization. Since there is an immediate payment 
with a deferred recovery from ratepayers, the lag· should be 

reeo¢z~d-

b. V§cation and Sick Leave Accrual 
Standard Practice U-15 states that ~these amounts 

represent monies accrued through operating expenses which the 
utility has availoable until payments to employees for vacation and 
sick leave are made.- Staff relied on this statement as 
justifi~ation for ineludinq such accruals £n working cash. It 
n891eeted:, however, to show that this applicant does have a funded 
accrual for such costs. Applicant claims that it is Dot accruinq 
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any funds, just a potential liability. Applicant contends that the 
accrual under applicant's practice is from each employee's salary 
not from expenses. In the absence of proof that the conditions 
referred to in U-15 exist, we have excluded the accruals from 
working cash. 

c. Repleni!!!lpnent Cost 
Staff assumed that there would be an additional three 

days of float on applicant jOcs payments tor replenish£nq the 
underground basin from which its wells draw. Applicant arques that 
the bill must be considered paid when due. That does not 
necessarily mean that there is no float, even if the cheek is 
actually receive<:[ on the due date. We have adopted. the Staff 
position. 

d. Euxch§!ed pgwer 
Applicant claims that it batches its bills t~ save 

postage and processing costs. These eavinqs are presumably 
reflected in the operating cost estimates. Staff points to another 
utility which is able to delay paying its power bills, thereby 
conserving its capital. Applicant should have compared the benefit 
of capital reduction savings with the alleged postage and 
processing SAV1ngS. It did not. We have therefore adopted the 
Staff pO$ition. 

e. Goods and. 5eryices 
Staff used the estimate developed in 0.8:7-09-071. It 

does not .appear that the choice between Staff's and Park's position 
was made on the merits. Instead, the decision stated that Park had 
not met its burden of proof. That beinq the case, 4 Pa.k 4£filiate 
should. be f:c::ee to make' another attempt to meet that burd.en of· proof 
in its own rate case. How~ver, applicant claims that the 
regulatory expense of makinq an appropriate study would' outweigh 
the benefit • 

..• ~'. 
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We encourage Park to make at least an abbreviated 
study which could be applied in rate cases for all divisions and 
subsidiaries. In the meantime we will accept the Staff'estimate~ 

8-. Reseaoir 'Finan~l.nq 
Staff contended that the Cherry Hill and Case tank 

projects should have been funded 100\ by advances. Staff's theory 
is that the need for these projects is attributable ,to. projects for 
which main extension advances have already been co.llected. It 
bases its conclusion that these projects were not needed for 
existing customers on the fact that neither the Health Department 
nor the ~oeal Fire Department had requested that capacity be added. 

Staff based this. contention on its interpretation o·f 
Tariff Rule 15, which governs. mAin extensions. As the name 
implies, the Rule deals with financing for mains to serve new 
tracts" as well as other classes of real estate developments. 
Under the Rule, the normal method of financing in-tract facilities 
is by advances under main extension contracts. The contracts 
provide for refunds·. . 

Rule lS(C}(l}(b} provides that the utility ·may· also 
demand an advance for the cost of out-of tract plant, if at least 
SOt of the plant is "required" to serve the tract.. Onder Rule 
15-(C) (1) (d), the utility "may" demand a contri}:)ution rather than an 
advance if "in the opinion of the utility" the extension is 
economically not feasible or ·if it appears to the utility· that, . 
other customers will be burdened • . 

We have therefore concluded. that there is no mandato:ry 
provision for financing out-of-tract facilities. The utility has 
wide d£se:etion to decide how to finance such facilities. Only the 
Commission has any power t~ override a utility'S discretion. We 
are not persuaded to. do so in this case. We will adopt, the utility 

. decision..; 

,.'.~ 
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F.. City of Santa Paula", P2§i:ti2n 
The City argued that applicant'S local employees have the 

skills and enough time to perform all needed utility functions 
without any assistance from the central office. The City did not 
make a study to, support its recommendation that all, payments for ' 
central office services be disallowed. 

Our Staff investigated the relationship between Park and 
applicant. It recommended a disallowance of some of applicant'S 
payxoll, which we hAve- adopted.. It recommended. a cU.sallowance of 
part of Park's claimed' requlatory expense, which we have rejected .. 

There was also a stipulation between Staff and applicant 
concerning main office services. The utility adopted the staff 
figures. For 1988, the Staff allowance for data processing and 
other main office services. was slightly over $115,000, :roughly 
S10,000 less than applicant. The 1989 figures were comparable. 

The Comm.ission is,. of course, not bound by the 
stipulation; it could adopt a larqer disallowance if there were 
evidence to support finding~ of inefficiency or waste. However, 
there is none. 

We note that City was informed. of the stipulation, and 
has not objected.. We will therefore Assume that it is satisfied to 
accept the stipulated adjustment, plus whatever level of adjustment 
in the other CAtegories is justified by the record. 

. We have conseqnently deter.mined that the City'S 
recommendation to d.1.sallow all man office expense is not supported 
by evidence. 
G. Rate of Retp;» 

, 1. Staff Position 
a.. ttPllDCJ.al AttritiSm 

. . . Rather than advocating a different rate of return for 
each of the three years studled to offset financial attrition, 
Staff recommended a constant rate of retu:rn.. for the anticipated. 
three-year life of th1s rate order. (During the, cou:se of the 
proceed ;lng, applicant adopted this approach.) Staff's f.1ncmce 
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witness contended thAt this would minimize rate shock. He also 
recommended a constant cost of debt to be assigned t~ the mOnies 
advanced by the parent. (Applicant also adopted th.is approach.) 
He recommended a ranqe of retw=n on rate base between 9.78% and 
9.98\ for test years ~9S8 and 1989 and attrition year 1990. This, 
would accommodate an. interest rate of 10. S\ on funds ad.vanced by 

Park to applicant, plus a return on equity between 12.00\ and 
12.50\, and the 5~ contractual dividend on preferred stock. 

b. capital St2Jt£b:U:e 
Park, applicant's parent, owns 99.1\ of applicant's 

common stock and 98.5\ ~f the preferred. s1:ock. Applicant's non­
equity capital consists of advances from park. The Staff's expert 
recommended that we adopt the constructive capital structure 
proposed'by applicant, 35\ debt, 24% preferred stock,. and 41\ 
common equity; he would, however, use a constant .40% equity ratiO 
for all three years of ,the rate period. The Staff expert stated 
that this would be fair to, ratepayers, since it would emulate the 
well-balanced rate structure' which an inc1ependent utility would be 

expected. to maintain. 
c. egG Of -'Debt- and Preferred Stock 

~he Staff expert noted that the dividend on preferred 
stock was fixed by contract at 5\ of the value of the stock.. He 
recommended that this 'actual cost be used. To supply a cost for 
applicant'S debt, he imputed interest at the prevailing cost of 
single .. ~ .. utllity bond: yield, which be projects at 10.5\ through 
1990. (~his contrasts. with the figure .in the utility proposal 
which would vary with anticipated. costs of "iM" debt; this is the 
"~terest" rate provided for in a contract between applicant and 

. Park.) 

d. Cost ~ COMQA 19Uit!: 
':he Staff expert explained. that his goal was to allow 

a fair return on common eqI1ity, by definition one which would 
enable applicant'to-. attract capital and maintain its c:recU.t.. A 
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fA1r return on equity should also compare with the rates of return 
on equity earned by s~larly situated. ente.rpris~s. For comparison 
purposes, the Staff's expert relied on a group of regulated water 
utilities. Three of them were California· utilities, California 
Water Service, San Jose Water Co., and Southern Califo:z:nia Water 
Co-.; nine we:re in other jurisdictions.. He noted that bond rating 
agencies and the Commission have traditionally considered water 
comp.a.nies to be less risky than other types of regulated utilities. 

e. DiSS:01jl!lte4 Calh Plow 
'lhe Staff expert based his allowance for equity in 

part, on a Discounted Cash Flow (DCF) analysis.. 'lhe ocr model 
compares utility stocks, using the total of anticipated dividends 
plus anticipated growth in the value of stock. He notes that DCl' 
methodology is a standard method of analY%ing returns for most 
requlato:y co1l1D1issions.. He arrived at a eurxent 12-month average 
expected. dividend' yield of 5.&S% and the &-month yield of S .. 8St. 
He also applie4 A growth factor, wh.i~h consisted of one half of the 
average historical compound dividend and earnings growth. using 
6-month figures, he concluded. that investors should require 12.37\, 
combining an anticipated yield of 5.8'8.\ and. a growth rate of &.49t. .. 
For lZ'months, the return should be 12.17%.',. resulting from a, yield 
of 5·.68'% and a growth of 6.49\. 

f. Risk Prmiwt 
'lhe Staff also relied on a Risk Premium (RP) 

analysis,. This model recognizes that a common stock investor will 
want a higher rate from an equity investment in a privately owned 
utility than from private or government debt. ~he method produces 
a premium. which is added to the expected: return on' debt securities 
to produce a required rate of return on eqtli ty. During·' the 
hearing, the 'Staff witness changed his estimate of'required return 
on ~ty ~d.er analysis from 11.27\, 11.01\., and 11.&4\ for 1988:, 
1939, and 1990 to 12'.42\, 12.16·\, and 12. 79\~ another comparison 
was. changed. :fl:Om 11.18%, 12.24\., and. 13..8St. .to 12_98', 13, .. 39\, and 
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13.85\_ He did not change his recommendation based on these 
cbanges. He, 'claimed that even after the changes, his recommended. 
range of return on equity falls within the results justified under 
both methods. 

9'- Quality of 5eryic;e 

Staff contends the quality of service is not relevant 
to determ.ination of rate of return on equity. Accord.ing to Staff, 
return on equity should. be d.etermined solely by finding the 
appropriate cost of capital. 

We note this argument overlooks Public Utilities Code 
S 456, under which the Commission can reward a utility for 
economies, efficiencies, and improvements. Nor would it be 
consistent with the Commission's practice of reducinq return on 
equity for poor service. 

However, because of the methodology we have used. to 
fix return on equity,. applicant's return on equity has been 
established without rating applicant's service • 

2~ Applicant's Position 
.As of the time of submission, applicant had adopted. a 

slightly modi,fied retu:n on equity request, designed. to achieve an 
average 13\ return on equity throughout the life of the rates to' be 
established in this proceeding. The corxesponding rate of return 
on rate base was 10.18%, which falls between its original requested 
return on rate base for test years 1988 and 1989. ~o support its 
request for a 13% return on equity, applicant chAllenges the 
tradition. thAt water utilities Are less risky thAn other classes o,f 
utility. It contends. ·that new environmental regulations, dwindling 
supplies and inabi1~tyto raise needed. capital have increased water 
,utilities' rislcs. It also argues that the Commission should qive 
additional returns' ,fo~ good service. It argues that it. would.: be, . 
entitled to such a premium on return because of what it c:la1ms to­
])e exemplary ae:z:vice ... 
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a. Jfaterio.l '£rroG in Staff RP lmalvsi! 
Applicant relies heavily on the er.ro~s and alleged 

inconsistencies in the Staff report _ It asserts that once the 
original errors in the RP analys.is were cOrX'ected upward, it was 
illogical not to, increase the recommended rate of return. ~t 

argues that applying the Staff's RP methodology to the revised 
figures will automatically require an increase in the recommended 
return on equity to a range of 12.27~ to 13.41t. 

b. Comparison with california Vtil;J.ti.es; DCr AJ!AlDi§ 
Applicant argues that the data relied on in the Staff 

in its ocr analysis are skewed to under-emphasize California 
utilities. It notes that the Staff recommendation is significantly 
less than the amount awarded any of the tb.:ree California water 
utilities, even though they are less highly leveraged than 
applicant. It asserts. that its parent, with 77% equity" was 
recentlyawardec1 a rate of return intended to produce a 12% rate on 
equity_ Appiicant proposes that we exclude the out-of-state 
utilities from our DCF analysiS, thus justifying- a xeturn on equity 
of 13.~1%-

c.. QgalUy of §§a1ce 
Applicant relies on the following items to support a 

finding that it renders good service: 
o Eleven of its field personnel hold 

valid Department of Health Services 
certificates; 

o All of Parks' divisions use hand-held 
meter reader/calculators; 

o Park has followed the recommendations 
of a management aud.it conducted by 

.. Arthur Young; 

o Park has followe4 a strategy which 
reduced its inaurance premiums; 

o Puk was asked by the Commission to. 
take over the nssion Hills 8yat~; 
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o Par~ has starteQ a water quality 
assurance program. 

d. Comparison with RetuxD. Allowed Pa:ck and 
Co-Subsidiaxy 

Applicant notes that a recent Commission decision 
(the Park/Uehling decision, supra, awarded both Park and another 
Park subsidiary the same rate of return on rate base, 11.5·1%., to 
achieve· a return on equity of 12'%. 

3. Adopted· Rate of Return 
The proposed decision recommended a 10.18% rate of return 

on total investment. The decision did not rely on the capital 
structure used by both rate witnesses; rather it imputed Park's. 
structure. The decision also imputed the rate of retUl:'n, 11.51\" 
authorized. in the Central Basin decision, supra. Since however, 
applicant's ultimate request had been for a 10.18% rate of return, 
the decision would have reduced the allowed return to that level. 

Both part..:ies ol:>jeetec1 to tlUs analysis. Staff 

recommended that we rely on the rate structure used by both staff 
and applicant witnesses. It also recommended that we follow the 
staff witness' recommendation and adopt a much lower rate of return 
on equity. Applicant on the other hand recommended that we adopt 
the full 11.S1% rate of return on all investment. 

It 15 common to impute the parent's allowed rate of 
return where the subsidiary has so little real ·independence 
especially in financing matters. Nevertheless, it appears that 
there was an agreement not to follow this practice. 

We have found that a 13\ rate of return on equity, using 
the agreed rate structure, ;La. reasonable. 

Even though the. overall rate of return significantly less 
thaxi the return aU~O~ized in Central. ·Basin, it is not unreasonably. 
low; this 15 the .amount recommended by applicant's witness. . . 

on the- other hanel, we believe it is not too high even 
thouqh 1.t exceeds the staft-:cec:ommended· range. A 13\ rate of 
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return on equity compares very well with the amounts allowed other 
major california water utilities'.. In addition, if the corrected,. 
rather than oriqinal data is used, the staff RP analysis appears to 
support a fundinq that the rate of return should ~e 13% rather than 
falling within the recommended ranqe. 

Finally, adopting a rate within the staff range would 
produce a very great disparity ~etween santa Paula earninqs and 
those allowed in the Central Basin decision. The staff // 
presentation did not explain or justify this disparity. 

The proposed decision attempted to adopt an inteqrated 
approach to- both the interest deduction and ,the capital 
structure/rate of return issue, one which expressly considered 
Park's unusual capital structure. We have not disapproved ,this 
approach: intaet we recommend a similar approach :for any future 

ease involvinq rates for Park or a sUbsidiar,y. 
The follow1Dqtable compares the witnesses' 

recommendation of the proposed decision and adopted results • 

- 46 -



• 

A.87-09-035 ALJ!JCG!jc"'''' 

Staff R&Xommengation 

Capital 
Ratios 

Long-term Debt 36.00\ 
Pre~erred Stock 24.00 
Equity 40.00 

Total 

k2;t Faetor 

10.50\ 
5-.00 

12.2'5· ... 

weighted Cos'!;, 

3.78% 
1.20\ 
4.90\ 

9.88% 

Applicant'S Recommendation (Adopted) 

Cap:Ltal 
B;:l;;i.2~ S::2§:t lA~:t~ 

Long-term. Debt 3& .. 00\ 10.50\ 
P:refer.red Stock 24 .. 00 5.00 
Equity 40.00 13.00 

Total 

CentrAl /uehl ing 

Capital 
Bat;i.os s::os:t fac:t2r 

Lonq-te:z:m. Debt 20.35' 9.60%. 
Equi.ty 79"_65' 12.00' 

Total 

aLJ ~2~~ed oe~;i.§~Qn 

. 
Capital 
Ratios 

Lonq-term Debt 20.35% 
Equity 79.65% 

Total 

Cos:t hc:tor 

9.60% 
10 .. 33% 

W~~sU.l:t~ ~2~:t 

3.78:\ 
1.20%. 
5.2Q·' 

10.18"\ 

weighted Cost 

1.9'S\ . 
9'.56'· 

11.51' 

weighted CQst 

1 .. 95.% 
8'.2'3\ 
, 

10.18:\ 

... Hid.point of Staff recommended range. 

R.· RAte Design 
There was no controversy concerning rate.design other 

than the irrigation rate question d.iscuaaed below. The, spread. 
adopted is based on c:ur.z:ent Commission policy as expressed in 
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D.86-05-054 in I.84-11-041. It e~iminates multiple blocks. 
Service charges have been fixed at a'~evel high enough to offset a 
significant fraction of applicant's fixed costs. 
I .. Xrri,glljtion R.a.Ses 

Applicant provides :L.rriqation ser.rice, relying primarily 
on water from Santa Paula Creek. Most of the customers are located 
so' that they can use water pumped from applicant's wells when the 
creek is low.. Two of the customers, however, can only use qravi ty­
fed creek water:- they use their own pumps and pay for their own 
electricity to lift water from the creek to, field level. 

~he currently applied rate structure· is a rate which 
varies with electrical usage.. Both of the qravity customers feel 
that they should not be required to pay for the electrical costs 
attributable to the other irrigation customers. 

~o save labor costs 'required to, implement t~e 
differential rate, applicant wishes tO,substitute a new rate format 
with a single rate for both pumped and gravity consumption. The 
'bI'O gravity customers have protested this change. One, Steven 
Smith, appeared and testi.fied as a public witness.. He also called 
and. examined a utility official. Ms. Wigley participated by making 
a statement on behalf of the other gravity water user. 

During the course of the questioning, it became apparent 
that the question might require consideration of numerous contracts 
between irrigation customers and the utility as well as the 
8tAtutOr.r prohibition against discrilllinato~ rates.. It appeared 
that none of the parties was prepaxed to make a presentation on all 
of the 'matters potentially at issue during the 'time alloted for 
th1s rate 'case. The proposed :report recommended that this 
,p:roceeding be reopened to dedl with. this issue._ 

Applicant's comments. note that th~ ,two protesting 
ixrigation customers have filed. a separate compla.int_ (C.8'S-09-
086-, Smith« Wig-lV, et a1. v Santa PAula WAte~rls!l.) Because ,of 
this filing, it is no ~onger necessa:cy to issue this decision on' an 
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1nterim. basis.. The proposed d.ecision is modified insofar a 
neee~s.ary to mAke this a fin~' decision. However,.it is not 
intended that this change preclude complainants from seeking any 
type of relief they might hAve sought in this proceeding., 
Pindjp9S of fact 

1. Appli.cant can achieve and maintain an 7\ Onaeeounted-for­
Water loss, if it continues its meter replacement progr~. There 
is insufficient evidence to support a finding that it can maintain 
the 7\ level without a program to achieve meter accuracy .. ' 

2. Because of dissolved minerals, applicant's meters will 
run slow after a comparatively short service life.. Most of the 
past excessive water ·108s· was due to slow meters. 

3. During- the test and attrition years, applicant's premium 
for Worker's Compensation Insurance will increase to the ind.ustry 
average, because of claims in 1985 and. 1986. 

4. Any disallowance from regulatory commiSsion expense 
should be subtracted from the estimated. full cost, not from a 
capped· figure which represents the utility'S prediction of the 
maximum· amount o.f actual expense' the Commission would allow .. 

5. Staff's estimate of $12.5. per hour as the going market 
rate for attorney services ia not the proper measure for legal and 
regulatory' expense. 

6;,' Staff d1cl not demonstrate the Puk management was 
imprudent for dJ.sbanc1in~ its ~taff of experienced regulatory 
experts,_ 

7.. Applicant' a pay.roll costs are higher than other 
comparable utll1t1es, and: to that extent, unreasonable. 

8 •. Applicant has Dot adequately justified its request for an 
additionAl allowance for payroll .. to .1lDplement Rule 11. 

'. " ..... ' 9' •. , Applicant 'had adequat~\ 9rO~ ',to~beiieve that' poly~u 
oil' .... I.' .' 

tanocoatinqa. would not have to be rec:oated for at least 40 years, . . . 
.'. much longer ·per1.od than other coatinga, and .thAt the Hvinga on 

. . 
%eCoatinq would,. in the long m,' offset the higher 1xU.tial cost .. ". ,,',. , 

'j" ,',' .. ' 
I' " 

", . 

••••• ", '.' .. ' .. 
"to 

jot. ~ ...... . , .. 
,:, .. >~.:::.~\,:., ." .:~' 

'., '.' ~ . 
" . :'~ ... ~ .... 
, ' '. 
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10. Applying a poly-u coating does not release any solvent 
into the atmosphere _ ' , ' 

11. Recoating the inside of a tank requires additional effort 
and expense to avoid, releas.ing abrasive and airborne debris' into· 
the enviro:cment. It is desirable for economic and/or environmental 
reasons to· select a coating whicn will need replacement 
infrequently. Poly-u coating will require recoating less 
frequently than coal tar or epoxy coatings. 

12. Poly-u coatings will extend the life of the tanks. 
13. There is some degree of risk that the poly-u coating will 

have a shorter than predicted life when used to coat water tanks. 
Proper ratemaking treatment should provide an adequate means of 
sharing th1s risk ~tween shareholders and customers. 

14 _ ':he economic benefits. of the poly-u will primarily 
benefit future customers who will be spared the cost of recoating .. 
Proper ratemAkfng treatment should impose much of the added cost of 
poly-u on benefitedcustom~rs • 

15. P:roper ratemakinq treatment should encourage utilities to­
innovate prudently. 

16. Neither Staff nor applicant has recommended. proper 
ratem.akinq treatment ~or tank coating- Staff's proposed 
adjustments of the costs of recoatiDg the tank should' be 
disallowed. 

17. Both Staff and applicant agree that a new pump and 
associated mains are needed and' should be allowed as advances. 

18.. Both Staff and applicant agree that the Staff estimates 
for services is reasonable. 

19. ':0 be consistent with the useful lives we have adopted,. 
vehicles .purchAsed in 1980 should »e found due for replacement,. .in 

the absenCe' of proof t.hat any specific vehicles are, in unusually 
good-condition o~ have unusually low mileage~ 

20. Applicant will spend more for replacing hydrant heads 
than in past years. The acceleration is in response to a· 
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recommendation of fir& officials. ~he recommendat!on is not 
unreasonable. I -

2l. Applicant's 2- and 4-inch mains should be replaced. It 
should give priority to those small mains which provide inadequate 
pressure for fire protection or which generate customer service 
complaints. 

22. Applicant's decision to purchase a camcorder was prudent. 
23. Applicant has not proven that it needs to spend more than 

$2,000 for a new computer. 
24. Staff'smethodoloqy for estimating retirements is more 

theoretical and complex than applicant's; Absent a showing that it 
is more, likely to produce realistic predictions of utility behavior 
or that management is likely to make imprudent retirements, it 
should not be adopted. 

25. Wells should be depreciated over a 30-year life. 
26. Staff has not introduced any evidence to cast doubt on 

the reasonableness of the 20-year life for water treatment 
equipment adopted in D.84-11-115. 

27. Staff has not introduced any evidence to cast doubt on 
the reasonableness of the 6-year life for computer equipment 
adopted in D.87-09-071. 

28. Staff has not adequately rebutted the utility'S 
experience-based position that its vehicles ahouldbe deprecia~ed 
over an. S-year span.. . 

29-.. AppliCAnt has not jua.tified a deviation from established. 
ratemakinq practice in calculating interest for income taxes. 

30. ~he Staff witness did not claim the expertise to- predict 
local bousingmarkets. 

31_. Ignoring planned. developments. for ~e 801e reason that 
developers. have not yet been ukec1 to- execute m.a.in extension 
agxHJIle.1lts will distort the estimate ~f expected. advances. 

32. Applicant' a estimate of )(ater1al and Supplies 115 based. on 
A longer period than staff' IS a.1ngle· year and should' be adopted • 
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33. It is not reAsonable to recalculate the depreciAt~on . 
reserve for main office rAte bAse to reflect the fact that the 
effective date of D.87-09-071 WAS delAyed until well into the test 
period. 

34. Staff hAs not shown that applicant accrues sums for 
vacation and sick leave before they are taken. 

35. Applicant has not shown that there is no additional float 
on checks for replenishment after the payment is due. 

36. Applicant has not made an adequate study to, support its 
treatment of working cash for goods and services. 

37. When deciding to batch bills. for payment to achieve­
operating cost savings, Applicant ha$ fAiled to compare those 

savinga. with other savings which could be achieved by delaying 
payments until the date due. 

38:. 'there should be a constant rate of return on rate base 
for,the anticipated life of this rate order. 

39 • Central office expenses should. not be disallowed. 
40. A rAte of return on equity of 13.0% is. reuonable, using­

the capital structure of 36% long-ter.m de~t, 24% low-dividend 
preferred. stock, and 40\ equity. 

41. Applicant's rate structure should eljminate rate blocks 
and lifeline; the service charge should be high enough to offset a 
substantial portion of the fixed cost. 

42'. 'the same level of rAtes should be applied to All 
i:rrigation ~tomera subject to the outcome of the complaint of two· 
qravity-only customers. 

43. Park controlled the litigation in the Central 
Bas1n/t7ehl1ng proceeding; Park controls SantA PaulA'8 conduct of 

liti9a~10n ~ .this proceeding. 
44.' Pa%k'a financial interest in'rAte of return in this 

matter is comparable to. its interest in Central Ba.a!n/t7ehlinq • 
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Conclg.iop. of Law 
1. Applicant's.'mal.n extension rule does. not prohibit it from 

f.ina.neinq lmY out-of-tract fAcility, such as the tanks, with 
investor funds. 

2. A Stlmdaz'd Practice is not a rule or regulation. A 

utility may xecommend and justify a different solution to a 
problem .. 

3.. Standard. Practices are guidelines; they do not bar Staff 
from adopting a ~fferent treatment if it finds an a typical 
situation which justifies. an exception. . 

4.. Unless a utility is not required to· pay fees accountable 
as. regulatory commission expense Defore the time when amortization 
of such fees produces revenues to cover the payments, such items 
should be considered in working cash. 

5.. Standard Practice U-16 does not require that vacation and 

sick leave ~ dealt with in working cash unless the utility in fact 
accrues enough payroll to fund such payments before the employees. 

. take the time off. 
&-. A utility is not required to foXe90 u.se of a new 

technology that is pxec:U.ctecl. to :reduce costs. solely because it 
cannot find th:ree bidders. fo:r competitive bidding-

7. The increases in rates and charges authorized by this 
decision are justified, and are just and. reasonable. 

8:. ~he stanc:lAX'd way to' calculate 1ncome taxes. for California 
ratemak1ng is to use the allowed expenses, including interest on 
d.ebt .. 

9. To limit rec;ulatory lag, applicant should be able to· make / 
the increases justified. for 1989 effective immediately. ':this. .. 
decia10n shou.ld therefore be effective when signed: •. . ., 
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QRDER 
I • 

rr 1:5 ORDERED that: 
1. Applicant Santa. Paula Water works, Ltd. is authorized. to 

file on or after the effective date of this order the revised rate 
schedules for 198'9 shown in Appenclix A. ~hS.s fi.l1ng shall comply 
with General Order 96-A. ~he revised schedules shall apply only to 
service rendered on and after their effective date. 

2. On or after November 5, 198.9, applicant is authorized to 
file an advice letter, w1th appropriate supporting workpapers., 
reqnestinq the step rate increases for 1990 shown in Appendix-A 
attached to this order, or to file a lesser increase in the event 
that its 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, exceeds the later of (a) the rate of 
return on rate base found reasonable by the Commission for Park 
Water Company for the co:rrespondinq period in the then most recent 
rate decision, or (b) 10.18\- ~his filinq shall comply with 
General Order 96-A. ~he requested step rates shall be reviewed by 
the Staff to deter.mine their confor.mity with this order and shall 
9'0 into effect upon the Staff's detel:Dlination of confol:mity. Staff 
shall inform. the Commission, nth notice to applicant, if it 
concludes that the proposed rates are not in accord with this 
deCision, and the Commission may then modify the increase. ~he 
effective date of the revised. schedules shall be no earlier than 
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JAnU~ 1, 1990, or 40 days after filinq, whichever is later. The 
revised schedules shall apply only t~ service rendered on and after 
their effective date. 

~hi$ order is effective today. 
Dated otC 1 9 1988 , at SAn Francisco, California. 

- 5S -

SI"ANLEY w. HULETT 
President' 

DONALD VIAL 
FREDERICK R. DUDA 
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a:e:eIJCABILIlX 

APPENDIX A 
Paqe 1 

SANTA PAt1LA. WAnR WORRS, LTD • 

Schedule No.. 1 

Applicable to all general metered water service. 

mmlTORY 

santa Paula and vicinity, Ventura County. 

BAns. 

Quantity Rate: 

All water delivered.. 

Per·Meter 
Per MQn3;h 

pe.r 100· cu. ft. . ......... flo ............. • ". (C) (I). 

Sexvice Charqes: 

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

............... .. "" .... _ ........ . 
For 1-inch meter .................... 
For 1-~/2-inch meter ................ 
For 2-inch meter .............. 
For 3-inch meter ............. 
For 4-inch lI1eter ............... 
For 6-inch meter ................ 
For 8-inch meter ............... 

$- 8~05· 
8-.90 

12.00 
16.05-
21.40 
40.l0 
54.50 
90.50 

134.50 

The service Charge is a readiness-to-serve ehar~e 
applicable to all ,metered service and to· which ~s 
to be added the quantity charge computed at the 

. Quantity Rates, tor water used. d.urine; the month. 

Note: From the above quantity rate a surc:harqe ot $0.033 eN) 
per Cct should be subtracted tor Amortization ot 
$6S,200 overeollection in the balancing account. 
The aurc:harg'e is. ~or a 12-month period startinq 
with the e:ftective date o:f this tari:ft. 

(I) 

(I) 
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·APPENDIX· A 
Paqe 2 

SANTA PAULA. WA'I'ER WORKS, LTD. 

Schedule No·. l. 

GENERAL HETEBEP SERVICE 

AUTHQRIZEP STEP INCREASES 

Each ot the followinq increases in rates may be put into effect 
by tilinq a rate schedule which adds the appropriate increase to the 
rates in et:fect on that date. 

ou~nt ity Rate: 

For all water delivered 
Per- 100· .:u.ft. ., .......................... . 

Service Charqe: 

For S/8 x 3/4-ineh meter 
For 3/4-ineh meter 

.............. .............. 
For 1-inch 1I1eter ............. 
For 1-l./2-inch meter 
For 2-ineh meter ............. 
For" 3-inch 1I1eter . ....... , ...... . 
For 4-inch 'meter 
For 6~inch meter 

........... e· •• 

................ 
For 8-inch meter ................ 

~. 

Bates to be Effective 
1-1-9Q. 

$0.0 

$0 .. 15-
0.20' 
0.30 
0.35-
0.7S 
0·.90 
1 •. 50 
2 .. 50 
3 .. 00 
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• APPENOIx" A 
Page 3 

SANTA PAULA. WA'XER WORKS, LTO • 

Schedule No. 3ML 

LOOTED HEA$iREP IRRIGATION; s;RYlCE 

A~x,ICABlLITX 

Applicable to all measured irrigation service furnished on a 
limited. basis. 

TERRITORY 

BATES' 

santa Paula and vicinity, Ventura County. 

QUaxiti tyRate: 

For all water delivered, 
per 100 cu.tt ..•.... -- ........... . $0.18S (C) 

./ 

Special Conditions 

1. SerVice under this schedule is. limited. to the lands being 
rel1deredir.rig'ation service as. of February 15, 1954 • . 

2. Requ.ests. tor each irrig'ation water delivery shall be mad.e 
to. theutili!=f not less than 48 hours in advance of the 
ttme said,del~very is desired. 

'.~,. 



,> 

• 

• 

• , .. 

A.87-09-03S, /ALJ/JCG/jc W 

APPENDIX A 
Page 4 

SANTA PAtTLA WA~ WORKS, L'XD. 

SChedule No. 3ML 

LIMIUI2 MEASUREP IRRIGaTION SERVICE 

AtWiQ.BIZEP STEP INCREASE~ 

Each of the following increases in rates may be pu.t into 
effect by tiling a rate sChedule which adds the appropriate 
increase to the rates in effect on that date. 

QuAI1-tity ia'te: 

For all water delivered 
pe.r 100 cu.ft.. • ••• -- . . ' ........... . 

Rat~s to be Effective 
1-1-90 

/" 
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"APPENOIX'A 
... ~.'. Page' S· 

SAN'rA PAULA WA'rER WORl(S, LTO .. 

Schedule No-. S. 

APPLJ:CABILITY 

Applicable t~ all ~ire sprinkler service. 

l'EBRITORX 

santa Paula and. vicinity, Ventura County .. 

Ml'ES 
Eerseryice Per Month 

Sizeot seaice: 

4-inch .... -Oo ............................. . 

6-inch ••••••••••••••••••••••• 
8-inch ••••••••••••••••••••••• 

$lO.2S 
l5o.3S 
20.45 

eI) 
I 

eI) 

~eial conditions: 

% .. 

The customer will pay, without refund, the entire cost of 
installinq the ~ire sprinkler service • 

The minimum diameter for fire sprinkler service will be 4 inches 
and the me,omu:m, diameter will not be more than the diameter of the 
main to whieb. the service is connected. 

3. '!he customer's :Lnstal.lation must be such as to effectively 
separate the tire sprinkler syste= from that of the customer's 
reqular water service. As a part of the sprinJcler service 
installation there shall be a detector cheek or other similar 
device acceptable to the Company whieb. will indicate the use of 
water. A:ny unauthorized. use will be eharqed tor at the regular 
established rate tor General Metered Service, and/or may be 
qrounds tor the Company's diseonttnuinq the tire sprinkler service 
Without liability to the Company. 

4.. There shall be nc> cross-c:onneetion between the tire sprinkler 
system supplied by water throuqh the company's tire sprinkler 
service to- any other source of supply without the specific 
approval ot the Company. The specitic approval will require, at 
the customer's expense~ a special doUble check valve installation 
or other device acceptable tc> the company. Any unauthorized 
cross-c:onneetion zay be 9'%'ounds tor immediately cliscontinuinq 
the sprillkler service without liability to the Company • 
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APPENDIX 'A • 
Pa9'e 6 

SAN'rA PAULA. WATER WORKS, LTD. 

Schedule No .. .s 

nRE SPBnoo:.ER SERVICE 

AUTHORIZEP STEP IN>REbSE~ 

Each o~ the ~ollow;i.nq increases in r~tes :may be put into 
effect by filinq a rate schedule which adds the appropriate 
increase t~ the rates in effect on that date. 

size o:·Serviee: 

.......•...•.•..... ................... ...•............... 

Rates to b~ Effeetive 
1-1-90 

$0 .. 50 
$0.80 
$1 .. 05 

(End. of Appendix A) 

•' ' 

" ..,. .. 
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APPENDIX B 
Page 1 

SANTA PAtrLA WATER WORKS, LTD. 

AQ.OPTEP oumrxms 

Net-to-Gross MUltiplier 1.677 
0.21% uncolleetibles Rate 

Franchise Tax Rate 0 
Federal Tax Rate 34.12% 
State Tax Rate 9.3% 

1. ]9'bTER ~QHSCMP'l'IQH ca. I:z l u.a§. 

Water Sales (Dom) 4,4S1.0 
Water Loss 373.5. 
Well Water (Irr. ) 5l8.8 
Water Produetion 5,373.3 
S~lI.ce Water 1,050.S 

Replenishment Cost $29,947 
(U! • 7-1-1987) 

2. Pt1RCH1;$EP POWD CXWh) 

(;$-l. 
cut'. , 2-1.-1.9SS) 9,190 
PA-l. 
(E~~. 1-1-1988, 585 HP) 1,165,985· 
PA-2 
(U:!. 1-1-198.8, 590 RW) 2,401,53S 

Pumping Cost ~ $300, 73l 

3. Wa~er 'onsumptiontcust. By ClaG 

Commercial 278.55 Cot 
PublieAuthority 1,,542 Cc:! 
Temp'- service 500 Cc:! 
Resale -:12,000 Cct 
Irriga.tion - 22,,482- Cct 

~' ~ 

4,545.0 4,.608.'.8. 
378-.3' 383.1 
Sl3.8- SlS.a 

5,442-.l 5,5l0.7 
1,050.S. 1,050'.5-

$30,359 $30,772 

. 9,320 9,449-

l.,177,849 1,189-,870 

2,433,077 2,,44,6,2'45 

$303,972 $305,889 
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Paqe 2 

SAN'XA PA'OIA.WAtER WORKS, LTD. 

AOOWQ Q9WUTIES 

4. Adopted consumpt1on by B19~k Size rcct) 

Range ~ .u.aa l.2§.2. ~ 

Block 1 0 - 3 233,.244 236.,844 240,444 

Block 2 Over 3 :I.,:Zl~ ... §~ :I.,:Z~21~Q2 :1. I 22:7 Il~~ 
.. 

Tob.l 1, $151, 8:96- 1,9'79-,75-1 2,007,606-

Gravity Flow (Irriqation) 28-l,025- 281,.025 281,025-

PwIlped Water (Irrig-a tion) 28.1,025 281,025- 281,.025 

5. Adopted Ayerage Se~1ceby Meter Size 

• Commercial Metered 

S/S .... x 3/4 .... 5,385 S.,469 5,.5$3 
3/4 0 0 0 
l' 7sa '771 784 

1 1/2· 155 155- 155-
2' 139 142 145 
3· 26- 2'6- 2-6 
4· 14 14 ,14 
6· 2 2- 2-
S- O 0 0 

.- ':total 6.,479' 6,579 6,679 

Irrigation 25- 2S 2S 

Private Fire 

4· 6 6- 6· 
6· 13 13 13 
8- 7 7, 7 

~otal 6,530 6 .. 630' 6,. 730 

(End ot Appendix B) 
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SANTA PA'OLA. WAnlt WORKS, LTD. 

COMPARISON OF MON'rHLY ctTSTOMER BILtS 

AT PRESENT AND ADOPTED GENERAL 

KE'rERED RA!I'ES FOR A 5/S X 3/4-INCH METER 

'Osage 
Cet 

o 
3 

10 
20 
2'5 
2S.1 Avg. 
50, 

100 

o 
3-

10 
20 
25: 
25.1 Avq. 
50· . 

100 

Present 
Bates 

$ 5.00 
6.24 

10 .. 31 
16..13 
19.04 
19-.. 10 
33-.59 
62-.. 69 

$ ·S.OS 
10.02 
14 .. 61 
21.17 
24.45-
24.5-2 
40.85-
73.65 

Adopted 
Rates 

$ 8-.05· 
10.02 
14.61 
21.17 
24.45-
24.52 
40.85-
73-.65 

.l.UQ. 

$ 8-.20 
10.17 
14.76 
21.32 
24.60 
24_6-7 
40'.00 
73.80 

Amount 
Increase 

$ 3.05 
3.78" 
4.30 
S.04 
5.41 
5-.41 
7.26 

10.96 

$ 0.15-
O.lS 
O.lS 
0.15-
O.lS· 
O.lS 
0.15-
O.lS 

(End of Appendix C) 

-'. 

Percent 
Increase' 

6l.0 
60 .. 6; 
41.7 

. 3l .. 2 
28.4 
2S..:4 
21.6-
1.7.5 

1~9 
'1.5-
1..·0 
0.7-
O.G 

-0.6 
0 .. 4. 
0:2: ' 

.j 
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'. Decision ______ _ 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE O)ICALIFORNIA . 

'. 

. ' .' • 

In the Matter of the Application of ) /_ _ ~_ 
Santa Paula Water Works, Ltd., ) Application'S7-09-035 
('0 320 OW), for a'Q:ehority to increase) (Filed sep~e~er 23~ 198.7) 
rates as authorized by NOI 8'7-08-038-.) 1 
---------------) 

Hill, Farrer & Burrill, by pavid A. Ebershoff, 
Atto:rney at Law, for Santa PauJJa Water 
Works, Ltd., applicant. / ' 

Carl Barringer, for City of Santa Paula, ana 
Steven A. smith, for himself', protestants. 

Laurence Q. Garcia, Attorney ~ Law, and 
Willem R. Van Lier, for tlle· Commission 
Adviso~ and Compliance ~ivision. 

. , 

- 1 -
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DtTERDI QPXNlON' 

As can be seen from the attached Appendix 
qranted an increase which, for a typical domestic 

/ 
(25.1 cct/mo.), will raise the monthly bill trom~19.10 to $23.64 
in 1983. In 1989 there will be an additional aferage $0.70 
increase and an average $0.30 increase in~99 ~ We have rejecte.d 
the City's proposal, to disallow all central office expenses, which 
was based on the theory that the work don there is unnecessary. 
We have, however, adopted a Staff-propo;/d disallowance to bring 
Santa Paula's payroll labor costs into)line with other comparable 
utilities. We have also adopted Staff disallowances for: 

I 
o The cost of a compute?, 

o Income tax interest d'eduction~ 
/ . 

o Workin9 cash - repl~ishment, purchased 
power and 900ds and services • 

/ 
The adopted rate of return is 70.18%, less than the amount recently 
allowed tor Park and another sfbsidiary. 

Applicant Santa pa~a Water Works, Ltd., provides water 
service to about 6,500 customers in the City of santa Paula and 
vicinity in Ventura County~ lit is a subsidiary of Park wate,r 
Company (Park). Park's operatin9 divisions and subsidiaries 
provide utility service i~several other locations in california. 
It also has a water utility operation in Montana. Park furnishes 
engineering" financial, dk.ta processin9 f and other management 
services to apPlic:ant.,.l!park'S purchase of applicant's common . 
and preferred stock was ruthOriZed in 1980 by Decision (0 .. ) 902:17. 

1 Applicant also sb. es facilities and expenses with two mutual 
water companies • 

- 2 -
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$P!!!U!'Q' 
As can be seen from the attached Appendix C, we have 

granted an increase which, for a typical domestic /onsumer 
(2S.1 Ccf/mo.), will raise the monthly bill fro~19.10 to $23.64 
in 1988. In 1989 there will be an add1t1onaJ.;iverage $0.70 
increase and an average $0.30 increase in 1~0. We have rejected 
the City"s proposal to disallow all centrai' office expenses·, which 
was basea on the theo:y that the work d~ there is unnecessary. 
We have; however, adopted a Staff-pro~sed disallowance to bring 
Santa Paula's payroll labor costs intlline with other comparable 
utilities.. We have also adopted S~f disallowances for: 

o The cost of a computer; . I . 
o Income tax intere~ deduction; 

o Workinq cash - replenishment, purchAsed 
power and 900dSrd services .. 

The adopted rate of :return Of equity is 13%; this equates to 

~~~8:n~n a:~~:v:~~~:~, 7~sS than the mnount recently allowed for 

Applicant San:iSPa~la Water Wo:rks, Ltd., provides water 
service to about 6,500 stomers in the City of Santa Paula and 
vic:Lnity in Ventura Co tYi it is a subsidiaxy of Park Water 
Company (Park).. park''/' operating divisions and subsid.iaries 
provide utility servi~ ~ several other locations in California. 

I 
It also bas a water ~lity operation in Montana. Park furni~bes , 
engineerinq I fina.nci~, data' processing, and other management 
services to applicadt.1 Park's purchase of applicant's common 
and preferred' stock! was authorized in 1980 by Decision (0.) 902l7. 

l 
j 

/ 
j 
i 

1 Applicant a1s,0 shares facilities and expenses with' two mutual 
water companies~., 1 

I 
\ 
• 
\ - z -

.. 
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utility operations to serve santa Paula beg in 1871, 
when a reservoir and main system were placed in serv~e to 
distribute water from santa Paula. Creek. In 1s.9VapPlicant 
purehasec1 the water riqhts in the creek anti thejSystem.. Creek 
water was. relied on tor domestic water service/until 1971~ when 
public concerns about clean water led aPrli /t t~ drill wells. 
wells are now used tor all domestic servic and some irrigation; 
creek water is used only for irriqation. 

Applicant~s existing rates. wete established by 
0.84-11-115· in Application (A.) a3-12~O; those now in effect are 
the last step increase autAorizeCl. b;7that decision. The decision 
authorized a rate of return on equ~yot 14.75% with overall return 
on rate base ot 10.34%. Park's rite of return was last set by 

i 
. I 

0.87-09-071 n A.86-01-011 and -012 (referred to below as the 
Central Basin OivisionjUehling ktter; Uehling water Co. at that 
tilne was another wholly owned tubSidiary) • 

This application SO~9ht a series of three annual rate 
increases. For test 1988 the increase was $445,900 or 26.7%; for 
test year 1989 and attritiof year 1990, the increase was $20l,900 
(8.7%) and $145,740 (6.3%)/ respectively. These increases would 
produce returns on equity~1 f 13% ana overall returns ot 10 .. 03% tor 
1988- and 10.20% for 1989 . ., 

The staff held an informal public meetinq in Santa Paula 
on th~ evening of Nov~er 19, 1987. Representatives of Staff, 
utility, and the City Manaqer ana six members of the public 
attended .. One customer/asked why the proposed increase was so 
large when the Oriqina~ mains and plant ware depreciatad long ago. 
~e utility noted that/outdated plant must be replaced, and 
~aded to meet curr~t operatin9 and firef~ow standards. An 
irrigation customer protested an increase in irri9ation rates. The 
customer complained ~at the new rate would compel all irrigation 
customers to pay for PUlUpinq costs even though two, ot the· customers. 
relied exclusively 0 their own pUlUpS. (See discussion below.) 

- 3 -



• 

• 

•• 

A.87-09-03S ALJ/JCG/jc 

Hearing was held in Santa Paula on January 20, 198 and. 
on January 27. and 28 in Los" Angeles before Administrative w Judge 
(AIJ) Gilman~ During the' santa Paula hearing, the com:pan.y offered' 
evidence (Exb.ibit A) that the tiling of the applicat' n, the 
customer meeting, and the hearing had been noticed ccording to· the 
Rules of Practice ana Procedure. Notices wex-e 9: en by mailinq to 
local cities, by publication and by :bill inse Individuals also· 
testified on ~al~ of each of the irriqatio customers which 
receive no· pumped irrigation water. scussion below .. ) 
Another customer made a statement in oppo ition to the domestic 
increase. He maintains a large garden, sing domestic water 
received through two meters. He conte as that the increase would 
increase his bill from $150 per month to $200 per month .. 

The mayor testified on behAlf of the City of Santa Paula 
that santa Paula"s economy is basea! on agriculture.. Consequently, 
much employment is seasonal and at! low wages.. He urged that rates 
be set at the lowest posslble le?a/l, with a no-frills approach. to· 
all expenditures. He noted that an individual who was payinq $5 .. 00 

tor water in 1980 would pay $.a. 1 today .. With the proposed 
increase, the same consu:m.ption!woUld cost $11.84.. He. stated that. 
the city-owned sewer system ~ only needed a 42 .. 5% increase in tbe 
same time trame, even though ~equired to make substantial capital 
• . I . 
~provements. He also referred to a nearby c1ty-owned water 
system; its rates., while comparable to applicant's at today's 
levels, would be much lower it the proposed increases are 
authorized. He argued that the local operation employs E7nough. 
people to- take care of all spects ot operation 
that all main office eX1!)e%~es be disallowed. 

I 

f 
I 

- 4 -
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A final day of hearing was held in San Francisco on 
February l7.. The matter was taken under submission wit£. the tiling . / 
of briefs and the joint comparison exb:ibit on March 2'8- .. 

The following items, originally at issue~were resolved 
by stipulation during the course of hearing: 

~ NUmbers of CUStomers 

o Waterconsumption 

o Present Rate Revenues 

0- Escalation F3.ctors 

o 

o Main Office Allocated Expenses 
/ 

1987 Company Funded,. Advanced, and 
Contributed Plant Additi'ons and Retirements 

o 

for Santa Paula· / 

o Main Office Depreciation Expenses 
( 

o 

o 

o 

Total Lite tor calculition of Depreciation 
Rate for Source ot Supply Reser'V'oirs 

i 
Total Life tor calculation of Depreciation 
for T- & D Reservoir~ 

Total Life for calcllation of Depreciation 
Rate for Power oper,ated Equipment 

. j 
o working cash --Revenue Lag Oay 

o· working cash - MaJrials trom Stores Lag 
Day' .I 

o Working Cash - P.t1.C. Surcharge Lag :Day 

. '. h' o Working cash .- Operatl.onal cas Reqlll.rement 
- Mutual Water Companies 

I 
DUring the course ot the proceeding, both Statf and applicant 
revised their estimates of theltotal increase required tor 1988. 
The, amounts in the original application had. assumed a large refund., 
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" 

$95-,000, would be made to ~lance a produetion/LanCinq 
account. As of submission the overcollection/had been reduced t~ , I 

$6S,200, making it necessary t~ meet revenue' requirements with 
I 

higher rates. Since the notices did not discuss the offsetting 
effect of the over-collection, it was n~{ necessary t~ give 
additional notice.2 ~ 

The text and tables which ;ollow analyze the disputes 
between Staff and applicant whiCh haVe not been resolved by 
stipulation. In analyzing the disp~tes, the impact of any issue on' 
gross revenue can be calculated according to the following 
formulas: / 

o For differences ifi operating expenses, 
taxes other than/income and depreciation 
the effect is. roughly equal to the amount 
in issue, once~~e effect on income taxes 
is incorporatea. 

o For rate base kfferences the effect is 
roughly 20% of the alnount in issue per 
year. I 

0- Differences k rate of return on rate base 
of .1% are equivalent to a $5,000 
differencejin gross revenue. 

o Each $~O,OOO increase in gross revenues 
will add roughly 7.5 cents to- the average 
monthly residential bill. 

The estimateJ in this record were based on pre-l988 
I 

income tax law. As indicated by the last column in Tables I and 
II, the effect of eurrknt lower tax rates has been considered in 
fixing the level of ra~es. The benefits have been flowed through 
to consumers. 

, 

I 
i 
i 
I 

I 
I 

2- Other rev1s1ons are reflected in the late-filed' Exhibit 24, the' 
joint com~arison exhibit • 
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Opero. Revenues 
Defer.rec1., Revenues 

Total Revenues. 

~x 
SANtA PNJIA W1\1'ER: 'WO~" mo. 

1988 
StJMMAR::l OF EARNINGS 

($000) 

Utility staff 

$1,668.7 $2",123.7 $1,668 .. 7 $2,:123.7 

$1,668.7 $2,.l23.7 $1,668.7 $2,.123.7 
.-.-~ 

785.0 O&M=------ 799.0 799.0 785.0 
uncoUect:ik>les ~I~ 4.5 J;z~ ~& 
Subtotal 0 & M 80~3.S 788.5- 789.5 

A & G Expenses 431.4 441.3 44~431.4 
Franchise 0.0 0.0 0.0 0 .. 0 
Main Off. Alloe. 122=~ 12QI~ 12QIJ 
SUbtotal A & G 631.6 ·631.6- 621.7 621 .. 7 

Ad. valorem Taxes 42.S 42 .. S 40.2 .. 2 
Payroll '!'axes 37.2 3-7.2 36.0 36 .. 
Refund, Overoollection 0.0 (65-.2) 0.0 (65.2) 
Depreciation 160.7 160.7 146 .. 3 146.3 
ca. Income Tax (4.7) 45.1 (7.0) 40.6-
Federal. Income 'I'axes (~~E2l 122·:2 (~~IQ) lZllQ 
Total. Expenses 1,664.3, l.,845.9 1,590.7 1,780.1 

Net Revenues 24.4 277.8 78;.0' 343.6 

Rate Base $2,729.7 $2,729.7 $2,402 .. 4 $2,402.4 

RateofRetu:rn 0.89%, 10.18% 3.25% 14.30% 

l/ Overcollection of $65,200 as a negative surchaX'ge. 

(Net;ativC) 

• 

$1,668.7 $2,.073...2' $2,045~4 
. 112' . 

$1,668.7 $2',.073.2: $2,046.4 

793.5 793.5- 793.5-
~!,~ :td ~I~ 

797.0 797.9 797.S 

436.8 436.8 436:..a. 
0.0 0.0 0.0' 

122.J 12.Q1~" , l221;}'~' 
627.1 '627.1 6'27.1 

,''}' 

42.5 42.5- 42:..$' ,~" 
36.0 36.0 36.0 , 

, , , 

0.0 .l/ 0.0 l! 0.0,'11 ' " 
161.0· 161.0 161.0 '. .3) 25..5 . 23.8', 

) lQ~IJ Z21~ 
1'5!l7.~ 1,795.2 1,,764.7 ' 

81.0· 278.0 .281.7, 

$2,730.9 . $'2;,.730.9 $Z,,701.6. 

2.97% ~\ 10 •. 18%. 

\ 
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The ALJ ProPO~ed DeciSion 
The proposed' decision was issued October 28, 19a5. 

Applicant and staff filed comments to the ALJp{ proposed decision; 
applicant also filed replies to staff's eo~nts. 

In response to these comments" e have ehanged the 
allowanees for Unaccounted-for-Water We 
have adopted the results recommended the report for meters, rate 
of return, and ineome tax depreeiati n, but with different 
explanations. We have also issued his as a final decision, rather 
than the interim d.eeision reeowne ded by the report. 

In all other respeets-, we have not adopted the changes 
recommended by eomment~. 

- 7 -



• • • 'rABtE II 
SANTA PAtlIA WATER ~RI<S, ItrO .. 

1989 
~OF~ 

($000) 

!.tt11itv staa: bck:ptEd Autborized· 
Ite.ms Present Proposed Present P.I:OpOSed. P.tesent AUthorized ~-86' 

Oper. Revenues $1,691 .. 2 $2,299.3 $1,691 .. 2 $2,299.3 $1,,691.2 $2,167.9 $2,146.6 . 
Deterred· Revenues 1&, 

Total Revenues $1,691.2 $2,299.3 $1,691.2 $2,,299.3 $1, 69l.2 $2,.167.9 $2',.l47.t). 

o & M Expenses 830.5 830.$ 8l6.4 8l6 .. 4 819 .. 4 8l9' .. 4 819.4 
uncollect:i.bles ~& 4.~ :l t§ 4& J.§ 41~ ~.~ 
SUbtotal 0 & M 834 .. l 835.3- 820.0 821.2 823.0 823~9 . 823.9 

A .!-G..Expcllses 420 ... 0 470.0 460 .. 3 465.7 465.7 465.7 
...-F.i:anchise 0.0 0:0 0.0 0.0 0.0 0.$2'_ ' --Main Off. Alloe. ~Il 12~ll 125.1---- 12~.1 12~BJ. l2~.l', 

co SUbtotal A & G 665.1 6650.1 655.4 660.8: 660.8: -660-8-
.' .. ' 

Ad. valorem Taxes 47.4 47.4 41.$ 41.$ 47.4 47~4, 

Payroll '!'aXes 37.8 37.8 36.7 36.7 36 .. 7 36.7 36~7'> 
Re.fun::l Overcollection 0.0 0.0 0.0 0.0 0.0 0: 0.0'. 
Depreciation 177.0 177.0 153.6- 153.6- 177.7 l77. 117.7' 
Ca.. Income Tax (9' .. 7) 48.6- (ll.3) 44.6 (18.7) 27.0 2S.5- ' 
Federal Ineane '!"aXes (:2Q.~l 2Q,1.§ (21.!t) la:2;.~, (2.21 Q) lQ2.~" 
Total Expenses 1,700.9 2,012 .. 8 1,639..5 1,938 .. 6- 1,,636-.8 1,881.3-

Net :Revenues (9 .. 7) 286 .. 5- 51.7 360.7 54.4: 286.6 

Rate Base $2,,813-.. 9 $2,813.9 $2,384.6 $2,384 .. 6- $2',,8l5-.4 $2,8lS.4 $2,~3:S-
., 

Rate of'Retuxn (0.34%) 10 .. 18% 2.17% 15.12% 1 .. 93% 10 .. 18% 10.18t· 

(Negative) 
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A. Expenses 

l.. imdru<.tion 90sts 
Purchased Power, Replenishxnen: Charges, and Chemical 

expense all vary in relation to water /reduction. Both Staff and 
applicant have revised their estimate' to reflect stipulated 
customer and consumption estimates at well as the current power and 
replenishment rates. Applicant has,lreduced its estimate of 

Unaccounted-tor-Water trom l4.l.% tQ 8%, the recorded 1987 

percentage. Staff's estimate tor)Onaccounted-for-Water is 7%. 
This issue alone accounts tor th~followinq differences. in the 
production cost estimates betweek Statf and applicant: 

Replenishment 
Purchased Power 
water 'I'reatlUent 

Total Expenses 

Replenishment 
Purchased Power 
water Treatment 

Total Expenses 

:00. 
Ap.plicant ! Start 

I 
$(000) 

30.3 29 .. 9 
303.4 ! 300.7 

7.8 7.7 

34l..4 I 338.3 

. I 
Appl~c~nt 

. I 
30.7 ! 

306 .. 6 
8 .," I 

345.6 ~ 
I 

.~ 

Staff 

30.4 
304.0 

8.2 

342.6 

Ditferen2~ 

.4 
2.7 
-..l 

3 .. 1 

Difference 

.3 
2.6-
-.,J,. 

3.0 

Ado};!:ted. 

30 .. 3· 
303.4 

7,8-

3·4J. .. 4 

AdQpted 

30.7 
306 .. 6 

8.3 

34S~6 

The issue here c~' cerns Unaccounted-for-Water. Staft has 
recommended an allowance 0 7%. Applicant would accept an 8% 
estXmate, i~ it is allowed 0- pursue its accel~rated meter 
replacement program. \ .. 

'I'he staff witness explained his position by statinq that 
high water losses· were contrary to Commission policy. He coneluded 
that this utility should be\held to a qoal of 7% Uaccounted-for" 
Water rather than the histoneal l4% figure. He explained. this by 

- 9 -
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.,. - . 

referring to the Central Basin/Uehling ~ecision where the 
• 

commission used a ,7% goal. This reli~e was misplaced. 
First, Central Basin and. U~ing d~ not have the unusual 

water quality problems faced by this/system. Here, waterborne 
mdnerals will be deposited in mete~t, causing them to register slow 
very early in their installed livel. Second, the decision rejected 
a staff methodology 'not materialll different from that used here •. 
l:t criticized the staff's presentation as based on ~are opinion~H 

The staff witness also' contended that the Commission 
f 

should expect this sharp reductaon because the staff had not 
disallowed meter on main replaJement plans in prior rate eases. We 

f ' 
note, however, that the witness urged us to expect a decrease in 
loss throuqh supply meters frbm a historical 3.5% to 1.5%, while 
assuming that the Commission/would disallow the applicant's 

If 

accelerated meter replacement program. 
We will reject thJ staff recommendation. It would 

require a finding that it i~ feasible for applicant to achieve a 
reduction from historical ~evels to 7%. The staff witness has not 
adequately considered Whether such a reduction is feasible. 

The applicant's ~osition can be adopted without a finding 
of feasibility. It. is less a prediction than a guarantee. If its 

I . 
accelerated meter program does not produce an overall reduct10n to­

I, 

st, stockholders will be responsible for any excess losses. We 
will adopt the apPlicant'~proposal, and base our revenue 

. 4· , 
requirement on an 8% Uaccounted-for-Water loss. 

~ z. Xnsur;mce ~ 
'I 

The only item. at1\ issue in this category is the estimate 
• for ,Worker's Compensation ~remiums. This premium is based. in part 

on an experience moclifier factor (EMF). The utility estimates that 
its EMF in the rate years .J~ll be 1.0. This is the industry 
average, but represents anlncrease over applicant's prior rating. 

I 
Its estimate adopts the opinion ot its insurance broker. He based 

\ 
his. estilnate on the company's experience of abnormally high claims 

i, 
" 

\ 

- 10 -
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A. Expense! 
1. Product ion Co~ts 

PUrchased Power, Replenishment Charges, a "Chemical 
expense all vary in relation to water production/Both Staff and 
applican't have revised the1.r estimates to- refleQlt stipulated 
customer and consumption estimates as well~S ~e current power and 
replenishment rates. Applicant has reduced . ts estimate of 
Unaccounted-for-WAter from 14.1\. to- 8t, th record-ed 1987 
percentage,. Staff#s· estimate for 'O'nacco~ed-for-Water is 7\. 

~his issue alone accounts for the following differences in the 

production cost estimates beewe:;::~ and applicant: 

Applicant piffe;ene~ Adopted 
$(000) 

,Replenishment 30.3 
Purchased Power, 303.4 
Water Treatment 7.S 

Total Expenses 341.4 

Replenishment 30.7' 
Purchased Power 305.5 
Water Treatment 1.3 
Total Expenses 34S.~ 

338.3 

Staf: 

30.4 
304.0 

8',2 

342.& 

.4 
2.7 
....:..l. 
3.1 

P:i.:t:::~;J;:~Dce 

.3 
2.& 
-:.l 
3.0 

30.3 
303.4 

'7. 8' 

341.4 

ag~pjC~g 

30.7 
305.6· 

S'.3 

345.& 
. \ 

It appears thAt apPlicant!is willinq to absorb the costs associated 
with unaccounted for losses of more than 7t if allowed enough 

I 
revenue t~ support its accelerated meter replacement program. 

) 
We have therefore adopted 7\ as an appropriate target. 

-2'. Insurance I 
,The only item/at issue in this cate90~ is the estimate 

! 
for Worker'S Compensation premiUJllS. This premium is based: in part 

t 

on an experience modifier factor (EMF). The utility estimates that 

I 
\ 

~ -10-
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in 1986: he also noted that additiona claims arose in 1985. statt 
testifies that EMF was at the indust~ average in 198& and projects 
a three-year average ot .89. / 

-rhe applicant's estimate ~s based on an analysis ot the 
company's actual claims history ~;,Ia person who is familiar with 
insurance rates. Staff's witnes~did not claim a comparable 
expertise. -rhis is another ins~ce where we need more than a bare 
opinion. We will adopt the appJlicant's estimate. 

Another factor in th~apPlieant/Statf ditference is their 
dispute over payroll. As explained below we have adopted the Staff 
payroll est~ate. This will 1~duce the amount of worker's 
compensation premium claimed by applicant. , 

WOrkers' &o~ensation cost 
I 

ApPlicantl $~g&f pitterence Adopteg 

1988 $J.OS.4, ;' $103.3 $2.1 $l04.9 
1989 118.~ 115.6 3.2 118.l 

~ ~ 

Difference due to EMF I $1.6 $2.4 
Oifference due to' Payroll ~ssues .5 .8 

I 

3. Regulatory QgmmiJsign Expense 
Applicant's cla~ of $20,000 per year (for a total of 

I ' 

$60,000) is based on an effort to estimate the charges of its 
attorney and outside experts tor this case. Its attorney's fees 

I 
were fixed using the actual hourly rate, $200 per hour. It also, 
used the expected,billin9S\Of the outside consultants who worked on 
this case. ~he total thUsJderived was then arbitrarily written 
down, to $60,000, and am.ort~zed over three years. This unilateral 
cap on this category of exprnse was an effort to anticipate the 
amount the Staff would recommend tor disallowance. 

1 . \ $ Staft ca~ed that no more than 125 per hour should be 
allowed tor attorney~s fees. It did not challenge the skill or 
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its EMF in the rate years will be 1.0. This is the dustry 
average, but represents an increase over applicant? prior rating. 
Its estimate adopts the opinion of its insurance)Oroker. He based 
his estimate on the company's experience of abnd'rmally high elaims 
in 1985; he also noted that additional claims ose in 198.5-. Staff 
testifies that EMF' was at the industry aver e in 198-6 and projects 
a three-year ave:rage of .89. 

The applicant's estimate is bas d on an analysis of the 
company's actual claims history by a pe on who is familiar with 
insurance rates. Staff's witness did ot claim a comparable 
expertise. This is another instance here we need more than a bare 
opinion. We ~ll adopt the applica 's estimate. 

Another factor in the ap icant/Staff difference is their 
dispute over payroll. As explain below we have adopted the Staff 
payroll estimate. This will red~e the amount of worker's 
compensation premium claimed. by fPplicant. 

. Workers' Cgmpensation Cost 

19S5 
19S9 

l.Pplicant 

$105-.4 
11a.8: 

Difference due to EMF 
Difference due to Payroll 

3. 

~:t~ff J:2~::f~~~D~~ Asi2:Q:t~g 
$(000) 

$103.3 $2.1 $104.9 
115.6 3.2 118;.1 

lltt ~ 

$1.6 $2.4 
.50 .8 

$20,000 per year (for a, total of 
$50,000) to estimate the charges of its 
attorney and outside e rtoS for this case. Its attorney's fees 
were fixed using the a~Al hourly rate, $200 per hour. It also 
used.- the expected billin s of the outside consultants who, worked on 
this case. The total s derived was then arbitrarily written 
down to $60,000, and am ized.- over three years. This. unilateral 

- 11 -
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time etficiency of this attorney's et orts. It cl~tmed, however, 
that the commission had never allow more than $l25 per hour to 
, . , 
intervenor attorneys and reasoned that utilities should be expected 
to hire their attorneys without p 'nq any more .. 

staff also proposed to disallow part of the cost of 
outside regulatory experts.. It oted that Park at one time had 
possessed an experienced statf t in-house, salaried experts, which 
was disbanded and then replaceCl by less experienced employees. In', 

J 
Statf's judq.ment" the c:ustorm, s. should not be expected to- pay an.y 
more tor such expertise than it would have paid for the salaries of 
the experienced employees. 

There are several.tlaws. in the Staff presentation.. First 
it should not have apPlied.!~ts disallowances to the "capped" tiqure 
presented by applicant. IpS disallowance and that accomplished by 
the eapoverlap, since thEf.r are based on the same considerations .. 
Deducting the disallowane~ trom the 'capped' figure could produce a 
doubled adjustment, thus ~ivinq consumers a windfall.. Logically, 
the c:ustomers can have ei~er the benefit of the cap or the benefit 

~ . 
ot the full cost less any disallowance supported by evidence" but 
not both. I 

Since we have ho means of calc:ulatinq the amount of 
actual cost above the ca~, we cannot determine whether the Staff 

disallowance has any ne~etfect or how large the effect would be. 
This defect alone would ~ead us to reject the Staff ,adjustment. 
There are, however, other flaws in the Staff presentation.. With 
regard to the attorney hourly rate, the statt overlooked recent 
decisions in which we awkded more than $l.2$ per hour to 
intervenors.. (ct., e.g.~ 0.87-07-042' in A.86-09-030, $-150 per hour 
enhanced. to- $l75 when th~ attorney doubles as an expert; 
0.86-07-012 in A.84-07-027, $l50 per hour.) Staff also failed. to 

\ 

look behind the. findings in the decision to discover the aqe of the 
underlyinq suxvey data. \ 

\ 
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cap on this category of expense was an effort to 
amount ~he Staff would recommend for disallowance. 

Staff claimed that no more than $12~r hour should be 

allowed for attorney's- fees.. It did nOt~ha enqe the skill or 
time efficiency of this attorney's efforts It claimed, however,. 
that the Commission had never allowed mor than $125· per hour to 
intervenor attorneys and reasoned that ilities should be expected 
to hire their attorneys without payinq any more. 

Staff also proposed to dis low part of the cost of 
outside regulatory' experts.. that Park at one time had 
possessed an experienced staff of n-house,. salaried experts, which 
was ciisbanded and then replaced b less experienced employees. In 
Staff's judgment,. the customersphould not be expected to pay any 
more for such expertise than it/would have paid for the salaries. of 
the experienced employees. / 

~here are several ~aW5 in the Staff presentation. First 
it should not have applied if5- disallowances to the ~capped" figure 
presented by applicant. Its disallowance and that accomplished by 
the cap overlap, since the:/ are based on the same considerations. 
Deductinq the disallowanc1 from the "capped'" figure could produce a 
doubled. adjustment, thus ~ivin9' consumers a windfall. Log'ically, 
the customers can have e~ther the benefit of the cap or the benefit 
of the full cost less an.!t- disallowance supported by evidence ,but 

not both. i 
Since we have no means of calculating the amount of 

actual cost above the ap,. we cannot determine whether the Staff 
J 

disallowance has any net effect or how large the effect would be· .. 
This defect alone woul& lead us t~ reject the Staff 

j 

adjustment.There are, ~owever, other flaws in the Staff 
presentation. With r~qard to the attorney hourly rate, the Staff 

-\ 

overlooked recent dect:~10115 in which we awarded more than $125 per 
hour to intervenors. '(Cf., e.g., D.87-07-042 in A.S6-09-030, $.150 
per hour enhanced to $175 when the attorney doubles as an expert; . 

- 12 -
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Regardinq expert witness costs, aft's disallowance 
. I·· ' 

assumed that the experienced staff was disbanded because of an 
imprudent manaqement decision. That war/not demonstrated.. company 
manaqement could not be faulted if, fot example, a retirement were 
involved .. 

. / $ We have adopted the app11cant'f costs of 20,000 per year, 
notinq that this fiqure includes a iap which may be less or more 
tIw!. the disallownee propose<1 bL'taU. 

Appl iC§D~ / statt 
$(000) 

~988 $20.0' $14 .. 6-
19'89 20.0' 14.6-

Difference due to attorney fe~ 
Difference due to Consultant/In house 

4. PaXroll l 

pitt9reDs:e 

$5-.4 
5.4 

$2.0 
$3.4 

Ado12~ed 

$2'0 .. 0 
20.0 

Applicant's basic tiqure was cierived trom its managers' 
best estimate of labor reqiJ,*ed durinq the test period. It . . 
includes an additional $14.,000 per year for labor to implement the 
termination notice provisiohs of its new Tarif! Rule ll. 3 

~ 

Staff's estimate ;~s based on the amount allowed to. 
justify applicant's curren~ rates, updated to current levels usinq 

1 . 

the adjustuent methodolO9Y jadopted in 0.84-11-115· (supra). Staff' 
notes that applicant's payfoll is significantly higher than those 
ot other apparently compar~le utili ties.. . 

~ 

Applicant contends that the $!4,000 increase is needed 
. u . 

because of economic conditions in Santa Paula.. It asserts that 
I 

many customers regularly a~low their bills to go unpaid until 
nearly· the last lDinute bef\re the water is turned off. Most such 

. \ . 

3 . This rule, adopted to comply with Resolution W-3396, imposes 
additional requirements for \tices. of termination for non-payment • 

.\3 - . 
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D.86-07-012 in A.84-07-027, $150 per hour .. ) 
look behind the findings in the decision to 
underlying survey data. 

f also failed to 
the 

's disallowance 
1,.I. ... ~"'C;UI,\,l.'t::1,.I. because of an 

Regarding expert witness costs, 
assumed that the experienced staff was 
imprudent management decision. That 
management could not be faulted if, 

demonstrated. Company 
retirement were 

involved ... 
We have adopted the Q~:~ •• ~~~l,v'S costs of $20,000 per 

year, noting that this figure a cap which may be less or 
more than the disallowance by Staff. 

1988 
1989 

ApQlicant 

$20.0 
20.0 

$14.6-
14.6 

Difference due to attorney 
Difference due to consultanYln house 

$2.0 
$3.4 

Adopted 

$20.0 
20.0 

4. Payroll 
Applicant's basiJ figure was derived from its managers' 

. I 
best estimate of labor required. during the test period.. Xt 
includes an additional $t"OOO per year for labor to, implement, the 
tex:mination notice provi ions. of its new Tariff Rule 11. 3 

Staff's estimA e is based on the amount allowed to 
justify applicant's eur.Jent rates, updated to current levels using 

, • f 
the adjustmentmethodol<>gy adopted in 0.84-11-115 (supra). Staff 
notes thatapPlieant"a.k>a~oll is significantly higher than those 
of other apparently coIiparable utilities. 

I ' , 

I 3 This rule', adopted to. comply with Resolution W-3396, imposes 
additional :equirements for notices of termination for non-payment. 

. \ 

\ 
\ 

\ 

" \ 
\ 
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customers pay on final no~i~e, s~ the;eost is not adequately offset 
by revenue from reconnect~on tees. )'_ 

We are unwilling to. sadd). the maj ori ty of customers with 
such a large cost on behalf of th0;6e who re9'Ularly abuse the 
utility's forbearance. We think;'PPlieant should exercise its 
consiClerable managerial talent to reduce the nu:mber ot slow-paying 
customers, betore asking tor at.tul1 cost recovery. We have 
rejected the applicant's claimttor any extra costs for Rule 11 

implell1entation at this. time. ! 
Applicant contendsl that it is much smaller than the other 

companies cited by the Statf and that diseconomies ot small scale 
justity,its higher payroll feosts. We do, not believe that this is 
an adequate explanation. .Considering that it is part of a multi­
district operation, it shoUld be able to achieve economies ot scale 
comparable to other mUlt1Laistrict companies. Since.applicant has 
not adequately explained{whY its labor costs are higher than other 
companies, we will adoptt the Statf ad.justment. 

, { 
J 

Payroll for Test Year 1988 $ (000) 

l ' ~ ~ App 1~nt S~~kf 
v 

Operations $81 ... 0 
CUstomer Accounts 82~0 
Maintenance 124.0 
'Admin. & General 1.85,0 

Total 
, ... 

$472.:0 
~ 
~ 

~ 
~ , 
I 

~ 
\ 
t 

$ 78.7 
79.4 

120.2' 
179,5 

$457.8 

\ 
\ 

\ 
• 
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Applicant contends that the $l4,000 increase is needed 
because of economic conditions in Sdnta Paula. I~s.serts that 
many customers regularly allow their bills to go/unpaid until 
nearly the last minute before the water is tu~d off. Most such 
customers pay on final notice, so the cost!. not adequately offset 
by revenue from reconnection fees. 

We a::e unwilling to- saddle the ;najority of customers with 

such a large cost on behalf of those who' regularly abuse the 
utility'S forbearance. We think apPlfant should. exercise its 
consid.erable managerial talent to red'\1ce the n1.ll'tlber of slow-paying 
customers, before asking for a full cost recovery. We have 
rejected the applicant'S claim for any extra costs for Rule II 
implementation. at this time. 

Applicant contends tha it is much smaller than the other. 
companies cited by the Staff and that diseconomies of small seale 
justify its higher payroll cos/s. We do not believe that this is 
an adequate explanation. Considering that it is part 0-£ a multi­
district operation, it should be able to· achieve economies cf scale 
comparable to other multi-dlktrict companies. Since applicant has 
not adequately explained" w~ its labor costs are higher than other 
companies, we will adopt the Staff adjustment. 

Payroll tor Test Year 1988 $(000) 
APPlicant Staff p1ffer~ce 

Operations $ Sl.O 
Customer Accounts 
Maintenance 
Admin. & General __ ~ 

~ot4l 
I 

$472.() 

\ 

/ $ 78:.'" 
79'.4 

120.2 
179.5 

$45-7.8: 

- 14 -
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~p .... a ... vr~o_l_l_fox.r_T .. e:K.Is..:.;t--=--xlloleOCOla~x~ ....... wc. $ (000) 
Applicant . Statr Ditferenee 

operations $ 87 .. 0 
CUstomer Accounts 86. .. 0 
Maintenance 132.0 
Admin. «General 197 , 0', 

$ ~.1 
83.7 

128.1 
191.~ 

$ 2.9 
2.3 
3.9' 
5-.8 

'rotal $502.0 $48,7.1 $14.9 

B- , Plant in Service 
Both Staff's and applicant's estimates have Deen updated 

to include recorded 1987 a~itions and retirements. 
, ( 

The ditterencesrtween Staff's and applicant's figures 
result from: 

o Staff's re~ommended disallowance ot a 
portion o~ the cost of two storage tanks. 
Staff claims that the method used. to coat 
the ~ is experimental and argUes that 
the excess cost should not De Dome by the 
ratepayers.. Applicant ela~ that the 
method £s proven and will greatly extend 
both th~ recoating time and. the life of the 
underly;ing tank. 

t 
o Applicant cla~ that more recent 

information demonstrates that one of the 
advance-funded projects will require a 
booster pump at a cost of $30,000 (plus 
associated. mains). Staff agrees .. 

I , . 
o In Account 34S (Serv~ces), Staff's 

projections were based. on a proportion 
between customer.growth and. additions •... 
Applacant's projections are based on its 
capital budget. 

I 
o In Account 346 (Meters), Staff used a 

20-year replaeement cycle. Applicant 
projected requirements for the test years 
under its meter replacement progr~. 

0- InlAccount 348, (Hydrants), Staff estimates 
of company-funded additions were based on a 
recorded relationship between customer 
qrowth and hydrant placement. It also 
allowed $~,OOO tor hydrant replacement. 
Applicant used its own expected 

I 
\' - l5 -
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requirements for the test year. The 
dirference in. the advance fi~es in due to' 
the ciirferent methodolosy ro~estimatinq 
advances. ' I 

o Account 373 (Transportation Equipment) 
differences. Applicant'~ estimates are 
based on its projectedlequirements for the 
test years. staff use a historical 
fi~e., ~ 

o There are two issues!concerninq Account 
372 (Office Furnit~e), expenditures. . 
First,. the companrhad budqeted $S,OOO for 
the purchase of a C level personal 
computer in 1989. Staff argued that with 
the fal.linq prices for such computers., the 
company could pu'rc:hase a satisfactory 
computer for $2/,000. The second involves 
Staff's claim~at a camcorder purchased in 
19S7 for $l,SgO is unneeded. 

o There is alsJ a dispute invol vinq 
retirements./ Applicant's estimate is tied 
to the specific items to be replaced. 
Staff's es~ate is based on the ratio of 
recorded retirements and recorded 
additions,/with the latter element supplied 
by Stafr's estimate of additions. 

Tbe fOllOWini tal:>le shows the differences between 
applicant's and Staff' revised estimates for total plant as shown 
in the final ·comparis n exhibit: 

- 16 -
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Ann11scAn:t staff ~1f:t~t~nsc~ 
$(000) 

, ' 

Ena.-of-Year 
1987' Plant $6,633.1 $ 81.2 

J3.U. 

Additions 674.6 323.7 

Retirements (62.7) (25 .. 2) (37.5) 

End-of-Year 
1988: 7,245.0 &,877 .. 6 367.4' 

.un' 
Ada.itions 850.1 343 .. 0 507.1 

Retirements (61.7) (25 .. 0) (36.7) 

End-of-Year 
1989 3,033,.0 . 7,195 .. 6 

1. Reservoir coaling Costs 

837.4 

,. 
Applicant's case and Cherry Hill reservoirs were coated 

in 1985, and 1986. Suiff contended that $34,115 and $46,997 of the 
coatinq costs respectively should be disallowed because applicant 
used a non-solventpJlyurethane (poly-u) coating rather than the 
more usual and leSSt~ensive epoxy or coal tar enamel coatings. 
It is conceded thatjno other utility has ever used this material to' 
coat the inside of a water tank. 

APPlica.nJ contends, however, that this material is 
superior to epoxy br coal tar because of its characteristics as a . \ 

coating material. J The company called a recognized.expert in the 
field of coating materials who testified that a forty-year life for 

. ull be .. sucll a coatl.Ilg wo d a very conservatl.ve est:unate. The 
t . 

extraordinary life of the coating is expected to prolong the life 
I 

of the tank structure. J:n addition, use of this coating is 
expected' to redrlce the number of times the structure' must be 
sandblasted and(,:ecoated during its life • 

\ - 17 -
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In addition to the econom.ic saving. achieved :by reducing 
the need for a labor-intensive recoating p;pbess, applicant's 
evidence indicated that use of a long-livea coating 'has 
environmental advantages.. The coating l..ri'dustry is :becoml.ng more 

If 
and more aware that sandblasting posesjSiqnificant environment 
hazards which could endanger the healpb. o·f nearby residents. It is 
possible to prevent most of the san~and old paint from :being . 
exhausted into the air. Staff did~ot consider the very high costs 
of containing the debris fro~ sandblasted epoxy or coal tar 

/. 
I 

Applicant's evidence shows that the coal tar coating is 
so noxious that workers applYin~ it must use :breathing protection .. 
Even with a protective coating{, their exposed skin will be severely 
irritated at the enc1 ot the ,~rkinq day. Staff did not consider 
the advisa:bili ty of releasinp such solvents into. the air.. In 
contrast, the poly-u coatin9' does not release any solvent into the 
atmosphere. 4 We find this/to :be a significant advantage over 
coal, tar e,namels. I 

Sta:f:f claims that using- the more expensive coating makes 
customers bear the entirJ risk of failurea It also claims that, 
since Santa Paula.'s wate~ is not unusually corrosive, there was no 

I 
reason not to use conventional coatings. Staff contends that 
allowing the company's ~laims would impose all of the risk of an 
unproven venture on thi ratepayers. It also, contends that there 
was a c:o~lict of inte~esti one of the projects was pertormec:1 by a 
subsidiary which spec~~ized in the application of such coatings. 
Staff also-notes thatfthe company did not go through a competitive 

• 
l:>iddinq process :!or Tther project. 

I 
! 

4 It is applied b~ mixing two solids at or just above the surface 
t~ be coated. I 

\ 
- la, -
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Applicant's decision to. use an untried coatin~ was not 
imprudent. It had more than enoug~ eVide~~ to- indicate that Po.ly­
u would last almost indefinitely, and wou1d consequently save 
fUture customers the cost ot several ree'oatin~s. In such a 
context, the environmental and workpli.6e safety effects were 
frosting on the cake. 

This does. not mean that ts ratemak.inq proposal is beyond 
criticism. - ected economic benefits will 
not be realized by this qenerat' n ot ratepayers~ Yet, the utility 
has asked today's ratepayers t pay much o.f the extra costs o.f the 
superior coatin~. Statf is a so correct that there is some chance 
that the coatinq will not ha e the expected long life. Even if the 
risks of early tailure are _ t as siqnificant as Staff claims, the 
decision to use poly-u tm es some risk on customers. As Staff 
claims, we need a :better w y to allocate both benefits and risks 
between shareholders and ustomers. 

On the other d, the staff P~l::'oposal to disallow the 
extra costs is not an ap ropriate respon:EOe to the problems it has 
dia9'llosed. Disallow~an does not share rinks; rather it creates a 
certainty that appli will never recoup its added investment, no 
matter how well the coting performs. Nor will disallowance shift 
burdens from today's r tepayers to the 9:enerations who will beneti t 
economically from the roduct's long lif~. Instead it shifts them 
to stockholders. 

ce would send a message to applicant and all 
other utilities--nev r innovate, no· matter how great the potential 
benefit to consumers In our opinion, we should encourage, rather 
than discourage, ut' i ties to look for ways to reduce maintenance­
and extend property lives. 

Applicant's failure to obtain three bids is excusable; 
applicant's testimony that there were not 

three coating con actors competent to apply poly-u. The use of a 
subsidiary- might j stify disallOWing the inter-company profit from. 

- 19 -
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the transaction. However, Staff did investigate to determine 
whether there was a profit." 

We have therefore rej A~~"'~ the staff's proposed 
disallowance, despite the in the utility position. 

2. Pmppinq Egp,ippent 

More recent intorma 
projects tunded by advances 
$30,000 addition to Account 

. original estimate. Staff 
3. Kain§ 

indicates that one of the 
require a booster pump. This 

was not included in applicant's 
applicant agree on this point • 

The joint indicated a need for 
additional mains to su'o~::>r1:lthe booster pump installation. Staff 
and applicant agree. allow the additional funds. The 

handling advances: since 
advances, the higher 

to the dispute over methodoloqyin 
rejected the Staff reasoning on 
be used. 

pitferen~ 

'. w.a 

S;taft 
$(000) 

• 

company !Unded 
Advances 

Total 

~ 

Company fUnded 
Advances 

Total 

4;. -Serviges 

I 

$167.S 
244,2-

$411.7 

$171.0 
345,8 

$5:1.6-.8 

$ 83.8 
101.1 

$184.9 

$ 850.5 
101. 2' 

$J.87.0 

$- 8~.7 
1.43.1 

$22-0.8 

$- 85.5 
244',6 

$329.8 

Differences in the company funded additions are due to 
Staff's use of a 3-ye recorded relationship' of additions to 
customex: growth while applicant relied on its capital budget. 
Applicant is willing 0 accept the Staff's higher fi~e which is 

- 20 -
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adopted. Differences 
different methodology 
lWJ. 

in the advances portio are again clue to the 

Company funded 
Advances­
Contributed 

'rotal 

tor estimatinq aclvances. . / 
App11can~ Start 

$ 20.0 
69.8 

$(0.00) 
I 

$23 .. 5 

25-.0 2S.Q 

/;

28.9 

$114 .. 8: . $77.4 

Di::erenee 

$(3.$) 
40.9 
~ 

$l7.4 

5. Account 3Z,3 - Transportatlon Equipment 
t' 

Applicant's estimates a~e based upon its projected 
requirements for the test years .. iStaff reduced applicant's 

" estilnates, relying on a ratio of! the annualized recorded J.l-xnonth 
I, 

additions to applicant's estilDaste of 198.7 additions .. 
1,-

appliCant Statt pi:fer~nce Adopteg 

1.988 
1.989 

$23.0 
20.0 

~(OOO) . 
l 

j$J.6. J. 
¥ J.4.0 
:; 

$6.9· 
6.0 

$23.0 
20.0 

The staff witness/contended that win view of the size of 
the utility, Staff believe~tthat the utility'S request tor some 7 

~ . 
to· 8 Vehicles over the three-year period (198:7-1989) is 

~ excessive .... * r. 
Applicant has 7!or a vehicles which were purchased in 

1980; it plans to replace~all of them durinq the test period. 
..1 . Appl:z.cant argues that the age of the veh-J.cles and not the 

j 
size of the company is the valid criterion to· use for determininq 
the vehicle replacement Fequirements. Applicant also argues that 
Staft's metbodolO9Y is illoqical. It argues that it delayed 
replacinq some of the v~icles in 1987: this increased the number 

.I 

of vehicles needing rep'lacement. 
i 

Since these vehicles are fully depreciated even under 
I 

staff's proposed. depreciation schedule, it should at least have 
~ 

inquired about their physical condition before predicting' that they 
can economically rema~n in service. While we recognize that it 

I 

, 
\ 
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sometimes makes economic sense to continue to uSjIVehicles which 
are fUlly depreciated, there is no hint that suoh special 
circumstances apply here. J' 

We have adopted the applicant's !i~es. 
6. Meters 

Staff criticized the utility for. the abnormally large 
alIlount of water it could not account for, in excess of 14%. 
Applicant contends that this water is n lost, but that local . 
water conditions (high iron and manqanqfse) make even relatively new 
meters run slow. It ha~ agreed to ~c~Pt a much lower Unaccounted­
for-Water estimate for ratemaking p~oses, unless the funds it 
plans to spend for new meters are d~llowed. Staff has not 
attempted to rebut the testimony l~ng water conditions t~meter 
life. Nor has it attempted to r~ond to the company's dia~osis 
of the Unac.counted-for-water pro]:) em. When Staff recommends that a 
utility reduce Unaecounted-for-W ter, it should allow for the 
expense or investment needed to /reach that g'oal • 

Also~ Staff, relying on industry praetice~ criticized 
applicant's new policy of rePlfcing rather than rebuilding old, 
large size meters. Applicant elaims that Staff's information is 
outdated. Its evidence indicJtes that rebuilding old meters is 
impractieal because of the dikficul ty of obtaining spare parts. It 
also argues that the procesS/iS labor-intensive and hence no- longer 
cost-effective. Staff did ~t attempt to determine whether in fact 
its knowledge of industry p act ice is outdated. - . 

There is evidence to support a finding on eaeh of the 
company's allegations. Th;re is no evidence to adequately support 
contrary findings~ We hav therefore adopted the company position. 

7. JlYdr;mts 
company proposes to spend more on 

hydrant head replacements in previous years. The expenditures 
will amount to $10,000 in 1988 and 1989. Staff proposed to halve 
this SUl'!I.. Applicant show d that its plan to speed up replacements 
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somet~es makes economic sense to continue to use vehi~es which 
are fully depreciated, the~e is no hint that such sp¢ial 
circumstances apply he~e. / 

We have adopted the applicant'3 figure • 
S. Heters / 

Staff criticized the utility for t~ abnormally large 
amount of water it coulQ not account for, ~ excess of 14%. 

Applicant contends that this water is not;1ost, but that local 
water condition$ (high iron and mangane~) make even relatively new 
meters run slow. It has agreed to acc~t a much lower Unaccounted­
for-Water estimate for ratemaking p~1 ses, unless the funds it 
pl4nS to- spend for new meters are d' llowed. 

We have therefore allowe in full the capital costs of 
applicant's plans to reduce unacc~nted-for-Water. 

7 • Hydrants / 

Staff notes that the dompany proposes to spend more on 
hydrant head replacements than/in previous years. The expenditures 
will amount to $10,000 in 1988 and 1989. Staff proposed to halve 
this sum. "Applicant showed ~hat its plan to speed up replacements 
is in response to-'a formal iequest from the local fire department. 
Staff has given us no reas to question the judgment of the local 
fire department. We will dopt the applicant's figures. 

8:. Hains 
Under its fox:m r owners, applicant was willing to serve 

custome~s using stret~h s of 2- and 4-inch mains. It now proposes 
to accelerate replacem nt of these mains, spending $1&7,000 in 1988 
and Sl71,000 in 1989. Staff recommends that we allow only amounts 
consistent with a pr~or three-year average. Applicant points out 
that it is commonl~/accePted- that smaller mains are no longer 
acceptable forfir~lOw and service reliability. It also notes 
that customers, +icularlY those se~ed by 2-inch mains, complain 
of inadequatepre$sur& for normal household use • 

I 
\ 
\ 
I 
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is in response to a formal request from the local fire department. 
Staft has given us no reason to question the!j udgment of the local 

fire d:~~. We will adopt the aPP1~t's figures. 

ODder its former owners, app~cant was willing to 
serve customers using stretches of 2- pd 4-inch mains. It now 
proposes to accelerate replacement of1thesemains, spending 
$167,.000 in 1988 and $171,000 in 19~. Staff recommends that we 

. allow only amounts consistent with~ prior three-year aver~qe. 
Applicant points out that it is CO~Only accepted that smaller 
mains are n~ longer acceptable fo~ fireflow and service 
relia))ility_ It also notes that/ customers, particularly those 
served by 2-inch mains, compla:Uh of inadequate pressure for normal 

I 
household use. I 

The replacement pro~am is supported by the local fire 
department... J 

Our policy is to ~courage all utilities to use 
reasonable diligence in re~acing undersized mains, particularly Z­
inch and smaller mains. wJ also encourage utilities to consider 
the input from local fire~UthOrities concerning the need for 
fireflow. We have thereffre adopted the company position with a 
finding that priority should be given to those mains that severely 
restrict fire flow or g~/erate consumer service complaints. 

9. camcorder 
~he applicant purehased·a-eameorderin 1987- for~$lSOO for 

use in its safety progJ;'am. Statf seeks to disallow the 
I 

expenditure. It questions whether the item was needed,. arguing 
that water companies ~e not hazardous enterprises. It argues 
that, if a camcorder Jas needed, it should have been purchased by 

I 
Park for use by all of Park's california systems. 

Applicant ~sponds that the purchase was recommended by a 
well-known utility c~nsultant as part of a proposed safety program. 
~he recommendation was seconded by applicant's insurance broker as 

\ 
\ 
'\ 
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The replacement proqram is supported by the local 
department. 

Our policy is to encourage all utilities to use 
reasoMhle diligence in replacing undersized mains, parti.CUlarly 2-
inch and smaller mains. We also encourage utilities t~onsider 
the input from local fire authorities concerning th~eed for 
fireflow. We have therefore adopted the company pO'sition with a , 
finding that priority should be given to those mains that severely 

.I' . 
restrict fire flow or generate consumer service complaints. 

9 . Camcorder / 
The applicant purchased a camco5ler in 1987 for $l5-00 for 

use in. its safety proqram. Staff seeks ,'t!o disallow the 
expenditure. It ques.tions whether the;'i tem was· need.ed., arguing 
that water companies are not hazardous enterprises. It argues 
that, if a camcorder was needed, it/should have :been purchased by 

Park for use by all of Park's Cal;i.;fornia systems. 
Applicant responds thatfthe purchase was recommended by a 

. I 
well-known utility consultant u part of a proposed safe.ty proqram-. 
The recommendation was:':seconde8 by applicant's insurance broker as 
a means to improve apPlican7t/s workers' compensation claimS 
hist0l:Y. 

Applicant has u7ed the camcorder to· per.mit review of 
worker practices in operations which involve hazards to life or 
property. It notes that! in one main blowout I the camcorder was 
also useful .in malting J contemporary record' of the damage- to the 
property of others. ~ suggests that having such a pictorial 
record could help .it/to avoid spurious tort claims. 

We rejectjthe Staff's opin1on that water companies are 
not hazardous enough to· require expenditures on safety. In fact, 
applicant's own exPerience with worker's claims suggests that at ,-
least a moclerattevel o£expencliture is justified. on. purely 
econom£c qJ:7' St4ff's argument that park should maintain 

/ 
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a. means to improve ~pplieant's workers·' compensation claims 
history. . I' ' 

Applicant has used the camcorder to permit review ot 
worker practices in operations which involve hizards to lite or 
property. It notes that in one main blOWOU~/ the' camcorder was 
also· use~ul in makinq a contemporary reeord! of the d.amage to the 
prope~ of others. It suggests that havi~g such a pictorial 
record. could help it to avoid spurious tcfrt claims. 

We reject the S~ff's oPiniO~that water companies are 
not hazardous enough to require expendJtures on satety. In fact, 
applicant's own experience with worker's~laims suggests that at 
least a moderate level of expenditure' is justified on purely 
economic ground.s. Staff's argument/that Park should maintain 
custody of a camcorder on behalf 01 all the systems is ill- ' 
conceived~ as appliCant points out/, a round trip for a single use 
of the device would require 175 mlles of travel. 

We have adopted ~e U~lity position • 
10. computer Purchue 1 

Applicant has Dudgeted $$,000 for the purchase of a new 
personal computer. Staft cla~ that an adequate machine can be 
purchased for $2000~ Staff de1ines an adequate computer to be an 
XX-level IBM compatible with a monochrome monitor and a 20 megabyte 
hard disk. Applicant respoJds that we should defer to the 
judgment of its executives c~neerning its operational needs. It 
has· not specified the kind 'off 'systa which it ':i:ntends 'to,' purchase~ 
Nor has it specified the ta~ks for which the computer will be used. 

I 
The Staff-specified system is a standard bUsiness 

machine~ while not state oi the art, it has the capability of 
running most of today's po~ular business programs. The bud.geted 

I 
sum, on the other hand, would buy a far more powerful system. 
Applicant has not identifi1kd any application which would utilize 
even a fraction of the capabilities of such a computer. We have 

I 
consequently disallowed all Dut $2,000 of the proposed cost. 

. . I 

\ 
\ 
\' 
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custody of .. camcorder on behalf of all thE> systems is 1/' 
conceived.~ as applicant pOints out, a round trip fora/single use 
of the device would require l75 miles of traVV1. 

We have adopted the utility position. 
10. ~mputer Purchas(t 

Applicant has budqeted $$,000 fo~he purchase of a new 
personal computer. Staff claims that an adequate machine can be 
purchased for $2000; Staff defines an a~quate computer to be an 
Xor-level IBM compatible with a monochrime monitor and a 20 meqabyte 
hard disk. Applicant responds tha~e should defer to the ' 
judgment of its executives concerninq its operational needs. It 
has not specified the kind of systfem which it intends to purchase. 

I 
Nor has it specified. the tasks for which the computer will De used.. 

I 
The Staff-specified ~tem is a standard business 

machine; while not state of tie art, it has the capability of 
I 

running most of today' s pop~ar business programs.. The budgeted 
sum, on the other hand, wowld buy a far more powerful system. 
Applicant has not identif~d a~y application which would,utilize 
even a fraction of the c~ilities of such a computer. We have 
consequently disallOW~, all but $2,000 of the proposed cost. 

ll. Retirements 
Applicant's estimate is tied. to its proposals for 

equipment to.· be replaced.. Staff's estimates. are based on a 
recerded. relationshi~ of retirements to. additiens. 

We have ~opted applicant's methodology. Our analysis 
ind1eate~ that thelitem-by-item review conducted by applicant 

:J 
should produce a;nore realistic predictien of cQnd~tions during the 
test and attrition years than Staff's methodoloqy. 

I c. Depreciation . 
~he difference between applicant's and Staff's estimates 

of depreeiAtioh expense is due to differences in the estimate of 
f 

the depreciation rate for certain account$ and differences in the 
/ 

estimates Of/the pl.ant balances to which these rates are applied. 
t 
1 

i . 
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• 11. Retirements 
Applicant's estimate is ti~d to its proposals for 

, I 
equipment to be replaceQ. Staff's estimates ~re based on a 
recorded relationship of retirements to' add~'ions. 

We have adopted applieant~s methodology. Our analysis 
indicates that the item-by-item review co~ucted by applicant 
should produce a more realistic predict~n o~ conditions during the 
test and attrition years than staff's m~thodoloqy. 
c. pepreciation L . 

The difference between appZicant's and Staff's estimates 
of depreciation expense is due to differences in the esttmate of' 
the depreciation rate for certain iccounts and differences in the 
estimates of the plant balances tl which these rates are applied. 

~ 

~ ~pli~aDtl Stat: I $(000) 

santa Paula 
Main Office 

Total 

~ 
santa Paula 
Main Office 

S160.7
J
l $14&.3 

23.7 23.7 
i 

$184.4 

I 
$1~~:~ 

.I 

$170.0 

$l53.6 
24.7 

pitferenc~ 

$l4.4 
0.0 

$14.4 

$23.4 
0.0 

$23.4 Total $2~.7 $178.3 

Applicant and Statt disaqree on the depreciation rates 
for the followinq account~: 

Account 1 bPpli2ant 

315 Wells 3.52% 
332 Water Treatment quipment 3.45% 
342 Reservoirs & Tanks 1.86% 
373 Transportation Equipment 11.84% 
372 Computer Equipment' . 32.26% 

I 

1. Wells I 
I 

Staff 

2.41% 
l.93% 
1.83% 
8.52% 

14.99% 

In estimatinq I~e lives of wells (Account 3l6) , Staff 
used. a 40-year lite. '!his is the upper limit of the lite ranqe.set 

1 
I 
\ 
\ 

\, 
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~ A'O'Oli..£~n:!;; ~::ff pifference 
S(OOO) 

Santa Paula $l50.7 S146-.3 
Main Office 23.7 23.7 

'l'otal $l8"4.4 $l70.0 

lli.2. 
santa Paula $l77.0 Sl53.6 
Main Office 24.7 24.7 

Total $20l.7 $23.4 

Appll.C:Ant Ancl Staff clisA::L:~e cleprec:l.At1on rates 
for the following accounts: 

Aecount . Staf~ 

315 Wells 11.52\ 
332 Water Treatment Equipment 3.45% 
342 Reservoirs & 'l'anJcs 1.86% 
373 Transportation Equipmen ll.84\ 

1. Welle . . 

2.4l% 
1.93\ 
1.8·3% 
a.52% 

l4.96-% 372' Computer Equipment L' 32.26% 

used a 40_;:;S~~~in:hi~ej~i::: :;~:l~~i~e:~~~e 3~~~~ !:::: set 

forth in Standard'Practice/U-4. Applicant proposes a 30-year life 
based on experience. The/Staff witness complicated: the ci"iscuss·ion , '. 

by considering the life of the Santa Paula Creek diversion 
facilities in his ealcutation. The figure we have· adopted is for 

/1 

wells only. l 
'I 

. We have adop·ted. applicant's shorter lives. Its position 
is. based on its expe:dLence with wells in the area. Staff has not 
provided us ~th evidence to· support a finding that the average 

.11 

well ~ll be in se~ice for a longer period. If our projection is 
j~ 

too pess.imistic" it can be corrected under the remaining life 
principle. Eithe~staff or applicant could initiate a remaining 

. ~ 

life review in any rate case. As a practical matter r we woul~not 

- 25. -
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// 

forth in Standard Practice U-4. Applicant proposes a 30-year life 
based on experience. The Staff witness compl;~ated the discussion 
by considering the lite of the santa Paula Creek diversion 
facilities in his calculation. The figure,/;I~ have ,adopted is tor 
wells only. / 

, . v 
We have adopted applicant's sh~rter lives. Its position 

is based on its experience with wells in the area. Staff has not 
provided us with evidence to support ~/finding that the average 
well will be in service for a longer ,period. It our projection is 
too, pessilnistic, it can be correctedlunder the remaining life­
principle. Either staft or applicarit could initiate a remaining 
life review in any rate ease. As i' practical matter, we would not 
expect that either party would in~iate a review without a strong 
indication that the adopted liveJ are wrong'. 

;J 
2-. water Treatment Egp,ipment 

In this instance, appX'icant adopted'the 20-year life used 
in the prior decision, D.84-11~15 for Account 332 plant. The 
Staff witness reviewed the kinds of equipment used by applicant and 
determined that a 3'O-year lit'; would be appropriate. He did not 
inspect the plant. Applicant: argued that without an inspection, 

/' 

the witness had insutficient;;foundation to predict a 30-year lite. 
Findings in 

judicial proceeding. 
theoretically subject 

" rate proceedings are unlike findings in a 
,\ 

Such findings are not res judicata and are 
) 

to relitigation in subsequent rate cases. As 

practical matter, however, ~t can be wasteful and inefficient to 
reconsider depreciation ofJ~ong-lived equipment with each 
successive general rate case. Here Staff has not made a remaining 
life evaluation of the actual equipment~ it has not suggested that 

\' 

there was a flaw in the wa.y the prior decision was reached ~ and it 
has not claimed any change; in circWnstances since the prior 
decision. It simply seekS' a different outcome • 

.. 
We will therefore use the 20-year life adopted in the 

~ priord.ecision .. 
t: 
" 

'I' 
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expect that either party would initiate a review wi thou a 
indication that the adopted lives are wrong. L 

2. WAter Treatment Equipme~ 
In this instance, applicant adopted th 20-year li'£e used , 

in the prior decision, 0.84-11-115 for Account/~32 plant. The 
Staff witness, reviewed the kinds o·f equipment/used by app·licant and 

dete~ned that a 30-year life would be ap~priate. He did not 
inspect the plant. Applicant Argued tha~ithout an inspection, 
the witness had insufficient £QUndatz:;'on . 0 predict a 30-year life. 

Findings in rate proceeding are unlike findings in a 
judicial proceeding. Such findings e not res judicata and are 
theoretically subject to, relitigai"/n in subsequent rate cases. As 

practical matter, however, it can e wasteful and inefficient to 
reconside~ depreeiation of lonq- ived equipment with each 

I 

successive general rate case. ,.ere Staff has not made a ~emainin9' 
life evaluation of the actual/equipment~ it has not suggested that 
there was a flaw in the way ~e .. prior deciSion was reached~ and it 
has not claimed any change ill circumstances since the prior , 
d.ecision. It simply seeks,. different outcome. 

We will theref01e use the 20-year life Ad.opted· in the 
prior decision. I 

3. tOUlputer Equipment 
Staff has recobnended a 10-year life for computer· 

,1 
equipment, elaiming ~ modern electronic equipment whi.ch survives 
the burn-in period is likely to be serviceable for long periods. 
Applicant relied on SJaff's stipulAtion in the CentrAl Basin case 

~ 

(0.86-11-022', supra) ,that a &-year life was proper. 
Staff seeks to relitigate a question which the Commission 

has already decided In a proceeding conce~ng applicant's other 
company. The Staff cUd not show My reason why either the 
applicant (and ul' tely its ratepayers) or taxpayers should pay 

issue other ~ the fact that Staff has changed 
In the· absence of 'any 

- 26 -



• 

• 

• 

K_S7-09-035 ALJ/JCG/jc 

3. / 

a lO-year Life for computer 
equipment, claiminq that modern electroniJ equipment which survives 
the' burn-in period is likely to ))e servi6eable tor long periods. 
Applicant relied on Staff's stipulation¥in the Central Basin case 

I.' 

(D.S6-ll-022, supra) that a 6-year life was proper. 
Statf seeks to relitigate,l question whien the Commission 

has already decidec:l in a proceedin9:/concerning applicant's other ' 
I 

company. The Staff dic:l not show aily reason why either the 
r 

applicant (and ultimately its ratepayers) or taxpayers should pay 
l 

to relitigate this issue , other than the fact that Staff has changed 
, , 

its mindabou.t the prior stipu.lation. In the absence of any 
v 

showing that the stipulation w~s based on some excusable mistake or 
'f 

of changed circumstances, we will adopt the prior finding. 
4.. :iOic1e§ / :, 

Applicant wishes to use an eight-year lite for vehicles 
in Account 373, claiming ~ peculiar local conditions5 wear out , 
its vehicles quickly. Staf,;f, apparently relying on general 
knowledge rather than any p~ieular expertise, claims that modern 
vehicles have longer servi~e lives. Its witness apparently has 
never examined the VehiCl~ which applicant wishes to replace. Nor 
has it attempted to consider the experience or practices of other 

• 
fleet managers. This is another instance where we need more 
support for a staff OPini:~n.. We have adopted the utility position. 
D.. IncOJlle Tax .! 

I 

The tables whiCh follow illustrate the difterence between , 
Staff anc:l applicant estilD.ates of the income tax applicant will pay .. 

J 
I 

, 

5- Among these were the 'need for extensive rural anc:l off-roac:l 
travel.. Applicant also runs vehicle engines to provide job site 
lighting.. "" 

' ... 
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showLng thdt the stipulation was based on some excusable mistake ~ 
of changed circumstances, we will adopt the prior finding .-- -7 

4. Vehl,clAA /. _ 
Applicant wishes to use an eight-year life foyehicles 

in Account 373, claiming that peculiar local conditi~- wear out 
its vehicles quickly. Staff, apparently relying on/general 
knowledge rather than any particular expertise, c)iims that modern 
vehicles have longer service lives. Its witness'apparently has 
never examined the vehicles which applicant w~hes. to replace. Nor 
has it attempted to consider the experience;6r practices of other 
fleet managers. This i$ another instance/~here we need more 
support for a Staff opinion. We have adopted.the utility position. 
D. Income Tax I 

The tables which follow ill~trate the difference between 
Staff and· applicant estimates of the/income tax applicant will pay • 

5 Among' these- were the need: for extensive rural and off-road 
travel. Applicantl also :uns vehicle engines. to.. provide job· site 
lighting. I 

I 
i 
j 
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• 
Item 

TOtal ~enues 

• TABLE m 

SANTA PNJLA WJam ~RKS, IlID~:. '" 
1988 « •. 

INo::ME TAX' 
($000) 

• 

$1,66a.7 $2,123..7 $1,668.7 $2,.J.23.0.7 $1,.668".7 $~,.0'73..2 

:ecpenses r- --------_ 
Operations & Maintenance 8027s----a,o.3.S 788.50 789.$ 797.0' 797.9 797.8 
Aclmini.strative & General 607.9 607:-9~98.0 627.1, ' , 627 .. 1 6Z7 .1' Q7.1 
hi Valorem 'l'aXes 42.5 42.5~ 40.2 4Z~$ 4Z.~ '4Z;,5-
Payroll Taxes. 37.2 37.2 36.0 --........... 36.0 36.0 36.0' 36.0. 
Refund OVexcollection 0 .. 0 (6S.2) 0.0 (6S..2J 0.0' 0..0 ' 0..0." 
Unbilled PJ:N. Mj. 0,0 0,0 0,0 0,0' 0,2 OtO 0R.Pt .:,' 
SUbtotal' 1,490.1 1,425.9 1,462.7 1,422.2' 1-;OSOZ.& 1,50),.51,.487 .4" .~ .. 

202.4 202.4 186.4 186.4 20~292" 201;0: .... · ... 
Deductions 

CA 'I'aX Depx:eciation 
Interest 

CA TaXable Inoome 

CCFT 

Deductions 
Fed .. Tax Depreciation 
Interest 

FIT Taxable Income 

FIT (Before Adjust:%rent) 

Prorated MjlJSbnent 
Investment Tax Cr:edit 

Net Federal Income tax 

25 .. 3 25.3. 92 .. 6 92'.6 102~1 102'..l ,102.4< 

(49.1) 470.1 (73.0) 422.50 (J.38..4) , 265'.2' . ~~6-'( " 

25.5 ' ' " ": , 
(7.0) 40.6 (13 .. 3.) (4.7) 45.1 

187.7 187 .. 7 172 .. 0 172.0 187~7 . J.S.7 .. 7 
25.3. 25 .. 3 92.& 92.6- 102.1 102.1 

(29.7) 439.7 (51.6) 396.3 (110.4) 254.5-

(13.7) 202 .. 3 (23.7) 182.3. (50 .. 8) ll7.1 

(11.8) (ll .. 8) (11.),) , (11.3) (ll.8) (11.8)' 

($25 .. 5) $190.5 ($35.0) $171 .. 0, ($62.6) $lOS.3 $76..$ , 
, . 



• • • > .. 
CO'. ,.' ...,. 

TABIE m I . 

0. 
\O~ 

SANrA PADIA WATER ~RI<S, L'I'O .. 
,I,,,,, 
o· . 

1988 ~;'" \1\' 

INCQttE' TAX 
($000) '" >; 

t:"'. 

!ltllitv ~" MS3!ted 
~:,: 

by:t,boriw;:J 'Co. .:~: 

Item Present Proposed Present Proposed Present Authorizecl @ "l'PA-86: ,n:':', c,· 
........ ';' 
'-'" .. 
(,) 

$2',.123, .. 7 $1,668..7 $1,668.7 $2,123 .. 7 $1,.668. .. 7 $2,091.7 $2,0S7.5, ' , .. 
Expenses 794.7 ' Operatioos & Maint:enaD::e 803 .. 5 793~9 794.8· 

J\dm:I.nistrative & General 603 .. 4 603.4 603.4 

M ValOteD. Taxes 42.$ 42.5- 42.5,' 

Pay.rcll '!'aXeS 37 .. 2 36.0 36.0 36.0, 

Retund· ovexeoUection 0.0 0.0 0.0 0.0 
Unbillec\ReV'. Mj. QI2 QI2 2.2· QI2 , (l.~. 2)" ~' 

SUbtotal 1,490.1 1,425. .. 9 1,475.& 1,476.7 1,460.6 ." 

N 
DeductiCl1S 

co CA 'l"<sX Depreciation 202.4 202.4 186.4 202.4 201.0 .. · . 

Interest 25.3 25.3 92.6 101.8 102.'1:,: 'l : 
" 

CA ~le Incane (73 .. 0) 446 .. $ (111.. 310.9 t'" (49.1) 470.1 29~, . , 

CCFr (4.7) 45.1 (7.0) 42,.9 (lO.7)~ 
Deductions 

137.7 187. 186.~ I···· Fed. TeX' Depreciation 187.7 1S,7.7 172'.0' 172 .. 0 
Intexest . 25.3 25.3 92.6- 92.6 lOl.S lOl.~.l ..: 

FIT' Taxable Incane (29.7) 439.7 (51.6) 418.0 ( 85.9) 295.8 281.2"1 

FIT (Before Mjustment) (13.7) 202 .. 3 (23.7) 192".3 (39.s) 136.0' .0 t',;,· \ ' 

Prorated Mjusbilent 
',' ... ", .. ''''',' 

Investment Tax creclit (U.S) (U.8) (11 .. 3) (11 .. 3), (11.8) '. (11..8) (7 

Net Federal Inoane tax ($25 .. 5) $190.5 ($35.0). $181.0 ($51.3) $124.2" $88.3 



• • TABLE IV • 
s:AN'J:A PNJIA WATER ~RKS, x.::t'D .. 

1989 
INo:HE tAX 

($000) 

staff' Adopted. 

Item Present ~ Present Propooed Present AUthorized. 

'total Revenues $1,.691.2 $2,.299 .. 3 $1,691.2 $2,.,299.3 $1,.691.2- $2,167.9 

~ 
823 .. 9:','-" " Operations. & Maintenance 835 .. 3 821.2 82~.~ 823.9 

va & General 640 .. 4 655 .. 4 660.8> 660 .. 8 660.8· 
47 .. 4 41.5- 47A' 4~.4 47.4 

'l'axes 8 36 .. 7 36.7 36.7 3&;7 ,'::,\ 
:Refund OVercoUection O. 0.0 0 .. 0 0 .. 0 0.0> :_. 
unoilled 'PJN.. Mj .. QIQ 2.2' 2.Q ~Q (~~O) 

.-

SUbtotal 1,560.9 .8 1,.567 .. 9 1,568 .. 8 1~5..s: "." .. 
IV 
\0 Deductions 

CA. 'l'aX Depreciation 213 .. 2 2U.2' 187.7 187.7 2lJ. .. 2 
Interest 18 .. 9 18.9 91.8 91.3 105.1 

. '. 

~ Taxable :tncoloo (100.6) 506 .. 3 (117 .. 2) 465 .. 0 (l95 .. 0) 274;.3··· .. ; ~, 

" . r'·, ' ~. 

CCET (9.7) 48.6 (ll .. ~) 44 .. & (18 .. 7) 25.5:' -' 

De4uc:tiQns 
Fed .. Tax Depreciation 202.9 202.9 178.0 178 .. 2- 202.9 202.9' 
Interest· 18 .. 9 18.9 91 .. 8 91.8 105.1 105.1 

Fl'I' Taxable Income (80 .. 6) 468.0 (96.4) 429 .. 8 (166..0) 264 .. 1 

FIT' (Before Mju:strnent) (37.1) 215 .. 3 (44 .. 3) 197.7 (7&.3) 121 .. 5 

Prorated. Adjustment 0.0 0.0 0.0 0-0' 0 .. 0- O~O 
Invesb'ncnt Tax c:rectit (13.7) (13.7) (12~1) (12'.1) (13.7) (13.7) 

Net Federal Income tax ($50.8) $201 .. 6 ($56.4) $185.(5. ($90 .. 0) $107.8 



• • 
SMm. PADIA WATER:~, t:l'O .. 

1989 
INc:a-re TAX 

(SOOO) 

• > . 

,"' >.", 
_________________ ~_:_------~-~--------------~--#..w'C,'!::' 

Utilitv Staff MootEd Aut;horized ., ./" 
Present Pxoposed' Present Pxoposed Present AUthorizecl @'l'RA-86 ~'I'; C:v',,< 

--------------------------------------------,.,.< .. . .......... .':~:>I: 

~~'-------­
~ 

OperatiCl'la & ~ 
ladministrative & General 
Ad Valorem. Taxes 
PayxoU T8XeS 
:RetI.n:t ()vexo:)llection 
'Onbilled 'ReV'. klj. 
SW:rtotal . 

Deduct1Cl'lS . 
CA TaX Depreciation 
:rntexest 

CA 'naXable . Ino:rne 

0CF1' 

Deductions 
Fed.' Tax Depreciation 
Intetest· 

FIT ~le Incane 

FIT. (Before Mjustment) 

Net Federal Ino:.ne tax 

$1,691.2 $2,.299 .. 3 Sl,691.2 $2',.299 .. 3 

s:t4-.~5.3 820.0 821.2 
640 .. 4 ... 0.4 630 .. 7 660.7 

47.4 4~5 41.5-
37.8: 37.8 36.7 36.7 

0 .. 0 0.0 . ~ 0.0 
0.0 0,0 Q.O~ QI2 

1,559.7 1,560.9 1,528 .. 9 .. 1 

213.2 213.2 187.7 187_7 
18.9 18.9 91.8 91_8 

(100.6) 506.3 (117.2) 489.7 

(9.7) 48_6 (11 .. 3) , 47.0 

202.9- 202.9 178:.0, 178.2 
18.9 18.9 91.8. 91 .. 8 

(80.6) 468.0 (96 .. 4), 452.2 

(37.1) 2J.5 .. 3 (44 .. 3) 208.0 

0.0 0.0 0 .. 0 0;..0 
(13.7) (13.7) (12 .. 1) (12.1) 

($50.8) $201 •. 6- ($56.4) $195.9 

$1,691.2' $2,18.7.3 

820.0 
636 .. 1 
47 .. 4 
36.7 
0.0 
Q,Q . 

1,540.2' 

(16.0) 

202.9 
104.8 

(140.7) 

(64 .. 7) 

0.0 
(13.7) 

($78.4) 

820.9 
636.1 
47A 
36.7 
0.0 
0 10' 

1,541 .. 1 

213 .. 2 
104.8: 

202'.9 
104.8 

306.9 

141 .. 2 

0.0 
(U.7) 

$127.S 

$2~159.S. f')"", 
, '110,:',;,:, 

820.9" 
636.:1 
47.4 
36.7 ",.' 
o.() 

06.0) 
1,525.1 '; ,'I 

213.4 ',.,: 
106 .. 7 'I, ".' ,', 
314'.3 . I';:",:,: 

29.2" 

, '" 

0.'0-', ",'".' 

, 0.4)!\:.',',. 
$93.3" :'i, ,. 
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1. ~ Astillstjlaent L 
Both Staff and applicant have revise their estimates to 

be consistent with revised plant estimates. ~e difference shown 
in the tax table is due solely to the remain~~q difference between 
staff's and applicant's plant estimates. l . 

2. Pederal TaX DepreciAtion 
The tax table shows a difterenc between staff and 

J 
utility in tax depreciation~ the difference is due solely to, the 
various disputes over plant, resolved e~ewhere. 

3. Xnt~~ i 
Staff's estimate was ealCUla~d by treatinq Park's 

advances to applicant as it they were Aebt; the constructive .. 
interest rate developed tor the cost of capital was applied to the 
a:mount of this "debt." This is consistent with the approach used 
by both rate of return experts. l 

Applicant criticizes this/approach. It points out that 
the advances from Park would not p~uee a deduction on the 

i 

consolidated return Park files on ~lf of the corporate fa:mily. 
The only deduction on that return I~ill be for the actual interest 
paid on Park's outside :borrowinqs. Applicant's estimate is based. 
on an allocated portion of that d~duction. The ratio is based on 
net plant investment. l 

Applican~ lJ staff lJ pi:ferene~ ~I Adopte~ 

$ (O~~) 

1988- $25-.3- $92_f $67.3 

1.989 18.9 91.B 72.9 91.8 

1.I The above a:mounts/are the amount of deduction. 

Staff claims that i~ methodology was approved in the 
Central Basin decision, supra~ Applicant challenges the 
applicability of that decisiori. It claims that "the issue in that . \ 
case was not Wh1ch method.olO9'Y\ to use, but rather the two· different 

- 30 



• 

• 

". "', . 

A.87-09-035 ALJ/JCG/jc 

interest deductions calculated by two dif~rent sta~f witnesses.* 
That analysis is not supported by the text of the decision. 

Adopting applicant's reasontn I would produce an allowance 
that would cover its actual tax bill. The process of allocating 
the actual deduction from the consol~ated return, if applied in 
establishing rates tor all Park subsddiaries and operating 
divisions, would allow the total enferprise enough to cover its 

actual tax bill. I: 
. On the other hand it do s not address another problem--

that the consolidated tax bill i too high. As detailed in the 
discussion of rate of return beiow, Park has chosen a rate 
structure with a very small prcfoortion of debt. 'I'his debt/equity 
ratio is smaller than the ratio which, according to both experts, 
would be the goal for a well-Janaged independent utility. As a 
result its deduction for intefest is much smaller, and its taxes 
much greater, 'than would :be the case with more conventional· rate 

I 
structure. We can find no r~son why the customers should 
subsidize an election by applicant's owner to have a capital 
structure which is mostly equity. 

We have thereforJ adopted the Staff position. 
E. RD:te Bas J 

1. Plant I 
The differences fin Plant in service were discussed above. 

It should be noted that any difference in plant added in any test 
I • 

year will only have half the normal effect:: we have employed the 
traditional presumption tkt all additions are :made in the middle 
of the year. I 

I 
I 
i 
! 

- 31 -



• 

• 

.. '. 

A.S7-09-035 ALJ!JCG!jC· 

interest deductions caleulated by two different Staff witnes!~s~" 
That analysis is not supported by the text of the decision,..:"" 

,/ 
Adopting applicant'"s reasoning would produc~n allowance 

that would cover its actual tax bill. The process ~allocatins 
the actual deduction from the consolidated. retu~,/if applied in 
establishinq rates for all Park subsidiaries and operating 
divisions, would allow the total enterprise ~uqh to cover it$ 
actual tax bill. / 

Applicant'S approach would be ~ innovation. This 
Commission has long followed. a practice/of calculating income taxes 
using the revenues and expenses allow~ for ratemaking purpo~es. 
Applicant has not,qiven us adequzte leason to deviate from this 
practice .. 

Since staff's position s consistent with long-standing 
practice, applicant'S proposal 's rejected. 
E. RAte B§se 

1. Plant 
The differences i Plant in Serviee were discussed above. 

It should be noted that any, difference in plant added in any test 
year will only have half e normal effect; we have employed the 
traditional presumption t t all additions are made in ,the middle 
of the year. 

, 
\ , 
( 
i , , 
'\ - 31 ...; 
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SAN.I:A PM!I.A. WA'XER~, t:I'D. 
1988 " 

IOO:'E BASE 
($000) 

Items otility Staff Adopted Authorized 
@ TBA-8§ 

AVera<Je Balances 

Plant in Service $6,939.0 $6,714.8'· $6,940 .. 8 $6,940.8-
work; in Progress 0 .. 0 0.0· 0 .. 0 0.0 
Materials & SUpplies 37.4 31.1 37 .. 4 37 ~4 
world.n; cas1;L 29.7 (47.6) 29.9 27 .. 5-. 

----~~~~~~d.~-.---.----~--~~~__ 4.7 - cap. Int. klj. -.- - - 1. a: 
SUbtotal 7 ,OO6 .. 1~6;698:3 7,008: .. 1 7,.012.2 
tess: -~ 

~recia.tion Reserve 1,79S.2 1'803"~"798.9 1,.798.9· 
HJ:.Ianees 2,050 .. 5 2,.061 .. 6 2,050 .. $ 2,.050 .. 5-
Contr:ibutions 175-.. 5 175 .. 5 75.5 175 .. 5-
Onarrortized r.rc 0 .. 0 0.0 'e>....O 0.0 
oeferrec1 Ino:lme Tax 394. Z 389. S 394 .Z~ 365.6-

SUbtotal 4,418.9 4,.429.9 4,.419.& . .4,390.5'-

Net oistrict Rate Base 2,587.3 2,268.4 2',58S.5 62]..7 
Main Office Allocation 142d 134.0 14~d ~5.9 

Total Rate Base· $2,729.7 $2,.402 .. 4 $2·,..730 .. 9 $2,. 
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Work :In Pl:'ocj%ess 
Mater:l.als & 'S\:q;plies 
World.n;J cash 
Method 50 Mj .. 
cap. Int. Mj .. 

SUbtotal 
tess: 

w Depreciation :Reserve . 
r..> 

.1vivm:les 
CClntX'ibltiCl'lS 
~rre 
Deteaecl Incxme Tax 

SUbtotal 

Net District Rate Base 
Main' Office Allocation 

Tobl Rate Base 

• 
SANrA p»Jt.A 'WA1m~, mo. 

1988 
RATE· BASE 

($000) 

t7tility staff 

$6,714.S 
0.0 

31.1 
. (47.6) -

7,006.1 

1,.798.2- 1,803.4 
2,050.5- 2,061.6-

175.5 17S.,.s. 
0.0 0 .. 0 

394,2 389,5 
4,418 .. 9 4,429.9 

2,5S7~3 2,268.4 
19:~1~ 134,Q 

$2,729 .. 7 $2,402'.4 

$6,940.8 
0.0 

37 .. 4 
21 .. 6 

6,.999.8 

,.798.9 
2-, o.s. 

17 .. 
0 .. 0 

394., 
4,419.6· 

2',.580;.2 
134,Q, 

$2,714.2' 

1w.thOrized • em-86 

$6,940~S-
0.0 

37.4 
24 .. 7 
4.7 
1.8 

7,009 .. 4 

1,798 .. 9 
2,.05OwS. 

175.5-
O~O, 

3§5.6 
4,390.$ 
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Item 

Plant in Sexvioe' 

~&~lies 
WOrlc::il'q . cash 
Hetboc:l S. Mj. 
cap.. Int.Mj. 

SUbtotal 
tess: 

DepJ:eciatial :Resexve 
Mvances 
Cr.XJt:r.ikutia'JS 
UMmortizecl rre 
De!er:r:ed ~ Tax 

SUbtotal 

Net District :Rate Base 
Main,ottice' Allocation 

Tot8l. 10te Base 

• 
TABlE VI 

S\NTA PAUIA 'WM".ER ~RKS, I.tJ."O. 
1989 

'Otility 

lWrE·~ 
($000) 

staff 

$7,036.6. 
0.0' 

32..5 
.7 (45.1) 

-~ 7,716 .. 1 

1,937.0 . 
2,403.6 

194.8: 
0 .. 0 

494·2 
5,030 .. 4 

2,68S.7 
128 •2 

$Z,SU.9 

1,951.4 
2,133.7 

194.8: 
0.0 

472·3 
4,759 .. 3 

2,264 .. 8: 
119.$ 

$2,384.6 

$7 ,643.0 
0.0 

41 .. 2 
24.9: 

7,.709.1 

Authorized. 
@ ma-86, . 

$7,643.0 
0.0 

41.2' 
27.8-
9.8 
3.0 

7,.724.8 

1,938:.8 1,.938:.8 
2,403 .. ()' 2,403.6-

4.8; 194.8 . 
0\.0. 0.0 

424'9~ 429,Q 
5,032 .. 1. . .4,966.2 

2,.677.0 . ,.758 .. 6 
119,8· ~,Q 

$2,.796.8 S2-,882.,6. 
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SANTA PMJIA ~~, I.O:'O. 

1989 
RATE BASE 

($000) 

Utility staff 

Average Balances 

Plant in Service $-7,639.2 $7,036.6 
Work in PrOgress- 0.0 0.0 

~~ca:~ISh~~PW.".·es~--._ ........ ____ ~;:; 
Method S Mj • 
Cap~ Int. Mj. 

32.5 
(4S.1) 

SUbtotal 
tess: 

Depreciation Reserve 
Mvanoes 
COntributions 
Unamortized ITC 
Oeferred Income 'I'ax 

Subtotal 

Net oistrict Rate Base 
Main Office J\llocation 

Total Rate· Base 

7,7l6.1 

1,937.0 
2,403.6-

194.8-
0.0 

494,9 
5,030.4 

2,685.7 
128.2 

$2,813.9 

1,951.4 
2,1.33.7 

194.8 
0.0 

422,:1 
4',759.3 

2,264'.8-
112.c§"' 

$2,384.6-

$7,643-.0' 
O.G 

41.2' 
35.1 

7,719.5-

2,687.1 
12a~ 

$2,.815.4 

• 
Authorizeci 

@ TRA-8§ 

$7,643.0 
0.0 

41.2-
30.$ 
9'.8-
3,0 

7,727.S. 

1,938:.8 
2,403~6 

194.8;; 
0.0 

429,0 
4,966.2: 
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A.S7-09-035 ALJ/JCG/jc 

2. Adyances 

. . 

Applicant's estimate is based on its pre ction of 
projects to be finished in the test years. Staf;/r'elied on a trend 
developed from historical data. We will not ad9Pt the Staff 
figure. It would require a prediction that thlhousing market 
during the test and attrition years can be pr'dicted from the 
results of past period. It may be possible/for a qualified expert 
in the local housing market to make such ~prediction. However, 
the Staff witness did not purport to havefsueh expertise. We will 
consequently adopt the utility figure wtfieh is based on an item-by-

. , 
item survey ot proposed real estate deyelopments. 

Staff recommended that we ~Sregard the impact of any 
real estate development which has n~t entered into a signed 
contract with the utility. That~' ht be an adequate test if we 
were concerned only with near term effects. However it is likely 
to produce a distorted picture of, e conditions to· be expected 
toward the end of the test and attrition periods .. 

3. Materials and SgpPlJ&s/ . 
. Staff's figure is DasJd on the 1986 recorded figure, 

1 
adjusted tor non-labor esca1at~n and customer growth. Applicant 
also relied on a trend; it derived a ratio between plant and this 
account for the years 1982-86fand extrapolated this figure intc 
the test years.. . 

Applicant's figure ~eems slightly preferable, since it 
relied on a,longer sample pet,iod: it will be adopted. 

4. MAin QUice Rate k3 
\ 

The Staff brief explains the issue as follows: 
"SPWW and staff ark apart because the company 
desires tc ealcul~~e the depreciation reserve 
to reflect the ett,ective date of Park's central 
Basin Decision N0l' 87-09-071 rather than to 
caleu1ate it from the beginning of test year 
1987 which was used in that Decision. Staff 
disagrees. J 

t , 
1 

\ 
b 
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*Rates, resulting from a general rate incre'ase 
request,. are calculated according to the/ 
beginnin~ of each test year. 'rhe cure 1;.o'r what 
the uti11ty perceives as a problem is t~ tile a 
rate application at a time so that a decision 
can be issued c~incident with the beg!nning 
test year. '!he Notices of Intentionf t~ File 
General Rate Increase Application ~r Park's 
Central Basin and for Uehling Water Company 
were tendered for filing August 2,6, 198&. The 
actual applications were filed November 13, 
1986. The test years usecl were!1987, 1988, 
1989. Tardiness in tiling torJ.a 1987 test year 
is the reason that the Decision was issued in 
latter 1987.' I 

,
1
/,1 

The staff 'argument focuses ehtirelY on the beginning of . 
the periocl between NOI (Notice of In4nt) and the first day of the 
test period, claiming that the util~ is at fault for filing to~ 
late. The date of filing is of co~se entirely under the utility's 
control. . I . 

However, staff has failed to look at the other end of the 
~ 

period, the beginning of the test year. Under the commission's 
I 

Requlato~La9' Plan for water ut1lities (ResolutionM-470S) staff 
I 

has virtually unappealable power to prevent a rate increase request 
from being convertecl from NOI ~ application if dissatisfiecl with 

1 
J. the test years se ected by an app11eant. 

Staff should have rJbognized that the Central 
Basin{O'ehling matter could nof pr~essed before the start of the 
proposed test-period.··- HowevJ.r. it did· not· exercise· ·its. power. to· .... 
demand a fiscal 1987, or eVef a calendar 1988 test year. Instead~ 
it allowed the matter to be converted to an application, apparently 

I 

without criticizinqeither the filing date or the choice of test 
years .. 

There were thus . potential 'cures· for the problem, 
one within the applicant's and the second, wi thin the 
staff"s control. Either 'I"I"~''\1' had the power to lenc;then the periocl 
between filing and the of the test year • 

- 35 -
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-Rates, resulting from a general ra e increase 
request, are calculated accord1ng-%o the 
beginning of each test year. That' cure for what 
the utility perceives as a problem is to file a 
rate application at a time so ~hat a decision 
can be issued coincident with;the beginning 
test year. The Notices of I~ention to File 
General Rate Increase Application For Park's 
Central Basin and for tJehl.iAlg Water Company 
were tendered for filing Anqust 26, 198&. The 
actual applications were ~iled November 13, 
1986. The test years used: were 198'7, 1988, 
1989.. Tardiness in fill!ng for a 19'87 test year 
is the reason that thl:iSion was issued in 
latter 1987 .... 

Applicant'S proposal ·s an ingenious method to ameliorate 
J one type of problem caused by jOur regulatory lag plan for water 

companies. We believe however that the time for patchwork 
t 

solutions in long past. Resolution M-470S was adopted in 1979 on 
an experimental basis. watJr utilities including applicant should 
have long ago moved to repiace this experimental plan with a 
permanent one incorporatin~ the lessons learned in nine years of 
experience. I 

We have rejected applicant's proposed adjustment. We 
I . 

will instead use an as-recorded figure as recommended by staff. 
t 

,5.. Depreciation Bnerye 
Ii 

The differences here are caused by differing estimates of 
plant and depreciationlrates. 

&. Deferred: 'laX/Reserve . 
I The differences here are caused by differing estimates of 
I 

plant and depreciation rates. , 
7 • Workipg Cash 

a. Deferred· Crecjlit8 for COMUltant'I lees 
Staff Criticizes applicant'S inclusion of deferred 

. I 
fees in its worlcinq cash estimate. It asserts that a utility 

I 
should not include luch item in the working cash computation 

I 

l - 35, -
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. , 

We cannot quarrel with staff's. conclUsion;that there was 
not enough tilne ;to process the Central Basin matt1 before the test 
period begin. We cannot however, adopt its concJ.usion that Park, 
and hence applicant, was solely responsible forjtru.s fact .. 
consequently we cannot adopt its argument thai(thi~ issue should be 
resolv:ed on an as-recorded, rather than a constructive, basis. 

. Applicant's proposal, on the othel hand, appears to· be a 
reasonable attempt to ameliorate one min7~ i~speet of the re;Ulatoxy' 
laq problem, and should be adopted. 

soo DepB9iGion B§erY9 

The differences here are ea]s d by differing estimates of 
plant and depreciation rates. 

6. Deterred' tax ReservE; 
The differences here are sed by differing estimates of 

plant and depreciation rates. 
7. WqrJcing cash I 

Ii 

° "1 aoo Deterred CX'ed,l$s f9r ',CODS tant's Fee§ 

Staff criticizes applicant's inclusion of deferred 
~ees in its working cash estimate~ It asserts. that a utility 
should not include suCh item in tie working cash computation 
wbeeause the ratepayer is. alreadl reimburSing applicant tor the 

a:m.ount of unamortized costs as a.h expense item.. H 

This. statement is/not an. acceptable explanation of 
the rule Staff has invoked~ it *ould apply to any other expense 
which is includedin"work1ng caki: ... , ... - ... ~. '. , ........ ., .. -.. ~,,-., .. -. ".'.~"'" . 

. Staff relies on ~e holdings of 0.82-11-018 in 
A.S2-.03-6S, Azy,sa Valley wt::Otaxld 0 .. 82-09-051 in A.82-01-06·, ~ 
~ste wat,r.. Both of these de . sions in turn rely on a purported 
trad.ition. The Wtraditionw s arted in SO" Cal Gas, 0.92497 in 

. I . f A.59316" where the 1ssue concerned amort1zed costs rom an 
abandoned project. It appear~ that thQ real reason for refusing· to' 
allow earryinq costs was an ~ttempt to split the burden of a failed 
project between'SharehOlder~~atepayers. Moreover, the 

- 36 -
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"because the ratepayer is already reimbursing ~plieant for the 
/ 

amount of unamortized costs as an expense itenl." 
'.this. statement is not an acc4table explanation of 

I the rule Staff has invoked; it would appw to any other expense 
which is included in working cash.. -; 

Staff relies on the holc&:ngs of 0.8·2-11-018' in 
A.82-03-65, Azusa- Valley Wtr., and oI.~2-09-061 in A.82-01-06, .'Qtl 
Este Wate;:. Both of these decisio/s. in turn rely on a purported 
traditi~n. The "trad.ition" startfd in So. Cal Gas, D.92497 in 
A .. S931&, where the issue conce d amortized costs from an 
abandoned project. It appears that the real reaso,n for refusing to 
allow carrying costs was an a tempt to split the burden of a failed 
project between shareholders and ratepayers. Moreover, the 
decision emphas~zed the ne~ssity of examining each situation on an 
individual basi$ to achie~ an equitable allocation of the risks of 
new projects between custOmers and investors.. pel Este reasoned 
that: "The fact of thiJ entire proceeding wo:rking to the benefit ' 
of applicant, argues fck the traditional rule...... '.the tradition 
does not adequately e~lain why we allow a working cash adjustment 
for some cateqories ~ expense but not for regulatory costs. 

I 
We ha~ therefo:re concluded that applicant's 

regulatory costs should be treated like any other cost in allowing 
working cash capitJlization. Since the:re is an immediate payment 
with a deferred rJcovery from ratepayers, the lAg should be 
recogui%~.. / 

b. Vacation and Sick Leave Ac;c;r;uol 
S~dArd Practice U-16 states that -these amounts 

. I 
represent mon1es accrued through operating expenses which the , 
utility has available until payments to employees for vacation and 
sick leave arel~de.· Staff relied on this statement as , 
justification for 1ncluc1inq such accruals in work1nq cash~ It 
neglected.,. how~ver, to show that this applicant does have a funded 

I . .' 
accrual for such costs. Applicant claims that it is not accruing 

I 
I 

I 
I i - 36 -
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I 

/' . 

decision empAasized the necessity o~ ~n~nq eaeh~ua~ion on an 
individual basis to achieve" an equitable allocatioll of the risks ot 
new projects between customers and investors.. Dei' Est~ reasoned 
that: MThe fact of this entire proceeding worki~g to the benefit . 
of applicant, argues for the traditional rule.~ZM The traaition 
does not adequately explain why we allow a wO/king cash adjustment 
tor some cateqories ot expense but not for rfqulatory costs. 

We have therefore concluded tJat applicant's 
~atory costs should be treated like an;'otber cost in allowing 
working cash capitalization. Since there /is an immediate payment 

J 

with a deferred recovery from ratepayers,Jthe lag should be 
recognized. .1 

~ 

b. Vacation and Sick Leave AcCrual 
standard Practice U-16 st~tes that Nthese amounts 

represent monies accrued through opara~ing expenses which the 
, , 

utility has available until payments to employees for vacation and 
, ) 

sick leave are made.M staff relied o~ this statement as 
justitieation for including such accrP-als in working, cash. It 
neglected, however, to show that thist applicant does have a funded 

~~I 

accrual for such costs. Applicant c~aims that it is not accruing 
any funds, just a potential liabilit~.. Applicant contends that the 

.j, 

accrual 'under applicant's practice ~~ from each employee's salary 
not from expenses. In the absence 0: proof that the conditions 

• 
referred to in U-16 exist, we have 
working cash. 

excluded the accruals from , 
II 

\ 
c. Replenishment Cost ; 

Staff assumed that there would be an additional three 
" 

days ot float on applicant's payments for replenishing the 
underground basin from which its we~ls draw. Applicant argues that 
the bill must be considered paid whEk due.. That does not 
necessarily mean that there is no. tl~t, even i~ the- check is 
actually recei vea. on the due date. ~e have adopted the Staff 

'\ 
~' 

position. 
" 
" 
" 
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any funds, just a potential liability. Applicant contends that the 
accrual under applicant's practice is. from each employ"~'S salax:y 
not from expenses.. In the absence of proo-f that the.lc'ondi tion. s 
referred to in U-15 exist~ we have excluded the ac~als from 

working cash. / 
c. Replenishment COst 

Staff assumed that there would~e an additional three 
days of float on applicant'S payments for replenishing the 
underground basin from which its wells dr~'. Applicant argues that 
the bill must be considered paid when duel. That does not 
neeessarily mean that there is no float I even if 't.he cheek is 
actually receiveQ on the due datew have adopted the Staff 
position. 

d.. Purchased Power 
Applicant claims tha it batches its bills to save 

postage and processing costs. ThJse savings are presumably 
reflected in the o~ating cost efstimates. Staff points to' another 
utility which is able to delay plaYing its power bills r thereby 
conserving its capital. Applio1mt should have compared the benefit , 
of capital reduction savings ~th the alleged postage and 
processinq savings _ It clid not.. We have therefore adopted the 

Staff position. . ~ 
e'. Goods and Se~es 

I Staff used. the estimate developed in 0.87-09-071.. It 
does not ,appear that the c10ice between Sta.ff's and Park's position 
was made on the merits. ~tead, the decision stated: that Park had 
not met its burden of proof. 'rhat being the case, a Park affiliate 

J ' 
should be free to make another attempt to meet that burd.en of proo·f 
in its own rate case. H~wever, applicant claims that the 

_ f 

regulatory expense of mald.nqan appropriate study would outweigh 

the benefit. I 
. I 

l 

f 
I 
l 
I 
! , 

\ 
- 37 -
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<:1. Purebase4 Powel: I' 
A' 

Applicant claims that it batchesjits bills to save 
postaqe and processinq costs. These savings are' presl1.XD11bly 

.r 
re:flecte<:1 in the operatinq cost estimates.. ..Staffpoints to. another 
utility which is able to. delay payinq i ts ~wer bills, thereby 

,/ 

conserving its capital. Applicant Should~ave compared the benefit 
of eapitalreduction savinqs with the al~eqed postaqe and 
processinq savings. It did not. We hav'e therefore adopted the . 
sta:ff position. ;i 

e. s;oods and Servic;e~ 
Staft used the estimatJdeveloped in 0.87-09-071. It 

,I 
does not appear that the choice between Staff's and Park's position 

) .. 
was made on the merits. Instead, the dec1s10n stated that Park had 

{ 

not met its burden of. proof. Thatlbeinq the case,. a Park af:f:tliate 
p 

should be free to. make another attempt to. meet that burden o.t proof 
in its own rate case.. However, applicant claims that the 
regulatory expense ot makinq an ~ppropriate study would outweigh 
the benefit.. t 

We encouraqe Par:k teo- make at least an al:>breviatecl 
study which could :be applied inirate cases for all divisions and 
subsidiaries. In the meantime ~e will accept the Statf estimate. 

• • • J 

8. Beseno1r fi.nanc1ng 1 
Staff contended that1the Cherry Hill and Case tank 

projec:ts should have been funded loot by advances. Staff's theory 
. If., I 

is that the need tor these projects J.S attributable to projects for 
which main extension advances have already been collected. It 
bases its conclusion that thes~ projects were not needed for 
existinq customers on the tact; that neither the Health Department 
nor the Local Fire Department ~ad requested that capacity be added. 

statf based this con~ention on its interpretation of 
Tariff Rule 15" which 90verns main extensions. As the name , 
implies, the Rule deals with financing' for mains to serve new 

, I 
tracts,. as well as. other classes of real estate developments. 

'i 
I 

\ 
\ 
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/' 
We encourage Park to make at least an abb:eviated 

study which could be applied in rate cases for all di~$ion~ and 
/ 

subsidiaries. In the meantime we will accept the Staff estimate~ 
S'. Re~ervoir Financing / 

Staff contended that the Cherry Hil~nd Case tank 
projects should have been fund.ed 100\ by adv4'Xlces. Staf£~s theory 
is that the need for these projects is attributable to projects for 
which main extension ad.vances. have alread/ been collected.. It 
bases its conclusion that these projectsfwere not needed for 
existing- customers on the fact that neither the Health Department 
nor the Local Fire Department had req£ested that capacity be add.ed. 

Staff based. this contentioh on its interpretation of 
'I'ariff Rule 15, which qoverns ltL4in extensions... A$ the name 
implies, the Rule deals with fina cing for mains to serve new 
tracts, as well as other classes of real estat& d.evelopments. 
Onder the Rule, the normal meth d of finanCing in-tract facilities 
is by advances under main extelsion contracts. The contracts 
provide for refunds. i 

Rule lS(C) (l)(b) p ovides that the utility "may" also 
demand an advance for the c t of out-of tract plant, if at least 
50\ of the plant is ·requir~'" to serve the tract.. Under Rule 
lS(C) (1) rd), the utility .. .,/say" demand a contribution rather than an 
advance if "in the opiniorl of the utility" the extension is . 
economically noe feaSible/or "~f it appears to the utility~ that 
other customers will be burdened. . , 

We have therefore concluded thAt there is no mandatory 
,) 

prOvision for financ:inq lOut-of-tract facilities.. The utility has 
i 

wide discretion to decide how to finance such facilities. Only the 
Commission has any pow~ to override a utility'S discretion. We ., . 

are not persuaded, to do· so in this case. We will adopt the utlli.ty 
f decision., r 
1 , 
I 

I 
! 

l 
! 

\ 
-·38 -
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./ ,,-

----
".,or' 

// 
ODder the Rule, the normal method of financing in-trac~acilities 
is by advances UDder main e~ension contracts. The contracts 
provide for refunds.. ' .' / 

Rule lS(C) (1) (b) provides that the utiY'ty "may" also 
deIlland an advance tor the cost of out-of tract J1ant, if at least 
SO%. of the plant is. IPrequiredIP to serve the t~ct. Under Rule 
lS.(C) (l) (d), the utility "maT' demand a con~bution rather than an 
advance if win the opinion ot the utilityIP;the extension is . 
economically not feasible or wit it apPza s to the. utilityw that 
other customers will be burdened. 

We have therefore concluded t at there is no mandatory 
provision for financing out-of~tract ~cilities. The utility has 
wide discretion to decide how to tin~ce such facilities. Only the 
Commission has any power to overrid~ a utility's discretion. We 
are not persuaded to dQ so in this/ease. We will adopt the utility 
decision. / 
F. City ot Santa Paula'S Positism 

The City arquedthat a?Plicant's local employees have the 
skills and enough t~e to perform all needed utility functions 
w:i:.thout any assistance from. t:hJ central office. The City did not 
make a study to support its refommendation that all payments for 
central office services be disallowed. 

Our Staff investig~ed the relationship between Park and 
applicant. It recommended a/disallowance of some of apPlicant'~ 
payroll, which we have adopted. It recommended a disallowance .of 
part of Park's claimed regu~atory expense,. which we-have rejected. 

There was also a ktipulation between staff and applicant 
concerning main office se~ices. Tbe utility adopted the staff 
figures. For 1988, the Staff allowance for data processing and 
other main office serviceslwas slightly over $115~OOO, roughly 
$10,000 less than applicant. The 1989 figures were comparable. 

The Commission i~, of course ~ not bound by the 
I 

stipulation~ it could adopt a larger disallowance if there were 

\ 
\ 
\ 

\ , 
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F.. City of Sgnta Paula'$ Position 

The City argued that applicant's local. employees have the 
skills and enough time t~ perfo~ all needed utility functions ,. . 
without any assistance from the central office.. Th~'City did not 
mAke a study t~ support its recommendation thazal payments, for 
central office services be disallowed • . 

Our Staff investigated the relations ip between Park and 
applicant.. It recommended a disallowance of}ome o·f applicant' 5 

payroll, which we have adopted. It recoxnmended a disallowance of 
part of Park's claimed regulatory expens~/which we have rejected .. 

There was also a stipulation between Staff and applicant 
concerning main o,ff1ce services. The Itility adopted the staff 
fiqures.. For 1988·, the Staff allowane"e for data processing and 
other main office services was slighlly over $115,000, roughly 

I 
$10,000 less than applicant. The J.,989 figures were- comparable. 

The Commission is, of c~rse, not bound by the 
stipulation; it could adopt a la~er disallowance if there were 

i 

evidence to support findings ofjtnefficienc:y or waste .. However, 
there is- none.. . I. 

We note that City was informed of the stipulation, and 
has not objected. We will thJrefore assume that it is satisfied to 
accept the stipulated adjustmknt, plus whatever level of adjustment 
in the other categories is j~stified by the record .. 

We have consequen~ly determined that the City'S 
recommendation to disallow 11 main office- expense is not supported 
by evidence .. 
G.Rate of Retu&n 

1. S1;aff Pos11::i,on 

a. linaneia! Attrition 
Rather tharl advocating a different rate of return for 

I 
each of the three years studied to offset financial' attrition, . 
Staff recommended a con:s/tan.. t rate of return for the, anticipated, 
three-year life of this I.ra:ee order.. (During the course of the 
proceed1nq, applicant ToPted th.!.s approach.) Staff'" fillance 

\ . 
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: /' 
evidence to support ~indinqs o~ ine~~1ciencyz waste. However, 
there is none. 

We note that City was informed 0 the stipulation, and 
has not objected. We will therefore assU£e that it is satisfied t~ 

r , 
accept the stipulated adjustment, plus whatever level of adjustment 
in the other cateqories is- justified bf the record. 

We have consequently deter:mined that the City's 
recommendation to disallow all main of~ice expense is not supported' 
by' evidence., 
G. Bate ot Return 

1. 

Rather than advo tinq a different rate of return for 
each of the three years studiJd to offset financial attrition, 
Staf~ recommended a constant~ate of return for the anticipated 
three-year life of this rate/order. (Durinq the course of the 
proceedinq, applicant adopted this approach.) Staff's finance 
witness contended that thiJ would minimize rate shock. He also 
recommended a constant cost of debt to be assigned to· the monies 
advaneed by the parent. 'APplicant also adopted this approach.) 
He recommended a range Of/return on rate base between 9.78% and 
9.98% for test years 1938 and 1989 and attrition year 1990. This 

• f would accommodate an ~nterest rate of 10.5% on funds advanced by 
Park to applicant,. plus r return on equity between 12.00% and 
12.50%, and the 5% cont::actual dividend on preferred stock. 

b. capitAl structure 
Park, appiLicant's parent,. owns 99 .. 1%' of applicant's 

common stock and 98.5% bf the preferred stock. Applicant'S non­
equity capital consisd of advances from· Park. The Staff's expert I '" ... . .. - . 
recommended that we adopt the constructive capital structure 
proposed by apPlicant,!3S% debt, 24% preferred stock, and· 41% 
common equity; he·would, however, use a constant 40% equity ratio 
for all three year.; o!\e rate period. The staff expert stated 
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witness contended. that this would minimize rate shock. He alSL''' 
recommended a constant cost of debt to be assigned to the monies 
advanced. by the parent. (Applicant also adopted: this~ a pro ~h.) 
He recommended. a range of return on rate base between 9.7 ,% and 
~.98%. for test years 1988 and 1989 and attrition year 90. This 
would accommoclate an interest rate of 10.5,% on funds aavanced. by 

, / 
Park to applicant, plus a return on equity between 1~.00% and 
12.50%, and the 5% contractual dividend on prefe Id stock. 

b. Capital Structure 

Park, applicant"s parent, applicant'S 
common stock and 98.5\ of the preferred Applicant's non-
equity capital consists of advances from Par. The Staff's expert 
recommended that we adopt the constructive ~pital structure 
proposed by applicant, 35\ debt, 24% prefe:cf.ed stock, and 41% 
common equity; he would, however, use a c~tant 40% equity ratio 
for all three years of the rate period., fhe Staff expert stated. 
that this would be fair to ratepayers, s nce it would emulate the 
well-balanced rate structure wnich an i dependent utility would be 
expected 

c. 
The Staff expert noted/that the dividend. on preferred 

stock was fixed by contract at 5\ 01 the value of the stock. He 
recommended that this actual cost be used. '1'0 supply a cost for 
applicant's debt, he imputed intetest at the prevailing cost of 
single "A" utility bond yield" wJ.ich he projects at 10.5% through 
1990. (This contrasts with the/figure in the utility proposal 
which would vary with anticipated costs of .. ~" debt; this is the 
.. interest.. rate provided for 7' a contract between applicant and 
Park.) 

d'. Cost of Common 'Saum 
The Staff expe:j. explained that his goal was to allow 

a fair return on common equity, by definition one which would 
,I . 

en~leapplicant to attract capital and maintain its credit.. A 
, , 
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that this would be tair to ratepayers, since it would emulate the 
well-balanced rate structure which an independen~utilitY would be 
expected to maintain. . / 

c. cost of -Debt- And Preferred. st9ct 
The staff expert noted that ~ dividend on preferred . / 

stock was f1Xed by contract at 5% ot the ~lue of the stock. He 
recommended that this actual cost be used. To supply a cost for 
applicant's debt~ he imputed interest ~, the prevailing cost of 
single "A" utility bond yield, which he projects at 10.5% throuqh 
1990. (This contrasts with the !i9U~ in the utility propo~l 
which would vary with anticipated cdsts of "~If' debt; this is the 
"interest" rate provided for in a cbntract between applicant and 
p~rk.) / 

d. 2mt of C911Q!lOD Ecmtty 
The statr expert ~lained that his goal was to allow 

a fair return on common equity,/by definition one which would 
enable applicant to attract capital and maintain its credit. A 
fair return on equity should dlso compare with the rates of return 
on equity earned by Similar~' situated enterprises. For comparison 
purposes, the Staff's expert relied on a group of re9Ulated water 
utilities. Three of them w re california utilities, California , 
Water Service, San Jose Water Co., and Southern california Water 
co~; nine were in other j~iSdictions. He noted that bond rating 
agencies and the COmmiSSiOr have traditionally considered water . 
companies to be less ri~ky than other types of regulated utilities. 

e. ~iscounted cash now . 
The Staff e~ based his allowance for equity in 

part, on a Oiscountedcas~ Flow (OCF) analysis. The OCF model 
compares utility stocks, Jsing the total of anticipated dividends 
plus. anticipated growth iIi the value of stock. He notes· that DCF 

I 

methodoloqy is a standardlmethod of analyzing returns for most , 
re9Ulatory commissions. ~e arrived at a current 12-month average 
expected dividend. yield o~ 5-.68% and the 6-month yield of Sw88%. 

'. 
i 
I 
I 
\ 

\ 
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fair return on equity shoul~ also compare with the r~e$ of return 
on equity earned by similarly situated enterprises~ For comparison 
pu:poses, the Staff's expert relied on a group o.~requlated water 

/ 
utilities. ~hree of them were California util~ies, California 
Water Service, San Jose Water Co., and South~n California Water 
Co.: nine were in other jurisdictions. He f~ted that bond ra.ting 
agencies and the Commission have traditionally considered water 
companies to be less risky than other t ~s of requlated utilitie$~ 

e~ Q~$counted Cash r12w 
The Staff expert based s allowance for equity in 

part, on a Discounted Cash Flow (DCF analysis. The OCF model 
compares utility stocks, usinq tphotal of anticipated dividends 
plus anticipated qrowth in the va e of stock. He notes that DCY 
methodology is a standard method f analy%ing returns for most 
regulatory commissions. He arr1Ned at a current 12-month average 

I 
expected dividend yield of S.6~ and the &-month yield. of 5·.SS\.. 
He also applied a growth £actOf' which consisted: of one half o·f the 
average historical compound dfvidend andearninqs growth. Using 
6-month figures, he concluded that investors should require 12'.37%, 
combining an ant1cipated yiJld of 5.8:8·\ and a growth rate of 6·.49%. 
For 12 months, the return S~OUld be 12.17%, resulting from a yield 
of 5.68% and a growth of &(49%. 

f. 
The Staff a so relied on A Risk Pl:emium. (Rl» 

analysis. This model r oqnizes that a common stock investor will 
wanta higher rate from equity investment in a privately owned 
utility than from·priva e or government debt. The method produces 
a premium which is aade tc.~he expected return on debt securities 
to produce a required. te of return on equity. During- the 
hearing, the Staff wi ess chang-ed his estimate of required. return 
on equity under analysis from 11.27\" 11.01\, and 11 •. 64\ for 19s.a, 
1989, and 1990 to- 12.4 \., 12.16·\, and 12.79\;. another comparison 
was changed' from 11.18 , 12.24\, and 13.3S\.to 12.98.\, 13:.39\, and 

- 41 -

1 



• 

• 

•••••• . . 

A.87-09-035 ALJ/JCG/jc ",/ 
,/ 

He al~ applied a qrowth ~aetor, wbich consisted~ hal! o~ the 
average historical compound-dividend and earnings growth. Osing 

; 
6~onth figures, he concluded that invest:r::os ~ould require 12.37%, 
combining an anticipated yield of 5.88% and growth rate of 6.49%~ 
For 12 months, the return should be 12.17 , resulting from a yield 
of 5.68% and a growth of 6.49~. L 

f. Risk PrqiJDl 
The staff also relied 0 a Risk Premium (RP) 

analysis. This model recognizes thatfa common stock investor will 
want a higher rate from such an inve'stment than from private or 
government debt. 'I'b.e m.ethod prodU~s a premium. which is added to 
the expected return on debt seeur~ies to produce a required rate 
of return on equity. During the fearing, the Staff witness chanqed 
his estimate of required returnfn equity under analysis from 
11.27%, 11.01%, and 11.64% for 1988., 198.9, and 1990 to 12 __ 42%, 

If 
12.16%, and 12.79%i another comparison was changed 

t 
12.24%, and 13.85% to 12.98.%, P.3.39%, and 13.85%. 
change his recommendation bas~d on these changes. 

frolll 11.18%, 
He did not 
He claimed that 

I . 
even after the ehanges., his. ~commended range of return on equity 

I; 
falls within the results :ius~fied under both m.ethods. 

• k • 
g. OUalm of Setyl.ce 

staff eontendJ the quality of service is. not relevant 
. ~ 

to determination of rate oflreturn on equity. According to Staff, 
return on equity should be Fetermined solely by finding the 
appropriate cost of capitaJ:.. . 

We note this t'ar~ent overlooks Public Utilities Code 
§ 456, under which the COmfiSSion can reward a utility for 
economies, effiCiencies, and improvements. Nor would it be 
consistent with the Commis~ion's practice of reducing return on 

"ty .. "! equJ. .r.or poor Servl.ce. :1 

. However, because of the methodology we have used· to· 
• fix return on equity, applicant's return on equity has' been 

established without.rating~applicant's service •. 

\ 
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13.!tS\. He did not change his recommenciation based/L'e 
chanqes. He claimed that even after the changes., pis recommended. 
range of return on equity falls within the zreSU1:tfs. justified. . under 
both method.s_ 

q_ Ou{llity of service 
Staff contend.s the quality of service is not relevant 

to determination of rate of return on equLty. According to Staff, 
return on ~ity should. be determined s~~lY by find.ing the 
appropriate cost of capital. ;1_ 

We note this ar;umenti:rlOOkS Public Utilities Code 
S 456, und.er which the COmmission ca reward a utility for 
economies, effiCiencies, and improv ments. Nor would it be 

consistent with the Commission's ptactice of reducing return on 
equity' for poor service. / 

However, because 01 the methodology we have used. to 
fix retuxn on equity, apPlicantls return on equity has been 
established without rating app~cant's service. 

2 _ Applicant's PoSitio;'; 
. As of the time of S~mj,ssioD., applicant had adopted a 

sliqhtly modified return on ~ity request, d.esiqned to achieve an 
average 13\ return on equity/throughout the life of the rates to be 
established. in this proceed1.ng. The corresponding rate o·f return 

J 
on rate base was lO.lS\, w¥ch falls between its original requested 
return on rate base for teJt years 1988 and 19S9. To support its 
request for a 13\ return o~ equity, applicant challenges the 
trad.itio~ that water util~ies are less riSky than other classes of 
utility_ . It contends that new environmental requlations, dwindling 
supplies and inability to/raise needed capital have increased water 
utilities' risks. It altio argues that the Commission should' give 
addit'ional returns for 9~.service.. It argues that it would be . 

entitled to such a premi~ on return because of what it claims to 
be exempl~ service • 
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~.. Applicant's Position 
As of the time ot" submission, applicant hAd adopted a 

slightly modified return on e~ity request,'desiqn'ed to achieve an 
average 13% return on equity throughout the lite10f the rates to be 
established in this proceeding. The corresponc(ing rate of return 
on rate base was 10.18%, which falls between;tts original requested 
return on rate ba~e for test years 1988 andf98:9.. To support its 
request for a 13% return on equity, applicant challenges the 

I' 
tradition that water utilities are less risky than other classes of 

r 
utility. It contends that new environlnel;ltal regulations, dwindling 
supplies and inability to raise needed d~pital have increased water 

/' 
utilities' risks. It also argues that~~e Commission should give 

1/ 

additional returns for good service. ~t argues that it would be 
" entitled to such a premium on return because of what it claims to 

, 1> be exemplary servl.ce. .~' 

a. Ba'teru1 Errors in statf Be Analysis 
Applicant relies heav~ly on the errors and alleged 

inconsistencies in the Staft report. It asserts that once the ,. ' 

original errors in the RP analysi~Jwere corrected upward, it was 
illogical not to increase the reC~1nmended rate ot return.. It 
argues that applying the staff's RP methodology to the revised 

,/ 
figures will automatically requi;-e an increase in the recommended 
return on equity to a range of 1~.27% to· 13.41%. 

b. Comparison with ollitQmia Utilities: DCF Analys;i;§ 
, 

Applicant argues ~t the data relied on in the Staff 
in its DCF analysis are skewed to under-emphasize California 

t 

utilities. It notes that the s~tf recommendation is significantly 
less than the amount awarded any ot the three California water 

I 

utilities, even though they are less highly leveraged. It asserts 
,I 

that its parent, with 77% equity, was recently awarded a rate of 
) , 

return intended to produce a l~% rate on equity. Applicant 
proposes that we exclude the out-o~-state utilities from our OCF , 
analysis, thus justifying a return on equity of 13.1% • 

I 
\ 
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'" a. Material Errors in Staff BP Analysis /' 
, Applicant relies heavily on the errors and alleged 

/ 
inconsistencies in the Staff report. It ass~es that once the 
original errors in the RP analysis were corre ed upward, it was 
illoqical not to· increase the recommended ra; e o,f return. It 
argues that applying the Staff's RP methoq,01.o9Y to the revised 
figures will automatieally require an inc'rease in the recommended 
return on equity to a range of 12.27\ d 13.41\. 

b. Comparison with calif9dia Utilities; 'OCr Analysis 
Applicant argues that~he data relied on in the Staff 

in its DCF analY3is are skewed to~der-emphasize California 
utilities. It notes that the St~f recommendation is significantly 
less than the amount awarded any/Of the three California water 
utilities, even though they ar less highly leveraged than , 
applicant. It asserts that i s parent, with 77\ equity, was 
recently awarded a rate of r turn intended to, produce a 12% rate on 
equity. Applicant proposes that we exclude the out-of-state 
utilities frornour OCF 
of 13.1%. 

sis, thus justifying a return on equity 

c. 

finding that it 
o 

o 

o 

o 

o 

i terns to support a 
good service: 

Eleve of its field personnel hold 
vali Department of Health Services 
cert!ficatesi ' 

All Lf Parks" divisions use hand-held 
met~ reader/calculators; 

Elar has followed the recommendations 
of ' management audit conducted by 

ur Young; 

k has followed a strategy which 
need its insuranee premiums; 

k was asked by the Commission to 
e over the Mission Hills system; 
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c. Ogality of Service 
Applicant relies on the following items to support a 

:finding that it renders good service: / 
o Eleven of its field ~sonnel hold 

valid Oepartment o:f ~ealth Services 
certiticates~ ;f 

o All of Parks' divisions use hand-held 
meter reader/calcUlators; 

! 
o Park has followed the recommendations 

of a management/audit conducted by 
Arthur Young; 

o Park has tOllo~ed a strate~ which 
reduced its insurance prem1ums; 

o Park was aSk~ by the commission to 
take over the Mission Hills system: 

o Park has s~ed a water quality 
assurance program. 

i 
d.. Comparison with Retuxn Allowed. Park and 

Co=§!2bsidiary .I 

. i i App11cant notes that a recent Comm ssion decision 
(the Park(O'ehling deCiSion,! supra, award€ld both Park and. another 
Park subsidiary the same rate of return on rate base, 11.Sl%, to 
achieve a return on equity/of 12%. 

3. .. Adopted Rats> of ,Return 
Uehling customers are now paying rates which include a 

rate of return identi~l 1:0 that allowed the. parent company, under 
the central Basin/Uehl.in9! decision, supra. In addition, we note. , 
that it is normal for water utility subsidiaries of water utility , 
parents to be. awarded th7 parent's rate of return. We would expect 
the rate experts to have; strong reasons for not simply following . . 
our normal practice in ~is case .. 

However, neither of them bas suggested any circumstance 
I 

(aside from. the age of underlying data) which would j.ustify 
compelling santa Paula dstom.ers to pay a different price than 

I 
I 
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assurance program. / 

d. Co.parison with Ret:ax:n Allowed l'ark and 
Co-SUbsidiary / 

./ 
Applicant notes that a rece~ Commission decision 

I 
(the Park/Uehling decision, supra, awarded both Park and another 
Park subsidiary the smile rate of %'7el on rate base, 11.Sl\, to­
achieve a return on equity of 12% • 

.3.. Adopted Rate of Rety;m 
The proposed. decision recommended: a 10.18:\ rate of return 

on total investment. The' deeisi~ d1d not rely on the capital 
structure used by both rate wit esses; rather it imputed Park's 
structure. The decision also puted the rate of return, 11.5.1\, 
authorized. in the Central :8615 n decision, supra. Since however, 
applicant's ultimate request had been for a 10.lS\ rate of return. 
The decision would have red~ced the allowed return to that level. 

Both parties. ObjJcted to this analysis,. Staff 
recommended that we rely dn the rate structure' used by both staff 
and applicant witnesses./ It also recommended that we follow the 
staff witness' recommendation and adopt a much lower rate o·f return 

I on equity. Applicant on the other hond recommended that we adopt 
the full 11.51\ rate oi return on all investment. 

It is common/to impute the parent's allowed'rate of 
return where thesubsjdiary has 50 little real independence 
especially in financJ.g matters.. Nevertheless, it appears that 
there was an aqreemeJt not to follow this practice. 

We have foind that a 13% rate of return on equity, using 
I 

the agreed rate structure, is reasonable. 
Even thOuJh the overall rate of return sigUificantly less 

than the return auUorized. in Central Basin, it is not unreasonably 
low; this is the anJ,unt recommended by applicant's witness. " 

, On the ot.ber hand, we believe it is not too high even 
though it exceeds e staff-recommended. range. A 13% rate of 
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'C'ehling custom.ers for the ~pital which Park supplies to both.. In 
tact, both have conceded that it would befproper to treat this 

. I 
utility as a 100% eCJllity company. While that is not an unequivocal 
recommendation to impute the equity o~er's (i.e. Park's) 
authorized return on equity, it certfinly is not a contrary 
recommendation. ~ 

It is tar m.ore realistic to consider the economic health 
and risk factors for Park than iiis to build an elaborate 
hypothetical structure to stUdy/what Santa . Paula might have been if 
it were still an independent company. Any potential investor in 
any of the Park subsidiaries JoUld be vitally interested in Park's 
capital structure and compar*i...,e earnings. 

1 
In this case, the 11988. rate of return established by the 

Central Basin/'O'ehling ciecis,ion is. recent enough to be directly 
adopteci at least on a pri:sA1. facie bas.is. If either Staff or 
applicant had thought it nkcessary to update the data used in 
cieveloping the Central Ba~in rate of return, they would have done 
so in the comment period.1 . 

We have theref6re decided to impute the 11.51% rate of 
• 

return from the Central .Basin case to Santa Paula. However, there 
;! 

is one adjustment to befmade. Since applicant did not request and , . 
therefore did not justify a return of rate base of more than' 

• I 
10.18%, the ~puted rate of return on rate base should be reduced 

I 
to that level from. 11.51%. 

Because of ~s adjustment, Santa Paula customers will 
I 

pay roughly 1.3% less for Park's investment in this system than it 
j 

earns from other systems. ~his translates into a savings for 
I 

ratepayers of roughly $65,000 before taxes. The rates for 1989 and 
I . 

1990 will be designed to lDaintain this rate of return unless there 
. I . 

is an interveninq decision authorizing a greater return for Parkp 
. \ 

\ 
\ 
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return on equity compares very well with the ~unts allowed other 
major California water utilities. In additidn, if the corrected, 
rathe:: than original dAta is usee, the statf RP' analysis appears to 
support a 13\ funding rather than the r~mmended range. 

Finally, adopting a rate wi~n the staff range would 
I 

produce a very great disparity between Santa Paula earnings and: 
those allowed in the Central Basis /fecision. The staff 
presentation did not address this~estion. 

~he proposed decision attempted to aclopt an integrated 
I 

approach to both the interest deduction and the capital 
structure/rate of return issue!, one which exprossly considered , 
Park's unusual capital structUre. We have not disapproved ~s 
approach; in fact we recomme'nd a similar approach for any future 
case involving rates for P~k or a subsidiar,y. 

~ 

~he following ~le compares the witnesses' 
recommendation of the pr~sed decision and adopted' results. 

/ 
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statt Recommendation 

capital 
Ratios 

Long-term Debt 3&.00% 
Preterred Stock 24.00 
Equity 40.00 

cost Factor 

10.50% 
5.00 

12.25 

, . 
Weighted 'Cost 

3:.78% 
1.20% 
4.90% 

Total 9.88% 

Applieant's·RecQmmendation 

capital / 
Ratios Weighted CQst 

Long-term Debt 
Pre:ferred stock 
Equity 

Total 

Long-term Debt 
Equity 

Total 

3&.00% 
24.00 
40.00 

capital 
Ratios 

20.35% 
79.6.5% 

~~nt:!::Al lUelll :Lns: 

I Cost FActo:!:: 

9 .. 60% 
I 12.00% 

I 
I 

.. Midpoint dt Statf reeommended 
I 

caPital! 
Adopted 

BA:t;i.2i J Cost Factor , , 
Long-term Debt 20.3.5% 9'.60% 
Equity 79'.65% 10.33% 

Total I 

3 .. 78% 
1.20% 
:>.20% 

10.18%' 

Weighted Cost 

1 ... 95% 
9.SS 

11.51% 

range. 

weighted C2st 

1.95% 
8.23% 

10 ... 18% 

The adopted ti9'ures produee a revenue, requirement roughly 
$15,000 higher that thos~ reeommended by the Statt witness .. 
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~aff Bec2mmendation 

CApital 
Ratios 

Long-term Debt 3&.00\ 
Preferred Stock 24.00 
Equity 40.00 

'total 

Cost Facto;: 

10 .. S0t. 
5..00 

12.25-' * 

./ 

weightQd Cost 

3-.7B% 
1.20% 
4.90% 

9 .. 8S-% 

Applicant's Becommendotion(Adopted) 

Capital / 
Ratios CO&t Factor weighted CQ§t 

Long-term Debt 36.00\ 
Preferred Stock 24 .. 00 
Equity 40.00 

'l.'ota.l 

Lonq-texm Debt 
Equ.-j,ty 

Total 

Capital 
Ratios 

20.35% 
79.65% 

10.50\ 
5.00 

13.00 

Cost Facto;: 

9.60\. 
12.00% 

necisioD 

3:.78-% 
1.20% . 
5.20% 

10.18% 

Weighted Cos;!: 

1.95-\ 
9'.56% 

11.5-1% 

Capi. 
Rati9s Cost Factor Weighted Cost 

Lonq-tem Debt 2o.iS% 9'.60% 1.95\ 
Equity 79.65% 10.33%. 8:.23" , 

'l!Otal ' ! 10 .13' 

* Midpoint of Staff recommended range.. 1 
R.. Rate Design I 

I ' 'there was no, eontroversy concerninq rate design other 
I 

than the irrigation rate question ciiseussed. beloW'.. The spread 
adopted, is based' 0' current Commission policy as expressed, in 
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/ 

H. Rate Design / 
There was no cont~oversy conce~g rate design other 

than the irrigation rate question diSCU~d below. The spread 
adopted is based on current commissio~oliey as expressed in 
0.86-05-054 in 1.8"4-11-041. It elim~ates multiple blocks. 
Service charges have been tixed at 'level high enough t~ offset a 
significant fraction ot apPlica7,t,1 fixed costs. 
I. Irrigation Rates 

Applicant provides i igation service, relyinq primarily 
on water from santa Paula ere .. Most of the customers are located 
so that they can use water pw/ped from applicant's wells when the 
creek is low. Two- of the cuJtomers, however, can only use gravity­
fed creek water; they use tfeir own pumps and pay tor their own 
electricity to lift water ~om the creek to field level. When the 
creek is low they must ~il their use while the others can 
continue to use water pumped by the utility from wells. 

The currently ~plied rate structure allows a rate 
differential between cusiomer classes.. Both of the qravi ty 
customers are satistiedJ~ith this rate differential, because they 
feel that they should n t De required to· pay for the electrical 
costs attributable to- the other irrigation customers. 

To save labo~ costs required to implement the 
differential rate, applicant wishes to· substitute a new rate format 
with a single rate tor/both pumped and qravity consumption.. The 
two gravity customers' have' protested this' change .. · One; Steven '.' 
smith, appeared and tertified as a public witness. He alsO. called 
and examined a utilitY

1 
Official. MS. Wigley participated by making 

a statement on behalf of the other qravity water user. 
During the ~urse ot the questioning , it became apparent 

that the question miglit· require consideration ot numerous contracts 
between irrigation cu~tomers and the utility as well as the' 
statutory prOhibitiOn\against discriminatory rates .. It appeared 
that none of the parties was prepared to make a presentation. on all 
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0.86-05-054 in I.8~-11-041. It eliminates mul~le blocks. 
Service charges have been fixed at a level ~9A enough to offset a 
significant fraction of applicant~s fixed sts. 
I. Irrigation btes 

Applicant provides irrigation service~ relying primarily 
on water from Santa Paula creek. Mos of the customers are located 

/ so that they can use water pumped from applicant'S wells when the 
creek is, low.. Two of the customers/, however ~ can only use qravi ty­
fed. creek water:- they use their o~ pumps and pay for their own 

/ 
electricity to lift water from t)ie creek to field level. 

The currently applied/rate structure is a rate which 
va:ies with electrical usage. I Both of the gravity customers feel 
that they should not be requi~ed to pay for the electrical costs 
attributable to the other ~i9ation customers. 

To SAve labor cors required to implement the 
differential rate~ applic~t wishes to substitute a new rate format 
with a single rate for bo~ pumped. and qravity consumption. The 
two gravity customers hare protested this change. One~ Steven 
Smith, appeared and testified as a public witness. He also called 
and examined a utility f.fficial. Ms. Wigley participated., by making 
a statement on behalf pf the other gravity water user. 

During the dourse of the questioning ~ it became appArent 
that the question mi9~t require consideration of numerous contraets 
between irrigation cdatomers and the utility as well as the 
statutory prohibi tior against diecr.inU.nato:y rates ~ It appeared 
that none of the ~iea was prepared to make a presentAtion on all 
of the matters poteftiallY at issue during the time alloted for 
this rate ease. Tlf proposed report recommended that this 
proceeding be reo~ned to deal with this issue. , 

ApPliC~'s comments note that the t~ protesting 
irrigation custom~~ have filed a separate complaint. 
(C.88-09-086, smith, wiglQY, at al. v SantA Paula Waterworks.) 

/ 

Because of this filing, it is no longer necessary to- issue this. 
\ 

\ 
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...-
ot the matters potentially at issue during the time alloted tor 
this rate case. ,. . / 

with the consent and participation ot the i~terested 
parties and Statt, special terms of submission wer/ arrived at. 
The utility was allowed to submit its case tor a"ingle-level 
higher irrigation rate without a complete reco~ on the matters 
raised by the protesting irrigation customers!. Any irrigation rate 
established by this decision would be cOlledted from them subject . 
to refund. They were to have the right t~continue to· litigate (or 
to use the commission's informal complai~ procedure) to seek a 
prospective change which would recogniz' the,alleqed wuniqueness* 
of gravity only service. Because of e refund provision" they 
could also seek a return of part 1 of the increase resulting 
from this decision. 
Findings or Fact; 

l. Applicant can achieve maintain an at Unaccounted-for-
Water loss, if it continues its ~ter replacement program. There 
is insufficient evidence to SUPPfrt a finding that applicant can 
reduce its loss to 7%. There is inSUfficient evidence to, support a 
finding that it can maintain t"rj'e 8% level without a program. to 
achieve meter aoeuracy. I 

2. Because of dissolve,d minerals, applicant's meters will 
run slow after a comparativeiy short service life. Most of the 

( . 

past excessive water *lossw;was due t~ ~lOW me~e~s. 
. 3 • Staff has not sho~ that ut:Ll:L ty dec:LS:Lons to· replace 

rather than repair large meters are imprudent. It is becoming 
diffieult to locate replaokment parts, and rebuilding is labor-

intensive.. I 
4. Durin~ the test and attrition years, applicant's premium 

for Worker's compensatio? Insurance will increase to the industry 
average, because ot olaims in 1985 and 198:6. 

• I • . 5. 'A:rJ.y disallowance' from' regulatory COmlUSS:LOn expense 
should be subtracted fr~m the estimated full cost, not from a 
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decision on an interim basis. The proposed decision is m ified 
insofar a necessal:)" to make this a final decision. Howrier, it is 
not intended that this change preclude complainan~s f om seeking 
any type of relief they ~ght have sought in this p. oeeeding_ 
PipdiDg§ of Pact 

1. Applicant can achieve and maintain anI" Onaccounted-for- 1 
Water loss, if it cont~ues its meter replacement proqr~. There 
is insufficient evidence to support a findi~that it can maintain 1 
the ,\ level ~thout a proq.ram to· achieve meter aceuracy. 

, I 
2. Because of dissolved minerals, .e.pplicant' s meters will 

run slow after a comparatively short serdce life. Most o·f the , 
past excessive water "loss" was due to· ilow meters. 

3. OUr~g the test and attritioJ years, applicantrs premium 
for Worker's Compensation Insurance will increase to the industry 
average,. because of claims in 198$ arid 198'6. 

4. Any disallowance from reqU1atory commission expense 
f 

should be subtracted from the'estimated full cost, not from a 
capped figure whieh represents the/utilitY'sprediction of the 

maximum amount of actual expense ihe Commission would allow. , 
S. Staff's estimate of $lZS per hour ae the going market , . 

rate for attorney se~ices is nr' the proper measure for legal and 
regulatory expense. 

S. Staff did" not demon.s1fate the Park management was 
imprudent for disbanding its a~aff of experienced regulatory 
experes. I 

7. Applieant's payrOll/costs are higher than other 
comparable utilities, and to that extent, unreasonable'. 

8. Applicant has not afequatelY justified its request for an 
additional allowance for payroll to implement Rule 11. 

9'. Applicant had ad~ate grouncls to believe that poly-u 
I 

tanks coatings. would. not have to be recoated for at leas't. 40 yeo.rs, 
a. much longer period than. o~er coatings, and that the savings on 

. . I . 
rec:oatinq would, in the 10111 run, offset the h1qher :I.n.1.t£alcost • 
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/ 
capped tigure which represents the utility's prediction the 
maximum amount of actual exPense the Commission would. llow .. 

6.. Start's estimate ot $~2S per hour as the ing market 
rate for attorney services is not the proper meas e tor legal and 
regulatory expense. 

7.. Statf did not demonstrate the Park agement was 
imprudent for disbanding its staft of experi need requlatory 
experts. 

8. Applicant's payroll costs are h'gher than other 
comparable utilities, and to. that extent unreasona]:)le. 

9. Applicant has not adequately ustitied its request for an 
additional allowance for payroll to ~lement Rule 11. 

10. Applicant had adequate qro~dS to believe that poly-u 
tanks coatings would not have to'be~ecoated. for at least 40 years, 
a much longer period than other coatings, and that the savings on 
recoating would,," in the long' run, offset 'the higher initial cost .. 

11. Applying' a poly-u coatiJg' does not release any solvent 
intO' the atmosphere. / 

12. Recoating the inside ot a tank requires additional etfort 
and expense to avoid releasing dbrasive and airborne debris into. , 
the environment. It is desir~e for economic and/or environmental 
reasons to select a coating whiCh will need replacement 
infrequently. poly-u coating Yill require recoating less 
frequently than coal tar or ep'o~ coatings. 

I 

13.. poly-u coatings will extend' the life O'f the tanks. 
, 1 • 

14. There is some degree O'f risk that the poly-u coating will 
I 

have a shO'rter than predictedtlife when used to coat water tanks • 
• Proper ratemaking treatment should provide an a.dequate means of , 

sharing this risk between s~eholders and customers. 
It 

15-. The economic benefi~ of the poly-u vill primarily 
benefit tuture customers who. will be spared thcl cost O'f recoating. 

. . 
Proper ratem.akinq treatment shOUld impose much O'f the added cost of 
poly-u on,benefited customersl 

~ , 
, 
'\ 
\ 
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10. Applying a poly-u coating 
into the atmosphere. 

11. Recoating the inside of a tank requires a~ditional effort 
and expense to avoid releasing abrasive and air~e debris into 
the environment. It is desirable for econOmicftnd/ or environmental 
reasons to select a coating which will need;='Placement 
infrequently. Poly-u coating will require~ecoating less 
frequently than coal tar or epoxy coatinsi. 

12 _ Poly-u coatinqs will extend tl:fe life of the tanks. 
13. There is some degree o·f ris that the poly-u coating will 

have a shorter than predictea life w n used to coat water t4nkS. 

~oper ratemakinq treatment should rovide an adequate means of 
sharing this risk between shareho1 ers and customers. 

14. The economic benefits 0 the poly-u will primarily 
benef1t future customers who wil be spared the cost of recoatinq. 
Proper X'atemak.i.ng treatment sho ld impose much of the added cost of 
poly-u on benefited customers. 

l5-. Proper ratemaking should encourage utilities -:~ . 
innovate prudently. 

l6·. Neither Staff nor applicant has recommended proper 
:r:atemaking treatment for ta coating. Staff's proposed 
adjustments of the costs 0 recoating the tank should be 
disallowed. 

17. Both Staff and pplicant agree that a new pump and 
associated mains are need d and should be allowed as advances. 

18:. Both Staff and applicant agree that the Staff estimates. 
for services is reasonab e. 

19-. '1'0 be consiste t with the useful lives. we have adopted, 
vehicles. purchased. in 1 SO should be found due for replacement, in 

the absence of proof th t any specific vehicles are in unusually 
good condition or have usually low mileage. 

20. Applicant ril spend mOJ:e fOJ: replacing hydrant heads 
than in past years. ~ e acceleration is in response to a 

I 
\ 

- 49 -



• 

• 

• 

A.S7-09-035 ALJ/JCG/jc 

16. Proper ratemakinq treatment should en ouraqe utilities to 
innovate prudently. 

17 • Neither Staff nor applicant has r 
ratemakinq treatment for tank coatinq. S ff's proposed 
adjustments of the costs of recoatinq th tank should be 
disallowed. 

lS. Both Staff and applicant a e that a new pump and 
associated mains are needed and should be allowed as advances. 

19. Both Staff and applicant #ee that the Staff estimates 
for services is reasonable. J' 

20. To be consistent,with the useful lives we have adopted~ 
vehicles purchased in 19S0 shoula/be found due for replacement, in 
the absence of proof that any SPfCifiC vehicles are in unusually 
qood condition or have unusually lowmileaqe. 

:1. Applicant will spend,kore fO: r~placinq hydrant heads 
than 1n past years. The acce~ration 1S 1n response to' a 

recommendation of fire officials. The recommendation is not 
unreasonable. I 

22. Applicant's 2- andf4-ineh mains should be replaced". It 
should qive priority to those small mains Which provide inadequate 

I 
pressure for fire proteetio~ Qr which ~enerate customer service 
complaints. J 

23. Applicant's decidion to purchase a camcorder was 
i 

prudent. i 
24. . Applicant has nt' proven that it needs to. spend "more than 

$2,000 for a new computer. 
25. Staff's methodo Q(JY for estimatinq retirements is more 

theoretical and complex + applicant's; absent a showinq that it 
is more likely to produc~1 ~ealistic predictions o·f utility behavior 
or that manaqement is likely to make imprudent retirements, it 
should not be adopted. 

Z6. Wells should be depreciated over a 30-year life • 
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/ 

• .reeommel).dat.ion of f1re officl.al". The reeommendation. i/ 
unreasonable. . / 

• 

21. Applicant's 2- and 4-inch mains should :be :replaced.. It 
should give priority to those small mains which pr ide inadequate 

pressure for fire protection or which qenerate c stomer service 
complaints. 

22. Applicant's decision to· purchase a camcorder was prudent. 

23 •. Applicant has not proven tha:Zit eeds to spend more thAn 
$2,000 for a new computer. 

24. Staff"s methodolo9Y for est· inq retirements is more 
theoretical and complex than applicant S; absent a showing that it 
is more l:i.kely to produce realistic edictions of utility :behavior 
or that management is likely to male: imprudent retirements, it 
should not be adopted. 

25. Wells should be depreei ted over a 30-year life. 
26. Staff has not introduc Any evidence to cast doubt on 

/ the reasonableness of the 20-year life for water treatment 
equipment adopted in D~84-11-1'S~ 

27. Staff has not introcr'uced any evidence to cast doubt on 
the reasonableness of the 6-~ar life for computer equipment 

adopted· in D.a7-09-07l. / 
28". Staff" has not adequately rebutted the utility"s 

experience-based' position Jhat its vehi.cles should be depreciated: 

over an 8-yearspan. I 
29. Applicant has. n?t justified a deviation from established 

ratemaking practice in ca1culating interest for income taxes. 
30. The Staff witn~ss did not claim the expertise to. predict 

local hOUSing markets. I .. 
31. Ignoring planned. developments for the sole reason that 

dev~lopers have not ye.,} been askeel to execute main extension 
I 

Agreements will distort the estimate of expected advances. '. 
32.. .ApPli,?,ant's.~st.1lDate of Haterial And· Supplies is based on 

a lonqer period than Jtaff"s single year and. should be adopted:. 
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27. Staff has not introduced any evidence t~~t doubt on 
the reasonableness of the 20-year life for wate~treatment 
equipment adopted. in 0.84-ll-115. ~ 

28. Staff has not introduced any evidence to cast doubt on 
the reasonableness of the 6-year life for~mputer equipment 
adopted in 0.87-09-071. I' . 

29-.. Staff has not adequately rebu.tted the utility's I 

experience-based position that its v~cles should ~e depreciated 

over an a-year span. ~ 
30.. Park has an unusually low proportion of debt in its 

capital structure. For customers, this is an expensive way to 
furnish capital, since the utili~ cannot deduct the cost of equity 
from its income taxes. It is reAsonable to shift avoidable tax 
expense to stockholders, ~y adyJtinq the Staff method of estimating' 
interest deduction. 

31. 'rhe Staff witness dJ.!O.. not· claim the expertise to, predict 
local housing markets. / 

32. Ignoring planned developments for the sole reason that 
k 

developers have not yet been asked to execute main extension 
aqreelll.ents will distort thel estimate of expected advances. 

33. Applicant's estimate of Material and Supplies is based on 
~' 

a lonqer period than staff1s single year and should be adopted. 
34. It is reasonable(:' to. recalculate the depreciation reserve 

for main office rate base ~to reflect the fact that the effective 
date of 0.87-09-071 -was'd~layed until-well'into thetestperiod.--

3S. Staff has not shown that applicant accrues sums for 
vacation and sick leave ~fore they are taken. 

\ 

3&. Applicant has not shown that there is no additional .float 
on checks for replenisbmkt after the payment is due. 

37.. Applicant has nbt made an adequate study to support its 
treat:ment of working cashi for goods. and services. 

38. When deciding t~ batch bills for payment to achieve 
operating cost savings, applicant has failed to compare those 

~ , , 
\ 
\ 
~ 
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• 
33. It is not reasonable to recalculate the depr ciation 

roserve for main office rate base to reflect the fac~that the 
effective date of O.S7-09-07l was delayed untiZW 1 into the test 
period. 

34. Staff ha~ not shown that applieant a crues sums for 
vacation and sick leave before they a:e take • 

35. Applicant has not shown that ther. no additional float 
on checks for replenishment after the po. ant is due. 

. / 
36. Applicant has not made an ade~ate study to· support its 

treatment of working cash for goods and! services. 
37 • When deciding to batch bill! for payment to achieve 

operating cost savings, applicant ha,! failed to compare those 
savings with other savings which coila be achieved by delaying 
payments until the date due. / 

lao There should be a consulnt rate of return on rate base 
for the anticipated life of this/rate order. 

39. Central office expens~ should not be disallowed. 

• 

40. A rate of return on e~itY of 13-.0% is reasonable, using 
the capital structure of 36\ lonq-ter.m debt, 24\ low-dividend 
preferred stock, and 40\ e<:f'liJy • 

4l. Applicant'S rate s~cture should eliminate rate blocks 
and lifeline; the service charge should be high enough to offset a 
substantial portion of the fixed cost. 

• 

42'. The s.ame level: Ofj rates should be applied to all I 
~igation customers subject to the outcome of the complaint of two 

43. Park controlled- he litigation in the Central 
qravi ty-oXuY customers. t 
Basin/Uehling proceeding;: Park controls Santa Paula'S conduct of 
litigation in this proceeding. 

I 
44._ Park' So financia!l interest in rate of return in this 

matter is comparable toil ~ interest in Central Basin/Uehling-
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saving's with·, other savings which could be 
pa)!l'llents until the date due". 

// 

39. There should be a constant rate of return on rate base 
for the anticipated life of this rate order. ;I 

40. Central office expenses should no;lbe disallowed. 
4J. _ All but a tiny fraction of applioant' s common 

aDd preferred- stock is owned by Park; appneant has no debt other 
than advances from-. Park. 1 

42. Park can be expected to obtain and furnish applicant with 
a:n.y additional capital needed. I 

43., Park's equity-to-debt ratio/is approximately 80%. 
I' 

44. Neither the Staff nor apPljcant has provided any reason 
why Santa Paula consumers should pay a proportionately different 
return' tor capital turnished by Park than paid by Uehling or 
Central ,Basin customers. I 

45. The rate of return found reasonable in D.87-09-071 

for Park and 'O'ehling and the actJ'al capital structure of Park may 
I' 

reasonably be adopted for appli~ant. 
40. Since applicant did n6t request a rate of return of more 

than lO.l8% on rate base its ra~e of return should be limited to 
" that rate. 1 

47. Applicant's rate stiFeture should eliminate rate blocks 
and lifeline; the service charge should be high enough to offset a 
substantial portion of the ti*ed cost. 

. \: .' . --' -. . -,.. , .. ,.. , '" 

48-. The sallle lever of r,'ates should be applied to all 
- r 

irrigation ,customers. The ~crease for two- gravity-only customers 
should be on an interim, refUndable basis r pending resolution of 
discrimination issues. J' 

49. Park controlled the litigation in the Central , 
BasinfOehling proceeding; P~rk controls Santa Paula's cond.uct of 
litigation in this proeeed~g. 

, .,11 

50. Park's- tinancial interest in rate of return in this· 
matter is comparable to itJ interest in Central BasinjUehling. , 

,j , 
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Con£lusions of Law // 

1. Applicant's main extension rule does not prohibit it kom 

financing any out-of-tract faeility, such as the tanks, With./ 

investor funds. /~ . 
2. A Standard Pxactiee is not a rule or re9'1llati~. A 

utility may recommend and justify a different solution/to a 

problem. ~ 
3. Standard Practices are quidelines;- they/do not l:lar Staff 

fromaaoptinq a different treatment if it finzs n a typical 
situation which justifies an exception. 

4. Unless a utility is not requ.ired t pay fees accountable 
as requ.latory commission expense before the;fime when amortization 
of such fees produces revenues to coverj payments, such. items 
should be eonsidered in working cash. 

5.. S,tandard Practice U-l& does tft require that vacation and 
sick leave be dealt with in working cash unless the utility in fact 
accrues enough payroll to fund such ~yments before the employees 

take the time off. / 
6. A utility is not required. to forego use of a neW' 

technology that is predicted to ;'duce costs solely because it 
cannot find. three bidders for cotnpetitive bidding. 

I 
7. The increases in rates and charges authorized by this 

decision are justified, and ~ just and reasonable. I 
8. The standud way tJ calculate income taxes for California \ 

ratemAkin~ is to use the ,a1rl wed expenses, including interes.t on 
debt. 

9 • 'to lim! t requ.latox:y lag, applicant should be ~le to make 
justified. increases effeeJive immediately. This decision should 

/ . 

therefore be effective w n ISigned. 
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. 
~nclusiODS of Law 

l. Applicant's main extension rule does no prohibit it from 
financing any out-ot-tract facility, such as. the/tanks, with 
:investor funds_ / 

2. A Standard Practice is not a rule ~ requlation.. A 
utility may recommend and justify a difterr solution to, a 
problem. 

3. Standard Practices are quidelines; they do not bar staff' 
from adopting a different treatment if' i/. finds an a typical 
situation which justifies an exception.L 

4. Unless a utility is not required to pay fees accountable 
as requlatory commission expense be!o/e the time when amortization 
of such fees. produces revenues to co~r the payments, such. items 
should be considered in working cas~ 

S. Standard Practice U-~6 does not ~equire that vacation and 
sick· leave be dealt with in workinJ cash unless the utility in fact 

I 

accrues enough payroll to fund such payments before the employees 
take the tilne otf.. r 

f 
6. A utility is not required to forego use of a new 

J 
technoloqy that is predicted to reduce costs solely because it 
cannot find three bidders tor co~petitive bidding. 

7. ~he increases in rateJ'and charges authorized by this 
decision are justified,. and are {just and. reasonal:>le except as 
provid.ed in Finding 48. 

8., To· limit requlatory,lag, applicant should be ,able to make 
, I 

justified increases effective immediately. This decision should 
, ~ 

therefore be effective When si9l;led. 

\ 
INTJm:Q{ ORDER 

I 
XT IS ORDEREJ) that: \ 

1.. Applicant santa Paula "\water Works, Ltd. is authorized. to 
file on or after the effective d.ate ot this order the revised rate \ . 

\ 
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ORDER 

r.r IS ORDERED that: /F 
1. Applicant Santa Paula Water Works, Ltd. is authorized to­

file on or after the effective date of this order the revfSed rate 
" schedules for 1988- shown in Appendix A. This filing s'hall comply 

./ 

with General Order 96-A. The revised schedules shall apply only to 
service rendered on and after their effective date( 

2. On or after November 5, 198:8, applicdt is authorized to 
file an advice letter, with appropriate SU~~ing workpapers, 
requesting the step rate increases for 19 8::;~hOwn in Appendix A 
attached to this order, or to file a lesser increase in the event 
that its rate of return on rate base, ad~sted to reflect the rates 
then in effect and normal ratemakinq a~~stments for the 12 months 
endinq September 30, 1988, exceeds thl later of (a) the rate of 
return on rate base found reasonable/by the Commission for Park 
Water Company for the corresponding/period in the then most recent 
rate decision, or (b) 10.18'. Thj(s fil1ng shall comply with , 
General Order 9&-A. The requested step rates shall be reviewed by 
the Staff to determine their cor!.formity with this order and shall 

I 
go into effect upon the StaffjS determination of conformity. Staff 
shall info:cn the CommiSSion, ;with notice to applicant, if it 
concludes that the proposed;rates are not in accord with this 
decision, and the Commission may then modify the increase. The 
effective date of the revised schedules shall be no earlier than 
January 1, 1989, or 40 cil.ys after filing, whichever is later. The 
revised schedules Shall/apPlY only to service rendered on and after 
their effective date. / 

3.. On or after/November S, 198:9, applicant is. authorized to' 
file an advice letter, with appropriate supporting workpapers, 
requesting the step~ate increases for 1990 shown in Appendix A 
attached', to this o:cder, or to file a lesser increase in the event. 

. J 

that :tts rate· Ofr on rate base, adjusted to reflect the rates 

/ -53-
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schedules ~or 1988 shown in Appendix A. This. filing shall comply 
with General Order 96-A. The revised schedules ~all apply only to 

. . I . 
service rendered on and after the1r effect1ve date. 

2. On ,or after November S, 1988,. applilant is authorized to­
file an advice letter, with appropriate supp;trtinq workpapers, 
requesting the step rate increases for ~9891sbown in Appendix A 

attached to this order, or to file a lessof increase in the event 
that its rate of return on rate bas"e,. ac:l~sted to reflect the rates' 
then in effect anc:l normal ratemaking ac11ustments for the 12 months 
ending September 30, ~988, exceeds the/later of (a) the rate of 
return on rate base found reasonable "bY the Commission for Park 
Water Company for the corresponding ~riod in the then most recent 

I 
rate decision, or (b) 10.18%. This filing shall comply with 
General orc1er 96-A. The requested step rates shall be reviewed by 
the Staff to determine their COnfo~ity with this order and shall 

J 

go into effect upon the Staff's de.termination of contormity. staff 
shall inform the Commission, with/notice to applicant, it it 
concludes that the proposed rateJ are not in accord with this 

I . 
decis.ion; and the commission may{then modify the increase. The 
effective date o~ the revised s;hedules shall be no earlier than 
January l, 1989", or 40 days after tiling, whichever is later. The 
revised schedules shall apply orily to service rendered on and after 
their effective date. I 

3. On or after November S, 1989, applicant is authorized to 
file an advice letter, with approp"riate supporting" wo'rkpape'rs~ .. 

I . 

requesting the step rate increases for 1990 shown in Appendix A 
I 

attached to this order, or to file a lesser increase in the event 
that its rate of return on ratb base, adjusted to reflect the rates 
then in effect and normal rat~aking adjustments. for the 12 months 
ending September 30, 1989, exc~eds the later of (a) the rate of 

I 

return on rate base found reasonable by the commission tor Park 
Water Company tor the corresPo~ding period in the then most recent 

I " 

rate decision, or (b) 10.18%. : This filing shall complywitb. 
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/' 
then in effect and normal ratemakinq adjustments for the 12 months 
endinq September 30, 1989, exceeds the later of (a) the rate/of 
return on rate base found reasonable by the Commission f~park 

/ 
Water Company for the corresponding period in the then/most recent 
rate decision, or (b) 10.18\. This filinq shall comply with r 
General Ord.er 96-A.. The requested. step rates shaltl be reviewed by 

/ 
the Staff to determine their conformity with this order and shall 
qo into effect upon the Staff's. determ.i.nation 6t conformity. Staff 
shall infol."m the Commission, with notice to. a~plicant, if it 

I 
concludes that the proposed rates are not ~ accord with this 
decision, and the Commission may then modify the increase.. The 
effective date of the revised SChedUleS/~hall be no earlier than 
January 1, 1990, or 40 days after filing, whichever is later. The 
revised schedules shall apply only 1 tservice rend.ered on and after 
the~ effective date. 

This order is effective today. 
Dated / , at San Francisco, California. 

I 
/ 

I 
/ 
I 
! 
f 
I 
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General Order 96-A. The requested step rates shall be reviewed by 
the Staff to determine their conformity With~iS order and shall 
go. into effect upon the staff's determination of conformity. Staff 

,shall inform. the Commission, with notice t'! applicant, if it , 
concludes that the proposed rates are not/in accord with this 
decision, and the commission may then m~ifY the increase. The 
effective date of the revised schedulesf shall be no earlier than 
January 1, 1990, or 40 days after filing, whichever is later. The 
.' I . rev:Lsed schedules shall apply only to serviee rendered o.n and atter, 

their effective date. I 
4. Insofar as there is an in~rease over existing rates for 

I • If- i, 
:Lrr:Lgat:Lon customers who are not ~nnected to appl:Lcant's system 
for providing pumped irrigation water, such increase shall be an 
interim rate subject to refund. IIf the questions of refund and 
tinal rate level tor such custom~rs are settled by negotiation, 

I 

applicant shall file an advice letter notifying the Commission o,f 
t 

the terms of the settlement anc:l!' asking for approval o.f any needed 
changes in tariff. ,If further !hearing is required, to. determine . ~. . 
&:Lther the future level o.f ra~es or questlons of refund, the party 

;' 
~ , 
• • I 

• 1 , , 
: 
i 
t . 
1 
\ 
\ 

! 

\ 
\ 

\ 
I 

\ 

\ 
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in this proceeLu no 
/, 

seekinq a hearinq may proceed by motion 
motion is filed within one year from today, 
will beeome final and not subjeet tOo refund. 

the tl.on rates 

This order is effeetive today. 
Dated , at San california. 

- S6 -
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j 
SAN'l'A PA'O'I.A WATER WORX$, LTD. 

Schedu.le Nil 
gNEnL METERED SERVICi 

/ 
Applicable to all general ~etered water service. 

TERRUORY l 
Santa Paula and vicinity,/ ventura County. 

j 
I 

I 
RaTES 

Quantity Rate: 

All water delivered-

Per Meter 
let Month 

per 100 'eu.tt • ••••• •• __ •• ~ •••••••••• 
1 

$0 .. 65-1 (C) (I)' ' 
. . I 

Service ChargeS~~ 

For SIS. " 3/4-ineh meter , .... ~. .. • ....... .. $. 7.30 
For 3/4-in ~eter .................. 8 .. 00 
For l.-incJ+.~eter ................... _ 10 .. 85 
For 1-1/2-in~ meter ....... _........... 14 .. 60' 
For 2-inc,h meter ................. 19.70 
For 3-indh. meter ............... 30.$0 
For 4-in¢h meter ................ 4~.60 
For 6-ineh ~eter ••••••••••••• 82.50 
For S-inbh ~eter .............. 122.50 

The servicJ· . Charge is a'readiness-to-serve-char<,?e" " , 
applicable/to, all metered service and to which loS 
to be added the quantity charge computed at the 
Quantity aates, ~or water used during the month. 

I, 

Note: To the abdve quantity rate should be subtracted a eN) 
surcharge tOf $0.033 per Cct for the amortization 
o~ $65,200 overcollection in the balancing account. 
The surcharge is fora 12-month period starting 
with the e~tective date of this tari~t. 

I 
I 
I 

eI) 

eI) 
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SANTA PAULA WATER WORKS, L'I' • 

Schedule No... l / 

~L HETEBEP SERVICE 

APP4ICABI~XTX ~ 
Applicable to all general ~etered water service. 

I 

1 
. . . / santa Pau a and Vl.Cl.IU. ty, Ve tura' County. 

l'E'ERITORY' 

Quantity Rate: 

All water delivered 
per 100' cu.ft .. · ........... , ............. . 

I 
Service Charges: I 
For,5/8 x 3/4-inc:h meter ................. . 
For 3/4-inch meter •. -_ .. - ....... . 
For l-inc:h lJeter ............. . 
For l-l(2-inch)lleter ............. . 
For: 2-in;(;eter .............. . 
For 3-inch meter ............. . 
For 4-in meter ............... . 
For 6-incJl meter ............... .. 
For a-inch meter ................ . 

Per Meter 
Per Month 

$0.65& .. 

$ 7.30 
8.00 

10.Ss.. 
l4.60 
19.70 
3·&.5·0 
49.60 
az.so 

122 .. 50 
I 

The Service,lCbarge is a readiness-to-serve charge 
applicable ~o. all metered service and to which is 
to be added(the quantity charge computed at the 
Quantity Rates, ~or water used. during the mOhth .. , 

f • Note: From the al:>;Ove quantl.ty rate a surcharge ot $0.033 
per cct should be subtracted for amortization o·f 
$65-,200 overeolleetion in the balancing account. 
The sureharge is tor a 12-month period startinq 
with the effective date of this tarifr .. 

l 
, \ 

\ 
\ 
\ 
\ 

(C) (I) 

(IL 

eI) 

(N) 
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SANTA PA'OLA WATER WORlCS, LTD .. 

Schedule No.. 1 

/' 

Each o:f the. :following increases in rLs lIIay be put into e:f~eet 
by filin~ a rate schedule which adds the appropriate increase tc the· 
rates in effect on that date. / 

Quantity Rate: 

For all· water delivered / 
Per 10'0 cu.:tt ..... _ ... _ .... _ ..... /.. .. ....... .. 

Service Charge: 

For 5/8 x 3/4-ineh meter .... _;_ ....... . 
For 3/4-ineh meter • _ ...... _ ••••• 
For ,1-;,nenmeter •• J" L •• ' •••• ' .. . 
For 1-1/2-l.neh meter ........... .. 
For 2-inch meter •• f .............. . 
For 3-inch meter .. i ............ .. 
Fox.- 4--inch meter ..................... . 
For 6-inch meter ./ ............... . 
For 8-inch meter J ••••••••••• 

Rate~ to be Etteetive 
1-1-8~ 1-1-9Q 

$ 0.0 

$ 0 .. 70 
0.80 
1 .. 25. 
1.40 
2.05 
3.50 
4.90 
8.S0 

11.90 

$0.0 

$0.30 
0.35-
0.60 
0.70 
0.75 
1 .. 50 
2.00 
2.$0, 
5.60 
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SAN'I'A PAULA WATER WORKS·, 

Sehedule No·. 1 

/ 
AUTHORIZEP SIE£, INCREASES 

Each of the following increa$Qs ~ates may ~e put into effeet 
by filing a rate schedulewbich adds the appropriate increase to' the 
rates. in effect on that date. 

911ant;j,j:y R~e:' 

For all water aelivered 
Per 100 cu.ft •••..•••••••..••••.••.•• 

Sel:Vice OlU-ge: / 

For S/S x 3/4-inch met~ •••••••••••• 
For 3/4-inch meter ............. . 
For 1-inch me r ............ . 
Fo:z:: 1-1/2-inch me er .............. .. 
For 2-inch m er •••••••••••• 
For 3-inch m ter ............ . 
For 4-inch eter •••••••••••• 
For 6-incn eter •••••••••••• 
For 8-inch eter •••••••••••• 

Rates to be Effective 
l-1-a2 1-1-90 

$. 0.0 

$ 0.75 
0.90 
1.15 
1.45 
1.70 
3.60 
4.90 
8.00· 

12".00 

$0.0 

$O.lS 
0.20 
0 .. 30 
0.3S. 
0 .. 75 
0.90 
1.50 
2.50 
3 .. 00-
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SANTA PA'OLA WA'rER WORI<5, LTD. 

• 

SChedule No. 3ML 

LOOn? MEASURED tBRIGATIQN ~SVICE 

mx.I~I.m . / 
Applicable to all measured irrigatio~ service turnished on a 

limited basis. L 
:n;ERIIQRY 

santa Paula and vicinity, Ventu county. 

RATES 

Quantity Rate: 

For all water delivered 
per ~oo cu.ft. •••••••••••••••.•••• $O.~7S (C) 

Speci~l COndjtion~ ;I 
1. ser..rice under this selled.ule is li:mi tecl. to the lands being 

rendered irriqation iervice as of February 15, 19S4. 

2·. ReqUests for each irrigation water delivery shall be made 
to the utility not J1ess than 48 hours in ad.vance of the 
time said d.elivery .is desired. 

I 
I 
I , 

! 
I 
r 
I 

{ 
I 

• \ 
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SANTA PAO'LA WATER WORKS, LTD. 

Schedule No. 3M!. // 

" LooTEP MEASUREP IBRIGATION SER'nCE 

/' 

ApPLICA2~~IX ~ 
Applieable to, all measured irrigationserviee furnished on a 

lfmited Dasis. / 

TEERITORX 

RATE~ :::::i::U::t::d vicinity, ~~a County. 

For all'water delivered, 
per 100, eu.ft ••••••• ,............. $0'.175 (C) 

Speeial conditions 

1. 

2. 

Serviee under this sehedule is lfmited to' the lands being 
rendered irrigatio serviee as of February 15,. 1954. 

Requests ~or ea irrigation water delivery shall be'made 
to· the uti'lity not less than 48 hours in advanee of the 
time said deliv' is desired. 

I 

\ 
\ 
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SAN'I'A P~OI.A WA'I'ER WORKS/LT ~ 

Schedule No. 3ML 

LOOTED MEASUREP IRRIGATION SERYIC;S 
I 

AUTHORIZ;SP ST;SP IN.CREASE~ 

Each of the following increase~ in rate~ may be put into 
etfect by tiling a rate schedule w~ich adds the appropriate 
increase to the ratesin.etfect o'dthat date. 

Quantity Rate: 

For all water delivered 
per 100 cu.. f't. .. ....... .,l • ..... ....... 

/ 
I 
f 
I 
t 

J , 

I 
I 
~ , . 
t 

f 

I 
/ 
I 

B~tes to be ;Sffeetive 
1-1-89 1-1-9Q 

$0.010 $0.010 
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SANTA PAULA. WATER WORKS,. LTO. 

Schedule No. 3M!. 

LIMITED MEASURED IRRIGATION SEanCE /' 

" " 

AUTHQRIZEP STEP INCREASESZ 

Each of the following increases in rate may ~e put into 
effect by filing a rate schedule which adds the appropriate 
increase to the rates in effect on that elate. 

be Etteetive 
1-1-9Q 

guantity Rate: 

For all water delivered 
per 1.00 cu.ft •••••••••••••• / 

• 

$0.010 $0.010 

/ 

I 
I 

'" I 

I 
I 
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SANTA PAULA ~ER WORKS,/, TO. 

Schedule No. 51' 
/ un SPEnm.ElL SERyr<;;Ej 

/" 
APPLICABILITX I 

Applicable to all ~ire sprinkler service. 
l 

3W:rTORX I 

WES 

Santa PaUla and vicinityJ'ventura County. 
t 

I 
! 

Per Service Per Month 

/. 

f Size of Service: 

4-inch •••••• 1.' .............. . 
6 .. inch ....... ' ..................... .. 
a-inch ...... , •• /. ...... , ........ -........ __ 

Spe9ia1 Conditions: ! ' 
$ 9.4$ 
l4.l5 
18.90 

eI) 
I 

(I) 

. 1 .... ,..# • l. The customer~ll pay, w~~out re~und, the ent~re cost o~ 
installin~ the fire sprinkler service. 

2. The minimum diame~r for fire sprinkler service will be 4 inches 
and the maximum dfameter will not be more than the diameter ot the " 
:main to which the/service is connected. 

3. The customer"s installation must be such as to effectively 
separate the fire sprinkler system from that of the customer's 
regular water $ervice. As a part o'! the sprinkler service . 
in$tallation there shall be a detector check or other similar 
device -acceptabJSe -to" the -Company' wb.ich "'wil"l - 'indicate' "the' use "'ot' " 
water. Any unauthorized use will be Charged for at the regular 
established rate ~or General Metered Service, and/or :may be 
qrounds for theE Company's discontinuing the tire spri~er service 
without liabili~y to the Company. 

/. 
4. ~here shall be ~o cross-connection between the ~ire sprinkler 

system supplied: by water through the Company's fire sprinkler 
service to any~other source of supply without the specific 
approval of the Company. ~he specifie approval will require, at 
the customer's~expense, a special ~ouble check valve installation 
or other device acceptable to the Co:mpany~ Any unauthorized 
eross-eonneetion may be grounds for immed.iately discontinuing 
the sprinkler service without liability to the Company • 

.; 
'I 

:" \ 
~ 
'~ 
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S.ANTA PAUIA WA'l'ER WORKS, L'I'O. 

APPLI,ABtLITX 

Schedule No. 5 

tIRE SPRlNELER SERVICE 

Applicable to all fire sprinkler service. 

TERRITQRY' 

Santa Paula and vicinity, Ventura count • 

RATE~ / • 
Per sery.ee Per Month 

Size or Service: I 
4-inch .... __ ... .... __ .. __ ....•.. ~. 
6-~nch' ..................... Z"o •• 
8-J.nch. ........ • " ............ __ • _ .. .. 

$ 9'.45-
14 •. 15-
la.90 

Special ~nditions: / 

1.. 'I'he custom.er will pay, without :r;efund, the entire cost of 
installing the fire sprinkler service. 

I 
The minimum diameter for fire sprinkler service will be 4 inches 
and the maxilllum diameter wil1/riot be more than the diameter of the 
:main to which the service is connected. 

ins 1 
. I . 3. The customer's ta lat~on must be such as to etfect~vely 

separate the tire sprink2er~ystem trom that of the customer's 
regular water service. As a part ot the sprinkler service 
installation there shall ~a detector check or other stmilar 
device acceptable to· the Company which will indicate the use of 
water¥ Any unauthorized use will be charged tor at the regular 
estab1ishe~ rate tor cene~al Metered Service, and/or may be 
qrounds for the Company's/discontinuinq the ~ire sprinkler service 
without liability to. the Company .. 

. 1 I • 
4. There shall be no cross-connection between the fire sprinkler 

system supplied by water!throuqh the company's tire sprinkler 
service to any other source of supply without the specific 
approval of the company_! The specific approval will require, at 
the customer's expense, ,a special double check valve installation 
or other device acceptable to the Company. 'AJly unauthorized. 
cross-connection may ]:)a i qrounds tor ilmnediately discontinuing 
the sprillkler service lthout lial>ility t<> the Company. 

\. , . 
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SANTA PAm:.A WATER WORKS, 

Schedule No. S­

UEE ~PRINKLER SERVICE 

AQIHOEIZED STEP INCBEA9tS 

Each of the fOllowin~ increases i~ates may be put into 
effect by filing a rate schedule which;adds the appropriate 
increase to the rates in effect on th date. 

~ize of ~ryic~: 

4-inch ._ .•..•........... 
6-inch 
a-inch 

-....•......•..•... 

, 

Bates t~ be Ettgctive 
1-1-89 1-1-90 

$O.SO 
Sl.20 
$1.55 

$O.SO 
SO.80 
$1.05 

(End: of Appendix A) , 
\, .. 
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SANTA PA'O'LA WAn:R WOR-RS, LTD. 

Schedule. No.. 50 

FIRE SPRmKLER SERVICE / 

~BIZ:O STEP IN~~E~ ~ 
Each of the following' increases in rates may ~e put into· 

effect by filing. a rate schedule which adds the

7
ap-propriate 

increase to-the rates in effect on that date. 

Rates to be Etteqtive 
l-1-Q2 1-1-9Q 

siso. SO.SO 
$'l.20 $0.80 
1.55 Sl.0·5 

Size 0:; service: 

4-inch 
6~inch .... -................ .. 
8-inch 

..••.•..•..•..•.... 

..••....•..•.. _ .... 

(Elld of Appendix A) 
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SANTA PAULA WATER WORKS" 

ADOPTEP QUANTITIts.; 

Net-to-Gross MUltiplier 1 .. 677 
ttncollectibles Date 0~21% 
Franchise Tax Rate 0 
Federal Tax Rate 34.12% 
state Tax Rate 9 .. 3t%. 

1. WATE~ ~QH~XQH Ca.. :E I l ~ 
Water sales (Dom) 1,481.0 
water Loss / 3a9.6 Well Water (Irr.) 518 .. 8 
Water Production 5,389.4 
Sur:taee Water 1,050.5-

Replenishment cost / $30,261 
(E:tt .. 7-l.-l.987) 

I 

PURCHASEP POWER 'CRHhl 
/ 

2. I 
I , 

I 
GS-:\. I 

I (Eft. 2-1-198"8) / 9,233 
PA-l. 
(Ett. l.-l.-1988, S~'5 HP) 1,l.71,397 
PA-2 I 

(Eft. 1-1-l.988, 5'90 KW) 2,412,685 
i 

Pulnpinq Cost $306,094 

3. W~t~~ ~QD~~t12DL~~t~ ~ ~l~~:z 

Commercial 278.55 Ce:t 
Public Authority 1,542 Cc:t 
Temp.. Service 500 Ccf 
Resale 12,000 Ccf 
Irrigation . - 22',48.2 Ccf 

ll..a2. .lll.O. 

4,545 .. 0 4,.60S.8, 
395.3 400 .. 8 
SlS.8 518:.8 

5,459.1 5,528.4 
1,050 .. 5 1,050 .. S 

$30,678 $31,095-

9,364 9,494 

1,l.83,542 1,195,579 

2,444,630 2,457,98,3 

$309,430 $310,420 
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SAN'rA PA'OIA WATER WORKS, LTD. 

ADOPTEP QUANTITIES 

Net-to-Gross MUltiplier 
Uncollectibles Rate 
Franchise Tax Rate 
Federal Tax Rate 
State Tax Rate 

1. WATER CONSUMPTION (ArF~) 

Water sales (Dom) 
Water I..oss 

2. 

Well Water (Irr.) 
Water Production 
Sur~ace water 

Replenishment Cost 
(Uf,_ 7-1-1987) 

PURCHASED POWER (KWh) 

2-1-1988) / 

1.677 
0.2'1 

o 
34.t2% 

9/3% 

/ 
~ 

/481.0 
373.5-
518-.8. 

S,373.3 
1,050.5 

$29,947 

9',190 

4,545.0 
378.3 
518.8' 

5,442~1 
1,050.'s 

$30,,359 

9,320 
GS-1 
(E!~. 
PA-l 
(Eff., 
PA-2 
(Eft. 

1-1-1988, 585 HP) 1,165,985 1,177,849 

3. 

f 
1-1-l988, 590 ptW) 2,401,538 

PUmping cost ! 
f . $300,731 

r. 
Water Consumption/cust. By Class 

; 
Commercial I 
Public Authority I 

Temp. Service i 
Resale ~ 
Irrigation ! 

:' 
t 
\ , 
~ 
i 
.j 
I 

:. 
f 

I 
i 
J 
I 

\ 

278.55 Cct 
1,542" cct 

500 cct 
12,000 Cct 
22,482' Ccf 

2,433,077 

$303,972 

4,608.8 
38.3.1 
518,~8' 

5,510~7 
1,050.5 

$-30,772 

9',449 

1,189,&70 

2,446,245 

$305,88.9 
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SANTA PAULA WATER WORKS, 

ADOPTEP QUANTITIES 

Range ~ 
I 
~ 
/ 

Block ~ 0-:3 ./33 / 244 

Block 2 Over 3 7 

'I'otal 1,951,8:96 

Gravity Flow (Ittiqati2 281,025 

Pumped Water (Irrigati) 28-1,02'S 
. / . 

AgQ~t~g ~~~~g~ ~~~~~ Q~ H~t~~ ~.~~ 

Commercial Meter~ 
S/8" x 3/4" S,38S 

3/4 ° , 1" 758: 
~ ~/2" 15S 

2"'" 139 
3" 26-
4"" I 14 
6-"" / 2 
8"" Q 

Total ! '6-,479 / 

Irrigation. ,I 25-

Private Fire 

;4" 6-
6* ~3-

8"'" Z 

Total 6-,530 

(End Of Appendix B) 

~. ~ 

236-,844 240,444 

1. 742,907 1,76-7,162 

1,979,751 2',007,606, 

281,025- 281,025-

28:1,025 28'1,02-5 

5,469 S,553 

° ° 771 784 
~SS lSS. 
142 145 

2'6 26-
14 14' 

2 2 
Q Q 

6,579 6·~579 

25 25 

. - 6- 0 
13 13-

7' 7 

6,630 6,,730 
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/ 
/ 

SANTA PAULA WA'XER WORKS, ;txt>. 
ApoptEP OUANTITIE~ 

AaQcted ~nSgmpti9D by Block Size (ce~ • Bapge 

Block 1 0-3 

Block 2 Over J. 

'Xota1 

Gravity Flow (Irrigation) 

PUmped water (Irrigation) 

/ 
2133-,244 236,844 240,444 

1/'18,652 1,742,907 1,767,1&2 
I 
,95l,896- l,979,751 2,007,60G 

2'81,025- 281,025- ·28.1,.025-

281,025 281,025 281,.025-

A~2~t~~ AV~~Ag~ ~~~1~~~~ H§t~~ ~£Z;!: 

commercial Metere4 

S/S."" X.3/4"" 5,385 5,469 5,S53 
3/4 0 0 0 

1."" 758 771 784 
1 1/2"" 1.55 155 1.5S 

2"" 139 142 145· 
3"" 26 2'6 2·6 
4' 14 . 14 14 
6' Z Z Z 
S- O 0 Q 

. Total 6,479 '6-,579 6,679 

Irrigation 25- 25 25· 

Private Fire 

4"" 6 . 6 6 
6' 13- 13 13 
8 w . 7 7 2 

Total • 6·,530 6,630' 6,.730 

) 
I 
I 
\ 

\ (:End O;f· Appendix B) 
I 

VI' 

.. 
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,. APPENDIX C 

SANTA PAULA WATER WORKS, LTD .. 

COMPARISON OF MONTHLY CUSTOMER BI 

AT PRESENT AND ADOPTED GE~ 
ME'I'EREO RATES FOR A S/8 X 3/4-I~ METER 

llaa 

Usage Present Adopted Amount Percent 
Cct Rates Rates Increase Increase 

0 $5.00 $ 7.30 $- 2 .. 30 46.0 
3 6.24 9.2S 3.0l 4S .. 3 

lO lO.3l l3 .. &1 3 .. 50 33 .. 9 
2'0 l6 .. 13 2042 4 .. 19 26.0 
25 19' .. 04 Z3 .. 5S 4 .. 5-3 23 .. S 
25·.1 AVCJ. 19-.10 23.64 4.54 2'3.S 
50 3·3. .. 59 i9 .. S.5 6 .. 26 l8 .. 6 

100 62 .. 69 

/: 
9.71 15, .. 5 

0 $ 7.30 $ S .. OO $ 0 .. 70 S.a.. 

• 3 9.25 9· .. 9S 0 .. 70 7 .. 0 
lO l3·.S1 14 .. 51 0.70 4 .. 8 

\, 20 20 .. 3Z 2l.02 0 .. 70 3.3 
25 23' .. 53 24 .. 28 0 .. 70 2 .. 9' 
25 .. lAvq .. 

23.64 / 
24 .. 34 0 .. 70 2 .. 9 

50 39 .. SS 40 .. 5S 0 .. 70 1 .. 7 
100 72' .. 40 73 .. 10 0 •. 70 1 .. 0 

~ 

0 $ s.ot $ 8· .. 30. $ 0 .. 30. 3 .. 6 
3 9· .. 9 10 .. 25 0 .. 30 2 .. 9 

10 l4: .. 51 l4 .. 8l 0.30 2.0 
20 2l.~ 21 .. 3Z 0 .. 30 l';'4 
25 24_ 8 24.58 0_30 l.2 
25 .. l AvCJ. 24 .. 34 24 .. 64 0 .. 30 l.2 
SO 40..,.5 40 ... 85 0 .. 30 0 .. 7 

lOO 73 lO 73 .. 40 0 .. 30 0 .. 4 

I , 

'. (End of Appendix. C) 
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APPENDIX C 

\ SAN'l'A PAULA WA'I'ER WORKS, LTD. 

" COMPA:RISON OF MONTHLY C'O'S'rOMER BILLS // 
AT PRESEN'l' AND ADOP'I'ED GENERAL I 

liETERED RAn:S FOR A 5/8 X 3/4-INCH METER 

uaa 
Usaqe Present Adopted. Percent 

Cet B~:t~~ Rates ID~l:~~:::i~ 
/ 

0 $- .5..00 $- 7.3C $- 2.:3~ 46.0 

3 6.24 9.27 ~3 
48~S. 

loO 10.31 13.86 :3 55 34.4 

20 lo&.13 20.42 .29 26~& 

25 lo9.04 23.70 4.66 24.5-

2S.1 Avq .. '19 .. lo0 23.77 4.66 24.4 

50 3,3.59 40.10 6.51 19.4 

100 62.69 72.90 10.21 15.3-

~ 

0 $ 7.30 $ 8 .. 0S. $ 0.75 10.3 

3 9'.27 10.0,2 0.75 8.1 

• 10 13-.. 86" '~4.6V 
0.7S 50.4 

20 20'.42 21.17' 0 .. 75 3 .. 7 

25 23.70 24.45- 0.75 3.2 , 25.1 Avq. 23.77 24.5,2 0.7S 3 .. 2 

SO 40.l0 40.8; 0 .. 75 l..9 

100 72 .. 90 73 .. 65- 0 .. 75 1.0 

/ 
~ 

0 S 8.0S S 8/.20 $ O.lS 1.9 

1 
3· ,10 .. 02 10.17 O.lS l.S 

loO 1.4 .. 61 l4.76 O.lS 1.0, 

20 ~1_];7 2'1 .. 32 O.lS 0,.7 

25 24.45 ' 24.60 O.lS 0 .. 6 

25.1 Avq. 24.52 4.67 0.15 0.6· 

SO 40.85- 40.00 O.1.S O.,4e 

100 73.65- 73.80 O ... lS 0.2 


