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Q P IJ!J 0 H 

~he California-American Water Company (applicant or 
Cal-Am) seeks authority to increase water rates for its Baldwin 
Hills District (District). 

~he applicant's proposed rates are designed to produce 
increased revenues in 1989, 1990, and 1991, as tollows: 

A.n.'Ol\<M CUDn.1lJl.tjS:..;ll<e~ _____ _ 
lJlg;~a§~ (000) EQ~nt .xncrea~ (OOO) E~ 

1989 
1990 
1991 

$174_9 7.01% $174.9 
97.6 3_64 272.S 

112.3 4.04 384.8 

7.01% 
10.91 
15.39 

At present rates, the monthly charge for 18.36 hundred 
cubic feet (Ccf) , the amount consumed by the average domestic 
consumor, is $,27.39. For such a consumer, applicant's proposed 
rates would result in higher ~ills, ~,Z follows: 
~ ~ ;tnc;rQa$;C 

1989 $28.04 $ .65 
1990 29.01 1.62 
1991 30.17 2.77 

A. N~ 

2.38% 
5.92 

10.12 

We have considered the evidence presented by applicant, 
by the Water Utilities Branch (Branch) of the Commission Advisory 
and Compliance ,Division (CACD), and by tho Oivision of Ratepayer 
Advocates (ORA). Based on that evidence, we will qrant a rate 
increase and establish new rates for water service. The domestic 
customer who now pays $27.39 for 1,836 cubic feet will pay: $28.33 
per month for the remainder of 1989: $28.96 ,per month for 1990: and 
$29 .. 63 per month for 1991.. Appendix F-BH sets forth the impact on 
other consumption patterns. The dollar amount of the increases we 
are granting are $88;,2'00 or 3.49% tor 1989 on an annualized. basis, 
$6S,800 or 2.5-1% for 1990"an4 $69,000 or 2'.5·7% tor 1991 • 
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B.. lIisto:tY: 
California-American Water Company acquired all of the 

water properties ot the california Water and ~elephone Company 
(Decision (0'.) 7041(:., dated March 8, 1966, and June 8, 1966. ~he 

acquisition was, accomplished on April 1, 1966 •. 

The last rate proceeding affecting the District was 
Application CA.) 85-05-092. General metered rates currently in 
effect are at the third level authorized :by 0.86-03-011. 'they 
~ecame effective on January 1, 1988. 

Applicant's Los Angeles Basin offices and operations 
centers are =aintained at the followinq locations. 

Baldwin Hills Field Office 4634 w. Slauson Avenue, 
Los Angeles 

Duarte 

San MArino 

Field & CUstomer 
Service Office 

General Office 

operations Center 

1101 S· .. Oak Avenue, 
Duarte . 

2020 Huntington Dr., 
San Marino 

8657 E. Grand Avenue, 
Rosemead 

Local management, engineerinq, accounting, and commercial 
functions are provided from the General Offices tor each District, 
or multi-district, operation. 'the operations centers consist of 
warehouses, yard facilities, meter testing facilities, garage~, 
etc. required tor operation and maintenance ot the zystems. 

1. Legal services are provided as required :by 
various firms for :both corporate puxposes 
and local district matters. 

2. Price Waterhouse and Co·. is retained tor 
the annual independent audit ot Cal-Am's 
records. 

3. computerized processing' of Cal-Am's· g'eneral 
and subsidiary ledgers is done :by the dAta 
processing center ot the AmerieanWAter 
Works serVice Company, Inc .. , in Voorhees,. 
New'Jersey. 
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4. On January 1, 1971, an aqreement was 
executea by ana between American Water 
Works Service Company I Inc. and. califomia­
American Water company whereby Cal-Am 
contracte~ for management services to be 
provided ~t cost by the Service Company in 
the areas of administration, engineering,. 
customer,. publie and employee relations, 
accountinq, corporate secretarial" 
treasury, insurance, data processing, and 
customer billing. 

c. Service ArU 
The service area is composed of the unincorporated area 

of Baldwin Hills (in Los· Angeles County) ana a very small portion 
of the City of Inglewood. In 1987, the District servea slightly 
more than 6,000. customers. 
D.. SOlgCe of s~l.Y 

The water supply for the District is obtained from five 
company-owned wells and trom two connections to the CUlver'City 
Feeder of the Metropolitan Water District ot Southern california, 
through its member agency, West Basin Municipal Water District., 
The District is 'limited to pumping 2,0,7 acre feet annually fro: 
the Central Basin. 

Approximately 50% of the water req1)';.;..ement is purchased 
from West Basin Municipal Water District and is already filtered 
and softened. The remaining water, produced from company-owned 
wells in the Cen~ral Basin, is of excellent quality and requires no 
treat:nent other than chlorination. 
E. £tQceedings 

A properly noticed informal meoting was held in Inglewood 
on Nove~er 7, 1988. One customer attended. He asked how the 
Commission determines rates ot return. The customer was also 
concerned about the indopendence ot the staff evaluation. The 
Branch representative responded to these inquiries. A utility 
representative explained the factors which the company' believes 
justify an increase. 
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The Branch conducted a field investigation and found the 
district's plant and service are qenerally satisfactory. At the 
public participation hearinq in Inglewood on January 24, 1988, no, 
members ot the public: (other thall intf,~rvenor) asked ,to· ~e heard. 

PUblic evidentiary hearing~ were held on a common record 
with A.88-09-041 and A.88-09-042 in the Los Angeles area on 
January 23 through 27 before Administrative Law Judge (ALJ) Gilman. 
The matter was taken under submission after tiling ot a joint 
late-tiled exhibit and briefs from all three appearances on 
March 3, 1988. 

The AU's proposed deeision was. issued on May 25, 1989. 
comments were tiled by Branch, applicant, and intervenor Duncan. 

We have corrected tor certain miscalculations pointed out 
by applicant and added cl,arifications requested ~y applicant. We' 
have not adopted any ot Duncan's comments. .As noted below, we have 
adopted different conclusions on financing tor construction work, 
in response to, Branch's comments. 
F. ~iscussion 

~he tables which appear in Appendix A-BH compare 
applicant's and Branch's'initial positions with the adopted 
figures. The rationale tor the adopted figures is discussed in the 
text below. (The discussion relies on decisions reached in 0.86-. 
03-011 in A.85-05-092, the last rate case tor CAl-Am's Baldwin 
Hills, San Marino and Duarte Oistricts. It also relies on tho most 
reeent Monterey District rate case~ O. 89-02-047. Finally, we hav~ 
referred to our Regulatory Laq Plan (RtP) for water utilities, 
adopted by Reso,lution M-470S· 'in 1979) ~ 

The text below'covers those issues'which still remain in 
dispute between Branch or ORA and applicant. OUr Analysis and 
resolution of those issues is explained. 

- s -
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G. S1xmmary ot Disposition of 
2f Haigr Issues 

issue. 
Aeeoreing to Branch the following points are no longer in 

1. ~onsumption 

a.. Average Services 
(1) Baldwin Hills 

(a) Residential 
(b) Bus.. Normal 

(2) Duarte 
(a) Residential 

:0. consumption Per CUstomer 
(1) Baldwin Hills 

(a) Residential 
(b). Bus.. Normal 
(c) Bus. Larqe 
(d) PA Normal 

(2) Duarte 
(a) Bus ... Large 
(b) PA Large 

(3) San Marino 
(a) Residential 
(b) Bus. Normal 
(c) PA Large 

c. Unaccounted for Water 
(1) Baldwin Hills 
(2) Ouarte 
(3) San Marino 
(4) Duarto 

(a) Residential 

2.. 0' H E2Q?ens~ 

a. Other - All Oistricts 

3.. A' G Expenses 

a. Lia:Oility Ins. Premium 
(1) All Oistricts 
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b. Requlatory Commission Expense 
(1) Attorneys' Foes 
(2) Employee Per Diem 

c. Outside Services Expen~e 
(1) San Marino 

d. Mise. General Expenses 
(1) All Districts 

(AWWA, Rotary, Kiwanis) 

e. Maintenance of General Plant 
(1) Baldwin Hills 
(2) Ouarte 

8. Bat~ BMQ 

a. Workinq cash - Lag Days 
(1) Purchased Water 

, (a) San Marino, 
(2) Goods and Services 
(3) Calif. Corp. Franchise 

Tax (CCF'l') 
(4) FICA 

We have adopted Cal-Am's recommended. number of employee 
positions, S6 in 1989 and $7 thereafter. This includes an 
additional employee to perform additional testing, a erOGS­
connection supervisor and a management trainee in both test years. 
We have rejected Branch's cost'estimate ~or this item which assumed 
that the historical number ot vacancies wou~d continua during the 
test years. We have instead adopted an arbitrary 2% reduction tor 
vacancies as proposed ~y applicant. 

on: 
In all Districts, our utility plant estimates are based 

1. A rate base which inclu4es Construction 
Work in Progress (CWIP), rejecting 
applicant's proposal to instead allow it an 
Allowance tor Fundz ~~ed During 
construction (AFODC). 

2. Service lives of 4 years tor autos and 
light trucks,. as proposed by applicant .. 
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3. An allowance tor all utility-planne~ 
replacements ot pumps and motors 

4. Adoption ot Branch-recommendod adjustment 
to the estimate tor turniture and carpets. 

We have adopted (with the exception ot the additlonal 
lab employee) the same level of expenses for the general office 
allowed in the Monterey decision, 0.89-02-061 in A.88-03-041, 
calitprnia-bmeriean. ID&r~ase Rates. MOnte~ey Qlsriet. (This 
accepts a Branch recommendation.) 

In calculating income tax, we have followed the 
methodology proposed ~y the applicant; this excludes interc~t 
oharges on AFODC; it also excludes the effect of interest on the 
unamortized portion of acquisition adjustment. 

We have'postponed considering the non-labor oost 
components ot applicant"s proposed new Los Angeles la):). 'this 
action is dictated by the Monterey decision, whioh held that 
examination of the costs should await the availability of actual 
costs. 

We have included in applicant's rate base, an estilnated 
$117,000 tor the.construction of a 12-inch main in Yitth Avenue. 
Our tindings adopt applicant's contention that the main is needed 
for current customer needs, rather than for expansion, as Branch 
contended. We have adopted staff's Materials and supplies 
estimate. 

We have adoptod a rate of return of 12.25%. This is the 
top .or ORA's ranqe o·f recol'lllUended rates, and is the samo rata of 
return adopted in the Monterey rate ease, supra. 
B. SUlD:IDary of Disposition of 

Minor Issu,s 

With the exception of the furniture issue, the parties 
did not brief the issues noted below. The furniture issue involves 
a very small sum. 

- 8 -
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In Baldwin Hills there are differences in estimated 
operating revenues. The Branch figures are ~ore conservative and 
will be adopted. 

In all Districts, there were differences in the 
allocation factors to be used to distribute certain labor-related 
costs between Districts. We have adopted the Branch factor as 
being less arbitrary than applicant's. 

In all Districts, Branch recommended that wc not escalate 
costs of liability insurance, as proposed by applicant. The :er~nch 
approach seems preferable pending final implementation'ot 
Propo=ition 103 insurance reform. 

In calculating income taxes, Branch did not deduct 
non-deductible employee expenses. 'Since Branch did not explain, we 
will adopt the company position. 

The Branch and applicant each used a differ~nt weightin9 
factor in deriving weighted average rate base. We have adopted the 
Branch figure .. 

All Hunexplained variances" shown on the tables have been 
resolved in applicants favor. 

We have adopted the Branch recommendations on furAiture, 
primarily based on ~n actual inspection. Cal-Am did not 
effectively r.efute the Branch conclusions that replacement was 
premature. 
I. Expenses 

1.. Pay:tQJ.l 

Three components produce the difference between Branch's 
and applicant's estimates for payroll. Applicant claims that 
allowance should be made for 56 employees in the 1989 test year and 
5-7 in 1990. Branch claims that the Commission should allow for 
only 52 anQ 53 employees shoulQ be alloweQ. ~he position for water 
testin9 is. discusse~ under "New LAboratoryH below. 

- 9 -
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a. Yagncies 
The tirst component is caused cy difterences in 

methodology. Applicant cased its payroll estimates on the number 
ot positions. Branch on the other hand, counted the number of 
persons actually employed on a certain date. On that date 
applicant bad a number of vacant positions. There was also one 
individual whose name did not appear on the payroll, because she 
had been paid in advance that month. 

Applicant does not expect to have any ~igniticant numbor 
of vacancies in the future, especially in,the hard-to-till 
technical category. Any vacancies which do occur are ~ore likely 
to be in the laborer categories. TUrnover in such categories is 
high; on the other hand", applicant can usually fill such poei tions 

, quickly. 
Applicant's showing satisfies us that it will continue to 

have'a full roster, except for minor, sporadic turnover. 
It we were engaged in retroactive rat~ing, the salary 

saving'S realized durinq,the period when vaea~cies existed should 
perhaps be tlowed through to customers~ However, we are charged 
with estimating what expenses· will be incurred in future'test 
years. We could not adopt Branch's pOSition without a showing that 
the past vacancy rate will likely recur in" the test year$. None 
was offered .. 

Applicant is willing to accept a 2% reduction in its 
original estimate to allow for future vacancies. There i~ no 
support in the record tor any greater reduction. 

We have therefore allowed for compensation for all • 
current positions, less the 2% reduction in total payroll for the 
vacancy factor. 

b. croQs=Csmne£1;ion S)l'pgryiSQr 

Branch concedes that a cross-connection supervisor is 
mandated by california law. However, it did not allow any salary 
tor this position until 1990. The utility confronted the Branch 

- 10 -
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witness with evidence that it was required to have a per~on in 
place during calendar 1988. Even so, the Branch did ~ot concede 
that its disallowance was in error. Instead, the Branch retracted 
its recommendation to allow tor a management trainee in both test 
years. It now claims that the trainee's 1989 salary should b~ 
disallowed on the theory the he was whired ••• without Commission 
approval. w The commission does not require a utility to obtain 
authorization betore tilling a new employee position. 

There is no basis in the record tor denyinq applicant 
compensation in both test years for both a cross connection 
supervisor and a management 'trainee. 

We find that rates should be based on applicant's 
estimates with a 2% reduction for future vacancies. 

2 _ ' Jk:alth Xn$J1X'MCC!: 

Applicant estimates an increase in qroup health costs of 
35% in 1989 with an additional ~% in 1990. The estimate is based 
on actual 1988 billings and advice from its insurance carrier. 
This is the same evidence which convinced the Branch to accept the 
same projection in the Monterey case, supra. Applicant also points 
to a recorded increase ot more than 20%. It turther contends that 
its costs ,tor this expense·element are lower than the costs ot 
comparable Class A wAter utilities. 

, Branch would allow only a lO% premium increase in 1989 
and another S·.4% in 1990. Its estimate is based on a S\lXlU!lar"J of 
rate increases ot some 36 health insurance providers and HMO's 
serving' the employees ot the State ot california. 

Applicant criticizes Branch's estimating' procedure. 
Applicant's insurance rate is etfective for an octo~er-to-Oetober 
year~ Branch based its allowance on the premium paid on January l, 
1988 and used that figure for the full test year 1989. This 
criticism is valid. Clearly, Branch should have adjusted its 
figure to convert Oetober-to-oetober experience tor use in January­
to-January test years. 

- 11 -
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Applicant also argues that Branch is comparing the wronq 
years. Its own estimate is ~ased on experience current as of 
october l, 1988. We do not know which periods were used to set 
rates by the insurance carriers chosen by Branch. We believe that, 
more likely than not~ the data was taken from an earlier peri04. 
At very least, this failure to· adjust for or consider this mismatch 
weakens the comparison relied on by Branch. 

It also should be noted that applicant is effectively 
self-insured. Its policy provides that premiums are based solely 
on claims from Cal-Am's,own employees. Thus, there is no sharing 
of rizk with other insureds. MorQovCr, the premium i= 
retroactively set to cover actual claims from those employees. 
Thus,' neither insured or insurer have any risk of misestimation. 
This offers another material distinction ~etween the group costs 
relied on by Branch and applicant's estimates. 

Branch un~ortunately tocuse4 on the ~ of increase 
rather than on the actual cost per employee. Consequently, it 
apparently did not check applicant's. claim. that its costs are lower 
than other major water companies. 

Branch has failed to convince us that the comparison it 
did make is 'siqnificant; on the'other hand, it failed to compare 
applicant's cost with other utilities, a comparison which would 
have been of great interest to the commission. We ,have, therefore, 
adopted, the applicant's projected health costs. 

3. General Office 
Branch's position is that a multi-district company should 

not be able to relitiqate the level of general office expense when 
there is a recent decision in another district on the merits. It 
therefore argues that the Commission should, (with the exception o~ 
the Monterey lab issue) adopt the costs allowed in the Monterey 
decision, supra. 

- 12 -
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Applicant argues strongly ~at it is entitled to a fresh 
look at general office expenses every t~e it files a new district 
rate case, regardless of the vintage of the last finding. 

Branch claims that its position is justified by the 
three-year rate case cycle whicb is the foundation of the current, 
experimental RLP, (supra). 

Applicant claims that Branch has recommended a radical 
new concept. It asserts that the Commission has tra~itionally 
treated each district as a stand-alone entity, and Got a new 
general office allowance in each proceeding. Branch does not 
challenge' this claim. Applicant also. argues that., in most 
i~stances, each successive set of district proceedings involves 
different test years. Furthermore, it accorts that uncontrollable 

, ,. 
delays in the Monterey proceeding caused tbe use of 1989 and 1990 
test years in that decision. 

Applicant also argues that it is unfair to deny it the 
right to, continuously update its general office allowance. It 
asserts that general office expenses will change over even ' 
relatively short periods. Sometimes, it claims, there are changes 
that reduce costs. It points out that such a change is present 
here. (~he company has sold its office furniture to a sUbsidiary 
which will lease, it back to cal-Am with a net savings of $02,692; 
some $,10,000 of this would be allocated to these three Districts). 

Neither party has provided adequate citations to allow us 
to, deciQo whether applicant's position is in fact the traditional 
way of dealing with multi-district ratemaking. However, the m~re 
fact,that a position is novel is not always justlfication for 
rejecting it. 

we' have ins':.ead rejected applicant's claim of unf .. "irness. 
We find no grounds to believe that general office expenses are more 
volatile than other expense eategories. As with other classes of 
expense r use of escalation factors can protect a utility from 
inflation throU9h the· three-year cycle_ Specitic allowanees can 
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deal with predictable changes, sueh as the change trom leasing to 
ownership. We also note that under,Branch's proposal, applieant 
would retain some ot the savings it it can tind ways to economize 
dl.'-:-ing -..he extended period between reviews. 

On the other hand,. we cannot accept Branch's argument 
that its proposal is simply a direct application of the RLP. 
Resolution M-4105· merely provides that rate eases are to be heard 
on a three-year cycle. There is no attempt to deal with the 
special problems ot a utility with several Distriets .. 

Branch's position, even though novel, shows eommen~le 
ingenuity. It seeks to· achieve the objective of reducing lag, not 
merely by requiring all partics to litigate taztcr, but by reducing 
the amount ot repetitious litigation. 

On the other hand,. we do not totally reject applicant'S 
arqument that it is rare for two successive district 'eases to share. 
the same test years~ Branch's approaeh in its present torm will 
only work where that is the ease. A signiticantly more 
sophisti~ated approach will be needed it ,it should seek to adapt 

.the once-every-three-year prineiple to situations Where sueeessiv~ 
rate eases overlap tor only one test year. This general problem 
should be addressed in the current rulemaking proeeedinq, Order 
Instituting Rulemakinq SS-03-003, which was issued to update the 
current RLP. Cal-Am's argument i,s not on point in these 
proeeedings, where circumstances make it pozsible to apply the 
Monterey District's tindings without adjustment~ 

Branch's suqqest~on is feasible in these proceedinqs, and 
reflects sound regulatory-policy., For the purposes of 'setting 
rates for these Districts, we will consequ.ently aciopt the General 
Otfiee e~enses allowed in the Monterey case. 

We find that: 
l~. The tinciings on g'eneral otfiee expenses 

trom the Monterey' decision are recent 
enoug'h to be adopted here_ 
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2. It is not unfair to limit an applicant to 
one opportunity every three years for a 
review of general office expenses. 

3. S'lch a limitation, when praeticaDle, will 
f~rther the o~jeetive of a rate case plan 
schedule .. 

4 - Hew Xi'horatoIY 
Applicant currently does all of its in-house testing for 

all Districts in a la~ located in Monterey. It proposes to open a 
new subsidiary la~ in the Los Angeles area to do testing for theze 
three Districts. Branch opposes the proposal as wasteful, and 
contends that all capital and o.perating' costs should. be d.isallo·~ed .. 

~his issue was raised and discussed in 0 .. 89-02-067 
reg'arding applicant's.recent Monterey District .. In 0.89-02-067, . . 
the Commission anticipated that·the proposed new facility would be 

. operating prior to the hearings in these applications .. It 
concluded that theca hearing's would provide an opportunity to 
examine actual operations of both facilities and to base a final 
decision on a review of recorded operational statistics. ordering 
Paragraph No. 6b allowed applicant to ask for an offset rate 
increase tor the Monterey District, if the Commission adopted its 
position in this proceeding. 

In this proceeding', applicant exhaustively analyzed. 
recent changes in requirements for water testing imposed by state 
and federal regulations. Especially significant is the federal 
Environmental Protection Agency's nearly final rule for coliform 
testing. This rule mandates an increase in ~etesting tor ~his one 
item from the current SO per year to 700 per year per District .. 
Applicant projects that the new facility will be needed to permit 
it to comply with these and other testing requirements. It 
projects that opening the new facility will be a more economical 
way to meet these new needs~ It seeks approval ot its projeetgd 
costs .. 
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Branch complains that the information needed to, support 
applioant's costs and projeotions of new testing requirements was 
not provided to it until the time of ~he hearing. It is espeoially 
ooncerned with the ;:omp~~y evidence whioh shows that coliform 
samples should be analyzed very quiokly. It oontends that company 
tactics left it without a fair opportunity to verify these claims. 

Branoh is apparently willing to oonoede that the new 
requlations will require a major inorease in the number of tests 
which must be performed7 it is not" however, persuaded that the 
added tests could not be performed more cost-effectively by 
oontracting out or by inoreasing the oapacity of the existing lab 
in Monterey. 

Neither party has ohallenged Finding 21 of the Monterey 
decision which states a preference,for actual costs. FUll 
compliance with that finding would require that applicant absorb 
all costs, including labor costs, of new tests until the lab has 
been in normal operation for a s~stantial period •. However, the 
Monterey decision plainly did not antiCipate that actual costs 
would not be available until Cal-Am's next District case. 

On the other hand, it appears to· be oonceded that new 
regulations will cause a major increase in the number of analyses 
which must be performed. Thero ~ppearG to· be no diGpute that 
applioant will'be performing all of the new tests by the time this 
decision beComes effective~ There is 'seemingly no question that 
the company would need an extra full-time employee whether or not 
the added work is done at the existing Monterey. lab or at new 
facility in the' Los Angeles area. Even if applicant were to 
contract out the added work, it would be unrealistic to assume that 
a thir~ party could perform the labor needed for a total price less 
than the wages and ~enefits for a cal-Am employee. 

We will allow the full wages and benefits (approximately 
$47,.000 per year) for the added employee for both test years_ All 
of the other cost questions will be deterred as provided in the 
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~onterey Decision until we have actual costs, and until the Branch 
can verity or challenge the time constraints on coliform testing. 

We will use information on these points to· decide whether 
to allow applicant the act\1~t cc-ct ot the new lab, as opposed to 
either constructive costs of contracting out or 0: dOing the work 
in Monterey. A comparison of actual lab costs with updated 
constructive costs tor the other alternatives, may be sUbmitted by 
advice letter rate increase covering the three Los Anqclcs 
Districts and tor Monterey. Branch ~y use this submission to 
decide whether applicant's position should be adopted on an 
~ parte basis or whether to request a reopening of this 
proceeding. 

We find that, under any alternative mode of performinq 
newly required testing, applicant will have to pay at'least the 
cost of one full-time employee. We conclude that the cost 
difterential between alternative modes should be resolve,d after 
applicant has SUfficient recorded information' on the operation of 
the new lab. 

In its comments, applicant suggests that the, remainder ot 
the L.A. lab expenses be considered in the upcoming Coronado and 
Village rate cases now tentatively scheduled tor late October •. 
This appears appropriate~ 

s. XD90me tAX 
a. Interest Deduction-Acquisition 

~ustment ' 

When considering. an allowance tor income tax expense, the 
partieo' usual positions arc reversed; the utility will seck to 
minimize deducti~le expenses, since this will increase the allowed 
tax expense and therefore the revenue requirement. Branch or 
intervenors, on the other hand, will seek to· maximize the expenses 
deducted in order to reduce revenue requirement. 

Branch's tax calculation would increase the interest 
deduction by includinq interest on unamortized acquisition 
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adjustment. Applicant claims that this is a novel approach; it 
asserts that all previous Cal-~ rate cases excluded this interest 
as a deduction. It contends that the Branch theory creates a 
mismateh ~etween the interest expens: tor taxes and that considered 
in analyzing applicant's capital needs. 

Branch's brief acknowleges that D.86-03-011 rejected a 
Branch proposal to include acquisition adjustment 'interest as an 
element in the income tax calculation. 0.86-03-011 characterized 
the disregard of such interest as Hreasonable. H 

that eharacterization should be followed here. ~his 

outcome is consistent with the Commission's traditional preference 
that interest considered in calculating total return should match 
the. interest used in income tax calculation. , 

b.. Werest on AFIjpC 

Since we have decided to allow applicant CW'.cp in rate 
base as a result of a Branch comment, this issue is moot. 
J.. E1AD1; 

1. Compensation for Funds 
'Cl$ed Qgrinq Construction 

~raditional ratemaking recognizes that utilities must 
~ake expenditures in new plant well before the plant is ready to be 
placed in service ana hence before it iG includc~ in rate ba~. 
Regulatory agencies normally select one of two methodS to 
compensate the utility for the use of such funds. One form of 
compensation allows "Construction Work in Progress'I" (CWIP) as part 
of rate ~ase; this· allows the utility to cover its construction 
financing costs during the construction period., 

AFUDC, in contrast, provides deferred compensation; an 
allowance for construction financing is added to the other costs of 
construction and capitalized.. 'I'he utility does not begin to 
recover for the use of the funds until the plant is placed in 
service. Once the plant is in service,. the utility will earn a 
return on the amount allowed for construction financing,. and will 
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recover depreciation just as with other costs of construction. 
The ~asic law is explained in Goodman v pistriet or Columbia ·psC 
(1974) 497 Fed. 2d 661 at 668, *Ct)he utility must ~e compe~ted, 
either by including rate ~ase interest during cons;~ruction or by 
includin9 in rate DAse the value of tunds invested 1n tho plant 
during construction.* 

The Proposed Decision recommended a conclusion that 
applicant was entitled to some form of compensation for the time 
value of fund.s used.d.uring construction. We have adopted. that 
conclusion. 

The Proposed. Deeision rejected Branch's theory that rate 
~ase included an allowance for contingencies, whieh would s~pply 
the needed compensation. Xt reasoned ~t it would ~e improper to 
include any contingeney allowance in any rate ~ase item, and that 
therefore, the utility could not look'to such an allowanee to" 
compensate it for the use of funds. We have also· adopted this 
determination. 

The Proposed Decision also assumed that the only form of 
compensation which could be consider-ed.under this record was AFODC. 
After considering Braneh's comments, we now recognize that allowing 
CWIP in rate base is a possible alternative.' 

Branch arques that there is a commission policy that 
water utilities should be allowed CWIP in rate base rather than 
AFODC as with energy and teleeommunieations companies. It asserts 
that this poliey was affirmed by the Commis~ion when it considered 
Resolutipn RR-2 on June 2, 1982. Branch is correct. Such a policy 
exists. 

The primary justification for this policy is tho short 
construction period for most such projects, usually less than a 
year. This means that customers will be asked to pay only small 
amount over a short period _ Even so·,. customers might ob:i act on 
theoretical grounds to payinq even small amounts to, finance plant 
~efore they receive any benefit from it. However, allowinq CWIP' in . 
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rate base means that, in the long run, they will pay less for the 
plant than if AFUDC were allowed. Moreover, allowing CWIP has 
other benefits to consumers; it increases cash flow, thu~ reducing 
the neeQ for outside financinq. Even whon outside finaneing is 
neeaed, the increase in actual cash earnings may allow the utility 
to bargain for lower interest costs. ~hese advantages are real 
enough and significant enough to override the theoretical 
objections. 

We see no reason to grant applicant an exemption from an 
established policy. To the extent that it has committed itself to 
AFUOC, it has done so unilaterally and with at least constructiv¢ 
knowledge of the Commission policy. 

_ We will not r~quire applicant to- correet .its books of 
account in this Order. Nor will we ma~e any adjustment to· the rate 
base used to calculate revenue requirement. However, we will 
expect this to- be done on a district-by-district basis in future 
rate cases .. 

2. Autos - ne,preei¢ion and PurchASes 

The utility plans to renew its auto- fleet ane light truck 
fleet every three years~ (In Baldwin Hills only, the light truc~ 
estimates are based on a five-year cycle: applicant has not 
explained the difference .. ) It proposes that depreciation rates be 
set accordinqly. In aaeition, it seeks reco9'l'1ition of plant . 
additions to replace cars Which are more tha~ three years old. 
Branch reeommends a lO-year life: it also would disallow fleet 
purchases to replace specific vehicles which are less than 10 years 
old. 

!he utility claims that a rapie turnover in ite auto 
fleet is economically justified. While depreciation lives are 
short~ the added cost is offset, it claims, by the higher salvage 
value it receives by tradinq in a relatively new car. It also 
contends that the added reliability of newer cars is especially 
important for a utility with widespread d1stricts. It also- notes 
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that there is a trade-otf between depreciation and repair costs. 
It turther p~ints to a commendable satet~ record. Branch has not 
pointed out an~ specific flaw in applicant's =ethodology or the 
ciata it used. 

Branch's brief claims that this is an area where mos~ 
adults have some expertise, sinco they must mAke similar judgcment~ 
in manaqin9' their own "fleets,." It argues that Ncommon sense" 
should justify a rejection of applicant's three-~ear life. We also 
note that three-year life are outside of the ranqe commonly 
permitted by U-4. We know of no other company which haz adopted a 
similar program. 

We share Branch counsel's skepticism that a three-~ear 
replacement cycle is the most cost-effective choice possi):)le. 
Applicant's counsel, 'possibly Al'lticipAting our ~kepticism, has 
sU9gested a fall-ba~k position, based on th~ four-year allowance 
for automotive equipment accepted in the Monterey Decision, supra. 
We believe that the 'fall-back position should be adopted for this 
proceeding alone. 

We have not adopted the Branch's recommended ten-year 
life. Its witness proposed a 10-year life, based on a uniqaely 
limited depreciation stud~l. 

. Should the issue arise again, we will expect showings 
which carefully quantify the trade-ofts between repair and 
replacement,. and between salvage values and depreciation costs. We 
would also prefer to have some basis 'for comp~rinq applicant's 

2 The Branch ciepreeiation witnezz basod hiz reeommQn~ation tor 
automoDile ocrvice lives on his exporience with a single person 
automobile. He claims that he Dought this vehicle new for $3,000 
and that he could sell it today for $2,000. Applicant asks that we 
officially notice that according to· the Kelley Blue Book,' list 
price tor his 1979 Chrysler CorcioDa was at least $6·,.537 when new; 
tOda~'$ resale value is between $525 and $1,.050. 

- 21 -



, 

• 

I 

A.88-09-040 ALJ/JCG/tcg * 

• 

experience with that ot other utility or non-utility fleet 
operators which have 'adopted a more conventional strategy_ Our 
objective would be to find a least-eos~ strategy which 40es not 
Cleqrade safety or reliablility. 

We tind that:. 
1. Applicant's plan to replace autos on a 

'three-year cycle and light trucks on a 
five-year cycle is not adequately just1tie4 
by its evidence. We are not persuaded that 
its plan is not unnecessarily costly. 

2. Branch has not supported its 
recommendation with an adequate study. 

We have concluded that: 

l. In evaluating an automotive replacement 
cycle, consideration should !:Ie q1ven to . 
safety and reliability. 

2. The 2ife and the salvage values from the 
Monterey Oecision are t~e most recent 
allowances available. Even though ,not 
discussed, they were acceptable to both 
applicant and Branch assigned to that case. 

3. The lite and salvage values tor light 
trucks and passenger cars from the Monterey 
Oecision should be adopted here. 

3. Ws:,ll Pumps and HQ;tors , 

Branch recommended that various projects to replace pumps 
and motors be disallowed. Generally, it conclUded that the 
pump/motor coml:)inations Cl.id not neeCl replacement if energy 
efficiency remained high. Branch also noted that it had allowed 
funds for contingencies in case of breakdowns. 

~he utility responds that older pumps frequently break 
down without exhibiting declining efficiencies. While efficiency . 
may be a siqn that an installation is-not wasting energy,. it does 
not necessarily·inClicate very much about reliability. 
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~he utility asserts that Branch fails to r~coqnize that 
breakdowns should be avoided if the utility is to avoid complaints 
about serviee. It argues that it is not truly eeonomical to wait 
tor a breakd.own and react, rather than adopting a replacement 
program to achieve reliability. It points to one incident where a 
breakdown contaminated a well, generating very high costs to place 
the well back in service: at the same time, the company was obliged 
to purchase substantial amounts of water at very high cost. The 
utility notes that actual costs of breakdowns regularly exceeded 
the amount of contingency funds· allowed for that purpose. 

Applicant arques that its aqgressive'plan of replacing 
pumps and motors was specifically approved in 0.86-03-011. Branch 
responds that the deeision stated. that the program Nis reasonable 

, for test years 1986 and 1987." It concludes that the 
reasonableness was limit~d to those test years and that the 
language invites relitigation. 

Branch places too much reliance on the phrase Nfor test 
years 1986- and 1987." This phrase appears in the discussion; there 
,is nothing in the discussion or findings to indicate that 
conditions would change ,after 1987. There was nothing in the 
conclusions or order to- indicate that the company was required to 
rejustify the proqram in the next rate case. 

We will therefore adopt a tin~inq for this proceeding 
which finds the program generally reasonable. ~his does not mean 
that the utility'S program is Hde-regulatedH as Branch's brief 
suggests. The utility still has the burden of showing that its 
e~enses for each district are reasonable. It aoes mean that in 
any Cal-Am rate case, the Branch estimate can no longer ~e written 
on a clean slate. Branch is free to, criticize implementation or 
recommend new approaches; but whatever it re90mmends must start 
with the finding made here. . 

We also reject Branch'& opinion that high efficiency 
alone is a reliable sign of pump· reliability. At the very least, 
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such a conclusion needs more empirical data to support it. 
Finally, we find that it is not imprudent to base decisions on pump 
replaoement on age~ Rather, it appears from the evidence that age, 
usage patterns, and experience wi~ various types ot equipment need 
to be considerQd. 

4. Fifth Avenye .Main Proj.es;:t 
This project will add ~,500 teet ot 12-inch transmission 

main between the 48th street well and the Arlington transmission 
main. It is expected to cost $117,000. Branoh believes that this 
project is designed to provide additional pipin9 oapacity tor 
tuture system needs, rather than to· serve the needs ot current 
customers. Branch also claimed that developors should bo expected 
to advance tho cost ot the project under the MAin Extension Rule. 

Utility testimony e~lained that the added capacity was 
needed to solve low pressure problems and to provide a two-way ~oed 
,and an alternative transmission route. Tho utility witnQsc also 
pointed out that the nearby service territory is nearly built out, 
making it unlikely that it would be able to compel any s~divider 
to tund the project. 

Branch's criticism of the project dOGS not address the , 
real question--is the improvement in flow wo~ the costs generated 
by the added investment? While the Branch witness did not discover 
what the issue was until the hearinq, he nevertheless had ~de~te 

time to p,repare re:buttal. The Branch did not otter any corrected 
testimony, or request additional ti~e to· prepare and or present 
such testimony~ 

A!ter submission Branch's ~riet recommended that this 
issue :be deterred. The :brief has not suggested What issues Branch 
would be able to raise if consideration were postponed. 

An immediate fin~inq in favor of the applicant is 
warranted.. Our tinding' will mean that the anticipatec1 capital 
expenditures will appear in adopted plant and thAt the depreciation 
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costs will be accepted as expenses in calculating the rates adopted 
in this decision. 

We tind that: 
1. The Fifth Avenue Main project is needed to 

improve flow for better service to existing 
customers .. 

2 • The improvement in service is worth the 
added cost. 

~. There is little likelihood that it could be 
funded by Main Extension contract or 
subdivider contri~ution. 

K. Rate Ba~ 
1. )SaU:x:ial and, Supplies 

Branch's estimates for this item are substantially lower 
than applicant's estimates. 

128,2 1222 
pi§.trie:t BrADQ m:ili"tt Branch ptility 

Baldwin Hills $ 7 .. 5 $16 .. 2 $ 7.9 $17 .. 0 

Duarte 8.5 16.2 9.0 17 .. 0 

San Marino lGdG 32,4 17.4 3~.O 

Totals $32.6 $64 .. 8 $34.~ $68.0 

Applicant's estimate was based'on a five-year recorded average, 
escalated by 5% per year. Branch's estimato was derived from an 
inventory figure supplied by the applicant, escalated by the 
Branch's non-labor escalation factor and by customer growth .. 

Branch claims that it cannot reconcile the numbors usod 
by applicant with its annual reports. It also argues that there is 
an inconsistency between the recorded fiqures and the figures used 
for the avera~c. According to Branch's brief, these problems still 
existed at the close of he~rin9', and were so. HglaringH that the 
utility's estimate must be. disreqarded .. 
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Applicant's ~rief, on the other hand, claims that the 
Branch estimates are far ~elow the recorded historical figures. It 
also contends that the Branch never adequately explained the 
derivation ot its method. It accordingly recommends rejection ot 
the Branch estimato. 

This is the kind ot dispute which should not arise When 
parties are adequately prepared tor hearing, and when they 
effectively use hearing time. Parties cannot expect a roasoned 
Qecision when thoy thems¢lvQs cannot explain the differences 
between their expert's recommendations. 

We have adopted the Branch-recommended allowance despite 
the very real possibility that incorrect data was relied on. 
Nevertheless, the burden of persuasion is on applicant, not on 
staff. Since we are not persuaded that the data underlying 
applicant's estimate is any more reliable th~n that underlying . 
Branch's estimate, we have adopted the recommendation of. the party 
not having the burden of persuasion • 

We 'have found that: 
1 ... ' Applicant's and Branch's M&S estimates are 

equally unreliable. 

We have conclude~ that: 

1. Where applicant's and Branch's estimates 
are equally unreliable, we should adopt the 
'esti~ate of the party not having the ~urden 
of persua~ion .. 

2. Applicant has the burden of persuasion on 
allowance for Materials and Supplies. 

L. De.Pre~iation 

1. Structures: Lif$: Estimates 
Standard P·ractice U-4 provides for a single life for 

various ~inds of structures. '!'his· is a composite lite which covers 
~oth the Qasic structure and other elements such as doors,. windows, 
and roots. 
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Applicant's witness developed two separate lite 
estimates, one tor the basic stru~~=e and a s~orter one tor all 
other components. 

There is a substantial ditference between the ultimate 
amount ot depreciation allowed by the two witnesses ~or other 
structures. Branch has adopted, tor example, a 1.37% depreciation 
accrual rate tor Source ot Supply Structures whereas applicant's 
witness recommended a rate ot 4 .. 58%. It is not clear how much of 
such differences is attributable to· the dispute over the dual life 
methodology and how much is due to other factors .. 

We have considered and rejected the applicant'c 
recommendations to adopt tho new methodology. Tho principle 
advantage of the new method.is that it allows separate study of two 
elements whi~h concededly need replacement with differing 
frequencies •. However, we are not convinced that the traditional 
method, properly applied,. will distort results. 

Cal-1Jn's proposed new two-life system will apparently 
work only tor utilities which have meticulous records. Thus, it 
may not be practical for other utilities to· tollow cal-Am's lead. 
On the other hand~ adopting it for one utility would make . 
intereomp~ny eomp~risons difficult and limit the benefits which 
would otherw~$e flow from adopting and ent~cin9 a unitorm system 
of accounts. 

Applicant~has the burden of proof to· justify the 
allowance it seeks. It should have provided a fall-back analysis 
applying the traditional methodology to· the same facts and 
judgement tactors. Since it chose not to do SO'f we will adopt the 
Branch's recommended figures tor life and salvage on all 
Structures. 

2. other PEmreciatiOD 
For all other accounts not specifically discussed, we 

have adopted the lives and salvage values proposed by applicant's 
wi tness. In general, he appears to have had more time to· study and 
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analyze utility records. Furthermore, Branch's recommended salvage 
values and depreciat.ion are based on the witness' apparently 
unsupported judgement. His treatment of the auto- service life 
issue makes us T-~luctant to place much reliance on unsupported 
judgement for depreciation questions. 

We also note that the Branch witness reli04 heavily on 
the Commission's Standard Practice 0'-4 for depreciation, last 
revised in the 60's. He did not attempt to determine which of its 
provisions might be outdated; rather he gave them all equal weight. 

Consequently, we will find that applicant's depreciation 
figures for all plant items other than Structures are reasonabl~. 
H. Return 

Applic~nt's rate of return witness relied primarily on a 
.OioC:ountod Cash Flow analysis. In hit; opinion, tho wa:ter buzinecc 
had become substantially m~re risky in recent y~ars. He pointed to 
new requirements for water quality and. the need for additional 
investment to meet current stand~rds. He was also concerned about 
the impacts of T.RA '86· which severely restricts water utilities' 
ability to finance growth using internally generated cash flow or 
money from subdividers. ~he.witness also complained of requlatory 
lag, whi~h averages more than 10.5 months tor applicant's rate . . 
cases •. He recommended a rate ot return of 13.5% on equity. He 
also projected a capital structure ot 5·7% debt in 1989, slightly 
less than 59% debt in 1990, and slightly more than 59% in 1991. 

~he Br~nch rate of return recommendations were presented 
by a ORA witness. He recommended a range of return on equity 
between 11.75~ and 12.25% for all. three years. The corresponding 
rate of return on all rate base would be between·l0.S9% to 10.81% 
tor test year 1989, and 10.62% to 10.82% for 1990, and 1991. He 
predicted that equity would represent' 42.83%, 40.39%, and 39.78% of 
total capitalization in the three years. 

In 0.89-02-067,. (Monterey District), the Commission 
adopted the ORA's methodology for estimating cost of long-term 
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debt. While it updated the ORA's short-term debt costs, it also 
adopted the ):)asic ORA methodolO9Y tor that element as well. 
Overall debt costs were estimated to, be 9.71% tor 1989, 9.78% tor 
1990, and 9.83% for 199!.. 

For return on equity, the decision adopted the top ot the 
ORA's recommended range, l2.25%. The adopted debt structure 
consisted of slightly less debt and more equity than recommended by 
the DRA witness in this proceeding. 

The Commission also lifted a restriction on financing 
imposed ~y 0.86249 in 1976. The restriction limited the utility to 
a capital structure in which long-term debt coul~ not exceed SO~. 

We see nothing in the evidence in this proceeding Which 
would justity any adjustment in the projections or evaluations 
adopted in the Monterey proceeding. We have accordingly tound 
reasonable the rate ot return on equity, th~ projoctod coot ot debt 
and the capital structure adopted tor the Monterey District, as set 
forth in the table below. The adopted rate ot return r~presents 
the top of the range recommended by ORA's witness in this 
proceeding. 

Adopt<:a Rate 0: Rej;um 

COlDPgnmt 

Long- and Short-Term Oabt 
Common Equity 

Total 

Long- and Short-Term Oebt 
Common Equity 

TO,tal 

Long- and Short-Term Oebt 
Common Equity 

Total 

l2§.2. 

capital 
Ratigs 

56.25% 
43,75 

100.00% 

l2.2.2 

58.00% 
42.00 

100.00% 

l22l 

58.75% 
.. 41.25 
lOO'.OO% 
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12.25 

9.78% 
12.25 

9.83% 
12.25 

. 
Weigbte<l ' 

Cgst 

5. ... 46% 
5.3,2 

10.82% 

5.67% 
5.15 

1.0.8.2% 

5.78% 
.s,0~ 

10.83% 
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N. Jl;le of Po$-SUlmission Information 
In its brief, Applicant argueel that we shoulel 41low it a 

hi9her rate 0: return than authorizeel in the Monterey decision. It 
asserts that the interest rate proje~ions, while only a tew months 
old at the time of hearin9s in these eases, are now seriously out 
of date. 

To use this data concerning changes in the financial 
markets in adjusting the rate of return, we woulel neeel the 
judgement and analysis of experts. The only acceptable way to ma~e 
a recor~ which includes input from experts would be to permit the 
exchange of testimony and possibly hearings. This kind of updating 
is prohibited by the current RLP for water utilities. 

This prohi~ition imposes roughly equal risks on.both 
consumer and ratepayer, depending on,whothor thero is an up- or a 
downtrend in relevant marXets. On the other hand, the risks of 
regulatory lag are almost exclusively on the stockholder. It 
should also be noted that applicant is not necessarily frozen into· 
the allowed rate of return for a full three-year period.. The 
stanc1ard ordering paragraphs adopted here will allow applicant to· 
incorporat~ a higher rate of return into· its 1990 or sUbsequent 
rate filings if one is adopted in a future district rate easc. 

o • 

We find that it is reasonable for applicant to ca~ 
12.25% for each ot the test years ana the attrit;on year; rates 
should be set at a level estimated to· earn that rate. 
o. Bate Design 

In Investigation 84-11-041, 0.86-05-064, tho Commizzion 
adopted a new rate desiqn poliey. Under this policy, the lifeline 
block was t·o be abolished~ all ,consumption was to· be charged for at 
a sinqle rate, except that up to· three quantity blocks were 
permissible if neeessary to establis~ industrial rates. the 
service eharge was to be set high enough to cover up to SO percent 
of the utility'S fixed charqes~ 
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Intervenor Duncan (Dune~n) argues that 0.86-05-064 is 
flawed, el~iminq that there was no representation tor consumer 
interests in that proceeding. A review of the tile shows~ however, 
that ~oward Utility Rate Normalization, cllifc~ia PUblic Interest 
Research Group, and Utility Consumer's Action Network were qiven 
notice and opportunity to participate~ None of those organizations 
tiled comments. Moreover, if Duncan wishes t~ challenge that 
decision, he should do so in thAt proceeding and not here, almost 
three years later. 

We tind that the rate design established in D~86-05-064 
is fair to all classes of consumers, and should be applied herc~ 
P. Intervenor's other Arguments 

1.. ~PpoG bv TaX-tunCl~d..,Aetiv.iti~ 
According to Duncan, Cal Am's business is' supported by 

the facilities and operations of several public agencies, including 
the Metropolitan Water District, the Flood Control Dis.trict ot Los 
Angeles County, West Basin Water District. According to· Duncan, 
the agencies' activities assertedly guarantee applicant an 
unlimited supply of water, and protection against salt water 
intrusion. Duncan argues that this support eliminates all risk tor 

'50% o~ applicant's business. ~his reduced risk should, he claims, 
justify a rate' of return on equity' substantially lower than that . . 
allowed applicant in the Monterey decision. 

~here is no, expert evidence which would support a fin~ing 
that a portion at applicant's business i~ riskless. There is no 
evidence to indicate that the activities of pUblic agencies would 
enable applicant to obtain financing ~t prices significantly below 
other utilities. 

~herefore" we have not attempted to determine what, it 
any, impact publicly funded operations have on applicant's 
financing .. 

" .. 
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2. Ccmsi<kx:ati2Jl 0;( Monterey Decision 
Duncan complains that the Monterey District Proposed 

Decision was not released until late in the hearinss on this 
application. He contends that this late rlllease lUnite<1 his 
ability to' ask cal-Am witnesses al)out "related. mat'tars .. " He ar9Ues 
that the situation in Monterey is distinquis~ler since there is 
no present need for mandatory rationing in any of these Districts. 
He also notes that cal-AM's utility operations in this area do not 
have to compete with the needs of steelhead or salmon fisheries. 
He argues ff(tJhere is no impact on the LA Region for reclaimed 
water." 

We do not believe that any ot these arguments would 
justify disreqardinq the Monterey decision', or ;i.%nposinq a lower 
rate ot return for-L.A. Basin operations, at least ,in the absence 
of expert te,stimony supporting such an outcome .. 

3. Rotting Casb 
Duncan criticizes the utility for withdrawing its eXhibit 

on working cash, thereby preventing him from cross-examining on the 
matter contained therein. He believes that the now rato do~iqn 
policy, by allowinq for rocovQry of up to 50~ of fixe4 charges in 
tho base rate should reduce the need for working cash.. He bas not 
supported this n;vel approach by demonstrating that applicant will 
experience less revenue laq. He is also concorned that tho adoptc~ 
figures would not adequatoly reflect "expedited meter reading and 
enhanced :billing system and oversight and overnight,. one day mail 
delivery." He has not cited any evidence which would support 
recalculating the Branch figures. 

Reproposes to redu~e the need for working cash DY more 
frequent or advance :billings to large users.. Finally" he proposes 
that customers be intormed that delays in payment increase the cost 
ot service.. He has not demonstrated that SUCh questions were 
raised before submission and we will not consider them further. 
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4 - Er,gc~al P.toblgmq 
Duncan contends that the utility made it ~ore difficult 

tor him to cross-examine by including reDuttal to Branch exhiDits 
in its case-in-chie!. This contention h4s no merit. It i= not 
clear why mixing rebuttal with case-in-chief evidence sbould hamper 
a cross-examiner. 

Duncan claims that the ALJ Wfacetiously defined and 
misjudged my pUblic comment and unfairly restricted my 
presentation ••• " We have examined the cited references and find 
only that the ALJ urged him to· expedite and, finally, set a time 
limit on an ~pening statement which was longer than applicant's and 
Staff counsel's statements combined. 

He complains that the AlJ did not offer him an 
opportunity to present direct testimony. we.note, however, that 
this proceeding was novel in that a representative of the Publ.ic 
Advisor's office attended all of the public participation hearing= • 
The ALJ repeatedly.recommended that all members of the public 
consult her for advice on hoW to participate. Duncan .apparently 
failed to heed this advice. Further, we note that he has had 
extensive experience in Commission proceedings in energy 
proceedings for the last 9 years. An experienced intervenor would 
recognize th~ need ·to identify the evidence to ~e. offered. as.' part 
of his opening statement.. Finally, his Drief has not shown that he 
had any relevant testimony to offer •. 

Wo havo :found that none 
adequately supported DY evidenee. 
opportunity to participate in the 
lindings Of Pact 

of Duncan's proposals is 
We conclude that he had a full 

hearings .. 

1. The Branch estimates for Bald.win Hills consumption are 
more conservative than applicant's. 

2. Applicant's. allocation factors are arbitrary, whereas 
Branch's are DAse¢ on analysis .. 

.... 
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3. Liability insurance costs are unpredictable, pending 
final implementation ot Proposition 103. 

4. Branch did not explain why it did not ignore non­
aeducti~le expenses in calculating income tax. 

5,. Branch's weightinq factor for derivinq weighted average 
rate ~ase is more realistic than applicant's. 

6. Applicant's payroll costs will include 56 employees in 
1989 and 57 in 1990. These include both a manaqement trainee and a 

cross-connection supervisor tor both years; predictable costs ot 
new water testing require an allowance of funds for either a new 
la~ employee or for contracting ,out. 

7. Applicant is willing to accept a 2% reduction in total 
payroll for the vacancy 'factor. There is no evidence to support a 
'greater reduction for vacancies." 

8. Group health insurance costs ~ill increase by 35% in 1989 
and an additional 5% in 1990 • 

9. The findings on general oftice expenses from the Monterey 
decision are recent enough to be adopted here. 

10. It is not unfair to limit an applicant to one chance 
every three years for a revision of general office expenses • . 

11. Such a limitation when practicable, will further the 
objective of the RLP. 

12. It is practicable to adopt Monterey General Office 
expenses for 1989 and 1990. 

l3. Applicant has not justifiea allowing it an exception to 
the general policy ot allowing water utilities CWlP in rate Dase. 

l4. Onder any alternative mode of performing newly required 
testinq, applicant will have to pay at loast tho cost of one tull­
time employee. Allowing salary an4 benefits for such a position in 
both test years will partially compensate applicant tor costs 
incurred. 
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15·. Branch has not justified inclutling interest on 
acquisition adjustment as a deduction in calculating applicant's 
income tax expense~ 

16. Applicant's plan to replace autos on a three-year cycle 
and light trucks on a five-year cycle is not adequately justified. 
~y its evidence. We are not persuaded that its plan is not 
unnecessarily costly. 

17. Branch has not supported. its recommendation with an 
ac:lequate study. 

lB. If a~opte~ for one company alone~ applicant's proposal 
for bifurcated service lives tor Structures would render it ~ore 
ditficult to· compare utility costs. 

19. The use of a single lite tor Structures has not ~een 
shown to distort depreciation. The only single lite available'on 
this record are those proposed by Branch Whi~h sho~ld be adopted. 

20. Applicant's two-life method requires accurate records • 
l,t may not be useful tor other Class A utilities .. 

21. Branch's salvage and removal values for .Structures, 
conform to its study of lives. 

22. It is not practical to, adopt a single life for Structures 
without also adopting Branch's recommendetl lives and salvage value 

/' 

/' 
./ 

for that account. 
23. For all other depreciation acc~unts, applicant's proposed ~ 

service lives and salvage values are supported ~y more complete 
research and analysis. 

24. Applicant's projected costs for pump· and motor 
replacement have been justified. Branch has not shown that 
applicant is performing premature replacements. Applicant's pump 
and motor repl~cement program is generally reasonable .. 

25. Energy efficiencY,is not necessarily a reliable indicator 
that' a pump is reli4ble~ A prudent managem~nt will consider aqe~ 
usaqe, anci experience with similar equipment in deciding when to 
replace. 
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26. the improvement in well reliability is wo~h the added 
cost ot the well replacement program. 

27. The Fitth Avenue Main project is needed to improve flow 
tor better service to existing customers. 

28. Applicant's and Branch's M&S estimates are equally 
unreliable. 

29. The rate ot return on equity, the projected cost ot debt 
and the capital structure adopted for the Monterey District are 
recent enough to be adopted here. Adopting the high point ot the 
rate of return on equity recommended by ORA in these proceedings 
supported ~y this record. 

is 

30. There is insuftieient evidence ot reeord to" support an 
updat:Lng of the findings to aeeount tor eha~ges in tinanei~~l 
markets oecurring atter submission in the Monteroy. proccodi~ng • 

3l. It is reasonable for applicant to earn l2.25% return on 
equity tor each o~ the test years and the attrition year; rates 
should be set at a level estimated to earn that rate. , 

32. None ot intervenor's proposals for redUction in 
allowanees or rate of return is adequately supported by evidence. 

33. In evaluating a replacement ~cle for autos and light 
trucks, consideration should be given to safety and reliability. 

34.. the rates set forth in Appendiees B-BR,. C-BH, and D-BH 
are just and reasonable and non-discriminatory tor the periods 
specitied. Applieant's existing rates insofar as they differ from 
the Appendix rates are unreasonable. 

3S. The amounts set forth in Appendix E-BH, Adopted 
Quantities, are reliable and should be used to consider any request 
for otfset relief. 
Conclusions or LAw 

l. The non-labor eost diftorential between alternative mode~ 
of providing additional testing should be eonsidered atter 
applicant has sufficient recorded information on the operation of 
the new lab. 
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2. ~he RLP now in effect does not determine whether or not a 
multi-district utility is entitlec. to.'relitiqate general office 
expenses with every successive district rate case. However, 
adopting such a rule for the rare instance where two successive 
district cases share the same test years is not arbitrary. 

3. D.86-03-0l1 decideCl not to include acquisition adjustment 
interest in calculating income tax. That issue should not be 
relitiqated here~ 

4. Applicant cannot deduct the interest allowed tor tund:; 
used during construction. Our income tax calculations should not 
include this interest as a tax deduction. 

S. Applicant is entitled to some compensation tor 
investments in capital projects betore they are allowed in rato: 
base. The Commission has broad discretion to choose among CWlP, 
AFOOC, and other modes of ~ompensation. 

6. The Commission has a policy allowing water utilities to 
be compensated for use ot tunds during construction by ewIP in rate 
base. ~hat policy should be applied to applicant~ 

7. There is no justitication tor distinguishing between 
short-term and long-term construction projects in allowing 
compensation tor tunds used during construction. 

S. In evaluating an automotive replacement cycle~· 
consideration should be given to- safety and reliability. 

9. The lite and the salvage valuos trom automotive equipment 
trom tho Montoroy Decision are the most recent allowances 
availa):)le .. 

lO~ ~he lite and salvaqe values tor light trucks and 
passongor cars trom the Monterey Oecision should ~e adopted here. 

11. All Class A water utilities should use the same system 
tor recordinq and estimatinq depreciation and salvaqe tor 
structures. 
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12. Where applicant's and Branch's estimates are equally 
unreliable, we should adopt the estimate ot the party not b.a.-ling 
the ~urden of proof. 

13. Applicant has the ~urden ot proot on allowances tor 
Material and Supplies. 

14. It is not reasonable to adopt applieant's reeommendatio~ 
for dual lives tor structures. 

15. The RLP for water utilities adopted in 1979 prohibits 
updating' of financial market data atter the first round ot 
exhi~its. 

16. Ouncan was not denied an opportunity to partieipato 
fully. 

17. Because of the rate case plan sched.ule, this order should 
~e effective today • 

. 18. Applicant should be authorized to establish the Appendix 
rates on the dates specified • 

ORDB'R 

IT IS ORDERED that: 
1 •. California-American Water company is authorized to file 

on or after the etfective date of thi$ order the revised rate 
schedules for 1989' shown in Appendix B-BH tor its Baldwin Hills 
Division. ~his filing' shall comply with General Order 9O-A. The 
reviseo. schedules shall apply only to- service reno.ered on and after 
their effective date. . 

2. On or after Nove%ll:ber 5" 1989, California-Alnerican Water 
Company is authorized to file an advice letter, with appropriate 
suPportin9 workpapers, requesting the step rate increases tor 1990 
shown in Appendix C-BH attached to this order, or to- file a lesser 
increase in the event that the rate ot return on rate ~ase for its 
Baldwin Hills Division, adjusted to' reflect the rates then in 
effect and normal ratemakinq adjustments tor the ml!lntbs between the 
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effeetive date of this order and Septe~er 30, 1989, annualized, 
exeeeds the later of (a) the rate ot return found reasonable by the 
Commission for California-Ameriean Water company tor the 
eorresponding period in the then most recent rate decision, or 
(b) lO.82%. ~his tiling shall comply with General Order 96-A. ~e 

requested step rates shall be reviewed by the statf to determine 
their conformity with this order and shall go ~~to eftect upon the 
statf's determination ot conformity. Staft shall intorm the 
Commission it it finds. that the proposed rates are not in accord 
with this decision, and the Commission may then modify the 
incr~ase. The effective date of the revised schedules shall be no 
earlier than January l, 1990, or 40 days atter tiling,. whichever is 
later. The revised schedules shall ~pply only to service rendered 
on and atter their ettective date. 

3., On o~ atter November S, 1990, Ca~ifornia-Ameriean Water 
Company is authorized to· tile an advice letter, with appropriate 
supporting workpapers, requesting the step rate increases tor 1991 
shown in Appendix D-BK attached to this order, or to tile a lesser 
increase in the event that the rate of return on rate base tor its 
Baldwin Hills Division, adjusted to'retleet the rates then in 
effect and normal ratemakinq adjustments for the month~ ~etween the 
effective date of the increase ordered in the previous paraqraph 
and September 30, 1990, aMualized, exceeds. the later ot (a) the 
rate of 'return found reasonable by the commission for california­
Ameriean Water Company for the corresponding period in the then 
most recent rato dacision, or (b) 10.82%. This tiling shall comply 
with General order 96-A. ~he requested step rates shall be 
reviewed by the staff to determine their conformity with this order 
and shall 90 into effeet upon the staff's determination of 
contormity. Staff shall inform the Commission if it finds that the 
proposed rates are not in accord with this deeision, and the 
Commission may then. modify the inerease. The effective date of the 
revised schedules shall be no earlier than January 1, 1991, or 40 
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d.ays atter tiling, whichever 15 later. The revised schedules shall 
apply only to s~rviee rendered. on and after their ettective date. 

This oraer is eftective today. 
Oi'\ted Jut 19 1989 , at San Francisco, CAlitornia .. 
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being necessarily absent, did 
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Xtcms 

Ope%'. Revenues 
ReV. frcm Centx'. 

'l'ot:.al Revenues 

Expenses 
o & M Expenses 
t.7nOOllec:tibles 
SUbtOt:al 0 & M 

A&G~ 
F.ranchise 
Gen. otf.. (w/o Oepr) 
SUbtotal A & G 

Ad Valorem' TaXes 
Pay,roll Taxes 
Depreciation (+ GO) 
ca.:tnc:aneTax 
Federal. Income Taxes 
Total~ 

Net IU!vE'l'lUeS. 

:Rate Base 

RateotRetuxn 

• 
APPENDDC A-Eli 

Pagel 
CALIFORNIA-AMERICAN' WATm. CO. 

(~HIUS) 
1989 

~OF~ 
($000) 

l1.t111~ Bram;b 
~~ ~ ~ ~ 

$2,493.1 $2,668.0 $2,.559.3 $2,726.7 
2.~ 21~ QI~ Q.,§ 

2,493.6 '2,668.5 Z,559.9 2,7Z7.3 
. '. 

1,240.8 1,.240.8 1,247.8- 1,247 .. 8 
2& aE~ 2& a.&~ 

1,248.4 1,249.0 1,255.6 1,.256.1 

356.3 356.3 334.1 334.1 
0.0 0.0 0 .. 0 0 .. 0 

l~J,Q W.lQ 1~1,.Q 11:1..2 
499.3 499.3 ·475.1 475.1 

40 .. 1 40 .. 1 37.3 37.3 
36.6 36 .. 6 37.6- 37.6 

215.9 215.9 14Z.s 142 .. 8-
30.5- 46 .. 7 38.0 53 ... $ 
22 .. 2 ~~Ia ll.§'£~ 192.r.2 

2,162 .. 8 2,233.4 2,,104 .. 7 2,.172.2 
.. 

330 .. 8 435 .. 1 455.2 555 .. 1 

3,790.0 3,790 .. 0 3,549 .. 3 3,549.3 

8.73% 11 .. 48% 12.83% 15 .. 64% 

(NegativO) 

~ 
~ Autllor'iW 

$2,528.7 $2,616.9 
Q.~ 2.~ 

2,529 .. 3 2',617.5-

.-. 
1,247.0 1,247.0 

Z,2 ~12 
1,254.7 1,.255.0 

352..4 352'..4 
0 .. 0 0.0 

1~§11. ~r.l 
498.5- 498.5 

39.5- 39.S 
38 .. 1 38.1 

214.7 214.7 
35A 43.5- , 

12:21~ 1:t§.:Z 
2,190 .. 5- Z,226.1 

338.8 391.4 

3,617.8- 3,617.8 

9 .. m 10~ 
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APPENDIX A-IE 
Page 2 

CALIFORNIA-AMEXCCAN WATER CO .. 
(BAI.tWXN HIUS) 

1990 
SOMMARY OF EARNINGS 

(SOOO) 

ytll1~ BrMeh Adocted 
Items Present ~ Present ~ Present AUtll9t:;i.zed 

Ope%'. Revenues $2',498.0 $2,770.fJ S2',570.4 $2,836.1 $2,535 .. 4 $2,689.6-
Rev. from COrtb:. 2·~ 2x§ 2.2 2 .. 2 2.:z 0.2 

Total Revenues 2,.498.6 2,771.1 2,571.1 2,836;8 2,536 .. 1 2,690.3 

~ 
O&M~s 1,262.8 1,262.8 1,273 .. 3 1,273.3 1,269.0 1,269.0 
Uncollectibles :Z& ~,~ 2...2 a.2 1-...a 8..2 
S\mtotalO&M 1,270.4 1,271 .. 3 1,281 .. 2 1,282.0 1,276..s. 1,zrJ.2 

A&G~ 374.1 374 .. 1 348.7 348.7 370.0 370 .. 0 .. .. 
Franchise 0.0 0 .. 0 0 .. 0 0.0 0.0 0.0 
Gen. otf. (w/o OCpr.) 112& 112E~ U21~ 1£L~ 1:2~,2 l$.9 
SUbtotal A & G 523.6 523.6- 496 .. 2 49&.2 S22.~ :>22.9 

Ad Valorem 'l'axes 44.9 44.9 37.3 37.3 41 .. 3 41.3 
Payroll Taxes 39.6 39.6 , 3;7.6 37 .. 6- 39.7 39 .. 7 
Ocpreciation (oj. GO) 229.1 , 229 .. 1 142.8- 142.8 2Z7.7 2Z1.7 
Ca. Xnoornc ~ 21.1 46.3 31.9' 56.S 27.4 41.7 
Federal Ineomo 'l'~ ~l.J 1~~...Q 2a~ lB.2.2 ~3.rJ 139·9 

Total Expenses 2,189.9 2,299.9 2,l25.5- 2,232.6 2,219.0 2,28l.4 

Net Revenues 308.7 471.2 445 .. & 604.2 317 .. 1 408.9 

RAte Base 4,074.7 4,074.7 3,692' .. 1 3,692'.1 3,780.0 3,780 .. 0 

Rateot:Retu.tn 7.57%, 11.56% 3.2.07% 16 .. 36'0 8:.39% 10..82% 

(Negative) 
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CAl'..X.FORNIA-AMERICAN WATER: co. 
(BAJ'..tW,[N HILtS) . 

1989 
INo:r.m 'l:l,\X ~ 

($000) , 

U:t:i.li.1:'i; 
iiiSiJi~ ~ It.ems Present 'Pmposed Presq!t-ythOrlw 

'D:Ital Revenues $2,493.1 $2,.668.0 $2,559.3 $2,726.7 $2,528.7 $2,.616.9 
Expenses 

Operations & Maint. 1,248.4 1,249.0 1,255 .. 6 1,256.1 1,254.6- 1,254.9 Admin. & General 356 .. 3 356 .. 3 334.1 334.1 352..4 352..4 Taxes,O/TIncome 76 .. 7 76 .. 7 74.9 74.9' 77.6- 71 ... 6 Gen .. ott. l.~~ li~&Q l~l.&~ 1~112 li§.rJ. 1~&l SUbtotal. 1,824.4 1,825 .. 0 1,805.6 1,806 .. 1 1,.830 .. 7 1,.831.0 
Deductions- .. CA. ~ Depreciation 148 .. 6- 148 .. 6- JA3.S. 143.5 146.2 146.2 Inte.1:est 192.6, 192.6- 201.6 201 .. 6 171.; 171 .. 5 , 
CA Taxable Income 327.5 501.8 408.6 575.5 380.3 468 .. 2 
CO'T 30.5 46 .. 7 38 .. 0 53.5 35..4 43 • .5-
Deductions 

Fo:I. 'l'bX Deprcciat 166.4 166.4 157.7 157.7 160.2 160.2 Int:e:r:est 192.6 192 .. 6, 201.6- 201.6- l:7l. .. 5- 171.5 
'f!'1:r- Taxal:Jle Income 279.2 437.3 356 .. 4 507.8 330.9 410.7 . 
m (l3etore Adjustment) 94.9' 148 .. 7 121.2 172 .. 6- llZ .. S 139 .. 6-Prorated Adjustment 0.0' 0.0 . 0 .. 0 0.0 0.0 0.0 Investrool1t Tax Credit (2 ... 9) (2.9) (2'.9) (2 .. 9) (2.9) (2.9} 
Net Federal Income Tax 92'.0 , 

145-.8 118.3 169.7 109.6 :.36.7 

(Ne,qativc) 
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C\UFORNIA-AMERICAN WATER 00. 
(BA.l'J:MIN HIr..tS) 

1990 
INo:::r.m 'rAX 

($000) 

1lt1l~ Pr;¥;nt~ ~ Items 
Present ~ Present . 

Total Revenues $2,.498 .. 0 $2',.770.5 $2,570.4 $2,836.1 $2,535.4 $2,690 .. 3 
~ 

Operations & Maint. 1,270 .. 4 1,271.3 1,.281 .. 2 . 1,.282 .. 0 1,276 .. 7 1,Z'n.l Admin. & Gc.ncral. 374.1 374 .. 1 348 .. 7 348 .. 7 370 .. 0 370.0 ~ Ol'!:' Xncame 84 .. 5- 84.5- ' 74.9 74.9 81.00 8l; .. O Gen. otf .. 142E~' 1~21~ liZ.~ MZ~ 1.~,2 l~412 SUbtatal 1,878.5 1,879.4 1,.852' .. 3 1,853 .. 1 1/880 .. 6- 1,.88l.0 
Ocduc::t.ions 

C\, Tax Depreciation 165 .. 8 165.8 151 .. 7 151.7 157.4 157...4 Intetest 227.0 227 .. 0 223 .. 4 223.4 203.2 203 .. 2 
0. Taxl!Sble Xnccme 226 .. 7 498 ... 3 343.0 607.9 294.2 448.7 
o::ET 21 .. 1 46.3 31.9 56 • .5- 27.4 41 .. 7 
Deductions 

Fed .. Tax Oepreciation 182.7 182.7 164.5- 164.5 170.8 170..8 Interest 227.0 227.0 223.4 223.4 203 .. 2- 203.2 
F1:1: ~le Income lM .. 7 435.1 298.3 538.6 253.4 393 .. 6-
m (Before AdjUS'bncnt) 64.2 l47.9 lOl.4 183.1 86.2 133..8 Prorated Adjustment 0.0 0.0 0.0 0.0 0 .. 0 0 .. 0 Investlncllt Tax Credit (2 .. 9) (2 .. 9) (2 .. 9) (2.9) (2 .. 9) (2.9) 
Net Federal Ineo7'tIa T-'X 61 .. 3 145 .. 0 98 .. 5- 180.2 83.3 130.9 

(Nogative) 
~ 
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lte'rs 

Plant 'in Service 
Work in Progress 
Materials lie SUpplies 
Wor1d.ng cash. 
Method. s. Adj. 
cap.. Int. Adj. 

SUbtOtal 
Itws-.' 

Ocpreciation Reserve 
~. 

Contr:i.l:IUtions 
Unarno:rtizod ~ 
Detcr.rtXl ~ Tax 

S\lbtotal 

Net District Rate Base 
Main ottioe Allocation 

'l'otal Rate Base 

, , 

• 
APmmD<: A-BH 

Page 5 , 
CALIFOFmA-AMERION ~ 0:>. 

(BI\tJX4IN' HIIJ:S) 
1989 

RA:rE ~ 
($000) 

otW.ty Brmx:ti 

$5,403.0 $S,zn.S 
0.0 0 .. 0 

16.2 7 .. 5 
249 .. 9 US..4 

2.9 2.7 
210 o&, 

$,6?2 .. 0 5,403.4 

1,.587.7 1,561.3 
73.2 73.2 
66.3 66.0 
0 .. 0 0.0 

19!L2" 124.4 
1,925.4 1,894.9 

3,.746 .. 6- 3,.508 .. 5-
Q..4 ~9.&' 

$3,790.0 $3,549.3 

McIpt:P.d 

$5,343.8 
0' .. 0 
7.S 

142..8 
2.7 
2t!2 

5,496.8 

1,585 .. 2-
73 .. 2 
66 .. 0 
0.0 

.2~E~ 
1,919.8 

3,S77~O 

~2.& 
$3,617..8 
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CALI~-i\MER:tO.N WATER. co •. 
(l3AIll4IN HILtS) 

1990 
RM'E BASE 

($000) 

Items utility Braneh 

plant in service $5-,880.3 $5,537.9 
WOrk in P:r:og.J:ess O~O O~O 

Materials & SUpplies 17.0 7.9 
worldnq cash 259.1 120.0 
Method 50 Mj. 4.4 4.0 
cap.. Int. Mj. Q,O O .. ~ 

S\.1btOtal 6,160 .. 8 5-,669.8 
I.e.ss: 

Depreciation :Reserve 1,.741..4 1,652..4 
Advances 70 .. 7 . 70.7 
contributions 70S 70.6 
UMmortizecl I'l'C 0.0 0 .. 0 
oeterrect Income ~ 245.4 22~.2 

SUbtotal 2,128 .. 0 2,018.9 . 

Net District :RAte Base 4,032.8 3,650~9 
Main Office Allocation 41.2 ~l.Z 

'l'otal Rate Base $4,074 .. 7 $3,692.1 

(Flm OF APPENDIX A-Hi) 

$5,685.5-
O~O 
7.9' 

149.3 
4.0 
0...0 

5,846.7 

1,738.9 
70~7 
70.& 
0.0 

227.Z 
2,107.9 

3,738...s 
~1.12 

$3,780 .. 0 
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Schedule No. BH-1 

BALPWIN HILts PISTRICT TARIFF AREA 

yE~L t:ml'E2EP SERVIa: 

Applicaole to all metered water service~ 

f'EBBITQRX 

Baldwin Hills, Windsor Hills, View ParK,. Ladera Heights, and 
vicinity, Los Angeles County. 

RA'I:ES 

Service Charge: 

For 5/8 
For 
For 
For 
For 
For 
For 
For 
For 
For 
For 

x 3/4-inch meter 
3f,4-inch meter 

1-inch meter 
1-1/2-inch meter 

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

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

., ...... ' ......... ., .,.' .. ., ..... - ... -..... ., ............. , ........ .. 
" .' .................. .. .... .,.' ~ .............. .. 

.' .............. r _ .... . 

6-incb. meter ................. ' ..... .. 
8-inch meter ......................... ~" 

10-inch meter' ............................ . 
12-inch meter ................. .. 

Quantity RMes: 

First 400,000 eu.tt., per 100 cu.ft ••••• 
Over 400,000 cu.tt., per 100 eu.tt ...... 

Per Meter 
Per Mopth 

$ &.00 
10.00 
13.00 
18.00 
25.00 
45·.00' 
60 •. 00 

102.00 
143 .. 00 
177 .. '00 
210.00 

$ 1.216 
1.500 

The Service Charqe is a readiness-to-serve charqe 
applicable to all mete~ed service' and t~ which is 
to ~e aaded the quantity charge computed at the 
quantity' rates, tor water use~ (luring the month. 

eI) 

(I) 
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Page 2 

Sche4ule No. BH-4 

BALPWllf HILLS ~ISTRICT TARIFF AREA 

Em;U'E FIRE ESmc:rIQH SEmCE 

Applica~le to all water service turnished tor privately o'Jned 
tire protection systems. 

l,ERRIT9R.X 

Baldwin Hills, Wind.sor Hills, View Park, Ladera Heights, and 
vicinity, Los Angeles County. 

For each inch of'diameter ot private 
tire protection service ..................... . $3.14 

The rates· tor private tire service are based. upon the size 
of the service and no additional charges will ~e ma4e for tire 
hydrants, sprinkler, hose connections or standpipe conneeted to 
and supplied ~y such private tire service. 

SP~CIAL k2HRIIIQN~ 

1. The fire protection service and connection shall }:)e . 
installed ~y the utility or under the utility'S direction. Cost ot 
the entire tire protection installation excluding the connection at 
the main shall be paid tor by the applicant. Such payment shall 
not be sUbject to refund. 

2. The installation housing the detector type check valve and 
meter and appurtenances thereto shall be in a location mutually 
agreeable to the applicant and the utility. Normally such 
installation shall ~e locate~ on the premises ot applicant, 
adjacent to the property line. The expense of maintainin~ the tire 
protection facilities. on the applicant's premises 'includ~nq the 
vault, meter detector type cheek valves, ~acktlow device, and 
appurtenances) shall be paid for by the applicant. 

3. All facilities paid for by. the applicant shall be the sole 
property of the applicant.. The utility and its duly authorized 
agents shall have the right to ingress to andeqress from the 
premises for all purposes relatinq to said facilities. 

(END OF APPENDIX :a-:aa) 
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APPENOIX C-BH 

QALIFOBNIA AMERICAN WATER kOMPAE( 

BALPWIN HILLS OISTR~ 

Each ot the tollowin9 increases in rates may be put into effect on 
the indicated date by tiling a rate schedule which adds the 
appropriate increase to' the rate which would otherwise be in effect 
on that date .. 

SCHEPULE BH-l 

Se::Y;iee Charge: 

For 5/8 x 3j4-inch meter ............•. 
For 3j4-inch meter ................ 
For l-inch meter .................. 
For 1-1/2-inch meter ............ " ........ 
For 2'-inch meter ................ 
For 3-inch meter ................. --. . For 4-inch meter ................. 
For 6,-inch meter .................... 
For 8-inch meter .. ..... ' ............ ' ., 
For 10-inch meter ...................... 
For 12-ineh meter ................. 

Quantity Bates: 

First 400,000 eu.ft., per 100 cu.ft. 
Over 400,.000 cu .. tt .. , per 100 cu.ft .. 

Ss;HEpuu; 'BH-4 

Rates: 

For each inch ot diameter of private . 
fir~ protection service ............... . 

(END OF APPENDIX C-BH) 

Effective 
. 1990 

$ 0.63 
0 .. 70 
1.3~ 
3 .. 00 
4.,00 
5.00 
6 .. 00 
8.00' 

14.00 
18 .. 00 
20 .. 00 

$ 0.00 
0.00 

$ 0.07 I 
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APPENOIX D-Bll 

CALIEQRHIA AMERICAN WATER COMPANY 

BALPWIN BlL~ OIRTRICT 

Each ot the following increases in rates may be put into effect on 
the indicated date by filing a rate schedule which add& the 
appropriate increase to the rate which would otherwise be in effect 
on that date~ 

SPmPIlLE Bff-l 
service Charge: 

For 5/S x 3/4-inc11. meter 
For 3/4-inch meter 
For l-inch meter 
For l-l/2-ineh meter 
For . 2-inch meter 
For 3-inch meter 
For 4-inch meter 
For 6-inch meter 
For a-inch meter 
For lO-inch meter 
For l2-inch. meter 

Quan~ity Ra~es: 

............... .............. ' ...... 

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

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

..... ". ........ 

.......... c. 11-.' ~ ..... 

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

................. .. " ................... ................ 

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

Effective 
1~91 

$ 0.67 
0.90 
l.2S 
5-.00 
6-",00 
7 .. 00 
7.00 

10 .. 00 
18 .. 00 
21.00 
2$ .. 00 

First 400,.000 cu..ft., per 100 eu .. ft .. "., $ 0.00 
OVer 400,000 cu. ft., per 1'00 eu .. tt .... ' 0.00 

SCHEP'Q'LE BH-4 

B~tu: 

For each inch of diameter of private 
fire protection service ..................... ., 

(END OF APPENDIX O-BH) 

$ 0.08 
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CALIFOBNIA AMERICAN ~ COMPANY 

~LpnN HILLS OISTBICT 

ADOPTED QUANTIXXES 

Purchased Power 

Boosters: 
S.C.E. Effective 7-88 

PA-1 (157.5 M.P .. ) 
PA-2 ( 74 RW) 
Power Con5umpt1on (KWH) 
Power Cost 

Wells: 

LADWP' Effective 4-84 
Power cons1.unption 
City Utility Tax 
Power Cost 
Total Power Cost 

Purchased Water Expenses 
Central Basin MWD 

Total Production (AF) 
$. per, JU> (7-88-) 

Cost 

Pump Tax: 
Central & West Basin 

Acre-Feet 
$ per AF (7-S8) 

cost 
Watermaster cost 

. Total Purch .. Water Cost 

(Continued) 

261,.93& 
1~0,6ZQ 
392,606-
$39,150 

1,605-,340 
12 .. 5% 

$146,750 
$18.5.,900 

1,925.2 
231 .. 0 

$444,721 

2,.067.0 
71 .. 0 

$146,75-7 
$1,.320 

$592,798: 

262,755 
139.944 
393,689 
$39,245 

1,60S.,340 
. 12 • .5% 

$146,750 
$185·,995. 

1,.934.2 
231 .. 0 

$446,800 

2,067 .. 0 
71.0 

$146,757 
$1,320 

$594,877 
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APPENOJX E-BH 
Page 2 

CALIFORNIA AMERICAN WATER o;HPl\N'i 
Pi\WmJ HUIg ~ 

AOOpI'EQ OONWX' fX 

NOMBeR. OF SERVICES - MErER SIZE ~ 

5/S X 3/4 4,096 
3/4 0 

1 l,.SS$ 
1-1/2 63 

2 47 
3 1 
4 1 

Tot:al 6,093 

~ 

4,105-
0 

1,889 
63 
47 
1 
1 

6,.106 

Usage - cct 

./ 0-4,000 1,565,.400 1,.569,900 
OVer 4,000 51,,900 51,900 / Total 1,617,300 1,,621,800 . 

NOMBER OF SERVICES 

,~2a 2:: Services 2saa~1Scct 
Avg.-osage 

CC!t:Jr. 

~ , .l222 ~. ~ ~. ~ 

Residential 5,458 5,462 l,225.3 1,226...2 224.$ 224.5 
Business Nom. Users 60S 617 232.9 2360'S. 396.2 396 .. 2 
Business J'.arqe OseJ:'S 4 4 32.0 32'.0 8,000.0 8,000.0 
Wust:rial 2 2 100.5 100.5 50,256.0 50,.256-.0 
Pu]:).. Auth.. Nor.. 'OseJ:'S 20 20 12 .. 9 12' .. 9 644.5- 644.$ 
Pub. AUth. tq. Users 1 1 12'.2 12'..2 12,200.0 12,200.0 
other 4 4 1 .. 5- l .. S 

SUbtotal 6,097 6,110 1,617.3 1,621.8 
Pvte. Fire ProtecO' 28 29 

'l'otal. 6,125 6,139 1,617.3 1,621.8 

'CJnaccounted t.ar (7.0%) 121 .. 7 122.0 

~ Water Prcx:lnc:ed 1,.739.0 1,743 .. 8 

Wells 885.2 885.2 
Pul:chased 853 .. 8' 858 .. 6-

'. 
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APPENDIX E-BH 
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CALIts'BNIA AMEBIkAN WAm COM'f}.NY 

BALDWIN HlLLS DISTRICl' 

Apomo EXPENSES 

1989 
Adopted 

1990 
A~2Pj;~~ 

('I'housandG of Dollars) 

Purchased Power $l85·.9 $l86-.l 
PUrchasect Water 592.8 594.9 
Purchased. Chem .. l.l 1.1 
Payroll (O&M+A&G) 434.0 4$3 .. l /-O&M Other 179.1 186 .. 2-
Emp-. Pension & Ben. 84 .. 8 69-.1 V A & G Other 12l .. 7 128.6 
Pa.yroll 'ra:)C 38-.l 39.7 V Act .. Vol. Tax: 39.S 4l .. 3 

Federal Tax Rate 34 .. 0% 34 .. 0% 
State 'I'ax Rate 9.3% 9 .. 3% 
Uncollectible Rate 0.306% 0 .. 306% 
Franchise O.-O%. 0.0% 

(END OF APPE:'mIX E-BH) 
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• 1\PPEN'OIX F-mI ., 
!:AIIFOMA A:M£mCAN WATElL~ 

PAI.I:mN' lffil§ QISBIC1' 

lfl. ~E AND ~ RAm 

fOR A 5/8 x3L4 mQ:I ME1lR 

~ 

Usage Present Moptec1 ~Jnt :Percent 
~ Rates ~ ~ ~ 

' .. 
0 $ 5 .. 20 $. 6.00 $ 0.80 15.38 
:3 7.43 9 .. 65 2.22 29 .. 85 
5 10 .. 03 12' .. 08 2.05· 20 .. 44 
8 13 .. 93 15 .. 73 ' 1.80 12.91 

10 16·.53 J.8. .. 16 1 .. 63 9..86 
lS 23.03 24.24 1 .. 21 5.25 
,18 .. 36 Avq .. 27.39 2S .. 33 0 .. 94 3..42 
20 29.52 30 .. 32 0..80 2 .. 71 
40 55 .. 52 54'.64 -o.sa. -1.59 

100 133.50 127.60 -5.90 -4.42 

• l2.2Q 

0 $ 6 .. 00 $ 6.63 $0 .. 63 10.SO 
3 9 .. 65· 10 .. 28 O.G3 6.53 
5· 12.08 12 .. 71 0.63 5.22 
S 1.5·.73 16.36 0.63 4.01 

10 lS'.16 18.79 0 .. 63 3 .. 47 
15 24.24 24.87 0.63 2.60 
18:.36 A~ .. 28 .. 33 28 .. 96. . '0.63· 2" .. 22 
20 30.32 30.95· 0 .. 63 2.08 
40 54.64 55·..27 , 0.63 1 .. 15-

100 127.60 128.23 . 0.63 0;.49 

.ml 

0 $ 6.63 $ 7.30 . $0 .. 67 10.11 
3 10.28 10 .. 95- 0.67 6.52 
5 12.71 13 .. 38 0 .. 67 5 .. 27 
8 16.36 17.03 0.67 4 .. 10 

10 18.79 19.46 0 .. G7 2.57 
lS· 24.87 25, .. 54 0 .. 67 2.69 
18.36 Avq. 28.96 29.63 0 .. 67 2.31 
20 30 .. 95· 31 .. 62 0 .. 67 2 .. 16 
40 55 .. 27 55 .. 94 0 .. 67 1..21 

100 128, .. 23 128 .. 90 0 .. 67 0.52 

ct (END OF APPENOJX F-BH) 
" .. 
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OP:IN:IOH // 

The California-American Water company (applicant 0./ 
/ 

Cal-Am) seeks authority to increase water rates for its Bal~win 
Hills. District (District). . / 

The proposed rates are desiqned to produce ~ncreas~d 
revenues in 1989, 1990, and 1991, as tollows: / 

Annual ~~ive 

1989 
1990 

,199l 

Increase (000) brcent :Increase / (000) Eexeent 

$174.9 7.01% $174.~ 7.01% 
97.6 3.64 272/$ 10.91 

ll2.3 4.04 3il1'.8 l5 .. 39 

At present rates, the monthly charge tor l8.36 hundred 
cubic feet (Ccf) , the amount consumed ~the average domestic' 
consumer, is $27 .. 39. For such a consumer, the proposed rates would 
result in higher bills,. as follows: 
~ Amount 

1989 
1990 
1991 

$28.04 
29.0l 
30.l7 

lJ)ereas~ 

$ .65-
, 1 .. 62-

2.77 

t :Increase 

2.38% 
5.92' 

10.12 

Appendix F-BH sejs orth the impact on other classes of 
customer. 
A. New~es 

We have consid~ed the evidence presented by applicant, 
by the Water Utilities B~anch (Branch) of the commission Advisory 
and Compliance Division! (CACD), and by the Division of Ratepayer 
J.dvocates (DRA).. Basea on that evidence, we will grant a rate 

I . 
increase and establish new rates tor water service. ~he domestic . . 
custome,r who now pa s $27 .. 39 for 1,836 ~ic feet will pay:. $27.91 
per month tor the exnainder of 198·9;: $2'8-.$1 per month for 1990 ~ and 
$29 .. 01 per month r 1991.. The do·llar amount of the increases we 
are qrantinq are 58,500 or 2 ... 31% for 1989 on an annualized basis, 
$58;,.300 or 2-.. 25% for 1990,. and $S6-, SOO or 2.13% for 1991. 

- 2 -
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The California-ADerican Water company 
Cal-Am) seeks authority to increase water rates 
Hills District (District). 

The applicant's proposed rates are des 
increased revenues in 1989, 1990, and 

AMyol 
~ lQ£reas~ (000) Percent 

1989 
1990 
1991 

$174.9 
97.6 

112.3 

7.01% 
3.64 
4.04 

~rccnt 

7.0l% 
10.9l 
l5-.39 

At present rates, for 18.36 hundred 
cul:lie feet (Ccf), the amount cons ed. by the average domestic . . 
consumer, is $27 .. 39.. For such consumer, the proposed rates would 
result in higher ~ills, as 
~ lnCreoB , IncreAse 
1989 
1990 . 
1991 

customer. 
A. I£'! Rate~ 

$ .. 6S 
1.62 
2.77 

2.38% 
5-.92' 

10 .. 12 

forth the impact on other classes of 

We have considered. the evidence presented ~y applicant, 
~y the Water Ut ities Branch (Braneh) of the Commission Advisory 
and Compliance ivision (CACD), and by the Division of Ratepayer· 

). Based on that e"tidenee, we will grant a rate 
inerease an establish new rates for water service. ~he domestic 
customer w. 0 now pays $27.39·tor 1,83& cubic feet will pay: $28.33 
per mont for the remaind.er of 1989: $28 .• 96· per month tor 1990; and 
$29.63 er month tor 1991. ~he dollar amount of the increases we 
are ~ ntinq ar~ $88,200 or 3 .. 49% tor 1989 on an annualized basis, 
$65-,8 0 or 2.S1'%. for 1'990, and. $69,000 or 2.S7% for 1991 .. 

- 2 -
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'rhe Branch conducted a fiold investigation and found the 
district's plant and service are generally satisfactory. At the . . 
public participation hearinq in Inglewood on January 24, 1988, no 
members of the public (other than interven~r) asked to be heard 

PUblic ~videntiary hearings were held on a CQmmon ~cord 
with A.88-09-041 and A.8S.-09-042 in the Los Angeles area o~ 
January 23 through 27 before Administrative Law Judge (~, Gilman. 
The matter was taken under submission after filinq o~;oint 
late-filed exhibit and'briefs from all three appear~cos on 
March 3, 1988. . / 
F. Discussion 

The tables which appear in Appendix~-BH compare 
applicant's and Branch's initial positions ".lith the adopted , 
figures. The rationale for the adopted f±;ures is discussed in the 
text below. (The discussion relies on Q~eisions reaehed in 0.86-
03-011 in A.85-05·-092, the last rate dse for cal-Am's Baldwin 

I . 

Hills, San Marino and Duarte Oistri~ts. It also relics on tho most 
recent Monter~y Oistrict rate ease/D. 89-02-047. Finally; we have 
referred to· our Requlatory Lag Plan (RLP) for water utilities, , 
adopted 1:Iy Resolution M-4705, in/1979). 

'rhe text 1:Ielow cove;~ those issues Which still remain in 
dispute between Branch or ORA/and applicant. Our analysis and . " 

resolution of those issues ,':L~ explained. 
G. Summary o:f Disposition/o:f 

ot Maior Issues .' 

issue. 
According to Branch the following points are no longer in 

,I 

/ 
/ 

/ 
/", 

1. CODS1%D[ption 

Average Serviees 
(1) Baldwin Hills 

(a) Residential 
(1:1) Bus. Normal 

(2) Duarte 
(a) Residerltial 

- 5 -
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I 

b. Consumption Per CUstomer 
(1) Baldwin Hills 

(a) Residential 
(b) Bus .. Normal 
(c) Bus. Large 
(d) PA Normal 

(2) Duarte 
(a) Bus .. Large 
(b) PA Large 

(3) San Marino 
(a) Residential 
(b) Bus.. N,ormal 
(C) PA :t.arge 

/ 
c. Unaccounted for Water 

(l) Bald~in Hills 
(2) nuarte 
(3) San ino . 
(4) Duarte 

~Re$i4ential 

2. 0 &H~ 
/ 

a.. . Other r All nistricts .' 
I 

3. A & G...Expenses 
/ 

a. Liability Ins. Premium 
(l) All Districts 

b. Requlatory Commission Expense 
(l) Attorneys' Fees 
(2) Employee Per Diem 

c. Outside Services Expense 
(l) San Marino 

d.. Mise .. General Expenses 
(1) All Districts 

(AWWA, Rotary, Kiwanis) 

e.. Maintenance of General Plant 
(1)· Baldwin Hills 
(2) Duarte 
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8. Bate Base 

a. Working Cash - Laq Oays 
(1) Purcbased Water 

(a) San Marino 
(2) Goods. and Services 
(3) Cali!. Corp. rra7nhi 

'I'ax (CCF'I') 
(4) FICA 

We havo adopted Cal-Am's rocomcended ~or ot employee 
positions, 56 in 1989 and 57 thereatter. This/includes an 
additional employee to perform additional teS'tinq, a cross­
eonneetion supervisor'and a management tr~nee in both test years. 

/ 
Wo have rejected Branch's cost estimate),or this item which acsumed 
that the historical n~er ot vacancies'would continue durinq the 
test years. We have instead adoPtedJ~n arbitrary 2% reduction for 
vacancies as proposed by applicant~ . , 

In all Oistrietc, ou~r utllitYPlant estimates are based 
on: 

1. An Allowanee tor Funds Used During 
Construction (AFUDC) rejecting a 
Branch proposal to deny eompensation tor 
funds use~ w~le projects are under 
construct~o~ . 

2. Service lives of 4 years for autos and 
liqht trucks, as proposed by applicant. 

3. An allo~nee for all utility-planned 
replacements of pumps and motors 

/ : 
4. Adop~on o! Branch-recommended adjustment 

to the estimate for furniture and earpets. 

We hav~adoPted (with the exception of the additionai 
lab employee) t e same level of expenses for the general of!~ee 

in th Monterey decision, 0.S9-02-0&7 in A.SS-03-047,. 
'can, Increase Rates, HOntereX'pisrict. (This. 

accepts a Branch recommendation.) 
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In calculating income tax, we have followed the ~ 
methodology proposed by the applicant; this excludes in?e~st 
charges on AFUDC; it also excludes the effect of in/er. st on the 
unamortized portion of acquisition adjustment. 

We have postponed considering the non-l~or cost 
components of applicant's proposed new Los Angeltfs laD.. 'l'his 
action is ~ictated ~y the Monterey d~cision, wbiCh held that 
examination of the costs should await the availability of actual 
costs. ~ 

We have included in applicant's rate base, an estimated 
$117,000 for the construction of a 12-i£ch main in Fifth Avenue. 
Our findinqs adopt applicant's conte~tion that the main i~ n~¢ded 

/ 

tor current customer needs, rather ,than tor expansion, Aa Branch 
contended. We have adopted statf~s Materials and,Supplies 

I 

estimate. ! 

We have adopted a rate ot return of 12.25%. This is the 
top of ORA's ran9'c of recommended rates, and is the same rate of 
return adopted in the Monterey rate case, supra. 
H. 

With the exception of the furniture issue, the parties 
did not brief the issues noted below. The furniture issue involves 
a very small sum. 

In Ba'ldwin Hills there are differences in estimated 
operatinq revenues'.. The Branch fiqures are more conservative and 
will be adopted .'1/ 

I 

. In a,l Districts I there were differences in the 
allocation factors to be used to distribute certain laDor-related 
costs between/Districts. We have adopted the 'Branch factor as 
being less ~bitrary than applicant's. 

::th all Districts" Branch recommended that we not escalate 
costs of liability insurance,. as proposed by applicant. 'I'be: Braneh 
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// 

approach seems preferable pending implementation of the~litornia 
Supreme Court decision on Proposition 103 insurance r~for.m. 

I 
In calculating' income taxes,. Branch did not d.ecluet 

non-cleductible employee expenses. Since Branch did not explain, we 
will adopt the company position. ;II 

The Branch and applicant each uSod;a different weig'hting' 
factor in deriving weighted average rate base. We have adopted the 
Branch figure. ;I 

All "unexplained variances" stfoown on the tables hawt ):)con 
resolved. in applicants favor. ~ 

We have aclopted the Brane~recommendat1ons on furniture, 
primarily based. on an actual inspection. Cal-Am did. not 
effectively refute the BranCh/concilUSions that replacement was 
premature. 
I. EXPenseD . . 

1. Payroll 

Three components produce the clifterence between Branch's 
and applicant's estimates i~r payroll. Applicant claims that 
allowance should be made ior 56 employees in the 1989 test year ancl 
5·, in 1990.. Branch clainis that the Commission should allow for 

1 I , , 
only 52 and S3 employees should ):)e allowed. The posltlon tor water 
testing is discussed urider ''New La2:)oratory" below .. 

• I 
A. VacanQcs / 

The first/60mponent is caused ):)y clitferences in 
method.oloqy. ApPli~ant ~ased its payroll estimates on the number 
of positions.. BrJnch on the other hand, counted. the n\llIll:)cr ot 

. I 

persons actualltemPloYCd on a certain date •. On that date 
applicant had a number ot vacant positions. ~here was also one 
individual who e name did not appear on the payroll, because she 
had ~een paid/in advance that month. 

App1ieant does not expeet to have any signiticant number 
ot vacancieslin the tuture~ especially in the bard-to-till 
technical cateqory~ Any vacancies which do occur are more li~elY 
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./ 
./ 

laborer categories. Turnover in such categories/is to be in the 
high; on the 
quickly. 

./ 
other hand, applicant can usually fill such, p.ositions 

/' 
Applicant's showing satisfies us that it wil~ continue to . . / -

have a full roster, except for mlnor, sporadlc turnover. 
l 

If we were engaged in retroactive ratema~ing, the salary 
savings realized d~ring the period when vacanci~ existed should 

/ perhaps :be flowed through to customers... However, we are charged 
I 

with estimating what expenses will be incurred in future test 
years. We could not adopt Branch's positidn without a showing that 

•• • j' 
the past vacancy rate wlll llkely recur ~n the test years. None 

I 

/ was offered .. 
Applicant is willing to accept a 2* reduction in itz 

, / 
original estimate to allow for future vacancies. There is no 
support in the record for any gre~ier ~educt~on. 

We have therefore allowed for compensation for all 
current positions, less the 2% r~duction in total payroll for the 

/ 
/ 

S~rvi.:l9J:: 
vacancy factor~. 

b. cross:Conneetion 
Branch concedes that a cross-connection supervisor is 

mandated by California law} However, it did not allow any c~lary 
for this position until 19~O. The utility confronted the Branch 
witness with evidence thalt it was required to- have a person in 
place during calendar 19'98.. Even so, the Branch did not concede 

I 

that its disallowance was in error.. Instead, the Branch retracted 
I 

its recommendation to/allow tor a management trainee in :both test 
years. It now claim~ that the trainee's 1989 salary should be 
disallowed on the th~Ory the he was "hired ..... without Commission 

! 

approval~n The commission does not require a utility to obtain 
authorization befo~e tilling a new employee position. 

I 
There is no-basis in the record for denying applicant 

compensation in b~th test years for both a cross connection 
supervisor and aimanagementtrainee. 

J 
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We tind that rates should ~e based on apPlican~ 
estimates with a 2% reduction tor ~uture vacancies. / 

,/ 
,/ 

2. Healj:.h Insurance 
. Applicant estimates an increase in grOu~ealth costs ot 

/ 

35% in 1989 with an additional 5% in 1990 .. The/ostimate is b~sed -; , 

on actual 1988 ~illings and advice from its insurance carrier. 
/ 

This is the same evidence which convinced the Branch to· accept the 
,f 

same projection in the Monterey case r supra~ Applicant also pointz 
, / 

to a recorded increase of moro than 20%_1 Xt turther contends that 
its costs tor this expense clement are/lower than the costs of 
compar",ble Class A water utilities. ,/' 

Branch would allo~ only a/10% premium increase in 1989 
i ~. and another 5,.4% n 1990. Xts es;t:.l.mate .lS ~aseCl on a S\llIIlDAry ot 

rate increases ot some 36 healtb/insurance providors and. HMO's. 
serving the employees ot the srtate of California. 

Applicant c~iticiz~ Branch's estimating procedure. 
Applicant's insurance rate is effective for an Octo~er-to-Octobor 
year; Branch bt.sed its alJ,o'wance on the prelnium paid on January 1, 
1988 and used that figure/tor the full test year 1989. This 

. criticism is valid~ Cl~rlY, Branch should have adjusted its 
tigure to convert octo~r-to-October experience tor use in January-
to-January te~t years! ' 

Applicant Jlso argues that Branch is comparing the wrong 
years. Its own estimate is based on experience current as of 
October 1, 19sa. ~e QO not know which periods were used to set 
rates by the insu~nce carriers chosen by Branch. We believe that, 
more ~ikelY thanfot~ the data was taken trom an earlier peri04~ 
At very least r this tailure to adjust tor or consider this mismatch 
weakens the com~arison relied on by Branch. 

Xt a~so should ~e noted that applicant is effectively 
selt-insured·. / Its policy provides that premiums are based solely 
on claims trom Cal-Am's own employees. ThuS,. there is no sharing 
of risk With/other insureds. Moreover, the premium. is 

! 
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(' 

// 
retroactively set to cover actual claims trom those employees. 
Thus, neither insured or insurer have any risk ot m~~stimation. 

, I 

This otters another material distinction ~etween ~he group costs 
relied on ~y Branch and applicant's estimates. ;/ ," . Branch unfortunately tocused on th~~ ot ~ncreazc 
rather than on the actual cost per employee;! Consequently, it 
apparently did. not check applicant's clai~/that its costs are lower 
than other major water companies. /' 

Branch has failed to, convinceJus that the comparison it 
I 

did make is significant; on the other/hand~ it tailed to' compare 
applicant's cost with other utilities, a comparison which would 

• I . have been of great ~nterest to the/Comm~ssion. We have, theretore, 
ad.opted the applicant's projecteQ/health costs. 

( . I ' 
3. Genenl Qffl.ce / 

Branch's position is/that a multi-district company should 
not be al:>le to ~elitig":te tho/level ot general otfice expertse when 
there is a recent decision ~ another district on tho morits. It 
there tore argues that tho cbmmission should, (with the exception ot 
the Monterey lab issue) a~pt the costs allowed in the Monterey 

I ' 

decision, supra. / 
Applicant argues strongly that it is entitled to a fre=h 

look at general Office/expenses every time it tilos a new district 
I' t • , rate case, regardless/ot the v~ntage ot the last f~nd~ng. 

Branch claims that its position is justified ~y the 
three-yoar rate cas~ cycle which is the toundation ot the current, 

I 

e~rilnental RLP, ,"supra). 
Applicant claims that Branch has recommended a radical 

new concept. It asserts that the Commission has traditionally 
treated each dis~rict as a stand-alone entity, and set a new 
general ott ice ~llowance in each proceedin9~ Branch does not 

I 
challenge this ~laim. Applicant also arques that, in :ost 
instances, eac~ successive set of district procecdinqs involves 
ditferent test! years. FUrthermore,. it asserts that unc,ontrollMle 

/ 
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,/ 
. / 

delays in the Monterey proceeding caused the use of 1989 and 19$0 
test years in that decision. ~ 

Applicant also argues that it is unfair to den~t the 
right to continuously update its general office allowanee. It 
asserts that qeneral office expenses will change ove~en 
relatively short periods. Sometimes, it claims, th~e are changes 

. / 
that reduce costs.. It points out that such a chari90 is presen,t 
hore.. (The company has sold its office furnitur6 to, a s~sidiary 
which will lease it Dack to Cal-Am with a net~avinqs of $62,692; 
some $10,000 of this would De allocated to these three Districts). 

I 
Neither party has provided adequ~e citations to allow us 

to decido whether applicant's position i~in fact the traditional 
way of de~linq with multi-district rate~kinq.. However, the mere 

I . 
fact that a position is novel is not ~lways justification' for 
rejecting it. ~ 

We have instead rejected~pplicant's claim of unfairness. 
We find no qrounds to Delieve that{general office expenses are more 
volatile than other expense categories.. As with other classes of 

J' 
expense, use of escalation factors can protect a utility from 
inflation through the three-ye~r cycle.. SpeCific allowances can 

I 
deal with predictaDle changes, such as· the change from leasing to 

/ 
ownership. We also note that under Branch's proposal" applicant 
would retain some of the d~vinqs if it can find ways to economize 

, f J • 
dur~ng the extended per~od Detween rev~ews. 

! 
On the other hand, we cannot accept Branch's argument , 

that its proposal is s4mply a direct application of the RLP. 
Resolution M-470S mer~lY provides that rate cases are to ~e heard 

/ 
on a three-year cycle~ There is no attempt to· deal with the 
special proDlems otla utility with several Districts. ' 

Branch's/position, even though novel, shows commendable 
ingenuity. It se~ks to achieve the oDjective of reducing lag, not 

I 

merely ~yrequ:i~n9 all parties to· litigate taster, ~ut ~y reducing 
the amount O~PetitiOU$ litigation • 
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On the other hand~ we do not totally reject apPlicant~/~ 
arqument that it is rare for two successive district eases t~hare 
the sallle test years. Branch's approach in its present fOrill 
only work where that is the case. A signifieantly more I 
sophisticated approach will be needed if it should see~o adapt 
the once-every-three-year principle to situations where successive 

" rate cases overlap for only one test year. This ge~eral problem 
j 

should ~e addressed in the current rulemaking proceeding, Order 
i' 

Institutinq Rulemakinq '88-03-003, WhiCh was issued to update the 
eurrent RLP. Cal-Am's argulnent is not on point/in these 

/ 

proceedings,. where circumstances make it possible to· .apply the 
Monterey District's findings without adjustment. 

,-

Branch's suggestion ~.s foasible/, in those procoedings, and 
reflects sound regulatory poliey. For ~e purPoses of setting 
rates'for these Oistricts, we will consequently adopt the General 
Office expenses allowed in the Monte~ey case. 

o' 

We find that:. / 
1. The findings on general office expenses 

from the Monterey decision are recent 
enough to be adop~ed here. 

1'-

2. It is not unfair/to limit an applicant to 
one opportuni ty/ every three years for a 
review of gene,ral office expenses. 

3. Such a limit~ionl when practicable, will 
further the/o~jective of a rate case plan 
schedule .. " 

4.. N!iN Xraboratoa / ' 
Applicant currently does all of its in-house testing for 

I 
all Districts in a lab located in Monterey. It proposes to open a 
new subsidiary lab if the Los Angeles area to do testing'for these 
three Districts. Branch opposes the proposal as wasteful, and 

I 
contends that all capital and operating costs should be disallowed. 

i . I • di . Th S l.ssue was ral.sed and . se'l.lss.ed l.n D .. 89-02-06·7 
regarding applicdnt's recent Monterey Distriet.. In 0.89-02-067, 

I 
- 14 -



• 

• 

-. 

A.S9-09-040 AtJ/JCG/tcg 

the Commission anticipated. t~t the proposed. new facility would. ~/" 
operating prior to the hearings in these applications. ,It / 
concluded that these hearings would provide an opportunlty t , 
examine actual operations of ~oth facilities and. to ~a;(:e a inal 
decision on a review of recorded operational statistics. ordering 
Paragraph No-. Gb allowed applicant to ask tor an otfse rate 
increase for the Monterey District, if the commission/adopted its 
position in this proceeding. - ~ 

In this proceeding, applicant exhaustively analyzed 
recent changes in requirements for water testi~imposed ~y state 
and tederal requlations_ Especially signiti~t is the federal 
Environmental Protection Agency's nearly fi~l rule for coliform 
testing. This rule mandates an increase i~retesting for this one . / 
item from the current 50 pe~ year to 70'0 per year per District. 
Applicant projects that the new faciliti!Will be needed to permit 
it to comply witn these and other testing requirements_ It 
projects that opening the new faCilitY will De a more economical 

I 
wey to- meot these new needs. It seeks approval cf itc ~t2jcct¢d 
~~. !. 

Branch complains that the information needed to- support 
applicant's costs and projectio~s of new testing requirements was 
not provided to it until tho tJme of tho hearing. It is ospecially 
concerned with the company e~dence which shows that coliform 
samples should De analyzed ~ery quickly. It contends that company 
tactics left it without a t'air opportunity to· verify these claims. 

! 
Branch is appare'ntly willing to- concede that the ne~1 

regulations will require/a major increase in the number of tests 
which must be performed/it is not, however, persuaded that the 
added tests could not be performed more cost-effectively DY 
contracting out or! bincreasing the capacity of the existing lab 
in Monterey. 

Neither p y has ehallen~ed Findin~ 21 of the Monterey 
decision which sta~s a preference for actual costs~ FUll 

I 
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compliance with that finding would require that applicant absorb . 
all costs, including lal:>or costs, ot new tests until the lal:> has./ 

been in normal operation for a substantial period. However,. th~ 
Monterey decision plainly did not anticipate that actual cost~ 
would not be available until Cal-Am's next District case./' 

/" 
On the other hand, it appears to be conceded that new 

,/ 

rcqulations will cause a major increase in the number;ot analyses 
which must be peformed. There appears to be no dispute that 

~ 

applicant will be performing all of the new testspy the time this 
decision becomes effective. there is seemingly n~ question that 

• I 
the company would need an extra full-t1me employee whether or not 

/ 
the added work is done at the existing Monterey lab or at new 
facility in the Los Angeles area. Even it aPPlicant were to 

. I 
contract out the added work, it would be unrealistic to assume that 
a third party could perform the labor needed for a total price less 
than the wages and benefits for a cal-~ employee. 

J 

We will alloW' the full wages! and benefits (approximately 
$47,000 per year) for the added emp~oyee for both test years .. All 
of the other cost questions will be/deferred as provided in the 
Monterey Decision until we have actual costs, and until the Branch 
can verity or challenge the time/~onstraints on coliform testing-

! 
We will use informati,on on these points to· decide whether 

to allow applicant the actual/cost of the new lab, as opposed to 
either constructive CQsts of cQntracting out or of doing the work 
in Monterey_ A comparison of actual lab costs with updated 
cQnstructive CQsts for the .other alternatives, may be sUbmitted by 

, " 

advice letter rate increase covering the three Los Angeles 
Districts and for Monterey~ Branch may use this submission to 
decide whether applicant's position should be adopted on an 
~ parte basis or Whether to request a reopening of this 
proceeding .. 

We find that,. under any alternative mode of performing 
I 

newly required testing,. applicant will have to" pay at least the 
I 

/ 

I 
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cost of one full-time employee. We conclude that the cost 
.... 

differential Detween alternative modes should be resolved after 
applicant has sufficient recoraea information on the/~peration of 
the new lab.. i' 

5.. lncom,e TAX 

a. Interest Deduction-Acquisition 
A4jJls:tJpent 

" 

When considering an allowance for income tax expense, tho 
i 

parties' usual positions are reversed; the utility will seek to 
I' 

minimize deductible expenses, since this will increase the allowed 
f

l. tax expense and there ore the revenue/requl.rcment. Branch or 
interv'enors, on the other hand, wil~,/seek to maximize the expen~s 
deducted in order to reduce revenue/requirement .. 

',Branch's tax calculati~n would increase the interest 
deduction DY including interest/on'unamortized acquisition 

,I 

adjustment. Applicant claims that this is a novel approach; it 
I 

asserts that all previous. cal.";:A:m rate cases excluded this interest 
" 

as a deduction. It contends" that the Branch theory creates a " 
I 

:mismatch Detween the inter~st expense for taxes and that considered 
in analyzinq applicant's capital needs. 

Branch's brief. acknowleges that 0 .. 86-03-011 rejected a 
Branch proposal to include acquisition adjustment interest as an 
element in the income tax calculation. 0.8&-03-011 characterized 
the disrcqarc1 of such interest as "rcasonaDle ."f' 

That characterization*should De followed here. This outcome 
is consistent with the Commission's traditional preference that 
interest considered in calculatin9·total return should match the 
interest used in income tax calCulation. 

s. interest on ~ 
As explained Delow in the section on Plant, we have 

rejected a Branch recommendation and allowed AFO'DC in Plant.. Un&lr 
Federal law the interest capitalized under AFODC cannot be used as 

I ' 

a deductio~/ To the extent that the income taX' calculation is an 
I 

I. 
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,/ 

/ 
attempt to forecast the actual taxes to be paid by a utility, that 

.' 

'calculation should reflect non-deductibility. Part o~the 
difference ~etween Branch and applicant shown in the 'income tax . .. 
tables above is traceable to this difference. 

Branch's ineome tax calculation followed its recommendation 
for plant and consequently did not adjust the interest deduction 
for the amount of interest attri~utable to AFODC. Branch explained 
that the treatment for Plant and. for income .. tax should ~c 
ccnsistent... This is, of course,. correct .. /Since we have allowed 
AFUDC in Plant, there will be a correspondinq reduction in the 

I 

amount of interest deduction used to calculate income tax. 
J.. Plant .: 

1. Allowance t.or Puna 'O'secl / 
Duti~Construction 

Traditional ratemakinq recoqnizes that utilities must 
make expenditures in new plant well before the plant is ready to be .. 
placed in service and hence ~etore it is included in rate base .. 
Requlatory agencies normally s~lect one of two methods to ,. 

compensate the utility for the use ot. such funds.. One form of , , 

compensation allows "Construction Work in Proqress" (CWIP) as part 
r 

of rate base~ this allows,~he utility to collect a return on 
expendi tures made before. 'the plant is used and usetul to consumers. 

AFO'tlC, in contrast, provides deterred compensation; an .. 
allowance for return is added. to the othe'r costs of construction 
and eap·italized. ThO/utility does not beqin .to .. recover .. tor the use 
of the funds until the plant is placed in service.. Under AFUtlC~ 
the utility will, iri eftect, earn a return on return as well as on 
physical plant.. / . 

I . 

Applieant asserts that the Commission has traditionally 
I 

allowed it AFUDC; it cite~ the Monterey case as the most recent 
example.. Branc¥/ on the other hand seems to· contend that the 

/' 
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utility should not receive either CWXP or AFt10C;1 it C1AiL. 
the issue coulQ not have arisen in the Monterey case. ~Branch is 
at least partially correct; there was no tin4ing or ~n~lusion on 
the ,is$ue~) Neither party has cited any clecis·ion ;iV01Vin9' ca.l-A:m 
(or any other similarly situated water utility) Whero this question 
has ~een litiqated and resolved by Commision fiidings or 
conclusions. / . 

Branch contends that the utilitYjShould be satistied with 
a 5% compensation for contingencies whicnlappears in the estimated 
costs tor most projects. This argumen~s clearly ~ased on an 
incorrect premise. Esttmat~ of the cost of constructinq a new 
project necessarily include an arbit;fary additive for 
co~tinqencies, i~e. unforeseen cost/overruns. Once a project is 
completed, however, and. actual colts are'known, it would be wholly 
improper tor a utility'to ask fof a premium over actual cost as a 
contrngency allowance. Theret~e, the practice of including a 
contingency allowance in est~tes does not compensate applicant 
tor the use of funds. during ;=onstruetion.' 

. , Branch also arques that most water utility projects are' 
completed within one yea~/and that therefore the utility does not 
noed compensation during/construction. This conclusion appears to 
be inconsistent with tne ~asic legal principles which underly rate 
base ratemakinq. As ~lained in Goodman v pis~rict 2: columbia 
~ (1974) 497 Fed.~ id 661 at 668, '''Ct)he utility :must be 

compensated,. oi th~er Iby .. includinq . ..rate, base interest d.uring 
construction or by including in rate base the value: ot tun4s 
invested. in the p ant ~~rinq eonstruetion.* . 

/. 

1 It:ma~ be willinq to allOW compensation for the rare water 
utility ~oject whieh takes more than one year to eomplete. 
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No leqal authority has' been cited tor the prOPO&iti~ 
that this rule can ~e ignored when dealing with projects cO~leted 
in less than twe~ve months. Since sueh a rule would ~~bitrary 
and unreasonable without a sound economie justificati ,we will 
not adopt it as a matter of first impression. 

There are decisions where the Commissio 
either AFtJ'DC of CWIP. It appears" however, in many instances 
such donial has been due to oversiqht or for~raneo on tho part of 
the utility concerned. (cf. e.g., CRntin~ l:!llWhqm, rues. S 
CPO'C 677 (198l): in that case,. the Deeis' n rejected. a proposal to 

, include CWIP in rate base for short-te~projeets~ The proposal 
was rojected on the basis that the cu$tomer might have to pay a 

/ 
return on imprudent expenditures. ~his, of eoursc~ is an argument 
for preferring AFODC over CWIP, suiee prudence ean ~e reviewed 
before the return is eaPitalized/1 It is not an argumen~ for 
denying all eompensation. The;cw:p approach was also critieizedas 
a disincentive to quick completion of projects. However, a rule 

/ 

which provides compensation/tor long-term but not for short-~er.m 
/ 

projects would seem to encourage, not discourage, stalling.) . 
Braneh has cite~ no instance where a utility has claimed 

some form of compensati6n as a matter of right and been turned 
down. (Continental, supra, did not consider whether the utility 

/ 
had a right to some~ther form of compensation. That utility chose 
to forqo its right/to challenge staff recommendations in order to . 
receive quick rate relief;. thus". the .decision is more an oxposi,tion 
of the staff position than the resolution of a dispute .. We note 
that there wer~ no findinqs or conclusions on this question~) 

/ . 
We conclude that: 
1jl Applicant is entitled to some form ot 

compensation tor the time value of funds 
used during construction. 

The Commission has broad discretion to 
choose among CWIP, AFtTOC, and other modes 
of compensation. 
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4. There bas ~een no justification :furnished //' 
tor distinguishing ~etween short-term and ~ 
long-term construction projects. ~'. 

/' 

We will base the allowed rates on AFUOC as/Proposed ~y 
applicant. We have not considered using CWIP or aJiy other 
alternative simply ~ecause none ot the parties h£s made such a 
recommendation. ,/ 

i 
2. Autos - QgpreeiatiOD and Pu[9hase§ / 

The utility plans to renew its a£to fleet and li9ht truck 
, , 

fleet every three years. (In Baldwin H~lls only, the liqht truck 
estimates are based on a tive-year cyo{e: applicant has not 
explained the difference.) It prop~~s that depreciation rates be 
set accordingly.. In addition, it ~eeks recognition of plant 
additions to, replace ears which de more than three years old. 
Branch recommends a 10-year lif/; it also wo~14 dis,allow fleet 
purchases to replace specific/tehicles ~hich are less than 10 years 
old. ' / 

The utility claims that a rapid turnover in its auto 
I ' 

fleet is economically justified. While depreCiation lives are 
short, the added cost is/6ttset, it elaim.$.,. by the h:i.qher salvage 
value it receives by trading in a relatively new car. It also 
contends that the added reliability of newer cars i~ especially 
important for a utility with widespread districts. It also notes 

/ 
that there' is a tra~e-off between ~epreciation and repair costs. 
It further pOints. t,o a commendable satety record.. Branch has not 

I 

pointod out any sp;cc:itic flaw in applicant'" mothodology or the 
data it used.. / 

Brane~'s brief claims that this is an area where most 
adults have some expertise, since they must make similar judgements' 

, / 
in· managinq ~oir own "fleets." It argues that "common sense" 

I 
should .j,ustit, a rejection of applicant's. three-year lite. We also 
note that thiee-year life are outside of the range' commonly 
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permitted by U-4~ We know of no other co~panywhich has adopted a 
similar program. 

We share Branch counsel's skepticism that aithree-year 
replacement cycle is the most cost-effective choice/possible. 
Applicant's counsel, possibly anticipating our ~~Pticism, has 
suggested a fall-back position, based on the four-year allowance 
for automotive equipment accepted in the Monterey Decision, supra. 
We believe that the fall-back position S~OUld be adopted for this 
proceeding alone. 

We have not adopted the Brartch's recommended ten-year 
r 

life. Its witness proposed a 10-year life, based on ~~ uniquely 
limited depreciation study2.. // 

Should the is'sue arise/again, we will expect showinqs 
which carefully quantify the tr~de-offs between repair and 

/ . 
replacement, and between salvage values and depreciation costs. We 
would also prefer to have stme basis for comparing applicant's 

I 

experience with that of other utility or non-utility fleet 
. I . operators Wh1Ch have adopted a more convent1onal strategy. Our 

f 

objective would be to (ind a least-cost strategy which does not 
degrade safety or reliablility. , 

We find thit: 
l. Appli~ant's plan to replace autos on a 

three-year cycle and light trucks on a 
. five-year cycle is not adequately justified 
by/its evidence. We are not persuaded that 
its plan is not unnecessarily costly. 

2 The Branch depreciation witness based his recommendation for 
automobile service lives on his experience with a sinqle person 
automobile.. He claims that he bouqht this vehicle new for $3,000 
and that' he COUld. sell it today for $2',.000.. Applicant asks that we 
officially notice that according to the Kelley Blue Book~ list 
price. for his 1979 Chrysler corc1oba was at least $6·,58·7 When new;, 
tOdaYJs resale· value is between $525· and $11'050. 

l~ 
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2. Branch has not supported its 
recommendation with an adequate 

We have concluded that: /" 

1. 
I 

In evaluating an automotive replafement 
eycle, consideration should be given to 
safety and reliability. ,:. 

2. The life and the salvage values from the 
Monterey Decision are the most recent 
allowances available. Even though not 
discussed, they were acceptable to both 
applicant and Branch assigned to that ease. 

1/ 

3. The life and salvage/values. for light 
trucks· and passenger cars from the Monterey 
Decision should b~iadopted here ... 

/ 
3. Well PUmps and K9tors ,/ 

Branch recommended jthat, vari0';1s proj'ects to replace pumps 
and motors :be disallowed. /Generally, it concluded that the 
pump/motor combinations did not need replacement if energy 
efficiency remained high! Branch also noted that it had allowed 
funds for contingenCie~/in case of breakdowns. . 

The utility;responds. that older pumps frequently break 
down without exhibiti~g declining efficiencies. While efficiency 
may be a sign that ~ installation is not wasting energy, it does , 
not necessarily indicate very much about reliability. 

The U~ijitY asserts that Branch fails to· recogniz~ that 
breakdowns should be avoided if the utility is to avoid complaints 
about service.·/It argues that it is not truly economical to wait 

! 
for a breakdo~ and react, rather than adopting a replacement 
program to ae~ieve reliability. It points to· one inci~ent where ~ 

( 

breakdown contaminated a well, goeneratingo very higoh costs to place 
I 

the well b~ck in ser"ice; at the same tilne,. the company was obliged 
to· purchase substantial amounts of water at very high eost. 'rhe 

I 

utility ~otes that actual costs of breaJcc10wna rO(jUlarly exceeded 
the· amount ot contingoeney funds allowed. tor that purpose. 

L. 
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Applicant argues that its agqressive plan ot 7cplacing 
pumps and motors was specitically approved in D .86-03-01'1'. 
Branch responds that the decision stated that the pr~a~ His , 
reasonable tor test years 1986 and 1987." It concludes that the 

,/ 

reasona~leness was limited to those test years and that the 
languaqe invites relitigation. / 

• ,I 
Branch. places too'much re11ance on: the phrase Hfor test 

years 1986 and 1987." This phrase appears/in the discussion; there 
I 

is nothing in the discussion or tindings/to indicate that 
conditions would change after 1987. There was nothing in the 
conclusions or order to indicate tha~'/the company was required ~o 
rejustity the program in the next ra'te case .. 

We will therefore adopt,,:a finding tor this proceeding 
which finds the program generally reasona~le~ This does not mean 

, .' 

that the utility'S proqram is ~de-requlatedn as Branch's brief 
suggests. The utility still,haS the ~urden ot showing that its 
expenses for each district are reasonable. It does mean that in 

~~ , 

any Cal-Am rate case~ the Branch estimate can no· longer be written 
on a clean slate. Branch/is free to- criticize implementation or 

l • recommend new approachesr but whatever 1t recommends must start 
with the t1ndinq made h~re. 

We also :reje~t Branch's opinion that high efficieney 
alone is a reliable ~fgn of pump reliability. At the very least, 
such a conclusion needs more empirical data to support it. 
Finally,. we tind tha't ,it is. not imprudent to base decisions on pump 
replacement on age~: Rather, it appears. from the evidence that age,. 
usage patterns-" and experience with various types o~ equipment need 

I 

to be considered i,1 
4__ lim Avenue _in Pr9je£t 

This project will add 1,500 feet ot l2-inch transmission 
main ~etween the 48th Street well.and the Arlington. transmission 
main. It is eXpected to cost $117,000. Branch believes that .this 

i . . ' 
project is des.igned to provide additional pipinq capacity tor . I . 

I 

I 
! 

I 
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/ 
/ 

future system needs, rather than to serve the noeds ot current 
customers. Branch also claimed that developers sbouldV~e expected 
to advance the cost ot the project un~er the Main Exi~nsion Rule. ' 

./ 

Utility testimony explained, that the added capacity was 
/' 

needed to solve low pressure pro~lem$ and to provide a two-~ay feed 
/ 

and an alternative transmission route. The utility witness also 
pointed out that the near~y service territo~ is nearly ~uilt out, 
makinc; it unlikely that it would ~e ~le to compel any sUl:>divio.er 
to fund the project. 

Branch's criticism ot the project does not address the 
real qucstion--is the improvement in! 'flow worth tbe costs generated 
by the added investment? While th,e" Branch witness did not discover 
what the issue was until the hea,~ng, he nevertheless' had adequate 
time to prepare re~uttal. 'rbe .Branch did not otter any correeted 
testimony,. or request, addi tion~l time' to· prepare and or present' 
such testimony. .. / ' 

Atter sUl:>mission/Branch's ~riet recommended that this 
issue ~e deterred.. Tbe ~rief has not suggested what issues Branch 

l 

would ~e abl'e to raise i.f consideration were postponed • 
• 1 

}.~ immediatejfinding in tavor of the applicant is 
warranted. Our findi;tg will mean that the anticipated capital 
expenditures will appear in adopted plant and that the depr~ciation 

costs will ~e accepted as expenses in calculatin~ the rates adopted 
in this decision. /' 

We find/I:bat:. . 
1. The Fifth. Avenue Main pro; ect is needed to­

improva flow tor Qatter service to existing 
customers. 

2. 

3. 

The improvement in service is worth the 
added cost .. 

There is little likelihood that it could be 
funC1eci'~Y Main Extension contract or 
sUb4ividar contribution. 
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/ It. EA.t.§ BAU 
1. Katerial ADd ~YRRlie§ 

than apPli::~;:':s:::a~::s f::~~S item are Subst~«llY lower 

Distri~ arAn~h ytility BranCh( utility 

Baldwin Hills $ 7.5 $1&.2 sr $17.0 

Duarte 8.5 16.2 (.) 9.0 17.0 

San Marino 16.6 

Totals $32.6 

/ 

-,2.4 / 17.4 ... 
$64.8;1 $34.3 

/ ' 
J' 

24.Q 

$68.0 

Applicant's estimate was ~ased on a five-year recorded average, 
, ,. 

escalated by 5% per year. Branch's estimate was derived from an 
,,' 

inventory figure supplied }:)y the appiicant, escalated by the , ' 

Branch's non-lal:>or escalation factor and by customer growth. 
Branch claims that i t c'~nnot reconcile the numbers used 

,I 

}:)y applicant with its annual reports. It also argues that there is 
r 

an inconsistency }:)etween the recorded fiqures and the tigures used 
,I,. ,. tor the average. Accord~nq to, Branch's br~ef, these problems st~ll 

e~isted at the close of heaiinq, and were so "glaring" that the 
( 

utility'S estimate must bo'disregarded. 
Applicant's }:)r1~t, on the other hand, claims that the 

Branch estimates are fa,! below the recorded'historical figures. It 
,1 

also contends that therBranch never adequately explained the 
derivation of its method. It accorciinqly recommends. rejection of 
the Branch estimate .. ' 

This is the kind of dispute which should not arise when 
parties are a~equately prepared for hearing, and when they 
effectively use hearin9 time. Parties cannot expect a reasoned 
decision when t~~y themselves cannot explain the differences 

I 

between their expert's recommendations_ 
We b~ve adopted the Branch-reeo~~nde4 allowance despite 

the very re4l possibility that incorrect data was relied on • 
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Nevertheless, the burden of persuasion is on applicant, not on, 
staff. Since we are not persuaded that the data underlying .... '" 
applicant's 'estimato is any more reliable than that undorfyinq , 
Branch's estimate,. ~e have adopted the recommendation o~ the party 
not having the burden of persuasion. / ' 

We have found that: ' .-
1. Applicant's and Branch's M&S estimates are 

oqually unroliaDle. / 
,/ 

We have concluded that: 
/ 

r 

1. Where applicant's and Branch's estimates 
are equally unreliable,. we /should adopt the 
estimate of the party notlhavinq the Durden 
of persuasion. / 

. /'. 
2. Appllcant has the burden ot persuaslon on 

allowance for Materials and supplies. 
; / 

L. ~reciation' 

1. Structures: Life Est~eS ' 
Standard Practice Ui~ provides tor a sinqle lite tor 

various kinds of ·structuresii. 'I'his is a composite lite which covers 
• I both the baslc structure and. other elements such as doors, windows, 

I 
and roots. / 

Applicant's witness developed two separate lite 
t . 

estimates, one for the~asic structure and a shortor one for all 
other components. I' 

'I'here is a/substantial ditterence between the ultimate 
I 

amount ot depreciation allowed by the two witnesses for other 
( 

structures. Branch has adopted,. tor example, a 1.37% depreciation 
I 

accrual rate for/source ot supply Structures whereas applicant's 
witness recommended a rate of 4.58%. It is not clear how much of 
such differences is attributable to· the dispute over the dual life 

I 

methodology and how much is due to, other factors. 
" We .have considered and rejected the applicant's 

) 

recommendations to adopt the new methodology. The principle 

/ 
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advantage of the new method is that it allows separate stud.y of two 
I 

elements'which concededly need replacement with differing 
. , 

frequencies. However~ we are not convinced that the traditional 
/ 

method, properly applied, will distort results. 
Cal-Am's proposed new two-life s~em will apparently 

work only for utilities which have meticu~ou$ records. Thus, it 
may not be practical for oth~r utilitieslto follow cal-Am's lead. 
On the other hand, adopting it for on~~tility would make 
intercompany comparisons difficult an~ limit the ~enetit~ which 
would otherwise flow from adoPtinq;tnd enforcing a uniform syst~ 
ot accounts. I 

Applicant has the'buraen of proof to justify the 
I 

allowance it seeks. It ShouldjMve provided a tall-)jack analysis 
applying the traditional methodology to' the same faets and 
judgement factors. Since itlchose not to do so, we will adopt the 
Braneh's recommended fiqure~ for life and salvage on all 

I 

Structures. . I 
2.. other J)qpreci.atiQn 

For all other/accounts not specifically discussed, we 
have adoptod tho live~/and salvage values proposed'by applicant's 
wi tness •. In qeneral/ he appears to have had more time to ~tudy and 

I ' 
analyze utility records. Furthermore, Branch's -recommended salvage 
values and deprecidtion are based on the witness' apparently 

/ 
unsupported judgement~ His treatment of the auto service life 

( . 
issue makes us ~eluctant to place much reliance on unsupporte~ 
jU~gement tor depreCiation questions. 

We also note that the Branch witness relied heavily on 
the Commission',s. Standard Practice 0'-4 for depreCiation,. last 

I 
revised in the 60's. He did not attempt to determine which of its 
provisions ~i9ht)je outdated~ rather he qave them· all equal wei9ht. 

j. 

Consequently, we will find that applicant'·s. depreciation 
/. . 

figure/or all planti tems- other than, St'rUCtW:-e" are reasonable. 
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/ 

K. Return 

" 

" 

,/ 
/ 

/' 

The rate ot return recommendations were ~resented ~y a 
ORA w:i.tness. He recommended a ranqe ot return on:equ.ity between 

... " 
11.75% and 12.25% for all three years. The corresponding r~to of 

.' return on all rate base would be between 10.59,% to, 10.81% tor test , , . 
year 1989, and 10.62% to 10.82% for 1990, and 1991. He predl.cted 
that equity would represent 42.83%, 40.39%/and 39.78% of total 
capitalization in the ,three years. 

In 0.89-02-067, (Montorey Ois,trict), the Commission 
adopted the ORA's methodo109Y tor estimatinq cost of lonq-term 
debt. While it updated the ORA's short-torm· debt costs, it also 
adopted the basic ORA methodology tor that element as well. 

/' 
Overall debt costs were estimated/to be 9.71% tor 1989, 9.78% for 

I 
,"1990, and 9.83% for 1991~ / 

, I 

For return on equit~;' the decision adopted the top ot the 
ORA's recommended ranqe, 12.Z5~. The adopted debt structuro was 

f 

sliqht1y debt heavier than that recommended ~y the ORA witness in 
th:i.s proceeding'- / 

'l'he commission also lifted a restriction on tinancinq 
I 

imposed by 0.86249 in 19;'6. The restriction limited the utility to 
a capital structure in/Which lonq-torm debt could not oxceed 50*. 

We see nothing in the evidence in this proceed:i.ng' which 
would justify any adj,ustment :i.n the projections or evaluations 
adopted in the Mont~~ey proceeding'- We have accordingly found 
reasonable the rate/ot return on. equity, the projected cost ot debt 
and the capital structure adopted tor the Monterey O,istrict, as set 
to~ in the table below. 

/ 
J/ 
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/ 

~/ 

,f/~ 

Adopted RAte ot Return 1/ 

COmPonent 

Long- and Short-Term Debt 
COl1U1lon Equity 

Total 

Lonq- and Short-Term Debt 
Common Equity 

Total 

Long- and Short-Term Debt 
Common Equity 

Total 

m.2 

capital 
",.BAj:ios 

./ 
/ 

Weighted 
~g Cost 

56.25% 
43,75 

100.00% 

( 
9.71'% 

12.2'5-

/ 

/ 
;' 

/ 

58.00% / 9.78% 
42.00 ,I' 12.25 

100 .. 00% / 

l2U ,/ 
" I 

58.?5% 9.83% 
41:25 12.25 

100.00% 
I 

I 

5.67% 
5.15 

10 .. 82% 

5.78% 
5,05 

10.83% 

N.. I1Ae ot Post-Submission xntoDaation 
In its brief, Applicant argued that we should allow it a 

i 
higher rate ot return than a~thorized in the Monterey decision. It 
asserts that the interest rate prOjections" while only a few ~onths 
old at the time of hearing;;" in these cases f are now seriously out 
ot date. 

To use this data concerning changes in the tinancial 
markets in adjusting the rate ot return, we would need the 
judgement and analysis ot experts. The only, accepta~lc way to make 
a' record which includes input trom experts would 'be -to '-permit the 
exchange ot test~ony and possibly hearings. T.his kind ot updating 
is prohibited by the current RLP tor water utilities. 

This prohibition imposes roughly equal risks on both 
consumer and ratepayer, depending on whether there is· an up- or a 
downtrend in relevant markets.. On the other hand,. the risks of 
requlatory lag are almost exclusively on the stockholder. It 
should ~lso' be noted that applicant is not necessarily frozen into 
the allowed rate of return for a full three-year period.. The 

.I 
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/ 

/ 
;' 

standard ordering paragraphs adopted here will allow appticant to 
i

. I 
incorporate a higher rate of return nto 1ts 1990 or subsequent 
rate filings if one is adopted in a future district ~te case. 

We find that it is reasonable tor applicant to· earn 
• I 12.25% for each of the test years and the attritl.on. year; rates 
/ 

should be set at a level estimated to earn that rate. 
0.. Ba:te....Design ;1 

In InVestigation 84-11-041, O.86-0~J064, the Commission 
adopted a new rate desiqn policy. Under this policy, the lifeline 
block was to be abolished; all consumption"was to· :be charged for at 

I 

a single rate, except that up to three qu'antity blocks WQre 
permissible if necessary to establish industrial rates. the 
service charge was to be set high enough to· cover ,up to 5·0 percent 

, of the utility's fixed chargos. 
I 

. Intervenor Duncan (Duncan', arques that 0.86-05-064 is' 
flawed, claiming that there was n~representation for consumer 
interests in that proceeding. A/reView of the file shows, however, 

I 

that 'I'owara Utility Rate Normalization, California Public Interoe.t 
Research Group, and Utility Consumer's Action Network were given 
notice and opportunity to participate. None of those organizations 
fi1e4 comments. Moreover, if Duncan wishes to Challenge that 
decision, he should do so in that proceeding ana not here, al~ost 
three years later. 

,-
.' 

We find that ~he rate aesign established. in D.86-05-06' 
is fair·to all classes of consumers, and shoula be applied here. 

I 

P. Inte:w:yenor's othe;t/ Arguments 
1.. Sgpport by nX-tynded Activities , 

According ~o Duncan, Cal Am's business is supported by 
the facilities and operations of several pUblic agencies, including 

r 

the Metropolitan water Oistrict~ the Flood Control District of Los 
I 

Angeles County, we,st Basin Water Oistrict.. According to· 
Duncan; the agencies' activities assertedly guarantee applicant an 
unlimited supply ,'ot water, and proteotion against salt water 
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/' 
intrusion. OUncan argues that this support elim.inates all risk for 

I' 

50% of applicant's business. This reduced risk/should, he claims,. 
justify a rate ot return on equity sUbstantia~ty lower than that 
allowed applicant in the Monterey decision. / 

There is no expert evidence which/would support a finding 
that a portion af applicant's business is ris~ess. There is no 
evidence to indicate that the activities of public agencies would 
enable applicant to obtain financing at prices significantly below 
other utilities. 

Therefore,. we have not attempted to deter.mi~c what,. it 
any,. impact p\Wlicly funded operations have on applicant's 
t inane inC] • , 

I 

2. ~nsideration 0: M9ntergy Decision 
Duncan complains thai tho Monteroy District Proposed 

Decision was not released until late in the hearings on this 
" application. He contends that this late release limited his 

al:lility to ask Cal-Am witnesses al:lout "related matters." He ar<]Ues 
" that the situation in Monterey is distinquishal:lle,. since there is 

no present need tor mand~tory rationinq in any ot these Districts. 
He also notes that Cal-Am's utility operations in this area do not 

I 

have to compete with the needs of steelhead or salxnon fisheries. 
He argues "(tJhere is no· ilnpact on the LA. Reqion for reclaimod 
water .. " 

We do not believe that any of these arquments would 
justify disreqardinq the Monte:rey~decision,..or.ixnposinq a lower 
rate ot return for L .. A.. ~sin operations,. at least in the a:Dsence 
ot expert testimony supporting such an outcome. 

3. Wgrking COBh 
Ouncan criticizes the utility for withdrawing- its eXhibit 

on working- cash, thereDY preventing him from cross-examinin~ on the 
matter contained therein. He believes that the,new rate desiqn 
policy, by allowing tor recovery of up to· 50% of fixed eharqes in 
the base rate should reduce the need tor working cash.. He has. not 
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supported this novel approach ~y demonstrating that applicant will 
experience less revenue lag. He is also· concerned that t~e adopted . / 
figures would not adequately reflect wexpedited meter reading and 

/ . 
enhanced ~illing system and oversight and overnight~;one day mail 
delivery." 'He has not cited any evidence which would support 
recalculating the Branch fiqures. ;/ 

He proposes to reduce the need for wO~king cash by more 
frequent or advance billings to large users ... -Finally,.. he proposes 
that customers be informed that delays in payment increase the cost 
of service. He has not demonstrated that such questions. were 
raised before Submission and we will co~,ider them further. 

4. Erocedura1 ProblemS . . 
Duncan contends that t~e uti~itY'made it more difficult 

for him to cross-examine by includinq:l'rebuttal to Branch exhibits 
, .!' 't in its case-in-chief. 'l'h.l.s contention has no mer.l.t- It is not 

clear why mixing rebuttal with case-in-chief evidence should hamper 
a cross-examiner • 

Duncan claims that the' ALJ "facetiously defined and , 
misjudged my public comment and unfairly restricted my 

(' , 

presentation ••• " We have examined the cited references and find 
only that the Ar.:J ~rged him ,to expedite and, finally, set a time 

I 

limit on an opening statement which was longer than applicant's and 
I 

Staff counsel's statement~'combined. 
,. 

He complains t~at the Ar.:J did not offer him an 
I 

opportunity to present ~~rect testimony. We note ~ however, that 
this proceedinq was novel in that a representatiVe of the PUblic 

, I 

Advisor's office attended all of the public participation hearings. 
The ALJ repeatedly rJcommended that all members of the public . 
consult her for advice on how to participate. Duncan apparently 
failed to heed thisi advice. Further,. we note that he has had 
extensive experience in Commission proceedings in energy 
proceedings for the last 9 years. An experienced intervenor would 
reco9'%lize the nee'd: to- identity the evidence to be offered as part / . 

j 
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/' 
ot his openinq $tatement~ Finally, his ~riet has not shoWn that he 
had any relevant testimony to offer. t" 

We have tound that none ot Duncan's proposals is 
adequately supported ~y evidence~ We conclude tha~ie had a tull 

!?' 
opportunity to" participate in the hearinqs. '/ 

tI 
lindinsm of Pact /l 

1~ The Branch estimates for Baldwin 8il)s consumption are 
more conservative than applicants ..i/ 

2. Applicant's allocation factors are ar~itrary, whereas 
Branch's are ~ased on analysis.. /' ., 

I 

3.. Liability insurance costs are,Junpredictable pending 
aetion :by the California Supreme cou~:' 

i' 

4 .. Branch did not explain 'why/it did not ignore non-
deductible expenses in calculating {ncome tax. 

50' Branch's weighting tactof tor deriving weighted averaqe 
rate base is more realistic tha~/~pPlicant's. 

6. Applicant's payroll costs will include ,5.6, employees in , 
1989 and 57 in 1990. 'l'hese include both a xnanaC]ement traineo and a 

.' cross-connection supervisor tor both years; predictable costs of 
I 

new wat~r testinq require an allowance of tunds tor either a new 
lab employee or for contracting out~ 

7. Applicant is wjJlling to accept a 2% reduction in total , 
payroll for the vacancy/factor.. Thero is no ovidence to support 11 

• I. greater reduct10n for vacanC1es. 
8 • .' Group healtli. insurance_costs will increase by 35% in 1989 

I 

and an additional 5%/in 1990., 
, ,I 

9. ~he tindi?qs on general otfice expenses from the Monterey 
decision are recent enouqh to be adopted here. 

lO., It is not untair to limit an applicant to' one chance 
every three yearJ tor a revision ot qeneral office expenses .. 

11- Sucn d limitation when practicable, will further the 
I objective of the RLP~ 

I 
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12. It is practicable to adopt Monterey General ~~ . 
expenses for 1989 and 1990. / 

13. Under any alternative mode ot performing -peWly required 
testing, applicant will have to pay at least the cost ot one tull­
time employee. Allowing salary and ~enetits fo~ucn a position in 
~oth test years will partially compensate appl~ant tor costs 
incurrecl. ;II 

14. Branch has not justified includinq interest on 
ac~isition adjustment as a deduction in/~lculating applicant'S 
income tax expense. / 

15. Applicant's plan to replace autos, on a three-year cycle 
and light trucks on a five-year CYC1?!iS not aclequately justified 
~y its evidene~~ We.are not persuaded that its plan is not 
unnecessarily costly. . I 

16. Branch has not supported its· recomDlendation with an 
adequate stUdy. ;I 

17. It adopted tor one company alone, applicant's proposal 
tor :bifurcated service live~for Structures would render it more 
ditticult to, compare utility costs. 

18. The ~se ot a si1~le lite tor Structur~s has not ~cen 
shown to distort depreciation. ~he only single lite available on 

l 
this· record are those Proposed by Branch whieh should :be adopted. 

19. Applicant's/two-l~fe method requires aecurate records .. 
It may not be useful for other Class A utilities. 

20. Branch's salvage and removal values for,StructurQ~" 
I eonform to its study ot lives. 

I 
21. It is n~t practical to adopt a single life for Structures 

< • 

without also adopting Branch's recommended lives and salvage value 
, 

for that accoun~~ 
22'.. For all other depreciation accounts,,. applicant's proposed. , ' 

service lives. and salvage values are' supported by more complete 
I 

research and analysis. 

/ 
/ .. 
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23. Applicant's projected eo~ts tor pump and moto~ 
roplacoment have ~een justitied. Branch ~s not sho that 
applicant is pertoming prematur~ replacements. App' ~cant's pump 
and motor replacement program is generally reason le. 

24. Enerqy efficiency is not necessarily reliable inaicator 
that a PUlllp is reliable.. A prudent managemen will consider age,­
usage, and experience with similar equipmen in deciding when to 
replace. 

25-. The improvement in well rolia lity is worth tho addad 
cost ot the well replacement program. 

26.. 'l'he Fifth Avenue Main proj' is needed to improve flow 
for better service to existing cus mers. 

27. Applicant's and Braneh' M&S estimates are equally 
unreliable .. 

28. The rate of return 0 equity, the projected cost of debt 
and the capital structure ado ted for the Monterey District are 
recent enough to ~e adopted ere. Adopting the high point of tho 
rate ot return on equity r commended ~y ORA in these proceedings is 
sup~ortea by this reeord_;I 

29. There is insu;ticient evidence ot record to support an 
updating ot the findings to account for changes in financial 
markets occurring after submission in the Montory proceeding. 

30. It is reasoriable tor applicant to' e~rn l2.2-5% return on 
I 

equity tor each of the test years and the attrition year; rates 
should. be set attl,evel estimated to earn that rate ... 

31. None ot intervenor's proposals for reduction in 
allowances or ra e of return is adequately supported by evidenee_ 

32. In eva'iuating a replaeement cycle for autos and liqht 
trucks, consid~ation should be given to" satety and reliaDility. 

I 
33. 'X'he fates set forth in Appendice~ B-BK, _ C-BH, and D-BH 

are just and easona~le and non-discriminatory tor the periods . 
speeitied~ pplicant's existing rates insotar as they differ from 
the Append1 rates are unreasonable_ 
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34. The amounts set !o):th in ~ppendi" E-BH, Adopted / 
Quantities, are reliable and should be used to· conSider7ny equest 
for offset relief. 
~ru:lusi9Ds 2' tAw 

l~ The non-labor cost differential between alternative mo4es 
ot providing additional testing should be considere~fter 
applicant has SUfficient recorded information on ~ operation of 
the new lab. / 

2. The RtP now in effect does not determine whether or not a 
multi-district utility is entitiled to relit~ate general office 

'th ' d" I expenses w~ every succeSS1ve lstrlct ra~e case. However, 
adopting such a rule tor the rare instance!where two successive 
district cases share the same test years/is not arbitrary. 

3. ,0.86-03-011 decided not to ~lude acquisition ~d;ustment 
interest in calculating income tax/hat issue Should not bo 
relitigated here. 

4. Applicant cannot deduct;the interest allowed tor funds 
used during construction. Our ~come tax calculations should not 
include this interest as a tax~eduction. 

5·. Applicant is entitled to some compensation tor 
investments in capital proj,cits betore they are allowed in rate 
base. The Commission has b:r:oad discretion to choolSe among CWIP, 
AFtrDC, an~ other modes of~ompensation. . . 

6. There is no justification for distinguishing between 
short-term- and long-ted construction projects .. in. allow.ing~ __ .... '~ 
compensation tor funds/used during construction. 

7. In evaluating an automotive replacement cycle,. 
consideration shoulcVbe given'to. safety and reliability .. 

. I 
8. ~helite;and the salvage values from automotive equipmont 

from the Monterey/Decision are the most recent allowances. 
avail~le. / , 

9. ~he ll4e and salvaqe values tor light trucks. and 
1 

passenger ClJ.7rom the Monterey Decision should be adopted here. 
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10. All Class A water utilities should use the same system 
. / 

for recording and estimating depreciation and salvzqe or 
structures. 

11. Where applic~nt's and Branch's estimate are equally 
I . 

unreliable,. we should adopt the estimate of th~arty not having 
the burden of proof. ;' . 

12. Applicant has the burden of proo~n allowances for 
Material and Supplies. 1' .. 

13. It is not reasonable to adopt applicant's recommendation 
for dual lives tor Structures. .~ ;I . 

14. The RLP tor water utilities/adopted in 1979 prohib.ts 
. updating of financial market datta ter the first round of 

exhibits. 
15. Duncan was not deni~d n opportunity to participate 

fully.. fa 
16·. Because of the rate case pl~n ~cheduie, this order shou,ld ' 

be effective today .. 
17. Applicant ShOUldLbe authorized to establish the Appendix 

rates on the dates specitfed. 

/ 
/ 2-R...D..-E-B 
• ; 

IT' IS· ORDERED that: 
1. californi~American Water Company is authorized to tile 

" 

on or atter the et~ective date of this ordor.the .revisc:c1.rato._ .. _ 
schedules for 1989/ shown in Appendix B-SH for its Baldwin Hills 

I 
Division.. This ~lin9 shall comply with General Order 96-A. The , . 
revised schedules shall apply only to serv.ce rendered on and after 
their effective/date. 

I . i . 2. On Of after November s., 1989, Cal.forn a-A:mer.ean Water 
company is au~orized to file an advice letter, with appropriate 
supporting p7arl<papers,. requestincr the step rate increases for: 1990 

shown in A:f en4ix C-BH attaehe4 to this order,. or to· file a lesser 
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increase in the event that the rate of return on rate ~ase for its 
Baldwin Hills Division, adjusted to reflect the r~es then in 
e~fe~t and normal ratemakinq adjustments for th~months betweon the 
effective date of this order and September 30~19891 annualized, 
exceeds the later of (a) the rate of return;f0und reasonable ~y the 
Commission for California-American Water COmpany for the 
correspondinq period in the then most ree'ent rate decision, or 
(b) 10.82%. ~his filinq shall comply wlth General Order 96-A~ ~he 

I 
requested step rates shall be reviewed ~y the staff to determine 

I 
their conformity with this order an~ shall go into effeet upon the 
staff's aetermination of conformity. Staff shall inform the 
Commission if it tj,nds that the jroposed rates are not in accord 
with this decision, and the Commission may then modify the 
increase. 'rhe effe,etive date/of the revised schedules shall be no 
earlier than January 1, 199~ or 40 days after tilinq, whiehever is 
later. 'rhe revised. sClled'ufes shall apply only to .service rendered 
on and after their effec~ve aate. 

If. , 3. On or after November S, 1990, Cal~fornla-Amerlean Water 
Company is authorizea i~ file an advice letter, with appropriate 
supportinq workpaper;! requestinq the step rate increases tor 1991 

shown in Appenclix 07Bn attached to this order, or to tile a lesser 
increase in, the event that the rate of return on rate base for its 
Sal~win Hills Oiv~ion, acljuste~ to reflect the rates then in 
effect and normatratemakinq adjustments for th.o months ~otwo¢n the 
effective clAte rft th.Q incrcaso orderecL.in ... tho prev.iouG. pAragraph. 
and September 10, 1990, annualized, exceeds the later of (a) the 
rate of returrl found reasonable by the Commission for C.etlifornia­
American watir Company for the correspondinq period in the thon 
most recent/rate decision, or (b) 10.82%. 'rhi$ tilinq shall comply 
with GenerJl Order 96-A. 'rho requested step· rates· shall be 
reviewed by the staff to determine their conformity with this order 
and shalli qo into' effect upon the staff"s determination of 

I 

conformtty., Staff shall inform the Commission if it finds that the / . 
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Expenses 
o & M Expenses 
UnoolJ.ec::t.ibles 
SUbtotal 0 & M 

A & G Expanses 
Franchise 
Gen •. otf. (w/o Oepr) 
SUbtotal A & G 

M Valorem 'nIXeS 
Payz:oll TIlXeS 
Depreciation (+ GO) 
ca. Xnc:ane ~ 
Fo:1e%al. Income ':t'axes 

'1'otal Expenses 

Rate Base 

APPENDIX A-BK 
Paqo1 

C\LIFORNIA-J\MERIC1\N ~. 0:>. 
(BAI.tMIN HJl1S) 

1989 
~OF~ 

($OOO) 

......... utill,ty 

Or5-
2,,.493.6 

1,240 .. 8 
, 7.6 

1,248 .. 4 

356.3 
0 .. 0 

1~3.0 
499.3 

40.1 
36.6· 

215.9 
30.3 
91.5 

2,.162 .. 1 

33l.5 

3,789.9 

8 .. 75% 

356 .. 3 
0.0 

143,0 
499 .. 3 

40.1 
36.6 

215 .. 9 
46.$ 

3.45 .. .3 
2,232.7 

435 .. 8 

3,789.9 

11.50% 

334.1 
0 .. 0 

141.Q 
475 .. 1 

37.3 
37.6 

142-9 
38 .. 0 

lla',2 
2,104 .. 6 

455.2 

3,.549 .. 3 

12'.83% 

(Negative) 

37.3 
37.6 

142....8 
53 .. 5-
1~·2 

2,172 .. 2 

555.1 

3,549.3 

$2,528.7 
9,& 

2,529.3 

1,232 .. 7 
7·7 

1,240..4 

353 .. 2 

3,587.3 

~. 

1,232.7 
7·2 

1,240 .. 6 

352..4 
0 .. 0 

lil...2 
493.4 

3,.587.3 

10.82% 
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Items 
( .... "'-""'-

Oper .. Revenues---.~. 
Rev'. !ran contr.. .'" ~ 

Total Revenues 

~ 
O&M~ 
uncollectiDles 
SUbtotal O&M 

A&G~ 
Franchise 
Gen. otf. (w/o Depr.) 
SUbtotal A & G 

Ad Valorem .. ~ 
Payroll ~ 
Depreciation (+ GO) 
Ca.. Income TaX. 
Fecleral Inccne Taxes 
Tatal~ 

Rate Base 

Rate of Return 

• 
AP.P.ENDXX A-IlK 

Page 2' 
C\LIFORNIA-AMERICAN WAXER' 00. 

(EAU.W:m HIUS) 
1990 

~ OF EARNINGS 
($OciO) 

'Q.tility 

$2,498.0 
O,§ 

2;'498.6 
~--..... 

1~262 .. a 
7.6 

1,270 .. 4 

374 .. 1 
0.0 ' 

149.5-
523.6 

44.9 
39.6 

229.1 
21.0 
22.8 

2,189 .. 4 

$2,7;70.5 
0.2 

2,771.1 

$2,570'.4 
0.7 

2,571.1 

$2,836.1 
Q,7 

2,836.8 

$2,535 .. 4 
Q.,Z 

2,536.1 

~~ 
1,26~~ 1,273.3 1,273.3 1,254~7 

___ Soc.I&_· Z.9 e..l z,§ 
1,271.3 1;281.2- 1,282.0 1,262.5 

374.1 348>'"",,, 348.7 370.0 
0 .. 0 0.0 ,,0.0 0.0 

149.5 147.t 5;. 147;:5, _ 147. S. 
523.6 496.2 496.2" 517.$ 

"-

$2,652~4 

0·7 
2,653.1 

1,254 .. 7 
g.l 

1,262.8 

370.0 
0.0 

147.5 
517.$ 

44 .. 9 
39.6 

229.1 
46.2 

1~i.c6-
2,299.3 

39 .. 1 
39.0 

149 .. 8, 
31 .. 6-
9Z.& 

2,134.4 

39.1 39~4 39~ 
39.0 39 .. 1"... 39.7 

149.8. 231.7"', 231.7 
56.2 27 .1 "'-38.0 

179AZ 82.;, 5 11~5 
2,214 .. 5 2,200 .. 4 2,247 .. 5'..., 

" 309.2 471 .. 8 436.7 595 .. 2 335.7 405.5 .. 

4,074.6 4,074.6 3,.692 .. 1 3,.692 .. 1 3,74S.~O 3,748_0 

7.59% 11 .. 58% 11 .. 83% 16.12% 10.82% 

(Negative) 

...... 
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-~ 

~ 
Operations & Maint. 
Admin. &- General 
Taxes O/T- :tncome 
Gen. .. Oft .. 
~ 

o::Fl' 

Oeductic;.."lS 
Feel. Tax Oepreeiat 
Interest 

FIT ~le Income 

FIT (Before AdjUS'bne.nt) 
Prorated Mjustllent 
Invest7nent TaX credit 

Net Federal Income Tax 

• 
APmmIX A-SH 

Page :3 
C1\LIFORNIA-J\MERICl\N WAT.ER 0:>. 

(l?AI.tw.tN EILtS) 
1989 

INC'Ct>1E ':tAX 
($000) 

Ut1lity 

$2~493.1 $2,668.0 $2,559.3 $2,726 .. 7 

~, 
1,248.4 ~J'249.0 1,255.6- 1,256.1 

356 ... 3 ~56.3 334.1 334.1 
76.7 76;.,......... .74.9 74 .. 9 _ 
14~·Q l.43.0 ~ l~1.Q 

1,824.4 1,82$ .. 0 '1-,.805.6 1,806 .. 1 

148.6 148.6 . ~143.S 
192.6 192.6 2~~:! ~01.6 
32$.8 500.2 408.5 ~ 
30.3 46..5 38.0 53.0 

166 .. 4 166 .. 4 157.7 157.7 
192.6 192.6 201.6- 201.6 

277.7 43S.8 356.3 507 .. 7 

94.4 148.2 121.1 172.6-
0.0 0.0 0.0 0.0 

(2.9) (2 .. 9) (2' .. 9) (2.9) 

91.5 145.3 118.2- 169.7 

(N*tive) 

$2,528.7 

1,240.4 
352.4 
75.6-

14l.Q 
1,809 .. 4 

146.3 
192.6' 

3.80.4 

112.5 
0.0 

(2.9) 

109'.6 

~. 

$2,587.2 

1,240.6 
352.4 
75..6 

111·0 
1,809.5 

146..3 
192 .. 6· 

438 .. 7 

40..$ 

~ 
130~ 0.0 

(2.9) 

l27.6 \ 
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EXpenses 
Operations & Maint. 
Aclmin. & General 
'l'axes 0/1: Income 
Gen. Off. 
SUbtotal. 

Deductions 
CA..1'aX Depreciation 
Interest 

CA 'l'axZIble :rncome 

t:::.aT. 

Deductions 
Fed. Tax Depreciation 
Interest 

F'1!r ~le Income 

m (Before Adjustment) 
P:oratecl MjU$Ooent 
Invesbucnt 'nix credit 

Net Federal Income Tax 

APPENDIX A-BH 
Page 4 

CALIFORNIA-AMERICAN WATER 00. 
(~HIUS) 

1990 
INca£ 'rroc 

($000) 

utility 

$2',498.0 $2,,770.5 $2,570..4 

l,270:4- ", 1,27l.3 l,281.2 
374.l 

'"'' 
374.1 348 .. 7 

84.5- "-.,84.5 78 .. 1 
14~~:i' 1§:2.~ l:u'~· 

1,878.5- 1,879.4" "" 1,855.5 

" 

.. \~. 

165.8 l65 .. 8 15l •. ,7 
227.0 227.0 22~ .. 4"·". ", 

~. 

$2,836.1 $2,535.4 $2,632.4 

l,282.0 
348.7 
78.1 

l§:Z.~ 
l,856.1 

151.7 
223.4 

l,262.5-
370.0 
79.1 
l£l~ 

1,$59.l 

157.6 
227.0 

l,262.3 
370.0 
79.1 

142.", 
1,859.4 

157.6 
227.0 

225.3 497.0 339.9 "-'", 604.7 ". 29l.8 408.4 

38.0 
1·'1, -21 .. 0 46.2 31.6 56::2 ,21.1 

" , -, 
..... " ... 

~"" 
182.7 182 .. 7 164 .. 5 223.4 '171.0 171..0 
227.0 227.0 223.4 223.4 

187.4 433.8 295.5, 535.7 

63 •. 7 147.5- 100.$ 182.l, 

227 ... 0 227.0 

2S1.~357.0 
85.4 12l.4 

0.0 0.0 0.0 0.0 
(2.9) , (2.9) (2.9) (2'.9) 

60.8 144.6 97 .. 6 179.2 

0.0 Q,.O 
(2.9>' C2.~\\. 

82.~ 118.$" 
" 

. (No;ative) 
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APPENDIX A-Hi· 
PageS 

CAUFORNXA-AMERICAN WATER CO ... 
(BAU:W.IN Kru:S) 

1989 
RATE BASE' 

(SOOO) 

Items ~. Utility 

Plmlt ;in Service 
Work ;in Progress 
:Materials & SUpplies 
Worki.nq cash 
Method 5, Mj .. 
cap. Int- Adj. 

SUbtOtal 
tess:. 

Depreciation Reserve 
Adw:mce:s 
COl'TtrlDltions 
tJnamortizecl l'IC 
Deferred Income Tax 

SUbtOtal 

Net District Rate· Base 
Main otfic:e Allocation 

'l'otal Rate Base 

........... 
$~03 .. 0 $5,277.8 

"0'..0 0.0 
16.Z'~ 7.5-

249.9 115.4 
2.9 2.7 

_-x.Q".x, 0 0.0 
S.,672 .. 0 5-,.4'03 4 

1,587.7 
73.2' 
66.3 
0.0 

198.2' 
1,925-.. 4 

3,746.6 
43.4 

$3,790.0 

, 1,561.3 
73'~2 

. , 66.0 
0.0 

194.4 
1,894.9 

3,508 .• 5 
40,8 

$3,.549.3 

$5,324.4 
0.0 
7.5-

142.3 
2.7 
2&0 

5,477.4 

1,596 .. 3 
73.2 
66.0 
0.0 

195.~ 
1,930:9 

3,546.5 
40.8· 

$3·,587.3 

~. 
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APPEWIX A-BH 
Page 6 

~-AMERICAN WAtER <X' .. 

Plant in Service 
Workin~ 
Mater:i.aJ.s & SUpplies 
Worki.nq cash 
Method 5 Adj. 
cap.. Int. Adj. 

Sl.1btotal 
tess:, 

Depreciation Reserve 
~. 

contributions 
Unamortized I'IC 
Deferred Income TaX 

S\.1btQtal 

Net District Rate Base 
Main Offioe Allocation 

Total Rate Base 

(BATJ:MIN HmS) . 
1990 

RATE· BASE 
(SOOO) 

~ity 
$S.,88~ $S,S37.9 

0.0 ~O.O 
17.0 7.9 

259.1 0.0 
4.4 "4...0 

_.....lIC.oIO.'-XQ .. 
6,160.8 

1,741.4 
70 .. 7 
70.5-
0.0 

24201-
-2,128.0 

4,032 .. 8 
41.9 

$4,074.7 

1,652-..4 
70.7 
70.6-
0.0 

225.2 
2,018.9 

3,650.9 
41.2 

S3,692 .. 1 

(END OF APPENDIX A-m) 

$5,673.0 
0.0 
7 .. 9 

149 .. 3 
4.0 
0,2 

5,834..2 

,758.3 
"".70.7 

70 .. 6 0: 
227.1 

2,127.3 

3,706.8-
41.2· 

$3,748.0 
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bPPLICWLIU 

APPENDIX B-BH 
Page 1 

Schedule No. BH-l 

BALDWIN HlLLS DISTRICT TARIFf AREA 

GENERAL lfiiTEREP SERVICE 

Applicable to all metered water servic • 

TEBBITORY ~ 
Bald.win Hills, Windsor Hills, viewhark, Ladera Heights, and. 

vicinity, Los Angeles County. 

BATES 

Serv1s;:e charg~: 

For 5/S )C 3j4-inch meter 
For 3j4-inch meter 
For l-inch meter 
For l-lj2-inch meter 
For 2-inch meter 
For 3-inch meter 
For 4-inch~eter 
For 6·-inchf meter 
For S-inch meter 
For 10-inch meter 
For 12-irich meter 

I 
ouantUy Rates(: 

/ 

· ................ . · ................... ~ .. 
...•............ 
........................ ...... ' ... ~ ....... , .......... , 
....................... 
• ........ __ ....... e, ., •. II' .. 

.. -.' ............. - .... . 

............ 11'" ..... ",.. 

................ ' ••• e ..... 

• ........... ~ •• e" ...... .. 

Per Meter 
Pcr Month 

$- 5-.75-
9.10 

12.80 
16.95 
23.40 
43.00 
S7.00 
98.0,0 

143.00 
177.00 
210.00 

First 400,000 cu.ft., per 100 cu.ft ..... _, $- 1.207 
Over 400,0,00 cu.ft. f per 100 cu.ft. •••• 1.500 

,I , 

The S~~ice Charge is a readiness-to-serve charge 
applicable to all motered service and to, which io 
to be I added the quantity cbarge computed at the 
quanti ty rates" for water used. during' the month,. 

I 
i 

I 
,I 

(X) 

eI) 
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APPENDIX B-BH 
PAqe 2 

Schedule No. BH-4 

BALPWIN HILLS DISTRICT TARIFF aEEA 
WYATt UBE EaQ:tE>TIQN; SERVICE 

I 

AEeMICABILITY ~ 
Applicable to all water-service turnished for privately owned 

fire protection systems. / 

:tERRITORY 

Baldwin Hills, Windsor Hills, View!Park, Ladera Heiqhts, and 
vicinity, Los Anqeles County. I 
2ms' / Ear Hontll 

I 
For each inch of diameter of ~rivate 
fire protection service " ... :1. .. " ... ,,- .. " .. " " " " " • $3 .. 04 

l 
The rates tor private tire/service are ~ased upon the size 
of the service- and no additional charqes will De made for fire 
hydrants, sprinkler, hose connections or standpipe connected to 
and supplied by such private fire service .. 

l 
mS;IbL CONDITIQ~S / 

1.. The fire protection service and connection shall ~e 
installed ~y the utility or under the utility'S direction. Cost of 
the entire fire protec~on installation excludinq the connection at 
the main shall ~e paid/for ~y the applicant. Such payment shall 
not be subject to refund .. 

/ 
2. The installation housinq the detector type cheek valve and 

meter and appurtenances thereto shall be in a location mutually 
aqreeable to-the applicant and the utility .. Normally such 
installation shall/be located on the premises of applicant, 
adjacent to the property line. The expense of maintaining tho fire 
protection facili~ies on the applicant's premi~es (includinq the 
vault, motor detector typo ehQck valves, Daekf10w ~evice, and 
app\1rtenanees) Shall ~e pAid tor ~y the applicant. 

I 
3.. All facilities paid for by ~~ applicant shall be the sole 

property of ~ applicant.. The utility an~ its duly authorized 
agents shall ~ave the riqht to inqress to- and egress from the 
premises for fll purposes relating' to said f."eilities .. 

(END OF APPENDIX B-BH) 
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APPENDIX C-SH 

CALIFOBHIA NmUCAN WATER COMPANY 

BALPWIN HlLLS 'pISm~ 

Each of the followinq increases in rates may bel,Put into effect on 
the indicated date by filinq a rate schedule w~leh adds the 
appropriate increase to· the rate which WOUld/otherwise be in effect 
on that date.. / 

ScnEpw;.E BH-l / 
/ 

S~ryice Charg~: ,/ 

For S/8 
For 
For 
For 
For 
For 
For 
For 
For 
For 
For 

.' ,;' 

x 3/4-inch meter ••• ~~ ••••••••• 
3/4-inch meter •• i ............ . 

l-ineh meter • / ................ . 
l-l/Z-inch meter / .................. .. 

2-inch meter/ ................ .. 
3-inch meter ..................... . 
4-inch meter ............... . 
6-inch me:ter ...................... .. 
8-inch meter ...................... . 

10-inch peter ................... . 
l2-incbl meter ................... . 

. ;/ Quantl.1;Y Rates·: . 
,. 

First 400,000 cu.ft .. , per 100 eu.!t .. 
OVer °400,00ju.tt., per 100 cu.tt ••• 

SCHEDULE BH-4 / 
·f 

Rates: / 
I. For e4chfinch of diameter of private 

fire pro,tection service ........................ . 

/ 
/ 

I 

" 

j ,. 
! 

I 
I 

I 

/ , 

(END OF APPENDIX C-BH) 

Effective 
1290 

$ O.QO 
0.90 
1.25-
1 .. 65-
2.30 
4.40 
5-.80 

10.00 
14 .. 00 
18 .. 00 
20.00 

$- 0 .. 00 
0.00 

$. o.os. 
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A.88-09-040 

/ APPENDIX D-BH , ' 

CALIFORNIA AMERICAN WATER COMPANY 

BALDWIN HILLS~ISTRICT / 

Each of the followinq increasos in rates may be put into, effect on 
the indicated date by filinq a rate schedule Whieh adds the 
appropriate increase to the rate which would otherWise be in effect 
on that date. I, 
SCHEPULE BH-1 

Service Charge: 

For 5/8 x :3/4-inch meter ............ .. 
For :3 /4-inch meter ......... .1. .... .. 
For l-inch meter •••••• / ........ . 
For 1-1/2-inch meter ........ I .... . ' ... . 
For 2-inch meter ........ ,/ .............. .. 
For :3-inch meter ... ~;I ... " .... ~ .. .. 
For 4-inch meter •• i ..... " .......... .. 
For 6-inch meter "r·"." ............. .. 
For a-inch meter/. .... , .... " ....... " ", .. 
For 10-inch meter .................. . 
For 12-ineh meter ............... . 

QJ!Mtity Rates. ! 
First 400,000 cu.f~ .. , per 100 cu .. ft. 

,Over 400,000 cu .. ft .. , per 100 cu.ft .. 
II 
• SCHEDULE BH-~· 0;" 

Rates = / 
For each inch of diameter of private 
fire protect.'ion service •• ' _ .............. ". " .• ' •. " 

I 

II 
I 

/ 

(END OF APPENDIX D-BH) 

Effective 
1991 

$ 0 .. 50 
0.85 
1.20 
1 .. 60 
2.20 
,4.00 
6.00 
9.00 

13 .. 00 
17 .. 00 
20.00 

$ 0 .. 00 
0.00 

$ O .. OS 
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A.88-09-040 

APPENDIX E-BH 
Page 1 

~LIFOBNIA AMERICAN HATER C~~ 

aALQHIN HILLS PISTRkct' ~ 
ADOPTEP Ol1JWTImS / 

PUrchased Power 

Boosters: 
S.,C .. E .. Effective 7-88' 

PA-1 (15,7. So H.,P.) 
PA-2 ( 74 KW) 
Power cons'WIlption (KWH) 
Power Cost 

Wells: 

LADWP' Effective 4-84 
Power Consumption 
City Utility ~ax 
Pow~r Cost 
Total Power Cost 

Purchased Water Expense 
Central Basin MWO I 

Total Production ~) 
$ per A:F (7-788) 

Cost ... 

PUl'np Tax: 
Central & West Basin. ... 

Acre-Feet! 
$ per i.F (7-S8) 

Cost . I 
Watermaster cost 

I 
Total Purch.. Water Cost 

/ 
l 

----~ .. ,. 

(Continued) 

;-! 

261,.936 
130J67,2 
392,606-
$39',150 

l,.605-,340 
12 .. 5% 

$146,750 
$l85-,900 

1,925.2 
231.0 

$444,721 

2,06-7.0 
71 .. 0 

$146-,. 75-7 
$1,32'0 

$592,798' 

262,755 
UO,9.3'4 
393,689 
$39,245 

1,605,340 
l2.5% 

$14&,750 
$185,995 

l,934 .. 2 
231 .. 0 

$446,800 

2,067 .. 0 
7l.0 

$146,757 
$1,320 

$594~S77 
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A.88-09-o40 

APPENOtx E-BH 
Page 2 

CMJ:FOMA AMEBICBH Wl4m o:J:2PANY 
BAU:WIN lJIHTa prsTRIq;: 

NpP1"Ep qJANI'XT I f:S 

Nt.1MBER. OF SERVICES - MEIER SIZE 

5/S X 3/4 
'3/4 

1 
1-1/2 

2" 
3 
4 

Total 

Mt:l'EREO WA1'ER SAlES 
RMge cc: 

0-4,000 
OVetr 4,000 
Total 

Nl'IMBER. OF SER'JICES 

I' 
i' 

/ 
/ 

~,Iot serviecs 
f 
.~ ~ 

Residential /5,458 
Bus:iJ'less Nom. Usel:'S;1 608 
Bus:!ness- I.Arge Usel:'S 4 
In:l1.1strial. / 2 
PUb .. A1.tt:h .. Nor .. Users 20 
Pub .. Atlth.. I.q .. Users 1 
other / 4 

SlJDt::.otal 6,097 
Pvte ... F.i:re Pl:etee.. 28 

~/ 
~k(7.0%) 

6,125 

5,462 
617 

4 
2 

20 
1 
4 

6,110 
29 

6,.139 

~/ 
4,09G/ 

IJ 
1,835· 

63 
47 

1 
1 

6,.093 

1,573,400 
51,900 

1,225.3 
232.9 

32'.0 
100.S 
12.9 
1.2 .. 2' 
1.5· 

1,617.3 

1,617 .. 3 

121 .. 7 

885 .. 2' 
85'3.8 

1,226 .. 2 
236.5 
32.0 

100.S 
12.9 
12 .. 2 
1.5-

1,621.8 

1,.621.8 

122 .. 0 

4,105· 
o 

1,889 
63' 
47 
1 
1 

6,106· 

1,.577,900 
51,900 

Avq .. -osar;e 
cet/yr 

l2a2 

224 .. 5 
.396 .. 2 

8,000.0 
50,256.0 

644.5-
12,200 .. 0 

224.5 
. 396.2 

8,000.0 
50,256 .. 0 

644 .. S 
12,200 .. 0 
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A.S8-09-040 

APPENDIX E-BH 
Page 3 

CALIFORNIA AMERICAN WATER COMPANY 

PUrehased Power 
Purehased water 
Purehased Chem~ 
Payroll (O&M+A&G) 
O&M Other 
Elnp·. Pens-ion & Ben. 
A & G Other 
Payroll Tax 
Ad. Vol .. Tax 

Federal Tax Rate 
State r.t'ax Rate 
Uneolleetible Rate 
Franehise 

BALOHIN HILLS 'PISTRICT 

ADOPTEP EXPENSE~ 

$l8 .9 
5 2~8 

l .. 1 
434 .. 0 
l85-.l 
84.8 .. 

ll3 ... 5-
38.1 
37.4 

34 ... 0% 
9 ... 3% 
0.306% 
0.0% 

(END OF APPENDIX E-'BH) 

1990 
Mo.pted 

Dollars.) 

$l86· .. 1 
594 ... 9 

1 •. 1 
453.1 

• 195. ... S 
89.1 

117 .. 7 
39.7 
39.4 

34 .. 0% 
9.3% 
0.306% 
0 ... 0% 
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• 
APPENODC F-mi 

W4f9BtW\ NmCAN WATER o:rt1PW 

B1@9IN mus' ~ 
~ PRESENT' ~ 'MYJEfW Fm'E? 

toR A 5/8 X :3,4 INgr Mg1'ER 

~ 

Usage Present Adcpted Pel:cent 
~ .F.ates _Rates ~ 

0 $ 5.20 $ 5.75- $ O.S5- 10.58 
:3 7.43 9.37 1.94 2&.12· 
5 10~03 11 .. 79 1.76- 17.50 
8 13.93 15.41 1 .. 48 10 .. 61 

10 16.53 17.82 1.29 7 .. 82" 
15 23 .. 03 23 .. S6 0.83 3.60 
18.36 AV9. 27.39 27 .. 9 0 .. 52 1..89 
20 29 .. 52 29 .. 89 0.27 1 ... 24 
40 55 .. 52 Jt03 (1.49) -2 .. 68-

100 133 .. 50 .45- (7.0S) -5.28 

• l22.Q 

0 $ 5.75 6.35" $0 .. 60 10.43 
3 9 .. 37 9.97 0.60 6.40 
5 U.79 12 .. 39 0 .. 60 5.09 
8 15.41 16.01 0 .. 60 :3.89 

10 17.82', 18.42 0.60 3.37 
15 23 .. 86 24.46 0 .. 60 2-52 
18.36 Avq. 27.91 28,.51 0.60 2.15 
20 29.89 30 .. 49 0.60 2 .. 01 
40 54.0 54.63 0.60 1.11 

100 12&.4.5 127.05· 0.60 0.47 

1m 

0 $ 6 .. 35- $ & .. 85- $0 .. 50 7 .. 87 
:3 9.97 10 .. 47 0.50 5.01 
5 12 .. 39 12.S9 0 .. 50 4.04 
8 16.01 15,.51 0.50 3.'-2 

10 18.42 19 .. 92 0.50 2 .. 71 
l5 24' .. 46 24 .. 9& 0 .. 50 2 .. 04 
18.36 .. 28 • .51 29.01 0.50 1.7S 
20 30 .. 49 30.99 0.50 1.64 
40 54.63 55,.13 O.SO 0 .. 92 

100 127 .. 05- 127 .. 55' 0 .. 50 0 .. 39 

(END OF APPENDIX F-BH) :'. 
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proposed rates are not in accord with this decision, and the 
Commission may then modify the increase~ The effective e of the 
revised schedules shall be no earlier than January 1, 1.9.9l., or 40 
days after filinq, whichever is later. The revise~ sotiedules shall 

/ 
apply only to service rendered on an~ after their e~ective date. 

This order is effective today.. / . 

Oated , at 7'otru:1SCO' C41itornia • 

/ 

- 40 -


