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BEFORE THE PUBLIC' UTILITIES COMMISSION OF THE STATE OF ~~~~~w~~ 
In the Matter of the Applicationot' ) 
San Gabriel valle~ Water Company ('O'-337-W» 
for authority t~1ncrease rates ) 
charged for water service in its ) 

Application 89-01-004 .. 
(Filed January 4, 1989) 

Los Angeles county Division. ) 

--------------------------------) 
Hichael Whitehead, Attorney at Law, 

for San Gabriel Valley Water 
Company, applicant ... 

Lawrence O. Garca,. Attorney at Law, 
and Mehdi Ea¢pour" for'the .Commission 
Advisory, and compliance Division, Water 
Utilities Branc:h_, " , 

o P'IN xU 

Ma~:cd 

. .'"' ... , 

By this op1n10n we authorize rates of return on San 
Gabriel Valley Water Company's (San Gabriel) Los Angeles County 
Division (LA Division) rate base tor 1990,. 1991, and 1992 ot· 
10~,97%, 11.01%, and 11.07%,. respectively. The related return on 
common equity is 11.90%, 12'.00%, and .12,.10% tor 1990:, 199~,· and 
1992, respectively .. The revenuerequirements·authorizedby. this 
opinion are: 

Axnount of ~ercentage 
~ Increase Increase 

1990 $2 ,7'63 ,90,0 19.59% 
1991 795,00~ .5.,63. 
1992 744,500· 4 .. 21. 

' . 

Background 

On January 4" 1989 ,San Gabriel tiled. an application to 
increase the rates it charges for water service in .~ts: Los Angeles 
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county Division. San Gabriel's last general rate proceeding was 
. filed in February 1983 and a decision was issued in October';~83. 

San Gabriel's stock i$ wholly-owned ~y utility Investment 
Company. The capital stock of San Gabriel and utility Investment 
Company.are not listed on a national securitiesexebange~ 

San Gabriel, a California corporation,. is engaged in the 
. business of producing, distributing, and selling. water through two, 
se~arate divisions., the Fontana Water company and. the Los Angeles 
County Division (LA Division). The Fontana water. Compan~t 
distributes and sells water in San Bernardino County to
approximately 2$,000 customers.. The LA. Division produces, 
distributes, and sells water in Los Angeles county to· approx~tely 
4.3,300 active services including private fire serv-ice. 
Nature of Rate Relief Requested 

San Gabriel requests approval to, increase its LA Division 
rates for the years 1989 through 1992. It ,requests approval of 
rates, which would produce a constant 14.00% return on ,common equity 
in each of the four years. The return on common equity last found 
reasonable for the LA Division was 14 • .50% in 1983 • . 

According to, San Gabriel, the rate increase is necessary 
because of a combination ot', circumstances, particularly the eft'ect 
ot' suJ:)stantial increases. in maj,or ' expense items tor which rate 
relief cannot ):)e obtained through the water utilities offset 
procedures,' increases in rate base and plant investment,. and 
increases in costs, 'of long,-term' d~t~. 

San Gabriel's proposed" revenue increases. are. summarized 
as 'follows: 

~" 

1989' 

1990 

1991 

1992' 

Amount· 

$2,,976,500 , 
, . 

77'6,500., 

'74'S'~ioo . 
539',600' 

Percent " 
20·.~ 

4.4~ 

4 .. 1 

2.8:' 
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informal Meeting· 
As part of its. investigation, the commission Advisory and 

Compliance Division Water Utilities Branch (CACD) conducted an 
informal public meeting in South El'Monte on Fel:Iruary 150, .1989. 

Nine customers attended the meetinq.. In response to a customer's 
inquiry of pollution problems, a .San Gabr:i..el represen~tive stated 
that, San GaJ:>riel has no., serious water pollution, problems .. 
EYidentia~BeOring 

Evidentiary hearinqs were held in Los. Angeles before 
Administrative Law Judge (AIJ) Galvin on May 8, 9,. and' 10, 1989. 

Testimony on J:>ehalf of San Gabriel was. presented by its 
Chairman of the Board,. Robert Nicholson, Jr., its Vice President 
and Secretary, Raymond E.. Heytens., its Vice President-Enqineerin9',. 
Frank A. LoGuidice ,. its Vice President and Treasurer', J. Donald 
Taylor, and its Vice President of Operations" Geral,d J •. Black .. 

CACO's testimony was presented l:>y Pro:rect Manager Mehdi 
Radpour, Regulatory Analyst l'I Peter O"Donnell,. Utilities Enqineer 
Mohsen Kazemzadeh" and by the Division of Ratepayer Advocates (DRA) 
Requlatory Program Specialist I·,. carol Siegal. 

In addition, '1 item and 12' exhibit$ were received into 
evidence durinq the hearing.. . An. a4ditional exh.i))it" Exhibit· 13", 

identified durinq the hearing as a San Gabriel and CACD joint 
comparison exhibit was received, into·, evidence on. May 30, 1989, 

Appendix F. This application· was submitted upon the tilinq of 
concUrrent briefs on June 5-, 1989. 

Results of Operations 
San Gabriel's application,requests that it be authorized 

increased rates for a 4 year period. It request, increased rates 
for .the remainder of 1989:,. test years 1990 anc1 1991, and attrition 
year "1992.. Noticeot the four-year' rate request was qiven, to its, 
cuStomers. thrOU9h:·1:)1.2bli~ notices' anc1:.b1l1 ·insertA ... ' •. 

, ' 
, ' 
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Test Years 

Although ORA's rate of return witness testified to a 1989 

capital structure, CACD:,did· not present any results of operation or 
rate base estimates for 1989. CAe))'s reports were based on the two 
test years and one attrition year period,. .pursuant,to-the water 
utilities.. regulatory lag plan (RLP), .• 

San Ga'briel's, prior rate decision authorized rates for 
test years 198·3, and 1984,. and attrition year 1985,. consistent with 
the RLP'. If San Ga'briel followed the ru:.p- it would have filed a 
rate application in 1985- for test years 198:6-, 198.7', and attrition 
year 1988. However, 'because of reiatively sta"tJle expense,s and 
revenues experienced from its prior rate decision, and from timely 
offset rate relief, San Gabriel did not file another rate 

,. , 

application until now. Although water utility rate applications 
are set for a three-year cycle, there is no requirement that'a 
water utility must file every three years. 

Heytens testifieclthatearningsbegAn slipping in late 
198,' and that in 1988 SAn, Gabriel decided that it would- neecl to 

file for a general rate' increase. sanGabri~l recommends that if 
this decision is sig-ned prior to, January 1,. 1990" san Ga])riel 
should 'be all~~ed to, implement. 1990 ~uthorizedrates, immediately in 
19'89. 

All water utilities, including San Gabriel, were invited 
to c~mment on the RLP before the RLP was implemented in 1979. T.he 
purpose of the RLpwas to'remedy regulatory lag problems in the 
water utilities industry and to secure a just,. speedy, and 
inexpensive determination of water utility, rate proceedings. As 

adopted, the RLP applies to, all Class, A,water utility rate 
proceedings and new advice letter general rate increase requests 
tiled subsequent t~ April 1979. 

NOW, San G~riel proposes to change the' regulatory lag 
plan.. This is not the proper proceeding. to, request sucll a cllanga. 
If 'san Gabriel wants to"ehange the, pl~, it·· .houl~. participate, in 
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R.89-03-003, our rulemaking to consider revision of the water rate 
case plan. San Gabriel is well, aware of the ~ and is in control 
of when it files its rate applications. ,It is also aware that 
rates are authorized on a calendar year basis. Although San 
Gabriel was aware of its erosion of earnings in late 1987, it did 
not tender its request for rate relief until December 1988. 

Because this proceeding: strictly adhered to· the RLP tilue 
'Schedule ,. a decision will be issued ,prior to the start of, San 

. ' , 

Gabriel"s 199,0 test year. Had San Gabri'el filed, for rate. relief by 
'. 

April of 1988, it would have had rates in effect for a 1989 test 
year period. 

In brief, San Gabriel asserts that it has clearly 
demonstrated a need for rate relief prior to test year 1990. 
However, its own witness, Heytenstestified that be, could not 
recommend 1989 revenue,. expense,. or rate base estimates because 
there is insufficient information on the recor<1. We concur. 
Absent a showing of revenue" expense, and rate base estimates for 
1989 there can be no finding that San Gabriel's current rates are 
not reasonable for 1989. 

San Gabriel's request for rate relief prior to its test 
years should be denied, because san Gabriel did not demonstrate that 
its 1989 rates are unreasonable ,and because su~ relief is not in 
accordance with the RLP. 

Xnflation FActors 

Both San Gabriel's and CACD's labor and non-lalX>r 
inflation factors used to derive test year expense estimates are 
outdated. San Gabriel's January 1988 filing used factors developed 
in the last quarter of 1988:, and CACO's April 1989 report generally 
used factors developed in, February 1989. 

CACO's inflation factors frequen~ly relied,on.by the 
Commission are derived from· the Data Resources, Inc .. (DRI) 
Publication" 'Revie~ of tbe'O ... S .. EC,onomY'.' , The labor 1l1nation 
faetoris the consUlDerPr:tc~' Xn<1exto~ 'urban wage::ancr:clerieal, '. , . ' 

, ' . '.' ,:,'~-, . 
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Workers (CPI-W) •. The non-labor factor is derived from the weiqhted 
averaqe of ten producer price indices and CPI-W. 

CACD'sinflationfactorsare updated monthly. However, 
:because of the interval' l:etween .. the completion of CACD's work in 
March tor its April report and the May hearings, CACD was not able 
to use the most recent inflation factors for its test year 
estimates. At the hearing, CACD read, into the record·,. without 
revi~ing any test year estimates, inflation factors developed in 
May 1989. 

The following ta))ulation'c0D,lpares inflation,factors 
derived by San Gabriel with the factors, QeD used in ... its test year 
estimates, and CAC])" s: 'most rece~t 'intl~tion.'faetors.~ 

San Gabriel ' 
CACD 

• 1 • .' 

May 1989 Update 

·'x.§bor' 
~, " .. l22.l. 

5,.0%···. 

4 .• 4· 

4,.6· 

S.O%, 
4.6 

4 .. 8' 

. Non-Labor 
. 12.2.2; : l22l. 

4.0% 

4.8' 

5.2 .• 

4,.0% 

,4.9 

5.3 

It is not uncommon for inflation factors to, change 
between the time San Gabriel and CACD prepare their expense 
estimates and the time the evidentiary hearing takes place. By 
definition, an estimate is an approximate,computation.of probable 
cost. Therefore" the use of the most recent inflation factors. will 
produce the most current estimate and will provide San Gabriel an 
opportunity to· recover reasonable operating expenses. 

In this proceeding,. the May 1989' non-labor inflation 
factors are hig-her. than the non-.labor inflation fa~ors' used by San 

Gabriel and CACD' to'- develop their respective' estimates •. Reqardless 
of.the direction that inflation may be heading'" the. Hay 1989 

, •• ....... • c ' " • ' 

inflation, .factors are the most recent ,inflation .factors 'in th.e 
. I 

record ,and: 'should' be.·.u8.ed .. ': 
" . 

. . 
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This is not the first proceeding, that we have used 
factors that are more current than, the factors used by utilities or 
,other parties of record. DRI interes~ rate factors are 
consistently updated at the time financial attrition evidentiary 
hearings are held· for gas and electric utilities,.. irrespective of 
whether the updated factors are higher or lower than the faetors 
used by parties to the proceedings~: 

There are several i:mportantis5ues.. on which san Gabriel , 
and CACO differ, as addressed in the remainder of'this:opinion. 
These principal issues ,are: 

a.. Transportation Expenses. 

b. Employee Benefits" Lunchrooln Supplies •. 

e. t.egal' Fees. 

d. Tax Effect of Unbilled Revenues. 
'e " 

e. Interest Expense Oeduetible for Incolne 'l'ax 
Purposes·.. . 

f. Plant in Service. 

9· Working Cash. 

h. MinilllUln Bank Balance ... 

i. Capital Structure and-Return on Common 
Equity. 

Tables 1 and" 2 ,. following: on the next two pages, show' the 
adopted results of., operations, at present rates,' and at· authorized 
rates tor test years 1990 and 1991,.' respectively., ' 

.. ,',' 

- , ".-' ' 
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'l'ABLE 1 

San Gabriel Valley-Water Company 
Los Angeles county Divi~ion 

Adopted, Results, of' Operations, 

"Present' Rate!t 

Test Yeor 

operating Revenues 

Qperatinq Expenses 
Purchased Water & Assess., 
Purchased" Power 
Payroll 
Materials and-Supplies 
Other Operation & Maint. 
Employees Pensions & Ben,_ 
Admin ~ &, ,General 

, General Office-Prorate 
Minimum Bank Balance 

, Subtotal 

Depreciation Expense 
Taxe~ Other Than Income 
Local' Franchise'~ax 
State Corp,': Franch'ise Tax 
Federal,'Income Tax 

Total DedUctions 

Net Operating Revenues' 

Rate 'BAse 

Rate, of Return 

, ' 

- 8 ~' 

~' 'W.l. 
(Dollars' in "Thousands) , 

$14,10&~8 $14,184.3 

3-,890~,7' 3,921 .. 0, 
2,'34.1.6 2,348.4, 
1,892.3 1,,983.2' 

190,~S: 202 .. 3 
,564.6- 595.5· 
634.4 663,.0' 
184 .. 1 189 .. 1':, ' 

1,566.8 1,665-.. 1 
~~'IQ ~~.Q 

$11,,309'.3, $11,.611.6-

840.5" 96$.7 
542.0 577.4 
115-.9 115,.9 

0.2 0;'2 
, ~2.'::L ' 'Q 

$12,86-7.,0' $13,270',.8-: 

'1 ,,241~8~, 913'.:5, 

26·,398: .. ~ 28,'463,.7" 

4' .. 7,0% '3,.21t' 

, -,-
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TABLE 2 

San Gabriel'Valley Water Company 
Los Anqeles·County'Divis1on 

Adop~ed Results 'of Operatlons 

Authorized'Rotes' 

't@st Year 

Operating Revenues 

Operoting Expense§:. 
Operation' & Maintenance 
Administrative & General 
General Office-Prorate 

SUbtotal 

Depreciation Expenses 
Taxes Other Than Income 
Local Franchise· Tax 
State Corp~ Franchise Tax 
Federal Income Tax 

Total Operat.:LngExpenses 

Net Operating . Revenues' , 

Rate Base 

Rate of Return 

OpeBtina Reyenues 

~ ... w..l 
(Dollars .in Thousands) 

$16,8.72'.7 

8,~910'.8 
836 .. 7 

1, 566.§, 
$11,314,.3 

840.5-
542' .. 0 
13:7';"9 
230· .. 8' 
911'.3 

$13:,,976-.8' 

2,89.$.8· 

26,;.398: .. 4. 

10.,97-% 

$17,.667.,7 

9,081.7 
871.2-

1.641. 0 
$11,593· .. 9 

965-.7 
577'';'4 
144'.4 
Z54.8-· 
997.,. 

$1.4,S33-~9" 

3,133~8', 

28·,,463.7 ' 

11.01% 

CACD's operating revenue estimate is $45.5-,.600 lowe~ than 
San Gabriel's $-14~564,.400 estimate for'test year 1990 and. $457,800 

lower than San Gabriel's $14,642,100 estimate tor test year 1991, 
at present rates. 

CACD and. San Gabriel used· the "Hoclitied' Bean HethodW to . . 
o~tain a weather-normalized estimate ot consumption in the 1987 

recorded year by analyz~ng various time spans.. 1'lle Modified' Bean. 

Methocl is a regres.ion. analya.:L.: tbatuaea,.time,. precipitation. and.. 
temperature as. independent variabl •• · to- predict' normalize4,: . /.. .' . 

, I h~, " I'", " 

~' I, 
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, . . 

consumption. This normalized estimate' 'is then used as the estimate 
tor the two test years. 

There are no areas of dispute between CAeD and San 
Gabriel regarding the number ot services or', average consumption per 

, . . 1 . 

service. Therefore, we will adopt .the following: numJ)er of services 
", 0'. I , . 

and average consUlOption' estimAte&.: for test Years·199.0:,:and199'l:' , 

A;£uaqe Nllmber otServi,es 
Residential 
Commercial 
Ind.ustrial 

. , 

PUblic 'Authorities 
Irrigation·Sales 
Private Fire Protection 

Total Average Number of Services 

w..o. 
42,,429, 

502' 
162' 

" , 353 

33 

:Z22 
44,179 

' l22.1 
42',711 

504-, 

166 

358~: 

33 

:Z2':I, 
44',493 

Average Con§urnPtiPD Per Service/CCF'per'year 
Residential, 273.4 278:.4 

4,982-.0 
16,.868.0 

858.0" 

Commercial' 
Indus~rial -Large 
Industrial' - Small 

" Public Authority - Large 
Public Authority - Small 

4~982·.O 
'. .: .'." 

1&, 868:~:O' . 
858, •. 0' 

. 10,314.0- 10,314.;0' 

420 .. 0 420 .. 0' 

The only d.ifference in present revenue estimates between 
CACO and San Gabriel is due to-San Gabriel's inclusion of.a $0.026 
per CCF surcharqe derived from anundereollection in'a balancing: 
account scheduled to, end'April 13, 1989. As. shown in the 
comparison eXhibit, San Gabriel concurs with CACI) that the 
surcharge should not be included:in, test year revenue estimates.. 
We will, ~dopt CAcO". revenue eatimates' for, teat.' year 199'0. and 1991. 

'" 

.-,10--
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Operation i MAintenance Expenses 
The followinq tabulationsho~s the major operation and 

maintenance expense components and compares the ditterence in 
'.' " . , 

estimates between,' CAeD and San Gabriel tor test' year 1990 at 
present rates: 

San Gabriel 
EX'II~i ~A~ 

~' SAn ~A~x:1~1 Amount ' EI~~nt (Dollars, in Thousands) 

PUrchased Water 
& Assessments $3,890.7 $3 .. 890.7 $ 0 0.0% 

PUrchased:, Power 2',345-.2" 2,206:.1' -139.1 -5.9' 
Payroll, 1,86:3.4, 1,902'.9 39.5-' 2;1, 
Materials & 

. '.' .. ' .-

Supp'lies 189".0 19'&':'9 7.,9' 4.2-
Transportation' 281;7 342'~6: 60.9' 21 .. 6 
other O~ration 

2-76.9 ' 295;6 ' 18.7 ~ '& Mal.ntenance 

Total Operation' 
& Maintenance 8,846.9 8,834.8 -12~1 -0.1 

Major operation and ,maintenance expense ditterences 
between CACD ana San Gabriel are due to· differences in labor and 
non-labor,intlation tactors and ditterencesin methodoloqy as 
applied by CAeD and San Gabriel. ,Because the May 1 ... 1989 labor and 
non-labor intlation tactors are beinqadopted in this opinion, 
there is no turther need, to-address d.itferences caused trom 
inflation. The remaining method.olO9Y d'ifterenc:es.. in the Purchased 
Power, Transportation and Other operation & Maintenance Expense 
estimates are addressed below. 

PurchAsed. Poyer' 

The $139',100 difference in the purchased power estimate 
resul ts trom CAeD usinq more recent 9as and electric 'tariffs. CACD 
used tariffs with a 1989 etfective date and· San Gabriel used 
tariff. with a 1988: ette~ivedate .. " Subsequently, CACDreduc:ed' its, 
purchased power', estimat •• :"~bY':$3 ... 600 ·to-correct',~ calculation . error,> 

'. . ~, . .' , . 
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as shown in the comparati ve ~xhi'Di t. San Gebriel ,concurs with 
CACO's revised estimates. CACO's revised purchased power estimate 
of $2,341,600 and $2',348,400 for 'test 'years 1990 and 199'1", 

respectively, should" 'De aClopted ):)ecause it ' refle.c:ts the current 
costs of 9as and electricityw 

%rons.p9rtAti OD ' 
By the joint comparison eXhi'Dit,. CACOincreased its 

transportation expense estimate from· $28-1,700 to- $288,200 to· 
reflect the correction of a calculation error'and to, allow the 
recovery of transportation costs ineurred'Dy' employees usin9" 
utility vehicles to- commute 'Detween work and home.... This adjustment 
red.uces· the difference 'Detween CACD's· ,'Md San Gabriel's- . . , " 

transportation expense estimate 'from $60,900 to' $52,.400. 

The remaining', d.ifference in transPortation, exPenses 
result frol!1 CACD's executive commute expense adjustment and 
differences in the useo! inflation faetorspreviously aCldressed. 
Executive COllUnute expense of $20,100 is, classifiecl'Dy CACO's 
I<azemzadeh as the estimated cost incurred'Dy executives who,use 
utility vehicles to' commute 'Detweenhome and work. No adjustment 
is proposed for executives' or employees who- use a utility vehicle 
to commute if they are required to, respondtoemerqeney calls.. 

San Gabriel's Taylor disaqrees with CACO's proposed 
executive commute expense adjustment. Based on the analysis of 
various executive compensation surveys,. Taylor concludes. that 
vehicles are routinely provided to" executives as part 01: their 
overall compensation. package... According to Taylor, 'the use of a 
company vehicle is' a major consideration ,of executives' in decidinq 
whether to work for a, company, and that absent this benefit, 
executives will expect additional compensation. Further,. San 

Gabriel asserts that these expenses should.))e allowed. })ec:ause of a 
lonqataridinq Commission pract1ee·allo";inq'.~eh·expense .... 

, " 
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. 
Although San Gabriel believes that there is a 

longstanding practice allowing these expenses,., it offered no 
support for its statement .. The prior rate proceeding decision'is 
silent on this issue.. Such silence cannot be construed as an 

I I' • 

au~omatic acceptance of the practice or cost,. especially in .. the 
ADsence ~tany indicationthat~the issue was· tul.ly J:itigateCl in a 
prior proceeding. ,Even if an issue was previously addressed in' a 
proceeding" changing times and 'conditions do-, oceur and may require 
a,newanalysis. 

San Gabriel's remainingarqument that executives expect 
the use ot a vehicle tor commute purposes' as. a'condition of 

, " 

employment is not persuasive. Although no salary-figures or 
documentation were provided" it is difficult to believe that an 
executive will turn Clown a job because there is no vehicle 
available for commuting between home and· work, particularly with 
the'compensation San Gabriel provides. to- its executives: ... : San . 

Gabriel's. 1987 General Order 77-J tiling-shows that six executives 
, I 

receiyed salaries in the $61,.000 to, $116-,000 range. Comp'!ral:>le 
fi91lres for 1988 have not yet been filed. 

I 

Commuting between home and- work is not a utility' 
function. Therefore, ratepayers should not be required to 
compensate San GADriel for such cost, unless ,a' person-is required 
to- respond to emergency calls. CACD's transportation expense 
estimates, adjusted to reflect the May 1, 1989 labor and non-labor 
inflation factors should be adopted. 

other Operation i Maintenance " 
Other than differences from the use of inflation factors 

discussed above, there is. a difference in methodology between san 
GADriel and CACO in two· categories of Other Operation" Maintenance 
Expense. These two categories are other expense and miscellaneous 
expense. The following' tabulation compares CAcn"S 1990 test, -year 
e.t~te with San'Ga.briel'. e.timate·,~by cateqory ~ 

" ,', 

.. 

- 13 -
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Other Expense 
Miscellaneous Exp. 

Total 

$ 

~-

88·,,600 
1;222 

90,300-

". 

San Gabriel 
Exceeds 

San' Gabriel CACO 

$ 86·,800 $'(1,800) 
la.Q22 :l.§.;tQQ 

104,,800'1 14,500 

San Gabriel used 4itterent base years to develop its 
estimate, whereas CACD utilized· one consist,ent method... san 
Gabriel's other expense estimate is based on its- ~987 recorded cost 
adjusted for inflation and its miscellaneous expense estimate ,is 
~ased on an ~stimated 1988: cost ac1j'ustecl for inflation .. ' CACD's. .. 
estimate is based on.San Gabriel's. 1986- throuqh" 1988,recorded, 
expensesaveraqed on a per customer basis· and'adjusted tor 
inflation. 

San Gabriel used the most recent· cost,. or in the ease ot 
miscellaneous expense uses a $80,600 projected cost which is. hiqher 
than the $71,200 most recent recorded cost., Tbe application ot 
these base amounts to inflation factors incorrectly assumes that 
these costs will continue t~ rise. According t~ san Gabriel's 
Exhibit ~, other expenses actually' 4ecreasedfrom $84,.600 in~1986 
to $71,.200 in 1987, and miscellaneous expense trom $14,300 in 1986 
to a minus $8,300 in 1987.. San Gabriel did not provide a reason 
why this trend is changing_ 

'CACD's method normalizes fluctuations within each account 
over a period of time and results in a reasonable level of expense 
tor tuture periods. Therefore, CACD's other operation and, 
maintenance expense estimates, ad.justed.to- reflect the May 1, 1989 
labor and non-labor inflationtactors should be adopted. 
Mplini&j;rative fr· <;enea1 I¥Pe!u!mt , 

Th~ following tabulation shows the maj'or administrative 
andqeneral expense, comPonents,' and compare&:tbe difference ':Ln 

", ',." , '. . , 
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the CACD and San Gabriel estimates for test y~ar 1990 at 'present 
rates:. 

~ SAn Gabr1,1 
(Dollars in Thousands) 

Payroll $ 18:.1 $ 27.9' 
Rents, 1'1.:7 13:.9 
Property, Insurance 19.,6 21~6 

Inj,1.1ry &' Damages 281 .. 9 ' 279'.3 
Employees Pensions ' -

626...:8 662 .. 4 .. 
Franchise Tax: 115. .. 3 119.4' 
Miscellaneous 1 .. 5. 176.5 
Admin. Expense: Transferred -145.9' -181~8 

General Office 1,,55-2 .. 7 1,592.1 
Other Com~nents 12'.4 :1.2".1' ' 

Total' Admin .. " Gen. 2,493'.9 2,723.4 

EDmloxe~ Pens;L2Dfi 

San Gabriel 
Exceeds 

'Amount Percent 

9'.8' 54.,1% 
2'.2' 18~8 

2'.0: 10.2 

-2"~6 -0 .. 9 

35-.6 5 .. 7 

4.1 ' 3.6, 
17$.0 100.0+ 

-3S~9 24 .. 6 
39'.4 2.5- ' 

-g".':J.f g.2 1 
• 

229-.. 5- 9.2-

Differences in employee pensions estimates result from 
CACO excluding SanGabrie~'s lunch room supplies and employee 
awards cost,. and differences in,theuM of inflation rates 
previously addressed:. 

CACD excludes $10,.145 of costs. representing lunches, 
lunchroom supplies" and awards from its estimate of expenses in the 
employee pension cate90ry~cause CACD believes that the employees' 
salary is adequate compensation. It does not believe that' 
ratep~yers should be required to pay for employee lunches,. 
lunchroom supplies, or awards. However" it does not object to' such 
costs if they are ))orne by San Gabriel's atocJcbolders. 

Heytens clarified that thelunebroa;m,auppliea consist of 
cottee, suqar,. cream,. and cups.. NO'JD.al.~ other than an annual 
awards ·cSinner or lunch are. provided· to, employees: ,At thia annual' 

, . 
15.-.: . 
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award~ meal employees with outstandinq service and work performance 
are rec09llized with a small' award, such as a pin or money clip" 
which ~ears the utility's loq~. 

On brief, San Gabriel argues that the provision of 
lunchroom supplies to its employees eliminates. the need for 
employees to leave. the workplace at lunch time and promote$ 
efficiency. As to, the award$, San Gabriel believes that employees 
should be recoqnized for outstanding service and that sucn 
recognition awards toster employee pride and morale. We concur. 
Absent nominal recoqnition awards and incidental lunchroom 
supplies, employees.' morale may be adversely affected and result in 
higher operating cost to the ratepayer .. through increased, employee 
turn-over rates and, substandard service. CACD"s employees 
lunchroom· supplies and awards adjustment should ,not be adopted .. 

Kiscfll1aneous 
Miscellaneous, expense consis'ts ot legal costs. CACD's 

miscellaneous expense estimate is $175,000' lower than San,.Ga):)riel's 
test year 1990 estimate. CACD's test year 1991 estimate is 
$195,000 lower than San Gabriel's. These differences. result from 
CACD excluding legal fees, litigation costs, expert witness.' fees, 
and· court cost tor utility anticipate4 lawsuits against polluters 
of SAn Gabriel's groun4water supply in the San' Gabriel Valley' 
Basin. 

San Gabriel's Witness, Black, offered testimony on the 
extent ot water pollutants an40n 'the clean-up'process in the 

basin. Aeeor(Ung to· Black, pollutants' were discovered in basin 
well water in 1980. SAn Gabriel has re4uced the nWllber of its 
operating wells in the valley trom'2'6- in 1980 to. 19- in 1989 beCAuse 
of , a high presence ot volatile organic contaminants (VOC) in'the 
well water. Water from wells that had A low presence of VOC was' 
either blende4 with un~ontaminated water or processGd, through an 
aeration system. currently" san Gabriel has. ,23 active well. in the 
basin;. , '%'he increase' in, act'!ve wella',from: 19 to 23',1. the reaul t 

- 16,-
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of san Gabriel drillinq four new wells at a 9'r~ter,depth than 
previously drilled., 

Effective January 1~ 1989, new water quality and drinkinq 
water standards were implemented by the State Department ot Health 
Services. These new requlationsrevised,the,water quality and 
drinking water standards'and; classitied all wells- in the basin as 
susceptible to, pollutants. Black represents that the pollutants 

" , 

move in plumes with the natural tlowof water from the northeast to 
southwestern direction which will eventually pollute: other wellS-a 

Black testified that the Reqional Quality'Control Board 
, I 

(RQCB) condUcts on-site investiqations to, identify' polluters~ Once 
polluters are identified,.,RQCB may require such polluters to: clean 
up the on-site pollutants-. san Gabriel believes that in certain 

" 

eases, these polluters are responsible for lonq-term groundwater 
pollution that has traveled beyond the confines. -of the identified 
property. San Gabriel proposes, to, sue the entities identified as-

" ,', . 
polluters to· force a clean-up· of the qroundwater pollutants-•. 

Althouqh'theupper San Gabriel Municipal Water District, 
the'San Gabriel Municipal 'Valley Water District,., watermaster, and 
the upper San Gabriel Valley Water ASsociation have agreed to 
participate' in a concerted effort with federal" state, ~d.loeal 
aqencies to prevent additional pollutants and the spread'of the 
plumes., no decision has- been made on what is. to be done~ 

San Gabriel believes that the polluters are responsible 
for the spreadinq of the pollutants'andproposes to sue the 
identified polluters to cleanup the groundwater pollutants .. 

CACD removed anticipated lawsuit costs from its estimates 
because it believes: (1) litiqation should be coordinated with 
federal and state aqencies involved- in administerinq-qroundwater 
con~ination laws and requlations:,. (2') ratepayers should· not carry 
the 801e burden of the lengthy., 1:i:tiqation, and e3l ,there is no· 
assurance that san Gabriel will actually- 'ineurauCh.' eosts .. 

, ' ' 

- 17 -
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However, during the evidentiary hearing CACD agreed with 
San Gabriel that groundwater pollutant,lawsuit costs should be 
recovered when ana if su~ costs are actual incurred. Any recovery 
of damages through such litigation sbould:):)e used to· reduce the 

CACO changed its recommendation, because it cost of the litigation .. , 
, . ' 

believes that San Gabriel's eviClence explained the extent of water 
pollutants, demonstrated 'that polluters are.being identified by a 
governmental agency, and that liability can be established .. , 

Both CACO and San Gabriel, recommend, that the utility be 
allowed to- seek recovery of litigation costs associated with 
groundwater pollutants through advice letter filings .. 

There is no ,dispute that, groUndwater pollution exists in 
the basin. Pollutants. in the ))asin have' been an issue in other 
water utilities' rate proceedings~ such as in california-American 
Water Company's 19S5-rate proceeding (O,-:S6-0~-Oll) .. 

RQCB is taking the lead in identifying basin ,polluters 
and requ.iring such polluters to' clean up: onsite pollutants • 
However, of all the federal Agencies, state Agencies, l~l 

- agencies, water districts, water utilities~ and water associations, 
only San Gabriel proposes to' seek recovery ,of, costs' associated with 
remedying the effects of such pollution in'its basin water supply, 
San Gabriel's major source of water~ 

We share San Gabriel's concern for providing its 
customers pollutant free water;- however, there are deficiencies in 
San Gabriel's and CACD's aqreement,to allow San Gabriel to recover 
its litigation costs through advice letter filings. Such a 
procedure gives San Gabriel blanket approval to recover all 
litigAtion costs solely from its ratepayers without presentinq any 
showing on: (1) the impact on its ratepayers and its stockholders, 
(2) projected long-term litiqation, costs,., (.3)' the cost to clean up 
pollu:tants~ (4) expected judqments., and"s) the ability to colleCt 
j:udgments from such polluters .. , 

- 13-
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This is a regional problem, which is shared and being' 
ac1dressed by all water districts" ,water utilities and wat,er 
associations in the basin. We do, not ,'Want to· duplieateactivities, 
especially if San Gabriel, as a member of these various'districts 

, ' 

and' organizations" is required to· provide financial support to, 
these, other agencies fo:;: similar clean up. activities." 

We will not authorize San Gabriel to seek recovery of 
pollution litig'ation costs through the advice letter filing 
procec1ure_ However, San Gabriel may accumulate such litigation 
costs in a memorandum account during its test years and: ,attrition 
year .I'f the melZlorandwn account is used, San Gabriel shall file as 
part of its. next general rate proceeding, workpapers that,' show' that 
San Gabriel conducted a cost benefit analysis prior to, embarking on 
grounc1water litigation"and benefits derivec1 by its ratepayers and 
its stockholders trom incurring such costs. San, Gabriel should 
also provide a proposal to seek recovery of reasonable litigation 
costs from its ratepayers and from ;f. ts stockholdEn:·s.~ , . 

San Gabriel and CACO also· disagree on the level of normal 
outside legal expenses for test years 1990 and,1991 .. CACO 

subtracted San Gabriel's expected· pollution litigat;ion costs from 
San Gabriel's total estimated expenses. , The'resultant $1,500' and 
$1,.,600 in test year 1990 and 1991, rQspect:tvely, represent normal 
legal expense estimates. 

CACO reviewed San Gabriel's normal leqal expenses. and 
believes that they are reasonable expenditures. Althouqh CACO had . , 

availa})le 1988 recorded data,. it discounted the 1988' $S5,700 
expense because it' represents e~nses incurred. in. a lawsuit·to,:be 
concluded in 1989. Actual legal expenses tor the years 1984 
through 198&, excluding water pollution costs, are comparable to 
San Gabriel's test year estimates. 

San Gabrielarquea in its brief that normal legal 
. ' , 

expenses should be based, on 'a, three-year ,recorded, average, adjusted' 
tor' inflation. . Accordingly ;s.an'. Gabriel' requests' that " it be' 

, ' , " 

,,', 
, . 

" 
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allowed $21,400 in 1990 ancS $22,500 in 1991 for normal le9al 
e~ense. 

We remind San Ga'Driel that it has the burden ot proof in 
a rate proceeding t~ demonstrate that its estimates- are reasonable. 
In its 'Drief, San Gabriel proposes ~or the ~irst time to increase 
its test year 1990 and 199-1. test year estimates))y $1.9,900 and 

.' . 
$20,900, respectively without explaining why ~e additional 
expenses are necessary. San Gabriel's. .revised legal expense 
estimates were not providecS-. within ... the time period', all~wed under 
-ehewater utilities' regulatory la9·plan. and' were not justified on 
the record. 

CACO's legal expense estimates tor test years 1?90 and 
1991 are reasonable, and should 'De. adopted for the test years. 
Taxes other than Xncome 

Payroll tax is a component ot Taxes other than Income. 
Minor differences exist between San Gabriel and CACI> on their 
respective test year estimates tor payroll taxes. For example,. 
CACD'stest year .1990 estimate is $178,000, that is, $3,000 lower 
than San Gabriel's $181,000 estimate. '!'his differences results 
from CACO applying San Gabriel's tax. rates to' a lower payroll base. 

On examination'Dy the 1\LJ, San Gabriel testified that it 
applied a 7.$1% FICA (Federal Insurance contr~utions Act) tax rate 
to-the first $46,8:00 of each individual employee's ,annual wag-es in 
1989 .. However, the: statutory,tax rate is-7.51% of each employee's 
f:b:'st $48',000 of annual salary. . San, Gabriel. estimated tuture' FlCA 

tax rates . and base salary leVels as tollows·~ 

1990 
199:1' 

TaKRate 

. 7~65% 
7.75:;," ... 

.. . . 

-·20' -

Individual 
Salary sase 

$48·,.600 
_·SO '40'0" " , ' . 
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San Gabriel did not explain why the FICA tax rate or 
individual salary ~ase for test years 1990 and 1991 should be 

different than the statutory tax rate and individual salary base. 
Estimates for purchased power and state and federal 

income tax expenses' are based on esta~lishedtaritt and statutory 
rates without any'intlation etfect":San' Gabriel~s and CAct)~s FICA 
tax rates are inconsistentwitb the statutory tax rate and-should 
not be adopted·~ 

. Unless we know that the FICA statutory rate will change, 
San Gabriel's FICA tax expense should ~e based oneurrent statuto~ 
rates. We take official notiee ot Commerce Clearing House~s 1989· 

Federal Tax Guide which identifies the 1989 statutory FICA rate as 
7.51% ot the first $48,000' ot each employee's annUal wages. For 
test years 1990 and 199'1 the 7.51% is. increased :to· 7.65% and is 
applied. to the 1989 base salary ot $4'8.,:000. CACO"s and San 
Gabriel's FICA tax rates are inconsistent with the statutory FICA 
rates, and. should.: not be. adopted.~ We will adopt the statutory FICA 
rates identitiedabove tor test years 1990 and 1991 ... 
In$CQ,JDf! Tax QaleplatioD . 

Income tax estimates cUtter between CACD. and San Gabriel 
because of d.ifferences in estimated eXJ)enses, and differences in 
the. methodology used to calculate interest expense deductions and 
1987 wWilled revenue tax'deductions. 

In'!Ceregt Expense Des1Pcti on 
San Gabriel calculates its long-term debt interest 

deduction by multiplying San Gabriel's projected. weighted cost of 
debt by its average test year rate base,: less working cash. The 
resultant interest expense is reduced by the amount of interest 
required to· be capitalizeci pursuant to· the Tax Reform Act of 1986. 

CACD's methoCl is similar to- San, Gabriel's. However, CACD 
use~ a wei9hted, cost of debt derived from· an imputed capital 
stl:'llcture,. instead of the projected· weighted eost of debtder1ved 
from an actual .. projected capital, .IItructure.. ' CACO's methOd .. will . . .' ," . . ,.... . 

- 21 -
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produce a higher interest deduction for tax purposes than San 
Gabriel's because it is based on an imputed de'bt ratio-that is 
hig~er than the de'bt ratio that San Gabriel expects to· actually 
experience in the test years. 

San Gabriel asserts that its method should be used t~ 

calculate interest deductions 'because it will more accurately 
proj ect ,its income tax expense.. Al ~ou9h it may' do that, it will 
not produce an income tax expense consis,,:ent,with ratemaking plant 
additions, revenues and expenses, ~ich are 'based, on normalized, 
projections. FUrther, adoption of such a method may nullity , 
ratemaking aCljustments. and,clisallowances..Therefore, the interest 
deduction for tax calculation purposes should 'be based on the 
aCloptecl weighted cost of debt", which is addressed in a subsequent 
part of this opinion, and applied to the adopted rate base. 

Although CACD did' not reduce its interest deduction by 
the amount of interest need.ed to 'be capitalized pursuant to the Tax 

Reform Act of 1986, CACD concurs with. San Gabriel ,that such a 
procedure shoulcl be ad.opted· in this proceeding_ We concur. 

1981 'Onbi1led Revenue 
San Gabriel proposed. to include in its 1990 test year tax 

expense an additional $16,800 of state'ineome tax and an additional 
$61,300 ot tederaltax expense' to, compensate it for its 1990 tax 
impact ot 1987 unbilled revenues. 

At the evidentiary hearinq, the 'ALJ', concerned that this 
issue has been litiqatedin Order Instituting Investigation (OII) 
86-11-019', an investigation into- the tax, effects of the Tax Refo:cn 
Act of 1986" and in a California Wa.ter service Company and, San Jose 

Water Company January 28-, 1988 petition for modification of 
t>.88-01-061 (Phase I Decision in the 011) requested arguments on 
wbether this issue should· be address.d in this proeeed1nq~ 

San Gabriel asserted that it is providing' a- ahowing,to 
j,ustify recovery of its additional 1990 tax liability. incurred' from 

. '. . , " 

the Tax Reform 'Act of' 1986-~ It argued that.it is cOJIlI)lyirlq"with " 

- 22- -
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0.88-0l-061's Finding of Fact No,. 11 which provides utilities an 
opportunity to· make a showing for revenue requirement a4justments 
due to· the unl:>illed revenue. 

CACD argued that the proposed recovery of taxes 
associated with unbilled revenues is not just or reasonable. 

Upon consideration of the arguments,. the AI.J 4e~ied 
parties an opportunity ,to prov1detest12nony on the 1990 income tax 

effect of San Gabriel's 1987 unbilled revenues. Instead,,. parties 
were invited to· address theAI.J's ruling· in brief .. ' San Gabriel was 
also invited to seek a moditication' of the OII,'s, Phase I Decision, 
if it desired to pursue this issue further. 

Subsequently, 0 •. 89-05:'065 issued on May 2&, 1989 
addressed California Water Service company':s and San JOGe Water 
company's petition. In summary,. the decision, stated that the 
unbilled revenues phenomenon &tissue affects only the recoqnition 

. of revenues tor Internal Revenue Service purposes. For e:very cubic 
foot, of water projected to· be·taken,.in a: test year, the utilities 
will recover the associated costs, return' on equity,. and income 
taxes. 

We concur with the ALJ's ruling that the 198,7 unbilled' 
revenue tax impact was litigated in:the OIl anCl shou14 not be 
addressed in this rate application. San. Gabriel should.review our 
discussion in 0.89-05-065 prior to any further request for recovery 
ofaddi tional taxes incurred. from· 198·7unbilled revenues .. 
utility Plont in Service 

Differences between CACO"s 'and San Gabriel"sutility i 

plant in service' (plant) test.year~8timates'· :~. summarized as ~ , 
follows! :","".' 

Test Xear 

.1990' 
. 199'1 . 

~§AnGAbriel 
(Dollars, in ~ousands) 

$49,669 •. 0 $51,.708.4 
. 53-,1.80.1 . 56,..096-.. 7 . 

-, ". 

- '23 -, 

san Gabriel . 
Exceeds· 

CACD' 

$2',039.4' 

2',9.16.6 
I 

I 
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San Gabriel's test year estimates are· based on its 1984 
recorded budget, extrapolated at a 10% yearly increase. The 
resultant budget is used as, a spending ceiling on average plant 
additions for test ~·ears' 1990, and 1991. San Gabriel then estimates', 
its yearly need for plant facilities by primaryplanteatego~. 
Once the' nee,ds are identified,. estimated' 'costs are assigned to each 
plantcateqory. 

There are two reasons for differences between San 
Gabriel's and CACO" s plant estimates... 'l'he first reason· is that 
CACO used 1988· recorded ,data, resulting in a 1988 plant' difference 
of $1,154,000 .. The second reason is ~t CACO:reeluced San Gabriel's 
1989, . 1990, and 199'1 estimates by l~ .. 18% .. 'l'his adjustment is the 
result of the average difterence between SAn Gabriel's budqeted 
additions and actual additions for the' years 1984 throu9h 1988. 

San Gabriel acknowledges that approximately 10% of its 
budqet is reserved for contingencies to-keep· abreast ot.municipal 
projects and that its actti:al additions average approximately 83% of 
its budgeted estimate for the five-year period. 1984 through 1988 .. 
However, it asserts that it has more projects to construct than 

there- are budgeted tunds. available .. ' If projects are· not completed 
within a qiven calendar year San Gabriel will either eany them 
over to- a subsequent year or substitute other projects. .. 

Although there is no dispute on the reasonableness of San 

Gabriel's estimated plant additions, actual experience shows that 
San Gabriel"5 plant addi,tions for the test years, will only reach 
approximately 8·1% to 83% of budgeted plant additions. ... CACD's' test 
'year plant estimates based on recent recorded data and historical 
experience should be adopted. 
1(QXking. Cosh 

Working cash is a rate ~ase component used to, compensate 
investors tor tunds used by the utility to pay operating expenses 
in' advanc,e ot receipt. ot offsettinq.revenues trom- the utility'S 
ratepayers ~d to maintain minimum: bank balances.... "As a· rate· baM 

. , 
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component, San Gabriel is allowed to earn a fair return on the 
amount o·f working' cash. 

Major differences exist·between, CACO an4.San Gabriel on 
the need for a minimum bank balance and on the method used to 
compute the working cash allowance. 

Minilama Bank Balance 
San Gabriel includes. a: '$317,000 minimum bank balance for 

test year 1990 and a $330~,000 requirement for test year 199'1 in its 
working cash requirement. CACD includes a $44,000 allowance for 
bank charges in operating expense and excludes the minimum bank 
balance from· the working cash requirement~ 

CACD recommends that 'its operating· expense treatment be 

adoptecl because it is the least cost.to- ratepayers. If the 
$317',000 minimum bank balance is included in working cash, 
ratepayers will be reqUired to' pay approximately $60,00'0, .. because 
of the gross multiplier effect'on rate base items. However, it 

, " 

there is no minimum bank balance, San Gabriel will be l!able for 
only $44,000 of bank charges. 

San Gabriel asserts that if CACO's proposal is adopted, 
San Gabriel will still need a minimum bank balance to'cover the 
average daily bank float tor deposits which San Gabriel has not 
received credit from the bank. The daily.'minimum bank balance is 
estimatecl at $70,300 in test year 1990 and, $74,,100 in test year 
1991. 

San Gabriel haa not demonstratedtbat it will be 
adversely affected if CACD·'s expense treatlnentis ad.opted. 
Further, we note that similar treatment was given to· San Gabriel's 
minimum bank balance in its prior rate proceeding. Therefore, we 
will aclopt CACD's proposal to, allow $44 ".000 of o~erating expensQ in . 
test .. years 1990 and .1991. for minimum,·bankc:harges.. . No· minimum ))ank 

balance allowance', should. be 1nCl'Ud.ec1"'1n',wor~g,.Cash- ~' . 
,',., " " 

.' ' 

,', . 
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Worting CAsh calculation 
CACD's working cash estimate is $1,143,600 lower than san 

Gabriel's 1990 estimate and $l,.2.07,320 lower than San .Gabriel's. 
1991 estimAte .. 'The d:l.tterence is.'.attributable' to· two :factors. 

The first factor' is ,the use ot different estimated 
revenues and expenses. CACD's calculation was based on present 
rates ~ncl San Gabriel's calculations was based. on proposed rates. 
CACD recownends that the working'cash allowance should be 
calculated on rates authorized by this decision.. We concur with 
CACD's proposal and will calculate working' cash based o~adopted 
rates. This will enable, us. to· provide San Gabriel a working cash 
allowance based on ratemald.ng adjusted revenues and expenses and 
exclucle costs tied to· abnormalities of plant and expenses. 

The seconcl factor is the application of standard Practice 
I 

'O-l6, working eash standard practieel' and in the use of different 
lead lac; days. CACD used, thec,ost method prescribed byU-l6- and 
San Gabriel used the retail method~ The retail method assumes that 
theprotit is advanced by the investors to-operate ,the utility. 

, ",' , 

The '0-16· cost method assumes'that the' profit is furnished, by, 

,ratepayers .. 
CACD asserts that the '0-16: cost method is. the proper 

method to use beeause. it has been accepted by the Commission in 
numerous decisions. This. is substantiated on page 3-9'of '0-16-
which states that the cost method has been used consistently since 
1930. San Gabriel's witness acknowledged that he does not 
understand the distinction between the two methods~' however, he 
believes that his calculation is reasonable. 

Although the '0'-16- is dated September 1963 n~,evidence was 
,'. ~ 

presented to demonstrate any deviation trom the cost method' since 
that date. 'l'heretore,: we will use the cost. method· and' CACO"alaq 

I " '.", " 

days developed, in:" ita' stUdy to>' adopted estimates: . in 'this 
, I' I" '., • 

proceeding-
" 

'~, .. 
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San Gabriel also disputes the application ot CACD's 
workinq cash allowance, 'based on present rates,. beeause CACD 
calculated a negative workinq cash allowance for' the test years. 
This issue was addressed and decided in San Ga])riel's prior rate 

. .' 
proceedinq. San Gabriel did not present any new evidence; 
therefore, it will not be considered again'" consistent with the 
decision, the workinqcash allowance,. .. whether a: positive or 
negative, . should· ):)e a component. 'Of san:, Gabriel's test years rate 
base. 
Rate of Return 

Rate· of return is an expression ot. the capital' costs ot a 
utility stated as the total ot the 'weighted cost ot long-term debt 
and common equity. The determination of the cost ot long-term debt 
is based on recorded embedded interest costs and projected debt 
tinancing at estimated .future interest rates. The determination ot 
the cost of common equity is much more diftieult.since it requires 
the consideration of many tactors, such as.' business and financial 
risks,. . investor expectations,. ratepayer ·interests,. and economic 
conditions, and, as such, is based largely on intormed judqment. 

San Gabriel,. currently authorized a 14.50% return on 
common equity :for its Los Angeles County Division, requests a 
constant 14% tor estimated years 1989', test years" 1990 and. ,1991, 

and' attrition year 1992'. 'rhis constant return. on common. equity 
results in rates ot return on rate· base :from 1Z~24t to 12'.33%" 

Because we have already discussed and.· denied San Gabriel's request 
to provi<:le rates tor its estimated year 1989, we will not address 
the return on eommon equity for estimated year 1989. 

ORA reeommendsa. eonstant 12.00% return on eommon equity, 
the midpoint ot it.s reeommended range of 11.7Sot to 12 .. 25%.. '!'his 
12.00% rate of return on common. equity will prod.uce a· 10'~93t· to 
11~01' return· on. rate base' tor tb.e'·tbreeyear ·period •. 

. ",' 
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The following tabulation compares the elements of rate of 
return requested 'by san Gabriel and ,that recommended by DRA for 

" . ',-' 

test years 1990 and 1991, and 'attrition year1992~ 

SAtI ~Abz;:;i.ill DRA 
Rate Rate 

Capital Cost. of capital Cost . of. . 
Ratios Factors Bltu;" EAtios 'FActors RetUrn 

.l.2.2..Q. 

Long-Term Debt 3·9 .. 09% 9.60% 3 .. 75%. 44 .. 00% 9.S7% . 4 .• 21% 
~r.'" 

§2E2:L CommSn Equity 14.00 §. ~~ , ~§~QQ, 12 .. 00 §.Z2 
Total 100 .. OO%.' 12 .• 28% ' .. 

" . 100: .. 00%, '10.93%" 

l.ttl. 
Long-term Debt 39.18% 9.74% 3,.82% . 45 .. 00% 9",64% 4.34% 
Common Equity §2.§2'· 14.'00 §I~:L ~~IQQ 12'.00 §.'§Q' 

Total 100.,00% 12.33% 100.00% lO~94% . 

l.2.2.2; 

Long-term Debt· 39.30% 9 .. 75% 3.83% 45.00% 9.80% 4.41% 
Common Equity· §2.22 14.00 al~Q. :2~.22 12.00 §.§2 

Total ·100.00% 12· ... 33% 100~00t 11.01% 

gmital GJ:Ycture 
San Gabriel's 60 .. 91%, EiO.02%, and 60.70% equity ratio for 

test years 1990 and 1991,. and attrition year 1992, respectively, is 
based on projected earnings and earnings growth, anticipated 
financing, and projected dividend payouts. 

ORA's 56% equity ratio for test year 1990, and 55% for 
test year 1991 and attrition year 199'2 is based on its projected 
balance of San Gabriel's business risks and· :financial risk. 

Business risk is.asaociated·with,the .depen~ility of 
revenues baaed' on the 'stability of" . the ,customer: base, and· level of 
t~c:bDOloqica'i changes.. DRAbeli.v .... tl;lat·'water util.iti.a; auchas 
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~ San Gabriel, face more stable and reliable revenue streams than 
other types of utilitic;s because water utilities use a renewable 
reso\a'ce, face minimal threat of bypass, and. are allowed to e4rn a 
return on construction work-in-proqress. 

• 

... ~ 

Financial risk is associated with the proportional level 
of debt to capital. Financial risk increases as the level of debt 
increases. This is because' as the level of debt increases, the 

, . 
utility's contractual fixedobli9ation to ~ake interest payments 
increases and the- cost of marginal debt issues increase. 

Oebt financing is less expensive than equity financing 
because interest payments on, debt are generally less than returns 
paid to common stockholders and because interest payments are tax 
deductible while returns· on, common equity are not. The tax savinqs 
generated by interest expense directly benefits ratepayers through 
a proportional reduction of revenue requirement needs. 

Siegal's Table 10 shows that San Gabriel's recorded 
equity ratio has steadily increased from 45 .. 00% in 198:3 to 61.19% 
in 1988. Siegal believes that San Gabriel's equity ratio· should be 
reduced to prevent San Gabriel',s ratepayers from. paying for an 
unwarranted high level of equity capitalization. This reduetion is 
based on an analysis of comparable companies. Comparability was· 
based on three factors: (1) companies listed in C.A. TUrner's 
Telephone and Utility Reports, (Z) that realize at least 70% of 
revenues from water operations, and (3) Whose stock is publicly 
traded. According to· Siegal, her recommenclation reason.ably 
balances San Gabriel's debt" and equity structure because it enables 
San Gabriel to competitively attract capital in the lIlarket place 
and provide service to ratepayers with less equity capital than it 
currently maintains. San G~riel's- 1988· common equity ratio of 
61 .. "19" is approximately 18 percentage points higher than . the 43.00% 
average common equi:ty ratio of Siegal's qroup ofcompar®le' 

I • • • • 

utilities for the·. same year .. , 
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San Gabriel counters that it needs to maintain higher 
equity ratios to protect itself from earninq$ fluctuations and to 
invest in necessary utility plant additions requi~ed to mitigate 
qroundwater basin contamination effects. Nicholson testified that 
the accumulation of its hiqh equity ratio oecurre4 because of the 

I 

cumulative effect of hiqher rates of return previously authorized 
and tax law chanqes related to normalization of i~vestment ta~ 
credi ts and acceleratec1, tax depreciation. ,. 

Although San Gabriel does not have a specific equity 
goal, it attempts to keep its. equity.ratio between a higb of 60.00% 
and a low of 45..00% •. Nicholson concedes that· San.GAbriel's equity 

. . 
ratio is heading downward.. This is. because it exPects to' spend 
more money in the next few.years to clean u~water pollution. 
However, San Gabriel still,proj'ects, its equity ratio at 60 .. 00%, the 

high end of its equity range. 
As. discussed previously',. the. higher the equity ratio, the 

lower the financial riSk. If we adopt San Gabriel's 1'1iq1'1 equity 
ratio, a commensurate downward, adjustment to· its return on equity 
is in order because' of this 'reduced risk .. San Gabriel's test year 
projections show that the equity ratio will remain at the high end 

of i tsequi ty ratio ranqe.. As San Gabriel', incUeates ,. however, its' 
equity ratio should be9in to· decrease when it invests funds to' 
correct water pollution. Present ratepayers should not be required 
to subsidize San Gabriel's future ratepayers through higher rates 
in the interim due to· its currently 1'1iq1'1 equity' ratio. 

Based on all the eVidence, we.will adopt, a ratemakinq 
equity ratio· which will balance· ratepayers' and stockholders' 
interest. San Qabri'el cannot be expected to bring-its equity ratio 

. , 

down to a reasonable level overnight.. Therefore,. tbeequi ty ratio, 
should be reduced in a gradual manner. We will adopt a 60.00% 
equity ratio' for test year 1990,. a 58·.00% equity ratio for test 
year 199:1, and a 55-•. 00% equity ratio., for attrition year 1992- In 
aCloptinq·the.e'c1.clininqequity.'r~1:ios: tor 'the 'test years 'and . 

Ie ",1 
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attrition year, recoqnition should be given to the increased 
financial risk through a higher return on common equity over the 
period. 

Cost ot IQna=Tera Debt 
The' effective cost of long-term debt is the ratio of the 

annual charges tor the ,debt outstanding' to the net proceeds of ,the 
debt outstanding.. There, is no significant <Ufterence between san 
Gabriel's 9.60% to· 9.75% cost of debt and· ORA's 9.57% to 9.80% tor 
the test years 1990 and 1991, and attrition year 1992. Although, 
the parties used. different 'methods, both San Gabriel and ORA used a 
10.50% debt rate for $6,,500,000 ot new'debt to be issued in 1991. 

The only ditference between San Gabriel's and ORA.'s cost 
of long-term debt is 'in the method, used' to. calculate the embedded· , 

, ' 

cost of long-term debt .. ORA used the simple arithmetic average of 
San Gabriel's beginning and ending year effective interest rates. 
San Gabriel used' a weighted average method. 

Although the weighted average method is a more 'precise 
method, it is dependent on the specifiC timing of retirements, 
sinking funds, and new issues during the year. If any of these 
factors deviate from the projected timing, the, elDbedded. cost ot 
long-term debt may change substantially compared to. the simple 
average method used by ORA. 'l'he simple average method is 
reasonable and should: be used te> develop the embedde'd cost of long~ 

. , , 

term ,debt. DRA's 9'.5·7%, 9'.64% and. 9.8,0% co~t of long-tem·debt 
should be adopted for the 1990 and.· 1991.test years, and the 1992 
attrition year, respectively. 

Cgst· otBguitv 
San, Gabriel's requested, 14.00% return on equity tor the 

test years and. attrition year is l:>ased,on a 3.50% risk ,premium 
above the 10.50% rate for new "A" rated bonds.. , 

ORA. recommends a:12".OO' return,"on equity,. ,the mid point 
of its 11.75% to 12.25% ranqe,derived' ,from, the use of two 
ti~cial :models andintormed" qua1itativa,:judgment.ORA' s 

'. 
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rec:oDUllended return ,will provide San Gabriel a pretax interest 
coverage ot3.67 . times to,,3.54 times tor test years 1990 and 1991, 
which is within Standard & Poor's benchmarks for an IIIMIil rated 
water utility .. 

ORA used the discounted cash flow model (OCF) which 
measures. an investor.'s expected return on equity.. Because san 
Gabriel's stock is not publicly traded" the OCF method was applied 
to, a, group of comparable utilities. Three factors, previously 
addressed, w~re used to- obtain 12 compar~le utilities. 

The OCF'analysis suggests a 12-.. 24% return using the most 
recent three-month averaqe expected· yield 'and a 12, .19% return usinq 
the most recent 'six-month '. e~cteCl . yield for the compara});Le qroup 
of utilities. .. , 

ORA then used the risk premium moc1el (RPM) to verity :its. 
DCF results. The RPM measures the' adai tional compensat'ion that 
investors in common equity capital expect'overinvest~rs in bonds. 
because of increased risk~ The RPMlnodel suqqests a ll .. 33% to 
12~16%,return on COMon equity_ 

ORA.. balanced the results of its OCF and RPM models with 
San G~riel' s past earning's performance which· led to- a build. up of 
equity and reduced financial risk. 

San Gabriel's brief testimony to justify its 14.00% 

requested return on equity is not convincing. On the other hand, 
ORA's detailed analysi~, using OCF and~, which are normally 
used in rate of return proceeding'S, and its analysis of san 
Gabriel's debt coverag'e and' equity build. up. convinces us that DRA's 
rate ot return rang'e presents a 'reasonable ranqe' ot return on 
equity tor san Gabriel. consistent with the adoption' of an 
increasing imputed debt structure, San Gabriel's authorized return 
,on equity should increase in the test years and attrition year to 
compensate its shareholders ~or increased risk.. Based. on the 
consideration otall. the evidenee.,.,we willad.opt, a 11';"90' ,return on 
common ,equity tor teat year ,1990;,' ,'e' 12.00t return on' common eqt.\ity 

," ., .. , . 
". 
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for test year 1991 r and a 12.10% return on common equity for 
attrition year 1992. 

Adopted CAPital structure 
The following tabulation summarizes San Gabriel'.s adopte<1 

capitalization ratios r cost tactors,. weighted costs and. authorized. 
rates. ot return ·for test. years 199'0 and 1991", ,and attrition year . .. ' .' 

1992. 

l'estlear 199Q 

Long-term Debt 
Common, Equity 

.Total 

Test lear 1991 .. 

Long-term Debt 
Common Equity 

Total 

Attritis:m Year 1992 
.:Lonq-:term· Debt 
Common Equity' 

Total 

BAlancing Account 

capital 
• RatiQ: 

40·.00% 

~Q.S2Q 

100.00% . 

42.00 

Sa,OQ 
. 100,.00%· 

45-.pO ' 

'55,100' 

10.0~OOt 

I 
I 

Cost··· 
Factor' 

9.·57% 

11~90' 

Weighted 
Cost 

3.8-3% 

7.14 

10 •. 97% 

4.050" 

6,96. 

4.41 
6,66 

11.07% 

San Gabriel maintains a balancing account to' accumulate 
increased costs,. such as purchased water and power. The increased 
costs, or undercolleetion, is recovered from San Gabriel's 
customers throuqh a billing surcharqe. 

CACD recommends that San Gabriel's billing surcharge 
continue if the current unc1ercolleeted balance is und.er 2.0 t of 
gross annual revenues and that the undercollection.be, amortized 
over- a three-year peri04-.if',the:;balanceia,over',2.0 t .. 
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• Subsequent to the evidentiary proceeding, San Gabriel 

• 

.. '., .•.• ' 

. , . 

provided an update of its balancing '~ccount undercolleetion. San 
G~riel's April 30, 1989undercollection of $525,440 was. reduced to· 
$485-,458 at May 3·1, 1989. This $39,982' decrease, expected. to 
continue, is partially attributal:>le to· a 3.3% increase in surcharge 
rates authorized by Resolution No. W-3438, dated. 
April 12, 1989. 

Because San Gabriel's undercolleetion balance is 
decreasing on a monthly basis. and because rates in this application 
will not be effective until January 1,. 1990, San Gabriel should. 
continue its current balancing account surcharge rate~ However, 
wben the undercolleetion balance. reaches $50·,000 or less,. san 
Gabriel should· file an advice letter w.ith CACO setting forth a 
proposal to terminate its surcharge collection. 
Bate Design 

There are no disputed rate design issues.. CACO concurs 
with San Gabriel's proposal to apply as much of the revenue 
increase as necessary to the service charge to· bring up service 
charge' revenues from 40% to· 50% as long as no group of customers 
receives an increase greater than twice the system, percentage 
increase. CACD also· concurs with san Gabriel's proposal to 
eliminate the first block (300 cf) of the schedule LA-I,. San 
Gabriel's General Metered Service Tariff. 

San Gabriel proposes to discontinue its tariff schedule 
applicable to LA Division',s Vallecito· Zone II tariff area and to; 
provide general metered service throughout the division pursuant to 
its tariff schedule LA-I. The Vallecito· rate differential pertains 
to only a small part of that system. The application represents 
that there is no need· to maintain a separate, rate schedule because 
the system is fully integrated into the LA Division for operating 
and· ratemaking purposes •. 

San. Gabriel's rate design proposal. is in compliance with 
D.86-0S~064 which autl;>-orized' water. utilities to-:. recover up to- 50%: 
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of their fixed costs through the service charge and to· lfmit the 
number of conuuodi ty ~locks to t~ee. We will adopt San Gabriel,' s 
rate design proposal as long' as no qrou~ of· customers receives an 
inerease qreater than twie.e the system percentage increase .. 

CACD's Radpour performed an analysis of San Gabriel's 
tariffs which disclosed that San GaDriel was. provic1inq utility, . 
service to customers who· receive servie'e throuqh two or more meters 
in parallel rates not identified in a utility tarift. cACD 
recommends that San Gabriel ~e re~ired to- file a tariff t~provide 
customers serviee through a battery of meters. 

On May 10, 1989, San Gabriel filed an advice letter with 
a proposed tariff to· render servicetbrough,a battery-of meters. 
Notice of the tiling appeared on the Commission's Daily calendar ot 
May 12", 1989. Because San Gabriel complied: 'with CACD's 
reco:mxnendation and ~ecause . it has no impact on rates.,.' this issue is 
moot and need not be addressed· further. 
m,,:f..1;ion 

The rates tor 1992 are calculated using an operational 
and tinaneial attrition allowance. The operational attrition 
allowance is used to compensate San· Gabriel. tor the decline in the 
rate of return between test. ,periods caused by expense and. rate base 
increases not offset by increased: productivity and/or operating 
revenues. The financial attrition allowanee is used,to-compensate 
San Gabriel tor the deterioration in the realized rate ot return to 

CODon equity caused ~y a change in the utility"seost of money 
between testperioCls. 

San Gabriel's operational attrition rate tor the 1992 
year. is 1.49%, and· the finaneial attrition allowance is. 0: .. 06%. The 
.gross revenue requirement deriveCl from. the operational 'and 
financial attrition. 'is. $744.;500··· .... 

,;" 

.. > 
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• Section 311 Comments 
I • On August 7, 1989, the AtJ.' 5 proposed decision on this 

• 

matter was filed with the Docket Office and mailed to all parties 
of record pursuant to Rule 77 of the Commission's Rules of Practice 
and Procedure .. 

Both CACD and San Gabriel filed· comments on the 'ALJ's. 

proposed decision. comments pertaining to nonsubstantive changes 
were adopted and included in the appropriate place of this 
decision. 

A substantive comment regarding our denial to, increase 
rates in 1989 was raised by San Gabriel. San Gabriel correctly 
cites testimony showing that it present rate base, revenue~ and 
expense estimates for 1989. Howeve:t:, the record does not 
substantiate the need to increase rates in 1989 or the need to 
deviate from the Regulatory Lag Plan (RLP) for water utilities. 

Even if San Gabriel substantiated the need t~deviate 
from the regulatory lag plan, there is. no basis to· adopt a rate 
base, revenue, and expense estimates, for 1989. San Gabriel's 01rm 

witness, in response to the AIJ's inqu.iryof 'What rate base, 
revenue, and expense estimates should be used for the 1989 year, 
testified "Well, if I was the AI:J and I hac1 the, record in tront of 
me" I. couldn't do· it either on 1989' ,because I,' don't have' adequate 
information to do- it. N1 We shall not deviate.trom'the RLP' for 
water utilities.. 
FindiDgLot hc:;t 

1. The adopted estimates of operating revenues, operating 
expenses, rate base, and rate of return for test years. 1990 and . ' 

1991 shown on 'I'ables 1 and· 2 are reasonable .. 
2. A 10.97%: rate of return on the $26,.398.,400 adopted rate 

base for test year 199'0 is. reasonable. " 

1 ' Reporters Transcript, page 94, lines 17 through 19. 
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3. A 11.01% rate ot return on the $28,463-,700 adopted rate 
base tor test year 1991 is reasonab'le. 

4. A 11.07% return on rate base for attrition year 1992 is' 
reasonable. 

5,. CUstomers' participation at the public' meeting' shows that 
San Gabriel's level of service is adequate. 

&. Notice of the four-year rate request was provided. 
7. CACC did not present any results of operations or rate 

base estimates, for 1989. 
8. This is San Gabriel's first rate application since 1983. 
9. The RLP" does not require a water utility to. tile a r,ate 

application every three years .. 
10. San Gabriel"s earnings began slipping in late 1987; 

however, it did not tender its Notice' of Intent to· file a rate 
application until December 1988. 

11.. San Gabriel" wants to implement 1990 authorized rates in 
1989. 

12. San Gabriel had ample opportunity to comment on the RLP 
before it was implemented· in 1979. 

13. San Gabriel concurs that, 1989 revenue, expense, and rate 
:base est~mate$ cannot be developed from the record .. 

14. San Gabriel's and CACO's· ,labor and non-labor intlation 
factors are outdated~ 

lS. The May 1989 intlation factors are the best known 
intlation factors in the record .. 

16.. There is no, dispute on the number ot services or average 
consumption per serviee .. 

17. San Gabriel concurs with CACD's revenue estimates. 
18-. San ,Gabriel concurs withCACD"s revised'purchased power 

estimate ot' $2,341,.600 and $2,348,400 tor test years 1990 and 1991,. 
respectively. , . 

19. Commuting between homeand,work is not>a utility 
function. 

37 -
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• 20. , CACD'5 method to estimate other expenses and 

• 

.' 

miscellaneous expenses normalizes fluctuations,within each account 
over a period of time. 

21. The provision of incidental lunchroom supplies to San 
Gabriel's employees eliminates the need for employees to leave the 
workplace at lunch time and promotes efficiency. 

22. The upper San Gabriel Municipal Water District" the san 
Gabriel Municipal Valley Water District, Watermaster, and the San 
Gabriel Valley Water Association have agreed to participate in a 
concerted effort with federal, state, and local agencies to prevent 
additional pollutants and the, spread of, the', plumes .. 

23. CACD and San Gabriel recommend that pollution litigation 
costs be recoverable through'an advice letter tiling-

, , 

24., Pollutants in the basin have been an issue in other water 
utilities' rate proceedings. 

25-. San Gabriel revised its estimates for normal legal 
expenses subsequent to its, testimony and without justification. 

26. San Gabriel's andCACD's ,FICA tax rates are inconsistent 
with the statutory tax rate. 

27. San Gabriel's long-term interest deduction for tax 
purposes will not produce an income tax expense commensurate with 
ratemaking plant additions,. reyenuesl' , and expenses •. 

28. The 19S7'unbilled revenue'tax impact was litigated 'in 
OIl 86-11-019. 

29. san Gabriel's test years plant in service estimates are 
based on its 1984 recorded budget',. extrapolated at a 10% yearly 
increase. 

30. CACD's plant in service estimates are based on recorded 
1988 data and actual experience factors based on a comparison of 
budgeted and recorded plant additions. 

31,. San Gabriel includ~s a minimum bank balanee in its 
, ' 

working, cash calculationrequirinq ratepayers to 'pay approximately 
$60,000 to maintain the. minimum~balane,e. 

' .. , 
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32. San Gabriel is only liable. tor $44,.000 of bank char9'es if 
it doesn't maintain alninimum bankbalanee. I' 

33 .. San Gabriel's equity ratios are ba~ed·on projected 
earnings and earnings growth, anticipated ,financinq, andprojeeted 
dividend payouts. 

34. ORA's equity ratios are ~ased on its· projected balance ot 
San Ga):)riel's business risks and financial risks. 

35. Debt financing is less expensive than equity financing. 
36,. San Gabriel's recorded equity ratio has steadily 

increased trom 450.00% in 1983 to 61.19% in 1988· .. 
37w San Gabriel's 1988 common equity. ratioot 61 .. 19% is 

approximately 18 percentaqepoints higher than· the 43.00t.average 
common equ.ity ratio- ot DRA's· qroup· ot comparable utilities for the 
same year .. 

38.. San Gabriel attempts to maintain an equity ratio between 
a high ot 60 .. 00% to a low of 45·.00%. 

39. san Gabriel's equity ratio, is heading downward. 
40. There is no· si9T1ificant· difference 't>etween San Gabriel's 

and DRA's cost of debt factors. 
41. DRA's detailed analysis on the cost of equity. produces a 

reasonable range of return on common equity tor San Gabriel .. 
42. San Gabriel's balancing account surcharge was authorized 

by Resolution No,':. W-3438 on April 12', 1989'. 
43. San Gabriel's rate design, proposal is incompliance with 

D ... S6-0S-064. 

~ons:lusions ot Law 
1.. The May 1989 labor and non-labor inflation factors shou14 

be adopted. 
2. San Gabriel's estimates on the nWDl:>er of 5erv'ices and 

average consumption estimates tor the test. years ,s~ouldbe adopted.. 
3. CACO'"s· 'revenue estimates,. tor the·. test years should l:>e 

adopted. 
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4. Ratepayers should not be, required to compensate San 
~al:>riel tor executive commute expenses. 

5. CACD's- estimates tor other operating expense and 
maintenance expense should be adopted'. 

6·. CACO~$ employee lunchroom,supplies and awards reduction 
should not be adopted~ 

7. Proposed pollution litigation costs should not be 

recovered through the Advice letter tiling procedure. 
S. CACO's legal expense estimates should, be. adopted. 
9. Statutory FICA rates should De used tor test years 1990 

and 1.99l. 
lO. Interest deductions to~ tax calculation purposes should 

be based on the adopted weighted cost of debt, .. 
l1.. 'l'he 1987unbilled revenue tax impact should not be 

adopted in this proceeding'. 
lZ. CACO's test year plant ,estimates should,):)e adopted. 
13. A minimum bank, balance should not be included in the 

working cash calculation •. 
1.4. San Gabriel's equity ratio should be reduced in a gradual 

manner .. 
15. San Gabriel's return on equity should be increased in 

each. test year and attrition year', to compensate it tor the 
additional risk it will incur from the yearly reduetion in the 
common equity ratio,. 

16. san Gabriel's rate design proposal should. be adopted as 
long as no group, of customers receives an increase greater than 
twice the system percentage increase. 

17. 'l'he increase in rates and Charges authorized in 
Appendixes A and S are just and reasonable" and the present rates 
and eharqes insofar as they d.iffer troln those prescribed are tor 
the. future unj ust and unreasonal::>le .. , 

'18-.. San Gabriel's reques:t for 'rate relief prior to' its test 
years should ... be· c1enied~ . 
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19. CACD's working cash allowance method should. be used and 
the working cash allowance Ghould,be based' on rates authorized by 
this decision. 

20. ~he application shouldbeqranted to· the extent provided 
by the following order. 

st,R D I R: 

IT' IS ORDERED that: 
1. San Gabriel Valley water company (San Gabriel) is 

authorize~ to, file the revised schedules tor its Los Angeles County 
Division (LA Division) attached to, this order as Appendix A. This 
filing shall comply with General Order (GO) Series 9~. The 
eftective elate otthe revised schedules shall be January 1,. 1990. 
The reviseel schedules shall apply only to, servicerendereel on and 
atter their effective date. 

2. On or after November 5, 1990,. San Gabriel is authorized 
to file an advice letter, with appropriate workpapers,. re~estin9 
step rate increases for 1991 inclueled ir..Append~ St for the second 
year's step rate increase, adjusted to reflect the rates in effect 
and normal ratemakinq aclj.ustments for the 12 months ending 
September 30, 1990, exceeds the. later of (a) the rate of return 
found reasonable by the Commission for san Gabriel during the 
correspondin9 period in the then most recent rate decision,. or 
(b) 11.01%. This filing shall comply' with GO Series 96. The 
requested rates shall be reviewed by commission Advisory and 
Compliance Division (OCD) to ,determine their co~onUty with this 
order and shall 90 into· effect upon OCD's determination of 
conformity. CAC)) shallin!orm the Commission if it finds that the 
proposed step, rates are not in accord with the decis.ion, and the 
Commission may then modify the increase._ ~heeffective date of the 
revised schedules shall be no- earlier than' January 1, 1991, or 40 
days after the f!ling of the step rate', whichever is. later.. The 
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revised schedules shall apply only to service rendered on and after 
their effective date •. 

3. On or atter November 50, 1991,. San G~riel is authorized 
to file an advice letter,. with appropriate Yorkpapers, requestinq 
step rate increases for 1992 included in Appendix B,for the third 
year's step rate increase,. adjusted to, reflect the rates in effect 
and normal ratemaking adjustments for the ~2 months ending 
septelDher 30, 1991" exceeds the later of (a) the rate of return 
found reasonable by the Commission for San G~riel during the 
corresponding period in the then most recent rate decision, or 
(b), 11.07%. This filing shall comply with GO Series 96. The 
requested rates shall be reviewed by CACD to. determine their 
conformity with this order and shall go into' eftect uponCACD's 
determination of conformity. CACD shallintorm the Commission if 
it finds that the proposed step, rates are not in accord with the 
decision, and' the commission may then modify the increase. 'I'he 
effective date of the revised schedules shall be no earlier than 
January 1, 1992" or 40 days after the filing of :the step rate, 
whichever is later. The revised schedules shall. apply only to 
service rendered on and af:ter their effective, date. 

4. San Gabriel" s request to ,implement 1990 authorized rates 
in 1989 is denied. 

5. San Ga~riel may accumulate pollution litigation costs in 
a deferred debit aecountdurinq its test years and attrition year. 
If the deferred debit account is used, San Gabriel shall tile, as 
part of its next general rate proeeeding, workpapers that show that 
a cost benefit analysis was conclueted. prior to embarkinq on, such 
litigation, and benefits derived by its ratepayersanCl its 
stoekholders from incurring suehcosts. It shall also, provide a 
proposal to' seek recoveryo~ reasonable litigation costst'rom'its 
,ratepayers' and from its ·stoekholders' .. 
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6. San Gabriel shall continue to use the balancing account 
surcharge rate currently in 'effect. When its undereollected 
balance reaches $50,000 or less, San Gabriel shall file an adviee 
letter with. the Commission Advisory and compliance'Division 
Director setting forth a proposal to terminate its surcharge 
rate. 

~his order is effective today. 
D~ted . SEP'. 71989.. , at 'San Francisco, california .. 
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G.: MITCHELL WIJ( . 
. . :. . .' PreeJdent 

FREDERICK Ft. DUOA 
STANLEY' W; HULETT 
JOHN' B~' OHANIAN 
PATRlCtA' M~' ECKERT 

Commissioners. ' 
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•• 

JWPLIOOIIm 

San Gabriel V'alley 1lIte:r caacany 
los Angeles Q:lunt:y Division 

Sc:hedule IA-l . 
los Azse1es Qglty. TAt1U ltrM 

General ~ ... SeryiQe. 
", ' 

Applicable to all metel:ec! .water se:s:vioe. 

'lt2RlJ9RX 

Portions. of A2:'cldia, &sldwin Park, El Monte,. City' of ~, ~e, 
Ia Puente, Montebello, Monterey, Park, Pioo'Rivera, <RosE!IIIMCS,."San Gabriel, 
Santa FeSprin;s, So.1th.El Monte, West CCVlna,ltlnttierard· .vie:inity, 
!os Angeles Co.:znty.. . '. '" .'. ..... . 

~ 

service-' <::hal:ges: .•. 

For 5/8 x 3/4-l.ral meter .. .. .. .. .. .. ,. • • • • • ,. • '. • 
For 3/4-i:nct1. 2DIIBte;x- ., • .. .. • • .. .. .. .. .. • .. • • • 
For l-j.l1C:t2,:.~ ............ e" •• ' •• ' ....... ' 

For. 1-1/2~inchJ meter • ...,.. .. .. .. .. .. • •. • • .. • ,. ,. 
For 2-i.rdl meter .. '., • .. ..... • • • • .. .' .' .' • .," 
For 3-:i.rd1.,,1betez' .. ' ... ' ........ ' .,' ..... • r .' 

For. 4--i:lc:J:l. ~ ., • • • ... .' • • • .',.. .. • ., .. _ 
FOX' 6--irJc:ta. 'ZDete:r • ..: .' •. .. • • .. .' .. .. • .". .. • 
For, 8-ird1,J'~ •.•• ' ........ ' ., .' .... ' .. ' •• ' 

. For· lo-1nch..·me;ter.:.. ,. ... ' ......... : .. ' ... 
For '12~.:l.rdl.,JDete:r .' .... ,. .. .. • .' .. • .' .. . 
For 14"'1r»ch..~' '. .' ••• ' •••••• ' .... . 

For ~, 2-1%lcll.' JDete:I:s. .. '. • ..... '. • • • • • • • .. • .. • • 
For ~' 2"l.ral JDetexs .............. ' •••••• 
For' F~ 2-:I.rdl. JDete:rs.. .. • ~. • .• • • .' .. .'., • • ... • e" ". ' 

For ~ .. 3-~ JDIIt:ez"s,... .. .. '. • e' • • .. ' • ~ • e" • • .. .. • 

For 'l!u:ee '3-irdl JD8ters,.. ..' • • . .; • • • • • .. ~ • .. • .. .. 
For ~ 4-~.~... • .• e .• ' .' • • • .' e' e. e. .. • ... .. .. 

Far ~,' :4-incb maters~ .. '. .' .. • ~ .. .. .. • • • ... .. 
For oneS-inch·metsr" one 2-in::h meter .. • •• ' ••• ' 

Quantit';( Ratesi 

Per·Mete!r 
PJr~ 
$ 5.9~ (I). 

7.AS 
10.00' 
19.80 . 
31.60 
56.00": 
81.~00 

136 .. 00" 
201 .. 00' 
248.00' 
304".00' 
36O~OO· (I) 

Per Batte:r:y 
Per JbJth 
$ 51.81 (I) 

67.60 
81~OO 
87'.67 

113 .. 90 
126 .. 56·' 
166 .. 17 
. 206: .. 79 (I) 

Fil:st 20,000 cu. ft.., per 100 cu. ft..... ........... ... ..... $ .. 721 (I) 
OYer 20,000 cu. ft., per 100 cu. ft......................... $ .703 (X) 

'lbe Sm:vioe Qmge. is a ~ c:barge. applicable to all metex'ac! 
aervioeand· to which is to tie adcSed· the c,.mntity cbarge CXIIplt8d at the . 
Quantity Rates.. All· rates. are: . .ubject to the ~. fee Mt fartb en 
Sawd'll eNo., M-t7F. . '. . 

mx:w, cxrmmCN 
1.. Due to· the urder coUec:tialin the J:lalanoe acocant, an lIDO.D1t of $0.044 per, 
o:::F is to, be added to, the quantity' rates as IIbcwn ..".. ~ April U, 1990. 



oAPPr,lCATION A~e9-0'-004 

• 

.' 
Schedule No. IA-3L 

IQs Arse1es CCWJty PMsism 

LIMITE[) .IRRXGf\TICN smy;rg; 

A:eW:cz..:&It.!'XX 

Applicable to allmeasu:red ixri9lltion service 1:1lnitec1· to, e'Jd.st.1nq 
irrigation cu.stcmers at Ja:rn:w:y'l; 1975,,'Wbo·annually util:izethis sexvic:e. 

TEBBITORY 

Portions. of the ~ty of Hacienda ~ts and vicinity,. :tal :~eles 
County.' , 

BAn;S. 

Quantity RateS:· 

First 1 "aooCU'. :ft. or less· .. .. . • .. .. • • 
CNer 1,800 CU'. tt.,.' per 100 cu. ft., • .. • • 

M:i.n:iJm:rm' Qlaxge: 

. .... ., . . . . ... 

For eac:h. irrigation delivexy sc:hecluled . . . . . . 

$12~OO 
.649' 

12.00 

$13.50 eI) 
.• 728 (I) 

13.50 (I) 

'lhe,MirWnum ~e will entitle the custaner to the quantity of water ~eh that 
llIiru:mum .. c:baxge mill putd'lase at the Quantity Rates .. 

SPECIAL cqmmoNS. 

1., l)Je to, the .. under collection in the balance .aOXlUnt,. an aDOmt of $0.044 
per CCF is to be ,.added to the quantity rates as· sbCMl above, en11rq 
April U, 1990.. '" ". . ,"'" '" " 

. . . , ' . 

', .• I', 
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5c:hedUle No; IA-4 
Los An:re1esCowxty Diyision 

PRIyATE" FtRE" SERYXCZ" 

~ 
Applicable to water serlioe furni.shec1- to private fire systems Md- to 

private fire hydrants. 

'J$BkI'I'ORY -
Portions ct Arcadia, :Baldwin Par~, El Monte, City ot IxXIustxy, ~e, 

Ia Puente, Monte,1::)eJ.J.c, Monterey.~, Pioo, Rivera" Posenead" san Gabriel, santa 
Fe Springs,south,'El Monte, West· COVina",ltlittier 'and·,vidnityi, I£:)s Angels County.," .,' , , 

PAW, 

, For each inch. of diameter of'smrioe: ocnneCticn . ' .. 
,I' 

,"" 

~ Service 
1m" MQn1:b. ' 
$ 4.90 eI), 

,;.., . 
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SCheclUJ.e No: IA-9C 
Los Ameles'CCynty pj.yisiOX) 

C'a§TROCTION ANPTANx"'1Wc:K' 5m7ICE 

APP'l:.TgBIt.I' . 
Appli~le to terporary ~ter service· tumished· for c:awtructia'l ~ 

am for water clel1vexed. to· tank trucks· fran fire hydrants. or other ~ets .. 

TEBR1"I9RY . . 
POrtions of A%1:adia~ Baldwin Park, El JoD!te, Cit:f of In:!b.lstxy, Irw:i.nt5al.e, 

Ia Puente~ Montebello~. Monterey Park, Pioo Rive:ra~ :RosenM., san .Gabriel, Santa 
Fe .Springs, SOUth·El Monte, West CO'v"lm~ tIlittier and· vicinity;.·Ia;. ~es. . 
~. 

BAm 

For sic1ewaJ.k oonstruc:tion, per 100 square feet • • .. • • • 
For st:eet 0JX'b eomt:I:\lc:tion, per 100 lineal feet •• 
For txench. settlinq,. per lineal. foot· of seetia'1 of 

trench 2 feet ~ 4 feet ................ .. 
For sprinklinq sul:lgxade of stxeet ancl :roaciway . 

oonstruetion in application of oil or IJrt':f tom of 
patented oil pavin; orsurtadng', or .for XQllin; 
ard settling' subgracSe~ per 3,000 square feet of 
~~ . . . . . '. . .' . . . . . . . . . . . •. . . . . 

For o::rlpaetion offill, per cubic· yaxt1. of f.illlDaterial~ 
For water delivered. to. tank wagcn ar truck,. per 
. .100' 9lJl.l~, ........ : •• ' ' ......... _: ,'. ' ...... ' •• 

, 

For any service :rendered under thissehedule .............. ~ .• 
I " • ' 

'". 

" 

, t', 

Unit BAtes 
$ .24 (I) 

.48 

.Ola 

3.35 
.030 

.077 

Per Jotr¢b 
$ 12.00' (I), 
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SChedule No." IA-9Ct, 
!.os Arq:!les O;ynty pj,yisiOD-

SERVICE '1'0 TBAcr'lJXlm r.mm ~ 
l\PPUcwnm . . . . 

Applicable to water se:vioe tor hQuse. CXIlStruc:tion ~ hooses .. are belnq 
oonst.xucted ... as p8rt ot a :real estate. developoorIt •. 

TERBI'mB'i . " '. . 
1.0$ Angeles CQmty Division,Ios An3eJ,es CCUnty 

&m .. 
For each. lot for the CXIlStruc:ticn period. .. .. .. • • .. .. .. .. $ 4.80 (7) 

SPECIAL mmmONS 
l.. 'lh:i.s servioe is av8iJ.al:,le only to real estate develcpers cr l:Iuildel:s 

lNho· make al=Plication prior to· installation of mains &'Xi services and \iho. 
unclertake the oonst.."'\lCtion of houses as part of the developuent.. At its option 
the utility may provide the service it application is ~ attar 1Dains. a:xi 
servioes· have.:been installed .. 

2.. Water service un&!r this tariff schedule :is cruy to be used· for bouse. 
const:z:uction. It does not include water. use t.or l.an:lsc:8p:1nq. or other tract 
inproveme.nt 'WOrk." 

. • . • . I 

. 3.. When each. bouse passes t.inal . inspection waterservioe tnSer: this 
schedule will be te:rmina:ted .. < . . ....... . 

'. 

!, .. , 

(ENO OF APPENOIX A) 
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. . 
san Cabr.i.el. Valley Water o;mpany 

los Angeles cc.ypty Oiyision 

Each of the tollowin; ~ in rates my :be PJt into-eftect Q1 the 
:i.n:1ieatecl Clate at t'illin;Ja rate schedule'Wbich acids the apf:«cpt'iate ~ 
to- the :rare whiCh would ot:he.rwise :be .:in effect cc that date. 

SChedule U-l Geperal J:1et&nd'Sgryioe 
Servioe Cbal:ges: 

Rtfectiw D!l't.ea 
1-1-91 1-1-92 

, 
yer Met« Per Mi!nth 

For SIS x 3/4-inch,Deter · .. . . .. .. · · . .. · .. · $ 0.30 For, 3/4-inch lIIeter .' •. · · · · · · .. · .. · $ 0~3S For 1-inc:h·lneter. · . ' .. · · " · .. ... .. ., · .. · · $ O .. SO-For 1-l/2-:inch meter .. .. · · · · .. • .' .. $ 1.00 For 2-indlllleter .' .. .. · .. · .. ... .. .. .. · · · · $ 1.60 For 3-inc:h:meter .. .. · · · · .. · · ",' . · · .. · $. 3 .. 00' For 4-ineh.lDeter · .. . ' " .. " · " . .. '" .. · " . .. .. $ 4.00 For 6-ineh. meter " .' " ... · · · · · .. .. .. · · .. $ 7.00 For S-1nch' meter,· • ". ". · .. - .. .. • .. .. .. .. .. $ 10 .. 00, For lO-inch meter .. . · · · .. · · .. · .. · .. $- lZ.oo, 
For 12-inch meter .. .. · · · · .. · .. .. . . ' .. .. .. $, 15~OO For 14-in;h"mete%' .. .. · .. .. .. .. .. · .. ,.' , .. · .. ... , . $, 18.00 

For '!Wo' 2-inc:h meters ... " ............. " • .. .. ... $' 2.76-
For 'l:h:ree' 2-ineh. meters., '. • • ".. • ...... , $ 3..46 
For Four' 2-inch meters '. .. • • •• • .. .. .. .. • .' ... .... $- 4 .. 00' 
For" two· "3-1nch. JnBtel:s ....... e· ••••• , ....... ". $- 4~36-
For' 'lbree'3-:Inc:h meters ...... , ............... " .. •• $" 5.79' 
For 'TWo. 4-.inch. meters.." • .•. • ..•. .' • ~ ..' ..' • • .. ... $, 5.49 
For 'nlree 4-ineh meters.. ... .• ". .' .. .' .. • .. • .. .. • ." $. 8..39 
For One, 8-inch, meter, 0ne2-inc:h. meter ,. .. • .. • ..... So 10,,25 

Quantity Rates~ 

0.25 
0.30 
0..45-
0.90; 
1.40 
3.00 
4 .. 00' 
6.00, 
9.00' 

1l..OO 
13 .. 00-
16":00' 

- ,. 

2.73 
3.46-
4.00' 
4.24 
5.20 
5 .. 66-
7 .. 39 
9.25-

First 20,000 cu., tt .. ,per 100 cu •. tt;' ••••• " .......... '..... $.028 .031 
OVer 20,.000 cu. ft.,: per 100c:u .. ft .•••••••• ' ..... _ •• ~ •• " .027' , .032', 
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APPENDIX' B· 
Paqe2 

&m cabr.i.el valley ~ter Oxzpmy 
!.os l\t)geles COynty...I2ivisipo 

Each of the foll~ inc::reases :in rates 'may be put into effect on the 
lndicatecl date ):)y' tillirq 'a rate S<:hed.ule 'Which. adds· the. appropriate In:::rease 
to the rate 'Which would otherwise ~ :in effect on that date .. 

Zone I M:i.n:i:a:rm. 0llJl:ge . 
For eac:n irrigation Ctelive.:ty schedulec1. 

Quantity :Rates 
First 1,.800 cu.. ft., or less .. .. .. • 
OVer 1,.800 cu.. ft. i per 100 cu. ft. . . .' 

Zone II M:i:rWr&lm. ~ 
For each i:r:rigation deliver,{ sc:heduled ..... 

Quantity Rates 
First 1,.800 cu. ft~ or less. • • .. .. .. .. • .. 
OVer 1,800 cu. te •. , per 100 cu. tt . .. .. .. .. 

seheQule IA-4', , 
For each' irleh ot diameter ofserviee • 

SChedule U\=9C 

RaU!s 

For sidewalk const:l:'uction, per 100 sq. ft.. .. 
For street curb construction, per 

100 lineal feet. • .. • • • .. . • • • . .. .. 
For trench. settling, per . lineal foot of 

section of trench 2 feet ~ 4 feet .. .. .. • 
For sprinkting' SI.ibq.I:'ade of street ard. 

roaC'lvJay const:ruction in application of oil 
or any form of patented oil paving or 
SI.lr.facirlg f" or for rollin; ancl settling' 
SIJbg'rade,. per 3,.000 sq .. ft.. of :z:oadway .. .. 

For compaction of fill, per cubic ~ of 
:fill %Da.tel:'ial.... • • • • • .. • •. .. _ • • .. 

For water delivered to· tank wagon or truck,. 
per 100' 92'llons. .. • • .' .. .. .. .. .. .. • ... • 

M:i.n:i:a:rm Claxge: 

For My service :renderecl under· this ' 
sel:le:l\ll;.e • • • • • ., .. • • • .. .' .... •. • • 

stedule IA=9CL· 

For each lot for the eonstruction period. .. .. 

Ettectiw' Dates 
1-1-91 1-1-92 

Jer ~ Per MoQth 

$ 0.60, O.~ 

0.60 0.60 
0.032 0.029 

0.70 

0.70 
0 ... 036 

0.25 

0.01 

0 .. 02 

0 .. 001 

0.17 

0.001 

o.oo~· 

0 .. 60 

0.25 

0.60 

0.60 
0.033 

0.20 

0.01 

0.02 

0.001 

0.17 

0.001 

0 .. 003 

0.50 

0.20 
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AOOPrED· Q01.N'I'l:'I'IE 

1. Net to, Gross Multiplier: 1.6874% 

2. Fede.:aIl Ino:me Tax Rate: 34% . 

3.· state Inoaoe Tax ,Rate~ 9.3% 

4. I.ocal Tax Rate~ 0.8171%, . 

5. ti'ncollectible'Rate:- " 0.1819% 

6. Water SglvCOSt. 

A-1 ~ - PUrchased Water 
B-1 Cent:l:'al Basin - Replenishment 

- :teased Water Rights, 

- Wate%master Assessment 
C-l Make-up OcligationAssessment 
0-1 USGS :Basin ~lace:ment Water Assessment 
E-1 USGS .Basin :teased. Water RightS 
F-1 OSGS Basin~ .Waterm..,5ter Assessment 

'l'otal (SUm otA-11" B-1 anc1F-1) 
Year SafeY:i:eld: - 175,,000 .~, F. 

A-2 C31WD - PUrchased Water 
B-2 central Basin - Replenishment 

- Leasecl Water P.i9hts 
- Wate%master Assessment 

C-2 Make-up Obliqation Assessment 

D-2 'OSGS- Replacement Assessment 

E-2' USGS Basin Leased Water Right 
F-2' TJSGS Basin Wate%master Assessment 

Total (sum of A-2, B-2 'MldF-2) 
Year sate Yield - 175-,000.A. F. 

11 Etfective Date: July 1, 1986 

1iIEtfective Date: ': July 1" 1988 

Quantity 
Basis, 

A:f:. 

981.l2 
5,,248.51 

2,691.51 

18.,308.80 

17,860.79 

1,000.00 

36,.169~59 
42,399'.22 

985 .. 47 

5,271 .. 85, 

2,694.85-

18,308.80 

lS,021.S8 

1,000.00, 

36,330.38 
42,58?70' 

.mQ 

Total Cost 
tTnit of 
Cost AssesS'lTel'lt 
. ($). (~) 

232.30J1 227.9 
61.0021 320.2 
87.7121 234.3 

1.s'! 
3.0oV 54.9 

lSS.oo2l 2,822.0 

l39.2oV l39.2 
2.# 90.4 ./ 

3,890.7 

lm 

232 .. 3ol1 228.9 

61 .. 0oZ' 321.6-
21 87.71 236.4 

1..s21 
3.OV 54.9 

lS8 .. rJ.I 2,.847.4 

l39.zZi 139 .. 2 

2.sr:lJ 90.83 
3,921.0 ' 



" " APPL'I CA'I',I ON A. 89-0 1 -004 

'". :"'"' 
" 

" 

APmmIX C 
Page 2' 

San Gabriel 'Velley Water CaIp:u'Jy 
Ios1lngeles ~'Di~on, 

A. seE -SChedule PA-2' 
Power Requixement:- l<WH ' 
CcItqXIsit ():)Gt ,per, l<WH - $J'»a 
FJ.ect:riatl ~ -$" 

'Eftec:tive:' FeDt'\la%y' 1" 1989 

B. seE -SChedu1e '100'-8 
Power Requixement - KWK 
O:atposite ,COst per l<WH' -$jl<WK 
Elec:t:ric~ - $, , 
Effective: Febru=y 1;. 1989 

,c. sg; - Sd)edu1e W-PA 
Power Requirement: 1- ,l<WK 
CCluposite CQst perl<WK> - $jl(WH: 
Elec:t:rie'~- $ , 
Effective:: Februaxyl,. 1989" 

D.' SC:' Schedule GS-2 
Power'~ -,FJ4K ' 
Ccl!tXSite CCst 'per 1<WH:-' $j»M 
Eleetric ~ - $- , 
Effective Rate::FeDru&:y" 1" 1989 

E~ SCE Ss?hedu1eFA-l 
~~-'l<WK ' 
o *'p06ite Rate per ](WH -$/lG'M 
Eleetric~-$ , 
Ettec:tiveRate: Februaxy 1" 1989 

F. $9' Gas Sdledule' Ql-1Q 
Na~ Gas Requlrement,- 'lhem' 
Ca!;x:6ite Cost per 'lhel:m - $/'llle%m 
Natural ,Gas. J':':)Cpense" ~ $, 
Effective: ' JarDJIJr;{'l, 1989 " 

1990 

" 

12',27S,677' 
0.096881 

, 1,1.89"S6S, 

6,:,744,532 
0.,098135-

661,,874 

1,144,.004 
0.116034 , 

132,74"3 

1,748,091 
0.,077636 

135,,714 

212,425· 
0 .. 094337 

'20,040' 

412 500 , , 

0..488'18 
201,6tt 

12,333,260 
0.096674 ' 
1,192,300' 

6/,774~S14 
0.098170 

665',052 

1~149,.089 
0.llS970 ' 

133;2601 

1,755,.862 
O.0774(i'1 , , 

136,.02l" 

213,37l 
0.094312' 

20,,].23 

412,.so0 
0.48S718 ' 

'201,612', 

. . ,'" 
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APJ?a.1DlX C 
Page 3' 

&In Gabriel Valley-Water C"X:I!:pmy 
!.os A:Qgeles .C'qIJnty Pivision 

Wt1fD ooamxtrliS 

N'I..Unber Qt: sertices - Heter ~1z~ 199Q 

IA-l 5/8 'x 3/4 34,136-
3/4 3,.169. 
1 4,021 
ll/2' 921 
2. 979 
3 ':1,5. -
4 :LO 
6 7 
8 11: 

lO 3' 
12" 
l4 l: 
2-2- 129 
3-2~ 28 
4-2 6-
2-3" l, 
3-3 1· 
2-4 4 
3-4. 3 
1-8,1-2 1 

'l:tY.rAL 43,446-

MeteredWate:r Sales 

F.an;e CCf 

0- 200 11,.505,.700 
OVer 200 6,.042,.100 

'%OrAL 17,547,800 

122J. 1 

I ./ 34,366 
3,19li, 
4;046

1 
. 

928, . 
9861 
15\ 
101 

7'\ 
11, 

I' 

:'\ 
11 

:1.30'\ 28: 
6'1 
11 
1; 
4: 
3: 
1\ 

43;739 'i 

11,.584,600 
6,041,200 

17~.62S,.800 



, APPLICAT:ION:,'A. 69-0' -004 

:Residential 
Ccmnereial -, Meterecl 
lndust:rial - I.atqe 
lrdustrial- Small 
Public'AUthority, - Iarge 
Public Authority - Small 
Me1:e:r8I1 Irrlc;at:l.on Sales. 

S1.ll:ltotal 

Private ,FUe Prot:ection 

~' 

,.I.css:,:,," 4.99% 
Water· SUpply 

l?ur<:based,' water' 
P\.1zrpd' Water 

APFDmlXC' 
Page 4 

San Gabriel' Valley' Water 0 MCI!IIfY 
'!.os w§lea O;ynty Piyision" 

H21 Q:f: Servi~ ,~-~ 
1990 1991 1990 1991 

42,429 42,7ll 11,.813':9 1l,89i$ 
502 504 2,501 .. 0 2,.510.9, 
90 89, ' 1,518: .. 1 1,501 .. 3 
72 77"" 61.,8; '66.0 ' 

150 150, 1,547.,1 1,547.1 
203 208 85 .. 3 87.'4" 

33' 33 20.6·' 20.6, 

43,479: ,43,772" 17,547.8 17,625~S. 

700' 721 

44,179 44,493" 

921.3 925.4' 
18,469.1 , ' 18,551.2" ' 

427.3- 429.2. 
18',,041~8' 18;122.0' 

'} ~. 

~. 113 - Cef../Yr I 
1990 1991, 

278.4 278.4 
' 4,982.,0 4,982.0' 
16,868, .. 0 16,868.0 

858 ... 0'·," 8SS .. 0 
10,314.0 10,3:1.4.0 

420.0 420.0' , 
624.2- 624 .. 2 

I, 
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~ge S 

San Gabriel VzUJ.ey water 0'IIpany 
!.os AnS'e1es CowJt:l;.DivisiOD 

TJtil.ity Plant,. ~"~ and :Rate BDse 

. 1990' 1991 

tzrn.n"'l ptW, 

Plant 'f!1J"l 
Utility i\dd. 
Mvmlces. ' 
COntril:Iutions , 

'l'otal. Mditions . 

, Retirement 
Plant'FfJ~ 

Weight.:i.n; Factor 
Weighted Average Plant 

,r,.: 

1JQFECIATIOt! EtSesY'E 

:Resel:Vt~~ ~~ 
AmortizatiOn P.esel:ve 

.' ,Clearing, .,' , 
. c:ont:ribut:ton 
Oepreciation.·~ 

Total; .ACC::rlW. 

. Retirement 
Rese%ve' FfJ":l 

weighting 'Factor 
Weighted, Average Depree. Reserve 

;RATE'M§];: 

Weighted Average UtiJ.ity Pl.ent . 
Material and. SUpplies.' 
wo~·'ca.sn·All~ , 
Dep:rec:I.Ation. Reserve 
}IN; ',Const:ruct:ion 
~on 
Gx:ossUp' tor Aa.t~ and COntribltion 
General· Office carmon Plant 
;Deter.red-Tax. ~e> ' 
Detel::z::ed. 'rtt: •. 

Average Rate·!?ase 

~ of Dolla:rs) 

47,989.9 
2,762· ... 3 ' . 

323:".:3 
464' •. 7 

3,5SO~3, . 

192.,2. 
51,348".0, 

SO~O% 
, 49,669'.0-" 

12,980 .. 7 
0.1 

68'.0" 
205..5-
S40.!> 

1,:114 .. 1, 

192..2'" 
13,902.6 

50.0% 
13,441~.7 

49,669'.0 
243;4' 

-533 ... 3 
-13',441_7' , 

-3,.321 .. 1, 
-6,933.4 

582'.7 
2,291.~', 
-1~759.1. 

-400.0 

26,.398'.4 

51,348'.0 
3i054 .. 3 

323.3 
464'.7 

3,842.3" 

178.2, 
55-,.012 .. 2 

SO.O% 
53,180.1 

13 ,902' .. 6, ; : 
0.0·, 

74.5' 
228 .. 8 , 
965 .. 7 

1,269.0' 

178 .. 2' 
14,993.4 

50.0% 
14,448.0-

53,180.1' 
248 .. 3 

-527.5-
,~14 ,448-~0: 

-3,.428 .. 5-
"'7,173.2-

.US .. 7·, 
2,383-3, 

-2',.048.3, 
-388 .. 2; 

28,463 .. 1 
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. . 
San Gabr'.i.el 'V'al.ley Water 0 i''6If!/ 
" I.Q§ Armles County DiyisiQl) 

Total Revenues ' 

'Purc:hased, Water 
Purc:hased' PQwer 
Pay.roll 
Qtt other' 
~other, ,,' 
General otfice Allocation . 
Payroll TlIx, . 
M 'Valorem TaXes'. 
Uncollectihles 0 .. 00l8l9: 
,Local Fr8nehise 0.008l7l . 

SUbtotal .' 
Interest' 

'total. ·Deductions , 

state ','TaX: Oeptee:-" 
, state ''%'ax', 9.3, . 

Federal,.'l'ilx: Depree. 
FGderal''l'aX. ,34% ' 
'1'otal;' Federal. Taxes, 

Net/GrosS 1.6874 

", -', ," 

1990' . . 1991 
('lbolsaD:5sot DoUm:s) 

, $ : 16~872 .. 7 

, '3,,890'~7' 
2',341~6 
1,892.;3" 

729:.s: ' 
SlS'':S.'· 

1,.566..8' 
178:'':9 
363.:1 

30 .. 7~:, ' 
137'.9:: 

11,.950..3' 
979.7' 

12,.930.,0 
' ... .' . .. .. ,'" 

'1,.460.6 
.230..8' .. 

" 

l,.031~6. . 
911.3 " 
911 .. 3' 

$ 17,667 .. 7. ' 

3':921.0 
2,343.4:'" 
1,983.2' . ' 

772~l,. 
852'~1. ' 

1,641.0 
186 .. 1·, 

, 391 .. 3- . .' 
32 .. 1" 

144A·, , ' 
, 12',271.7' 

1,107...2' 
13-,,378 .. 9" I, 

1,54S;.7 ' 
. 254 .. 8" 

1,099 .. 6': ", 
997'.7 ' 
997.7' . 

, (Erx1 of APmmIX C) 
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Los Aneleles County 'Diyision 

Catparison ot typioalbUls tor 0 illi.ercial: 1D81:.c9d c:ustaDers of 
V'C:Irious. usage level lJIXi' average usage level at pxaent ~ authorized :rates 
for the year 1990..' , . 

~ Mete.n.:l. Service (5/8 x 3/4)J'nch. Meters 

. Monthly Usage .. At Present . At AUt:horized .. ,Peroent .. . 
, .' .. .. . .. (0Jb1s< 'Feet) , .. 

Rates .. RAt§ . :tp;;nwJe .. . . , , , 
! 

SOO $, 7.04· $ 9.56' 35.7% 
. , 

1,000 10.,27 13 .. 1&· 23.:L 

2,000 16:73: . 20.37 .. 21 .. 8,' 
,. , 

2,320 (Avg' .• ), ' 18'..80· 22' .. 68.- 20.6-

3,000 .' 23'~19'" 27.58;' . 18~9: 

5,.000 36 .. 11 42 .. 00 . ,16.,3: 

10,000. 68 .. 41 , . 78.05; ·'14.f 
::1 

(END OF APPENOIX·· 0) 
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I APPENDIX ! 
SI",Glb~I.L W.~.r eomp.ny 
~o. Ang.~ •• C~ty Dlvilion 

c-.···" III ·'-Oeci .. tOft ... ........ ~ ~····Dec1alon···~ " 
1990' ' 1991 

deacrip~lon I,lg D.y AIM." . I,D.y Amt. 'S O.y 

Oper.t i no Revenue 2S.0 '6812.7,421817.5 ' 17667 ~.,' ""692.5- , 

OPERATfNG EXPENSES 
Pu~cl\... WII~.~ 
C.8.R.pLenfahment ' 

I. .... Right 
WIM ........ rnrnt 

M.ke uP Oblfg.tlon, 
U.S.G. Ropl.ceme:"lt 

L ••• ed Wtr. 
WI'''' "'''11/11· 

pueHASED WATER 74.5 3890.7 289857.2 3921.0292"4.5 
Pu~ctI •• ed- Pow(',. , 32.,1 2341-.6 75165.4 2S4a.4 '75383.6 
P.y~oL,l 12.0 ,1892.3, 22107.6 1983.2 237'98.4 
Unco~Lec:tlbL. 0.0 :SO;, 0.0 32.1", 0.0 
Fr.nchl ••. 'ee' 269.0 137.9 3'70a6.2 1"'.4 ' 38833.;6, 

O':h.r, EX~i..' 
J".",,..nc. 
Holldey 
H •• lth, rt'llur.nc. 
SI!DwJRA Pen.fon 

• R~"'l.~o'"Y E)(~ •• 
DMV 
Mlac. ~.5 1520.6 43338.3, 1589.3. 4529S.0' 
D.pr.clatlon 0.0 840.5 0.0 965.7 0.0' 
Ad Val. T.x' 39.2 363.1 14233.5 39'1.3 15339.0 
'ICA 
'UTA 
SUI . , 

TotaL Payl'oll TIX 20.5 178.9 3667.5- 186.1 3815.1 
I'IT 37// 84.3 3195.0 0.0· 0.0 
C"T 37.9 0.2 7.6 0.2 7.6 
O.".l'l'ed· ,IT 0.0 0.0" 0.0,: 

II, 1.T.C. 0.0' 0.0 0.0' 
PUC of" 60.0 253.1 15183.4 265.0' , 15900.9 " ..••.....•••..•.••.•..••..... ~ ..••...•••...•••........ ..•.•••...••.... 
Tot.l Dlv. ,Expence 11533.9504443.5, 11826.7 S10481'.7 

AlLocatld·Pay,.oLL 12.0 663.1 8024.6 100.9 8410.3 
Oth.r Ex 21.0 794.0166'7.5.,1 830.3 17435.3 
DlPr. 0.0' 104.3 0.0 109.4 0.0 

TotaL C.O.- 1567.0- 24697.7 ' 164005 2SB4S.6-. 
Totel Expenae 13'00.9529'41.2' 13467.2 536333.3-' 

SO.y EXpenM. 40.4 '39..a. 
SOay ItIVIf'tUe Z.O ~O' 

-15.4 "4.8: _ 
Wol'klno"c: .. h -L.ad·~g ·5S2.4,. -547.0' 
Wol'kf 1'Ig' ClIt! .. Oper. 19.1, " '9.5 

To'Cal WOl'k11'1g tI.t! ·m',3 "521.5 . 

(END OF APPENDIX 'E) 
, -, 
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'. 

'EXHIBI'I' NO. 13 
_____ 'IiIIIIII __ ..... 

APPLICA'l'ION NO .... 8:9-01-004 

CALIFORNIA POBLICU'I'ILI'I'IES COMMISSION 

Development ot SUlmnary ot Earning's ". 
Comparison Between Statt& Utility'. 

Commission Stat! .& Utility 

For 

San Gabriel Valley Water Company 
. . 

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

SanFranciseo~ Calitornia 
MLly 30'; .. 1989 . 
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.0- APPENDIX F 

:"' , 
Appln. NO. 89'01'004 san Gabri.l Valley Wat.r ~,.,., 

Test. yea,. '990 utH •• nirnne Staff eniINt • 
.....•••......•••...•.••.... .. .. ' ......................... 
Original AdJl,I&t '{nal UtiLity 'inal Adjust Original .. st. of 

.nd: . AppUcant Exceeds' St.ff· • arid' Diff.r..-.c. 
£)(II.S Correct Po.itfon Sta"" POSition Cor,.ect· (£xii. 9) 

PR!S!NT RATES 
Operating' revenuel 14,564.4 (455.6) 14,108.8 14,'08.8 14.108.8 en A 
0&1'1 Irxp.nlea 
Purchased·wat.r& All. 3,890 .. 1 3,890.1 3,890.1 3,.890.1 A 
PurchaHd power 2,206.1 135,5. 2,341.6· 0.0 2,341.6. C3~6) 2.345 .• 2 (2) A 
Chemfcal. 11.1. '1.1 '1.1 9.4 9.4 C 
PayronCTouL.) 1,930.8 0.0 1',930.8 49.3· ',881".5 1.aa1'.s.- (3). C 
contracted Malnt. 102.1 . ~02. 1 (2.3) 104.4 104.4 (4). C 
Materral;' $uJ)p~Y 196.9 196~9' 1.9 1!9~0' . 189.0" C 
T"al'llportatf o~. 342.6 342.6 54.4 2&a~2' 6.5 281 .. 7 (5). D· 
UtfLf.ty· & Rent 48.5-· 48.5 h4 4'7 .. 1 41.1 t 
Others 104.8 104.4 14.5- ,90.3 90.3 .. O· 
A&G.Expen .... 

" 

" Rent,' 13.9 0.0' 13.9 2.2 11.7 
jl 

1'.1 C 
p,.operty %"1 .. 21.6, 21.6 2.0 '9.6 19.6 t 
InJurf •• arid damages 279.3- 279.3 (2.6) 281.9 . 281.9- C 
!~LOY"'a pet\llon. 662~4 662~4- 35.6· 626.8· . 626.3- . D' • Mfac.(L.eg.l Ex!) •. ) 116.5- 0.0 176.5· 175.0 1.$ 1~$. 0 
Admf" trenlf.rl'ed . (181 .• 8) 0.0 ,1a1·.8) (35.9)' '145.9) (145.9) (6) o· 
Payroll tal( 1a1.0' 0.0 181.0 3.0' 178.0, 178.0 C 
Ad·vato"IIII"t.1( 377.4 377.4 14.3 .363.1 .. 36!.'t .. C 
Depraciati~ 933.5, 933.S ' 93.0· 840.5 &40.5 (7) D 
Gen. 011 .. Aloea .. '.592.1' 1.592~1 39.4.' 1.552~1 . 1.55%' .. 7 0 
Offic.·SypL &'Mlfn. e 1.7 0.0 .1 .. 7,' (0.1) 1.8 0.0 7' .a, C 
1t"!.ItltOry· !X!) •. 4.4 4.4 0.0 . 4.4 4.4' A 
lank Chl"gn, 0.0 0.0, 0.0' (44.0). 44.0 44.0' 0.0' (&) 

SUb· Total 12.901.6 135.5 13,031.1: 40a.8· 1Z.628.' 46.9 12.581.4 
Il,I&i~I/'''a",h tal( 119.4 (3.7) 115.1· (O.Z> 115.9 115.3' I 
U",otLect1 bL.1I 29.1 (0.9) 28..2 2.4 . 25.& 25.1 I 
Stat.· {",om. tax 17.0 0.0 17.0 16.8 0..2 0..2 D 
,.orr.t i",OfM tal( 163.0 0.0 163.0 131..9 31.1 31 .. 1 D· 
Totl~·optr IrXl)enln 13,230 ... 1 130.9 13.361.0 559.7' 12,801.3 46.9 12,753.1 
Net opI'r I'ewnu.. 1,334.3 741.& (559.7) 1,307.5 1,355.1' 
It.t.' .... 29,161.2 0.0' 29.161.2 2.144.0' 26.417.2 ': 28.1 26.3A.5> (9) D' 
Itlt. of' IIH!.I/"n 4.58% .2.561 '2.39%' 4.95% . ·S.14% 
~'~TES 
Oper.tfng· revenuea 18,338.3 1I1,3!a.3 
0pe"8tfng expInHS 

0.0 '11.331.3 'II~~ 

lWtouL 12,901.6 13,037' •. 1 408.1 12,628.3 46.9 12'-"1'.4' 
UncoH~tfbl .. 36.6- 36.6 3.%' :53.4 :53.4 I 
lu.f"..",,,8nch, tax 1S0.~ 150.4 '. .0.6 149.1 149.1 I 
Stlte .fnee.. tax 349.7 0.0 349.7 (8.3). 354.0' 0.0 3S1.0· O· 
'''rill fnc:oM tax 1.319.9 0.0 1.319.9' (".2) ".m.' 0.0' 1.m.1 D 

•••• Tot.l .... ~ 14,.75&.2 14,m .. 7 "'.1 . 14.502.6 46.9 ",4S5 .. 1 
NH oper I"eWI'IUH ',580.,1 3,444.6 091.') :s~m.'T (46.9)' ',1IZ.6 
Rate .... 29 •. 161.2' 0.0 29;. 161<.Z: . 2,744.0 2',411.2 2I~ 26;.l81.S-
lI~e of IIl'tu,.n 12.28% 1,'.81% '2.111 .,~ 14~m .. 14.111 
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APPENDIX F 

., . .. , 
AppLn. NO. 89-01,004 Sin '-brieL VeLley Wlter C~ny 

Tuty •• r 1991 Uti l,. latimate sui'i' .. timate ....... ~ .... ' .....•••....•. ~. . ...... ~~ •••••......... ~ .. 
OrfglneL AdJw.t 'fntL- uti lfty 'fntl AdJloIat OrigiMl Iali. of 

Inc! Applicant txcteda ' Stt-rt 'tnc!· :I 1 fferenee 
Exh.5, Correct Po.ltfon, Ste1f POlltlon·Correct (£xh~ 9) 

PRESENT RATES ' 
Optrttfng r~.n~1 14,642.1 (457.8) 14.1&4.3 14,1&4.3 14,1&4.3 (1) A 
0lH' 'ex!)tn,e. 
PurchllOd'wlter' AIle 3,921.0 3 .. 921.0 3 .. 92"~0 3,92'l,.0' A 
Purchl,ed,power 2,2'2.0 136.4 2,348.4 0.0 2,348.4 (3.6) 2"5%.0- (2) A 
ChemICt(.' 

" .5 11.s. 1.6 9.9 9.9' e 
PlyroU (.Totl L.) 2.027~0· ' 0.0 2,027.0- 59.0' , ' 1,968.0- .1,968.0', ' (3) e 
Contr.ettdMlint. 106.4 106.4 0.5) 109.9 109.9 ' (4) C 
"'Iterfll,' Sl.Ipply 204.9 204.9 5.3 ;99.6 199.6 e 
TrlnlPortttJ on " 374~4" 374.4 70.7 .' 303.7 6.9 296.3 CS) D· 
Utility' Rltl'!t 50.4' 50.4 1.0- ' 49.4 49.4' C 
Other. 109.4 109.4 14.2 95.2' 95.2 0 
M.G, ~n.ea 

Rent 13.9 0.0 13.9 1.6 12~ ,12.3 C 
Property In •• 23.a 23.a 3.3 20.5 20.S C 
In]urfea'lnc! dANge. 293.4 293.4 C2'.2) 295.6 295.6 C 
!ft1)lQ'yft'. pen.lon. 693.6, 693.6 39.9 653.7 653.7 0 

• ",fae.(I;.gtl £xp.,), 196.6 0.0 196.6 - 195.0· 1.6 1.6 D-
Admfn,trlnai'.rred (196.8) , 0.0, (196.a) C38.9) (157~9) (157.9) (6) 0 
Payroll tlX '91.5 0.0 '9'1.5 3.7 187.8' , 131.8 C 
Ad VI Lor"'" tlX 419'.3 ,419.3 - 28.0,' , 391.3 391.3 C 
Olprecf etl on 1,019.6:.- 1~019.6 53.9 96S.7 96~~7 ' (7) 0 
GeI'I., Off. Aloe •• 1,665.1 , ,665.1, , 41.7 1',623.4 ' 1.623.4" 0 
Offfc.-SupL, , "'ain_ G a.o 0.0 a.o· (0.2) 8.2 0.0 ' ,8.2' e 
Regl.llltory !xp .. 4.4 4.4 0.0' 4.4" 4.4 A 

, 

8&n",Cllaro .. 0.0 0.0' (44.0), 44~0' 44.0 0.0' Ca), 
Sub,TotlL 13,349.4 136.4 '3.485~a '430.1 11.055.7 47.1 '3.00&.4 

Iu.fntll/'ranch tlX 120.1 (3.a) 116.3 0.4 ' 115.9 11S.~ • UncoLLectible. 29.3 (0.9) , 28.4 2.6, 2S~3 2S~ I 
SteteJncOllll' tax 0.2 0.0 0..2 0.0' 0': 0.2' 0 
'ederlL fncome t.~ 0.0', 0.0 0.0' 0.0 0.0' O~O' D 
Total opel' e)(pen ... ",499.0 ' 1'1.7 13,630.7 433~' 13,,197.6 , 47.3 13.150.3 
Net' ope .. t'1YeI'IUt1 1 ,143~1 553.6-' (433.1) , 986.1 ,',034.0' 
ltate'I.I', "-.924.2 0.0· 31;924.2 ' 3,440.0' 28,484'.2 ' 41 .. 1 2a.436~1 (9) D 
.at.' <I",It.':I.II''': 3.58% 1.73X ·1.m 3.461 ,3.64S 
PItOPOSC, !tATES 
Optl'etf". I'ewnuta '9,195.0 19, '95.0" 0.0· 19,195.0 19,195.0, 
Oparet("..~ 

S\b1:ottL 13,349.4 13,485.8 430,1 " .. 055.7 47.3 13,005.4, 
UncoLLectfbl .. 38.4 3I~4' 3.s- 34.~ 34,~ I 
lua1nes,/'ranch 'tax 157.4 157~4 0.6 156.a, 156.8 • St8t. fnco.e ttl( 356.a. 0.0 356.', <32.0), , 3M.a.: 0.0 388~ D-
'eder.L {nco.e tax 1',356 •• - 0.0 1,356.1 C85.0) 1,441.1, 0.0' 1,441.1- D· 

.• ' Tat.l opel" 'upenut. 15,258.1 1S.39S': 317.2; 1S,07a~O' 47 oS ' 15.030 .. 7 
Net optr: I"eWI'IUH 3,936.2 3, '1'99.a; a17..Z)' "~117.0' (47.3) 4;,.164.3 , 
It.t ..... · ",924.2- 0.0 31,,924~2' ',440.0'" 21,484.2 41 .. 1 ' 21.436;.1· 
Rtte of Return 12.331 ".901 '·Z.S5X 14..45'" 14.64" 



, 

'. 

APPENDIX F 

APPLICATION NO. 89-01-004 

SAN GABRIEL VALIZ"lWATER COMPANY 
(Dollars in 1,.000') 

Explanation 2n pifferences 

(1) '1'0' eliminate unclercolleetion surcharge·.· 

1990 455-.6-
1991 . 457:.8 .. 

(2) Usin9 latest Power rate. 

1990. 
1991 

13·5..5 
,136 .. 4 

Adjustment for errorin.usinq power rates. 

1990 3.6-
1991 3.6 , 

(3) Use of labor 'inflation' , 1989 1990 
factors. statf 4.5%' 4' .. 4% 

'O'til. S~O' S.O ' 

(4 ) Use ot non-la~or Staff 5-.~% 4 .. 8% 
inflation factors. Utile 4.0 4.0' 

1991 
4.6% 
5-.. 0 

4 .. 9% 
4 .. 0 

(5) Staff recluced transportation for those employees who 
take company ears home (54 .. 4 and ,7 0 .. 7 for test year) 
and staff. ad.justecS. its' estimate on the record (,6.5, for 
199'0 and 6.9, -for 1991) to- take. out the effect of the 
Fontana Division which were included', by error., 

(6&7) The differences are cS.ue to, cS.itterences in utility plant 
estimates. 

(8) Staff recommenelecl, $44,000' as. bank charges in lieu of 
the minimum bank balance in rate base 

.. 
(9) O~fferences are due to statf having actual record of 

encS.-ot-the-year plant in ·1988. Also', see attached.. 
revisecS. Tables. L~l and 1.-2. 

Note: state and Federal income taxes, shou'lCl" b. 
r.ealculated after' authoriaed revenues,." expenses, 
rat., ba... ' and rat.. 'of 'return" '.. are 
4et.rmin.cS.~, ," ' , 

1 
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·,.~,Applic~tion ·A. 89 .. 01-004:' 
,","j , 

' ...•. "'.'. , , 
." ~ , ,.: ' 

.~ 

',,1 

Utility's State~ent 

. A • SC;V and Sta·ff Agree .. 
B • SC;V accepts StAff,s figures. 
C - SGV is will ing to .. aeeept .staff' s figure if it is 

adjusted to- retlect· the applicable s:ta,tf . labor « 
non-laborintlation· factors· as· ot the. date of the 
hearing,. . " '. . , '. 

D - SC;V' and· Stat,! disagree., 
" ,. 

'" . 

I 
'I" 

, ., 
'II' ,,' 
I'! 

'" !i 

" 

2 I' 

" 

'I· 
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'--~--------------;ABX.E 1.-1 -- --'-».tthf. = 

San Gabriel water,- to. Angeles District ' 

AVERAGE DEPRECIATED, RATE, BASE (000". of $) , 

TESTYEAl't 1990' 

~~-~---~--~--------------~~--~-~-----~~---~-~--------~---~~--------~~~--, . 'Utility , 
exceeds. staff' 

Item. Staff tl'tili ty . :A:mount t' 
-~-----~-----~---~-~~---------------~-----~~~-~----~-~-~--~-~----~--.----
Custom.er ad .... ances - BOY $3,266.2 $3,419.6 

CUst ... 'adv. (this year) 323·.,3 400.,0' 
Less : CUst •. retunds. (this 203.4 ' 203.,4'-
Less : l'rnsf to eontr:l.b. (t 10.0' 10.0 

76 .. 7 23.7% 
0 .. 0 0.0% 
0'.0 o'~ot 

--~----------~-------Net CUst .. Ac1v~ (this' year) 109~9" 186.6- ----.------- . -76.7 69.8% 
Weighting, factor 50.00t, so'.,oot 
Wtcl. ,avg. Net cust .. A4v.54, .. 9' 93_3 38 .. 4 69.8% 

WtCl .. , Avq'~, ' CUst.. AClvances 

Contributions -BOY' 

~----------------------~---------~~-~----3321.1 3512.9' 191.,8 5,.8% 

681.0.1 220 .. 6., 3.2% 

Additions (this year) 464.7 S7S.,0 110 .. 3 23 .. ,7% 
Add : 'l'rnsfr :romcust .. Adv 10.0 10'.0 0.0 0.0% 
Les.s : Oeprec:l.ation (this y 22'8 .. 2' 22S,.2 ' 0.0 0 .. 0% 

-~-~~----~~---~-~-~--- --~~----~-~~~ 

•

Net contributions (this yea 246·.5- 356,.8 110.3 44.7t 
We:Lghtinq :factor 50.00t 50.,00% 

tCl.avC]- net contributions 123.3 178.4 5S .. 1 44 •. 7t 
Wtd.. Avg. Contribution~ , ----6933:4-----;io9·:i-----------2;S:;~---4M 

L'O 0.0 0'.0· O~,O 'O.ot 
Deferred, Tax Reserve' 1/7_4.3~g1'F 1783 .. 8'-- 0.0 O •. ot 
De!errecl:X'I'C . OO:'()-=-· .' 400' .. 0' 0.0 O.ot', 
--~--------------~-----~------------------------~---~----------~---~~ Rate Base Deductions -i'1432 .. 3 129050 .. 8 467 .. 5. 3.8t 

1~"'l"2. .1 
0 •. 0 O.O~ 

c~;;;~":'utiiity-iii~~;ti~;;------i2;i:s~----2;7i:2~-----------ii:,--;:n' 

Wtd., avg., plant in service 49669.0' 51708.,4 2039.4 4.1% 
, ., 

Add : Working capital ' 
Materials & supplies 243.4 243.4 0.0' 0.0% 

Gros!(, Up tor Ad" .. and Con. 582.7. 648.4 . 65.7 11 .. 3.t 

~g~~B~ a::li:°E:iattlqal -S!~~::!!:~ ____ l!!~~ _____ ~~:::~m;~_:f~ :U 
Total working capital 3/f.'-:&G8» 0. 1.520 .. 5 1212.5 393-.. 7t 

Add : COlDlnon tl'tility All. 2291.5 2378.2- 86-.7 3.8.t 
Less: Wt<1. avq •. c1epr. t'stv l.3441.7 _,13540 .. 1. 98.4 0 .. 7* 
Less: Rate Bal.. Deauct:1.ona i343S,3-1"l1

4fVl.2905 .. 8 ~67.S 3 ... " 
-~---~----~~~-----------~-~----------~~~----------~~--~------ ---Ayq •. depreciated rate base ~,..e r~ , 29l.61 .. 2'.· 27~2', .. 7 10'.~ ;2;(,.,""'-7.,., .. ' ,~, ._w _____ I = 

• " -- =- = .j" 

.. 
, -" 
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TABU: L-Z . '~h '1 . 
San Gabriel Water - Los Angeles District 

AVERAGE DEPR£CIA1'ED RATE BASE (000". of $) 
. , 

'fEST,YEAR 199'1 

------~--~-----~~---~--~---~--------~~-~----~~----~-------~--~--. -
.x~;gin.~f 

Item' Statf Utility bount' ' 
---~-----~~--~~--~---~-~-----~~--~----------------~-----~~---~--~---- --
CUstomer advances - BOY $3,376. .. 1 $3,.60&.2' 

CUst. a~v. (this year) 32,3.,3 400.0 
Less : CUst. refunc1s (this 208.4' 208 .. 4 
Less : ''l'rns! to c:ontrl.b. (t 10'.0' 10.0. 

76.7 23.7% 
0 .. 0 O.ot 
0.0' o.ot 

----~-~--~------------ -----.. --...-..-..--~ 
NetCUst .. Ac1v. (this year) 104.9-' 181.6-
Weil'rhtint"'t factor . ~o. oot 50. oot 
wtcf!. avq~ Net CUst.; Adv.. 52'.4 90, .. 8- • 38:;'4 73'-.2t, 

76.7 73':2% 

Wtc1'" Avq.. cust.. Ac1vances ----342S.:;-----;697.:C;:-"---------26S:S----7 .. 8i 
contributions - BOY 7056-.& 7l87.5- 330,.9' 4.7t 

Additions (this year) 464.7 5-75-0 110.3 23.7t 
Add : 'I'rnsfr froXll cust. Ac1v 10,.0 10'_0' 0.0, 0.0% 
LesS :oepreciat1.on (this y 2'41 .. 6 241;.6 0.0 O .. ot 

~----~-------~-------- ---~~-----~-~~ Net . contributions (this. yea 2'33,.1· 343.4. 110.3 47 .. 3t 
weiqhti2'lg' factor . 50.00% so.oot" 
Wtcl. avg. net contributions' 116· .. 6·" 171 .. 7 . 5S.1 47 .. 3t 

------~--~----~-----~--~---~-------~----~--~ W.t~. Avq. Contributions 7173.,2- 7559 .. 2 386.0 5-.. 4t 

0.0> 0_0" 0.0 0'.0, 
Deferred Tax. Reserve :l,()<\7.~ ~ 2093.3. 0.0 0.0% 
oeterrecl J:'I'C 388 .. 2 388.2" 0 .. 0 O .. ot 
--~----~-----------------~------.-----------------~-------~~---- ---- --" Rate Base Deductions ""l:3,&83":r 13737' •. 7" 6.54.$ .5-.0% 

, ' 1:9~ 37·3:. " 

Wtd .. avq'. plant. in service 53180 .. 1 5609G~7 291.6 .. 6 s .. ~ 
Ac1~·: Workinq' capital . . . 
Materials " .u~pl es 248.3 248 .. 3 0.0 O.ot 

Gr0ef ... lJp :for Ad". and: Con. 665 .. 7 753.3 "3 87 .. & l.3.2' 
wor~~, Cash-Qperational .q 19'.50 352.S \i-;r·~f· 333.0 1707.7% 
Wor Cash~Lead':Lag -~.:...:.::!!:"! __ ~ ___ ~!~:! ____ .:. ____ J_1Dg_:l~.!! 

Total working capital C::Df..1 4006-:"9- 1704.0 1297 .. 1 31a.at 

Add : Common Utility All. 2380.3 2504 .. 6 124.3 
Less : Wtd.. ave;. depr. x-srv 14448~O 14643.4 l.9S.4 
Less : Rat. Ba$e Dea.uct1.ons,,,o")T;i;,e83.2 l.3737.7 654_S 
---------~--~-~-~-~-----~~--~-----~----~----------~-~-----------Avg ... depreciated rate base "496.1· 3l924 .. 2~.. .. 3488.1 12." 

,.r~8~.:l..· 
__________________ ._= __________ = _______ =_== ____ =na __ = ____________________________ __ 
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AIiJ/MFG/btr Item 3 
Agenda 9/7/89 

Decision PBOPOSEP PECISION OF AIJ GALYIH (Mailed· 8/7/89) 

BEFORE 'I'HE PUBLIC UTILITIES COMMISSION OF THE STATE OF IFORNIA 

In the Matter otthe Application ot ) 6 
San Ga))rie; valle~ Water Company ('O'-337-W» Appliea on 89-01-004 
tor authorl;ty to l;ncrease rates . ,..) (Filed, anua:r:y 4, 1989) 
charged tor water service in its ) 
Los Angeles County Division. ) 

-----------------------------------) 
Michael Whitehe~~, Attorney a Law, 

tor San Gabriel Valley W er 
Company, applicant. / 

Lawrence 0, Garci~, Attorn.,ey. at Law, 
and Mehdi Radpour, to,.%'·the Commission 

, Advisory' and compli~ce DiVision, Water 
utilities Branch., . 

By this opl;nl;on we uthorize rates of return on San 
Gal:>riel Valley Water Compan 's (San'Gabriel) Los Ang'eles County 
Division (LA. Division) rat' base for 1990, 1991, and 1992 of . 
10.97%, 11.01%, and· 11.07.,. respectively. 'l'herelated return on 

common equity is ll_90%.12·~OO%" And "lZ, .. 10% ,tor 1990, 1991,. and 
1992;'" respectively_ 
opinion: are:. 

Bl.ckax;gmad . 

revenue requirements, authorized by this 

Amount: ot . 
Increase" " 

$2,763,900 

79S,.O,OO 

74'4',500 

'PercentAge 
Increase' 

19'.59%. 

50.63 

4 .. 21' 

, f' 

On January 4, 1989, San Gabriel filed· an application to, 
. , 

increase the 'rates, it eharqesto:z; ,wa:ter •• rviee'in1ts',eLOS 'Anqeles. 
""', ... 

, .. 

- 1 -
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county Division. San Gabriel's last general rate proceeding was ~' 

filed in February ,1983 and a decision was issued in october 1983~ 
" San Gabriel's stock is wholly-owned ~y Utility Inve,t£ent 

Company.. The capital ,stock of San Gabriel' and' utility Investment 
Company are not listeaon a national securities eXebange~ 

San Gabriel, a California corporation" is en~ged in ,the 
business of produeing-, distributing, and: selling- water through two 

, '/ 
separate divisions, the Fontana Water Company, and: the Los Angeles 
county Division (LA Division). The Fontana Wate%/company' 
distributes and sells water in, San Bernardino~unty to, 
approximately 68,400 customers. The LA Division produces, 
distributes, and sells' water in Lo~ Angelet county to app.roximately 
43,400 active services including- privatel'fire service. 
Nature of RAte Bd,ie( Reg,ues:~' / 

San Gabriel requests appr~~al, to increase its LA, Division 
,I. 

rates for the years 1989' through ;,992. It requests approval of 
rates which would produce a const'8.nt 14.00% return on CODon equity 
in ,each of the four years. Th~return on, common e~£ty last found 
reasonable for the LA Divisi~ was 14.50% in 1983., 

According to' San cfabriel" the rate increase is necessary 
I ." ' 

because of a combination Ott circumstances, particularly the effect' 
of suDstantial increasesjin major expense it~ for Which rate 
relief cannot be obtained, throug-h the water utilities of:fset 
procedures, incre~~es;fn rate base and plant 'investment, and 
increases in cos't:s 0; long-term, 4ebt.. , " " ' 

, ' San Gabr±.el"sproposed:·revenue increases are summarized 

~s :follows:· !... ..... ..... ...• •.. 
'~'" Amount Eerow" 

f 

989' , $2,976,~0, 20 .. 5% 

'" 

1991 
776,.,500 4.4 

748:,700-
- " 

- 2 -
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San Gabriel, face more stable and reliable revenue streams than ~ 
other ·types of utilities beeausewater utilities use a renewable~ 
resource, face minimal threat of bypass, and are· allowed to, earn a 
return on construction work-in-progress., ~ 

Financial risk is associated with the proPortional level 
of debt to cap·ital.. Financial risk, inc:reases. as the l;r'l of de})t 
increases.. This is because as the level of debt inc;eases, the 
utility's contractual fixed, obligation to-make interest paYEents 
increases and the cost of marginal debt issues~. re~se. ' 

Debt financing is less expensive tha equity financing 
because interest payments on debt are generav.y less than returns 
paid to· common stockholders and because interrest payments are tax 

dedu~tible while returns on common equit~re not. T~e tax savings 
generated'by interest expense directly)Senefits ratepayers through 
a proportional reduction,of revenue re(quirement neees • 

.... Sieqal's Table 10 Showt:!t San Gabriel's recorded 
equity ratio has steadily increas from 45.00% in 1983 to 61 .. 19% 
in. 1988.. Sie9'al believes that S n Gabriel"s·' equity ratio should be 

reduced to pr~vent San Gabriel) rat~payers :rom' paY,ing for an 
unwarranted' h1gh level of equ!tyeap1talizatlon .. This reduction is 
based on an analysis of com;!arable companies .. comparability was 
based on three factors:, Vl)· listed in, C.A. 'l'Urner"s Telephone and 
Utility Reports, (2) that! realize at least 70% of revenues from 

I . 
water operations,. and (13) whose stock is publicly traded. 
According to S:iegal,. l:Ier recommendation' reasonably balances San 
. ' I· 
Gabriel's debt and ~ity structure because it enables san Gabriel 

I 
to competitively attract capital in the market place and provide 
service to ratep~ers with less equity capital thM it currently 
maintains~ San riel's 1988, common equity ratio of 61.19% is 
approximately 8: percentage points, hiqher than the 43.00% averaqe 
,~~mmon.quit ratio· 'Of Sieqal ':"qroup~: of 'compUable utilities' for " 
""1 ,. " ,. t 

the:.amey, .. ,'", 

. " 

- 29 -

~ ,.". 



• 

-'.' .' ~ 

", .-. ," 
A.89-0l-004 AlJ/H:FG/"i:Jtr' 

SuDsequent to the evidentiary proceeding, San Gabr:i.el 
provided an update of its balancing account undercollection. san 
Gabriel's April 3-0, 1989undercolleetion of $525:,440 was re~ceCl to 

$485-,458 at May 3l, 1989 •. This $39',982 decrease,. expecte<l'to 
continue., is partially. attr1butaDle to a 3.3% incr7' ase . n,. surcharge 
rates authorized by Reso'lution No,. W-343S:, dated 
April l2', 1989. . 

Because San Gabriel's undercollection ~lance is 
deereasinq on a monthly basis and because rates/in this application 

. / 

will not be effective until January 1" 19900a.n Gabriel should 
continue its current balanCing account surcharge rate~ However, , . 

when the undercollection balance reache~so,ooo or less;,." San 
Gabriel should file an advice letter w:f..tb. CACD setting forth a 
proposal to terminate its balancing aC'count ... 
Rate Design / 

There are no disputec1 r~e c:lesi911 issues.. CACO eoncurs 
with San Gabriel's proposal to' ~ply as much of the revenue 
increase as necessary to'the ~rvicecharge to bring Up, service 
charge' revenues from 40% to,~o~. as long as no group. of custome. rs 
receives an :i.ncrease greatef than.twice the system percentage 
increase. CACD also con06rs with San Cabriel's proposal to 
eliminate the' first bloclc (300 cf) ·of the schedule LA-I,. San 
Gabr:i.el's General Met~ed,Service Tariff .. 

San Gabrie,(proposes to discontinue its ta~iff schedule 
applicable to LA, Di..tision,'s Vallecito Zone IX taritfarea anCl to 

I ,. 
provide general metered· service throughout the Clivision pursuant to 
its tariff SCheJdn'ie LA-I •. Tbe Vallecito-rate Clifferential pertains 
to only a sxnal part of that system. Tbe application represents 

. I 
that there is;n0 need to maintain a,separate rate' schedule because 
the system is fully integrateCl into the ~ Division for operating 
and rat~ng purpose,s. ' . 

~a.n Gabriel's rate design proposal is in compliance with 
D'8~ 64 which autborized watar uti11t1ea'~ recover up ~ sot 

- .34 -
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Findings of Fact 

, 1.. 'l'headopted estimates of operating revenues,. ,operating 
expenses" rate base" and rate of return forLes years 1990 and 
1991 shown on Tables 1 and 2 are reasonable. , , 

2. A 10.97% rate of return on the $2 ,.398,,4,00 adopted rate 
base for test year 1990 is reasonable .. , I ' 

3. A, 11.01% rate' of return on the!s28,.463,700 adopted rate 
base for test year' 1991: is reasonable./ ' , 

4. A 11.01% ~eturn on 'rate' bale' for attrition year 1992 is 
reasonable.. " ,I ' 

5. CUstomers' participati~ at ~e public meetinq shows that 
San Gabriel's level of service ii adequate. 

I ' 
6. Notice of the,fow:-~ar'rate request was provided .. 

, ' , I. 
7. CACD did not present any results of operations or rate 

base estimates for 19'89. I ' , 
8.. This is San Gabliel"s first rate application since 1983. 

9. The RLP' aoes ~t require a water utility to file a rate 
application every thr~e' years, .. 

10. San GabrieV's earnings began slippinq in late: 1987;: 

however, it did not/tend~r its. Notice of Intent ,t~ file:,'a ,rate 
application untillecuber 1988. .' , 

11., San Gabriel'wants'to,'ilDplement 1990 authorized rates in 
1989.. / ' , , : 

12. San Gabriel had ample opportuni tyto- comment on the RLP 

betore it was/implemented in 1979. 
I ' 

13.. San Gabriel concurs that, 1989 revenue,. expense, and rate 
base estim~es cannot be developed, trom the record.. " 

14. 'jsan Gab~iel"s and CACD's labor, and non-labor innation 
tactors are outdated.. , , 

1.5/ The Hay 1989 inflation. factors are the b4:tst kno~ 
intlat!on faetors, in the' record. ' ',,' , 

{6. There i~' no,dispute o~ the number of' •• rvices or average 
I ' ' , , ,'" , " " , 

consumption per 'service .. , 
" f ,,'" 

/ .I': .. :~ ; . 

-,36 -
" . 

<.". 

\.: 
I , 



"'. ~,J . :.'.'" .' . 

... 
, , .' . 

" , 
" ...... , ,. 

17. San Gabriel concurs with CACI)'s revenue estbra/ 
, ' / 

18. San Gabriel concurs with CACD's revised pur<;):tased power 
estimate of $2,341,,600 and. $2,348,400' tor test years/l.990 and 1991., 
respectively_ '. '" ' ~, / ' 

. '19. Commuting between home and w~rk is notl'a utility 
tunction~ , / ' 

20.. CACD's method to· estimate other e,;q>enses and . 
miscellaneous. expenses normalizes. tluct7ua~ons within eaCh account 
over a period of time. 

21. The provision of ineidental~unChroomSupplies t~san 
Gabriel's employees eliminates ,the ~ed tor employees to leave the 
worlq>lace at lunch tilDe and promotes efficiency. 

I 
22. The upper San Gabriel }'unicipal Water District,. the San 

Gabriel Municipal Valley waterjDistriet I' watermaster, and the San 

Gabriel Valley Water Associa~on have agreed to'participate in.a 
concerted effort wi th" fede~, state, and local agencies to prevent 
additional pollutants an~e· spread of the plumes... , '. 

23. CACD and San Gabriel 'recommend that pollution litiqation 
~osts be recoverabletll'fough an,adviceletter filing •. 

24. pollutants·in the basin have been an issue in other water 
utilities' rate pro.!eedinqs.. .' ' 

25. San Ga:tr' el revised- its estimates for normal legal 
expenses subsequ ~,to. its testilDony and without justification. 

2G·. San G rl.e,l's· and CACD's FICA tax rates are inconsistent 
with the statu~ry tax rate~ . 

27.. San Gabriel "S long-term interest deduction· for tax 
purposes wil not produce an income tax expense commensurate with 
rate:making lant additiOns, revenues, and. expenses •. 

28'.. . e 1987 uMilled revenue tax impact -was litigated. in 
OIl 8·6-11 019. . . 

29. San Gabriel's.teat years, plant in .ervice estimates are 
/" ". 

based o~s 1984:,:. record.ed budget, . extrapolated.' at, .. a 10" yearly'. 
increaae .... · 

, . 

- :l7";'" 

',/ 



• ' 

-"I ';:." 

. ... ,.. 
A.89-01-004 AL1/MFG/btr, 

30. CACD's plant in service estimates are based on recorded 
1988 data and actual experience factors based on a comparison of 
budgeted and recorded plant additions~ 

31- San Gabriel includes a minimum bank balance in it 
working cash calculation requiring ratepayers to pay app~x1matelY 
$60,000 to maintain the minimum balance. ~ 

32. san Gabriel is only liable for $44,000 of ~nk charges if 
it doesn't maintain a lninimum bank balance' .. 

33. San Gabriel's equity ratios'are base on projected' 
earnings and earnings growth, anticipated f' anci~g, and' projected 
dividend payouts. ' 

I ' 

34.' ORA-'s equity ratios are based n its projected balance of 
, ' 

San Gabriel's b~siness risks and fina cia1 risks~ 
35-. Debt financinq is less e ensive than equity financing. 
36 .. San Gabriel's recorded' ity ratio bas steadily 

increased from 4$.00% in 1983 t 61 .. 19% in 1988. 
37 .. mnonequityratio· of 61.1~% is 

approximately 18' percentage oints hi¢.er,than the 43.00% 'average 
common equity ratioofORAl,s9'rou~ of comparable utilities for'the 
same year. 

38. San Gabriel a tempts to· maintain an equity ratio between 
a hiqh of 60 .. 00% to' a flow of 45.00%,. ' . 

39. San Gabriei's equity ratio is headin9 downward. 
40. There 1S;£0' si~iticant difference between San Gabriel's 

and ORA's cost of/debt factors .. 
41. DRA.'S;detailed analysis.on the, cost of equity produces a 

reasonable range of return on· common equity for San G4))riel. 
42., sar Gabriel,'s ,balancing ,account sureharqe was. authorized. 

by ,ReSolut~on No., W-3,4'38', on ,April 12', .1989.., .'" . 
. 43., ;san Gabriel"a,rate design p,~oposal·.is in compliance with 

D.86764 • . ..... 

- 3,8-
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Conclusions of Lay 
1. The May 1989 labor and non-labor inflation factors sbould 

be adopted. ". ~ 
2. San Gabriel's estimate$ on the number of ervices and • 

average eonsump.tio~, estimates' for' the test years ~ ould' be: adopted_ 
3. CACD' s revenue estimates for the test/years should be 

adopte:: Ratepayer!> should lIot·be required~compensate San 

Gabriel for exeeutive eommute expenses. ~ 
s.. CACD's estimates' for other. ,operating expense and 

maintenance expense should'be adoptedl..'. . 
6·. CACD"s employ~e lUnchroom/suPPlies and· awards reduction 

should not be adopted. ~ 
7. Proposed pollution l~::~tion costs should not be 

recovered through the advice letter tiling procedure. 
I 

8. CACD's legal ere e estimates should be adopted. 
9. Statutory FICA r, tes'Should, be used tor test years 1990 

and 1991. 

10. Interest deduetionstor tax calculation purposes shOUld 
be based on, the adopt~~wei9hted cost of debt. , 

'. I, 
11. The 198~ unbilled revenue tax impact should not be 

adopted in this prlceedinq _ . 
. I -

12. CACD's/testyear plant,estimates should be adopted. 
13. A miniomum bank balance should~ not be included in the ' 

working cash· c'lculation. . .' 
14 • s~1 Gabriel's. equity ratio, . should' be reduced· in' a . gradual 

manner. ;, 
15. ,Pan Gabriel"s- return on equity sbould be inereased .in 

each test' year and. attrition year to compensate: it tor the i / " ,'.'" " ' ", ,. '. ' . 

.' addit'iopal risk it'~ll" incur t~o~the y~rly r~~ucti~n i~ the 
:" common/.qui ty ratio~ . , ,'.' , ' " '" ' ',.1 ' .. ' " , 

- 39-
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16. San Gabriel's rate design proposal shoul be adopted as 
long as no group of customers receives an increari greater than 
twice the system percentage increase.. /. .' 

17. The increase in rates and chargesjSuthorized in 
Appendixes A and :a. are just and' reasonable.( and the present rates. 

,( 
and charges insofar as. they cUtter trom, :those pre,scribed are tor 
the future unjust and unreaSOnable~. , . ' 

. . . 

18. San Gabriel's request tor. ater~lief prior to its test 
years should be denied because it' icl not demonstrate that its 1989 
.' . '/ ' , 

rates are unreasonable ancl because such requestecl: relief is not in 
accordance with· the RLP. ~ , . . .. 

19.CACC's working cash allowance 'method should be used and 
the working cash'allowance $. oul~be based on'rates authorized by 
thi's decision.· .', . / ,"',' 

. 20~ 'rhe apPlicatio," should~qranted to', the extent' provided 
by the following 

ORDER 

IT IS ORDERED that: 
1. San Ga;triel Valley Water Company (San Gabriel) is 

authorizecl to ~le the revised schedules tor its Los Angeles County 
I 

Division (LA. o'ivision) attached to, this order as Appendix A. This 
tflinq Shall;!e0mP1Y with General Order (CO)' Series 9&. The 
ettective date of the revised schedules shall. be January 1, 1990. '. I . 

'!'he revised schedules. shall apply only to service rendered on and 
after!l thr effective date., , . . 

2.. On or atter NovemJ:)er ,5., 1990, San Gabriel is authorized 
to til an advice letter I with appropriate workpapers, requesting 
ste~pl te iJ'llcreases tor 1991 included in Appendix :S, for the seCOM 
year' step rate increase~ adjusted to' reflect the rates in eftect 
and ormal ratemakinq adjustments'~or the 1Z months ending 
September 30, 1990, exc.ed.a the lat.~, ot (a.) the 'rate' of return· . 

- 40'-
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found reasonable by the commission for San Gabriel during the 
corresponding period in the then most recent rate decision, or 
Cb) 11.01%. This filing shall comply with GO Series 9&. The 
requested rates shall be reviewed by Commission Adviso and 
COlnpliance Di':'ision (CACD) to· determine their confonri'ty with this 
order and shall go- into.'effect upon CACD's'determi tion of 
conformity. CACD shall inform,:the Commission, if it, :finds that the 
proposed step- rates are not in-accord with th . decision, and the 
Commission may then,lnodity the increase. T~ effective date- of the 
revised schedules shall be no: earlier tha January 1, 1991, or 40 
days after the filinq of the step· rate, hichever is later. ~ 
revised schedules shall apply only' to- ervice rendered 'on and atter 
their effective date. 

3. On or atter November~, 991, San Gabriel is authorized 
to file an advice letter, with. ~ropriate workpapers, requesting 
step· rate increases tor 1992 i~luded in Appendix B, tor the third 
year's step rate increase, ad,:fusted· to-reflect the rates in effect 
and normal ratelIlakinq adj,usents- tor the 12 months ending 
September 30, 1991, excee s the later ot (a) the rate' of return 
found reasonable by the ommission tor San Gabriel during the 
corresponding period i the 'then, most recent rate deCision, or 
(b) 11.07%. This ti nq shall comply with GO series 96·. The 
requested rates sha 1 be reviewed by CACDto, dete~ine their, 
conformity with s order and, shall qo into e:ffect upon CACO's 
determination of conformity. CACO shall intor.m. the Commission· if 
it finds· that t e proposed step rates are not in accord with the 
decision, a~d.~e commission lnay then modify the increase~ The 
effective do. ot.the revised sehedules shall bene- earlier than 

January 1, 92, or 40 days after the filinq of the'step.rate, 
whicheyer Is later. The revised schedules, shall .. apply only to
service r ndered on and· after their effective date.. , 

". '. 4. '. San Gabriel's request' to· _implement .1990' authorized rates 
in: , 1989' :s, denied:.' ., ,."" 

".,' :, 
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s. San Gabri~l may accumulate pollution litiqation costs in 
a deferred debit account ~ring its test years and, attrition year. 
If the deferred debit a060unt is used, san Gabriel shall file, as 
part of its next qener~ rate proceeding, workpapers that show that 
a eost benefit analysis was eonducted prior to embar~n9 on- such 
litigation, and ben~it$ d~rived by its,ratepayers. and~its' . 

I ' - , . 
stockholders from'~eurring such costs. It shall als~provide a 
prop~sal to seek r'~covery of reasonU>le' litigation costs from its 
ratepayers and f!om its stockholders. -

I . 

6. San Gabriel shall continue to· use the balancing account 
surcharge rate/currentlY':l:n effect.. ~en :itsundereollected., 
balance reaches $50,OOO'or less, San Gabriel shall file an adviee' 
letter with the Commission AdvisorY and Compliance Division 
Director se~tin9"fo~h a proposal. t~.terminate its balancing 
account .. 

is· effective today. 
_________ ,. at san Francisc~,. California •. 

••••••• : "',." 
, ..' ,.~ - 42 -
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, PaPPLICATION A'.S,9-01-004 

'.' 

SanGabr.lel. valley Water 0 i'len:r 
Ios Pmelts o:wtY piyisiqn' 

/ 
Each of the follcwinq increases in rates' 'l!JlJ:f be' plt :into e:trect Cl'l the 

indicated date by fillin3' a rate sc:heClule l4lich ~ the~'iate inc::tease 
to the rate Wich ~d othe:rwise be in effect . en, that date,/" 

ZOne I Xln:bza.1m., 0W:ge 
For each ir.ri~tion delivexy sc:bedul •• 

OlDntityRates /. 
First 1,,800 cu •. ttr or less ..... " " • 
OVer 1,.800 cu. ft., per 100 Ol .. ;tt" .. . .' 

Zone II Hin:iDlm. Qw:ge' . /.' , 
For each ir.ri9ation cSeli~ sc:bec!uled. .. 

Quantity ~ / '. 
First 1,.800 cu. ft. or ,.ress.. • .. .. • • .. .. • 
OVer 1,.800 cu. tt .. ,. ~ 100 CU .. , tt • .. ..• . 

SChedule !:A-d'. . 
For' eac::h inch. of"dic' !lme'Cer of service .. .. .. .. 

SChedule :t.A:9C 

For si~ eonstruction, per 100 sq. tt. .. 
For ~ cu:rk> construetion, per 

100 li,rieaJ. feet ................... . 
For 'b."erieh settling', per lineal foot of 

sect1.on of treneh 2 feet "a:! 4 feet • .. • .. 
For sPril'lla.in:; SI.lbq.asde of stteet and 

rcaMy eonstruction in ax:plication of oil 
or IJ'rt'f fom of patentec1 oil pavin; or 
)Nrfaeing,. or for rollirq 8l'X1 settl:i.rq 

I subg'ra(ie" per 3,.000 sq. ft .. of. roaclway ... 
or,cx:I11,)aeti~ of fill,. per cubic yud: of 
fID ~ •. ', •• " •• '. _ .' ......... _ .. 

For water delivered. 'to· tank wagon or trudc, 
per, ,100 qallalS':' .. ... • • .. .. .' .... ' .... • • 

Hin:i:auD. 0l0!Jrge: 

For arty service xenr:Sel:ad. under 'this : 
sc:::tladl.1l.e· • • • • • • • • • • ,. .• • • • • • 

.. (END OF, APPEND,IX S)' 

Etfective D!It;.es. 
, 1-1-91 

Per Meter 

$ 0.60" 

0.60 
0.032 

0.,70 

0.70 
0.~36 

0.25-

0 .. 01 

0.02 

0.001 

0.17 

0~001 

0 .. 004 

0 .. 60 

0.25 

1-1-92' 

Per Month 

0.60, 

0.60 
0.029 

0.60· 

0.60 
0.033, 

0.20 

0.01 

0.02 

0.001 

0 .. 17 

0.001 

0.003 

0 .. 50 

0.20 
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APPLICATION A.89 M 01-004 AmH:XDC,c. 

Pagel 

San G8brlel. Valley·water 02ipI.1f' 
Ios ArxJeles County Division. 

AOOPX:E:D. Q01\Nl"ITIES. . 

1. . Net to Gross z.t1l tiplier: 1.6874% 

2 .. Federal Ino:me Tax Rate:. 34% 

3. state Inc:ane o;r.,x Rate: 9~3t 

4. Ioc:al. 'l'ax Rate~ '0.8171% 
.. 

5,." t1noollectil:lle .. Rate: 
. , , 

O.lS19%" .' 

6. . Water SUpply COst 

A-l CEt1WO - Purchased Water 

B-l Central Basin - Replenishment 
98l.12 

5,.248.51 

2,.691.51 

•

C-1 

0-1 

E-l 

la,30S.80 

17,860.79 

1,.000.00 

30,330.38. 
4Z,399~22' 

985.47 

5,27l.85· 

2,694'.85 

1$;308 .. 80' 

18:,02i,.ss 

l.,OOO.OO 

36,330 .. 38' 
42,587.70' . 

l22Q 

'rotal. o:st 
unit of 
COst; ~ 

($) ('.1lXIUsancls) 

232_3011 227.9' 

61~OOV 320'_2 

87.71V 234.3 

- l.8U 
"J .. oiV 54.9 

158.0021 2,822'.0 
139..2~/ 139~2 

. 2, .. sOV 90-4 - 3,890.' 

Wl 

232.3011 228.9 
61.0021 321.6· 
8'~711j' 236.4 

l.aV 
3~rJ.I 54.9 

158.rJ.I 2,847.4 

l:J9'.,;v , 139.2 

2...siV·' 90.83 
- . . ,·:3·,921.~'·.,' 
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APPLICATION A.89-01-004 

-". 

AP.I?mOlXC 
Page 3 

San Gabriel. Valley, water <'tIzpmy' 
los Arseles' county Pivision 

AlX2PX'ED CXTANl'X'txl$' 

. 8. Number of SEp;yiges - Met&r Size , '1990 

9. 

. 5/8., x 3/4 
3/4 
1 
1. 1/2 " 
2 
3 
4 
6 
8 

10 
12 
14 
2-2 
3-2 
4-2' 
2-3 
3-3: 
2-4 
3~4 
1-8-,. :1-2 

I 
o -200 
CNeaI.200 

,''l."OrAL 

34-,13 
3,,. e9 
4 21,', 

·921 
979: 

J.5.- .' 
10' 
7 

11' " 
3 

1 
129 

28 
6 
1 
1 
4 
3 
1 

43,446 

'34,366, _ 
3,191. 
4,046 

928" 
986' 
lS 
10' . 
7 

11 
3-

1 
130 

28 
6' 
1 
1 
4 
3 
1. 

43,,739 

11,505,.700 
6 ,:042,.100 

11,584,600 
6,041,200' 

17,547,800' . 17,625,.800 
,', 
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• • Paqe 5 

san Gabriel. valley Water 0 "CsJY' 
lAs We1es'C'glrJty piyisioo 

....... :1,'" > •• ,'. • • 

tl'tility Plant, Dep:ec:I.at::I..~. and, :Rata . . ,. , 

.Plant PI:J'l 
utility' Add. 
Mv8noe.s 
Cont:r:il:lUtions. 

'l'otal. k1c1itions . 

Retirement· 
PlMt FIO'l " 

. Weight.inq· Fac:tor 
WeighteCrAv~ Plant 

IEPREC:XATICN ~ 

Re:se:rve "IlO'l . 
A1Imtization ReSe.r.re 
Clea:rinq 
Ccn1::dbltion 
Depreciation Expense 

'l'oUlJ. .'Aoc:r::ual . 

Reti%ement . 
Reserve m'l 

Weight:in; Factor 
Weightecl Average fDe;n::ec:.. Reserve 

RATE PA$E , 

Weighted. Ayerage utility Plant 
Material anct· SUpplies . 
Wo~ casn Allowance 
~tion.~e . 
NN., construction 
Contr:i.l:Iution 
Grcss/9P" for ··NN.and c.cnt::dl::ution 
General Office. 0r:mD0n Plant . 
Defe:i:"xed 'I'a)c Reserve 

.. ' ~~:rIY: .. ' 

··T~··~· 

. ,989.9' 
2,762.3-
. 323.3· 

464 .. 7 
3,.550.3" 

• ! 

192:.,2' 
Sl~348.0 .' 

. SO·.O%..' 
49,669'.0' 

12',980 ... 7 
0.1' 

'. 68:.0 
205 .. 5;' 
840.S:' . 

1,1l4'~.1. 

192'.2" .. 
'13,902':6-

SO'.O% 
13,441~7 

49,667.0 
243.4 

-533.3 
-13,441_7. 
-3,321.1 
-6,933.4, 

582.7. ' 
2.,291~9 

-1,,958-.3 
-400.0 

" .". 

26,399 . ..2:' 

51,348.0, 
3,054.3 . 

323.3 
'.464'.7 

3,842-..3, .. 

178:.:2; . 
5S,012'~2' 

., 
SO.O% 

53,180.1 

13,902'.6-
0.0' 

74.5-
228:~8'i 
96S~7 ! 

1,269.0 1 

. . 1 

178.2! . 
14,993,.,4 i 

50.0% 
14,448.0 ! 

, . 
53,180.1 ~ 

248.3 I 

-521.5-
-14,448.0 
-3,428.5-
-7-,173.2 I 

·665.7 
2,383'.3' 

-2',047.4 
-388.2'1 . 

I 
I 

• I 

28,464.6,: 

I 
~ .') . 


