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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

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

(For appearances see Decision 89-01-043.) 

Additional Appearances 

Robert H. clark, Attorney at Law, and 
PaUl N. Geeson t for Morongo Valley 
community serv1ces District; Susan 
coyle, Charlotte de stone, Ronald B. 
Flick, Ardelle Gritten, Marianne 
Haines, Jeannie Lindberg, Donald W. 
Shermoen, for themselves; and Jon 
Sebba, for Ron Flickl interested 
parties. 

Substitution of Appearance 

Han L. Onq, for the commission Advisory 
and Compliance Division. 

OPINION 

Summary of Decision 
This decision authorizes the following rate increases to 

southern California Water Company (SoCalWater) for its Desert 
District. 

1989 1990 1991 
Amount Percent Amount Percent Amount Percent 

$133,000 9.52% $48,310 - 3.24% $36,600 2.18% 
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The inoreases are based on rates of-return on 
SoCalWater's rate base of 10.91\, 10.95\, and 10.99\ for 1989, 

1990, and 1991, respeotively. The related return on common equity, . 
is a constant 12%. 

This deoision also authorizes SocalWater to oharge a 
connection fee in the 'Desert District on a trial basis until 
further Co~mission order. 
lmckground 

On May 15, 1988, SoCalWater filed Application 
(A.) 88-05-021 requesting rate inoreases for its Desert District. 
Concurrently with the rate inorease request for the Desett 
District, SoCalWater also filed applications for rate increases in 
i~s Barstow, Los Osos, Metropolitan, and Bear Valley (Electric) 
Districts. 

On January 27, 1989, the commission issued Decision 
(D.) 89-01-043 which authorized rate increases for all other 
districts except the Desert District. In 0.89-01-043, the 
Commission eXpressed concern over the high water rates in the 
Desert District and also concluded that the district had serious 
service problems. The commission, while adopting a summary of 
earnings for the Desert District, deferred the rate revision for 
the district and ordered SoCalWater to prepare a report on the 
short-term and long-term plans for improving the service in the 
Desert District and to address certain proposals made by the water 

. . 

, 

, 

utilities Branch (Branoh) of the Comm,ission. Advisory and Compliance . 
Division to provide relief from high rates in the dist~iot •. ,The :.;,,:.. .. ~~ .. .:: ., ,". 
commission also ~rdered Branch t~" file ~o~ents· on SOCalW8.ter,'"s!s~"{~l~·/'~, .... <::~:: ':; 

• . ': -. .l;~:~j;-~;:{f~:.·~.t I't'i" . report. . .' . :':;. :::.{'~-)""~~'~<' J._}', 

As .0J~~ered by the co~~~,~_~o~,. socalw~~~~_,~_~~>}~r~l),~"~. ii.X!~~'~~trl~0r~~~ 
their _repo~~ •. ,. Hea!:in?s C?~, ~e ,reports were held before :".~~,~.9t~~1\;~~h*tt~;2~,,~%t\~ 
Administrative I.aw Judge Gard~ in Yucca Valley on August 9,' 1989~'.~:...t~"(~!"\~;'<i 

.. '"- r·· . ". . ;.. ': .;.. ~- - .. "-I' • ~ - • •• .. ~ • \ • ~_.~ _ ;. < ~'~::.; ~ '1-.!" 1 ~ 'l.~ ~. 
and in victorville on August 9 and 10, 1989. Both SOCalWater 'and'~ -~.'.:!:~:; ~r"'/ 

.j) • 

Branoh presented witnesses and introduced eXhibits into evidence •. " <"" 
1I" ; • .:-~... ~ • 

. ~ , 
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In addition, members of the public and representatives of certain 
orqanizations made statements or appeared as witnesses. 
Tbe District 

The Desert Distriot is divided into two main service 
areas known as llorongo valley and victorville which are further 
divided into separate systems. 1n the northerly area, victorvillej 
customers are served from five separate systems, victorville #1 
through victorville #5, spread between LUcerne valley on the east 
and Apple Valley-victorville on the west. The Morongo Valley 
service area, which is subdivided into two separate systems, is 
located in the high desert of southern california, northeast of 
palm Springs and just southwest of Yucca valley. 

The water supply for both the Morongo'Valley and 
victorville service areas is obtained from water wells. In the 
Morongo Valley service area there are two wells in the Del Norte 
system and six wells in the Del Sur system, two of which are not 
producing and are scheduled for abandonment. 

The water produced from the wells is currently being 
served with little or no treatment except at one of the wells 
supplying Victorville #3 system. The water from th~s well contains 
high level of fluoride and is used only in an emergency. The wells 
will require additional treatment and testing to meet the 
requirements of the california Department of Health services. 

As of December 31, 1987, there were approximately 714,580 

feet of distribution mains in the Desert District. Of this, 
approximately 590,970 feet are in the Victorville service area and 
the remaining 123,610 feet are in the Morongo Valley service area. 

The district's storage consists of 12 steel tanks. There 
are seven tanks in Victorville with a combined capacity of 
1,003,000 qallons. The other five tanks, with a combined capacity 
of 496,700 gallons, are in Morongo Valley. 

The Victorville service area and the Morongo Valley 
service area have 2,297 and 888 customers, respectively. 
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Service Issues 

SoCalWaterts Plans for Improvements 
According to SoCalWater, it has taken or plans tte 

following actions to improve the service in the districts 
Victorville Service Area 

A. Water Quality 
1. SoCalWater implemented a flushing program 

for the mains for Victorville 14 system in 
March 1989. At the completion of the 
hearing, 90% of the Victorville 14 system 
had been flushed. SOCalWater plans to 
extend the flushing program to other 
systems in the Victorville service area. 

2. soealWater has changed the oil-lubricated 
well pumps to water-lubricated pumps in the 
Victorville service area. This conversion 
along with the flushing program will 
eliminate the oil residue from the water. 

3. SoealWater has treated the Bear Valley Well 
to eliminate the source of nonpathogenic 
iron bacteria. SoCalWater is developing a 
formalized schedule to treat other wells. 

B. Leaks and Fire Flow Reguire.ents 
Most of the mains in Victorville 11 and 14 systems were 

installed before SoCalWater purchased the system in 1962. The 
mains are undersized steel pipes and are deteriorating. The 
deterioration of mains is causing a high number of leaks. 

In addition to the problem of leaks, the old undersized 
mains fail to deliver the required fire flow. Because of this 
inadequacy, the Apple Valley F~re Protection District (AVFPD) on 
October 10, 1985 adopted Resolution 85-143 which imposed a building 
moratorium within Victorville II and 14 systems. After socalWater 
made the necessary improvements, the AVFPD on October 8, 1987 
lifted the building restriction in Victorville II system. The 
restriction remains in effect for Victorville 14 system . 
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To address the above problems, SoCalWater revised its 
capital budget for system supply and distribution improvements for 
1989, 1990, and 1991. In its revised budget,l SoCalWater 
proposes an extensive main replacement program for 1989, 1990, and 
1991. The main replacement program also includes interconnection 
of Victorville 14 system with Apple Valley Ranchos Water Company 
and Victorville 11 system. Along with the main replacement 
program, the revised budget also include other improvements such as 
improved storage capacity, pumping facilities, etc. 

After the improvements proposed for 1989, 1990, and 1991 
are completed, there will be 251,000 feet of steel mains remaining 
in the Victorville service area. SoCalWater estimates that 
replacement of the remaining 251,400 feet of steel mains, including 
services, houselines, and fire hydrants will cost $7.6 million if 
it is completed over a IS-year period beginning in 1992. To 
complete the replacement in 15 years SoCalWater will have to 
replace an average of 16,750 feet per year at a cost of $500,000 
per year in 1989 dollars. 

c. Other Improvements 
SoCalWater extended the district office hours in the 

Victorville service area from half-day to full day in April 1988. 
The increase in office hours was required by the rapid customer 
growth in the area. In May 1988, SocalWater also added a full-time 
service person to reduce overtime and improve response to requests 
for customer service and leak repairs. 

1 The details of the revised budget is included in Exhibit 5-2 
entitled ·Southern California Water Company, Desert District Report 
in compliance with Ordering Paragraph 4 of Decision 89-01-043.-
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Morongo Valley Service Area 
A. Leaks 

Except for high rates, most customer complaints for the 
Morongo service area were regarding leaks. In 1988, there were 344 
reported complaints regarding leaks. SoCalWater completed a leak 
detection study on all mains in the Morongo Valley service area in 
September 1988. The study detected approximately 75 leaks which 
were repaired. 

In addition to the leak detection program, SoCalWater has 
ongoing main replacement program ordered by 0.83-08-006. 
0.83-08-006 ordered SoCalWater to implement a 10-year main 
replacement program to reduce water loss from leaks. In late 1984, 
the main replacement program was held in abeyance due to a possible 
takeover of the system by the county of san Bernardino. When the 
county abandoned its plans to acquire the system in 1986, the 
Commission, in 0.87-11-008, ordered SoCalWater to resurrect the 
main replacement program. 0.97-11-008 also extended the 
replacement period from 10 years to 15 years. 

SoCalWater expects to replace approximately 40,000 feet 
undersized steel mains with PVC pipes by 1990. SoCalWater is 
replacing mains at the rate of 3,600 feet per year. 

B. New Office 
In September 1989, SocalWater opened a local district 

office in Morongo Valley to provide half-time service to customers 
for such activities as bill payment, bill inquiries, service 
requests, and complaints. About 90 customers pay their bill at the 
office. Before the opening of the district office, Morongo Valley 
customers were served through SocalWater's Claremont Office which 
is about 90 miles from Morongo Valley. 

c. Additional Employee 
In February 1999, SoCalWater employed an additional full­

time temporary employee to the work force" to improve response time 
to customer service requests and complaints. This addition brings 
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the Morongo Valley service area work force complement to one 
foreman and two full-tiMe service persons. 10 addition, the 
Morongo Valley Service Area is supervised by the Pomona Valley 
District Superintendent. 
Branch's Position 

Branch reviewed SoCalWater's proposed improvements for 
1989, 1990, and 1991 and conducted its own field investigation. 
Based ort its analysis, Branch believes that the proposed 
improvement program is reasonable and will achieve the desired 
results. 

As to the proposed improvements to the fire flow 
capabilities in the Victorville service area, Fire Chief Lewis 6f 
the AVFPD recommended that the Commission approve the improvements. 

While Branch is in substantial agreement with 
SoCalWater's plans for improving service in the district, it 
disagrees with SoCalWater regarding the following three issues! 

1. Whether the new employee added in the 
Morongo Valley service area should be a 
full-time or a half-time employee: 

2. The addition of a new truck each for the 
Morongo Valley and Victorville service 
areas, and 

3. The extent of future main replacements in 
the Victorville service area. 

Additional Pull-Time Employee In Morongo Valley Service Area 
As mentioned earlier, in February 1989, socalWater hired 

an additional employee in its Morongo Valley service Area, bringing 
the total number of employees to three. Ever since being hired, 
the new employee has been working full time. Thts position was not 
included 1n SoCalWater's originally proposed budget in A.89-0S-021 
and the expense for the position is not included in the adopted 
summary of earnings in D.89-01-043 . 
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Branch believes that the new employee should work half­
time. Branch asserts that funding tor the full-time position being 
requested is not reasonable since Moronqo Valley service area's 
payroll per customer at $5.58 is higher than Victorville service 
area's payroll per customer of $5.53. According to Branch, the 
payroll per customer will increase to $7.53 or $6.56 depending on 
whether the new employee is authorized on a full-time or half-time 
basis. Branch points out that the salary of a half-time employee 
is very close to the overtime pay paid to the regular employees in 
1988. 

Branch contends that the need for service calls in the 
Morongo Valley service area will decrease as the system 
improvements are completed. Therefore, Branch opines that a half­
time employee should be adequate to meet the service needs in 
Morongo valley. 

SoCalWater contends that the addition of the new employee 
has resulted in a number of benefits to its customers in Morongo 
Valley. According to SoCalWater, hiring of the new employee has 
brought about a significant drop in overtime as well as decrease in 
uncollectible accounts receivable in the service area. SoCalWater 
asserts that the greatest benefit to be realized by adding the new 
employee on a full-time rather than half-time basis is that it will 
allow SoCalWater to perform flushing and maintenance of the mains 
which have been ignored in the past for want of manpower. 
SocalWater maintains that the Moronqo Valley system is a complex 
system with nine separate pressure zones requiring the additional 
employee on a full-time basis. 
Discussion 

The new employee has worked full time since being hired 
in February 1989. Even with the new employee working full time, 
some overtime was still needed in the Morongo Valley service area. 
This clearly indicates that the new employee needs to work full 
time • 
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We appreciate Branch's concern regarding the high pay~oll 
per customer ratio in the Morongo Valley service area. However, 
the higher ratio results mainly because the Morongo Valley service 
area has less than half the number of customers in the Victorville 
service area. We also agree with Branch that the need for service 
calls will decrease as the system improvements are completed. 
However, we do not expect such reduction to occur in this rate case 
cycle. We will authorize the additional employee on a full-time 
basis for the Morongo Valley service area. 

While we authorize funding for the full-time employee, we 
emphasize such authorization does not provide SocalWater a -blank 
check- to spend unlimited funds to improve the service in the 
district. We expect SoCalWater to restrict its staffing to a level 
necessary to achieve the required results. 
Additional Trucks 

SoCalWater's capital budget program includes funds for 

the purchase of an additional truck for each of the two service 
areas in the Desert District. Accordingly, it requests that the 
adopted summary of earnings reflect these additional vehicles. 
Branch opposes the request tor new trucks. 

According to SoCalWater, the additional truck in Morongo 
Valley is for the use of the new employee. SoCalWater contends 
that all three employees in the service area are often in the field 
and making service calls and therefore, require separate vehicles. 
The additional truck in the Victorville service area will replace a 
leased truck, with no net increase in the number of vehicles. 

Branch opposes the request for two additional trucks 
because Soc~lwater's request amounts to one truck per service 
person. Branch contends that SoCalWater's request does not make 
allowance for the time spent by service person in the office and 
vacation and sick leave time of employees. Branch maintains that 
frequently more than one service person is needed for service calls 
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and that service persons should share the trucks and get by with 
fewer trucks. 
Discussion 

A water utility service person performs tasks such as 
checking well sites, static wate~ levels in wells, pumping levels, 
oil leVels in the pumps, fixing water mains, and responding to 
other system and customer needs. These tasks usually involve one 
service person. Therefore, socalWater's request for one truck per 
service person is not unreasonable. " FUrthermore, one truck per 
service employee is also necessitated by the possibility of Ona 
vehicle being out of service from time to time. Accordingly, we 
will authorize SocalWater's request for two new trucks. 
Victorville service Hain-ReplacementProqram 

As mentioned aarlier, SoCalWater proposes extensive main 
replacement program in 1989, 1990, and 1991 as part of its system 
improvement proposals. Following this main replacement program 
there will be 251,400 feet of steel mains remaining in the 
Victorville service area. socalWater estimatas that replacement of 
the remaining 251,400 feet"of steel mains, including services, 
houselines, and fire hydrants will cost $7.6 million if it is 
completed over a 15-year period beginning in 1992. To complete the 
replacement in 15 years soCalWater will have to replace an average 
of 16,750 feet per year at a cost of $500,000 per year in 1989 
dollars. 

Branch believes that socalWater should be required to 
proceed with the I5-year main replacement program beginning in 
1992. However, soCalwater believes that these replacement costs if 
included in the rate base, would have a tremendous impact on rates. 
According to soCalWater, such rate impacts could be devastating on 
ratepayers already burdened with high rates. Therefore, SoCalWater 
requests that this type of replacement program should only be 
ordered if alternate means of financing, discussed later in this 
order, are adopted • 

10 
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Discussion 
We agree with SOCalWater that the main replacement 

program beginning with 1992 will have a large impact on the rates 
in the district and that alternate means of financing capital 
improvements will be necessary. Since we are authorizing, later in 
this order, an alternate method of financing capital improvements, 
we will require SoCalWater to complete the 1S-year main replacement 

program beginning 1992. 

Relief from High Rates 

In addition to the service problems, the customers in the 
Desert District pay high rates. The primary cause of high rates in 
the Desert District is that the district is sparsely populated. 
Fewer customers bear the cost of building and maintaining the plant 
needed to provide the service. Unlike energy and communications 
utilities, water utility districts are treated as self-contained 
systems for rate setting purposes. Therefore, customers of small 
water districts frequently have high rates for their service 
compared to customers of larger districts. 

0.89-01-043 ordered SoCalWater to consider the following 
Bratlch-recomrnended remedies to alleviate the proble·m of high rates 

in the districtl 
1. 

2. 

3. 

4. 

Institution of connection fees. 

Institution of availability charges to be 
applied to empty lots for fire protection. 

Condemnation and acquisition of the water 
systems by public agencies. 

Using the gain on sale of the La Quinta 
service area of the Desert District for 
improving the Morongo Valley and 
Victorville service areas • 
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Institution of connection Fee 
The commission sets rates for water utilities based on 

unique circumstances associated with each utility/s system(s). 
Water rates are designed to recover the fi~ed costs and variable 
costs incurred in providing service to the customers. Fi~ed costs 
are expenses which do not vary with consumption. They include 
maintenance expenses, administrative and general expenses such as 
customer accounts and rent, property taxes, depreciation expense, 
and a return on investment. Fixed costs are partially recovered 
through a service charge which the customers pay whether or not 
they use any water. Variable costs are those costs which are 
dependent.on.consumption. They include expenses for purchased 
power, purchased water, chemicals, income taxes, and' 
uncollectibles. Variable costs are usuallY recovered from 
commodity rates. 

The Commission's water utility rate design policy, 
established in D.86-05-~641 requires that service charges be set to 
recover up to 50% of fixed costs. The policy also limits the / 
number of commodity blocks to three, permits seasonal rates in 
resort areas, and requires lifeline rates to be phased out. 

PUblic water agencies or local community service 
districts set their rates in different ways. Local governments 
generate capital through large ·connection fees n charged for making 
a new connection. They do not earn a return on their investments, 
nor do they pay income taxes. They may obtain governmental grant 
funds for system improvement. For thes~ reasons, their rates can 
b~ lower than those of private utilities. 

The commission's General order (GO) 103 does not allow 
its regulated water utilities to charge connection fees to its new 
customers. The main extension rules for water utilities allow the 
first 50 feet of an extension for a new connection to be installed 
by the utility without any charge. The customer requesting the new 
connection is charged for extensions over 50 feet. The main 

- 12 -



• 

• 

• 

A.88-05-021 ALJ/AVG/btr * 

extension rules also Allow the finanoing of extensions through 
~ 

contributions in aid of construotion and advances for construction. 
-- While the main extension rules allow recovery of a 

portion of extension costs, they do not cOVer the costs of system 
improvements needed to serve the newly connected customers. A 
conneotion fee charqed for a new connection can be used to fund 
needed improvements in the system. socalwater favors the 
institution of such fees for new connections. Branch is not 
totally opposed to the idea of charging connection fees. However, 
Branch believes that authorization of a connection fee would be a 
major deviation from GO 103, the main extension rules, and a 
longstanding regulatory policy. According to Branch, since this 
matter needs thorough investigation by the water utilities, the 
california Water Association (CWA), the building industry, local 
government, and from both water utilities and finanoial branches of 
commission staff, it is propitious to combine consideration of the 
revision of 
proceeding. 
Instituting 

GO 103 and the main extension rules into one 
Branch recommends that the commission issue an Order 

Rulemaking (OIR) into the need for a revision of GO 103 
and the main extension rUles to include the authorization of 
connection fees. 

In addition to socalWater and Branch, CWA provided 
testimony regarding connection fe~s. CWA favors Branch's proposal 
to institute a rulemaking proceeding to revise GO 103 and main 
extension rules to allow utilities to charge connection fees. 
However, CWA believes that unless the OIR is limited to the issue 
of connection fees, it will take three to four years to ~rocess the 
OIR. Therefore, CWA recommends that SocalWater be authorized to 
charge a connection fee on a trial basis until the OIR proceeding 
is completed • 

- 13 -
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The main extension rules which prohibit collection of 
connection fees Were adopted oVer 30 years aqo. since the adoption 
of those rules, water utilities have undergone changes in , 
econo11ics, regulation, water quality, risk, and other factors which 
have caused financial hardships on some utilities and have often 
resulted in high rates. In addition, recent changes_in tax laws 
have made customer advances and contribution in aid of construction 
less desirable since both are taxed. Many utilities are in a 
situation where the cost of adding new customers exceeds the 
Nar<jl11a\ revenues received. The authorization of connection fees 
"-.'Quld be an appropriate source of revenue to help utilities to 
finance the additional plant needed to serve nCrl customers. We 
should consider a revision of GO 103 and the main extension rules 
to allow collection of connection fees. 

Next, we will consider Branch's proposal to institute a 
rulemaking proceeding. While we perceive, based on the record in 
,this proceeding, the institution of a connection fee as an 
appropriate method of funding additional plant to serve new 
customers, ve agree with Branch that such authorization would be a 
major deviation from GO 103 and the main extension rules •. We 
believe that vell-crafted guidelines will be needed to implement 
such changes. There may be opposition to imposition of connection 
fees by parties who would pay the charges. We believe that a 
suitable forum shOUld be provided to all affected parties to make , 
their view known to the Commission before a final decision is made. 
Ari OIR will provide such a forum. Accordingly, we will direct th~: 
Executive Director to prepare an OIR to 'consider revising GO ': i03 . ,.~""'. 

-' - - -- .: ,: ,-. . Hl~l . 
and the main extension 'rules to allow ~t~l~~ies .,tc:>, C~~~,.ec~._s,e~i~~~iv<_. 

tio fees - -.. - .' "1" • "',, ".) ~> f,-,- , • .4 _l~ ,. -" ,1.~,j F,,~t··, .... ~.". connec n • -' ',,- , , .~ ,.'., ,. : ,- - '·":'-'-i-"<~. '-.~ 
• ' ',. . " -j"'d <f;th::rtd, .. ,-'¥ 

TUrning to the present need for relief from high rates in ':-:'~;; . 
the Desert District, we believe that an OIR to revise GO 103 and":;":;'--/'" 
the main extension rules will not provide immediate reliet to these 
ratepayers. considering the fact that it took approximately tour 
years to complete the last proceeding to revise the main extension 
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rules, we need to find an alternate method to provide the Desert 
District ratepayers the needed relief fr~m high rates. We believe 
that CHA's proposal to make an exception and allow SoCalWater to 
charge a connection fee for new connections on a trial basis would 
provide the necessary relief and reduce the rate increase under 
consideration. In additiOn, using the Desert District as a test 
case would provide useful data for the rulemaking proceeding. 

In addition to providing useful data, the imposition of 
connection fees will be an equitable way to finance the additional 
plant needed to serve the new customers. We realize that 
authorization of connection fees, eVen for a single district, will 
be a deviation from the requirements of GO 103 and the main 
extension rules. However, since we are exploring every possible 
way to minimize the rate increase in the district and since the 
issue was thoroughly explored in this proceeding, we beliuve that 
such action is warranted. Accordingly, we will make an exception 
to the main extension rules and authorize SoCalWater to charge a 
connection fee for making a connection in its Desert District on a 
trial basis until the Commission issues an order in the proposed 

OIR. 
Since we expect the Desert District to p~ovi~e useful 

data regarding the effects of charging connect fees on customer 
growth, we will require SoCalwater to provide information regarding 
its new connections by meter sites and the corresponding amount of 
connection fees collected. This information will be filed with 
socalWater's annual report beginning in 1991. 
Amount of connection Fee 

Having authorized connection fees, we must establish the 
amount to be charged. The amount of connection fee charged should 
be based on the additional plant needed to serve the new customer. 
A precise determination of the cost of additional plant needed to 
serve each new customer is very difficult, if not impossible. 
Therefore, both SoCalNater and Branch based their recommended 
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charges for connection fees on a close approximation of cost of 
plant per customer •. SoCalWater's calculation of connection fees is 
based on the Desert District's weighted average rate base. Branch 
developed separate connection fee charges for the Morongo Valley 
and Victorville service areas. Branch's calculation is based on 
planned plant additions over the next six years. The following 
tables show the calculations for connection fee charges fOr 
SoCalWater and Branch. 

SoCalWater'B Calculation of connection Fees 

1 

2 

3 

4 

5 

Item 

Desert District Rate Base for 1988 

Desert District Rate Base for 1989 
using a 5i inflation factor 
(Line 1 x 1.05) 

Water supply provided to customers 

Average Rate Base per Ccl of 
water production (Line 2 ~ Line 3) 

Average annual use by a typical 
residual customer 
(5/8 x 3/4-inch meter) 

6 Rate Base for serving a customer 
with 5/8 x 3/4-inch meter 
(Line 4 x Line 5) 

7 proposed connection fee using a 
24.6% income tax gross-up factor 
(see note below) 

8 Connection fee rounded to the 
nearest $50 

= $ 3,550,137.00 

= $ 3,727,644.00 

= 449,484 Cct 

= $ 8.29 

= 120 Ccf 

= $ 994.80 

= $ 1,239.52 

= $ 1,250.00 

Note I The service connection fee would be considered a 
contribution in aid of construction and would be 
subject to an income tax gross-up factor • 
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socalWater developed the following connection fees for 
larger meters by comparinq their flow rates to that ota 
5/9 x 3/4-inch meter. 

Specified 
Maximum Flow 

Rate 
Flow Ratio to Capital IncOme Tax Rounded to 

Meter (gpm) a s/sx3/4· Facilities Gross-up Total nearest 
Size Meter Charge @ 24.6% Charges ~ SO 

SI.Sx3/4- 20 1.0 $ 994.80 $ 244.72 $ 1,239.52 $ 1,2S0 
3"/4- 30 1.5 1,492.20 367.08 1,859.28 1,8S0 -
I- SO 2.S 2 / 487.00 611.80 3,098.80 3,100 
1-1/2- 100 5.0 4,974.00 1,238.60 6,197.60 6,200 
2- 160 8.0 7,9S8.40 1,957.77 9,916.17 9,900 
3- 320 16.0 15,916.80 3,915.53 19,832.33 19,900 
4- SOO 25.0 24,870.00 6,11~L02 30,998.02 31,000 

Over 4- [Determined on the same basis, but subject to available 
capacity. ) 
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1 

2 

Branch's Calculations for Connection Fees 
Xorongo Valley Service Area 

1990 through 1995 - six-year 
average customers 

Additional customers to be served 
from 1990 to 1995 

= 

= 

949 

100 

3 New facilitiest 0.20 MG reservoir, 
chlorinates, and chlorine building = $ 175,000.00 

4 cost of new facilities/additional 
customers (Line 3 ~ Line 2) = $ 1,750/cust. 

5 Six-year average yearly 3,600 ft. 
main replacements = $ 154,283 

6 Average yearly main replacements/ 
average customer (Line 5 ~ Line 1) = $ 163/cust. 

7 

8 

9 

Total cost for adding a new 
customer (Line 4 + Line 6) 

proposed connection fee using 
a 24.6% income tax qross-up factor 

connection fee rounded to the 
nearest $50 

- 18 -
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1 

2 

3 

victorville Service Area 

Item 

1990 through 1995, six-year 

Additional customers to be served 
from 1990 to 1995 

New facilities 2 

= 2,414 

663 

= $1,662,300.00 

4 Cost of new facilities/additional 
customer (Line 3 ~ Line 2) = $ 2,507/cust. 

5 Average yearly 16,750 ft. main 
replacernertts = $ 632,425.00 

6 Average yearly main replacements/ 
avg. custs. (Line 5 ~ Line 1) = $ 256/cust. 

7 Total cost for addirtg a new customer 
(Line 4 + Line 6) = $ 2,763/cust. 

8 Proposed connection fee using a 
24.6% income tax gross-up factor 

9 Connection fee rounded to the 
nearest $50 

= $ 3,442.70 

= $ 3,450.00 

Branch's proposed connection fees are applicable to all 
customers regardless of meter size. 

2 SOOO' of 12- main to connect Victorville '1 and Victorville 
14, land for reservoir site--Victorville '5, chlorine building and 
chlorinator--Victorville '5, 6600' of 12- transmission maIn from 
Mohawk plant to Victorville '1 and Victorville '4, 0.5 million 
gallon (NG) reservoir--Victorvi11e '5, 3400' of 12- transmission 
main, enlarge capacity of Mohawk 12 well, enlarge booster capacity 
at Mohawk plant, well--Victorville '5, Land--Victorville 16, 0.3 HG 
reservoir--Victorville 16, 1300' of 12- transmission main, 0.15 MG 
reservoir booster--Victorville 13. 
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Discussion 
Both SoCalWater and Branch have made very good attempts 

to determine the correct charges for connection lees. HoweVerj 
both methods have flaws. Branch, in its calculations, assumes that 
costs for all new facilities and system improvements for next six 
years are the costs associated with serving new customers. 
Clearly, this is not the case because most system improvements and 
new facilities in the Desert District are needed to improve the 
existing poor service. SoCalWater, on the other hand, does not 
distinguish between the embedded cost of plant and the costs for 
new facilities and improvements. 

It is difficult to deteDmine the precise cost of 
additional plant needed to serve a new customer. We expect to 
develop a procedure to calculate charges for cOnnection fees.in the 
proposed OIR. In the meantime, we will use the SoCalWater's 
proposed charges for connection fees. We adopt SoCalWater's 
charges because, unlike Branch, SoCalWater assumes that future 
plant additions and improvements in the Desert District would 
benefit both existing and new customers. In addition, since 
SocalWater's connectio)l fees are proportional to the meter size, 
they more closely approximate the cost of serving ~he ~ew customer. 
Service Availability Charge 

Water is a valuable commodity in the high desert area 
served by SoCalWater's Desert District. The value of land 
(including empty lots) in a developed area is enhanced when water 
service is available. An availability charge to undeveloped or 
developed parcels of land would give recognition to their added 
value due to the availability of water service for domestic usage 
and fire protection. currently, owners of lots pay nothing for the 
added value. The price is paid by current water customers. 
Therefore, Branch recommends that SoCalWater explore the 
possibility of imposing a ·Service Availability Charge· (SAC) to 
all undeveloped and developed parcels of land • 

- 20 -



• 

• 

• 

A.88-05-021 ALJ/AVG/btr t 

, 'I 

socalwater believes that assessmen~ of a SAC is a 
reasonable method to raise capital for needed improvements. 
According to socalwater, authority for assessment of property 
owners for speoial improvement projects COUld possibly be based on 
the 1911 streets and Highways Act and the MellO-RoOs community 
Facilities Act (Govt. Code § 53331). The procedural information 
for such assessment could be derived from the califQrnia GOVernment 
Code § 38743 and california Water code §§ 72000-74902 (Formation of 
ImproVement Districts). 

soCalWater opines that privately held public utilities 
regulated by the commission are precluded from directly obtaining 
funding under these laws and codes. However, it may be possible to 
obtain indirect fUndinq if local governmental agencies, which are 
covered under the laws and codes, choose to assess property owners 
and then contribute those funds for projects for the public good. 
One such project could be the 15-year main replacement and fire 
hydrant programs in the Morongo Valley and victorville systems • 
The purpose of a SAC to assist in funding main replacement and fire 
hydrant programs is to assure adequate fire flow stand~rds and to 
help safeguard against a moratorium limiting future deVelopment. 

Although Branch's recommendation refers only to a SAC for 
neropty lots,n SoCalwater believes that if an assessment could be 
enacted, it would be unlawful to discriminate by singling out a 
specific consumer class. Therefore, the capital costs necessary to 
complete the Main Replacement and Fire Hydrant programs would need 
to be distributed evenly over a 15-year period by means of SAC 
assessment to every property owner in socalWater's established 
service territory in the Desert District where water"service is 
available. 

According to soCalWater, all Desert District property 
owners could ultimately benefit from such a charge. This includes 
existing and future customers. It also includes owners of both 
undeveloped and developed parcels of land who are not customers of 
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record but are dependent upon and benefiting from SoCalwater's 
mains and hydrants for fire protection and future development of 
their property. While the costs associated with main replacements 
and fire hydrants for fire protection for the entire service area 
are included in rates and currently borne by e~isting customers, 
the owners of parcels of land where water service has not been 
established essentially are receiving fire protection and fut~re 
development benefits at no cost. An Availability charge would 
share that cost burden among all who would ultimately benefit. 

FUrther jUstification for a SAC is that the utility 
incurs a number of costs regardless of whether or not direct 
service is being rendered. Under certain circumstances, it may be 
reasonable to charge for simply having service available to a 
potential customer's property although for some reason the service 
is not being used. currently, there are some county-operated water 
districts or mutually owned water districts that charge for water 
service to property owners within their service territories whether 
the property owners use the water service or not. 

socalWater believes that e~isting customers could expect 
an immediate benefit because the contribution would offset 
additions to utility plant for capital costs for main replacements 
and fire hydrants thereby reducing the revenue requirement and 
associated increase in rates for the identified projects. 

If the local governmental agencies elected to enact the 
fUnding assessment, soCalWater believes the following steps would 
be necessary: 

o city council, or in unincorporated 
territory a community services or 
development district, must adopt a 
resolution of intention. 

o At least one, possibly two, public hearings 
must be held to gain public input. 

o If, at public hearings, more than 10% of 
the electorate disagree with the proposal, 
a general election must be held • 
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Procedures for assessing, collecting, and contributing funds CQuld 
include the following. 

o A SAC would be assessed annuallY to all 
property owners within the established 
service area of SoCalWater. The assessment 
would be itemized and collected along with 
other property taxes. 

o A SAC assessed and collected would be held 
in escrow until such time as SoCalWater 
billed the governmental agency for funds 
necessary to cover the cost of identified 
main replacements fire hydrants. 

o First-year costs would be calculated by 
dividing the total program cost per year, 
estimated in 1989 dollars, by the total 
number of parcels in the assessors books 
within SoCalWater's service area. 

SoCalWater believes that such contribution in aid of 
construction received from local governments may be exempt from 
income tax gross-up. However, SOCalWater believes that a ruling by 
the Internal Revenue Service will be necessary for such exemption. 

Branch agrees with SoCalwater's proposal to have a local 
governmental agency assess and collect the SAC. Branch also agrees 
with soCalWater's concept for contributing funds to the utility. 
However, Branch disagrees with SoCalWater that local governmental 
agency would be subject to income tax gross-up at 24.6%. It is 
Branch's opinion that the contributions by government agencies for 
the purpose of public benefit are exempt from tax and therefore not 
subject ~o gross-up. 
Discussion 

Since the Commission has no jurisdiction in the 
assessment, collection and use of a SAC, we encourage SocalWater to 
present the SAC concept to local ratepayers, property owners, and 
governmental agencies and work closely with those partid1 to 
promote the idea that the SAC cost per property owners is small but 
that it will benefit the local residents and the fire department • 
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We also encourage socalwat€r to invite the local fire departments 
to participate in the initial facility planning and present the 
socalWater and fire departments joint master plan to the public to 
win support of the SAC concept. 
Condemnation of the water Systems by Public Agencies 

A water system owned and operated by a public agency does 
not pay taxes and does not earn' a rate of return on its 
investments. Moreover, a public agency cAn generate capital by' 
issuing tax-free bonds at attractive rates and by charging large 
connection fees. Therefore, condemnation and acquisition of a 
water utility by a public agency is a possible way of lowering 
rates to customers. Branch had recommended that SoCalWater eXplore 
this option for the Desert District. 

The condemnation of a water system by a public agency is 
a matter between the utility and the agency inVolved. It is not 
within the Commission's jurisdiction unless application is made ~o 
set just compensation for the uti~ity. Therefore, the testimony 
presented on this alternative was intended mainly to educate the 
ratepayers in attendance regarding toe advantages and disadVantages 
of condemnation. 

socalWater's policy regarding condemnation is to provide 
the public agency a tour and maps of the system and await formal 
action by the agency. 

TUrning to the interest of a public agency in acquiring 
the Desert District, we note that the Morongo Valley community 
services District (MVCSD) is considering the acquisition of the 
Morongo system. No entity has shown interest in acquiring the 
Victorville system •. MVCSD is conducting feasibility stUdies 
regarding acquisition to determine if condemnation is possible 
given the resources of the community. It was evident during the 
hearing that a segment of the community opposes condemnation • 
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As to rate relief resulting from propOsed condemnation by 
MVCSD, SOCalWater states that although the precise impact of such 
acquisition on rates cannot be determined without specific details, 
the acquisition does not offer much hope for relief. Branch agrees 
with SoCalWater's assessment. 
Discussion 

The condemnation of water systems by a public agency is a 
matter between the utility and the agency. The public agency 
involved has to propose such condemnation and the terms 6f 
acquisition have to resolved between the utility and the public 
agency. We expect SoCalWater to cooperate fully with MVCSD in its 
efforts to acquire the Morongo system. 
Using the Gain on sale of the La Quinta System to 
Improve the victorville and Morongo Valley Service Areas 

The La Quinta service areA was the third service area of 
the Desert District. The Coachella Valley Water District condemned 
and acquired the La Quinta service area. The Riverside County 
court issued final judgment on the sale in December 1987. The gain 
on sale over book value was $900,000. Branch recommended using the 
proceeds from gain to improve the Victorville and Morongo Valley 
service areas. 

In a related matter, the Commission on November 23, 1988 
issued Order Instituting Rulemaking (R.) 88-11-041 to consider the 
proper disposition of gain on sale of utility property when. 

a. 

b. 

c. 

The property sold comprises a distribution 
system. 

The distribution system consists of an 
entire utility operating system (system) 
within a geographically defined area. 

The components of the system are or have 
been included in the rate base of the 
utility • 
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d. The sale of the system is concurrent with 
the utility being relieved of and the 
municipality or other public agency 
assuming the public utility obligations to 
the customers within the area served by the 
system. 

In its report SoCalWater stated that the consideration of 
the treatment of the gain on sale of the La Quinta system meets the 
criteria stated above. Therefore, SoCalWater requests that the 
treatment of gain on sale be in accordance with the decision in 
R.88-11-041. Branch agrees with SoCalWater's proposal. 

On July 6, 1989, the commission issued 0.89-07-016 in 
R.88-1i-041. ordering Paragraphs 2 and 3 of 0.89-07-016 require 
that: 

"2. The capital gain or loss, net of costs of 
sales, realized from the sale of a 
distribution system, under the 
circumstances described in Ordering 
Paragraph 1, shall accrue ~o the utility 
and its shareholders to the extent that 
(1) the remaining ratepayers On the selling 
utility's system are not adversely 
affected, and (2) the ratepayers have not 
contributed capital to the distribution 
system. 

-3. All proceedings in which the issue of the 
disposition of the gain on sale of a 
distribution system, as defined in this 
rulemaking, has been reserved, shall be 
disposed of in accor~nce with the 
findings, conclusions, and order of this 
decision.-

since the La Quinta system (1) was operated separately 
from the other two systems of the Desert District, (2) was not 
interconnected with the o~her systems, (3) was separately tariffed, 
and (4) was a relatively small part of the overall SoCal Water 
utility system, the remaining customers on the SoCalWater system 
will not suffer appreciable harm from the sale. Also, a review of 
SoCalWater's annual reports for 1985 and 1986 indicates that 
soCalWater raised its capital through the traditional debt and 
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equity method and that there was no customer-financed plant. 
Therefore, the sale of the La Quinta system meets the two criteria 
to alloW the gain on sale to accrue to the stockholders. We will 
not adopt the proposal by Branch as a means to reduce the rates in 
the Morongo Valley and victorville service areas. 
Results of operations 

D.89-01-043 inoluded the 1989 and 1990 adopted and 
authorized results Of operations for the Desert District. 

This order modifies the adopted and authorized results of 
operation in D.89-01-043 to reflect the following changes: 

1. Allowance for an additional full-time 
employee in the Morongo Valley service 
area. 

2. Alloy!ance for two new trucks in each of the 
two service areas. 

3. Reduction in revenue requirements estimated 
connection charges. 

Table 1 shows the Desert District authorized results of 
operations for 1989 and 1990. 

It should be noted that soCalWater revised its 1989, 
1990, and 1991 construction budgets without altering the total 
eXpenses for plant additions and improvements. Therefore, the 
changes in rate base are due to the effect of connection tees. 

The adopted quantities, tax calculations, and comparison 
of rates are inoluded in Appendices C, 0, and E, respectively. 
Timing of Rate Change 

This deoision will not be issued until February 1990. 
consequently, the Desert Distriot's rate of return for the 12-month 
period ending september 30, 1989 will not exceed the authorized 
rate of return of 10.91% for 1989. Therefore, we will waive the 
requirement to demonstrate the need for the step increase in 1990 
and will authorize the 1990 rates to go into effect on the 
effective date of this order. 
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TABLE 1 

Southern California Water Company 
Desert District 

SUMMARY OF EARNINGS 
(DOllars in Thousands) 

At Authorized Rates 

Operating Revenues 

Operating Expenses 
purchased Power 
purchased Water 
purchased Chemical 
pump Tax 
payroll - District 
Other O&K 
Other A&G and Misc. 
Business License 
Ad Valorem Taxes - District 
payroll Taxes - District 
Depreciation 
General Office Allocation 
Uncollectible 
Business License 

subtotal 

Net Before Taxes 

Income Taxes 

Total Operating Expenses 

Net Revenue 

Rate Base 

Rate of Return 
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1989 

$1,530.4 

165.2 
0.0 
1.0 
0.0 

288.3 
119.8 
83.3 
0.0 

15.2 
21.9 

114.3 
57.2 
4.6 
8.0 

764.5 

651.3 

204.8 

1,083.6 

446.8 

4,096.1 

10.91\ 

1990 

$1,674.6 

176.9 
0.0 
1.2 
0.0 

302.3 
137.3 
85.7 
0.0 

17.7 
23.2 

130.2 
61.2 
5.0 
8.8 

819.3 

724.9 

232.6 

1,182.1 

492.5 

4,499.2 

10.95\ 
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4IIt Comments on ALJ's Proposed Decision 

• 

The ALJ's proposed decision was filed and mailed to the 
parties on December 29, 1989. socalWater, Branch, and the·Morongo 
Valley community services District (Morongo) filed comments on the 
proposed decision. After reviewing the proposed decision we have 
corrected the clerical and technical errors. Other than correcting 
the errors, we address Morongo's contention that the proposed 
authorization of a connection fee for the Desert District is in 
violation of the California Environmental Quality Act .(CEQA), 
PUblic Resources Code §§ 21000 et seq., because it has not been 
preceded by any environmental analysis. 

In its comments, Morongo contends that the Whole purpose 
of a connection fee is to expand the system,.whether within or 
beyond the existing system boundaries. Morongo opines that the 
commission 1s attempting through the proposed decision to 
accommodate growth and thereby potentially impacting scarce 
groundwater and other environmental resources without an 
Environmental Impact Report (EIR). 

Morongo also contends that public Resources Code § 210S0 

(b) (8) and the implementing CEQA Guidelines (§ 15273), exempt 
ratemaking from CEQA compliance only in limited circumstances that 
are not applicable here. According to Morongo, since the proposed 
connection fee is in fact a rate increase to fund capital projects 
for the expansion of the system, it is subject to CEQA guidelines. 
Therefore, Morongo requests that the proposed decision should 
require an EIR before the institution of a connection fee. 

We believe that the proposed connection fee does not 
require an EIR under CEQA for the following reasons: 

1. The Institution of connection Fee 
DOes Not constitute a project 

CEQA requires the Commission to formally consider the 
environmental impacts of certain ·projectsn before approving them . I 
(Pub. Res. Code § 21002, CEQA Guidelines §§ 15004). The statute 
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defines "project" to include (a) activities subsidized by a public 
agency, or (b) activities -involving the issuance to a person of A. 

lease, permit, license, certificate, or other entitlement for useW 

by the agency (Pub. Res. code § 21065(b)-(c), CEQA Guidelines 

§ 15378). 
The initiation of a connection fee for new hookups does 

not constitute a project under this definition. The commission is 
not subsidizing the construction, and the proposed ratemaking 
change does rIot constitute a -lease, permit, license, certificate, 
or other entitlement for use.- According to PU code § 1001 1 A 
water utility may eXpand its system by construction of new mains, 
reservoirs, and hookups to most sets of new customers without 
obtaining additional commission authorization (barring a specific 
commission order to the contrary). Thus, the proposed ratemaking 
change does not give the applicant utility a right which it did not 
already possess to construc~ new plant. That authorization had 
already been given the utility by PU Code § 1001 and the 
commission's decision granting the utility a certificate of public 

convenience and necessity. 
2. The Commission's Actton Does Not Illegally 

E~empt New Development from CEQA 

The new projects for which developers will seek new 
hookups will be subject to local zoning laws and building codes. 
TO the extent that local review of this development involves 
discretionary local action, such local action is subject to CEQA 
and the local agency will have to prepare either a Negative 
Declaration or an EIR (CEQA Guidelines § 15357). To the extent 
that the new development will require construction of new water 
mains, the impacts of those mains should be considered in the 
environmental documentation reviewed and considered by the local 

agency • 
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In addition, the proposed deci~ion would change the 
formulas for allocating costs for new connections betveen e~isting 
customers and new customers. Such a change can be, and is being, 
made without consideration of what specifio construction may be 
done under the formula (making the creation of an EIR a highly 
specuiative event, at best). The commission deoision is a rate 
design deoision, not a decision authorizing particular 
construotion. The commission has generally held that ratemaking 
proceedings do not constitute a 'project' within the meaning of 
CEQA. We will deny Morongo's request to modify the decision. 
Findings of Fact 

1. On May 11" 1988 1 SocalWater filed applications requesting 
rate increases for water service in its Barstow, Desert, Los OS05, 
and Metropolitan districts and for electrio rates in its Bear 
Valley Electric District. 

2. On January 27, 1989, the Commission issued D.89-01-043 

which authorized rate increases for all other districts e~cept the 

Desert District. 
3. 0.89-01-043, while adopting a summary of earnings for the 

Desert District, deferred the rate revision for the district and 
ordered further hearings to address the problem of poor service and 
high rates in the distriot. 

4. 0.89-01-043 authorized rates of return on soca1Water's 
rate base of 10.91%~ 10.95%, and 10.99% for 1989, 1990, and 1991, 

respectively. The related return on common equity was a constant 

12%. 
5. During the hearings, socalWater presented revised capital 

improvement plans for 1989, 1990, and 1991 to improve the s~rvice 
in the Desert District. 

6. Branch recommends that socalWater's proposed capital 
improvement plans be adopted. 

7. After completion of the capital improvement programs in 
1991, there will be 251,400 feet of old and deteriorating steel 
mains remaining in the victorville service area • 
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8. SoCalWater will have to replace an average Of 16,750 feet 
per· year of steel mains over a I5-year period beginning 1992 to 
complete the main replacement in the Viotorville service area at a 
cost of $500,000 per year. 

9. Branch recommends that soCalwater be ordered to complete 
the 15-year main replacement program. 

10. Soca1Water requests that the 15-year main replacement 
program be required only if the commission adopts. an alternate 
method of financing capital improvements. 

11. ~his order adopts an alternative method of financing of 
cApital improvements through the imposition of a service connection 
charge. 

12. In February 1989, SocalWater hired an additional employea 
for the Morongo Valley service area. 

13. Branch reco~~ends that rates adopted in this order 
reflect the new employ.ee in the Morongo valley service area working 
half-time. 

14. EVen with the new employee working full time, employees 
in the Morongo Valley service area had to work overtime. 

15. ~he new employee needs to work full time during this rate 
case cycle. 

16. socalWater proposes to purchase an additional truck for 
each of the two service areas in the Desert District. 

17. Branch opposes the request for two additional trucks. 
18. SOCalWater's requested additional trucks will provide a 

truck to each service person. 
19. ~he tasks performed by a water utility service person 

usually involve one person. 
20. One truck per service person is necessitated by the 

possibility of one vehicle being out of service from time to time. 
21. The Commission's GO 103 and main extension rules do not 

allow regulated water utilities to charge connection fees • 
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22. ~he rules which prohibit water utilities to charge 
connection fees were adopted over 30 years ago.,-

i3. Singe the adoption of the rules prohibiting connection 
charges, economics, risks, and regulation have changed for water 
utilities. 

24. Water utilities may need an alternate method for making 
capital inprovements needed to serve new customers. 

25. collection of service charge could provide an appropriate 
source of funds to help utilities to finance the plant improvements 
needed to serve the new customers. 

26. GO 103 and the nain extension rules would have to be 
revised to allow utilities to charge connection fees. 

27. An OIR will be an appropriate way to consider revising GO 
103 and the main extension rules to allow utilities to charge 
connection fees. 

28. CWA proposes that the commission make an exception to 
eXisting rules and allow SoCalWater to charge a connection fee to 
new customers in the Desert District on a trial basis. 

29. Authorization of connection fee on a trial basis in the 
Desert District would provide the needed relief from high rates and 
would provide usefUl data for the rulemaking proceeding to consider 
revising GO 103. 

30. Branch and soCalWater propose different charges for 
connection fees. 

31. Branch in its calculation for connection charges, assumes 
that costs of all n~w facilities and system improvements are the 
costs associated with serving new customers. 

32. socalWater in its calculation, assumes that plant 
additions and improvements will benefit both existing and new 
customers. 

33. The Desert District's plant additions and improvements 
will benefit both existing and new customers. 
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34. soCalWater's proposed connectton charges will more 
closely approximate the cost of serving the customers than the 
charges proposed by Branch. 
conclusions of Law 

1. soCalwater's revised plans for capital imprOVements 

should be adopted. 
2. soCalwater should file a revised service area map of the 

victorville service area to reflect the capital improvements. 
3. socalwater should complete the 15-year main replacement 

program for the Victorville service area beginning in 1992. 
4. The new employee in the Mor6ngo Valley service area 

should be authorized on a full-time basis. 

• -I 

5. socalwater's proposal for two a~ditional trucks should be . 

adopted. . 
6. An OIR should be instituted to consider revising GO 103 

and the main extension rules to allow water utilities to charge 

connection fees. 
7. SocalWater should be authorized to charge connection tees 

in the Desert District on a trial basis until the commission issues 
its order in the proposed OIR. 

8. socalwater should provide, with its annual report, 
information regarding new connections by meter size and the 
corresponding connection fees collected for its Desert District. 

9. socalWater's proposed connection charges should be 

adopted. 
10. The application should be granted to the extent provided 

by the following order. 
11. Because of soCalWater's immediate need for rate relief, 

this order should be made effective today. 
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ORDER 

IT IS ORDERED that: 
1. southern California Water company (SoCalWater) is 

authorized to file revised tariff schedules for its Desert District 
attached to this decision as Appendi~ A. This filing shall comply 
with General Order (GO) 96. The effective date of·the revised 
~chedul~s shall be 5 days after the date of filing. The revised 
schedules shall apply only to service rendered on and after their 
effective date. 

2. On or after November 15, 1990, socalwater is authorized 
to file an advice letter, with appropriate workpapers, requesting 
the step rate increases fo~ 1991 inc~uded in Appendix B, or to file 
a proportionate lesser increas~ for those rates in Appendix B for­
the Desert District in the event that district's rate of return on 
rate base, adjusted to reflect the rates then in effect and normal 
ratemaking adjustments for the 12 months ended september 30, 1990, 
exceeds the later of (a) the rate of return found reasonable for 
SoCalWater during the corresponding period in the then most recent 
decision or (b) 10.95%. This filing shall comply with GO 96. The 
requested step rates shall be reviewed by the staff to determine 
their conformity with this order and shall go into effect upon 
Commission Advisory Compliance Division's (CACD)- determination of 
conformity. CACD shall inform the commission if it finds that the 
proposed step rates are not in accord with this decision. The 
effective date of the revised schedules shall be no earlier than 
January 1, 1991, or 30 days after the filing of the s~ep rates, 
whichever is later. The revised schedules shall apply only to 
service rendered on or after their effective date. 

3. Within 120 days from the effective date of this order, 
the Executive Director shall prepare for the Commission's 
consideration an Order Inst~_tuting Rulemaking (OIR) to revise 
GO 103 and the main extension rules for water utilities to allow 
water utilities to charge connection fees for new customers • 
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4. SoCalWater is authorized to charge a connection fee to 
new customers in its Desert District. The rate schedules included 
in Appendices A and B shall include charges for connection fees. 

5. The authorization t6 charge connection fee shall be in 
effect until the Commission issues a decision in the OIR. 

6. SoCalWater shall provide information regarding the new 
connections by meter ·size and the corresponding connection fees 
collected for the Desert District. The information shall be tiled 
with socalWater's annual report beginning the report for 1990. 

7. socalWater shall file a revised service area map to 
reflect the capit~l improvements. 

8. This proceeding is closed. 
~his order is effective today. 
Dated FeB 2 1990 ' at San Francisco, california. 

- 36 -

G. MITCHELL WllK 
President 

FREOERJCK R. DUDA 
Sf ANLEY W. HULETT 
JOHN B. OHANIAN 
PAlrucrA M. ECKERT 

Cvm.rn1s~!o,)r.ers 

I CERnlFY THAT THIS DECISION 
WAS APPROVED BY THE ABOVE 

COMMISSIONERS TODAY. 

WESLEY ~~n:f.{tOI 
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SCUIHE:RN CALIFORNIA WA'Iffi <X'MPANY - DfSERl' DISIRIcr 

S<::hedule No. DfM-l 

Morclll:JO Valley Tariff Area 

GEllEFAL MEIflill) SERVICE 

APPLICABILl'IY 

Awlicable to all IOOtered water service. 

'IffiRI'fOR'{ 

Moron:]O Valley arrl vicinity, san Bernardino COUnty. 

RATES 

Q,lanti ty Pates: 

Per Meter 
Per Month 

For all water delivered, per 100 cu. ft. ..• $ 2.9284 

service Charge: 

For 5/8 X 3/4-indh meter ••••••••••••••••• 
For 3/4-inch meter ••••••••••••••••• 
For I-inch meter ••••••••••••••••• 
For 1-1/2-inch meter ••••••••••••••••• 
For 2-indh meter ••••••••••••••••• 
For 3-indh meter ••••••••••••••••• 
For 4-inch meter ••••••••••••••••• 
For 6-inch meter ••••••••••••••••• 

$ 24.70 
26.60 
34.20 
39.90 
57.00 

115.00 
165.00 
292.00 

(C) 

(I) 

(I) 

'Ihe service charge is ciwlicable to all metered service. 
It is a readiness-to-serve charge to to.hich is addEd the 
charge duri.n:J the nx:>nth cx:np.lted at the Q.Jantity Rates (T) 
for water used. (T) 

SPECIAL OONDITIONS 

1. rue to an wrlercollection in the Balancirq Account, an 
am:ID'It of $0.1314 per ~f is to be added to the q.JaJltity 
rates above for thirty-six lOOI1ths fran the effective date 
of this decision to anortize the UJXlercollection. 

2. All bills are subj ect to the reiri:ursernent fee set forth 
on Schedule No. UF. 

(I) 

(L) 
(L) 
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SCUIHFR-l CALIFORNIA WA'llR <XMP1IN'l - lE>rnI' DISIRICP 

Schedule No. DEM-2H 

APPLlCABILrIY 

Az:plicable to water deliVered fran Carp:my designated. OJ.tlets 
for haulage by custaners for ~tic use. 

~'i 

Moroo:p Valley arrl vicWty, San Bemart:lino fulnty. 

MUS 

Per Month 
For water delivered for danestic use only 
arrl ....tlen hauled by the custaner •••••••••••••••• $ 12.70 

SPECIAL <nIDITIOOS 

1. Ead\ oJSt:aner desirin::J to clJtain water un:ler this schedule 
IIJJ.St JMke an awlicat10n for service to the utility. 

2. service urrler this schedule will be furnished only fran 
catpany designated ootlets specified tor haulage service 
consistirg of :l/4-irdl hcse bib with garden hose fitting 
located in fu.l"'ClO'JO Valley as follows: 

West side of Bella Vista Drive 400 feet north of C:myon 
Road. 

NortlT.-lest OO~ of Park AVenJe ani Cholla AVenle. 

Fast side of Hess Bculevard 100 feet north of Paradise 
AVenle. 

:). rue to an urrlen:ollection in the balanci.n:J aca::unt, an 

(I) 

am:::ont of $0.1314 is to be addEd to tM IOCIOthly rate sho'.m (I) 
alxJVe thirty-six IT'OIlths fran the effective date of this (e) 
thirty six IOClOths fran the effective date of this decision 
to amntize the urrleroollection. 

4. All bills are subject to the reini:orsement fee set forth (L) 
on S<:he:b.lle No. OF. (L) 
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S<XJIHERn CALIfORNIA WA'Im o::MPNri - DESmI' DISIRIcr 

Schedule No. [lEV-I 

victorville Tariff Area 

APPLICABILI'IY 

Afplicable to all rretered water sexvioe. 

~'i 

'!he vicinity of Victorville an:J Illcerne, san Bernardino CCI..lnty. 

RA'ffiS 

Rll" Meter 
Rll" Month 

QJantity Rates: 

For all water delivered, per 100 cu. ft.... $ 1.6993 

service <barge: 

For 5/8 X 3/4-inch meter ••••••••••••••••• 
For 3/4-inch meter ••••••••••••••••• 
For I-inch meter ••••••••••••••••• 
For l-1/2-inch meter ••••••••••••••••• 
For 2-inch meter ••••••••••••••••• 
For l-inch meter ••••••••••••••••• 
For 4-inch meter ••••••••••••••••• 
For 6-inch meter ••••••••••••••••• 

$ 10.30 
14.25 • 
11.10 
21.85 
32.30 
59.00 
90.00 

154.00 

'!he setVice charge is awlicable to all ret.ered service. 
It is a readiness-to-serve charge to which is adied the 

(I) 

(I) 

(I) 

charge durln:J the IOClnth ooop.1ted at the c)lantity Rates (T) 
for water used. (T) 

SPECIAL octIDrrIctlS 

1. Water SUWlied in the territory CCtlprisin:;J a portion of 
section 16, ~p " North, Rarqe 2 West, san Eemardino 
B3se an:l Meridian, lClt:::ated 15 miles scutheast.erly of 
Victorville, San Bernardino County, is of hiqh fluoride 
content. 

(COntinued) 
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____ ~ ...... __ ~ ____ • 4 

SCUIHmN CALIRRrrA HAllR a::MPANY - IESFRI'DlSlRIcr 

Sdleciu.le No. Wl-l. 
(eontirued) 

Victorville Tariff Area 

SPECIAL a::tmITICtiS 

2 •. rue to an UJ'xleroOllectim in the balancin:] acco.mtJ an··. 
~t Of $0.1314 per eel is to be ad1ed to the ari'amt (1) 
shc1.m above for thirty-s~ JOOnths fran the effective date of 
this decisiOn to amortize the wrlerool1ectien. 

3. All bills are SUbject to the re.inbJrsement fee set forth (L) 
on Schedule No. UF. (L) 
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sc:oIlirnN CALn"OmIA WAnR CXMPAN'l - LJ:S£Rl' DISIRICl' 

SchEdule No. tDl-SC 

Mororgo Valley Tariff Area 

SDNICE a:t:mECrIgl Wf$ 

APPLICABILIT'i 

1q:plicable to all awlicants rEqJestin:} new sexvioe lim am 
meter comectlon to the existIDj distril::uticn system, rot 
!nclu:li.rq the restoration of services MUch were previcusly 
di.soonnect.ed • 

TERRl'I9R'l 

'lbe Moron:JO Valley ard vicinity, San BemartJ.ino. Co..Inty. . . 

Coru'lection Charge: 

For 5/8 )( 3/4-irxh :meter ••••••••••••••••• 
For 3/4-inch meter ••••••••••••••••• 
For 1-inch meter ••••••••••••••••• 
For 1-1/2-irxh meter ••••••••••••••••• 
For 2-indh meter ••••••••••••••••• 
For 3-inch tneter ••••••••••••••••• 
For 4-inch Jneter ••••••••••••••••• 

SPECIAL o:::tmITICNS 

Per Meter 

$ 1,250 
1,850 
3,100 
6,200 
9,900 

19,800 
31,000 

'" 

1. s&vice connection f~ are to be considered as 
Contrllirt:ion-in-Aid-of-<bnst.ructioo ard will ~ awlied 
as a rEduction to rate base to offset cost of capital 
expen:U.tures for facilities necessitate:l by the a&iition 
o~ new custaners to the ~tirq systan. (U) 

2. All bills are subject to the reinb.lrsement fee set forth' (T) 
on Schedule No. UF. (T) 
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sc:::unIE:FN CALIFCeUA WAlm o::MPAN'i - lJ:S£RI' DISlRICI' 

Sdledul.e No. (EI/-SC 

victorville Tariff Area 

SERVICE a:NNECl'ICN Ji"fffl 

APPLICABIL.I"IY 

AJ:plicable to all awlicants reqJE:sti.n:J new service line· am . 
water connectioo to the existin:j distrItutioo system, rot. 
~llXliig the restoration of sezvices Wich were previoosly 
disconnected. 

~¥ 

'!he vicWty of victorville an::t ~, san Eemard1.oo 
Chmty • 

• ~ . 
Connectioo Charge: Per Meter 

$ 1,250 • 
1,aso 
3,100 
6,200 
9,900 

• 

For 5/8 X 3/4-inch meter ••••••••••••••••• 
For 3/4-indh meter ••••••••••••••••• 
For 1-inch meter ••••••••••••••••• 
For 1-1/2-inch meter ••••••••••••••••• 
For 2-indh meter ••••••••••••••••• 
For 3-indh meter ••••••••••••••••• 
For 4-indh meter ••••••••••••••••• 

SPECIAL o:tIDITICNS 

19,800 
31,000 

1. . service <X:lrIl"leCtiori fees are to be considered as 
Contrirution-in-Aid-.of-<onstn1ction atd will be aWlied 
as a reduction to rate base to offset cost of capital 
e>:pen:litu.res for facilities necessitatai by the a&:Ution 
of JlfM rustaners to the existirg system. 

2. All bills are subject to the reilrb.lrsement fee set forth 
on Schedule No. UF. 

(END OF APPENDIX A) 

(N) 

(N) 

(T) 
(T) 
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SC'UIlIrnN CALIFClmITA WA'Jffi <Xl1PMfi - lESERl' DISIRIcr 

Moroo:JO Valley Tariff Area 

Fach of the fOllCMin:J increases in rates may be plt into effeCt on 
the irdtcated date by filiiq a rate schedule lohtch adds the awropriate 
increase to the rate ....tlich ~d otherwise be in effect on that date. 

SOilllJIE [)lloi-l 

~tity Rates 

For all water delivered, per 100 cU. ft • •.• 

service <barge: 

For 5/8 X 3/4-indh meter •••••••••••••••••• 
For 3/4-indh meter •••••••••••••••••• 
For I-inch meter •••••••••••••••••• 
For 1-1/2-indh meter •••••••••••••••••• 
For 2-indh meter •••••••••••••••••• 
For 3-indh meter •••••••••••••••••• 
For 4-inch meter •••••••••••••••••• 
For 6-inch meter •••••••••••••••••• 

saID:UI..E DfM-2H 

For water delivered for dcmestic use only 
an:l when hauled by the c:ustcrrer ••••••••••••• 

Effective rate 
1-1-91 

$ 

$0.55 
1.40 
1.30 
2.15 
3.00 
5.00 
5.00 
7.00 

2.00 
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sc:uIlfffiN CALIfOO.NIA WA'Im <XMPNN - OCSmI' DIsnucr 

victotvllle Tariff Area 

Each of the follCMirq :in::reases in rates nay be Plt into ef feet on 
the irxllcated date by filin:J a rate schedule \.hidl adds the awrcpriate 
increase to \::he rate which ~d otheniise be in effect on that date. 

SCHEWIE tf."/-1 

c).lanti ty Rates 

For all water delivered, per 100 al.ft ••••••••• 

Service Ch.:mJe: 

For 
For 
For 
For 
For 
For 
For 
For 

5/8 x 3/4-indh metp~ ••••••••••••••••••••••• 
3/4 - i.nctt JnE!-ter.. II • • • • • • • • • • • • .. II .. • • .. • • 

1-indh 1II9.t.e.r. • • • • • • • .. • • • • • .. • • • • • .. • • 
1 1/2-indh meter ••••••••••••••••••••••• 

.2-i.nctt Ine-ter. • • • • • • • • • • • • • • •• " • • • • II 
3 - indh IrJet.e.r.. • • • • • 1\ • • .. • • • • • • • • • • • • 

4 - indh n:e."ter. . . . .. . . . . . . . . . . . . . . .. . . . 
6-i..rlc::tt .tre."ter....................... 

enID OF APPENDIX 8) 

Effective D:1te 
1-1-91 

0.0376 

$ 0.2() 
0.65 
0.60 
0.50 
0.25 
0.50 
4.00 
2.00 
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SCUIHFRN CALIFOONIA ~ o::MPAN'I 
Desert District 

Name of Cc:ITpany: SOlthem California Water empany 

District: cesert 

1. Net-to-Gross M~tiplier: 
2. Federal TaX Rate: 
J. state TaX Rate: 
" • Io:::al Franchise Rate: 
5. Uncollectible Rate: 

Offsettable ltens 

6. I\.m:hased R::1t/er 

1.6844 
34% 

9.3% 
0.524% 

o.3i 

A. SUfplier - sa.tthem california Edison co. 
(effectove 7/1/89) 

B. CcfJ16'.h - Electric rurrp 
Electric Boosters 

Test Years 

1989 1990 

1.157 1.157 

c. kSoIb ('IOtal) 1,593,004 1,697,745 
D. Averaqe CostJld'il 
E. Total COst of Pc1.ole.r 

1. hi Valorem 'faXes 

8. Nurrber of Services - Meter size 

5/8 x 3/4 
3/4 

1 
1-1/2 

2 
3 
4 
6 

Total 

9. Metered water sales 
Ccf 

All usage 

$ 

1989 

3,007 

117 
9 

18 
4 
1 
---3,156 

505,674 

0.10370 $ 0.10420 
165,200 176,900 

15,200 17,700 

1990 

3,241 

122 
9 

19 
4 
1 

3,396 

546,200 
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SCO'IHERl CALIFOONIA WA'Im o::MPAN'l 
Desert District 

AOOPlID OOANITI'IES 

10. Uurrber of services: 

no. of Services Usage-KCcf 
1989 199() 1989 1990 

o:mnercial-Metered 3,146 3,386 496.1 536.7 
Haulage-Flat rate 25 25 
PUblic Authority 7 7 1.5 1.5 
Resal~ 3 3 3.8 3.8 
other 3 __ 3 -.hl _L2 

SUbtotal 3,184 3,424 505.6 546.2 

Private Fire Prot. 1 __ 1 

Total 3,185 3,425 

Water lOss: 12.2% 10% 70.2 60.7 
. 

Total water Prcx:tucEd (Keef) 575,8 606.9 
PuIrp:d water (Keef) 575.8 606.9 

I\J.rchased Water (Keef) o.() 0.0 

(END OF AFmIDIX C) 

Ayg. use-ccfLvr. 
1989 1990 

157.7 158.5 

211.9 211.9 
1,269.8 1,269.8 
1/399.1 1,399.1 
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sa..m-IrnN CALIFORlllA WA'lffi o:MPANY 
Desert District 

rna::ME TAX CAI£UL\TIOOS 

1989 1990 
«():)llars in 'Ihcosairls) 

Total ReV~ $1,530.4 $1,674.6-

I\.lrchased ~ 165.2 176.9 
rurchased Water 0.0 0.0 
I\.lrchased <hernical 1.0 1.2 
Ftmp TaX 0.0 0.0 
Payroll 288.3 302.3 
Other O&M 119.8 137.3 
other A&G 83.3 85.7 
rusiness License 0.0 0.0 
hi Valorem TaXes 15.2 17.7 
Payroll ~es 21.9 23.2 
General office Allocation 57.2 61.~ 

Uncollectible 4.6 5.0 
rusiness License TaX B.O 8.8 

SUbtotal 764.5 819.3 

Interest 206.0 225.8 

Total Deductions 970.5 1;045:1 

state TaX Depreciation 222.3 283.3 
state TaX @ 9.3% 31.4 32.2 

Federal TaX Depreciation 20.4 10.1 
Federal TaX @ 34% 173.4 199.7 

Total Inc:::aOO TaX 204.8 232.6 

(mo OF AIHlIDIX D) 
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AP'IflIDIX E 
Pagel 

sc:urnmt CALIRRITA WATER a:MPANY 
Desert District 

Mo~ Valley Tariff Area 

Cclrptrison of typical bills for residential metered rustarers of 
varioos usage level ard average usage level at present ani authorize:! rates 
for the year 1990' withc:ut balanc1.iq accamt ruoortization. 

General Metered SerVice 

(5/8 X :)/4-irdl neters) 

At Piesent At AuthorizEd Percent 
Monthly Usage Rates Rates Ircrease 

(Olbic Feet) 

300 $ 24.95 $ 33.49 34.2% 

5()() 31.13 39.34 26.4 

l,()()O (Average) 46.57 53.98 15.9 

2,000 77.46 83.27 7.5 

3,000 108.35 112.55 3.9 

4,000 139.24 141.84 1.9 

5,000 170.13 171.12 0.6 

• . 
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APiflIDIX E 
Pagel 

S(;(JIHE»l CALIFORl'rrA WAUR a::MPANY - resmr DIS1RIcr 

victorville Tariff Area 

ernparison of typical bills for residential metered O-lStaners of 
varioos usage lavel anj average usage level at present arrl authorized rates 
for the year 1990 l{ithoot balancin:J ao::nmt aIOOrtization. 

General Metered service 

(5/8 X 3/4-!tdl lOOters) 

At PreSeJ1t : At Authorized Percent 
M::lnthly Usage Rates : Rates Increase 

(Olbic Feet) 

300 $ 13.58 $ 15.40 13.4% 

500 16.56 18.80 13.5 

1,000 24.02 27.29 13.6 

1,400 (Average) 29.99 34.09 13.7 

2,000 38.94 44.29 13.7 

3,000 53.86 61.28 13.8 

4,000 68.78 78.27 13.8 

5,000 83.70 95.27 13.8 

(END OF APmIDIX E) 


