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service in its Desert District.

(For appearances se¢e Decision 89-01-043.)
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Robert H. Clark, Attorney at Law, and
Paul N. Geeson, for Morengo Valley
Community Services District; Susan
Coyle, cCharlotte dé Stone, Ronald B.
Flick, Ardelle Gritten, Marianne
Haines, Jeannié Lindberq, Donald W.
Shermoen, for themselves; and Jon
Sebba, for Ron Flick; interested
parties.

Substitution of Appearance

Han L. Ona, for the Commission Advisory
and Compliance Division.

OPINIORN

Summary of Decision
This decision authorizes the following rate increases to

Southern California Water Company (SoCalWater) for fts Desert
District.

1989 1990 1991
Amount Pércent Amount Percent Amount Percent

$133,000 9.52% $48,310 - 3.24% $36,600 2.18%
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The increases are based on rates of ‘return on _
SoCalWater’s rate base of 10.91%, 10.95%, and 10.99% for 1989,
1990, and 1991, respectively. The related return on common equity
is a constant 12%. T

This decision also authorizes SoCalWater to charge a
connection fee in the ‘Desert District on a trial basis until
further Commission order.

Background

On May 15, 1988, SoCalWater filed Application
(A.) 88-05-021 requesting rate increases for jits Desert District.
Concurrently with the rate increase request for the Desert

District, SoCalWater also filed applications for rate increases in
ite Barstow, Los Osos, Metropolitan, and Bear Valley (Electrlc)
Districts.

on January 27, 1989, the Commission issued Decisjion
(D.) 89-01-043 which authorized rate increases for all other
districts except the Desert District. In D.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 réport 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 (Branch) of the Commission Advisory and Compliance
Division to provide relief from high rates in the district., . The .
commission also ordered Branch to file comments on SocaIWater' i
report, i

As ordered by the COmmission, SoCalWater and Branch filé’
their reports. Hearings on _the reports were held before N %
Administrative Law Judge Garde in Yucca Valley on August 9, 1939
and in Victorville on August 9 and 10, 1989. Both SoCalWater and
Branch presented witnesses and introduced exhibits into evidence. o




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

In addition, members of the public and representatives of certain
" organizations made statements or appeared as witnesses.

The District
The Desert District is divided into two main sexvice

areas known as Morongo Valley and Victorville which are further
divided into separate systems. 7Tn the northerly area, victorville,
customers are served from five separate systenms, Victorville £1
through Victorville #5, spread betwéen Lucerne valley on thé east
and Apple Valley-victorville on the west. The Morongo Valley
service area, which is subdivided into two separate systenms, is
located in the high desert of Southern california, northeast of
palm Springs and just southwest of Yucca valley.

The water supply for both thé Morongo  Valley and
Victorville service areas is obtained from water wells. 1In the
Morongo Valley service area there are two wells in the Del Norte
systenm 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 this well contains
high level of fluoride and is used only in an emergéncy. 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 weére 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 gallons. 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 custoners, respectively.

/
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Service Issues

SoCalWater‘’s Plans for Improvements
According to SoCalWater, it has taken or plans tlte
following actions to improve the service in the district:
Victorville Service Area
A. FWater Quality

1. SoCalWater implemented a flushing program
for the mains for Victorville #4 system in
March 1983. At the completion of the
hearing, 90% of the Victorville #4 system
had been flushed. SoCalWater plans to
extend the flushing program to other
systems in the Victorville service area.

SoCalWater 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.

SoCalWater 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 Pire Flow Requirements

Most of the mains in Victorville #1 and #4 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 undersfzed
mains fail to deliver the required fire flow. Because of this
inadequacy, the Apple Valley Fire Protection District (AVFPD) on
October 10, 1985 adopted Resolution 85-143 which imposed a building
moratorium within victorville #1 and #4 systems. After SoCalWater
made the necessary improvements, the AVFPD on October 8, 1987
tifted the building restriction in Victorville #1 system. The
restriction remains in effect for Victorville #4 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. 1In its revised bud’get,l SoCalWater
proposes an extensivé main replacement program for 1989, 1990, and
1991. The main replacement program also includes interconnection
of Victorville #4 system with Apple Valley Ranchos Water Company
and Victorville #1 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 Vvictorville 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 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,

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 rdpid 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 S-2
entitled *"Southern California Water Company, Pesert District Report
in compliance with Ordering Paragraph 4 of Decision 89-01-043."
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Morongo Valley Service Area

A. Ileaks
Except for high rates, most customer complaints for the

Morongo service area were regarding leaks. 1In 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 D.83-08-006.
D.83-08-006 ordered SoCalWater to implément 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 D.87-11-008, ordered SoCalWater to resurrect the
main replacement program, D.87-11-008 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 1988, SoCalWater opened a local district

office in Morongo Valley to provide half-time service to customers
for such activities as bfll 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 1989, 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. In 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 on 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 of
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 threé issuest

1. #hether the new employeée 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 Full-Time Employee jin 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. This position was not
fncluded in SoCalWater’s originally proposed budget in A.88-05-021
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 for the full-time position being
requested is not reasonable since Morongo 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 overtimé pay paid to the regqular 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
enployee on a full-time rather than half-time basid 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.
SoCalWatexr maintains that the Morongo 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 reqarding the high payzoll
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 sérvice 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 for 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 SoCalWater'’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 gét by with

fewer trucks.

Discussion
A water utility service person performs tasks such as

checking well sites, static water levels in wells, pumping leévels,
oil levels in the pumps, fixing water mains, and responding to
other systém and customer needs. Theseée tasks usually involve one
service person. Therefore, SoCalWater’s réquest for oné truck per
service person is not unreasonable. ~ Furthermore, one truck per
service employee is also necessitated by the possibility of one
vehicle being out of service from time to time. Accordingly, we
will authorize SoCalWater’s request for two new trucks.
Victorville Service Main Réplacement Program

As meéntioned éarlier, SoCalWater proposes exténsive main
replacément program in 1989, 1990, and 1991 as part of its systenm
improvement proposals. Following this main replacement progran
there will be 251,400 feet of steel mains remaining in the
Victorville service area. SoCalWater estimatés that replacenent of

the remaining 251,400 feet of steel mains, including services,
houselinés, and fire hydrants will cost $7.6 million if it is
completed over a 15-year period beginning in 1992. To complete the
replacéement 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 15-year main replacemeént program beginning in
1992. However, SoCalWater believes that these replacement costs if
included in the raté 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.
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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 15-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.
FPewer 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.
D.89-01-043 ordered SoCalWater to consider the following

Branch-recommended remedies to alleviate the problem of high rates

in the districti
1. Institution of connection fees.

2. 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
C

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 assoclated with each utility’s system(s).
Water rates arée designéd to récover the fixed costs and varjable
costs incurred in providing service to the customers. Fixed costs
are expenses which do not vary with consumption. They include
maintenance expenses, administrative and general eéxpenses such as
customer accounts and rent, propeérty taxes, depreciation éxpeénse,
and a return on investment. Fixed costs are partially récovered
through a service charge which the customers pay whethér 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
connodity rates.

The Commission’s water utility rate design policy,
establishéd in D.86-05-064, 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 ratés to be phased out.

Public water agencieés or local comnunity service
districts set their rates in different ways. Local governments
generate capital through large ”“connection fees” 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 these reasons, their rates can
be lower than those of private utilities.

The Commission’s General Order (GO) 103 does not allow
its reqgulated 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
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extension rules also allow the financing of extensions through/
contributions in aid of construction and advances for construction.

While the main extension rules allow recovery of a
portion of extension costs, they do not cover the costs of systen
improveménts needed to serve theé newly connected customers. A
connection fee charged for a new connection can be used to fund
‘needed improvements in the system. SoCalWater favors thée
institution of such fees for néw 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 reégulatory 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 financial branches of
Comnission staff, it is propitious to combine consideration of the
revision of GO 103 and the main extension rules into one
proceeding. Branch recommends that thé Commission issue an Order
Instituting 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 feés. 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 beliéves that unless the OIR {s limited to the issue
of connection fees, it will take three to four years to process the
OIR. Therefore, CWA recommends that SoCalWater be authorized to
charge a connection fee on a trial basis until the OIR proceeding

is completed.

/
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Discussion

The main extension rules which prohibit collection of
connection feés were adopted over 30 years ago. Since the adoption
of those rules, water utilities have undergone changes in ‘
econonics, regulation, water quality, risk, and other factors which
have caused financial hardships on some utilities and have often
resulted in high rates. 1In 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 custoners exceeds the
rarginal revenues received., The authorization of connection fees
would be an appropriate source of revenue to help utilities to
finance the additional plant needed to serve new 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, we agree with Branch that such authorization would bé a
major deviation from GO 103 and the main extension rules. We
believe that well-crafted guidelines will be needed to inplement
such changes. There may beé opposition to imposition of connection
fees by parties who Wwould pay the charges. We believe that a
suitable forum should be provided to all affected parties to make o
their view known to the Commission before a final decision is made.
An OIR will provide such a forum. Accordingly, we will direct the"
Executive Director to prepare an OIR to consider revising GO’ 103' o

G
and the main extension rules to allow utilities to collect serviciu‘ .
connection fees,: “i: ity s.o0w a3 5 T aX A0S Ash oy Jgﬂnd)}y
Sevtera Bt bi

Turning to the présent need for relief from high ’ratés in -

the Desert District, we believe that an OIR to revise GO 103 and 3?;3§:-

the main extension rules will not provide immediate relief to these
ratepayers. Considering the fact that it took approximately four
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 from high rates. We believe
that CWA‘s proposal to make an exception and allow SoCalwWater 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 belicve 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
O1R.

Since we expect the Desert District to provide 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 sexrve 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 SoCalWater 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 thé 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 Branchi
SoCalWater’s Calculation of Connection Fees

Item
Desert District Rate Base for 1988 $ 3,550,137.00
Desert District Rate Basé for 1989

using a 5% inflation factor 4

Water supply provided to customers 449,484 Ccf

Average Rate Base per Ccf of ,
water production (Line 2 + Line 3) 8.29

Average annual use by a typical
residual customer
(5/8 x 3/4-inch meter) o 120 Ccf

Rate Base for serving a customer
with 5/8 x 3/4-inch meter
(Line 4 x Line 5) 994.80

Proposed connection fee using a
24.6% income tax gross-up factor
{see note below) 1,239.52

Connection fee rounded to the
nearest $50 $ 1,250.00

Notet 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 comparing their flow rates to that of a
5/8 x 3/4-inch meter.
specified
Magimum Flow
Rate ‘
Flow Ratio to Capital Income Tax Rounded to
Meter (gpm) a 5/8x3/4* Facilities Gross-up Total nearest
Size Meter Charge @ 24.6% Charges $ 50

5/8x3/4" 20 $ 994,80 $ 244.72 $ 1,239.52 $ 1,250
3/4- 30 1,492.20 367.08 1,859.28 1,850 -
50 2,487.00 611.80 3,098.80 3,100

100 4,974.00 1,238.60 6,197.60 6,200

160 7,958.40 1,957.77 9,916.17 9,900

320 15,916.80 3,915.53  19,832.33 19,800

500 24,870.00 6,118.02  30,988.02 31,000

Over 4" (Detérmined on the samé basis, but subject to available
capacity.)
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Branch’s Calculations for Connection
Morongo Valley Service Area

Item

1990 through 1995 - six-year o
average customers 948

Additional customers to be served -
from 1990 to 1995 100

New facilitiest 0.20 MG reseéervoir, )
chlorinates, and chlorine building 175,000.00

Ccost of new facilities/additional
customers (Line 3 + Line 2) 1,750/cust.

Six-year average yearly 3,600 ft. g
main replacements - 154,283

Average yearly main replacements/
average customer (Line 5 s Line 1) 163/cust.

Total cost for adding a new _
customer (Line 4 + Line 6) 1,913/cust.

Proposed connection fee using
a 24.6% income tax gross-up factor 2,383.60

Connection fee rounded to the _
nearest $50 » . 2,400.00
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-

victorville Service Area

Iten
1990 through 1995, six-year 2,474

Additional customers to be served
from 1990 to 1995 663

New facilities? $1,662,300.00

Cost of new facilities/additional ,
customer (Line 3 + Line 2) 2,507 /cust.

Average yearly 16,750 ft. main _
replacements $§ 632,425.00

Average yearly main replacements/
avg. custs. (Line 5 + Line 1) 256 /cust.

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

Proposed connection fee using a
24.6% income tax gross-up factor $ 3,442.70

Connection fee rounded to the
nearest $50 $ 3,450.00

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

2 8000' of 12" main to connect Victorville #1 and Victorville
#4, 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 (MG) reservoir--Victorville #5, 3400’ of 12* transmission
main, enlarge capacity of Mohawk #2 well, enlarge booster capacity
at Mohawk plant, well--Victorville #5, Land--Victorville #6, 0.3 HG
reservoir--Victorville #6, 1300’ of 12 transmission main, 0.15 MG
reservoir booster--Victorville #3.
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Discussion
Both SoCalWater and Branch have made very good attempts

to determine the correct charges for connection fees. However;
both methods have flaws. Branch, in its calculations, assumés 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 determine the precise cost of
additional plant needed to serve a new customer. We expect to
develop a procedure to calculate charges for connection fées 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 connection fees are proportional to the meter size,
they more closely approximate the cost of serving the new 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.
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SoCalWater believes that assessment of a SAC is a
reasonable method to raise capital for needed improvements.
According to SoCalWater, authority for assessment of property
owners for special improvement projects could possibly be based on
the 1911 Streets and Highways Act and the Mello-Roos Community
Facilitles Act (Govt. Code § 53331). Theé procédural information
for such asseéessment could be derived from the California Government
Code § 38743 and California Water Code §§ 72000-74902 (Formation of
Improvement Districts).

SoCalWater opines that privately held public utilities
regulated by the Comnission are preéecluded from directly obtaining
funding under these laws and codes. However, it may beé possible to
obtain indirect funding if local governmental agencies, which are
covered under the laws and codes, choose to assess property owners
and then contribute thoseée 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 a4 SAC to assist in funding main replacement and fire
hydrant programs is to assure adequateée fire flow standards and to
help safequard against a moratorium limiting future development,

Although Branch’s recommendation refers only to a SAC for
7enpty lots,” 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 réeplacements
and fire hydrants for fire protection for thé entire service area
are included in rates and currently borne by existing customers,
the owners of parcels of land where water servicée has not béen
established essentially are receiving fire protection and future
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. Undér 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 somé 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 existing customers could expect
an immediate benefit because the contribution would offset
additions to utility plant for capital costs for main replacenents
and fire hydrants thereby reducing the revenue réquirement and
associated increase in rateées 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
developnent district, must adopt a
resolution of intention.

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

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 could

include the followingt -

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.

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.

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 agreées
with SoCalWater'’s concept for contributing funds to the utility.
However, Branch disagrees with SoCalWater that locadl governmental
agency would be subject to income tax gross-up at 24.6%. It is
Branch'sibpinion that the contributions by government agencies for
the purpose of public benefit are exempt from tax and therefore not
subject to 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 partié% 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 SoCalWatér to invite the local fire departments
to participate in the initial facility planning and présent the
SoCalWater and fire departments joint master plan to thé public to
win support of the SAC concept.

Condemnation of thé Water Systems by Public Agencies

A water system owned and operated by a public agency doés
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 & public agency is a possible way of lowering
rates to customérs. 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 to
set just compensation for thé utility. Therefore, the testimony
presénted on this alternative was intended mainly to educate the
ratepayers in attendance regarding the 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 inteérest 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
reqarding acquisition to determine if condemnation is possible
given the resources of the community., It was evident during the
hearing that a segmént of the community opposes condemnation.
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As to rate relief resulting from proposed condemnation by
MVCSD, SoCalWater states that although thé precise impact of such
acquisition on rates cannot be détermined 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 of
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 becember 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 whent

a. The property sold comprises a distribution

system.

b. 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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The sale of the system is concurrent with
the utility being relieved of and the
nunicipality or other public agency
assuming the public utility obligations to
the customers within the area served by the
systen.

In its report SoCalWater stated that the consideration of
the treatment of the gain on sale of the La Quinta system meéts 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 proposat.

On July 6, 1989, the Commission issued D.89-07-016 in
R.88-11-041. Ordering Paragraphs 2 and 3 of D.89-07-016 require

that:

72. The capital gain or loss, net of costs of
sales, realized from the sale of a
distribution system, under the
circunstances described in Ordering
Paragraph 1, shall accrue to the utility
and its shareholders to theée 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.

All proceeéedings 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 accordance with the
findings, conclusions, and order of this

decision.”

Since the La Quinta system (1) was operated separétely
from the other two systems of the Desert District, (2) was not
interconnected with the other 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
SocCalWater’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 included 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
enployeé in the Morongo Valley service
area.

2. Allovance for two new trucks in each of the
two service areas.

3. Reduction in revenue requirements estimated
connection charges.

Table @ shows the Desert District authorized results of

operations for 1989 and 1990,
It should be noted that SocCalWater revised its 1989,

1990, and 1991 construction budgets without altering the total
expenses for plant additions and improvements. Therefore, the
changes in rate basé¢ are due to the effect of connection fees.

The adopted quantities, tax calculations, and comparison
of rates are included in Appendices C, D, and E, respectively.

Timing of Rate Change
This decision will not be issued until February 1990.

Consequently, the Desert District’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, Thereéfore, we will waive the
requirement to demonstrate the need for the step increéease 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 198 1990
Operating Revenues $1,530.4 $1,674.6
Operating Expenses B
Purchased Power 165.2 176.9
Purchased Water 0.0 0.0
Purchased Chemical 1.0 1.2
Pump Tax , 6.0 0.0
Paer].l - District 28813 302.3
other O&M 119.8 137.3
- Oother A&G and Misc. 83.3 85.7
Business License 0.0 0.0
Ad Valorem Taxes - District 15.2 17.7
Payroll Taxes - District 21.9 23.2
Depreciation 114.3 130.2
General Office Allocation 57.2 61.2
Uncollectible 4.6 5.0
. Business License 8.0 8.8
Subtotal 764.5 819.3
Net Before Taxes 651.3 724.9
Income Taxes 204.8 - - 232.6
Total Operating Expenses 1,083.6 1,182.1
Net Revenue 446.8 492.5
Rate Base 4,096.1 4,499.2
Rate of Return 10.91% 10.95%
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Comments on ALJ’s Proposed Decision
The ALJ’s proposed decision was filed and mailed to the

parties on December 29, 1989. SocCalWater, 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 conteéention 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 thée existing system boundaries. Morongo opines that the
Commission is 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 § 21080
(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 increéase 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.

He 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 Proiject

CEQA requires the Commission to formally consider the
environmental impacts of certain "projects” before approving then
(Pub. Res. Code § 21002, CEQA Guldelines §§ 15004). The statute
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defines ”project” to include (a) activities subsidized by a public
agency, or (b) activities minvolving the issuance to a pérson of a’
lease, permit, license, certificate, or other entitlement for use”
by the agency (Pub. Res. Code § 21065(b)-(c), CEQA Guidelines

§ 15378).

The initiation of a connection féé for new hookups does
not constitute a project under this definition. The commission is
not subsidizing the construction, and the proposed ratemaking ‘
change does not constitute a *lease, permit, license, certificate,
or other entitlement for use.” According to PU Code § 1001, a
water utflity may expand its system by construction of new mains,
reservoirs, and hookups to most sets of new custonmers without
obtaining additional commission authorization (barring a specific
commission order to the contrary). Thus, the proposed ratemaking
change doés not give the applicant utility a right which it did not
already possess to construct new plant.- That authorization had
already been given the utility by PU Code § 1001 and the

comnission’s decision granting the utility a certificate of public

‘convenience and necessity.

2. The cCommission’s Action Doés Not Illegally
Exenmpt 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 eitheér a Negative
Declaration or an EIR (CEQA Guidelines § 15357). To the extent
that the new development will require construction of new water
pains, 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 decision would change the
formulas for allocating costs for new connections between existing
customers and new customers. Such a change can be, and is being,
made without consideration of what specific construction may be
done under the formula (making the creation of an EIR a highly
speculative event, at best). The commission decision is a rate
design decision, not a decision authorizing particular
construction. 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; SoCalWater filed applications requesting
rate increases for water sérvice in its Barstow, Desert, Los Osos,
and Metropolitan districts and for electric rates in its Bear
Valley Electric District.

2. On January 27, 1989, the Comnission issued D.89-01-043
which authorized rate increases for all other districts except the
Desert District. :

3. D.89-01-043, while adopting a summary of éarnings for the
Desert District, deferred the rate revision for the district and
ordered further hearings to address the problém of poor service and
high rates in the district.

4. D.89-01-043 authorized rates of return on SoCalWater’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 service
in the Desert District.

6. Branch recommends that SoCalWater’s proposed capital
improvement plans be adopted.

7. After conpletion 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 15-year period beginning 1992 to
complete the main replacement in the Victorville service areéa at a
cost of $500,000 per year.

9. Branch recommends that SoCalWater be ordered to complete
the 15-year main replacement program. )
10. SoCalWater requests that the 15-year main replacement
program be required only if the Commission adopts an alternate

method of financing capital improvements.

11, This order adopts an alternative method of financing of
capital improvements through the imposition of a service connection
charge.

12. 1In February 1989, SoCalWater hired an addltional employeeée
for the Morongo Valley service area.

13. Branch récommends that rates adopted in this order
reflect the new éemployee in the Morongo Valley servicé area working
half-time. ‘

14, Even with the new employee working full timeé, employees
in the Morongo Valleéey service area had to work overtime.

15. The 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 Deésert 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. The 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 rulés do not
allow regulated water utilities to charge connection fees.
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22. The rules which prohibit water utilities to charge
connection fees were adopted over 30 years ago.- -

23. Since 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 improvements needed to serve new custoners.

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 custoners,

26. GO 103 and the nain extension rules would have to be
revised to allow utilities to charge connéction 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 providé the needed relief from high rates and
would provide useful data for the rulemaking proceéding 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 new facilities and system improvements are the

costs assoclated with serving new customers.
32. SocCalWater 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 connection charges will more
closely approximate the cost of serving the customers than the
charges proposed by Branch. S
conclusions of Law

1. SoCalWater’s revised plans for capital improvements
should be adopted. '

3. 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 hew employee in the Morongo Valley servicé area
should be authorized on a full-time basis.

5. SoCalWater’s proposal for two additional trucks should be -
adopted. .
6. An OIR should bé instituted to consider revising GO 103
and the main extension rules to allow water utilities to charge
connection fees.

7. SocCalWater should be authorized to charge connection fees
{n the Désert District on a trial basis until the commission issues
{ts 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 ${ts 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 Appendix A. This filing shall comply
with General order (GO) 96. The effective date of ‘the revised
schedulés shall be 5 days after the date of filing. Thé revised
schedules shall apply only to service reéndéred 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 for 1991 included in Appendix B, or to file
a proportionate lésser increase for those rates in Appendix B for
the Desert District in the event that district’s raté of return on
rate base, adjusted to reflect the rates then in effect and normal
ratemaking adjustments for the 12 months ended Septémber 30, 1990,
exceeds the later of (a) the rate of return found réasonable for
SoCalWater during the corresponding period in the then most recent
decision or (b) 10.95%. This filing shall comply with GO 96. The
requésted step rates shall be reviewed by the staff to determine
their conformity with this order and shall go into effect upon
Conmission 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 step 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 Comnission’s
consideration an Order Instituting Rulemaking (OIR) to revise
GO 103 and the main extension rules for water utilities to allow
water utilities to charge connection fees for new custoners.




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

4, SocCalWater is authorized to charge a connection fee to
new customers in its Desert District. The rate schedulés included
in Appendices A and B shall include charges for connéction fees,

5. The authorization to 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 filed
with SocalWater’s annual report beginning the report for 1990.

2. SoCalWater shall file a revised service area map to

reflect the capital improvements.
8. This proceeding is closed.
This order is effective today.

Dated EEB 71890 , at san Francisco, California.

G. MITCHELL WILK

Prestdent
FREDERICK R. DUDA
STANLEY W. HULETT
JOHN B. OHANIAN
PATRICIA M. ECKERT

Commissioners

| CERTTIFY THAT THIS DECISION
WAS APPROVED BY THE ABOVE
COMMISS]ONERS TODAY

]

M

WESLEY FRANKUN, Adting Execuhve Director
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SCUTHERN CALIFORNIA WATER OOMPANY — DESERT DISTRICT
Schedule Ho. DEM-1
Morongo Valley Tariff Area
GENERAL, METERED SERVICE

APPLICABILITY

Applicable to all metered water service.
TERRTTORY

Morongo Valley and vicinity, San Bermardino County.
RATES

Per Meter
Per Month

Quantity Rates:
For all water delivered, per 100 cu.ft.... $ 2.9284

Service Charge:

For 5/8X3/4-ilﬁ'lmter tedsssboass s 24.70
For 3/4-51‘)d'lmter Sbesesbansas s 26.60.
For 1—mmter XN 34.20
For 1-1/2-mmter A4 s BB BB GEBE G E 39.90
For 2-mmte.r L N N N N I O I NI A I ) 57.00
For 3-ilﬁlmter Ry 115.00
For 4-inch meter sssssssessessatns 165.00
For 6-inch meter sesssessesaananss 292.00

The service charge is applicablé to all metered service,
It is a readiness-to-serve charge to which is added the

during the month computed at the Quantity Rates
for water used,

SPECTAL OONDITTONS

1. Due to an undercollection in the Balancing Acoount, an
amount of $0.1314 per Ccf is to be added to the quantity
rates above for thirty-six months from the effective date
of this decision to amortize the undercollection.

All bills are subject to the reimbursemént fee set forth
on Schedule No. UF.
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SOUTHERN CALIFORNIA WATER OOMPANY - DESERT DISTRICT

Schedule No. DEM-2H

HAUILAGE FIAT RATE SERVICE

APPLICABILITY

Applicable to water delivered from Company designated outlets
for haulage by customers for domestic use.

TERRTTORY
Morongo Valley and vicinity, San Bermardino County.

RATES

Per Mornith
For water delivered for damestic use only
and when hauled by the custamer.cvisessessssaes $ 12.70 (1)

SPECTAL QOHDITIONS

1. Each customer desiring to cbtain water under this schedule
mist make an application for service to the utility.

2, Service under this schedule will be furnished only fram
Campany designated cutlets specified for haulage service
consisting of 3/4-inch hose bib with garden hose fitting
located in Morongo Valley as follows:

vest side of Bella Vista Drive 400 feet north of Canyon
Road.

Nortlwest comer of Park Averme and (holla Avene.

East side of Hess Boulevard 100 feet north of Paradise
Avenue,

Due to an undercollection in the balancing account, an
amount of $0.1314 is to be added to the monthly rate shown
above thirty-six months from the effective date of this
thirty six months from the effective date of this decision
to amortize the undercollection.

All bills are subject to the refmbursement fee set forth
on Schedule No. UF,
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SOUTHERN CALIFORNIA WATER QOMPANY - DESERT DISTRICT
Schedule No. DEV-1
Victorville Tariff Area

GENERAL METERED SERVICE

APPLICABILITY

Applicable to all metered water service.
TERRITORY

The vicinity of Victorville and Iucerne, San Bermardino County.
RATES

Per Meter
Per Month

Quantity Rates:

’ For all water delivered, per 100 cu.ft.... $ 1.6993
Service Charge:

For 5/8)(3/4 —inch meter ivvessvsssrncsnss $ 10.30
For 3/4-mmtér R 14.25°
For 1-mmter Y 17.10
FOI‘ 1"1/2"mmter UL B EISENED GRS 21:85
For -i.rd'lmte-r ANV e b Enbo s 32.30
For "mmter s sdesassnsssaay 59,00
For 4-ind1mtér Sressanashessbana 90-00
For G-ird'lmte-r boesessesssantase 154.00

The service charge is applicable to all metered service.
It is a readiness-to-serve charge to which is added the
charge during the month oorputed at the Quantity Rates
for water used.

' SPECIAL CONDITIONS

1. Water supplied in the territory caprising a portion of
Section 16, Township 4 North, Range 2 West, San Bermardino
Base and Meridian, located 15 miles southeasterly of
Victorville, San Bernardino County, is of high fluoride
content.

(Continued)
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SOUTHERN CALIFORNIA WATER OCMPANY - DESERT DISTRICT

Schedule No. «oEv—i
(Contired)

Victorville Tariff Area

GENERAI, METERED SERVICE

SPECTAL, QONDITIONS

2.. Due to an undercollection in the balancing acoount, an- ..
amount of $0.1314 per Ccf is to be added to the amount ‘
shown above for thirty-six months from the effective date of
this decision to amortize the undéroollection.
All bills are subject to the relmbursement feé set forth
on Schedulé No. UF,
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SOUTHERN CALIFORNIA WATER OOMPANY - DESERT DISTRICT
schedulé No. DEM-SC
Moroogo Valley Tariff Area
SERVICE, CONNECTION FEFS

APPLICABILITY

Applicable to all applicants requesting new service line and - -
meter connection to thé existing distr ion system, not
including the restoration of services which were previcusly
disconnéected

TERRITORY
The Morongo Valley and vicinity, San Bermardino Oounty.

RATES

. Connection Charge:

For 5/8X3/4‘i!ﬁlmter besbasbsdarnssne s
For 3/4"1“) mter sassasssbababDOE S
For 1-1nch Meter sieesecccansvonan
For 1"1/2‘mmter sesbssesrsNtLsL .
For 2-Inch mMeter cviievenesssnsnse
For 3"mmter Sesaustsasssst i
For 4-mmter EEREENNNESENNEEEN)

SPECIAL, QONDITIONS

1. Service connection fees are to be considered as
Contribution-in-Aid-of Construction and will be applied
as a reduction to rate base to offset cost of capital
expéenditures for facilities necessitated by the addition
of new custamers to the éxisting system.

All bills are subject to the reimbursement fee set forth '~
on Schedule No. UF.
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SCUTHERN CALIFORNIA WATER OCMPANY ~ DESERT DISTRICT
Schédule No. DEV-SC
Victorville Tariff Area
SERVICE OONNECTION_FEES

APPLICABILITY

Applicable to all applicants requésting new service 1ine-and- - -
water connection to the existing disgr‘ib:tim system, not
including the restoration of sérvices which were previously

il . - i ; ,

*

TERRTTORY

The vicinity of Victorville and Incérne, San Bermardino
County. .

®
Connection Charge: - FPer Meter

FO]’.‘ 5/8)(3/4-ind'lttet£r IR R R RN NN NE NN
For 3/4-mm RN E TR N N 1,850
For l-ind'lnﬁtér R E R R R R R RN NN ) 3,10'0
For 1-1/2-111(311:&?.81‘ SeasdBIESBLIEIEE LS 6,200
For 2—mmter T SR EEXEEEE R N ]
For 3-ind"lmter s ssadsasnubinbB
For 4‘mmter sassesssssstite

SPECTAL, CONDITIONS

1. .Service oconnection fees are to b¢ considered as :
Contribution-in-Aid-of-Construction and will be applied
as a reduction to rate base to offset cost of capital
expenditures for facilities necessitated by the addition
of new customers to the existing system.

2, All bills are subject to the reirbursement fee set forth
on Schedule No. UF.

(END OF APPENDIX A)
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SOUTHERN CALIFORNIA WATER OOMPANY - DESERT DISTRICT
Morongo Valley Tariff Area
Each of the following increases in rates may be put into effect on
the indicated date by filing a rate schedule which adds the appropriate
increasé to the rate which would otherwise be in effect on that date.

Effective Date
1-1-91

SCHETULE DEM-1
Quantity Rates
For all water delivered, per 100 cu.ft....

Service Charge:

F0r5/8x3/4'1'@mter..onnn-ooonat-.o-o
For 3/4-i.l‘d‘ll'l’etér.............n...
FO]:' l—mmmna-nann.--onnt-i.n
For 1‘1/2'11@Héter.no-ooh-oloonanaoa
For Z-irdln'eter..........--.u...
For . 3—1rd1n€ter..................
For 4'il'ﬁlmtéroaanni-asnn-aiao.-
FOI' ﬁ-mmtaa-onnnuslan-o---no

SCHYIWUIE DEM-2H

For water delivered for doméstic use only
and when hauled by the customer.sieicicrsness
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SOUTHERN CALIFORNIA WATER COMPANY - DESERT DISTRICT

Victorville F‘Iariff Area

Each of the follow1ng increases in rates may be put into effect on
the indicated date by filing a rate schedule whlch adds the apprcpriate
increase to the rate which would otherwisé be in effect on that date.

Effective Date
1-1-91

SCHEDULE DEV-1
Quantity Rates
For all water delivered, pér 100 cu.ft.iiiisase

Service Charget

For 5/8X3/4-ind'1mter.......................
For 3/4—ind'lnﬁte'r.....-.................
For 1-inch meteriivisesisenasosisassasa
For 1llz-mmterannuciootoonons.oonan-o
For 2-inch metericeissscscosssasssnrans
For 3‘1[131mterooloain-_-.nnoo.oluclo.‘
FOI‘ 4"1]131n‘etera--an-.-...-...---o--.-
For 6-inch meter.civecsssiesassinsacsnns

. = - . s &

NBOOOOOD
88353888

(END OF APPENDIX B)
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SOUTHERN CALIFORNTA WATER OOMPANY
Desert District

ADOPTED OUANTITIES

Name of Company: Southern California Water Company
District: Desert

1. Net-to-Gruss Mialtiplier:
2. Federal Tax Rate!

3. State Tak Rate!

4., Iocal Franchise Rateé:

5. Uncollectible Rate!

Offsettable Itemns Test Years

Purchased Power 1989

1990

A. Supplier - Southern California Edison Co.
(effectove 7/1/89)
B. Ccf/kKéh ~ Electric Pup 1.157
Electric Boosters

Cc. Xsh (Total) 1,503,084
D. Average Cost/kkh $ 0.10370

E. Total Cost of Power 165,200

Ad Valorem Taxes 15,200

Number of Services — Meter Size

1989

5/8 x 3/4 3,007
3/4 . -

1 117
1-1/2 9
18

4

1

1.157

1,697,745
$ 0.10420
176,900

17,700

3,156
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10. Number of Services:

MNo. of Services  Usage-KCcf Avg. Use~Cef/yr.
1989 1990 1989 1990 1989 1920

Comercial-Metered 3,146 3,386 496.1 536.7 157.7 158.5

Haulage-Flat rate 25 25 -
Public Authority 7 7 1.5 1.5 211.9 211.9
Resale 3 3 3.8 3.8 1,269.8 1,269.8

Oﬂler 3 3 4.2 __4._2 1‘39901 1,399.1

Subtotal 3,184 3,424 505.6 546.2

Private Fire Prot. 1 1
Total 3,185 3,425

Water loss! 12.2% 10%

Total Water Produced (KCcf)
Paped Water (Kocf)

Purchased Water (KCcf)

(END OF APPENDIX C)
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SOUTHERN CALIFORNIA WATER OQMPANY
Desert District

INOOME TAX CALCULATIONS

1989 ' 1990
(Dollars in Thousands)

Total Reverue $1,530.4 $1,674.6

-
-]
BN

Purchased Power
Purchased Water
Purchased Chemical
Pump Tax

Payroll

Gther OM

Gther AsG

Business License

Ad Valorem Taxés
Payroll Taxes
General Office Allocation
Uncollectible
Business Licensé Tak

Subtotal
Interest 225.8
Total Deductions ' 1,045.1

&
o

B
-
A D WO
mU\H‘U\lOUI:J.SQpQ
PONNLNONWWOINOW

O 0D b QO b OO
Wbl = NOWORO

CONVNOWRWOOON

-]
e
(5]
=]
—
=)
w

state Tax Depreciation 283.3
State Tax @ 9.3% 32.2

Federal Tax Depreciation 10.1
Federal Tax @ 34% 199.7

Total Income Tax 232.6

(END OF APPENDIX D)
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SOUTHERN CALIFORNIA WATER OOMPANY

Desert District
Morongo Valley Tariff Area

Camparison of typical bills for residential metered customers of
various usage level and average usage level at present and authorized rates
for the year 1990 without balancing acoount amortization.

General Metered Service
(5/8 % 3/4-inch meters)

$ At Present ¢ At Authorized
Monthly Usage ¢ Rates H Rates

(Qubic Feet)
300 $ 24.95 $ 33.49
500 31.13 39,34

1,000 (Average) 46.57 53,98
2,000 77.46 813.27
3,000 108.35 112,55
4,000 139.24 141,84
5,000 170.13 171,12
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SOUTHFRN CALIFORNIA WATER COMPANY - DESERT DISTRICT
Victorville Tariff Area

Camparison of typical bills for residential metered customers of
various usage level and average usage level at present and authorized rates
for the year 1990 without balancing account amortization.

General Metered Service

(5/8 % 3/4-irch meters)

At Authorized
Monthly Usage : Rates

{(Qubic Feet)

300 $ 15.40

500 18.80
1,000 27,29
1,400 (Average) 34,09
2,000 44,29
3,000 61,28
4,000 78.27
5,000 95,27

(END OF APFENDIX E)




