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DeCiSion __ .S_2_i)_3_0 __ ,=-~_·· MAR 2 - 1982 

BEFORE THE PUBLIC UTILITIES COY.MISSIO~ OF THE S~TE OF CkLIFO~~A 

In the Matter of the Application ) 
of the SOUTHER.'" CA.LIFOR."'IA 'f.~'!'ER ) 
coy~~~;r ~or an order authorizin9 ) 
it to increase the rates ~or water ) 
service in its Arden-Cordova Dis- ) 
trict, dba Arden Cordova Water ) 
Service. ) 

-----------------------------, 

Application 60798 
(Filed Auqust 5, 19a!) 

O'!o1elveny & Myers, by Ric~ard K. S~it~, 
~, Attorney at Law, !or Southern 
California W~ter Co~pany, applicant. 

Phili"O Scott • .. ;eis~ehl, Attorney at Law, 
~or the Co~~iss~on staff • 

o P I ~ I 0 :\ 
-~ ...... ~ ......... ~ 

Applicant Soutberr. California ~'~ater CO:lpany seeks 
authority to increase rates for water service in its Arae~­
Cordova District. The rate increases proposed by applicant 
are in steps designed to increase annual revenues in 
1981 by $220,000, or 36.96%, over the revenues produced by 
rates in effect on April 30, 1981 Ci.e., at the ti~e the ~otice 
of Intent was filed); in test year 1922 by $72,500, or 8.66%, 
over revenues fro:l rates proposed for 1931; in test year 1983 

by Sl09,lOO, or ll.8S%, over revenues fro~ rates proposed for 
19C2: and in year 1984 by 575,400, or 7.24%, over revenues 
fro~ rates proposed for 1983. 

The foregoing proposed increases exclude the effects 
of ~he Econo~ic Recovery Tax Act of 1981 (ER~). In this 
connection applicant supplemented the information on this 
application provided in the notice o! hearin9 ~ailed to its 
customers as follows: 
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" NOTE --- Th~ incrc~se in rates reoue~ted 
.re further increased by~a total 
0: l8.2% in 1982 and 18.0% in 1993 
to reflect 'The Zcono~ic Recovery 
T~ Act 0: 1ge1' si~ned into law 
on Auqt.lst 13, 1981." 

The hearing in this matter was preceded by an in!or~al 
public meeting held durin; the evenin~ on August 27, 1981 at the 

Cordova Co~~unity Center. The ~eetin9 was sponsored by a~plicant 
and the Co~~ission staff to provide custo:ers ~~ op~rtunity to 

express their views and to give applicant an opportunity to 
explain or respond to questions or co~plaints in an in:or=al 

scttinc;. ::otiee 0: this info:rnal r:lceting was mailed to the 
custor:le:s. Only two customers attendee. One of thcr:I co~-

plained of low water press~re and the other objected to the 
size of the rate increase requested. Applicant a~reee to loo~~ 
into the pressure problec ane r~po:t bnck to staff and the 
custo::ler. 

After due notice, public hearing was held in this 
matter before Adoinistrative Law Judqe !t.ain on a consolidated 

record with Application CA.) 60799 (Santa Y~ria District) in 

Los Angeles on Dece~er a, 1981. A.60799 ~~ll be deei~ed ~~ ~ 
separate order. This proeeeCing was sub:itted upon the filing 01 
concurrent briefs due on or before Dececoer 3l. 1981. 
G~ner~l Information 

Applicant owns and operates water syst¢m$ in 19 
districts and an electriC syste~ in Big Bear Lake, California. 
Each district is a separate unit for operational, accountin~, 

and rate~akinq purposes. The districts are qrouped into five 
divisions. The headquarters and general office is located in 

Los Angeles. Custo~e=s' bills for all districts are prepared 
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at the Los Angeles general office. Overall !unctions such as 
accounting, engineering, data processin~, and purchasing are 
also centralized there. 

As of Dece:tJ:)er 31, 1930, state,dc.e applicant ..,las 
serving 231,671 custo~ers ~~C had 320 e~ployees ~~d an invest­
~ent in utility plant of S147,467,000. Gross operating revenue 
for the 12-month period ended Decetiber 31, 1930 was $36,527,000. 
Applicant's approximately 2,000,000 shares of co~~on stock arc 
o~~ed by ~ore than 5,000 indivic.ual and institutional share­
holders. Its preferred stoc~ (200,400 shares in four series) 
is held by institutional inve~tors. 
A~d~n-Corcov~ Distriet 

The Arden-Cordova District is co~prised of two wa~er 
Si"stc::\S that are not physically interconnectec.. 'l'he A=den 
service area is located approxi~ately six miles fro::'l the 
Cordova se~ice area. Both service areas are located east 
0: the City of Sacra~ento ~~e are in county tcrrito=y. 

The district o::ice is located in the Cordova service 
area and handles local business relating to custo~er contact$, 
applications for service, and complaints for both areas. 

The area is ~ostly rc~idential. Of the 8,552 
custo~ers scrvcc in the Arden-Cordova District as 0: Dcce~er 
31, 1980, ~pproxi~ately 99% were in the co~~rcial classi!i­
cation which consists 0: residential ~~d business custo~ers. 
The water supply was o~tainee :ro~ 22 wells anc :ro~ treated 
sur:aee water. The latter is obtained =ro~ Fo1so~ ~~~ via 
the Fol~o~-South Canal. As 0: Decc~~r 31, 19~O there were 
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152,l65 feet o! distribution ~ains ran;in; in size fro~ !our 
inches to 24 inches in dia~ctcr and two one-~illion-;allon 
steel reservoirs. the historical cost o! utility plant in 
service in the Arden-Cordova District at Dece~r 31, 1980 
was S5,4l2,262, and the depreciation reserve was Sl,097,532, 
yie1dinq a net depreciated cost o! S4,314,730. 
Service 

In Chapter 12 of E~~ibit 20 staff su~~arized the 
service co~plaint$ receivee ~y applicant as ~ollows: 

Partial 19a1 
112Q. (Ja:'1.-Jt:~C'!) 

Water Q-.Jality 18 36 
Pressure 11 5 

Leai:s 3 
Bi1lin~ 19 35 
!I.isce 11aneo\ls 30 10 - -

'!'otal 78 e9 

Staff ex~~inecl applicant'S records on service co~plaints, 
inspected a,p1icant's facilities, and participated in the ~~qust 
27, 1931 in:o~al ~eetin; held in Arden-Cordova. In sta!f's 
opinion applicant is renderinq satisfactory service in this 

district • 
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Wat~r Cons~rvation and Pu~~ E!fieienev 

Applicant has an est~~lishcd progra~ to pro=o~e water 
conservation. Curren~ly, its efforts are directed pri~rily 
toward providinq conservation re=inders through inserts ~ailed 
with custo~ers' bills and through newsp~per advertiseoent~. 

Applicant also h~s an esta~lishcd progr~ to oaintain 
p~~p efficiencies. Staff reports that all "well p~~ps show 
a~ve the average-fair efficiency rating. On ~ost ~s~cr p~~ps, 

no adc~ate test section is available; however, these pu~ps 
are physically chec%ed periodically by utility for excessive 
wear." 

Present ~nd Proeoscd ~t~s 

Basic rates for the Arden-Cordov~ District "',ere set 
by Decision (D.) ell76 dated ::arch 26, 1973 in A.S3S12. Since 
then, the Co~ission has authorized (1) a rate increase to 
offset increases in purchased power costs ~ne (2) ~ !ire 
protection su:ch~rge. 

In this district fl~t rate water service predo~in~tes 
(i.e., it provides 77% of the revenues). All residential and 
most business customers are on flat rate service. All industrial 
~~d public authority custorners are on metered service. Present 
rates for flat rate service are: 
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Arden Tan!! Area 
<Schedule ACA.-2) 

Per Service 
Connection 
Per Month 

For 4 .ingle unit of occupancy, 
i~ludins premises not exceeding 
12,000 sq.!t. in areA •••••• _ ••••• 

For 4 duplex including premi.es 
not exceeding 12,000 sq.!t. in 
area ••••••••••••••••••••••••••••• 

a. For each 4dd,i1:ional detached. 
~n1 t of OCC~PAncy on the same 
premises aM served from t.he 
same service ~onne~tion •••••• 

b. For ea~h swi:ming pool eq"u,pped 
with re~irc~14tins filt.er system, 
on t.he same premiGes and served 
from the same service 

$3.55 

7.10 

1.85 

connection ••••••••••••••••••• 1.00 

Fire Pro-
tection 
S~rcharge 

Per Scrvi<:e 
Connection 
Per Month 

$0.14 

0.27 

0.06 

Arden 'rariff Area 
(ScheGul~ ACA-2) 

Cordova Tariff Area 
(Sehedule ACC-2) 

Fire Pro-
t.ec1:ion 

Surcharge 
Per Service Per SeM<:e 
Connection Conn<:<:t.1on 
Per Month Per l"-onth 

$4.55 $0.13 

9.10 0.27 

1.85 0.06 

1.00 

Per Service Connection 
Per Month 

For a single unit. of occupancy, i~luding, 
premises not exceeding 12,000 .q.ft. in 

1982 1983 19~ - - -
area •••••••••••••••••••••••••••••••••••••••••••••••• $ 6.00 $ 7.00 $ 7.75 
For a duplex including premises not 
exceeding 12,000 sq. ft.. in .rea • ____ •••••••••••••••• 12.00 14.00 15.50 

a. For each additional detached unit. of 
occupancy on the same premises and served 
from the lame service <:onneetion •••••••••••••••• 3.50 4.00 4.00 

b. For each swimming pool equipped with 
recir<:ulat1ng filt.er system, on 'the 
same pr~sea aM served from ti\e *$fIe 
service connection •••••••••••••••••••••••••••••• 
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CordOVA 1'4r1!! Are4 
(Schedule ACC-2) 

For a single unit: of ~cupAncy~ including 
premises not exceeding 12,000 Gq.ft. in. 

Pcr Service Connection 
Per Month 

1982 1983 1984 - - -
area •••••••••••••••••••••••••••••••••••••••• _......... $ 6.50 $ 7.25 $ 7.75 
For a duplex, including premises not: 
exceeding 12,000 sq.ft. in arca ••••••••••••••••••••••• 13.00 14.50 15.50 
a. For each additional detAched unit of 

occupancy on 'the :;ame premises .and served 
from the same service ••••••••••••••••••••••••••••• 

b. For each swimming pool eq\lippec1 with 
recirculating illter syatem, on. the 
same premises and served from the 
same service conncct:ion ••••••••••••••••••••••••••• 

3.50 

1.75 

4.00 4.00 

2.00 2.00 

Under this proposal Sched~lc~ ACA-2 ~nd ACC-2 in 193~ 
would have the sa~e rates and be co=~ined at that point into one 
co~~on :lat r~te tariff schedule (Schecule AC-2). Fo: ~etered 
service applicant proposes to consolid~te the sehedule~ :0: the 
Arden and Cordova tari!f areas in 19S2. ~hc p~esent ~ne ?roposcc 
r~tes for ~cneral ~etercd serviee arc as follows: 

-7-



'. 

• 

.' 

A .60798 AJ.,J/EA 
Arden T4:d.ff Area Co~ov. "!4rif! Are .. 
(Schedule ACi-l' (Sche-dule ACC-l) 

Fire Pro-
tection 

Present Rates Sureh4rge 
Per Meter Per Meter 

C(uanti ty Rates: P<!'r Montl, Per Y.onth 

First 5,000 cu.!t., per 100 eu.ft. • $ 0.161 
Next 95,000 eu.ft., per 100 eu.ft. • 0.237 
Over lOO,OOO cu.£t., per 100 cu.ft. • 0.237 

Serlice ChArge: 

For 518 x 3/4-ineh meter •••••••••••• $ 2.00 $0.06 
For 
For 
For 
For 
For 
For 
For 
For 

3/4-1neh meter •••••••••••• 2.25 0.07 
l-inch meter •••••••••••• 2.50 0.10 

1-1/2-1neh meter •••••••••••• 3.50 0.13 
2-ineh meter •••••••••••• 4.50 0.17 
3-1neh meter •••••••••••• 6.00 0.32 
4-inch meter •••••••••••• 13.50 0.44 
6 .. inch meter ............ 25.00 0.72 
8-ineh meter •••••••••••• 32.00 1.07 

"!he Service Charge 1G 11 re.adines8-~o-serve c.hArge 
Ap~lieable to all meter~ service and to which is 
to be added the qU&''"lt1ty ch4rse comput~ 4t the 
Qu.o.nt1 ty R4tes. 

Ard~n-CordQV4 District 
'Schedul~ AC-l' 

Fire Pro-
teetion 

Sureh4rge 
Per Meter Pc:- Meter 
PeT' Month. P<!'r l".or.th 

$ 0.161 
0.135 
0.106 

$ 2.00 $0.06 
2.25 0.07 
2.50 0.10 
3.50 0.12 
4.50 0.17 
6.00 0.32 

13.50 0.44 
25.00 0.72 
32.00 1.07 

Propos<!d ~tes 

Quo.nt1 tj" 4tes: 
1982 1983 1984 - - -

For all water delivered, per 100 cu.ft ••••••••• $ 0.213 $ 0.222 $ 0.222 
Serv1~e Ch4rge: 

For 518 x 3/4-ineh meter ••••••••••••••••••••••• $ 3.50 $ 2.85 
For 
For 
For 
For 
For 
For 
For 
For 

3/4-inch meter ••••••••••••••••••••••• 4.25 4.75 
l-inch meter ••••••••••••••••••••••• 7.00 8.00 

l-1/2-ineh meter ••••••••••••••••••••••• 12.00 14.00 
2~i~h meter ••••••••••••••••••••••• 17.00 19.00 
3-1neh meter ••••••••••••••••••••••• 26.00 29.00 
4-1nch meter ••••••••••••••••••••••• 27.00 41.00 
6-ineh meter ••••••••••••••••••••••• 55.00 60.00 
8-inch me~er ••••••••••••••••••••••• 70.00 SO.OO 

The Service Ch4rge is. re4d1neu-to-$erve ~harse 
.pplicab1e to all metered aervi~e and to .... hich is 
to be addeO the qulltlti t;y ch4rge comj)ute<! .e.t the 
Quantity R4tes. 

$ 4.50 
5.75 
9.00 

17.00 
22.00 
35.00 
50.00 
70.00 
90.00 
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In the last general rate proceeein~ decision :0: ~~is 
district CD.Sl176, supra) applic~~t w~s ~uthorized to consolieate 
the then sep~r~te Arden and Corcova Districts into one dis~iet 

for aecountin; anc r~te~aking purpose~. Its proposal in this 
proceeding to ~erge the Arden ~~d Cordova t~ri:! areas ~t t~is 
ti~e for gener~l ~etered serviee and in 199~ for =lat rate 
serviee are ~ut final steps, which our staff supports, in eo~-
pleting the earlier consolidation. 

A~~lic~~t's proposec rates co not re!leet ~ny increases 
in Pacific Gas anc ~lectric Co~pany's 'PG&~) rates for ?~c~ased 
power placed in effect after Janu~ry 1, 19$0. Applic~~t ~as 

requested in its application that "th~ effect 0: inerea~e~ or 
decreases in the rates :or p'Urchased po ... :er, postage, la~r, 
payroll tax and property tax :ro:\ those re:leeted in this A?~!i­
cation but in e::eet at the ti~e 0: Decision ••• ~e incl~dcd in 

the rates authorized." 
Need For Rate Relief 

In its ~pplication ~pplicant indieated the nee~ :or 

rate relic: was caused by continuin~ inereases in operating 
e~enses and by increases in cost o~ ~oney and rate 0: retu:~ 
rcquirer.lents. 
Ra t~ of Return 

Applicant ane staff a~=ee on the t~~s ~nd ~~ou~t~ 
of fin~ncinq proposed in test years 19:2 and 19S3 ane in 19S~. 
Applicant accepts staff's use 0: average yea: capital co~ts 

and also aeeepts ~he capital struetu=e 0: approxir.lately Sl~ 
de~t, 12% preferred stock, ~~d 37% equity proposee by staff. 

Applicant and sta:f disaq=ee on the rate 0: return on eo~~on 
equity with applie~~t advocating l6% ~~d staff a 14.S0-15.00% 

range. Applicant and staff also disaq:ec on interest rates on 
future debt and ~~c dividend rate on a future preferred stoe~ 
issue. 
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Pour co=ponents cocp:isc the debt ~~e ~re!crrcd stock 
portion of applicant's capitalization. The !our co=ponent~ 
are lon9-te~ debt, ~ank loans, a tc~ note, and pre!errce 
stock. As for long-te~ debt in 1982, 1983, and 190~, 
~pplieant proposes to issue bonds in the principal ~ount 
o! $6 ~illion, $6 ~illion, and $5 ~il1ion, respectively. 
To market these issues, applicant projects that the ~nes 
issued in 1932 will have to ~ar interest at a rate 0: 17% 
~~d the ~nds issued in 1983 ~nd 199~ wi1~ have to bear 
interest at a rate oo! 15%. Sta!! has esti~ated t.i,at the 
applicable interest rates will ~ 15% in 19S2, ~4% in 19:3, 
and 13.5% in 1984. 

The di!:erences between ap?lic~~t's and ~ta:!fs 
esti~atcd costs 0: the ban% loan and te~ note co~~onents 
0: ap?licant's capitalization result !=o~ ~he ?a=tie~· 

""h.... \0.......... loa"" co ...... o ... en.. ~ to ... $ '! 2 ... ~ , , ';0'" '!.;....... o.r ,," ... ,..~.;... ., •• "'" _.,.,; i.I"".,..,. .... ."':'" _~ #II ... _oJ.... ,,;. ... ~ .... _ ............ 10_ .. y __ w. .... "" .... .. 

interest rate on the line 0: credit floats with the ?ri~e 
rate. The term note co::\ponent will be a five-yea: note 

\0.' h 1" , '-" ". w •• :.c. app :oca:'lt :.s currQ':'l't ... y ne<;ot:.a ... :.nc;t Wl.t •• 

0: ~icago to refinance a po=tion 0: the line 
that ~~~k ane First Interstate Bank. Since the te~ note is 
:unded debt, the interest cove:a~e re~~i=e~ent i=?Osed by 

l ' .. , 'd ~ '11 l' 't ... ~ t ~ no-e - .. p-~~c~~a' app :.can ... s :on en ... ures ..... :, 1:::.:. ....... 0 e __ • ... ... 0 ~ ........... 1:' ... 

~~ount of $5-6 ~il1ion. The interest rates on the te~ note 
will be the pri~e rate plus l/~% in 1982, t~e pri:::.e ra~e plus 
3/8% in 1983, and the pri:e rate plus 1/2% in 1984, 1935, ane 
1986. Applicant has csti::tated that the p=i~e rate will be 

l7% in 1982 and 15% in 19S3 and 1~e4. Sta:= has esti~tee 
that the prime rate will ~ 17.5% in 19a2, 15% in 1983, ~~6 
l~% in 193~. 
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Both applicant and sta:: aqree that applicant sho~l~ 
issue $2 million of pre!errce stock in 1984. However, applic~~t 
esti~ates the dividend rate on that stock will be 15%, wherea= 
staff estimates a dividend rate 0: 13.5%. 

The recent past provides salient exa~ples 0: the 
di::icul~y in :orecasting correctly only the direction interes~ 
rates "'ill taJ.:c without a~tc::lptin7 to cr..:.anti:y the ch.a."'l.qe=. 
!ievorthclcss, speci:ic esti::late,s 0: the cost o! ne-,l de~t ane 
pre:erred stoc1: are essential to our rate 0: return dcte:=i~atio~. 

In D.93337 dated Dace::lber 30, 1921 in A.601S3 ~"'l.e 

related matters, we ass~~ed at pa~e 51 C~i~eo.) that (1) :or 
1962 all new PG&Z long-te~ ee~t Cwith PG&E bonds at an AA 
rating) would sell at an interest cost of 15% and pre:errec 
stock at a dividend rate 0: 14.75% ~"'l.d (2) :0: 1983 all new 
PG&S lonq-tc~ de~t would sell at an interest cost 0: 1'% and 
pre:erred stoel: at a divieene rate 0: l3.75%. Althouqh appli-
cant's bonds are privately ~laced with ~ension funes or incuranee 
companies and therefore unrated, they very o~Jiously do not 
qualify as hi;h-grade (AA or better) o~liqations. Vpon care:~l 
consideration 0: the esti~ates ~y applic~~t and s~a== in 1iqh~ 
0: our above eete~inations in the PG&E ~ene:al rate ?roceedi~q, 
we believe the following are reasona~le cost rates for a~licant·s 

new ecbt ane preferred stock: 

19C2 1ge3 1984 - -;;;-., 
~ 

to to ,. 
New Bonds 15.50 14.50 14.00 
Bank Loans 17.00 l5.00 1-'.50 
'.t'em Note 17.25 15.38 15.00 
New Preferred 14.00 
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Applic~nt believes a l6% rc~urn on equity is 
necess~ry to increase its :inanci~l covera~es. Since 1971~ 
applicant h~s experienced a stc~dy decline in intcre~t and 
pre:erred dividend coverages. At this ti~e, the coverag~ 
require~en~s im~sed on applicant ~y its First Y~rtgaqe Bond 
Indentures will only peroit applicant to finance a bond issue 
in an aggregate principal ~ount 0: up to $5 or $6 ~illion. 
The coverage requirements for addi~ional de~t oth~r than 
first mort~age bonds are imposed by a 5-3/4% debenture 
indenture. It provides further restrictions on applic~nt's 
a~ility to o~tain debt :in~~cing, prohibitin; applic~nt at 
~~is ti~e :ro~ financing a SG million de~nture or te~ note 
at an interest rate of 13% or more. Currently, applicant 
can :in~~ce only a s~all a~ount 0: pre:erred stOCk, divieene 
cover~ge ~einq inadequate to support a practica~le issue. 

The a~ility to issue aeeitional de~t or preferred 
stoc}: is crucial, ~ut no ~ore so than the a~ility to find 
someone to buy the securities. To find a buyer, applicant 
nust compete in the marketplace for availa~le capital. 
Generally, as interest or dividend covera~es decrease, the 
risk involved in the security increases and it beco~es ~o=e 
difficult to sell the securities. According to ~pplica~t, 
the 16% return on equity it requests would si~i=ic~~tly 
i~prove its a~ility, ~~ increasing its fin~ncial covera~es, 
to obtain debt ~i~~ncinq • 

-l2-



~ A.60798 ALJ/EA 

• 

• 

Applic~~t also contends a 16% return on eouitv woule .. -
provide it with a more reali=tic opportunity to earn a £~ir 
return. This contention is in respon~e to ~pplicant's havin~ 
experienced returns on equity ~iqni=ica~tly below the ~u~horiz~d 
level. According to applicant, this ~~y be due to the ~ul~i­
district nature of the co~pany, underestimation of expenses, 
inverted rates, or other factors. 

In addition, applicant point~ to an increase in risk~ 
faced by a water cocpany as the result of Co~~ission-~andated 
ra ..... e "'AS" -.n .... nd '"'a' ... -AO: "'hA .eo 110.··" n~ ...... ,... ............... . 1.0". .............. "-_ ... "-.. ..... ... .., ~ .. .., ............... _ 

water sold by a water company varies significantly with the 
weather and the co~?anyfs revenues ~re a:fectee not only by 

vol~e but also ~y rate desi~n. In the past, rates were set 
on a co~t of sc=vicc desi~n cased ~ainly on engineering and 
financial considerations. Four or five years a~o, rate eesi;ns 
shifted fro~ a cost of service basis to a lifeline and conser-
vat ion basis." Applicant asserts that "the authorized fair rate 
0: return on c~ity was never increased to allo~ :or the chan~c 
. d'" l.n rate eSJ.c;n. 

The staff has rcco~cndcd that return on e~~ity for 
applicant be set in the ranqe of 1~.50% to 15.00%. In reachin; 
~~is reco~~endation, ~ta!! wit~ess considered the co~?rehe~sive 
array of :aetors usually consieered by sta~~ i~eludin~, a=ong 
others, ~pplic~~tfs past earninc;s per!or~anee, its e~ity ratio, 
co~parative ea:nin;s of water utilities, recently authorized 
rates of return for Class ~ water utilities under our juris­
diction, interest covera~e rc~ire~ents, e~~it~l requir~ents, 
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anc the ef!~cts of continued inflation and inc:eases in ern~cdde~ 
cost of capital. Staff witness was guided ~y t=aditional stand~es 
espoused in the Blu~!i~ld anc Ho",~ decisions. ~':ith re!ere=.cC" to t~e -
co~par~~le risk staneard in particular, staff witness consideree 
water utilities to have less ::is% than other utilities for the 
followinq reasons: 

"'1. ~-later utilities are not as c.ilpital 
intensive. Construction proqr~~s 
are ~ueh s~~ller and are financed 
to ~ lar~e de;ree ~y advances for 
construction and cont:i~utions in 
aid of construction. 

"2. Water cO::lpanies do no": capitalize 
interest on construction projects. 
Construction work in pro;ress is 
included in rate =asc which results 
in a ~tter ~uality of carninqs and 
better cash flow. 

U3. Water utilities arc allowed offset 
increases in costs such ~s ourchased 
• .... atcr Clnd poo,,:er ~y advice lcttC'r 
filin~s concurrently with such in­
creases. Encrqy co~,anics, ho~cver~ 
fClce a la~ between the ti~e fuel 
cost increases arc c~c:::'cneed ane 
o!fs~ttinq rates a:e ~u~horized. 

"4. ~·7.:lter co:\panies are not faced with 
risks such as £ucl costs, source 0: 
supply, nuclear generation, tech-

1 · lh ...... t" no o;~e~ c anqes, co~pc~~w~on, e c. 
Earlier in this discussion of the fair rate 0: return 

issue we adopted sOQewhat hi9her costs 0: new eeb~ and ?re:errcd 
stock than those projected by sta!:. An upward p:cssure is, 
0: course, exc:ted on the level 0: fair :eturn for eo~on e~ity 
as the cost of ncw debt capital increases. Conversely, so~e 
downward pressure, even though delayed, will occur as ERTA 
is taken into account in future rate proceedings on a~plicant.s 

-1-'-



~ A.6079$ ALJ/vdl * 

• 

. ~ 

numerous remaining district~. ERTA r~quires utilities to 
normalize t~ depreciation ~~d inve~~ment tax credit on 
post-19S0 plant additions for both book and r~temaking 
purposes if the utilities ~rc to qualify for such tax 
benefits. 

In our soon-to-be-issued decision in A.60735, 
pertaining to operations in a~plicantfs Big Be~r District, 
we will 3uthorize a const~~t return ~n co~~on equity of 
15%. This is due principally to our directive that applicant 
undertake an extensive main replacement program in that 
diztrict over the next three yearc. However, applicant will 
not be confronted with those s~e large capital expenditures 
in this district. 

Authorization of a return on co~~on equity of 14.5% 
during 1982-1984 will, in our opinion, provide applicant 
opportunity to earn a re~sonaolc rate of return in this district 
~~d will give due consideration to the following f~ctors: 

1. Applicant is a regul~ted public utility 
eng~gcd in ~ business which affects the 
public interest and must provide service 
at re~son3ble r~te$. 

2. F~ir and re~son~ble rates must balance 
the interests of both the rate?~yers 
as well as invectors. 

3. Intcreet coverage requirements. 
4. ,Capital requirements. 
5. Applicant'S capital structure, ctlpit:3.l 

costs, ~d fin~~cial history. 
6. Econooic conditions - the effect of 

continued inflation and increases in 
. de. d ".., erooe e coste o. cap~t~ •• 
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The adopt-cd c.:3.pit.al rtlt.ios, cost. foc'tors, .me. t.he 

result:lnt. rates of re'turn :me. implicit a£ter-t.~ interest 

earnings arc tabulated below: 

· : C;'J.p:.t.ll . Cost . ,JcightCd. : · . . 
· Com'OOnent . R.:ttios Factors :Cost Tot.:tls: · . 

t 

Aver;;.gc "le:;.r 1982 
Lonc;-'!'c:'r.l Debt 44.00% 7.86% 3.46% 
l3~nJ.: t.o:lns 2.00 17.00 .. 34 
':term Note S.CO 17.25 .86 
Prc:£errcd Stock 12 .. 00 7.aS .94 
Common Stock Equity 37.00 14.50 5.37 / 

Tot:ll 100.00% 10.97% 0/ 
2.35 .... I 

Avcr;;.gc "fe:lr 1983 
Lonq-'I'er:: Debt t.t,.OO~ 8.95% 3.9/,% 

~ 
B;'J.:lk Lo;,.n:: 2.00 15.00 .30 
'!'erm Note 5.00 15.33 .77 
Preferred Stock l2.00 7.86 .94 
Co~~on Stock Equity 37.00 14.50 5.37 / 

Tot.:!.l lOO.OO% ll.32 / 

2. 26* / 
Avero.gc Y.car 1984 

Long-Term Debt 44 .. 00~ 9.71% 4.27% 
a~k Loiln:: 2.00 14.50 .29 
'I'errl Note 5.00 15 .. 00 .75 
Prc:crred StQck 12.00 8.38 1.01 / Coro~on Stock E~~ity 37.00 14.50 5.,)7 

~ 

/ Total 10O.00~ 11 .. 69% 
2.20~ /' 

wI~,licit il;ter-t~ intcrect coverilge. 

~ 
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Results of 2Perations 

To evaluate the need for rate relief, witnesses for 
applicant and the Co~~i~sion staff have analyzed and estimated 
for test years 1982 and 1983 applicant's operating revenues, 
operating expenses, and rate base for this district. Sta~f's 

study of operating results (Exhibit 20) was based, in part, 
on later information than that available in early 1981 when 
applicant prepared its study (Exhibit 18). Applicant accepted 
staff's estimates supplemented to reflect the rate e~fective 
October 25, 1981 for purchased power ane then further supplementce 
thern to reflect the effects of ER~A. (The latter causes an 
increase in federal incorne tax expense for ratemakinq purposes 
due to elimination of the full flow-through to rat~ayers of 
benefits from accelerated depreCiation and investrnent tax 
credit on utility plant additions placed in service after 
December 31, 1980.) At that point staff was still deferring 
addressing ERTA effects in this proceeding, awaiting our then 
fortheocing decision in Order Instituting Investiqation (OIl) 
24 (D.9384S dated December 15, 1981). 

St~ff has now developed for this dis~riet info~ation 
reflecting our adoption in D.93348 of the conventional nor~li­
zation method for purposes of applying ERTA. Applicant bas exa~in¢d 
that inforoation and accepts staff's calculations. 

In T~ble l, whieh follows, we h~ve developed the adopted 
operating results for test years 19a2 and 1983 fro~ staff esti~ates 
modified to re!lect the later rate for purchasee power, as sho'~ 
in Exhibit 19, and to reflect conventional normalization, as 
ealeula~ed by staff, for applying ERTA. The incremental revenue 
requirement effect of BRTA for 1982 is $159,400 • 

-l6-



• 

• 

• 

A.. 60 798 ~ I FA /hh /vdl • 

TDobl,e 1 

SOtJl'HER.N CAI.IFORNIA YATER COMP~"Y 
Arden-Cordov4 D1G~r1~~ 

E~tim4tod R~5ult' of OperQtion8 
Test 'tc4r 19~2 
<'P4ge 1 of 2) 

,"="""' ___ -~"""":"....;;.;;;.;:;.;;.:;.;.;..;:;....;;.;;~;.;;...-----:AU~Or1.:z;e<1 : 
: Ratee : 

Operating Revenues 

Operating Expenses 
O&M Expenses 

PurchD.o«i Power 
Purc~«i Chemicals 
PAyroll 
tJncollec't1blct; 
Other 

Tot. O&K Exp. 
A&'C !i:xpcnocG 

PAyroll 
Pensions &. ~cnefits 
Other A.&G 
Local Fro'lnchise T4X 

Tot. A&C Exp. 
General Off. A11oc4tion 

Subtot41 
Depreciation Expense 
T oxeo Other Than Inc. 
Tot. Exp. <Excl. Inc. 

TAX) 
Net Rev. ~eforc Inc. 
Tax 

CCFt 
Ftt Before Il'C 
I'1'C 
Fn Incl. Il'C 
l'ot. l'axeG on Inc.. 

Tot. E~nscG 
Net Revenues 
RAte BAse 
R.e.te of Return 

$ 606.8 

114 .. 3 
15 .. 2 

116.1 
0.4 

60.4 
306.4 

7.4 
29.1 
17.9 

3.4 
57 .. 8 
41.1 

405.3 
ll7.0 
45.5 

567.8 

39.0 
<.15.3) 
<'73.5) 
<.64.7) 

<'138.2) 
<'153 .. 5) 
414.3 
192.5 

2,397.2 
8.031. 

$ 

10.8 

10.8 

10.8 

10.8 

<.10.8) 
\1.0) 
c,,4.5) 

<.4.5) 
1.5.5) 
5.3 

(5.3) 

<'0.22)1. 

(Red Figure) 

-17 ... 

$ 

: Ac1op'tod 
Re!:lu1to 

. $ 606.8 $ 922.6 

125 .. 1 125 .. 1 
15 .. 2 15 ... 2 

116 .. 1 116 .. 1 
0.4 0.6 

60.4 60.4 
317.2 317.4 

7.4 7.4 
29.1 29.1 
17.9 17.9 

3.4 5·2 
57.8 59.7 
41.1 41.1 

410.1 '+l8.l 
117 .. 0 117.0 
45.5 45.,5 

578.6 580.6 

28.2 }40.1 
(16.3) 13.8 

17.4 (60.6) 69.9 
64.7 
82.1 (60.6) 69-9 
82.1 (76.,9-) 83.7 
o2.l $Ol.? 664,,';' 

(82.l) lO5.1 258.:3 
(42 .. 6) 2,354-0 2 .. 354.6 
<3.35)% 4.46~ 10.97% 

I 
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: 
Item 

l"oble 1 

SOtl'l'liERN CALIFORNIA WAl'ER CO!'!PM'Y 
Arden-Cordov4 D10trict 

E~t1mAtod Results of Operation~ 
'test 're4r 1983 
(Pllge 2 of 2) 

(Dollars in l"hous.cmds) 
Operating Revenues 

Operating Expensea 

$ 6l7.8 $ $ $ 617.8 S'~01~.O 

• 

• 

o&M ExpenseCJ 
Purch.&aed Power 
Purc~aed Chemie41s 
l?4yroll 
U~ollee tibl e$ 
Other 

Tot. O&M Exp. 
A&C Expensea 

P4yroll 
Pen4iona & Bene£ita 
Other A&C 
'1.0<:41 Fr anehi seT Q.X 

Tot.. A&C Exp .. 
CenerAl Off. All0G4t1on 

S1Jl>totAl 
Depreciat.ion Expense 
Taxes Other ThAn Inc. 
Tot. Exp. (Exc1. Inc. 

Tox 
Net Rev. Before Inc. 
Tax 

ccn 
F1.T Before I'I'C 
IIC 
FIT Inel. ITe 
Tot. T.o.xes on Inc. 

Tot. Expcn3c3 
Net Revenuea 
Rate ~~se 
4tc of Return 

.115.1 
16 .. 7 

128.0 
0.4 

66 .. 6 
326.8 

8.2 
31.8 
19.8 

3 .. 5 
63 .. 3 

437+.4 
127.3 
49.6 

6ll.3 

6.5 
(21.0) 
<'98.8) 
(53.8) 

(152.6) 
(l73.6) 
437.7 
180.1 

2,685.1 
6.711. 

10 .. 8 

1O.S 

10.8 

(10.8) 
(1.0) 
(4.5) 

<5 .. 5) 
5.5 

(5.3) 

(0.20)7. 

(Red Figure) 

-J.8-

125.9 125.9 
16 .. 7 16.7 

128.0 128.0 
0.4 0.6 

66.6 66.6 
337 .. 6 337.3 

8.2 8.2 
3l.8 3l .. 8 
19.8 19.8 
3 .. S 5·2 

63 .. 3 ~.' Z4 .. l .. ~ 
44S .. t ;;r;7.~ 
l27.3 127 .. 3 
49.6 49.6 

622.l 624.5 

(4 .. 3) 333 .. 5 
(22.0) 15.7 

23 .. 4 (79 .. 9) 83.4 
53.8 -
77.2 (79.9) 8~.4 
77.2 (101.9) 99 .. 1 
77.2 52'"0.2 72,}.b 

<77.2) 97 .. 6 289.4 
(129 .. 6) 2.555 .. 5 2~S55.5 

(2.69)% 3.32% ".3~ 

/ 



• 
Authorized R~vcnu~ ~ner~as~~ 

By comparing the entries for operating revenues in 
Table 1, it c~n be seen that (1) the ~ate~ to be authorized for 
test year 1982 yield additional gross revenues 0: S315,600 
which represent a 52.0% increase over revcn~es at present rates 
~~d (2) the rates to be authorized for test year 1983 yield 
additional gross revenues of $73,700 which represents 
a 7.$% inc:ease over revenues at 1982 rat~s. In addition, a 
third set of ~~tes will be authorize~ to allow for attrition 
in rate 0: return after te$t year 1983. This is in keeping 
with our intention that the districts of C1as~ A water 
utilities will not file a gene~a1 rate increase application 

~orc often than once in three years. 
The ~ttrition to be ~llowcd fo~ after 1983 has an 

• operational co~poncnt ~nd a financial co~poncnt. :ts operational 
component is 1.05% as indicated by the 1982 rate of return of 
10.97% declining to 9.92% for 1983 at the rates authorized for 
1982. Its !inancial component is the adopted esti~ate of 
financial attrition in rate o! re~urn bet~ecn yearz 1983 and 
1984 of 0.;7% (i.e •• ~he differenc~ be~ween the ratez of return 
of 11.69% and 11.32~ for years 19S~ and 1983. res?ective1y). ~ 

/ 

• 
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To o£rse~ ~he 1.42% combined financial-operational 
attrition rate, we may authorize a step increase for 1ge~ of 
up to $74,800. Applic~~t will be required to file ~~ advice 
letter with supporting work po.pcrs on or after November 15, 
1983 to justify such an increase. Fixing ro.tcs in this way 
results in a better m4tching of the cons~~ers' intere~ts than 
setting 0. high ini~ial r3~e which would yield the adopted rate 
of return for a three-year average. ~he required supplemental . 
filings will permit review of achieved rates of return before 
the final step increase is granted. 

Applicant did not technically file an ~enced 
application to request additio~al revenues. Wnile we C3nnot 
authorize more in revenues th~~ an applicant requests, in 
this case we believe an exception is warranted. v~ are req~ired 
by federal law to set rates recognizing tax expenses imposed 
by ERTA or have applic~'t run the risk of losing its eligibility 
for accelerated depreci~tion. This application was filed 
oe!ore passage of ERTA ~nd ~o did no~ include its e!fects. 
~~en the effects bec~~e known, ~pplicant furnished no~ice to 
its ratepayers ond produced witnesses nne ~Qstimony in ~upport 
of the incre~s¢d ~~ount. Applicant should ~lzo have amended 
its application to r~ilcct the increasec revenue requirement 
cut it did not. It would be adminiztrntiv~ly curnoersome to 
require it ·to do so now. However, since notice has been 
provided to custo~ers (and applic~'t has supported the 
3ddition~1 request), we will ~uthorize it without requiring 
applicant to amend its application . 

-:20-
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I~ will be note~ we are authorizing 3n increase in 
19$2 of 52%. This is ~ exception to our recently ~dopt~d 
general policy of holding inc~e~ses in any singl~ year to 50~. 
However, much of the increase is attributable to ERTA ~~d the 
amount is only slightly in excess of our g~ncral policy guide­
line. In these circumstances the ir.crease we are authorizing 
is justified. 

Rate- Design 
After pointing out th~t there is no need to con~ider 

~ lifeline rate for residential cu~toeers because all of those 

customers are on flat rato serviee, ztaff ~adc the following 

reco~~endations: 

a. The required revenue increase should 
be "sprc~d bet .... ·ccn the :lat rate and 
the metered rate on a s~~e percentage 
basis ••• 

b. For metered service: (1) the present 
ratio 0: servicc charges ,roviding 21% 
0: the revenues ~nd qu~ntity charges 
providing 79% of the rcvenue~ ~hould 
bc retained by applying the ~a~c 
percentage increase to each of the 
two components, and with "the increase 
in service chargc •• _spread propor­
tional to current scrvice charges 
from the meter sizc"~ a::"ld (2) the 
onc-bloc~ quantity r~te ztructure 
proposed by applic~nt sho~ld be 
:l.doptec • 

-20;:,-
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c. Applicant-'s proposal to "consolidate the 
Ard.en and the Cordova Tariff Area" should 
be approved .. 

d. Applicant's proposal to eliminate its 
Public Fire Hydrant Service Sch~d.u1e 
AC-5 is con~istent with Public 
Utilities Code Section 2713 and Coumission 
Resolution L-213 dated. December 18, 1979. 
Staff notes that ~~ny o~ the water 
utilitie~ have ~nter~d into ~ uniform 
fire hydrant service ~greement with 
their respective fire protection a~encies 
in accordance with Resolution L-213. 
Since cub~ission, SoCal has ~~ce an 

d · 1 ...... , . ~ . .,. a v~ce etter •••• ng regaro.ng un •• orc 
fire hydrant service a~reements: but, 
to o\,:.r kno ... :lecige, ha~ :lot yet. entered 
into an ~greemer.t for its Arden-Cordova 
District. When such ~~r~~ment is 
er.ter~d i~to, cancellation of Schedule 
AC-5 ~~11 be appropriate. 

Applicant is sU,pport.ive 0; staff' z rat.e design 
recocmendations. We adopt them. 
Findin~s of F~ct 

1. Applicant's service, conservation programs, pump 
efficiency program, and water quality Are satic!actory. 

2. The ~~opted esti~tc~ in Table ~ of operating reve~ues, 
operating expenses, and rote base for tne test years 1982 and 
1ge3, together with an a~nual fixed rnte of ceclir.e in rate of 
return of 1.05% for 1984 due to operational attrition. red=o~bly 
indicate the results of applicar.t's fut~re operations. 

). The adopted estimates i~ Table! of the impact of ZRTA 
on net revenues and r~te base properly reflect th~ cons~q~~nces 
of ERTA and our decision in OII 24. 

4. The compilation of adopted quantities anc the ~ciopted 
tax calculation n.re conta'i!'led in A??e~d.ix C 'to this d~cizion. 

5. Rates of return of :0.97%, 11.32%, ~nd 11.69%. respec­
tively, on applicant's rat.e base for 1982. 1983. an~ 1984 ~re 
reasor~ble. The related retur~ on ccr.~on ecuity is a co~zt~nt 
14.50%. This will require an incre~st;! of $;15.600, or 52~, 

-21-
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in annual revenues for 1982; a further increase of $73,700 or 
7.8%, ~or 1ge3; and a further increas~ of $74,800, or 7.4%p for 
1984. 

6. Applicant's pro?osal to convort th~ Arden and Corcova 
tariff areas into one conso~idated tariff area for ~eterea service 
(Schedule AC-l) in 1982 and for f~at rate service (Sched~le AG-2) 
in 1984 is compatible wit~ the districtwide accoun~ing ~OW in 

effect and is suitably ~imed; ~he proposal is fair an~ reasonab!e. 
7. Applic~nt·s proposal to eliminate the Public Fire Hydrant 

Service Schec:l,;.le AC-5 is con:;i::ti."nt ""it.h Public vt.i!ities . 
Code Section 2713. Thp rr-v~~"~~ ~"·~o~'z~c· u~~~'r ·~c ~rO~'1l's~O~~ o~ ." ... ,.I". ~ ... ..- (:: .... I..J.. ..... ..., ...... .-:: '-11-..."'-' ... • • .;, _ 

Co~issio~ Resolution L-213, incorporat.e the present ~ublic fire 
protection surcharges offsetting loss of fire hydrant rev~nues. 
No refund is necess~rJ. 

8. The adopted r8te design iz rCJsonaole. 
9. Tne increases in rDtes anc ch~rg~s Authoriz~d by this 

deciSion are j~stifi~d, and Dre jus~ 8n~ repsonable. 
10. Tne further incre~ses 8uthorizp,d in Appendix B 5hould 

be ~?propri~te:y modified in the ~vent the rate of r~turn on ra~~ 
base, adjusted to reflect the rates th~n in effect Dnc normal 
rate~~~ing acjustcents for the 12 montn:; encp.d September 30, 198~ 
and/or September 30, 198;,· exceeds the lower of (n) ~h~ ra~e of 
return found reasonable oy the Co=mission for Applicant during 
~he corresponding period in t.he most. recent rate decision or 
(b) lO,.97~ for 1982 and 11 .. 32~ for 1983. / 
Conclusions of 'L:l''': 

1. The 8pplication sho~ld be grJnted to the extent providec 
by the following order; tne ado?~ec rates ar~ just, re~so~~ble, and 
nondiscriminatory. 

2. Because of th~ i:.mediate need for ac~itior~l r~venue, 
the following order should be effective tocPY • 

-22-
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ORDER --- .... -~ 
IT IS ORD£RED thAt: 

1. A?plic~nt Southern C~li~orni~ ~~tcr Com?a~y is 
authorized to convert the Arceo cnd Co~dovn ~~ri:~ ~reDS i~to 
one con$olid~ted tD~iff area for rnet~reC servic~ in 1982 ~nd 
for flat rate service in 1984. 

2. App1icdnt is authorized to ~ile ~or its Arden-Cordova 
District, effective today, the revizec ra~e schedules in 
Appendix A. The filing shall comply ~ith General Order Series 96. 
Tne effective date of the revised schedules shall be the date 

of filing. Tne revised schedules snDll JPp1y only to service 
rendered on anc af~er their effective d3tC. 

3. On or nfter ~ove~ber 15, 1982, a?plic~nt is ~uthorized 
to file an advice letter, with appropriate workp3pers, requesting 
the step rate incre~ses for 1983 attDcncc to this order as 
Appendix B, or to file a lesser increase which includes D uniform 
cents per 100 cubic feet of -.. ,ater adjustment frot:. Appenc.ix B 

in the event ~ha~ the Arden-Cordova District ra~e o! r~~urn on 
rate base, ~djusted ~o reflec~ the rates then in ef!ect and 
nor=31 r$temaking adjustrr.~nts for the 12 :.onths encing Se?~e~ber 30, 
1982, exceedS the lo~er of: (a) th~ rPte o~ return found r~a$on­
able by the Co~~ission for ~??licnnt during th~ corresponcing 
period in the then most r~cent rDte d~cision, or (0) 10.97% ~ 
Thie filing shall comply .,.,it.h Ce:1ernl O::."der 96-f... The reau~etec. 
step rates shall be reviewed by the stnff to deter:nin~ tncir 
conformity with this order ond sholl go into pff~ct u?On the 
staff's de'termination of ccnfor:::ity. Tne ::t0ff s:.011 infor:;. the 
Cocmiscior. if it finds that thr: ?ropoc~d ~t0~ r~tec 0r~ not in 
accord '",ith this deciSion, Dnd the Cor.r::.;.s:::ion r:.D; ~h~n rr.odify the 
increase. The effective dnte of the rcviz~~ schedules enoll be 
no earlier than Janua~! 1, 1983, or 30 days afte::." the filing of 
the step rates, whichever is later. The revised schedules shD1l 
apply only to service rencered or. Dnd after their effective date. 
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J.... On or D;ter Novembor 15, 198;, D?plic.:mt is :Juthorized 
to file :In ~dvice letter, with appropriate wor%papers, r~questing 
the step rate increases for 1984 attach~d to this ord~r D~ 
Appendix S, or to file a lesser ir.cr~~zc which includ¢s ~ uni~o~ 
cents per 100 cubic feet o~ water adjustment fro~ A??en~ix B 
in the event thnt the Arden-CordovD District rat~ of r~turn on 
rate base, adjusted to reflect the r~tcc th~n in cff~ct and 
normal ratemaking adjustments ~or the 12 months ending September )O~ 
1983, exceeds the lower of (~) the rate v~ r~turn found reasonabl~ 
by the Corr~ission for o?plicant durir-g the corr~S?onding ~criod 
in the then :::ost recent rate dp.cisiot'., or (D) 11 .. 32% .. This filing / 
shall co~plJ with Cenp.rDl Order 96-A. Tne rc~~csted step 
rDtes s~ll be reviewed by the st~ff to deter~in~ their conformity 
with this order and shall go into ~ffect u?On tr.e staff"s 
determi~~tion of conformity. Th~ c~~!f ~hp.:: inform the Co~~ission 
i! it finds that the proposed step ~a~es Drc not in Accord with 
this deciSion, and tne Co~:.ission ~ny th~n ~odify the incre~se. 
The e~fective d3te of the revised $ch~d~les snall b~ no cnrlier 
than Jonuar/ 1, 198J..., or 30 days after tt.e filing of tn¢ step 
rates, whicnever is loter. The revised scncdules snoll apply 
only to service ren~ered on ane n!tcr tneir effective date • 
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5. Wi~hin 60 days a!~er the e:f~etive date of thiz 
order 2pplican~ shall ~il to all its custocers in this Dis~rict 
the bill insert notice set out in A?~n~ix D. 

!his order is e!!ec~ive tcday. 
Dated. ~.A." 21982 • at San Francisco. Calii'ornia. 

JOHN E. BRYSON 
Prdi..j~ 

RICHARD D. eRA VELL£ 
LEONARD M. CRl\iFS. JR. 
VJcrOR CALVO 
~CCREW 

CommissioDefS 
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AYJ!£:NDIX A 
PoJ)el 

Southern Calltorn1a W& ter Co:npc.ny 
Arden-COrdova Di.:triet 

SChedule No., AC-l 

App11ea'ble to e.U. general metered. wa.ter service., 

Arden Manor e.nd vic:~1'ty, loea.~d a.pprox:ims:tel:r 3ix mUes northea.st 
or Sacramento, e..nd lWl.cbo Cordova and Vicinity, Sa.eramen'tO County. 

Service Cbarge: 

For 5/8 x 3/4-inch meter •••••••••••••••••••••••••• 
For 3/4-inch meter •••• ~ ••••••••••••••••••••• 
For l-inch meter •••••.•••••.•••••••••••••• 
For l~-1nch meter •••••••••••••••••••••••••• 
'For 2-1D.eb. meter .,. ••• .". ••• _ ...... '. _ ••••••••• 
For 3-1ceb meter ••••••.••••.••.••.•.•••••• 
For 4-inen meter ••••••••••.••••••••••••••• 
For 6-ineb meter •••••••••••••••••••••••••• 
For 8-inehmeter •••••••••••••••••.•••••••• 

For 4ll vater delivered per 100 cul)1c ~eet. •••••••• 

Per Meter 
Per Montb 

:;; 3.20 
3.60 
4.10 
5.70 
7.50 

lO.oo 
22 .. 00 
40 .. 00 
52.00 

0.214 

The Service Charge 1: ~ re&d1ne33-t¢-serve charge 
vhicb is &pp1ica'ble to all metered. :eX'Vice w:.d to 
'Which is 'to 'be c.d.ded the montllly charge C:al1j)uted 
At the O,uantity Rates. 

(I) 

(I) / 
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A..60798 RR/lc 

AP?tICAS::'I'l'Y 

APPZ:."DIY. A 
~ge 2 

Southern cal!~orr~a. ~~ter Co~ny 
A.rr!en-Cordo"/:l. ~:;tr~c:t 

S~hedule ~o. ACA-2 

Arde~ p",-":or :::.:.d "Ii ci::! t:l, loco. tee. :l,?:"O>:~:: .. :.eJ.r :i>: =:'le: no:"':.nec.:t o~ 
Sa.cr:::l.:e:l'to, S:::.c~::ento Co1.:=::'j·. 

For a s~~e t:. .. ~t o~ occupa~e,y, 
inclue!~~ ,re-w!:e: not ey.c:ee~:g 
12,000 s~~~. in ~re~ •••••.•••••••••••••••• 

For a r!u,ley. !.nc1ue!~ ,re:!:es 
not exeecd.i~ 12,000 sq.!":.. in 4re~ ........ 
a.. For e:l.ch o.c.e.i t!.on:t.l c.eu:. tchec! 1.:.. .. ..1 t o~ 

oecu~~~J o~ the :a.:e ~re~:e: e~e :erved 
~roe the :~:e :e=vice co~~ect!on ••••••• 

'0. Fo:" ec.ch :;· ... 'ic:-.!.ng pool eG.ui,~r! 'Wi th 
reeirculat~nb ~ilter Sj~tec, on th.e 
same p=e:i:c:: :::.nr! served !ro: the S~=~ 
service eo:.~eetion ••••••••••••••••••••• 

$ 6.50 <:) 

13.00 

1.75 (:) 
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APm1)IX A 
Page 3 

Southern Cali!ornia Water Compa~y 
A~eD-Cordova D~str1ct 

Schedule No. ACC-2 

COrdova Tar1~~ Are~ 

APPLlCA~ILrrr 

Applicable to 811 flat rate vater serv1ee. 

'tER?;!TOP,y 

Ra~cbo Cordova a:lc1 Vicinity, S&ersm~to County • 

RATES 

For a lingle unit o! oceupa~ey, 
1ncl~c11ng premises not exceeding 
l2,OOO oq.~t. 1: area ••••••••• _ •••• ~ ••••••••••• _ 

?or a ~uplex, 1ncluc1ing premises 
not exceeding ~,OOO sq.tt. in area 

a. for each addit10nel d.etatcbe4 
unit o! occupancy on the 8ue 
premises and serv~ !l"Om the 

..•. " ....... . 

same aerv1ee •••••••••••••••••••••••••••••••• 

b. l"o:- eeeh ev1mm'!l! pool equ1~ 
vith ree1rculat!ng !11ter syatem 
on tbe .sae preai.es and served. 
from the sue service connection 

Per Service Co~eetion 
Per Month 

$ 1.00 

14.00 

(I) 

(I) 



RR/lc 

AWL! CABI!.I'l'Y 

SOuthern C8.l1t'o%"".....i8. W8. ter CO::::pe.=.y 
A~en-Cor~~'~ Di:trict 

Sche~ule ~o. AC-5 

Appl1cs.'ble to All ~ire hyr!..'"":l.::.t ::e!"V!ce ~.i::h~d to ::1.!.":ie!.~ t!.c:, 
orgnni:ed tire di:trict: ~nd other political su'b~vi:!o~ o~ the S~~te. 

Fo~ e~en hy~~~ •••••••••••••••••••••••••••• 

Per P,y~...,,=.t 
Per 1'.onth 

No Cbarge 
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A • 60798 RR/l':l 

APFI.:!. CABIr...n'Y 

APPEROIX A 
:Page 5 

Southen CaJ.1rorma ~ater Cca?eny 
All D1 Gtrt etc 

Sehedule No. AA.J. 

PfCI.VATE 'FIRE PRO'I'EC'l'IO!f SERVICE 

A'P'Plieable to all 'Vater aerv1ee tll%'n!ah~ to pnvately awned tiro- -protection 
aysteJ:u .. 

TERRITORY 

:Rate A - Applicable v~,:t~in the Arden-cordova, :Bey, :Big Bear, Cal,1'l)et%'1a_ (1') 
Niland, Cowan Heights, Los OI:lOS, Metropolitan, Oja1, OrDnge CO".:nty, 
Pomona Valley, San Benl&rd1no Valley, S&n ~maB, Sen (;e"brtel Valley, 
Santo. Maria, Clearlake end 'lJrtghtvoo4 Distneta. 

Rate B - Awl1c."ble V1tb1n the :Baratov and Simi Valley District ... 

&te C - A-pp11cable 'Within the Decert D18tric:ts .. 

RATE Per Month 
ABC 

For each 1ncll ot d1smeter or service eOlmeetio1l $3.00 

SPECIAL CONDITI01fS 

1.. ~e fire protec:t10n semee eOmlec:tion sbllll 'be 1%l~lle(j, 1:>y the 1.lt!l1ty 
an~ the eon pei4 "by the applicaut. Such 'P&j'l:ent 8~lJ. not 'be s\lOjec:t to l"e'!un~ .. 
The facilities 'P6id tor by tbe awlie811t shell 'be the Bole p%'Ol)erty ot the a,-plieant .. 

2. '!'be mini:r.U!l diueter tor fire -p:ooteet1o:1 aerr..ee shall be tOIJr inches, 
and the maximum diameter shall. be not more tban tbe diame"'"...er or the main to vb1eh 
the serv1ee is conneeted. 

3.. It a 41stl"1but1on main ot a<!e~:oJate ~1u to ~ e 'Pri"t'8'te fire p%"oteetion 
8yet~ in ad41t1ou to all other Do:rmel eerv1ee ~oe~ not e:d.st in the street or 
alley adjaeent to the prem1aea to 'be 'erved, then a £el"'V'1ce min ~ the nearest 
existing -ill ot adeq,uate capaeity ahlJll 'be installed 'oy the .... "tilityaM tbe cost 
paid by the applicant. Such payment sl:lall not be eu"bjeet to ret'tmd. 

4. Se%"V1ee bere'\XZlder 115 tor 'Pr1 .... te tire ~etion lIystems to Yh1eh no 
eonnection tor other than nre protection purposes are alloyed and 'WtI.ich a:re 
l"ego..iJ.al"ly inspected "by the \mde:rv.r1tera haT1tJg j~8d1et1on" are installed 
aeeo~1ng to 8-pecit:teationa ot the utility, and are ma12:l'ta1ne4 to the aat1.taction 
ot the utility. '!'be utility may inatall tbe standard detector type meter e"r~ 
by tbe l30aN ot Fire U:cderwr1tera tor protecting agai:u.t the~, leakage or vaete 
or vater .and the eo8t paid 1:>1' the a])plieant. Sueh:P&~ -ball not be .ubje:t 
to retu:d .. 

5· In aec:o~ee V1th Section 714 ot the Public: ut1lities Co4e" tl:le u.tiUty 
18 DOt l1able 'lor 1nj\n')", damage or loa. reaulting traa tallUl'e' to proYide 
adequate 'Va~r supply or pre.S'U%'e. 

(m> OF AP.PEHDIX A) 
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APPENDIX :a 

Each or the tollovil:g increases in re:tes may be put into e:r:reet on the 
1:cd1eate4 date 'by :r111~ a rate sche~ule vh!.eh ~d~ the a:wropriate 1xre~ 
to the rate vb.1ch vot:ld otberwise 'be in etfect on that date. 

AC-l ~Ileral Mete~d ~ce 

Service Charges 

For 5/8 x 3!4-inch meter 
For 3!4-inch meter .•..•................•.. 
For l-incb meter 
For l~-ineh meter .... ~ .......•..•.....•.. 
FCIr' 2-1ncb meter ..................•..... 
Far 3-1xlch meter .•.............•..•..... 
Far 4-i~ch ~ter 
For 6-inch =eter 
For 8-inch meter .........•.....•.......• 

~t1ty Rates: 

For all water ~eli vered ~r 100 cubic teet 

ACA-2 nat Rate Service (Arden T8:r'!;t't' A:ree.) 

Service Concection Charges . 
For a. s1~e 'Unit or occ'\ll'>8otlCY 1ncl~~ 

..•..• 

~em1Ges not exeeeding 12, 000 sq.tt ••••••••• 
Far a. du,lex including ,re:1ses not 

exceed1:g 12,000 sq.ft. in area. ••••••••••••• 
For each additional detached unit of 

occ~c.r on the S~ ~em1se ••••••••••••••• 
For eacb sw1mm1ng pool equ1pped V1 tb 

ree1reulat1ng filter a.y8tem ••••••••••••••••• 

ACC-2 Flat R&~ Sen"1ee- (Cor~ova Tts:r1:r:r A..""'f!a) 

Service ConneetiOD Charges 

Far a single \mit of occupancy ~clu.ding 
~emises not exceeding 12, 000 sq.tt ••••••••• 

Far a d\%f)lex 1nclud1Xlg ~em1se8 ~ 
exceeding 12, 000 sq.tt. in area ••••••••••••• 

Fr:tr each Mdit1ow. 4etaebed 'Im1't or 
occ:up&ney' OX) the S~ :;a:oemse ..................... . 

For each sv1mm1ng 1>001 eqU1pped with 
rec1rculat1ng ~11ter w,rstem ................... . 

(END OF' APPENDIX B) 

1-l-83 l-l-84 

$ 0 .. 30 
0 .. 35 
0.30 
0 .. 50 
0.50 
1.00 
2.00 
4.00 
4.00 

0.001 

0.90 

1.80 

0·50 

0 .. 25 

0 .. 60 

1 .. 20 

0.50 

0.25 

$ 0.30 
0.30 
0.40 
0·50 
0.50 
1.00 
2.00 
4.00 
4.00 

0.021 

0 .. 70 

1 • .l.O 

0 .. 00 

0.00 

1.00 

0.00 

0.00 



A.60798 
.A.PPnOIX C 

Page 1 • ADO?TED OUA.~T!mS 

Compll:'lY: Southern Callto:mis. Water Co. .. 
District: Arden-CoNov4 

~ .lm 

1. Water ?rodu~ion: Cc1'(l000 ) 3,857.1 3,925 .. 2 
Wells: 2,833.l.. 2,901 .. 5 

S'Ul'!aee 'ffater: 1,02:3 .. 7 1,023.7 
" 

2. Purchased Pewer: 
Ele~ric Co~: SUpj)lier: PCB Date: 10-25-1981 

Kwh: 439,llO 439,110 
$ per Kwh: $ 0.076330 $ 0.0763'30 

Quantity Co~: $ 3;,S17 $ 3),517 
Fixed Cost: $ 3,557 

,.. 
3,557 .;. 

Total E1eetric Co~: $ 37,074 $ 37,074 

Electric Co~: Supplier: SX'JD Date: 4-1-1981 
Kwh: 2,539,315 2,599,54$ 

$ ;per K ..... h: $ 0.0'2kZ70 $ 0 .. 02l.03O • Q\:.a.'"lti ty Co~: $ 61,630 $ 62,469 
Fixed Cost: $ 10,045 $ 10,045 

Total Electric Cozt: $ 71,675 $ 72,514 

So.. CaJ. .. Ca.s Co. Date: 3-1-19B1 
Therm~: 35,85$ 3$,855 

$ per Them: $ 0 .. 453120 $ 0 .. 453120 
~antity Co$t: $ 16,'.1.7 $ 16,'2J.7 

Service Ch~ge: $ 14 $ l.l. 
Total Cas Co,-t,: $ 16,261 $ 16,261 

Total PO'Ioo'er Co~: $ 125,000 $ 125,ec¢ 

3. Ad Valo-r-e:TI Taxes: $ 36,500 $ 39,700 
Tax Rate: 4 .. 96% 4 .. 96% 

Note: PCE Rate $/kwh Date 
Sasic $ 0 .. 0191o.8 10-25-1931 

• BCAC 0 .. 05406 10-25-19Bl 
AER 0.00257 10-25-1981 
Solar Fin. 0.00002 10-2$-lm 
Energr Com.. C .. 0::00020 

0 .. 07633 
9- 1-1981 
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A.60798 /AW/k.1; " 
APPENDI/. C 
P~e 2 

ADOPTED QUANTITIES 

4. Numbor or Sorvieo~Metor Sizo: 1~P.2 lq?) 
')78 x :/4 

3/4 
1 
1, 
2 
3 
4. 
6 
8 

10 

5. Metered W nter S11les 
Ail Qu~~titie3-Ce! 

6~ Number of Sorviee~: 

Comm. Motored 
PUblic Authority 
Ind.U$trial 
Other 

:ubtot:ll 
Com. Fl.lt·)$o 
Pri v .lte Fire Prot .. 

Total 
Wa.ter Loss: 14.46% 

Tot~ Wa.ter Produced 

7. Revenue 

Comm.o Metered 
Comm. Fla.t 
PriVAte Fire Prot. 

. l'ot:.tl 

* flAt Rate Service: 
Single Unit 
Add! tion.al "oni t 
Duplex 
Pool 

-12 
93 

245 
51 

139 
23 
1:. 
4 
5 --583 

liR? 
698. 00 

No" of Servie~~ 
19R2 

557 
24 
2 --5e3 

8,207 
~7 

8,827 

$ 

19R3 

587 
')4 
2 --m 

e,;,oo 
~9 

8,952 

19B2 

192,4OQ 
720,600 

2z600 
922.1;)00 

19~1 
7,910 

15 
390 
392 

12 
98 

260 
51 

149 
23 
11 

4 
5 -m 

1,9P.3 
7'7.7,400 

!1:Sfie.e-Y.Cef 
lQP,' 1983 -
557 .. 0 557 .. 0 
130.2 130.2 

7.8 7.8 

~ ?,4 
698: 7Z7.4 

2,600 .. s 2,630.3 

~21 .. 1 267.,2 
3,f!.57.1 3,925.2 

19P.3 

$ 204.400 
798,800 

2s200 
l.O'13.,OOO 

Ave£Usnee-Cef~rr: 
19P,2 ~ -

1,000 1,000 
5?425 5,42$ 
3,910 3,910 

I 
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A.6079$ /ALJ/u • 

APPENDIX C 
?.:lge 3 

INCOME TAX CALCUl.A'!'1'ON 

O&M Expenze:5: 
Purchased ChemicAl 
Pureh~d Power 
P~ll 
Other 
Uncollectible @ 0.0606% 
Local hsnchise @ 0.56% 

P~oll Taxcz 
A.d Valorem T~s 
~n. O!'tice Alloe. 
Intorozt 

Total Deduction~ 

State T~ Depreciation 
Net 'l'3X~le Income 
State Corp .. Franeh .. Tax 

Feder~ Tax Depreeiation 
State Income Tax 
Pre!. Stock Div. Credit 
Net '1' axable Income 
Fed. Income T~ @ 46% 

1ezz: Grad.. T~ Adj .. 
Total Federal Income T~ 

Net to Gros~ Xultiplier: 2.06l3 

$ 922.6 

15 .. 2 
125.0 
123 .. 5 
107.5 

O.t> 
5 .. 2 
9.0 

36 .. 5 
41.1 

11?.9 
576 .. 5 

202.0 
144.0 
13.8 

179 .. 0 
'17 e -;.I. 
o.} 

160.7 
70. 4 

0 .. 5 
69.9 

~ .. O~~ 0 ... ... ... "". 

16 .. 7 
125 .. 8 
136 .. 2 
llS.3 

0.7 
5 .. 8 
9 .. 9 

39 .. 7 
44 .. 3 

__ 127 •0 
634 .. 4 

215.4 
163.4 
15.7 

180 .. 4 
l5 .. 7 
0.3 

190 .. 7 
03.9 

0 .. 5 
83 .. 4 

Book Depreciation: $ ll7,000 (1982); $ 127,300 (1983) .. 

(End of Appendix C) 
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Bill Insert for SoCal Customers 
<Arden-Cordova District) 

One item of expense included in the rate increase 

recently grar..ted to Sou~ern Co.lifornia Water Compt\%1Y 

for its Arden-Cordova Diztrict by the Public Utilities 
Commission amounting to $159.400 was attributable to 

President Reagan's Economic Recovery Tax Act of 1981. 
~hieh re~uires the PuQlie ~tilitle$ Cocmission to 

charge ratepayers for the expense of taxes which are 

not now being p.aid to th(' Federal Governme:.t alld 'Wh.:i.ch 

may never be paid. '!'his e.xpe:.se ca.>' increase in tl:e 
future as a percent of your bill • 

(END OF APnE)IX D) 


