
• 

• 

• 

ALJ/cc /bw 11 

8~_., 03 01 6 ,r;-!7\1 r'l r: t7:': r. :'{l Ir'i ;'l 
Decision " -. rt..:lrch 2, 19C:? i:;iun"~i~::;::ili":II,,:1 

I ",'. . "'. ~I "I '. "... I t 
-..:::. 'J :,.;,.::,... _': u Lr" J I. '::: 

BEFORE THE PUB:"IC UTILITIES COMMISSION OF !HZ STATE OF CALIFORNIA 

In the mateer of the Application ) 
of the SOU'I'BERN CALIFOR.."UA WArr::R ) 
COMPANY for an order authorizing ) 
it to inere~se the rsees for water ) 
service in its San Dimas District. ~ 

Application 60736 
(Filed July 15, 1981) 

O'Melveny & Myers, by Guido R. Henry, Jr., 
Attorney at Law, for Southern 
California water Cocpany, applicant. 

Philip Scott Weismehl, Attorney at Law, 
for the commission staff. 

o PIN ION --_ ... - .... --- .... 
By this application Southern California Water Company 

(SoCal) requests authority to increase rates for water service in 
its San Dimas District by $230,000 or 8.407. in 1981 over the rates 
in effect on April 7, 1981, by $278,600 or 8.99% in 1982, by 
$213,700 or 6.067. in 1983, and by $250,900 or 6.707. in 1984. SoCa1 
estimates that its proposed incre~ses will produce rates of return 
on rate base of ll.541. for 1981, 11.847. in 1982, and 12.11% for 
1983. These estimated returns on rate base are based on a constant 
return on equity of 16~O7. for 1981, 1982, and' 1983. SoCa1's 
estimated revenue requirements for 1984 are based on estiQ8tc~ 
operational attrition of 1.431. and financial attrition of 0.211.. 

The foregoing prc90~ed incr0~~c~ exclude the c(tect~ of 
the Economic Recovery '1'.:Jx Act ot: l~<H (J·;Wl.'I\). llo· .... ever, in this 

; 

connection SoC~l supplemented the inrorm~tion on thi~ ~pplic~tion 

provided in the notice of hc~rin9 m~i1cd on October 30, 1981 ~o 

its customers ~z follows: 
"NOTE The increase in r~tQZ requested ~rc further 

incre~zed by ~ tot~l of 10.1% in 1982 ~nd 9.1~ 
in 1~83 to reflect 'The Economic Recovery T~x 
Act of 1981' signed into 1QW on August 13, 1981." 

The lo~t gcncrJl r~tc incrc~~c for SoC~l'~ S~n Dimas 
District w~s b~scd on tc~t ye~r 1976, where r~t0z of return of 9.70~ 
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on the adopted rate base and 12 .411. on common equity were fotmd 
reasonable.!/ Present rates in the San Dimas District became 

effective April 7, 1981 by Resolution ~~2805 (Advice Letter 598-W). 
Public hearings in tbis proceeding were held on a 

consolidated record with Applie4tions (A.) 60735 and 60737 before 
Administrative Law Judge (ALJ) John Lemke in Los Angeles November 16 
through 19. Opportunity for public witness testimony was provided 
immediately prior to the commencement of the evidentiary bear1ngs 
on November 16. No customers appeared at this proceeding.. An 

informal public meeting was held in San Dimas on September 15, 1981" 
This meeting was conducted by Sung Han of the suff, and by SoCal 
officials, for the purpose of explaining the rate increase appli­
cation. Twelve people attended the meeting. Several customers 
living on Glen Grove Street complained of low water pressure • 

" 
SoCal officials assured the suff that the problem would be 
investigated and remedied. One irrigation customer protested 

SoCal t s proposed increase in his rates, which be consic1ered 
excessive. 

The matter 'Was taken under submission. subject to the 
filing of concurrent briefs by December 28, 1981. 
General Information 

SoCal currently owns and operates water systems tn 19 
separate operating districts within California. Its main office 
is located in Los Angeles. There, its administ:rative, engineering, 
general accounting, C1.1Stomer billing, date, rate and evaluation, 
'Purchasing, and personnel functions are conducted. SoCal maintains 
a construction department in Hawthorne. 

!/ Decisions (D.) 85553, dated Karch 9, 1976, and 86465, dated 
October 5, 1976, in A.557l3 • 
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As of December 31, 1980, SoCal bad an investment in 
utility plant of $l47,467,000, served 231,671 customers, employed 
380 persons, and bad gross operating revenues for 1980 of 
$36,527,000. 

It bas 1,987,636 shares of cOtalDOn stock outstanding. 
Ownership is shared by more than 5,000 individuals and 1nstitu~ 
tional shareholders. SoCal bas 200,400 shares of preferred stock 
outstanding. All the preferred stock is held by institutional 
investors. Table 1 depicts the percentages used by' SoCal to 
allocate cOtDClOn costs to its 19 operating districts, based on 
its 1980 operations . 

" 
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SOU!!llim! CAtlr~-YAT£R .<4~rAtf( 'J. , 
Derivation of Percfntages Uetd to Allocate t 

COO1110n Costs B~scd on 1960 Oper8tiof\~ " 
It 
o 

(Oollars In Thousands) 

Ut t 1 J ty 1'l.1Ilt CustOOlers Expenses l .. ,bot To!.!!! A'Vt'tol&£, 
llst rlcu ~ ~ Nunlbcr '1. ~ .x $ 1 1 ~ 

Ard(>n-Cot.lov.l S,/,12.3 1.13 R,"S2 3 •• U 2H1.4 1.11 97.6 2.l2 10.64 2.66 
~~rstov 1,411.6 S.11 1.200 2.RS 695.8 2.M2 126.S 1.Ot 11.A2 1.46 
I\:'\y 1,1?1i.3 1.2/, 2,Ho(, 1.12 221.1. 0.92 18.1 1.81 S.I~ 1.29 
"1& R~~r l,12R.l ~.l) 10,121 4.06 601.1 2.4S 22S.) S.J6 11.10 4.10 
('.'1l1(lAltl,,-Ulliln(1 1,~/.3.) 1.00 1,0)0 0.1.1 1/,2.S O.SR 51.0 1.)6 ).}~ n.M 
CI('~rla~r 1,22".R 0.85 1,971 0.19 156.0 0.6) 11.2 1.69 3.96 0.99 
Cov .... n IIc1tMs 1,409.1 0.91 1.32/, 0.5) )23.2 I.ll 4'1.7 1.01 1.82 O.qS 
('(,!'l'rt l,lH2.9 1.92 ),4)2 I.Jl 44/,.6 1. flO 206.1 4.90 9.99 2.'0 
lo~ Oso~ 1.62~.9 1.12 2,242 0.90 115.J 0.71 10.~ 1.69 4.42 1.11 
Hctropollten 46,624.1 12.14 H7.2h\ 34.94 8,~16.2 34.17 1,141.0 12.04 1)).89 11.41 

I Olal I,MIlIt.l I.JO 2,4S2 0.98 21)).8 1.0) 10.6 1.68 4.99 1.1\ 
r (l(.lng~ County 2\.~9H.2 14.82 )/ •• ~~l. 13.8S 2,649.1 11.S5 411.9 9.19 50.01 12.~(l 

POAon.l V.'lllry 7,)7n.H 5.0R 8,59,) 3.44 1.' .. 12.1 S.AI 201.7 4.60 19.0 4.78 
S~n R('rn~rd'no V~lley 2,018.6 1.4) 3,186 1.~2 114.1 1.52 90.1 2.14 6.61 1.65 
San Uln.l!> It,009.2 7.59 22,004 8.81 1,126.8 ~.OO lO1.,} 1.18 30.S8 1.61) 
~an f~hTI~1 Valley 4,361.7 J.OI 11,040 4.42 744.9 3.02 119.H 4.28 14.11 3.6M 
Sant~ ~\rla 5,511.0 3.80 14,166 5.61 662.2 1.68 145.0 l.45 15.60 ).90 
SI.l Y~lley 5.19H.9 ).59 9.R2R 3.94 1,019.7 4.1) 111.7 2.60 14.46 J.61 
WrfghlvOO,! 1.~22.J} I.U 2.069 0.8) 1~6.6 0.63 tV •• 7 2.01 4.59 1.1S 

Total W~t~r Districts 1)R,OlO.5 95.15 234,415 93.68 20,SSI.S 84.5) 3.926.4 9).38 366.94 91.74 

heat YJllcy tlectrlc 1,03S.3 4.8S 15.282 6.12 .J.fH5.8 lS.lt1 278.5 6.62 )).06 8.26 

Tot.'ll Utllity 11''',045.6 )On.oo 249.157 100.02 2,j.667,,~ !oo.oq ,~,104.9 100.(10 iOn. oJ! W2!l!! 
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San Dimas Service District 
The San Dimas District was acquired by SoCal in April 1976 

when the california Cities Water Company was merged with SoCal .. 
This district is a combination of numerous domestic and irrigation 
water companies whose histories commence with a large Spanish Land 
Crant know. as the Rancho San Jose and Rancho Addition to San .:rose, 
and the incorporation of the San Jose Ranch Company in 1887. ~ 
district is part of SoCal' s Eastern Division. As of December 31, 
1980) SoCal maintained 13 full time emI>loyees:ln the district. 

This district'S service territ?ry embraces portions of the 
Cities of San Dimas, LaVerc.e, Covina, and surro1.U1ding Los Angeles 
County unincorI>Orated areas. As of December 31, 1980 there were 
11,002 customers in the district. 981. of these fall in the Com-
mer~ial claSSification, consisting of residential and business 
cust'omers _ 

SoCa1 obtains its water supply for the district from . 
9 company-owned and 2 leased wells. Tbe wells range in size from 
12 to 24 inches (tt) and in depth to 873 feet (ft.).. Additional 
water is obtained from two connections with the Pomona Valley 
Municipal Water District and one eonnection with the Covina 
Irrigating Company_ 

As of December 31, 1979 there were 927,435 ft. of 
distribution mains within the district ranging in size to 36". 
SoCal maintains 11 storage tanks and reservoirs in the district, 
with a combined storage capacity of 8,651,000 gallons. 
Service and Conservation 

The relatively few customer complaints at the public 
meeting and absence of customer participation at the public witness 
testimony proceeding suggest that the company's service in the 
Area generally is satisfactory. In the companion decision issued 
in A.60735 there was 4 comprehensive discussion of SoCal's ongoing 

• conservation program, which appears adequate. 
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Rate of Return 
SoC~l ~nd the st~ff prc~ented different recommend~tion~ 

concerning costs of c~pital. SoC~l requeztz ~ conzt~nt return on 
equity of l6.0~ for the ye~rc covered in thic request. The z~~ff 
recommends a range of l4.50~ to l5.0~. 

In our soon-to-be i$sued decision in A.60735, pertaining 
to operations in SoC~l's Big Bear Diztrict, we will ~uthorize ~ 
constant return on common equity of l5.0~. Thic is due principally 
to our directive th~t SoC~l undertake ~n .extensive'm~in replacement 
program in that district over the next three years. However, SoCal 
will not be confronted with those same large c~pita1 expenditures 
in this district. 

Authoriz~tion of ~ return on common equity of 14.5~ during 
1982-1984 will, in our opinion, provide SoCal opportunity to earn ~ 
reasonable rate of return in this district ~nd will give duc 
consideration to the following factors: 

1. SoCal is a regulated public utility cng~gcd 
in a businezz which affects the public 
interest and must provide service ~t 
re~sonable rate~. 

2. Fair and re~sonable rates must balance 
the interests of both the rate?ayer~ as 
well as investors. 

3. Interest coverage requirements. 
4. Capital requirements. 
5. SoCal'z capital structure, capital costs, 

and financial history. 
6. Economic conditions - the effect of 

continued inflation and increazc~ in 
embedded costs of capit~l. 

Table 2 portr~ys our adopt~d c~pit~liz~tion ratio=, co=t 
factor~, weighted cozts, ~ftcr tax intcre~t cover~g~s, ~ncl ~uthorizccl 

rates of return lor SoC~l during tc~t ycar~ 1982 und 1983 ~nd for 
~ttrition yc~r 198~ . 

~ 
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TABLE 2 

.. C~:').:. ~~ 1 : Co:;,: : ~'i '':.,1. (j!~ t~~ .. .. .. 

.. CO::'l~:1cnt : R:I'..: ~.M~ • ?'1C"()"" :Cot:·~ '!'ot:t!:::: .. _ .. ___ ~ .... t -
Avcr3gc "£co.:, 19132 

Long-':'c=~ :>ebt ~4. OO~·~ 7 .. 06~ 3 .. I'.G~ 
Bo.nk r..o~n:;, 2:00 ::'7 .. 00 .. 3~ 
Te=~ ~ot¢ 5.00 17 .. 25 .aG 
P=e~c:.-:ccl Stoci: 12.00 7.05 .94 
CO::l.~on Stoc;: Zquit'l 37.0<"' 14.50 S.3i \ 

I 
Tot~l lOO .. ~O% 10.97~ ! 2 .. 35 11 

l 
Avc::::l<;]c Yeo.:- 1933 

• Long--Tc:'::l Debt 41. .. 00% 8.9~X 3.9 ..... % 
B:!.nk Lo~n:: 2 .. 00 15.00 .30 
Torr.. ~otc 5 .. 00 15.38 .. 77 
Prc:cr:ccl Stoe~' 12 .. 00 7.e.G .1)4 

Co:\.~o:'\ Stock - . 37.00 14.50 S.3i I ':-Clt!::. : j-

Tot~l 100 .. O:)'X. ll.32~ 1 

2.26'" 1 

Avcr:l~c Ye~: 1981! 
Long-'I'c:m Debt t,t •• 00';~ 9.71~ 4.27'f; 

B:lnk l.o.ln:: 2.00 l~.SO .21j 

Ter:: :;otc 5.00 15.00 .75 
Prc:cr:.-cd Stoci~ 12.00 0.38 1.01 
Co:n~on Stoei: ~cu~ .... t 37.()O 14.50 5.37 .... :. .. '- J -

Tot.ll 100 .. OO~~ 11.69% 
\ 
) . 

2.20'" ( 

~ 
* I~plici t .:l:tc:-t~Y. i:1'':c:c:; t covc::~~:(! .. 

• 
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Results of ~rat1ons 
SoCal has provided recorded revenues and expenses for 

the years 1976 through 1980, and from this information bas projected 
revenues and expenses for 1981 and for test years 1982 and 1983. 
Staff concurs with most of SoCal's projections. 

Only two issues remained where SoCal and the staff were 
in disagreement at the time the hearings were completed. These 
related to the number of customers projected 1n the district for 
1982 and 1983, and to projected water sales.. However, in seaff 
counsel's brief we are advised that the staff now concurs with 
SoCal '$ projected numbers of customers. BaSically, this will reflect 
a cessation in growth - apparently related to a severe reduction in 

!lew- housing starts in the area .. 
Customer Sales 

COr1cerning projected sales in the district, both SoCal 
and the staff used a regression analysis commonly known as the 
~odified Bean Method" to predict normalized water usage. 

'!he staff estimated that the average commercial customer 
in the district would use 306.4 hundred cubic feet (Cef) of water 
per year.. SoCal 's corresponding estimate is 285 Cef. Although 
using essentially identical regression analysis method and 
base data in arriving at their estimates, SoCal excluded input £rom 
drought year 1977 p while the staff excluded two drought years--1977 
and 1978... Also, SoCal included, and the staff excluded, temperature 
as one of the coefficients in the regression equation. 

The staff believes that the analysis made by 30seph Young, 
SoCal t 8 witness in this area p is technically accurate as far as it 
goes, but that it fails to -eake account of reality. On eross­
examination, the staff presented Young with a table (not an exhibit 
in this proceeding) sbowing recorded water sales for the year ending 

-8-
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August 1981. 1'he t'able shows water use of about 304 and 305 Cef for 
January and February, respectively, the months of lowest consumption. 
This figure is very close to what the staff says is '-normalized" 
usage for the year. 'I'be usage figures increased from Ja'aUl1ry and 
February as the year progressed. The staff believes therefore that 
its estimate of about 306 Ccf more closely resembles actual 
experience than SoCal's estimate. 

page 2 of Exhibit 22 is a portrayal by Young of recorded 
wa ter sales in the San Dimas District from 1972 through August 1980 
compared with the staff estimates for those years basec upon use 
of its formula. Page 3 of the exhibit is a similar portrayal showing 
recorded sales compared with SoCal's predicted water sales. '%be 
staff greatly uncerestimated sales in 1972 and 1979 and over­
esti~ated sales for mid-19S0, while SoCal's estimate closely 
tracks actual sales for these years. 

In summary, there is much to be said for SoCa1' s longer 
range predictions, while the staff's estimates come very close to 
actual sales during a more recent period. 

'l'here appears to be DO greater, nor less, virtue in the 
SoCal's estimate than in the staff's. We oelieve wisdom in these 

circumstances dictates adoption of a sales figure of 295 Cef per 
customer for the San Dimas District dUT.1ng the years covered by 
this application. this will provide a balanced figure for use in 
this critical area of revenue forecasting. 
Federal Income Taxes 

S1nee this matter was submitted, we issued D.93848, dated 
December lS, 1981 in Order Instituting Investigation (OIl) 24. 
Basically, that decision gives effect to the Economic Recovery Tax 
Act of 1981 (ER'IA). This new law c:&uses an increase in federal 
income tax expenses for ratemaking purposes due to el:iminat1on of 

-9-
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the full flow-through to ratepayers of accelerated depreciation 
and investment tax credit on utility plant additions placed 1n 
service after December 3l~ 1980. 

SoCa1 had offered evidence showing the effect of ER.'IA. 
The staff chose not to address this issue until our decision in 

011 24. The suff has now developed in forma tion reflecting our 
adoption of the conventional normalization method for purposes of 
applying ER'rA. SoCal concurs with the staff development. Fecleral 
income taxes calculated in Appendix C and included in 14ble 4 are 
based on ERU. '!'he incremental increased revenue requirement 
effect of ER'rA for test year 1982 is $294,800. 
Summary of Earnings 

The information shown in Tables 3 and 4 reflect:;; the 
~ eff~ct of adopted revenues and expenses for test years 1982 and 

1983. 

~ 
-10-
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:- Southem CaJ.1f'omia W&ter CocDp.any 
San D1JI&a District 

. . : Te~t Year 1982 : Test Year 1983 . . 
: ___________ I~t~m:_ __________ ~:~S~uq~f~ __ ~:~U~t1~1~i~tt~~~~S~~~~--·~.-U~t1=1~1ty~--: 

(Dollars :1n ~) 

• 

Present Rates 
Operat1ng Revenues 

Operating Expense, 
Pl.u-eha.sec1 Wa. ter 
Purchased POW'er 
P\m:;> !ax 
Pa}'%Oll 
Purchued. Serv:Lces 
Other OaM Expenses 
A&G Eq>enses 
G.O. Alloea.tioc. 
Deprec:1At1on Expense 
Iaxes Other Than Income 

Subtotal , 
'Onc:011eet:1bles 
Local F:r8:1Chi5e Tax 
CCE'l' 
FIT before Itc 
Itc 
FIT 

Total Opemt1ng Expenses 

Net Operating Revenues 

Rate Ba.H 

:Rate of b=m 

Pmosed Rates 11 
Operating RevClues=' 

Opera tW Expenses 
Subtotal 

'Oncol1ec:ubles 
Local Franeh:f se 
CCF'l" 
FIT before Il'C 
lIe 
FII 

Total. Ope%'&t1ng EIq>c:l..ses 

• Net 0pen.t1%1g Revenues 

Ra.te Base 

Rate of R.etum 

$2,931.4 

718.6 
415 .. 4 

46 .. 4 
273 .. 7 
207 .. 4 
140.6 
126 .. 5 

99 .. 7 
237 .. 8 
105 .. 8 

2,371 .. 9 

11 .. 6 
5 .. 6 
6 .. 4 

68.9 

68 .. 9 
2,464 .. 4 

466 .. 6 
6,421 .. 6 

7 .. 2~ 

3,829 .. 4 

2,371 .. 9 
lS .. 2 
7 .. 4 

92 .. 1 
440 .. 1 

440.1 
2,926 .. 7 

902 .. 7 

6,421 .. 6 

14 .. 06~ 

52,860 .. 2 

737 .. 8 
413.8 
52 .. 0 

30l .. 0 
210 .. 7 
151 .. 8 
132 .. 9 
123 .. 2 
237.8 
110.6 

2,471.6 

17.2 
S S 
~ 
66.4 

66 .. 4 
2,541 .. 7 

318 .. 5 

6,484 .. 1 

4.9~ 

3,785.9 

2,471.6 
20.9 
7.3 

69 .. 3 
449.1 

449.1 
3,018.2 

767.7 

6,484.1 

ll .. 84S 

790 .. 4 
432 .. 1 
46 .. 4 

296 .. 9 
228 .. 1 
152 .. 8 
l37 .. 1 
107 .. 7 
255.4 
117.1 

2,564 .. 0 

12.3 
6,0 

<.2.!> 
49.4 

49.4 
2,630 .. 9 

468 .. 7 

6,798 .. 5 
6 .. 8~ 

3,630.7 

2,564.0 
14.4 

7 .. 0 
49 .. 9 

269.0 

269.0 
2,804.3 

826.4 
6,798.5 

12.16S 

$2,989 .. 2 

794 .. 8 
430.5 
52.0 

347.9 
240.1 
176.5 
149.3 
139.6 
256 .. 6 
126.2 

2,713 .. 5-

17.6 

~ 
~ -
(77,4) 

2,629.3 

359.9 
6,911 .. 3 

S.2~ 

3,972.3 

2,713.5 
21.5 
7 .. 5 

63 .. 8 
329.0 

329.0 
3.135.3 

837.0 

6,911.3 

12.11$ 
<Negative Fii#!> 

Y IDeluc1e addit:iona] %'e'V'8nUe...-...r--
-~ ....... --.t. =e to EcClllClm1c ieoovex:Y l'.ax Act or 1981. 
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Southom ca.li!or.l1a lo1a.tor Com;>any 
San Dimo.s District 

: Test : ':test 
ItClIl YNJ.'!' 1282 : Y()Il'r 1283 

(Do1l8.rs 1:l. 'l1:l.ousands) 

Prcson t Ra. t~s 
OporAting Rcvenuos $2,868 .. l S3,034 .. 6 

Ot>erating ExDenses 
Pu:r:cbas.ed Wa.ter 676.9 746.2 
Pu:eba.Bed PCMor 415 .. 4 432.1 
Pump Tax 46.4 46.4 
Payroll 273.7 296.9 
Purchased Som.ce$ 207.4 228.1 
Othor OQ.! ~e$ 140.6 l.S2.8 
ASC~os 126 .. 5 1.37.1 
G.O. Alloca:tiocs 99.7 107.7 
DepreciAtion Expenses 237.8 255.4 
taxes Othor 'l'ban' Ineo=o 105.8 11711 

Subtotal 2,330.2 2,519 .. 8 

Uncolleetibles 11.4 12 .. l 
Local Franchise 't3x 5.5 5 .. 9 
CCF'I 4.4 (z;:o) 
FIT bef'ore ITC 47.9 24 .. 5 
ITC 
FIT 4',9 24 .. 5 

Total 0per.l.t1ng Expenses 2,399.4 2,558 .. 3 
No't Opo:a'ting Revenues 468 .. 7 475.9 

Ra.'te Ba.se 6,42l .. 6 6,755.7 

Rate of Ro-eu:n 7 • 30~; 7.04'\. 

P-ropo~od Rates 
0p0:aUc.g Revcm.ucs 3,353.8 3,629.3 

Ope::at:ing Expenses 
SuJ)-eotal. 2,330 .. 2 2,519 .. 8 

Uncolloctibles 1-' ., "'.'" 1~.~ 

Local. Fxu.nchLse G.4 7.0 

CCFI' 50.8 52.8 
FIT before ITC 248.7 270.5 
I'rC 
FIT 2':'8.7 270.5 

Total Opomting Expe:.lses 2,649.4 2,864.6 

Net Opera:~ing Revenues 704.4 764.7 

Rate Base 6,421 .. 6 6,755.7 

Ra.to of Retum 10.977. 11.32? 

(NF4~tiVO Figure) 
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Rate Desi!!! 
The great majority of customers--98t--1n SoCal's 

San Dimas District fall in the cotal:Dercial category. General metered 
service rates are applicable to all customers except irrigation and 
fire hydrant services. Variable expenses related to water production 
and supply account for 481. of SoCalts total operating expenses, 
excluding income taxes and return. Net plant investments amount to 
114 of total net depreciated plant. About 601 of SoCal's cost to 
provide service is fixed. 

SoCal's current service charges provide approximately 331 
of the revenues with quantity charges providing the remaining 671 of 
revenues from general metered rates. Because of the high cost of 
water supply, staff believes that the current ratio of :revenue from 
the service charges and quantity charges is reasonable and recommends 
that increases in revenue requirements be spread evenly between service 
charges and quantity charges. 

SoCal is proposing that the current four-quantity rate 
blocks be consolidated into two blocks. The staff agrees that 
the proposed two-block rate structure is reasonable and should be 

adopted. 
Table 5 depicts the rate structure currently appli­

cable in SoCal's San Dimas District. It is desi9ned on 
a tapering scale, with rates decreasing as usage increases. Both 
SoCal's and the staff's proposed rate structures consist of a aerviee 
charge and two inverted bloeks, i.e., the first bloek eonta1n1ng a 
lower rate for the first 300 cubic feet. We believe this 18 a proper 
design for commercial customers'in this 4istrict since it will afford 
both a reasonably cost-oriented service charge and lower rates for 
lesser usage, thereby encouraging conservation among cOlllDerc1&l users • 

-13-
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lTese:'lt 'Rates 

APP!.!C\.B !t!TY 

Applicable to g~neral ~etered Yat~r service. 
ItBR!TORY 

Soln :O~as, Charter Oak and vicinity, 1.os Angeles COl.:n:y. 
RATES 

Quantity Rates: Per Meter 
Per ~onth 

First 500 cu.ft. or less •••••••••••••• 
Next 4,500 cu.ft., per 100 cl.:.ft •••••••• 
Next 15,000 CI.:.ft., ~r 100 cu.:t •••••••• 
Over 20~000 cl.:.ft.~ per 100 cu.ft ••••••• 

Xinil:11Jm Charge: 

For 5/8 x 3/4-inch meter 
For . 3/4-*h meter 
For I-inch meter 
For 1-1/2-inch meter 

............... -.. .................... 
For 2-inch meter 
For 3-inch l:1eter 

......... " ., ....... . 
For 4-inch meter 
ror 6-ineh meter 
For 8-inch meter 

...........•...... 

., ..... _ ............. . 

$ 4.90 
0.717 
0.636 
0.508 

$ 4.90 
6.40 
9.00 

16.00 
25.00 
40 .. 00 
61.00 
91.00 

128.00 
'l'he Xi'Oimuo ChArge vill entitle the c:ustomer 
to the quantity of ~Ater wh1ch that m1n1m~ 
charge ~ll purchAse At the Quantity Rates • 
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Fire Pro-
tection 

Surch.rge 
Per ~..e:er 
PC'%' 'Month 

-

$0.12 
0.13 
O.lS 
0.25 
0.33 
0 .. 61 
0.83 
1 .. 37 
2.02 
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SoCQl ~lco prop0~C~ to incr0~~0 tho gu~ntitj t~t~ for ito 

irrig.:ltion cc:rvic(: [rom thl.' I.:urrc-nt 22 1.:('lll:~ (~) ji<:{ l.:t:.:f to :5lj¢ p(~r 

Ccf of ' .... ~tet. The zc:;[f <.:()ncur~ • .... i.th tLj:~ t"(~·I.:')J/llil(.'nd~tlon. . 
In it: :;ppliC.::Jtion SoC:;l ;1r.()fJ()~;I';: t(J vJ..i.IIlJn.:Jt f.' it:.: IJul..illc 

fire HydrQnt Service Sclv.'cJu]t:.' SD-I,. '['hi:; :,ropo:;:.d. i.:.: <:()n:~i;.tcnt 

with ?ublic Utilitic~:; Cod(~ :.i 2713 ~lnd C('IlI:lli:;;;I,Hl l~('~()lutjvn j.-213 

OQtco December 18, 1975i. St.:il"'C n(,)tc:~ tll;d_ Ifl():~t: I.d thc.' w;.;t'!! uc.i.litit'c 

in Los Angcle: County hJVC <:ntr.,o.:d into .. uni IlIflil (i[(: hidr:;nt CQtvicc 
Jgreement with the Loc i~W)(·J.I:;~ Cvunty t:()n::olid~.lt{.'<i FirC' 1>rQtC"ction 

Oi::;trict iri .:lccorc1.:tnco witl: 1(C';.olucion P"£!L !)incc: :~ubmi:;::;l(.m, 

SoC.:ll h"$ m.:lc1e .:tn .:lovicC' lettor. [ilin') t:'."J_lrcli.n'J unifc.HJfI [1r<: 

hydr~nt ce:vice ~gtccmcntc; but, tv our knowl~d0C, h~~ not yct 

entered into "0 .Jg,~emcnt (QC it~ S'::Jn ;)ill"-I:; Dir;trict. Whf..'n such 

~n "greemcnt ic c-ntcrcd into, <:':lnc(.'ll~ltir'1) .. !" :~(:lJ("1(lulc SD-4 wiJ1 

be appropri.:ltc • 

Findings of Fact 
l. SoCal's service in i~s S~n Dimas District is gcner~lly 

all tis factory. 
2. SoCal's conse:v~tion prograQ is satisfactory. 
3. SoCJll requires Jldditional revenu~s, but the rJltes it 

proposes would produce an unjustified rat~ of return. 
4. Estimates of operating revenues Dnd operating ~xpenses 

during test years 1982 and 1983, set forth in Tables 3 and 4, 
reasonably predict the results of So~l's operations in its 
San Dimas District. 

S. Capitalization ratios set forth in Table 2, together with 
cost factors, weighted costs, and after tJlX interest coverages, 
fairly portray estimated debt and equity costs which SoCal will 
experience during the period 1982-1984. 

6. A constant rate of return on corm:non equity of 14.5'':' will 
afford SoCul opportunity to earn returns on rat~ base of 10.97~, 

I 
• 11.321. 1 and 11.69'7. during 1982, 1983, llnd 1984, respectively. f 
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7. Information shown in Table 4 properly r~flects the 
consequences of ERIA and of our decision in OII 24. 

8. S0C3.1 has estimated annual average cO'Cmlercial customer 

sales of 284 Ccf in the district; the staff estim3tes 306.4 Ccf. 
Both estimates arc based u?on essentially identical regression 
analysis methodology, but SoCal excluded one drought year from 
its input data and the staff excluded ewo drought years. Also, 
SoCal included, and tbe staff excluded. temperature as ~ 
coefficient in the applicable regrcss~on eq~tion. 

9. Adoption of ~ WDeCr salez figure of 295 Ccf per average 
commercinl customer wi:l provide a reasonable) balanced figure 
for the purposes of this proceeding. 

10. The ado?ted rate ~esisn, consisting of ~ reasonably 
cost-oriented service charge and a two-block lifeline structure, 
will e~courage conservation • 

ll. The revenuc>z .:mthorl:t.C',1, u:1dl':" the provi;.ionz of Com:ni~zion 

Rezolution L-2l3, incorpor.:ltc the prC':;c-nc public Lire protection 

surchargC's offsetting lo~:; of tire hydr.Jnt rl,'v(>nu('z. No rc-funo iz 

necessary. 
Conclusions of L~w 

1. Revenue incrc.)~cz of $485,700 or 16.9~~ in 1902, $81,300 

or 2 • 3 % in 1983, .1 no $ 8 7 , 700 0 r 2. 4'(; l n 193': arc j u::; t i f i ed ~ no 

reasonable b.1zed upon ~)doptC'd rC':::ult~; n:" U:)0r.ition~ for SoC.:.l'z 

S~n Oim.)s Oiztrict. 

r 
t 

2. An estimated ann\Ul.l .average co=:erci.o.l custo~e= 'Water 
usage of 295 Ccf is reasonable for the purposes of ehis proceeding. 

3. SoCal should be authorized eo file ehc rate schedules 
attached as Appendixes A and B, subject eo the conditions set forth 
in Conclusion 6. 

4. The 4dopeed rate design rcco~~ended by SoCal and the 
staff is reasonable • 

-16-
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5. The increases in rates and charges authorized by ehis 
decision are just and reasonable, and present r~tes and charges, 
insofar as they differ from those authorized, are for the future 
unjust and unreasonable. 

6. The further increases authorized in Appendix S should 
be appropriately modified in the event the rates of return on 
rate base, ~djusted to reflect the rates then in effect and normal 
ratemaking adjustments for the 12 months ending ~ptember 30, 1982, 
and/or Septemoer 30, 1983, exceed the lower of (a) the rate of 
retur~ found reasonable by the Commission' for SoCal during the 
corresponding periods in the most recent rate deCision, or ~ 

(b) lO.971. for 1982 and ll.327. for 1983. 
7. Because of the imminent need for additional revenue, the 

following order and rates should be effective the date of signature • 

ORDER - ... ~-- ..... 
IT IS ORDERED that: 

1. Southern California Water Company (SoCal) is authorized 
to file for its San Dimas District, effective today, the revised 
rate schedules in Appendix A. The filing shall apply only to 
serviees rendered on and after their effec~ive da~e. 

2. On or af~er November l5, 1982, SoCal is authorized to 
file an advice letter, with appropriate workpapers, requesting the 
s~ep rate increases attached to this order ~s Appendix B, or to 
file a lesser increase which includes a uniform cents-per-hundred 
cubic feet of water adjus:cent from Appendix B in the event that 
the San Dimas District ra~e of return on rate b~se, adjusted to 
reflect the rates then in effect and normal ratemaking adjustmen:s 
for the 12 months ending September 30, 1982, exceeds the lower of 
(8) the rate of return found reasonable by the Commission for SoCal 
during the eorresponding period in the then most recent ra'Ce 
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decision, or (b) 10.971.. Such filing shall comply wi~h General 
Order 96-A. The requested step r~tez sholl be reviewed by 

/ 
the staff ~o determine ~heir conformity with this order and shall 
go into effect upon the staff's determination of conformity. But 
the staff shall inform the Commission if it finds that the proposed 
step rates are not in accord with this decision, and the Commission 
may then modify the increase. The effec~ivc d3te of the revised 
schedule shall be no earlier than J~nuary 1, 1983, or 30 days after . 
the filing of the step rate, whichever is l~ter. The revised 
schedule shall apply only to service rendered on and after the 
effective date. 

3. On or after November 15, 1983, SoCal is authorized to 
file an advice let'ter, with appropriate workpapers, requesting the 
step rate increases attached to this order as Appendix B, or to 
file a lesser increase which includes a uniform ce~ts-per-hundred 
cubic feet of water adjus~ment from Appendix B in 'the event tha~ 
the San Dimas District rate of return on rate base, adjusted to 
reflect the r4tes then in effect and normal ra~emaking adjustments 
for the 12 months ending September 30, 1983, exceeds the lower of 
(8) the r3te of return founQ reasonable by the Commission for SoCal 
during the corresponding period in the 'then most recent rate ~ 

deciSion, or (b) 11.32~. Such filing s~ll comply with General 
Order 96-A. The r~qucztcc step r~tez zh~ll be rcvi~w~d by 

the staff to determine their conformity with this order and shall 
go into effect upon the staff's determination of conformity_ Bu~ 

the staff shall inform the Commission if it finds that the proposed 
step rates are not in accord with this decision, and the Commission 
may ~hen modify the increase. The effective date of the revised 
schedule shall be no earlier than January 1, 1984, or 30 days after 
the filing of ~he step rates, whichever is later • 
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4. By May 1, 1982 SoCal shall mail to all its customers 
in this district a bill insert notice as shown in Appendix D. 

5. SoCal shall furnish the stAff, as expeditiously as 
possible, information evidencing compliance with our Resolution 
L-2l3. 

this order is effective today. 
Dated "MAR 2 '\982 , at San Francisco, California. 

Jor-r.-: E. BRYSON 
Pr~id('Qt 

RICHARD D. CRA VELLE 
LEO~APJ) M. CRL.\iES. JR. 
VICTOR CALVO 
PRISCILLA C. CREVV 

CormnisW0Der5 . .. 
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APPFllDIX A 
Page 1 

Southe=n Ca11tornia Water COMpOny 
Sen Dimo8 Dictr1et 

Sehe~ule No. SD-~ 

Applicable to all general metere4 vater service. 

San Dimas, Charter Oak and vicinity, Loa Anp;eles County. 

RATES 

Service Cbarge: 

For 5/8 x 3/4-ineh meter 
For 3/4-ineb meter 

..... " .................. _ .. . 

......... ,. .. ",. ................ ,. ,.. ... ,. . 
For 1-1ncn m~er • ,. ..... , ,.. .... ,.. ". ........ 1/1 ., ...... . 

For l~inen meter ................. "" .... ~ .. -
For 2-inea meter .•...............•••..... ~ 
For 3-ineh meter ...••....•...............• 
For 4-ineb meter ....•........... ~ ...•••..• 
For 6-1ncb meter .....•.......•.....•.•.... 
For 8-incb meter •••••••••••••••••••••• * ••• 

For 10-ineh meter .. ., ..................... ., . ., . ., .. ",. ... 

Qusctity Ra'te-: 

For tbe first 300 eu.!t., per 100 eu.!t ••••••••••• 
For all o¥er 300 eu.!t., per 100 cu.tt. • •.••••••• 

Per Meter 
Per Month 

$ 5·40 
5 .. 65 
8 .. 10 

J2.00 
20.00 
30.00 
45.00 
75·00 

120.00 
1eO.00 

The Service Charge 15 a·re8dine5.-to-~erve ehcrge vh1eh 
is applieable 'to all metere~ 8erv!ee an~ 'to vbieh 1e ~o 
be a~~ed toe monthlr eharge eom,u'ted a't the Qubntity Re'te~ • 

(I) 

(I) 



APPEl'mIX A 
~2 

Southern Ca.l.itorn1& Wa.ter Company 
San D1Jc.aa :o1atrict 

Scbedule Wo. SD-2 

Applicable to all mee.sured 1n1ga.tion aervice. 

Quantity RI:te: 

1'or all 'Wa. ter d.el1 vered, 
per 100 cubic teet ••••••••••••••••••••••••••• $0.364 (I) 
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AP.?ENDlX A 
. Page 3 

SOUI'l3:ERN CALIPORNIA YATER COMPANY 

Seh!'~u1!' No.. S1)-5 

San D1cas Distriet 

Applieable to all ~1re ~dr~t servie!' turn1sh!'d to ~e1pal1t1es, 
organ1zed ~1re distriets aDd other ~litieal subdiv1sions or the State. 

TERRlTORY 

Within the established San P1mas Distriet • 

RATE -
For each ~ant ••••••••• , •••••••••••••••• _ • l'fo Cherge 

(END OF APPENDIX A) 
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!:&c.h of the !ollO'odng inerea.aea in n. tes u:y 'be put ~to efi'eet 00. tbe 
1nd1c&ted date by tUing & ra.te schedule 'Which adds the appropriate 1ncreue 
to the n.te which vo\Ud otherviBe 'be in etteet on that. 4&te. 

Serviee Cha.rges 

For 5/8 x 3/4-1nchmeter ••••••••••••••••••••••• 
Tor 3/4-~ehaeter ••••••••••••••••••••••• 
For 1-ineh meter ••••••••••••••••••••••• 
'or l,.1nehmeter ••••••••••••••••••••••• 
For 2-~chmeter ••••••••••••••••••••••• 
Tor 3-inehmeter ••••••••••••••••••••••• 
lOr 4-1nCb.eter ••••••••••••••••••••••• 
For 6-inch meter ••••••••••••••••••••••• 
70r ~1neb meter ••••••••••••••••••••••• 
~7or lO-1nchmeter ••••••••••••••••••••••• 

Quant.ity Ra.tea: 

For the t:1.rst 300 eu.tt .. , per 100 eu.ft • 
"For all. over 300 cu.ft., per loo eu..ft. 

•....•. 
........ 

(DD or .A:PPZNDIX 3) 

$ 0.l5 
O.J.5 
0.20 
0.30 
0.50 
l..00 
J..OO 
2.00 
3.00 
5.00 

o.oos 
0.015 

$ 0.15 
0.20 
0.30 
0 • .40 
0.50 
1.00 
2.00 
2.00 
4.00 
5.00 

0.ol6 
0.015 
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Page 1 

ADemn OUA.~TI'I'IES 

Com?~: Southern Call1'ornia. Wa.t~:r Co. 
Di~r1et: San Dima:5 Di :strict. 

~ 1m 
1. Water ProQuetion: Cc1"(lOOO) 4~55$ .. S 4,805.2 

Well~: 1~9~.4 1,938.4 
Purch83ed. Water: 2,508.5 2,7;7.9 

Surtac:e Water: 108 .. 9 108.9 

2. Purchased Power 
Electric Co~T: Supplier: SCE Da.te: 9-1-1981 

Kwh: 6,.410,275 6,689~920 
$ per Kwh: $ 0.0596$1 $ 0.059651 

QuantitY' Cost: $ 3B2~381 $ 399,062 
FiXed Co~: $ 24,656 $ 24,656-

Total Electric Cost: $ 407,000 $ 423,700 

So.Cal.. Gas Co. Da-:.e: 9-1-1981 
'l'herm:J: 23,.643 23,643 

$ per Them : $ 0.35060 $ 0.35060 

• " Qua.."lti ty Cost: $ S~289 $ 8,229 
Service Charge: $ 120 $ l20 
Total G~ Co~: $ 8,400 $ 8,400 

Total Power Co~: $ 415,1.00 $ 432,100 

3 .. Purchased Water ~5es: 
Pomona Valley Mrm Date: 7-l-l98l. 

A.tro.~: 5,028.3 5,.600.8 
$ per AF: $ 121.00 $ 121.00 

Cost: $ 608,400 $ 671,700 

Covina. Irrigating Date: 3-1-1981 
Aere-Feet: 730 .. 5 730.$ 

$ per J:F: $ 3) .. 78 $ ;33.78 
Co~: $ 68,500 $ 68,500 

'l'ot.al Purchased Wat~r Co3t: $ 676,900 $ 746,200 

4. PIlmp'l'lJX 
M.a.1.n San Gabriel Wate:rm&ster Date: 7-1-1gel 

Aere-Feet: 4,ll9 4,1l9 
$ per A'F: $ 11 .. 27 $ 11.27 

Co3t: $ 46~4oo $ 46,400 

5. Ad Valorem Taxes: $ 84,.100 $ 93~700 

• Tax Rate .. 5.02% 5.02% . 
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APPENDIX C 

p"-ge 2 

6. Nu:nbo't'" or Se:-vices-Meto't'" $\",,,: 19A2 
"""""-

578 x ;,J;. 1.~613 
')/4 4,,477 

1 2~O92 
1; 129 
2 276 
:3 9 
4 31 
6 1.. 
e 1 

ll,632 

7. Me~ered W~ter S,ile~ 1~P'2 
~ 

Range ccr 
0-3 218,700 

Over 3 ? 6?? SOC 
IiI -'Ii.! I 

!otru. 3,852~500 

8" Number of Se~ce~ ~o. of Services . 
lq82 - 1983 

Com:nerci31 11,502 12.208 
Indu~tri~ 14 lJ.. 
Publie Authority 113 118 
Other 3 :3 
Irrlg:ltion 6 6 
Contrxt 1 1 

11,639 
. 

~ubtotal 12,350 
Private Fire Prot .. 60 60 

Tot.:U. ll,699 12,4.10 
W~ter Lo~~: 13 .. 0% 

total Water Produced 

9. Revenu., 1982 

Metered. $ 3,317,600 
Irrig:ltion 7,700 
Contract 8,.800 
Private Fire P:-ot. .. 15,200 
}I.i~c .. 41~OO 

Tot oJ. ;3,353,800 

19P.3 
1...895 
4!p750 
2,220 

1')6 
294-
10 
3) 

4-
1 

12,343 

1993 
Us.ve-Cef , 

232,000 
21P-~~ll00 
4~O71~lOO 

U~:l"'G-KCef ~v""U~~~e-Cef/vr_ 
1982 HfR'3 

~ 
1~82 ...- 19P.~ 

? ':19':1 1 ;1,,,1 .I .. 3.601 .. 4- 295.0 ~5.0 
130.8 130.8 11,,893.0 1l~B93 .. 0 
290 .. 1.. 300.7 2~570.0 2,570.0 
19 .. 1 19 .. l 
21.2 ?1 .. 2 3~S36 .. 0 3,536 .. 0 

lOP..<:> lOA'" 9 
? 9,.,'5 ;;, 0,.,. 1...,182.1 

~92.'3 624 1 9 
4,555 .. 8 4,807.0 

1983 

$ 3,593,100 / 
7,700 
8,.800 

1$,200 
4 1 200 / 3,629,JOO 
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• P:lge; 

INCOME TAX CALCUI~TTON 

19?~ 19~3 
ThOU!l3l'l.e!.s of Dollars) 

/ Operating Revenue!l $ 3,3~3.8 $ 3,629.3 

0&.\1: Expenses: 
Purchased WAter 676.,9 746.,2 
PumpT:JX 46_4 46.,4 
Purch~ed Power 415 .. 4 432_1 
P~:yroll 293 .. 5 318 .. 4 
Othor 45/. .. "/ 496 .. 5 
ijncollecti~le ~ 0-398% 1:3 .. 4 14. .. 6 
Loe~ Franchize @ 0 .. 192% 6.5 7.1 

P4IYX'oll T:lXes 2i.. 7 23 .. 4 
Ad VDlorem TJl."':es 84.1 93 .. 7 
Con.. Ottico Alloe., 99 .. 7 107.,7 
Intere!lt ?26E~ ~{j7_6 

TotDl Deduction, 2,408 .. 5 2,633.,7 

State T~ Depreciation 416 .. 6 41.5.,9 
[ Net Taxable Income ~2ij.9 ~49.9 

St:l.te Corp.. Fr.lnch .. Tu. !:IO.8 52.8 • Federal T:lX Depreciation 350 .. 7 351.,6 ./ State Income T3Y- 50.8 52.8 
Pre!.. Stock D1 v., Credit 0.,7 0 .. 7 
Net T~~le Income 5~3.3 590_7 
Fee!... Income Tax @ 46% 249.9 27l.7 

Less: Cr~ .. Tax Adj .. 1 .. 2 1 .. 2 / Total Federal Income Tax 248.6 270.5 

• Net to Cro~s Xu1ti~lier: 2 .. 06067 
Book Depreci:l.tion: $ 237,800 (1982); $255,400 (1ge3) .. 

(Ene!. or Appendix C) 



• 

• 

• 

A.60736 ALJ/bw 

APPENDIX 0 

Bill Insert for SoCal Customers 
(San Dimas District) 

One item of expense included in the rate increase 
recently granted to Southern California Water 
Company for its San Dimas District by the 
Public Utilities Co~~ission, amountin9 to 
$294,800, was attributable to President Reagan's 
Economic Recovery Tax Act of 1981, which requires 
the Public Utilities Co~~ission to charge rate­
payers for the expense of taxes which are not 
now being paid to the Federal Government and 
which may never be paid. This expense may 
increase in the future as a percent of your 
bill. 

(~~ OF APPENDIX D) 


