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Decis:i.on 
82 03 057 

-----
BEFORE THE PUBLIC 'C"l'ILI'l'!ES COMMISSION OF '.t'HE SZ\.'rS OF CALIFORNIA 

In tlle Matter of the Application ) 
of SOU'1'RERN CALIFORNIA W'A'1'ER. ) 
COMPA.~ for authori t';{ to increase ) 
rates charged ~or water service ) 
in its Santa Maria District, dba ) 
california Cities Water. ) 

---------------------------) 

Applicat:i.on 60799 
(Filed August 5, 1981) 

O'Melveny & Myers, by Richard K. Smith, 
~, Atto=ney at Law, for Southern 
california Water Company, applicant. 

Phil ip Scott Weismehl, Attorney at Law, 
tor the Comm~ssion staff. 

OPINION -_ ... -- .... --
Applicant Southern California. Water Company seeks 

authority to increase rates in its Santa Maria District. 1'he 

rate increases proposed by applicant are in steps desi~ee to 
increase annual revenues i~ 1981 by S307,200, or 30.93%, over 
the revenues producee by the rates in effect on April 30, 1981 
(:i..e., at the time the Notice of Intent was filed): in tes~ 
year 1982 by S135,800, or 9.98%, over reven~es from rates 
proposed for 1981; in test year 1983 by $107,200, or 6.a~, 
over revenues from rates proposed for 1982: and in year 1984 
i::1y $85,200, or 5.11%, over revenues froe rates proposed for 

1983. 
The foregoing proposoC increases exclude the e:feets 

0: The Economic Recover.! Tax Act 0: 193:' (ER.'J:A). In this 

connectio~ applicant s~lemented the infor:ation on this 
application provided in the notice of hearinq mailed t~ its 

custo=ers as follows: 
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",m 'l'he increase in rates requested. are 
further increased by a total of 1&.1% 
in 1982 and 15.4% in 1983 to reflect 
''l'he Economic Reeovery Tax Act of 1981' 
sic;ned into law on Auqust l3, 19S1 .... 

An informal public meetinq held durinq the eveninq on 
AU9USt 25, 1981 in Santa Maria preceded the hearing- on this 

matter. ':rhe meeting' was sponsored "ay applicant and the Commis
sion staff to provide an informal settinq in which customers 
could express their views and applicant could explain its 
asserted need for a general rate increase 3nd re~nd to questions 
or complaints. Of the approximately SO customers who attended 
the meeting, ,more than 10 complained about water outages on the 

larqest of the four separate systems in the district. Other 
complaints concerned low water pressure or dirty water, primarily 
on two of the other systems. 

• Because of the presence of service problems, a public 

• 

witness hearing was held before AOministrative Law Judge Main 

in Santa Maria on December 7, 1981. Approximately 12· customers 
attended, several of whom either c.ade statements reiterating' 
concerns expressed at the August informal meeting or ur~ed that 
no rate increase be authorized until service improves. R. L. 

Anthony, Jr., vice president-Opera~ions for applicant, :?rovided 
a status report on the measures uneerway to alleviate the ser
vice problems.. His report will be covered later in this decision. 

Bearing resumed. the following- day, DecemDer e, 1981, 
in Los Angeles on a consolie.a.ted record with Application (A.) 
60798 (Arden-Cordova District). This proceedinq w~~ submitted 
upon the filinq of concurrent briefs due on or bef?re December 3l, 
1981 • 
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Notice of the infor.na! meeting, the puDlic wi t.."'less 
testil:lony, and publie hearinqs was provided by bill inserts 
mailed to each c'Ustocer in the Santa Maria Dist=iet. 
General Inforoation 

Applicant owns and operates water systems in 19 distric~ 

and an electrie system in Biq Bear Lake, Califor:l.ia. Each dis

trict is a separate unit for operational, aceountinq, ana. ratem..:JO.ng 
purposes •. The districts are grouped into five divisions. 'l'he 

headquarters and general office is located in Los Angeles. Cus
tomers' bills for all districts are p=epared at the Los Angeles 
general office. OVerall functions such as accounting, engineering, 
data processing, and purchasing are ~lso centralized there. 

As of December 3l, 1980, statewide a.pplicant was serving 
231,671 customers and had 380 employees and an investment in 

utility plant of S147,467,000. Gross operatinq revenue for the 
l2-month period ended December 31, 1980 was $36,527,000. Appli
cant's approximately 2,000,000 shares of common stock are owned 
by more than 5,000 individual and institutional shareholders. 
Its preferred stock (200,400 shares in four series) is held by 

institutional investors. 
Santa Maria District 

:he santa Maria District has four separate service 
areas, three of which are in Santa ~bara County and one in 

san Luis Obispo County. The district is ee result of. con
solidatinq several small water companies acquired by Cali:ornia 
Cities Water Company. ':he latter eompany, in turn, was a.equirecl 
by applicant in 1976 • 
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At the end of 1980, there were 7,800 customers in 

the Santa Maria District, nearly all of • .... hom (99.8%) were in 
the commercial classification which consists of residential 
and business customers. The water supply was obtained from 
applicant's lS wells. ~ere were S9~,981 feet of distr~~tion 
mains ranging in size up to l6 inches in diaJ:leter and eight 
reservoirs with a combined capacity of 3,382,300 gallons. 
Utility plant in service was $S,513,045 and depreciation 
reserve was, $1,200,010, yielding $4,313,035 of net utility 
plant. 
Service 

'l'he water systems servinq the four separate areas in 

the Santa Maria Distriet are desi;nated as the Oreutt System 
(the main Santa Maria system), the Vista System, the Sisqc.oe 
Systetl, and the Tanqlewood System. At the Auqust 25 informal 
meeting, applicant's customers called attention to service 
problems encountered in three of the four separate water systeos. 
The 'most prevalent complaint concerned water outages that 
occurred June lS, 16, and 17, 1981 in the main Santa Maria 
system (the Orcutt System). In the Vista System high manganese 
and hydrogen sulfide concentrations in the water served have 
caused staining and odor problems. In the Sisquoc System the 

water supply has an excessive nitrate content. 
Applicant's investigation into these service problems 

and. the status of proposed remedial measures as of October 28, 
1981 are set forth in Appendix B to Exhibit l2. Excerpts from 

that appendix follow: 
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"Water Outages - June lS, 16 and 17, 1981 
"Only one of ~~e four wa~er syste:s in the 
Santa Maria District experienced a water 
outage during the period June 15, 16 and 
l7, which ..... as the m~in Santa Maria. System. 

"Commencing on June 15, 1981 extre~ely high 
demands for water were experienced causing 
be~~een 600 to 1,000 customers to be out of 
water during portions of each of the three 
days. The ex-...remely high de::l3JlCs for ·~ater 
were experienced in all of ~""le Company's 
systems throughout the State. 

"A review 0: the conditions at the ~e 0: 
the outages indicate that there ..... ere 
sufficient water production capabilities 
to :eet the demands of the customers du:ing 
these three days; however, due to the zoning 
of the system the full water production 
capacity could not effectively be utilized 
for the benefit of the entire system • 

"The Company has taken the following steps 
to remedy the situation: 

"1. A temporary trailer-mou.~ted 
transfer booster has been sent 
to Santa Maria and the necessary 
co~ections have been made to the 
distri~ution system so that ·~ter 
that could not be utilized on June lS, 
16 ane 17, 1981, can now be effectively 
utilized through the system. A per
manent booster station (Darbouth) 
is actuallv under const--uction at 
this time inc should 70e in service 
in the next 30 days. 

"2. A two-way interconnection has been 
authorized by the Company wit.'" the 
approval of the City of Santa ~~ia. 
This interconnection would allow the 
Company and the City, in case of an 
emergency,. to utilize each other' s 
water supply. This ..... ould have '.been 
a substZlntial benefit to ~he Company 
curing J~e lS, 16 and 17 as the 
Ci~ did have water that ~~ey could 
have provi4ed. Constr~ction s~ou1d 
qet under way and be complete4 by 
November 30, 1981. 
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"3. A !'lew well has :been drilled (Kenneth) 
and. will :be equipped a."'lC placed in 
service by :an~~ 1, 1982. This 
well has Deen tested and a pucp 
desiqned to produce ~pproxiQately 
800 GPM. A second site has been 
acquired :or another well that 
will be drilled in January 1982. 

"At the :present ti%:le the Coc.pany has 
r~ested ~ids for the drillinq 0: 
the well and has ~e property. The 
cost 0: this :~cility is included in 
the Company's 1982 Capital Bue;et and 
the well should be in service by June 
30, 1982. 

"Water Quality Problem 

"Water ~ality problems occurred in two 0: the 
four water systems in the Santa ~..aria District: 

Vista. Systet: 
"'!he Vista SysteCL, of about 700 
custo=ers, is located about 2S 
:niles north of the main Santa. 
Maria System, located on a Mesa 
overlookinq the S~ta ~~ia River. 

"The Vista Syst~ required additional 
water supply, the;re!o;re, the Company 
drilled the La Serena Well in 1980. 
The La Serena Well has a production 
capability 0: 400 GPM, a qood producer; 
bowever, the water quality is not 
as qood as the. other wells in t."'e 
Vista System. 

"The La Serena water is high in :a.n
qanese and bydr0gen sulfide and t..'le 
treatment :0: one item agq=avates the 
aJ:)ili ty to control the o~er. The 
well is utilized only when necessary 
which is ~ainly in the su:cer :onths. 

"'!'he rC:leey !or improving the quality 
0: water from the La Serena Well is 
the installation 0: filters alonq 
with a storage t~~. The desiqn 
and construction 0: filters ane 
storage tank at the La Serena well 
site is a 1982 Capital Bue~et item. 
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"The quality of q=ound water on 
the Mesa wherein the Vista System 
lies, varies qreatly a.~d has no 
discernible pattern to the under
qround basins, therefore, d:illi.~q 
another well at some other location 
has no assurance t.i.at wate::' qt.1ality 
would be imp::'oved. 

"2.. Sisg:uoe Svstem 

"The Sisquoc System, 0: about 68 
customers, is located about 15 ~iles 
due east of the ... :lain Santa Maria. 
system and is situated in a larqe 
agricultural valley_ 

"The Sis~oc System is a sinqle well 
water system, which well has a 
nitrate level of S4 ppm. The 
drinkinq water standarc:i for nitrate 
is 45 ppm. 

NThe Company is neqotiating for 
supplemental blendinq water with 
the Brochman School. ~e school 
has an acceptable water and is the 
only other water supply that is 
located adjacent to t.~e Sisquoc 
System. In addition, the Company 
is supplying bottled water to cus
tomers where there arc pregnant 
women or infants that miqht be 
affected by the nitrate level. 

·Should neqotiations with the 
Brochman School fail, the alter
natives are (1) drill anothe= well 
which has no assurance that water 
<raality will be improved, and 
(2) conduet experime:lts with 
nitrate removal." 

~ouqh his testimony at the Deee=ber 7 hearinq in 

Santa Maria, applicant's vice ?:esident-Operations ~rought up to 

date and supplemented the foreqoinq report as !ollows: 
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'1'he improvements for the Orcutt System ei the: have 

~en or will be completed on schedule. The filters necessary 

for improving t.."lc quality of water from t.."le La Serena Well on 

the Vista System will :oe installed before next summer 'as 
scheduled) when the water from that well is needed. However, 

applicant is encountering delays, due to zoning changes, in 
obtaining from San Luis Obispo County a per.cit to build the 

storage tank. The outlook is that tank construction will not , 

be started ·before mid-sum:ner. But the filters will be in service 

before then and provide water of satisfactory quality. The 

Broehman School has decided not to supply water to applicant's 

Sisquoc System. Rather than conducting experiments with nitrate 

removal, applicant l"..as elected to, and will very shortly, drill 

a new well to supply this vez:y small syste%:l. 

Drilling and equipping the new well for the Sis~ 

System will cost about $SO, 000, bril:1qinq the total expenditures 

budgeted in response to these service problems in the santa 
Maria District to $800,000. 

A review of the complaints filed in the Santa Maria 

District in 1980 and 1981, which were investigated and. resolved 

by applicant, is snmmarized :below: 

Water Quality 

Pressure 
Billing 
Main Leak 

Other 
Total 

-8-

1980 

63 

69 
242 

23 -. 
397 

1981 (Jan.-June) 

54 

3S 

155 

3 

3 -
250 
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Applic~~t's policy is to proviae ~~ acc~table level 
of service. -rhe above-referenced SSOO, 000 i:l. capital expendi tt::es 

budgeted for 1981 and 1982 in~icates i~s continuing response ~ 
3nd resolution o~ service prob1ecs. 
Water Conservation and Pum~ E££ieiencv -Applicant has an established proqrac to promote water 

conservation. Currently, its efforts are directed primarily 
toward providing conservation reminders through inserts mai!ed 
with customers' bills and through newspaper advertisements. 

Applicant also has an est~lishee pro;ram to maintain 
pump e~ficiencies. Our staff repor'ts that all ·well pumps show 
above the averaqe-fair efficiency ratinq. On most booster pumps, 
no adequate test section is available; however, these pumps are 
physically cheeked periodically by utili~1 !or excessive wear.
Present and Proposed Rates 

Basic rates for the Santa Maria District were set by 

DeCision CD.) 75548 dated April S, 1969. Since then, the 
Commission has authorizee three rate inc:eases to offset increases 

in water production-related expenses and authorized a fire 
protection surcharge. The present general :etered service rates 
are as follows: 
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Schedule SK.-l 

F1re Pro-

Per Meter 
Per Moftth 

t:ect1ou 
SurchArge 
Per Meusr 
Per Moft1:h 

Quanti:y :a.a.te.: 

First. 800 cu.f1;. or les ••••••••••••••••••••••• 
Next 1.200 cu.!: •• per 100 cu.ft •••••••••••••••• 
Next 2.000 eu.ft. •• per 100 cu.!t •••••••••••••••• 
Over 4.000 eu.ft •• per 100 cu.ft. •••••••••••••••• 

For S/8 
For 
For 
For 
For 
For 
For 
For 

x 3/4-1n~ meter •••••••••••••••• ~ ••••••• 
3/4-1DCh,meter •••••••••••••••••••••••• 

1-1nch me~er •••••••••••••••••••••••• 
1-1/2-1neh meter •••••••••••••••••••••••• 

2-1Deh me:er •••••••••••••••••••••••• 
3-iDeh meter •••••••••••••••••••••••• 
4-1nch me~er •••••••••••••••••••••••• 
6-1Deh me~er •••••••••••••••••••••••• 

$ 4.00 
0.34 
0.27 
0.18 

$ 4.00 
7.00 
9.00 

11.00 
15.00 
23.00 
38.00 
68.00 

The Hin1mam Charge 11111 ent1t.le the eu.tc:c:Aer 
to the qa.&tl.t1-.;y of vater yh1c:h Ul.&t mi%l1.mtlm 
~e 'Will pureh.ue at the Quando'ty ltaU:4. 

Offset Cost Adjustment: 

$0.2.3 
0.24 
0.33 
0..45 
0.61 
1.13 
1.53 
2.55 

'l'he Offset Cost. Adjue.tmen't is & quand.ty cb..a.rge per 100 cu.ft. adde4 to 
each monthly bill for all "ater uaer:t O'Ifer 300 c1.1eft.. 

Re801u- Adv1~e 
Offset doon Letter Rate Per l>&te bt.e 

eost It4!m No. No. 100 .:u.ft .. Effect.ive 

Pover for Pumping Y-2403 67 .. :W $.0.041 7/11/7S 
Property Tax 69-Y (0.014) 10/27/78 
Pover forP\mzp1ng 69-Y 0.014 10/27/78-
Revenue Act., 1978 544-" (0.003) 6/l6/79 
Power for Pamp1ng S91-~ 0.060 

1'01:. Of£se1: Adj • $ 0.098 
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Applicant's p=opo~ee gencr~l ~etered s~rvicc r~te~ for 

year~ 1982, 1963, ~nd 1984 are a~ fol1ow~: 

Schedule SM.l 

Per Met.er Per Mont.h 
Effective JanU4!I 17 

1982 1983 1984 - - -~nti t.y Rates: 
First 300 cu.ft., per 100 cu.ft.. 
Over 300 cu~ft., per 100 cu.ft. 

••...•.... 
.•...•.... 

For 5/S x 3/4-inch meter •••••••••••••••••• 
For 3/4-ineh met.er •••••••••••••••••• 
For l-ineh me~er ••• - •••••••••••••• 
:For l-l/Z-incn meter •••••••••••••••••• 
For 2-ineh me~er •••••••••••••••••• 
For 3-ineh meter •••••••••••••••••• 
For 4-ine~meter •••••••••••••••••• 
For 6-ineh met.er •••••••••••••••••• 
For 8-1nch meter •••••••••••••••••• 

$ 0.415 
0.457 

$ 4.S0 
8.00 

10.00 
13.00 
18.00 
Z8.00 
46.00 
80.00 

110.00 

$ 0.438 
0.430 

$ 5.00 
9.00 

11.00 
15.00 
20.00 
31.00 
50.00 
89.00 

125.00 

The ~rvice Charge 15 .0. re4dinesn-to-serve chArge 
applicable to 411 metered service and to which is 
to be .o.dd«1 the ~U4:lti ty charge c<:Cj)ut.ed at 2e 
Qu.antity R.a.tes. 

$ 0.438 
0.480 

$ 5.es 
10.50 
13.00 
18.00 
23.00 
36.00 
60.00 

100.00 
140.00 

In additio~, applicant proposes el~inatinq the monthly 
charge ::0::: public fire hyerant service frotl Schedule SM-S, as 

a consequence 0:: PUblic Utilities (PU) Code Section 27l3 • 
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Need For Rate Relief 

In its application applieant statee the need for rate 
relief is ":nainly caused by increases in t:'le costs of purel'lased 
powe:, laJ»=, posta.qe, payroll taxes, liability insura:lee, 
depreciation, increased rate base and increased cost-of-capital 
since these costs were last consieered by the Commission in 
settinq rates .. " 
Rate of Retur.'1 

Applicant and staff aqree on the types and amounts 

of financinq proposed in test years 1982 and 1983 and in 1984. 
Appl~cant accepts staff-s use of averaqe year capital costs 
and also accepts the capital structure of approximately 5l%" 
debt, 12% preferred stock" and 37% equity proposed, by sta:f. 
Applicant and staff disaqree on the rate of return on common 
equity with applicant advocating 16% and staff a 14.50-l5.00% 
range.. Applicant and staff also disaqree on interest rates on 
future debt and the dividend rate on a ~uture preferred stock 
issue. 

Four components comprise the debt and preferred stock 
portion of applicant-oS capitali:ation. The four components are 
lon<;-term debt, bank loans, a tertl note, ane. 'preferred stock. 
As for lonq-te~ debt ~n 1982, 1983, ane. 1984, applicant proposes 

. to issue bones in ~e pri~cipal amount of S6 million, S6 million, 
and S5 million, respectively. '1'0 market -:hese issues, applicant 
projects that the bonds issued in 1982 will have to bear interest 
at a rate of 17% and the boncls issued in 1983 ~~d !984 will have· 
to bear interest at a rate 0: 15%. Staf: has estimated. that the 
applicable interest rates will be 15% in 1982, 14% in 1983, anC 

13.5% in 1984 • 
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The differences between applic~~t's ana staff'$ 
estimated. costs of the ~"lk loZll'l and tem note components of 

applicant's capitalization result from the parties' differin~ 
estimations of the prime rate during' the test years. 'l'he:bank 

loan component is a S12 million line o~ credit with Harris ~t 
of Chicaqo ~~d First Interstate Bank. The interest rate on the 

line of credit floa.ts with the prime rate. The ten note co~
ponent will l>e a five-year note which applicant is currently 
neqotiatin~ with Harris ~~st 0: Chicago to refinance a portion 
of the line of credit with that bank and First Interstate Bank. 

Since the term note is f~nded. de:Ot, t.~ interest coverage 
requireI:ent imposed by applicant· s indentures will limit the 

ter.n note to a principal a::tount of S5-6 million. Tb.e interest 

rates on the term note will be the prime ra.te plus 1/4% in 1982, 
the prime rate plus 3/8% in 1983, a..~d the prime rate plus 1/2% 
in 1984, 1985, and 1986. Applicant has estimated. that the 
prime rate will be 17% in 1982 and 15% in 1983 and 1984. Staff 
bas estimated. that the prime rate will be l7.5% in 1962, 15% 

in 1983, and 14% in 1984. 
Both ~pplicant and staff aqree that applicant should 

issue $2 million of preferred stock in 1984. However, appli~ant 
estimates the dividend'rate on t~.at stock will ~ l5%, whereas 
staff estimates a dividend rate of 13.5%. 

The recent past provides salient examples of the 
dif:iculty in foreeastinq correctly only the dire~tion inte:est 
rates will take without attemptin~ to quantify the changes. 
Nevertheless, spe~ifie est~tes Q£ the cost of new de~t and 
preferred stock are essential to our rate 0: return determination • 
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In D.93887 dated December 30, 1981 in A.60153 and 

related matters, we assumed at page 51 (~eo.) that (1) for 

198Z all new Pacific Gas and Electric Compa.'"lY O?G&E) lonq-ter:n 

debt (with PG&E bonds at an AA rating) would sell at an interest 
cost of 15% and preferred stock at a dividend rate of 14.75%; 

and C 2) for 1983 all new PG&E long-tertl debt would sell at an 
intere~t cost of 14% and preferred s~ at a ~vicenC!. rate 

of 13.75%. Although applicant's :bo;cds are privately place<! 

wi th pension funds or i:lsurance companies and the=efore unrated, 

they very obviously do not quali:Ey as high-g=ade (M or better) 

obligations. Upon careful consideration of ~e estimates ~ 

applicant and staff in light of our above deter::.inations in the 

PG&Z general rate proceeding, we believe the following are 
reaso~able cost rates for applicant's new debt and preferred 
stock: 

, , 

New Bonds 
Bcmk Loans 

Ter.n Note 
New Preferl:'e<:i 

1982 % . 
15.50 
17.00 

17.25 

1983 1984 
% i 

14.50 14.00 
15.00 14.50 
15.38 15.00 

14.00 

Applicant believes a 16% re~ on e~ty is necessary 
to increase its financial coverages. Since 1971, applicant has 

experienced a steady decline in interest and preferred dividend 
coverages. At this time, the coveraqe reqt.1irements impose<:! on 

applicant ~ its First Mortgage Bond Indentures will only per.cit 

applicant to finance a :bond issue in ~'"l aqqreqate principal 

amount of' ,up to $5 or $6 million. The coverage requirements 

for additional debt other than first :lonqage bonds is imposed 
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"::ty a 5-3/4% debenture indenture. It provides further restrictions 
on applican~·~ a~il~ty to obtain debt:ina~ci~g, pronib~~1ng 
applicant at ~~is time fro: financing a $6 million de~nture or 
term note at an interest rate o~ 18% or more. Currently, appli
CZl.nt can finance only a small aJ:10'C.:lt of prc!erred stock, 
dividend coverage beinq inadequate to su~port a practicable 
issue. 

The ability to issue additional de~t or preferred stock 
is crucial, but no more so than the ability to !ind so~eone 
1» buy the seeuri ties. To find a !)'u.yer, applica.:!t :%lust compete 
in the .=arketplace for available capital. Generally, as interest 
or dividend coverages decrease, the risk involvee in the security 
increases and it becomes more eifficult to sell the securities. 
According to applicant, the 16% return on equity it :,equests 
would significantly i:1prove its ability, by increasing its 
fi~~cial coverages, to o~tain debt £i:ancinq. 

Applicant also eontends a 16% return on equity would 
provide it ·~th a more realistic opportunity t~ earn a fair 
return. This contention is in response to applicant's having 
experienced returns on equity significantly below the authorized 
level. Aceordinq to applicant, this may be due to the ::ulti

district nature of the company, underestimation of expenses, 
inverted rates, or other factors. 

In addition, applieant points to an inerease in ris~ 
faced by a water co~pany as the result of Commission-mandated 
rate design a:ld makes the followinq arqu:nent: "The volm:te of 
water sold by a water cocpa..'"lY vries significantly with the 

weather and the company's revenues are affectee not only by 

vol~e l:>ut also by rate e.esiqn. In the past, rates were set 

-15-



• 

• 

• 

A.60799 A:LJ/ZA 

on a cost of service dcsiqn based mainly on enqineerinq and 

financial considerations. Four or five years a~o, r~t~ des1~ 
shifted !rom a cost of service basis to a lifeline ~d conser
vation basis." Applicant asserts that .,the a.uthorized f::.ir 

rate of return on ecrui ty was never increased to allow for the 

change in rate design." 
~e staff has reeommende<! that return on equity for 

applicant be set in the range of 14.50% to 15.00%. In reaching 
this recommendation, staff witness eonsieered the co~rehensive 

array of factors usually considered by staff including, among 
others, applicant's past earninqs per~o=ance, its equity ratio, 
comparative earnings of water utilities, recently authorized 
rates of retu--n for Class A water utilities under ou: jurisdiction, 
interest coveraqe requirements, capital rcqt:ire:tents, and the 
effects of continued inflation and increases in ~ed cost of 
capi ta.l. Staff wi bess was guided ~ cadi tional standards 

espoused in the Bluefield and Hope decisions. With reference 
to the comparable risk standard in particular, sta£f wi tlless 
eonsidered water utilities to have less risk than other utilities 

for the followi:lq reasons: 
"1. Water utilities are not ~ capital 

intensive. Construction pro;racs 
are much smaller a.."'ld. are ~inaneed 
to a lar~e de;rec by aev~ees for 
eonst--uction a..~d. contribu~ions in 
~id. of const--uetion. 

"2. Water companies do not capitalize 
interest on construction projects. 
Construction work in progress is 
includ.ed in rate base ~hich results 
in a better quality 0: ea.~ings and 
better cash flow • 
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"3. Water utilities Ol.%'e allo\Oled offset 
increases in costs such as pu=ch~~cc 
water ~~d power by advice letter 
filings concurrently with such in
creases. Energy companiec, however, 
face a lag between the time fuel cost 
increases are experienced and o!f
setting rates are authorized. 

"4. Water com'Oanies a:e not faced · .... ith 
risks such as fuel costs, ~urcc of 
supply, nuclear generation, tech
nological changes, cO:lpc'tition, etc." 

Earlier in ~~is discussion of ~~e fair rate of rct~~ 
issue we adopted somewhat higher costs of new debt ~~d prefe:=ed 
stock than those projected ~y staff. A.~ upward pressure is, 

of course, exerted on the level of fair =etu~ for comcon e~ity 
as the cost of new debt capital increases. Conversely, some 
downward pressure, even though delayed, will ~entuate as 
ERXA is taken into account in future rate ~roceedings'on appli
c~~t's nucerous recaining districts. ER~A =c~~ires utilities to 
normalize t~~ depreciation and invest~ent tax credit on po=t-19CO 
plant additions for both ~ok and rate:laking purposes if the 
utilities are to quali:y for such t~ oene:its. 

upon careful consideration we ma%e the jud~ent that 
a 14.50% return on co~on equity is fair and reasonable for 
applicant and should be sufficient to improve significantly 
~cplicant's ability to obt~in essential debt :in~ncin9. The 
adopted capital ratios, cost facto:s, ~ncl the resultant rates 
of return and implicit after-tax interest coverages are tabulatec 
below • 
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• 
.. . Capital : Cost . Weiqhted .. .. .. .. · -' . Com'OOnent : Ratios : F~etors: Cost Totals · .. · 
Average Year 1982 

Lonq-Term. :Debt 44.00% 7.86% 3.~6% 
Bank Loans 2.00 17.00 .. 34 
Term Note 5.00 17.25 .. 86 
Preferred Stock 12.00 7.85 .94 
Common Stock Equity 37.00 14 .. 50 5.37 

Total 100.00% 10.97% 
2 .. 35x'" 

Average Year 1983 
44.00% Long-Term Debt 5.95% 3.94% 

Bank Loans 2.00 15.00 .30 
Term. Note 5.00 15.38 .. 77 
Preferred Stock 12.00 7.86 .94 
Common Stock Equity 37.00 14.50 5,37 

Total 100.00% 11 .. 32 
2 .. 26x'" 

• Average Year 1984 
44.00% 9.7l% 4.27% Long-Term Debt 

Bank Loans 2.00 l4.50 .29 
Term Note 5.00 15 .. 00 .75 
Preferred Stock 12.00 8.38 1_0l 
Common Stock Equity 37 .. 00 14.50 5·17 

j Total 100.00% 11 .. 69% 

2.20x· 

* Implicit after-tax interest coverage • 

• 
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Advice Letter 617-W 
We take o!£icial notice o~ Advice Letter 6l7-W7 filed 

January 20, 1981, oy w~ich applicant ~eq~ests authority ~~de~ 
General Creer 96-A to increase water rates to offset an under
collection or $136,~74 in the water s~p?ly cost bala~cing accou.~t. 
Applicant has given public notice of this re~uest ~or i~crease 
'by publish.ing in the local news;>aper on January 87 1982. No 
custo~er protests or correspondence has been received. Applicant 
proposes to amortize this amount over a l2-~~nth ~riod by a~ply
ing the increase on a unifo~ cents per Cc! over all metered 
sales for estimated year 19$2. The Revenue Reeuirerner.ts Division 
stafr has reviewe~ ~he workpapers submitted with the advice' 
letter and find 3?plicant·s recuest to offset the amounts in the 
balancing account to be reasor~ble. However, due to the 1~rge 
increase in ~his ~roceeding, the amor~iz~tion oi the o~1~ncin9 

account should be addressed in ~~e utility's next o:fset r~te request
Results or O~erations 

To evaluate the need for rate relief, wi~nesses for 
applicant an~ the Commission sta!! ~ve ar~lyzed and est:~~~ed 
for test years 1982 and 1983 a?plican~·s o~erating revenues 7 

operating expenses~ and rate case for this dis~rict. Staf!·s 
study of operati~g results (~~ibit 12) was cased. in ~a~, on 
later info~tion than that available in early 1981 when ap~lic~t 
~re?ared its study (Exhibit e). A?plieant aCce?ted sta!:·s 
estimates supplemente~ to reflect the c~ent rate effective 
Octooer 25, 1981 for purchased power ar.d then further supplemented 
them to reflect the effects of BETA. (Tne latter causes an increase 
in federal income tax expense for ratemaking purposes due to 
1 · . t . .:- .' '" 11 ..., hr '.. .r.... .:- . e ~m~na ~on o. ~ne.u ._ow-t o~gn vO ratepayers o. ~ene •• ts 

from accelerated depreciation and investment tax credit on 
utility plant. additions placed in service after Decemoer ;1. 1980.) 
At that point sta!f 'NaS still deferring addressing ERTA effects 
in this ?roceeding, awaiting our the~ fo~hcoming ~ecision in 
Order Institut~ng Investigation (OI:) 2~ (~.9)8~8 datec 
December 15, 1981). 
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Star! has now develo?ed for tAis district in!or2ation 
:::-enect.;.ng our ac.opt.io:l in D.93S48 of the conventional nor::mliza
t10n Itethod. for purposes of ap?lying ERTA. Applicant !las 
eY~mined. that information and aeee~ts staff'S calculations. 

In Table 1, which !ollo'WS, we have developed the 
adopted operating results for test years 1982 a:lc! 1983 from 
star! estimates modified to reflect t~e later rate for purchased 
power, as sh.own in ExAi'oit 9, and to re1"lect conventional 
normalization, as calculated by staff, for app1yi:lg ZR'I'A • 

II 
"'" 

-20-



A.60799 AL.1/EA Ihh /bw ~ 

1"able 1 

• SOtrrHERN CALIFORNIA ~tR. COMPA1'l''! 
Sant4 Mar1a ~1s:r1ct 

Es:imA~ed Resu1~s of 22~r~~iono 
Test: ~e4Z 1982 
(Page 1 of 2) 

: . PreGen~ R41:eIJ :Aut.bon.:«1 : . 
:Per St.M!: Oper4t:!.ng :.Effeet. of: : Ra:es : 
: R.epo~ . Expense : 1981 :Ad.opte<1 : Adop1:ec1 : . 

Item :(.Ex. 12) :Ad U8~ents: T~x AGt :P~su1ts : Result.s : 
\4) \l)) \c) \d \e) 

(J)01101.rs in 'l'hoQ.GArlds) / Operating Revenues $1~071.3 $ $ $1.071.3 $1,751.8 

Operat.1~ Expense!J 
O&M Expense. 

PurchAaec1 Power 407.4 171 .. 9 579.3 579.3 
Purchased Chemicals 2.0 2.0 2.0 
Payroll 152.4 152.4 152.4 / Uneo11ee't1b1es 4.8 4.8 7.8 
Other 122.1 122.1 122.1 ./ 'tot. O&K txp. 688.7 171 .. 9 ~.6 863 •• 6 

• A&G Expenses 
Payroll ll.S 11 . .$ 11~S 
Pensions & Benefits 38.2 38.2 38 .. 2 
Other J..&G. 21.9 21.9 21.9 

1'0 t.. J...6I; Exp. 71.6 7t.f> 71.6 
Cen4':ral Off. AllOCAtion 48.9 48.9 48 .. 9 / Subtot.41 ~09.Z 171.9 981_1 984.l 
Dopreei4t1on Expenae 127 .. 5 127.5 127.5 
Taxes O~er 'l'h.o.n !ne. $1.3 51.3 51.3 
Tot. Exp. (txc1. Inc. / TAX) 988.0 171.9 1,159.9 1,162.9 
Net Rev. Before Inc. 

Tax 83_3 \171.9) (88.6) 588 .. 9 
CCF'l' (18.7) (16.5) (35.2) 29.9 
FIT Before Il'C (89.4) (71 • .5) 29·7 (131.2) l50.5 
I'.tC (95.4) 95.4 
FIT Incl. IIC (l84.8) (71.5) 125.1 (131.2) l50.5 
Tot. 'rue. on Inc. (203 .. 5) (88 .. 0) 12~.1 (1:21.2) 180.4 

Tot:. Expense4 784.5 83.9 125·1 993·5 l,343.3 
Net Revenue. 286.8 (83.9) (125.::') 77.8 408.5 
Rat.e Bue 3,8l6.5 <92.3) 3,723 .. 7 ';J.7Z?;.7 

./ Rate of Return 7.511- <2.l9)1- (3.23 )7. Z.09't 10.97\ 

<.Red Figure) 

• 
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• SOOTHERN CAl.U-ORNIA WATER ca1PA.\"'.{ 
Santa MD.ri4 District 

E&~im4~ed Rcsules of O~cr4e1on5 
l'ese Year 1983 
'P~e 2 of 2) 

: Prcsene Raees :Auehon.zed : 

: :.Per Suf!: Op~r.;l.eir.g. :Effcet. of: : ~~e$ : . : Repon : Expense : 1981 :Adopted : Ad.optcc1 : . 
: Item : (Ex. 12) :Ad. ustmen~s: T.3.X Ae~ :Resules : Results : 

(a (1) (c) d <.e 

tDol1ars in Thousands) 
/ Operat1ug Revenue5 $1,115.9 $ $ $1,115.9 Sl,896.8 

Operatitl.& Expenses 
O&M Expeneeo 

6OZ~1 Purehased PO'fte'r 422.9 179 ... 2 602 ... 1 
Puxch4aecl Chem1c41s 2.2 2 ... 2 2.2 
Payroll 168.4 168.4 168.4 ./'" 
Uneo11cetib1es 5.0 5.0 8.5 
Other 138.3 138 .. 3 138 .. 3 

V Tot. O&M Exp. 736.8 179.2 916.0 919 .. 6 

• 
J.h.C Expenses 

Pay:toll 12.7 12.7 12.7 
Pensions & ~enefito 42.1 42 ... 1 42.1 
Other A&G 23.4 23.4 23.4 

Tot. AU; Exp. 78.2 i~.2 78.2 
Gener&l. Off. Al1oeat.ion 52.8 52.8 52.8 ./ S'JbtotDl. S6J .. S il9.2 1,047.0 1,C5C ... 5 

Depreciation txpet13e 143.6 143.6 143.6 
Taxes Other 'l'h4n Inc:. 60.6 60.6 60.6 
Tot. Exp. CExe1. Inc .. 
Tax) 1,072.0 179.2 1,251.2 1.254. 7 

Net Rev. Before· Ine. 
Tax 43.6 (179.2) (135.3) 642.1 

ccn ~26.1) <'17.2) (4;.3) 31.3 
rn Before Il'C (122 .. 1) (74.5) 38.2 (158.~) 164.9 
I'l'C <'92.3) 92.3 
FIT Inel. lIC <'214.4) <74.5) 130.5 (1;0.4) l64.9 
Tot. Taxes on Inc.. (240.5) (91.7) l~.~ (2::lJ 22 ' °5...1. 

'tot. Expense8 831.$ 87.$ 1:;0.5 1.049.5 l,4S0 .9 
Net. Revenues 284.4 (87.5) {l:;O.5' 66 .. 4 445.9 
14~e B,ase 4,197.3 (257.9) 3.939 .. 4 }.939.4 / Rat.e of Return 6.781- {2.09)l. (;.00 )"%. l.6~ 11.32% 

• (Red ligure) 
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Authorized Revenue Increases 
By comparing the entries for opera~ing revenues in Table 1, 

it ean be seen that (1) the ra~eS for test yea: 1982 would yield 
addition~l gross reven~es of S680,500 whieh represent ~ 63.5% 
inerease over revenues ~t present rates and (2) ~he ra~es to be 
authorized for test year 1983 yield additional gross revenues of 
$72,100 which represent a 4.0% increase over revenues at rates 
authorized in 1982. In addition, a third see of rates will be . 
a~thorized to allow for attrition in rate of ret~rn after test year 
1983. This is in keeping with our intention that the districts 
of Class A water utilities will not file a general rate increase 
application more often than once in three years. 

We have recen~ly ~dopted a general policy guid¢line for 
larger w~ter utilities, of a~thorizing no rate increase greater than 
50% during any single year to mitigate the effect of large increases 
to customers without this guideline, we would authorize rates as' 

J 

set forth above for 1982 and 1983. By holding the first year increase 
to 50% we will be granting SoCal a revenue increase of $535,700 in 
1982. The adjusted difference in revenue between inere~ses of 50% 
and 63.5%, plus interest at the adopted rate of return for 1982, 
we will add in equal ~ortions to the new revenues we are granting 
SoC~l for 1983 and 1984. This will ens~re that the total amount of 
new revenue granted over the three-year period 1982-1984 will not be 
diminished. The calculations showing these adjustments are set 
forth in Appendix E. 

SoCal had sought in its application revenue increases 
through 1982 of S443,000 and Sl07,200 for 1983. SOCal did not 
teehnically file an amended application to r~quest additional 
revenues due to the effeets of ERTA. While we cannot authorize 
more in revenues than requested, in this case we believe an exception 
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iz warranted. We ~re required by fede'~l l~w to ~ct r~tcz recognizi n9 
tax expenses imposed by ERTA or hav~ SoCal run the risk of losin9 
its eligibility for acceler~ted depr~ciation. Thiz ap?lication was 
filed before passage of ERTA ~nd so did ~ot include its effects. 
When the effects became known, SoCal f~rnizhed notice to its rate
payers and produced witnesses and testi~ony in support of the 
increased a~ount. SoCal should also have a~ended its application 
to reflect the increased revenue recuire~ent b~t it did not. It 

~ . 
would be administratively cumberzo~e to require it to do zo now. 
However, since notice has been provided to customers (and SoCal haz 
supported the additional request) we will authorize it without 
requiring amendment of the application. 

The attrition to be ~llowed for af~cr 1983 has an operational 
component and a financial component. Its operational component is 
0.56% as indicated by the 1982 rate of return of 10.97% declinin~ I to lO.41~ for 1983 at the rates authorizee for 1982. Its financial 
component is t~e adopted estim~te of :inanci~l ate:ition in rate of 
return between years ~983 and 198~ of O.37~ (i.e. the difference ) 
between the rates of return 0: 11.69% and 11.32~ for years 1984 
and 1983, respectively) • 
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To offset the 0.93% co~bined fin~~cial-opcrational 

attrition rate, we may ~uthorize a step increase for 1984 o! 
up to 572,100. Applicant will be required to file ~~ aavice letter 
with supporting worKpa~ers on or after ~ove~er'lS, 1983 to 

justify such an increase. Fixing rates.in this way results in 
a better ~~tching of the consumers' interests than settinq a 
high initial rate which would yield the adopted rate of return 
for a three-year averaqe. The required supplemental filings 
will permit review of achieved rates of return eefore the 

final step incre~se is granted. 
Rate De~i~ 

In Exhibit 12 staff m~de the following observations 

and reco~~endations on rate design: 
"13.5 The current rate st.~cture is a 

~inim~ rate type up to 800 cubic 
feet per ~onth usage. ~he utility 
proposes to change to ~ service 
charge rate structure. 

"13.6 The utility proposes that service 
charges provide 30% of the revenues 
and quantity charges provide 70% 
of the revenues froe the metered 
service. Because of the high cost 
of obtaining w~ter for sale, (39%) 
the staff feels th~t current ratio 
of the revenue froe the service 
charges and the quantity charges 
is reasonable. ~he=efo=e, the 
staff recomcenes that the proposed 
rate structure be adopted and the 
additional increases in revenue 
requirements in 1983 a~d 198~ be 
spread on the s~~e percen~a~e basis 
between the se:vice ch~rges and the 
quantity charge~ • 

. 
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"13.6 The utility proposed ine=~ases in 
service charge for the meter size 
should be adopted. 

"13.7 The utility proposed quantity rates 
have two bloc~s, with the first block 
o! 300 cubic :feet for the lifeline 
allowance and the next block of· over 
300 c~1c feet. The staff feels no 
special third rate ~lock is necessary 
because the rate for the second block 
is not high enough to force t.."'le large 
users to look for alternative sources 
of water supply. The staff recommends 
the proposed -ewe-block quantity rate 
structure ~ adopted. 

"13.8 The accu:ulatcd increases in revenue 
since January 1, 1976, have exceeded 
25%. According to Commission policy, 
any increase in revenue authorized in 
this proceedinq ca."'l. be applied to 
lifeline rates. Therefore, the percent 
increase in lifeline rate be the same 
as the total revenue increase for 
this district. 

"13.9 The utility also proposes to eliminate 
the publiC fire hydrant device charqes 
(Schedule No. SM-S) _ The staff reeom
~ends that the proposal be adopted." 

Applicant's proposal ~o eli~inate i~s Public Fire H7drant 
Service Schedule SM-5 is consistent-with PU Code Section 2713 
and Co~ission Resolu~io~ L-21; dated December 18. 1979. Star! 
notes that :any of the ~~ter utilities have entered into a 
uniform !ire hydrant service agreement ·~th their respective 
fire protection agenCies in accordance with Resolution 1-213. 
Since submiSSion, SoCal has ::ade a:' advice letter i'il:.ng regarding 
uniform !ire hydrant service agreement; bu'e, to our k:l.owlec.ge" 
has not yet entered into an agreement for its Santa Yaria District. 
Whe~ such an agreement is entered into, cancellation o~ Schedule 
SM-5 will be appropriate • 
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At the ~eari~; it was made clear staff did no~ 1n~end 
the ~or~goi~g r~eommendation$ to 3??ly to the S17l,90Q ~evenue 
requi~e~ent att~io~table to a recent increase in electric rates 
(Table 1, page 1, col~~ b). It is staff's position that 
r~covery of this increase in the cost of purchase~ ?Ower should 
be entire:y through quantity rates since i~ is a variaole cost 
linked to ·~ter sold. Applicant disagreed and urged that the 
rate design for the total revenue re~uirement !roc general metered 
service be based on the ;0/70 mix (i.e., service charges ?rovid1ng 
JO~ of the revenue and quantity charges ~roviding the other 7~). 
The b~sis for a~plicant·s position is tha~ in excess of 60~ of the 
cOSts comprising its total cost of service is fixed. Both 
positions have m~rit. 

:~ our disc~ssion of this issue in D.9;687 dated 
Nove~ber 3, 1981 in A.60~98 of Park Water Company, we said: 

"Currently, the trend !~ ~ater utility rate 
desiqn, due to the combinee e~:ect of rate 
..a' ,.., ~ d.e.e ~ 
~es~gn po.~c~es In qenera~ ~~ o •• sew 
proceedings, is ~o recover a declining 
proportion 0: the revenue re~ircment in 
service charees over time. As the dis
parity between fixed costs and revenues 
from :ixed charges incre~ses, so does 
ear~ings volatility <the t~nde~cy to over
or undershoot the authori:ed r~te 0: return) 
increase, as well as un:ai~c~s (as large 
users pay fixed costs that they did not 
necessarily c~use the utility to incur). 

"In view 0: the 'evidence presented in this 
case, it would be proper to send the tre~d 
in rate design in a different direction, 
but not to the extent reco~~ended =y Park. • •• ft 

In this proceeding neither ~pplicant nor sta!f 
considered th~ e!~ect on rate design o! the additional revenue 
requirement imposed by ERTA. Because the adeee require~ent 
a~proximates S236.100 t~e dispa:ity between fixed costs.and 
revenues ~rom £ixeci charges will increase even under the 30/70 ~. 
ln light of tAis situation we !avo~ a??lica~t·s pOsition and 
will use the ;0/70 cix for the entire 19$2 reven~e requirement 
from general ~etered service. 

-26-



A. 60799 ALJ/hh /bw w 

~ In all Qtner re~pec~s starr·z rate desi~ reco:mendation= 

~ 

• 

~l oe ~dopted_ 
F1."'ldings or Fact 

1. Upon completion or its improvement program. ap~lican~ 
will have placed in effect the necessarl measures to avoid the 
service and water quality problems experienced las~ s~er. 
Applicant's conservation and PUC? efficiency programs are 
sat.is£ac:tory. 

2. The adopted estimates in Table I of ope~at~~g revenues. 
operating exyenses, and rate base for th~ ~e$t ,ears 1982 a~d 
1983, together with an annual !ixed rate of decline in rate of 
return of 0.93% tor 1ge~ due to operational attrition. reasonably 
indicate the results o! a~plicantfs future operations. 

3. The adopted estimates in Taole 1 or the im?Act of ERkA 
on net revenues and rate base pro~erly reflect the consequences 
or EaTA and our decision L~ OI! 24. 

~~ The compilation or adopted quantities and the adopted 
tax calculation are contained in Appendix C to this decision. 

S.a. Rates of return or lO.97~, 11.32~, and 11.6~, 
respectively, on app1ic3nt's ra~e base for 1902, 1983, anc 
1984 are reasonable. The related r~turn on CO~8.on equity is 
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. , 

a constant 14.50~. This requires an increase of S680,500, or 62.5%, 
in annual revenues for 1982: 3 further inere~ze of $72,100, or 4.0%, 
for 1983; and a further increase of $75,400, or 4.0%, for 1984. 

o. Limitation of increaseS in anyone year to 50% will 
mitigate the effect of large increases on customers and will result 
in increases for 1982 of S525,700, for 1983 of $289,000, and for 
1984 of S141,400. 

c. Total new revenues grantee to SoC~l curing the period 
1982-l984 should not be diminished by deferring that portion in 
excess of 50%. Interest on the deferred portion at the adopted 
rate of return will ensure that SoCal receives the full economic 
value of the rate increase we authorize today. 

d. Spreading the deferred amount over two years, 1982 and 
1984, for recovery will result in measured gradual increases Over 
the rate life of this decision. 

6·. Applicant's proposal to eliminate the Public Fire Hydrant 
Service Schedule SM-S is consistent with PU Code Section 2712. 
The revenues authorized uncler the provisions of Commission 
Resolution t-213, incorporate the present puolic fire protection 
surcharges offsetting loss of fire hydrant revenues. No refund 
is necessary. 

7. The adopted rate design is re~son~ble • 
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8. The increases in rates and charges au~horized oy 
this decision are justi:ied, and are just ar.~ reasonable. 

9. The further increases authorized in Appencix B should 
be appropriat.ely ::lodi!·ied in the event. the rate o! r~'turn on 
rate base, adjusted t.o re!lect the ra~es then in e!!ect and 
no~l rat.emaking adjustments !or the 1? months ended September ;0, 
1982 ~nd/or September 30, 198;, exceeds the lower of (a) the 
rate of retu.-n found reasonable by the Co~~ission !or applicant 
during the corresponding period in the ~OSt ~ecent rate deCision 
or (b) 10.97% !or 1982 and 11.32% !or 1983. 
Conclusions o't taw 

1. The application should be granted ta the extent provided 
by the following order; the adopted rates are just, reasonable, 
an~ nondiscri=ina~ory. 

2. Because of the i~ediate need for ~dditional revenue, 
the order which follows should be effective tOday. 

o R D :: R ... - - --
IT IS ORDERED tha t : 

1. Applicant Southern California Water Co~?dr.y is 
authorized to !ile !cr i~s Santa ~~ria District, e!!cctive 'COGaY, 
the revised rate schedules in Appendix A. Tee filing shall co:ply 
with General Order 96-A. The ef!ec~ive date of the revised 
schedules shall be the da~e o~ ~iling. The revised schedules 
shall apply only to service render~d o~ ane after ~heir e!:ec~ive 
date. 

2. On or af~er Nove:oer 15, 1982, applicant is au~horized 
to file an advice le~~e~, with appro~riate workp3pers, reques~ing 
the s~ep rate increases !or 1983 a~~achec ~c this order as 
Appendix 3, or to file a lesser increase w~ich inclu~~s a uni!or.z 
cents per 10e cubic feet of ·~ter ad;ust~en~ fro~ A?~endix B 
~~ the event that the Santa ~~ria District rate of r~tu.-n on 
rate base, adjusted to reflect the rates then i~ e!!ect and 
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nortla:" rat,emaking a.dj~st,:r.ent,s :0:- the 12 ::or.t.::.s ending 
Se~te~oer 30, 1982, ~xceeds t~e lower 0: (a) the rat.e o! ret.urn . 
found reasonable oy tho Co:.mission :or ~??licant. during t.he 

~. _. ~ ~ .~ .~e~ -os· _PCb~. -~-e ~bC~~~O~ 0-corres?On .... :l.ng ?e .... 0100 _:l .... ~~ ...... ..... ~. ~ "' •• ..., • Q'" .... '" _v .. d, .. 
(b) 10.97%. Tr-.is :i:"ir.g zhal~ cot::?ly ..... it,!'l Cer..e:-al Ore.~r 96-A. 
The reqiJ~s:.ec! st.e? :-ate::; z:":f!.l be rr.vie· .... cd. 01 t.he s'Cat: 'CO 

~ - . t~e'- co~r~--~.y w{~h -~·s ~-~~- ~nd ~~~~~ ~o ~~-~ '.Ie .... erml::.e ....... _._ ""' ....... ..., ... '" ~..... '-'fiJI ~\;,..~. .:J.If,Q..~" .... ..rw 

S .. ~r#" s~"'l'l ':"'''0- -n' I:> CO ....... .;ss.;o~ ...,Q.... ...0" ...... .... ... - ...... - ..... 
step rateS are not. i~· accorc wit.h t.hi~ decision, and the 
Co:=issior.. ~y t.hen ~odi;y t.ne incro~s~. ~~e e:fec'Cive ~a.t.e of 
t.he revised. schedule shall be no ear:icr t.~~n Januar/ 1, :"98;, 
or ;0 days after tne !ilit.g 0: th~ $~e? ra~e wh~cneve~ is later. 
The revised sched~lec $~a:l apply only ~o se~vice rendered on 

;. On or after Nov~mber l5, 1983, a??l~cant i$ su~b¢rized 
to file a~ advice letter, wi~h appropriate workps?ers, reques~1ng 
the ste~ r~te incre8ses for 1984 attached to this oreer as . 
Appendix B, or t¢ ~ile a lesser increa~e which includes a uni!orm 
cents per 100 cubic feet of ·~t.er ~cju~~mcnt :roe Appendix 3 in 

/ 

the event that the Sa:".~a Y~ria District rate 0; returr:. on rate 
case, adjusted to reflec~ the ratcc t.hen in effect and ~~roal 
rate~king adjustm~nts for th~ 12 ~onths ending Septe:oer ;0, 1983, 
exceeds the lower of (a) the r~te of return foune reasor~ble by 

the Co~iss~on for 3??licant curing ~he co~esponding ~riod in ~ 
the then most recent :-ate eecis~o~ or (~) :l.32S. This !iling 
shall comply with General Oreer 96-A. Tne requ~sted step rates 
shall be reviewed by the s'ta~; t.o c~tc~ine their con~ormity 
with this order and shall go into e££~ct upon the staff's 
determination 0; ccn:or~ity. But the sta£! sh41! inform the 
Cocrnission i! it fincz th~~ t~e ?ro?Ose~ ste? rates a~e no~ in 

accord "H.ith th~s eecisipn, anc the Co:.mission ~al ~hen =od!!y 

-29-
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~ ~he increase. TAe effective date o~ the ~evi$ed schecules shall 
be no earlier than January 1, 1984, or 30 days after the !iling o! 
the ste? ra~es, whichever is later. The revised schedules shall 
apply only to service rendered on and a£ter their e££ective aate. 

This order is e!!ective ~day. 
Dated MeR 16 @ • at San Francisco, California • 

• 
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TERRITORY 

AP.P:mIX A 
?l.3.ge 1 

Southern ~t'or:lia. Wtl.t"!r Co~:,~ 
S&n~ YAria District 

Schedule No. ~-l 

Ci~'ERA.t METERED SERVICE 

W1thin the e::'bl"olishec. SIl.!lU!. Ma...-ia Distr-et, San Luis Obispo COU%'J.ty 
and Sa.:c.ta. :as.r'b8.%':l. County .. 

Service ~....:l.rge: 

For 5/8 x 3!4-1nch =eter ...................... . 
For 3/4-inch ce~r ............................ . 
For l-inch ~eter •••••••••••••••••••• 
F ,. 
or .1-i~ch meter •••••••••••••••••••• 

For 2-inch ce~er •••••••••••••••••••• 
For 
For 
For 
For 

3-1::'Q meter 
4"ineh meter 
6-i!lch meter 
a-inch meter 

.................... 

.................... 

.................... 

..••••.........•••.. 

For the first 300 eu.~., per 100 cu.~ .......... 
For tl.ll over 3CO cu.~., per 100 c~.~ ••••• 

Per Meter 
Per tJ'.onth 

$ 5.00 
9 .. 00 

ll.OO 
15 .. 00 
20.00 
3l.00 
50.00 
89 .. 00 

125.00 

.306 

.480 

~e Servic~ ChArge is tl. rea~ne~: .. to-::erve chtl.%'ge 
• .... h:i.ch 1: o.pplic:J.:ole to 0.11 ceterec. :err...c~ a.n~ to 
"..rbich is to be ad.d.ed. the cont1:1y c."lo:ge COClpt:ted. 
:lot the O.'U:lAtity PAteS .. 

(I) 

t 

I 
(I) [ 
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APPENDIX A 
P~e 2 

SOot:s:EPJl CAJ.:rF(JR!('!A WATER COMPANY 

Se~d'1lle No. SK-.5 

Santa Ms.r1a District 

Ap,pl1cable to &ll t1....-e b;yr!ra:at service t'tcI:'n1ebed to ma:a1e1l>8J,1't1es; 
orga.n1zed tire districts a:cd other pol1t1cal s'Qbd1T-51ons ot the State • 

RATE -
Per Month 

Far each b;yr!ra:at •••••••••••••••••••••••••••• JO Charge 

(End or A~ A) 
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Ea.cl:. ot the tollowing 1l'lcreues in %"a:tes ms.y be pu:t into etteet on tlle 
1n4iea.ted. dAte 'r.r.! t~ .& rate sehed.ule .... bicll a.d.d.s the a.ppropr...ate 1llc:reue 
to the rate w.b:1ch would. otheM3e be in e!!eet on tl:Je.t dAte. 

Service Charges 

For S /8 x 3!4-incb. meter ............ H ............. .. 

For 3/4-1c.ch meter .................. .. 
For l-~eh meter ••••••••••••••••••• 
For It-1neh meter ••••••••••••••••••• 
For 2-1c.chmeter ••••••••••••••••••• 
For 3-~eb =eter ••••••••••••••••••• 
For 4-inCh meter ••••••••••••••••••• 
For 6-inch meter ••••••••••••••••••• 
FOr 8-inch meter •••••••••••••• ~ •••• 

Q:l.lanti ty Ra:te:s: 

'tor the tirst 300 cu.~ .. , per 100 eu.tt. 
'lor all over 300 eu.ft .. , per 100 eu.tt. 

... ... 

$ 0.80 
1.60 
2.00 
l.OO 
4 .. 00 
8.00 

12.20 
2l.00 
30.00 

0.097 
0.080 

$ 0.40 
0.40 
1.00 
l.OO 
1.00 
2.00 
3.00 
5.00 
7 .. 00 

0.044 
0.040 
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APPD.'DIX C 
Page 1 

ADOP'l'S'D QUA.mTIES 

. Cempsn;r: So-a:thorn Cali!ornia Water Co .. 
D1~r1et: SantaMariaD1strlet 

l .. 

2 .. 

-:3. 

VI Ilter Prodnet1on: 
Wells: 

~ha3ed P9We~:(0 .. 0255S kwh/ct .. ) 
Eleetnc Cost: 

Kwh: 
$ per Kwh: 

Q:a.mtity Cost: 
Fixed Coet.: 

l'ot61 Eloetric Cost: 

So.. Cal.. Ga.5 Co .. 
The1"m8: 

$ per tbc:m: 
Quantity Cost: 

Sen1co Charge: 
Total Ga.:s Co8t: 

Total Power Co~: 

Ad V&l~ Taxes: 
Tax Rate: 

PGE Rat.e 
Ba=1c 
BeAe 
AER 
Solar Fi:l .. 
Enel"gj Comm. C .. 

$/kwh 
$ 0 .. 01951 

0 .. 0;406 
0 .. 00257 
0 .. 00002 
0.00020 
0.07()% 

~ 

2,.711.2 
2,.71l.2 

Suppl1er: 
6,984,583 

$ 0 .. 076360 
$ 533,300 
$ 43,700 
$ 577,000 

6,.082 
$ 0 .. 35060 
$ 2,.l32 
$ 60 
$ 2,200 

$ 579,.200 

$ 

"D.oxte 
l0-25-1981 
10-25-1981 
10-25-1981 
10-25-1981 
9- 1-1981 

;39,400 
4.39% 

~ 

2,828..4 
2,828..4 

PGE Date: 10-25-19Sl 
7,2S4,3Z7 

$ 0.076'360 
$ 5;6,200 
$ 43,700 
$ 599',900 

Dc.o: 9-l-19Sl 

$ 
6,082 

0 .. 3$060 
$ 2,132-
$ 60 
$ 2,200 

$ 602,lOO 

$ 47,400 
4 .. 39% 
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ADO~D OUA.~TITIES 

.. , I.. Number or Sem.ee:5-Meter Size: 
5/8 x '3/.4 

'3/4 
1 1, 
2 
:3 
4 
b 
8 

Metered Water SJll.e~: 

lQ~ 

7/JS'l 
'342 

21 
65 
10 

:3 
.4 
1 

7,.533 

~ 

lQg'3 

7,'370 
352 

22 
70 
II 

:3 
4 
1 

~ 5. 
R.-lnge Cet U~apo.,-Cct 

0-:; 260,200 271,400 
Ov~ :3 2.171.400 212~lltoo 

Total 2,.4Jl,600 2,5 ,800 

6 • Number or Serviee~: No .. or Serv1ee~ UM~e-KCer 
19~ ~ lq82 

~ ~ 

Commoreial 7,521 7,820 2,287,0 2,377.9 
Publie Authority 9 10 128 .. 0 ll...2 .. '3 
Other ~ ~ 16.6 16,6 

~ubtotal 7,5:3J 7,~:3 ?,J.31,6 2,530 .. 8 
Pr1 vate Fire Prot .. L. ?t. 

Total 7,.5;7 7,?:37 
Water Lon: lO .. :;% 27Q,6 291,6 

Total Water Produced 2,7U .. 2 2,828 .. 4 

• 

Av~.u~ge-CerL~ .. 
19?2 ~ 

304 .. 1 304 .. 1 
14,225 .. 4 14,.2'-5..1.. 
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A.?PENDIX C 
Page :3 

• INCOr-1Z TA:!.. CA!.CU'LATION 

1~$2 ~ t Thousand3 0: Dolla:r3 / 
Operat.1ng Revenu.e~ $ 1,751.8 $ 1,895.8 

0&M~3: 
Pt1rch~d Power 579.2 602.1 
Payroll 163.9 181.1 
Other 1& .. 3 206.0 
Uncollectible @ 0.4464 7.9 8'.6 

Pa:y:roll 'raxe~ ll .. 9 13.2 
Ad Valore:n Taxe~ 39.4 47.4 
Gen .. O!!ice Alloe .. JJ3:9 52.8' 
Int.ere~ 173,0 206.~ 

Total D~uet1on~ 1,208 .. 5 1,;1-7.5 

State T~ Depreciation 232.3 252 .. 7 
Net Taxal:>le Income 311.1 326.7 
State Corp .. Franch. Tax 29.9 31.3 

Fedoral Tax Depreciation 184.8 188.1 ./ State Income T::tII: 29.9 3l.3 • Pre!.. Stoek Di v. Credit 0 .. ; 0.3 
Net Taxable Income 328.5 359.7 I Fed. Income Tax @ 46% 151.1 l65.5 

to": Orad. T:« A.dj .. 0 .. 6 0.6 / Total Federal Income Tax 150 .. 5 164.9 

Net to Oro" Multiplier: 2 .. 05769 
Book Depreci~...ion: $ 127,500 (1982); S l43,600 (1983). 

• (End o! Appendix C) 
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A?PE~DIX 0 

Bill Insert for SoCal Customers 
(Santa ~~ria District) 

Of the $525,790 annual rate in9rease recently 
granted to SoCa1 for its Santa Maria District 
by the Public Utilities Commission, $236,100 

was attributable to President Reagan's Economic 
Recovery Tax Act of 1981, which req~ires the 

Public Utilities Commission to charge r3tepayerz 
for the expense of taxes which are not now being 
?~id to the Federal Government ~nd which may never 
be paid. This expense may increase in the future. 

(E~O OF APPE~DIX D) 
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Aao"'~d. Ad .juctmertt.t; n~str1'but ~on .. ,l982 
(DoUers 1n 'l'house.e.ds) 

Pre8ent. Ra'tee $1,O1l.3 

AA.opte<! Rates l,751.8 (144 .8) 

I:ocrea.se 680 .. 5 (63,,5~) 

l2?1 
1982 Authorized RateG 1,824.7 

Adopted. Rates 1,896·8 66.1!Y 

Incree.Ge 72.1 

1984 Attrition Allovanee 

Adopted 75.4 66.0 

~:erre~ ~ount $680 .. 5 • $535.7 • $144.8 

For 9.5 months (12;) • $114.6 

I:ctere :r:, 

1982 $ll4 .. 6 x lO.97~ x 16~5 mo .• $17.5 
::10. 

Total ~01.mt Det'er::ed 

l14.6 + 17.5 • 132 .. 1 

!I $66 .. 1 in 1983. 

EI ~ .. o 1:l 1984 .. 

(::.mJ OF APPEWIX Z) 

$l,071.3 

1,607.0 

535 .. 7 (5~) 

1,673 .. 9 

1,962 .. 9 

289 .. 0 

::'41.4 


