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OPINION -- .... -~--
By this ~??lica tion Southern C.J 1iforni.1 Water Company 

(SoCa1) requests ~uthority to increase r~tcs for water service in 
its Big Be~r District by $584,400. or ~6.7i. in 1981 over its present 
rates, by $227,100, or 11.9% in 1982, by $189,500, or 8.6% in 1983. 
and by $138,500, or 5.8% in 1984. SoCa1 esti~tes that the proposed 
rates will produce a reCurn on r~tc base or 11.S4% in 1981, 11.84% 
in 1982, ~nd 12.11% in 1983. Th~s~ returns on rate b~se ~re b~sed 
on its request for a const~nt return on co~~on equity Ot 16.0% for 
years 1981-1983. SoCa1's revenue requirement tor 1984 is based on 
attrition in r~te 0: return between :982 and 1983 at present rates. 
Its estimate of operational attrition is 0.65%, and for financial 

attrition it is 0.27%. 
The foregoing proposed increases exclude the effects of 

the Economic Recovery Tax Act of 1981 (ER'IA). However, in this 
connection applicant supplemented the information on this Application 
provided in the notice of hear1n~ mailed on October 30, 1981 eo 1~s 
customers a8 follows: 

HNorE The increase in ra~es re~uested are further 
---- increased by a total of 19.37. in 1982 and 19.07-

in 1983 to reflect 'The Economic Recovery Tax 
Act of 1981' Signed into law on August 13, 1981." 

Th~ last general rate proceeding for SoCa1's Big Bear 
Dis~rict WAS based on cest year 1977 where rates of return of 8.01-
on rate base and 10.341. on common equity were found reasonable.!/ 

11 Decision (D.) 87708. dated August 16. 1977 in Application (A_> 56339_ 
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SoCal's present rates in the Big Bear District became effective 
April 18, 1980 under the provisions of Resolution W-2628 (Advice 

Letter 568-W). 
public he~rings in this proceeding were held on a 

consolidated record with A.60736 and 60737 before Administrative 
L~w Juogc (ALJ) John Lemke in Los Angeles November 16 throu9h 19. 
Public witness testimony w~s t~kcn on November 10 before the 
ALJ ~t Big Be~r L~kc. This public witness he~ring w~s 

conducted for the purpose of receiving comments fr~ customers 
in the district concerning water service and rates. 25 customers 
testified at this proceeding. All complained that the service is 
poor and/or the rates are excessive. John Linder, chief 
of the Big Bear Lake Fire Department, stated that a number of fire 
hydrants in the district were bad or inoperative; that in his 
opinion there was danger of a conflagration in this heavily 
forested mouneain area. In all, approximately 100 people attended 
the public witness hearing. 

An informal public meeting on the application was held 
at Big Bear Lake September 14, 1981. This meeting was conducted 
by Sung Han for the Commission staff (staff) ~nd with SoCal 
officials to explain the rate increase application. Approximately 
110 people attended this meeting. A number of residents from the 
district's Sugarloaf area c~plained about waeer ou~ges during 
winter, leaking mains, lack of fire protection in the area, wa~er 
lost through bleeders, and the lack of SoCal's response to 
compl~ints. There were a number of complaints about low wa~er 
pressure, dirty water, and main leaks throughout the Big Bear 
service area.. Williatn Caveney, presidene of SoCal and. 

Roscoe Anthony, vice president - operations, speaking 
for SoC~l acknowled~ed that problems exist within the d~5tr~ct. They 

~xvl~incd that SoCDl spends about S140,000 to $160,000 annu~lly 
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to replace approximately 8,000 feet (ft.) of main, and that total 
length of main within the district is about 800,000 ft., 
approximately 490,000 ft. of which is under 4 inches in diameter 
and conSidered undersized. If all undersized mains were to be 
replaced, it would cost about $24 millio~, resulting in water 
bills for each customer in excess of $100 per month. It was also 
stated that SoCal is planning to build a water storage tank to 
help meet fire-flow requirements in the Big Bear Lake area. '!hey 
also explained that bleeding of the ~ins in the Sugarloaf area, 
resulting in runoff problems, is necessary to prevent the water in 
the mains from freezing because the pipes were buried too close to 
the surface when originally insealled by previous owners. 

The public meeting, the public witness he~rin9r 
and the evidentiary hearings were all noticed by SoCal to each 
customer in the district in accordance with the Commission's Rules 
of Practice and Procedure. 
General Information 

SoCal currently owns and operates water systems in 19 
separate operating districts within california. Its main office 
is locsted in Los Angeles. There, its administrative, engineering, 
general accounting, customer billing, data, rate and valuation, 
purchasing, and personnel functions are conducted.. SoCal maintains 
a construetion department in Hawthorne. 

As of December 31, 1980 Socal had an investment in utility 
plant of $147,467,000, served 216,389 water customers, employed 380 
persons, and had gross operating revenues for 1980 of $36,527,000. 
It has 1,987,636 shares of cocmon stock outstanding. Ownership is 
shared by more than 5,000 individuals and institutional shareholders. 
SoCal has 200,400 shares of preferred stock outstanding, all of which 
is held by institutional investors. Table 1 depicts the percentages 
used by SoCal to allocate common costs to its 19 operating districts, 
based on its 1980 operations • 
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Big Bear Service District 
!he Big Be~r District history begins with the approval 

of a franchise issued to the Bear Valley Utility Company in 1924. 
The ?resent district is the result of customer growth and the 
acquisition of several water companies through the years. This 
district is part of SoCD1's Eastern Division. District headquarters 
is located in Big Bear Lake. This office handles matters relating 
to service, collections, and inquiries, and serves as field 
headquarters for operations and construction work and for ware-
housing of materials and supplies. 

SoCal's Big Bear District serves five separate areas. 
These are Big Bear Lake, F4wnskin, Lake Williams, Rimforest, and 
Sugarloaf. Elevation at Big Bear Lake is approximately 6,750 ft. 
There is very little industrial development within the district, 
the business enterprises being mainly those associated with a 
resort area. As of December 31, 1980 there were 10,125 customers 
in the district. Of these, 99.51. are residential and business 

customers. 
The water supply for the Big Bear Lake area is obtained 

from four wells at the Lake Plant, six at the Division Plant, ewo 
at the Lassen Plant, one at the Sand Canyon Plant, ~nd three springs 
and 13 slant wells in the MOonridge ares. 

!be Fawnskin water supply is obtained from three wells 
at the Northshore Plant, three slant wells, and a spring. In 
Lake Williams water is obtained from three wells, one each at the 
Onyx, Montevista, and Skyview Plants. Water supply facilities in 
the Rimforest area include three wells and a connection to the 
Crestline-Lake Arrowhead Water Agency. In the S~garloaf area, 
water is obtained from seven wells. Storage facilities located 
in the district total 2,936,500 gallons. 

-5-
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Service ~nd Conserv~tion 
At the public meeting ~nd the public witness hc~ring, 

.:lZ mentioned i)bovc, there were m.:tny compl.:Jintz from customers 
concerning the low pressure within ccrt.:tin .:treaz of the 
district. and lack of adequate fire protection. In addition, many 
customers compl~ined about the high :~vel of SoCal's rates when 
compared with those of customers who are served by a nearby mutual 
district. Caveney explained that the lower rates paid by the 
customers of this mutual district are because the district pays 
neither fcccr.:tl nor zt.:tte income taxes snd has no need to earn a 

profit on its utility plant. 
Staff Exhibit 28 § 12.6 states 8S follows: 

"Numerous leaks along with utility's massive bleeder 
program to prevent freeze-ups during cold weather 
has resulted in estimates for unaccounted water in 
the range of 32 to 41% per year of total w~ter 
supply. Typically, it has been staff's knowledge 
that unaccounted for water, for most water 
utilities, is in the range of 10-15%. Ibe 
utility's percentage is unacceptable, especially 
in light of the Commission's recent concerns about 
water conservation." 
Nevertheless, the company does maintain a public information 

program for customer water conservation. Richard Gruszka, SoCal's 
vice president of revenue requiremen~s enumerated ~he following 
fea~ures of ~his program: 

"1. Quarterly mnilings urging customers to conserve, 
and describing how to achieve water savings. 

"2. M.:liling of brochures describing landscaping 
conservation techniques. 

"3. Numerous talks to various groups concerning 
faucets, toilet tankS, hose connections, 
sprinklers, and soaking of lawns. 

"4. A continl.1ing program. of newspaper aovereisemenes, 
urging customers to conserve water . 

-6-
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"5. Mailing of brochures to Big Belir ,:esidents 
annually, urging customers~ ~hen they 
close down their cabins for the year, to 
drain their water systec to prevent 
freezing of pipes." 

Recent Big Bear Distriet Leakage and Rate Historl 
D.87708, dated August 16, 1977, ordered SoCal to spend at 

least $200,000 per year for main replacements from 1978 through 
1982. This ~as because of the massive leakage problem which had 
existed for many years. When SoCa1 bought this system in 1962 
it was already old and had ~~ny problems. (Testimony of ~itness 
Anthony.) SoCa1 generally complied with our directive to spend at 
least $200,000 for main replacements except for one year, 1980, when 
it would have had to replace an inordinate amount of street surface, 
based upon an order fr~ CalTrans, in order to replace some ~in in 
the Big Bear Lake area. It spent only $132,850 in 1980 • 

A letter dated October 8, 1981 from SoCal to the staff, 
contained in Exhibit 16, states that several hundred leaks in the 
district have been repaired over the past three years. But Anthony 
testified that in spite of SoCal's ongoing main replacement program, 
there has been no reduction in the number of leaks. Leaks are 
repaired by SoC~l in order of importance and hazard. 

Information in the October 8 letter shows that for each 
$100,000 of investment in the district, $27,190 is required in new 
revenues. Based upon an average of 10,320 customers this new 
revenue requirement results in average annual service charge increases 
of $2.65, or 22 cents (e) per month. Using th~z~ eoztc, SoC~l 
furnished investment and revenue requirements with corresponding 
increased customer annual and monthly rate increases under alternate 
main replacement plans. These arc set forth in Table 2 • 

-7-
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Investment Per Ye~r 

Incr~&ce in kevenue 
Rcquir~ment ?cr Yca: 

IncreQSe Pcr CUGtOQer 
LAch Y~ar 

Annl,llU 
Monthly 

Three-Y~ar Increase 
Monthly 

A1 tel'"XlA te 1 
~;.ooo.ooo ~l.OOO.OOO 
Ppr Yen!" P~r Year 

$5.000.000 

1~1·?3 
10.97 

$l,ooo.ooo 

271.900 

26.35 
2.20 

6.60 

Altl."rntlte 2 
S.200.OOO 
?~l" YI."I'J.'r 

$200 .. 000 

Anehony testified that in his opinion the quality of the 
service in Big Bear is generally good. He admitted the leakage 

problem and stated that SoCal is continuing its program to 

repair these leaks • 
However, Anthony mentioned two specific problems thae 

SoCal has addressed in its 1982 ca-pital budget. One of these is 
represented by a group of customers consisting of about 50 people. 
!he location involved is the Knight Avenue Area, situated on the 
south Side of the Big Bear system. During peak weekends customers 
in this area have very poor water service. SoCal's solution to 
the problem is to build a separate pressure zone. Anthony seated 
this work will be done in 1982. It will consist of a booster 
station and some pipe and will apply within an area comprising five 
or six streets one block in length. When this work is coople~ed 
these customers will have a standard of service as prescribed by 
Ceneral Order (CO) l03. 

The second area is referred to as Highland Avenue. 
Customers in this area characterize their problem as low w~ter 
pressure on peak weekends. SoCal's investigation disclosed ~hat 

-8-
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the problem was not low water pressure but rather small-size pipe. 
This resulted in their not getting the amount of water needed. 
SoCal's solution to this problem is a pipeline replacement program 
above and beyond the $200,000 mandated by the Commission. This 
will also be completed in 1982. There are other problem areas 
mentioned in the October 8 letter contained in Exhibit 16, 
concerning locations scattered throughout the system. These include 
about 30 homes that do not receive today's GO 103 standard of 
service, but do receive the level of service which the company 
refers to as the pre-1975 GO 103 standards. As the individual 
main replacement program continues, these customers will eventually 
receive current GO 103 levels of ~e:vice. 
Fire-Flow Requirements 

Anthony described the Big Bear Lake area as one built 
principally by developers, started cany years ago when there was 
no government control over the water system nor over the fire 
hydrants, if any existed at that time. Fire& were controlled 
originally by fire trucks carrying water with them. However, the 
local fire departments wanted fire hydrants, and some of those 
hydrants were installed on substandard mains. 

Linder testified that there have been situations where 
fire hydrants in the district have been out of service and 
inaccessible for one year. He seated that part of the reason for 
these long delays is due to the fact that SoCal has several 
different type fire hydrants, requiring different parts for repair. 
Linder believes if SoCal bas hydrants for which it is unable to 
get parts, that instead of letting them be out of service for such 
a long period, it would be better to update the hydrant. That is, 
a newer type of hydrant, for which par~s are reaaily available, 
should be used. Linder requested that a condition for any increase 
should oe that SoCal must provide adequate parts and/or replacement 

-9-
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hydrants on standby so that hydrant maintenance can be performed 
in a timely manner. Linder further testified that there have 
been instances in Big Bear Lake where replacements or extensions 
have been made in the system which have not been adequately sized 
for fire-flow purposes. He cited as .an example main replacetoent 
in the Moonridge area on Rathburn Street which serves commerc1al 
property and is served by a 6~inch main, which is the m1nimum 
requirement for fire flow under GO 103. Linder believes thiS 
6-inch l1ne might not meet fire-flow needs for commercial property, 
which is 2,500 gallons per minute (gpm). Linder requests that 
there be some sort of cheek and balance system instituted to make 
sure toat SoCal 1s in fact sizing its mains ~o meet the requ~rements 

of GO 103. 
Linder introduced Exhibit 2 lis:ing out-of-service 

hydrants in the Big Bear Lake area. According to this exhibit 
dated November 8, 1981, there are nine fire hydrants which Linder 
stated are, to the best of his knowledge, still out 0: service. 
The oldest reported out-oi-service date is June 29, 1981. Another 
hydrant was reported oue-of-sarv1ee 45 of August 26 and two, 4S 

of September 23, 1981. Antnony testified that seven of theze 

nine out-of-service hydrants actually belonged to SoCal, two 
being private hydrants. Anthony further ~est1fieo that as 0: 
Monday. November 16" 1981, all of the hydrants shown on Exhibit 2 
were repaired except one. 
Insurance Rates 

Testimony was offered by Steve Keveson, a resident of 
Big Bear. He appeared on behalf of the Big Bear HomeOWL'lers 
Association. He testified concerning the relationship between 
the water system and residential and commercial insurance rates. 
He spoke from material taken from the Insuranee Service 
Organiza.tional Rating Manuals, referred to as the "ISO." 'I'he 

-10-
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manuals separa~e service areas into rate classes, ranging from 1 
to 10. Ten is considered a very high hazard area. ~o principal 
factors are analyzed in setting ratings, Keveson testified. 
One of these factors relates to the Fire Depar~t serving the 
area; the other, to the water system serving the community. He 
stated that the Big Bear Area is rated in Classes 7, 9 and 10 .. 
Class 7 area includes a portion of the community adjacent to 
the lake, following the general contour of what is known as the 
Village along Big Bear Boulevard toward the Gold Mine ski area. 
There are several pockets of Class 9 areas.. One is between :Sig 
Bear Boulevard and tbe lake, bordered by Ninth Street.. Keveson 
stated that according to the ISO, this is a result of the low 
water pressure in the area. 

He stated that based on the ISO manual, the Big :sear 
Fire Department is comparable with other fire deparrments in the 
San Bernardino Mountains. These departments consist of a primary 
cadre of firemen who are professional, full time paid firemen, 
~ugmentcd by volunteer firemen.· 

Keveson testified that the ISO ratings are used to 
determine the fire insurance rates paid by homeowners and mer­
cantile businesses. He requested ~ha~ ~he Co=m1ssion be mindful 
of the long-term needs of the community~ inasmuch as insurance 
rates can have a dramatic effect on ~he cost of doing business 
in ~he comDlunity. By way of comparison, he tes~ifieci that 4 

homeowner's policy for a $100,000 dwelling locateci in the 
San Gabriel Valley area t rated at Class 4) would run about $300 
a year; while the same coverage for an equivalent home in Big Bear, 
rated at Class 7, would cost $390 .. Keveson is concerned that the 
ratings in parts of the community eight go higher due to the poor 

-ll-
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condition of the water system. He testified that a reduction from 
a Class 7 to a Class 6 ISO rating would result in a saving of 
approximately 101. on a homeowner's policy but that similar reductions 
on commercial buildings are.=uch greater than 101.. 
Customer Testimonl 

Elizabeth Clinton testified on behalf of the Gibraltar 
Talmadge Lakeview Park Homeowners' Association. She stated that 
her group has initiated passage of an ordinance to moderate the 
growth of Big Bear Lake in order to preserve the quality of the 
environment and the natural character of the community. She stated 
that while other customers have complained about excessive chlorine 
in their particular areas, the water in the Talmadge area where she 
resides has a flavorful mouneain spring taste and offered her 
congratulations to SoCal. However, she also testified concerning 
a massive leak in the Red Ant Hill area of the district. She syoke 
to the manager of SoCal about the leak, which emanates from an 
8-inch line affording the only fire protection in the area. She 
stated that the leak is presently so bad that it bas filled ewo 
driveways with water and was spreading at the bottom of Red Ant 
Landing, traveling down the other side of Spruce Street, angling 
dow Spruce and going down Big Bear Boulevard. She believes that 
if there is a freeze, there 'would be a sheet of ice on much of the 
pavement. 

Bob MacDonald testified as a private citizen 
and as a member of the Planning Commission of the City of Big Bear 
Lake. He testified about his concerns relating to backflow 
prevention, fire protection, overdraft of water source availability, 
and replacement of mains. He stated that there have been several 
incidents where there have been negative water pressure conditions, 
resulting in air being drawn back into the main service line. As 

-12-



.: 

.: 

• 

• 

• 

A.60735 ALJ/cc/bw 

a result, he stated, the danger of water conta~nation is a very 
real possibility. MacDonald also testified that many of the 
structures in the district are very old, built between the turn 
of the century and the 1930:;; before the advent of modern building 
codes. Many of these buildings do not have fire retardant or fir~ 
resistant walls. 

MacDonald is also concerned about the plans of SoCal to 
cake water directly from Big Bear Lake in order to meet future 
needs of customers in the area. The building of a filtration and 
treatment plant will be financially very burdensome, he believes. 
He asks that the Commission keep this in mind when reviewing SoCal's 
unaccounted- for water, which ranges from 321. to 411.. He, too, 
stated that much of the unaccounted-for water is lost through leaks 
in substandard mains. MacDonald believes that the company should 
have replaced the mains by now, without having to be ordered to do 
so by the Commission. He fully agrees with the ree~ndation from 
the staff that SoCal be directed to spend $500,000 in 1982 and 
$1,000,000 thereafter for replacement of ttlains. He bas spoken with 
several other customers concerning this project, pointing out the 
average customer cost of approximately $1.55 per month per million 
dollars of expenditure for ~hese improvements. 

Joe Shuff appeared and testified on behalf of 
Gold Mine Ski and Recreation Area (Gold Mine). His company is 
loca ted in the Moonridge area. In the summertime Gold Mine provides 
golfing, scenic chair rides, an~ a swimming pool for visitors. It 
also provides tbe property on which the county maintains a zoo, 
horseback riding and hiking in the summer, and an. alpine slide in 

the winter. In the winter its primary. business is providing Skiing 
and snowmobile activities for the public. Gol~ ~e is the pr!mary 
industrial customer in the district • 

-l~-



·: 

. -
~ A.60735 ALJ/eC/bw 

,-

~ 

~ 

Shuff testified that about five years ago Cold Mine had 
difficulty in securing water froc SoCal on weekends. The problem 
was determined to be mainly connected with storage, and for that 
reason Gold Mine built a rese=voir adjacent to the SoCal tanks 
adjoining its property zo that SoC~l could dcliver water to 
Gold Mine at off-peak times when they bad excess water flowing 
into its tanks. Gold Mine could then take the water directly into 
its own reservoir, to be used for watering the golf course and 
proviciing aciditional fire protection in the stl:Cll:Der, and making snow 
in thc winter. At that ti."l'le they were ?ayi~ aOOut 20¢ per Ccf (750 9allons) 

for water. Shortly after that, SoCal requested and received a rate 
increase, raising the price of water to 87e. This made it 
impossible for Gold Mine to water its golf course during the summer. 
Gold Mine init1ateci a complaint with the Commission, reSUlting in a 
rate reduction to 43t. Last winter the price was again increased, 
this time to 58¢. Gold Mine then began to obtain water from a 
stream, and pumped 27,000,000 gallons back up a hill into their own 
reservoir. Shuff seated that his company will ultimately use in 
excess of 200,000,000 gallons a year. He said Gold Mine currently 
employs about 200 people, and hopes eventually to have between 450 
and 600 on its payroll if they can operate their businesses success­
fully. He believes that the only way the winter business can 'be 

successful is by having the ability to make snow. Shuff testified 
that if Gold Mine were to pump its own water from t:he same water 
basin which SoCal uses, the resultant loss of Gold Mine as a customer 
would put an additional burden on SoCal's residential and commercial 
customers in the district. He requested that the Commission consider 
its particular needs and authorize the eseablishment of an irrigation 
r4te for this heavy industrial user. He understands that the 
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Commission may not wish to consider A s?Ccial rate for a unique 
or individual customer; but he also points out that there ~re 
s?Cci~l rates (the present tail block) for the public school, the 
~rk, ~~C Gold Mine. He stated tho: if Cold Y~ne is required to 
04y more than 40¢ per c(~[ for water, it would h.lvc to consider 
other means for sccuring its water. 
Result~ of Oper~tionz 

SoC.:ll .:lnc the :;t.Jff h.:lvC di r: ,'!."cnt rccommcnd.:ltionz concerning 

three mottcrz. Thc~c concern (1) SoC.:ll's prOro~cd new W.:ltcr trC.:ltment 

pl~nt, (2) itz m.:lin repl.Jcemcnt pro9r.J~, .Jnd (3) the prOduction of 

gr.:lvity w.)ter. 
N~w Trc.)tmcnt Pl~nt 

Robert J. Gregg is SoCel's chief engineer. He 
testified as follows with respect to SoCal's ?lans to build a water 
treatment plant in the Big Bear District: 

1. All the water presently produced in the 
Big BC3r Valley is ground water. !he 
only source of replenishment for that 
ground water is WAter termed "natural 
recharge .11 

2. Recognizing that the area w~s growing 
quite r~picly~ and ehat there were 
definite 1imi:ations on the rc?lenish­
ment of the ground wa:cr supply, ~ joint 
study was undertAken in 1978 by SoCal 
And the Big Bear Community Serviccs 
District. 

3. The first objective of the study was to 
determine the esti~ted sustained 
ground water yield (th~t which can be 
aChieved indefinitely) for the valley. 
!hat study was comple:cd by geologists . 
employed by Lcroy Crandell and Associates 
and by a geologist em~loyed by SoCal. 
The figure developed from that study is 
~bout 3.100 acre fect per year. 

4. Another purpose of the study was to 
esti~te the population growth in the 
valley. Forecasts on growth were 
ccvelopec by such agencies as the 
Southern Californi~ Association of 
Governments, ~nd the San Bernardino County 
Association of Governments. 
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5. It was eztim.:ltcd th.:lt the whole valley including 
SoCul's di~trict would require .:lpproximately 
3,550 .:lcre-fect j?Cr year in 1980 to meet projected 
ce~~nGs; in f~c:, the 1980 total ground 
water procuction was 3,850 acre.feet. 

6. SoC~l is cx~c=ic~cing new customer growth 
~t a rate slightly i:l exces~. of 300 
customers ?Cr yc~r. 

7. The number of permanent residents in the 
district, as opposed to ''''eekend residents,. 
is increasing. As a consequencc, the 
consumption pattern is c~nging. 

8. Based upon forecasts and actual experience, 
it is expected that an aeditior~l source 
of water will be required to ~et the 
de~nds of SoCal's customers in 1984. 

9. By 1984 SoCal's customer demand in this 
district will be 3,200 ~crc-feet. 

10. !he most economical and reliable source of 
additional water supply is Big Bear Lake. 

Gregg described the actual construction plans for the 
new plant: Tne plant will involve a sedimentation and filter process 
Col lowed by di~infcction. At this time it is expected th~t the 
disinfection will consist only of chlorin.:ltion. In ~ddition, bOOster 

pumps will be needed to make the water available at some pressure. 
The intake structure for the plant will require deep water. The 

structure itself will likely consist of a screened intake facility 
in the lake with pumping capability and a ~ater pipeline to transport 
the water from the intake to the plant itself. The components of the 
plar.~ will consist of the site work, the construction of a sedimenta­
tion basin or basins, installation of filters, construction of chemical 
stor~ge facilities, construction of a laboratory to test water quality, 
booster pumps, electrical equipment, and controls . 
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<;1 (:<JCI "'''1:: .I::kco ()n et o;:::-<:x,lllii n~t.jon Wh<.:tlICC, j r the­

W:'jtV! io!';s r':"ltv were n.'du~<.'d frofll the prc:"~(~nt 31%-42% r;lOqC' to 

about 15%, t.hen .. ' would ~till be the need to construct the l'iltriltion 

plant In order to ~cet future needs of customers. He stated that 
much of the unaccou:.ted-~or w~tcr returns to the ground Wc'ltcr basin. 
He notce that the geolocll.c ::;tuc.l.c:,; co:.cuc";:c.'d c.le not fully take ~nto 
.;l4,.'<.:~unt. \..1\\ .. ' "'{ 1 ~.('t: o! ,1 j,'<..'CuC'lJ.(HI .tn w~t~~!.' lo~;:-; upon ::u:~1...J.in<,,·Q Yl.<:ld. 

In other words, the impact of los~ reduct~on would be a reduction in 
safe yield since the safe yield study is based upon a review of 
historical ground water levels. Another consideration, he stated, is 

that it takes a long time to accomplish a significant reduction in 
water loss of the type associated with SoCal's Big Bear District. 

He believes that altho'.;gh a rceuction in unaccounted-for water is 
currently being achieved, there will still be a need for an additional 
supply source by 1984, based upon the stueies mentioned. He stated 
SoCal is proposing to construct a treatment facility in such a fashion 
that it may be ex~ndcd a::; need ~=iscs, and that SoCal iz not proposing 
to build a lot of excess capacity lnto a fac~lity that m~y never be usee. 
However, Cregg stated that the annual production from the facility could 
vary from 500 acre-feet on up, cepencil.ng upon actual customer demands. 
That iz, the annual figure of 500 acre-feet is a minim~~ and could be 
increased. Gregg ~cstifiCci that the plant will be designed to produce at 
an instantaneous rate the equivalent to 1,500 gpm. If that rate 
were sustained for 24 hours per day, every day of the year, it would 

result in a tocal water production for the year of approximately 
~800 acre feet. However, SoCal docs not anticipate that kind of 

volume production. 
On another matter Cregg testified that SoCal will complete 

in 1982 a 1.OOO,OOO-gallon reservoir in the district. As a result, 
in the Ree Ant Landing and Lakeview areas, where existing fire flow 
:r.s ~1::c;,;t: 2,000 gpm.) the flow will be increased to 3,600 gpmafter 
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the completion of the reservoir. Flow after construction of the 
reservoir and wi:h the new pipelines will be increased to about 
4,400 gpm. In another area near :he reservoir the flow will be 
increased f~om 900 g~ to 5,000 gpm upon completion of the reservoir 
and new pipelines. Gregg testified that the reservoir is expected 
to be completed no later than July 1982. 
Discussion on ~l's Service ~nd ~~in Repl~ccment ?rogr~~ 

By D.87708, dated August 16, 1977 in A.56339, SoCal was 
ordered to spend at least $200,000 per year for main replacements 
from 1978 through 1982. SoCal was ordered to file annual reports 
describing its main replacement program ane, if desired, to file a 
request for a rate increase to earn on the added costs of such 
replacements. Previously, in 1972 when the Commission granted 
SoCal a general rate increase, it ordered SoCal to spend $100,000 
annually for main replacements. Each year after 1972 SoCal spent 
more than $100,000. The orders pertaining to main replace'Cletlts 
were due to the high water loss r4te which was, in turn, . related 
to the leakage problem and to the need to bleed the sys~em continually 
during ~he win~er months. The principal cause underl~ng ~he orders 
for main replacements was ~hat during ~he middle of the week 
throughout much of the year, there were only about 10,000 people 
residing in the district, but on weekends--and especially on long 
weekcnds--~he population could increase to between 75,000 and 
100,000, creating a severe demand on the system. 

Because of the magnituae of the problems in the district 
at this time, the staff believes that the main replacement program 
should be accelerated. The staff has recommended increasing 
expenGit~es for main replacements to $500,000 in 1982 and $1,000,000 
Dnnually therc~ftcr. SoCal ~ssertz that in order to eliminate 

;..!.: lc::.k!> ~nd bring, fire flows up to current standards, about 459,000 ft. 

-18-



• 

• 

• 

A.60735 ALJ/ec 

out of the system total of about 800,000 ft. of mains needs to be 
repLaeed. SoCal's estimate of this total replaeement cost is abou~ 
$25 million. The staff states in Exhibit 28 that SoCal has replaced 
20,585 ft. of main during the period 1978 through 1980--an average of 
6,800 ft. per year. At this rate it would take 67 years to complete 
the replaeement program, and staff considers this time period excessive. 

Staff recommended in its Exhibit 28 that the filtration plant 
costs not be included in SoCal's capital budget because of a lack of 
definite information concerning the siting of the plant. (At the ti~ 
the application was filed, SoCal had not made a decision concerning 
the precise location of the plant.) Furthermore, the original figures 
made available to the staff by SoCal were a mere $75,000 for land and 
$100,000 for the plant itself. During the hearing Caveney testified 
that the land would cost $200,000 for a one-acre parcel, plus an option 
to purchase an adjacent second acre for another $200,000. Anthony 
explained the underestimate as simply poor judgment on his part. He 
had not consulted with local realtors concerning property values before 
making his original estima~e • . 

While the cost for plant construction was originally 
estimated at $100,000, SoCal presented new information on this point 
at the hearing. We are now informed that Phase I of the progr8:l 
will cost $400,000. This phase will include the intake and pipeline. 
The total plant, Gregg estimates, will cost $1.5 million. Additionally, 
there will be other costs of an indirect nature, e.g., engineering, 
deSign, overhead, which were not included in the original estimate. 
Thus, the revised SoCal figure for total plant cost would be in the 
neighborhood of $2,000,000 rather than $l75,000 as originally 
estimated. 

The staff had opportunity neither to investigate the land 
purchase due to the indecision surrounding the siting of the plant, 
nor to validate the data relating to projected water needs vis-a-vis 
plant capacity and revised plant costs • 
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Cregg bas testified that current cus~omer growth is a 
little ever 300 customers per year. This is only 3.41. per year, 
(300~10,320 customers), or a little over 10i. during the three-ye~r 
period or rate life covered by this proceeding. SoCal's Ex.."U.bit 14 ~ir:ns 

this expected growth rate when it shows that water produced will 
increase £~om 1,175.9 kCcf (recorded) in 1980 to l,302.6 kCcf in 
1983. 

We are convinced that a need for water in addition to 
that available from ground sources will exist sometime in the future, 
based u.pon proj ected residential and customer growth. However, we 
cannot lightly endorse the outlay of costly new funds of the magni­
tude-required - particularly in view of the circumstances surrounding 
this request - until the staff has been afforded reasonable oppor­
tunity to appraise and verify the need for a plant which will =ore 
than dou.ble its capacity. and to determine whether the capital cost 
for it is prudent. H~d the staff been afforded t."lis opportu."'lity I we 
could ~ve adequately weighed t."le reoor.rnendations ~~ estimates. 

Instead, we will recommend to SoCal that it conSider, at 
its convenience, the filing of a rate base offset application for the 
specific purpose of allowing the staff opportunity to investigate 
the new plant prot>Osal. 

Anthony's remedy for some of the system problems is to 
spend more than $200,000 annually for main replacements. He would 
have SoCal spend $337,225, $320,400, and $310,000 in 1981, 1982, 
and 1983, respectively (Exhibit 15).. Staff and others urge that 
step increases authorized in this proceeding for 1983 and 1984 be 
conditioned upon completion of staff's suggested expenditures for 
main replacements .. 

In light of the testimony by customers and SoCal witnesses 
concerning excessive leakage and fire flow, the staff recommendation 
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is reasonable and 'Will be adopted. I~ is clear ~hat an adequate 
solution to the massive leakage and fire flow problems is replace­
ment of as much undersized and worn out pipe as may be financially 
practical. 

While a total remedy for the leakage and fire flow problems 
will of necessity be a long time in coming, we believe SoCal must 
institute a ~ch larger program in the area of ~in replacement. 
Therefore, we will condition step-ra~e increases for 1983 ane 
1984 upon the completion of main replacement totaling at 1eas~ .. 
$500,000 in 1982 and $1,000,000 in 1983, and will order that 
$1,000,000 be spent in 1984 for this purpose. we expect that the 
anticipated customer growth rate in the district (300 per year) will 
provide a greater base over which to spread the costs associated 
with our adopted program. 

we directed SoCa1 in D.87708 to 10¢k all above-ground 
bleeders to avoid manipulation by vandals. This would reduce, to 
some extent, the unaccountec-for water factor. Anthony testified, 
however, that bleeders are not locked and that SoCal does experience 
some difficulty with children playing with bleeder valves. We will 
once more direct SoCal in this decision to leek all above-ground 
bleeders. 

One further peint on the plant conseruction program merits 
comment. Elizabeth Clinton raised the issue at the hearing whether 
it is legally permissible for socal to withdraw water from 
Big Bear Lake. Counsel fo: staff and SoCal were requested by the 
ALJ t~ review certain information provided by Clinton bearing on 
this issue. '!'he staff has 'Clade no determination on this point, and 
does not plan to because of its recoc:endation that the plant not 
be constructed at this time. But SoCal' s counsel has furnished us 
with a letter ciated December 15, 1981 (Exhibit A in his brief) fro:: 
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the Big Bear w~tcrm~ster, st~ting ~hat ~he Big Bear Municipal Water 

Di~trict h~s the right to store w~ter in Big Bear ~ke ~nd use that 
w~ter in ~ny manner it chooses, including the s~le of l~ke w~tcr to 

SoCal. 
Production of Gravity W~ter 

Gravity w~ter is th~t which flowz from slant wells and 

~prings, requiring no pumping, and thus representing a savings in 
purch~;;cd power cost. The amount of 9r~vity water available fluc­
tuates with rainfall. SoCal, in arriving at its estimate of gravity 

water, averaged the water avai:able during the previous five years, 
which included twO drought and three wet years. The staff estimate 
used only the wet years and did not take into account the drought 
years. Its estimate was considerably higher than SoCal's. It 
appears from Exhibit 19, a graph of recorded rainfall and gravity 

wat~r production 1975-1981, th~t the gr~vity water production 
resulting from the wet years is declining sharply. Since neither 
estimate wa~ prepared based on long-term analysis, Socal's gives 
bett~r recognition to varying cli~~tic conditions. SoCal's estimate 
i~ 23,000 Ccf, th~ staff's 34,000 Ccf per month. Adoption of SoCal's 
estimate would equate to an increase in purchased power cost of 

$21,900 per year abqve the st~ff estimate. 
In the circumstances, we believe SoC~l's estim~te is more 

re~sonable since it gives effect to a broader range of experience, 
offsetting the three wet yea:~ with the two drought years. We will 

adopt SoCal's estimate for available gravity water. 

~te of Return 
SoCal requests for the years 1982 through 1984 a con$t~nt 

rate of return on co~~on equity of l6%. This equates to returns on 

rate base of 11.84% in 1982, 12.11% in 1983, and 12.41% in 1984. 
Staff recommended ~ r~n9c for return on co~~on equity of 

14.50 to 15.0%. Staff's return on rate base would be 11.08% for 
1982, 11.35~ for 1983, ~nd 11.67% for 1984, b~sed upon the mid-point 

of the staff-recommended return on equity factor of 14.75% • 
In support of SoCa:'s reeo~~ended rates of return, Caveney 

testified and sponsored Exhibit 11. Exhibit 11 shows, among other 
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thing:::;, how SOC.:ll'$ i:wc-!::t!:'lent h.:l$ been fin.:lncee: by bondz,. 

debentures, bank loans, preferred stock, anc c~n equity. !he 
exhibit shows that currently about 377. of SoCal's financing is 
accomplished through equity financing. Staff concu~s with this 
ratio. Caveney notes that during the years 1971 through 1975, 
common equity of SoCal was in the neighborhood of 36%. It 
declined and stayed at about 31% or 32% f=om 1976 to 1979 and 
then increased in 1980 to about 377.. ~t increase was a result 
of a major issue of common equity by SoCal in August 1980. Caveney 
characterizes the issuance as the single =os: dra:atic change in 
SoCal's financing in many years. 

Caveney testified that the stock issuance was necessary 
because the earningz position of SoCal was such that its coverages 
were low. He. stated that SoCal could not fi~nce with debt or 
preferred stock and meet the coverages, and that the step was taken 
out of necessity and with the staff urging the infusion of addi­
tional cocmon equity into SoCal. He states that the new equity 
financing was done sooewhat =e1uctan:ly because of the dilution to 
the value of the shares of the exizting shareholders .:lnd bec~us~ of 
the relatively low price which SoCal got for the new stock compared 
to its book value. 

Page 2 of Ey..hibit 11 shows SoCa1' s actual return on com:non 
equity from 1971 through 1980. The highest returns were earned in 
1977 and 1978 when it was 11.617. and 11.337.; but it declined in 1980 
to 7.997.. However, Caveney observes, even u? thr~ugh 1979, the 
return realized was far lower than any recomQended retUrn on common 
equity authorized by the COmmission during those years. !be very 
low return on equity in 1980 was due p~incipal1y~of course, to the 
infusion of the new eqUity. It constituted that much more equity 
over which the earn~ngs had to be ~llocated. 

Exhibit 12 is SoCal's CalcuLation of Financial Charges as 
of Octobe~ 31, 1981. Caveney testified when addressing this exhibit 
that SoCal could b4rely finance .:l $5 or $6 million bond issue. He 
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stated that the required coverage is two times the interest, i.e., 
the 8djusted income for coverage purposes has to be ewic~ the 
interest on the present debt plus that of the additional bonds. 
He noted that coverages on $6,000,000 of new bonds, even at an 
assumed low interest rate of 15%, come to only 2.19. Caveney 
asserts that there are ewo impor~nt factors involved in this area. 
One is a requirement of its existing first mortgage bondholders 
that bonds may not be issued unless SoCal is able to meet the two­
times interest requirement. 'l'he other is the problem of inducing a 
pension funo, or insurance company, to buy the bonds. '!here is a 

Similar requirement, caveney s~tes, applicable in conneetion witb 
SoCsl's funded debt, i.e., term notes. Again, tbe coverages here 
are very thin, and he notes that SoCal today could not meet the 
two-times interest coverage on a $6 million debenture or term note 
at 187.. SoCal could barely meet two-times inte%'est at 17%. 
Cove%'ages could. be met for $5 million at 18%; however, Caveney 
states it is a fact of life that although a firm may be legally 
allowed to issue new debt it must still find a lender who ~ll 
offer money at the types of coverages computed. 

Testifying further wi th respect to Exhibit 11, Caveney 
said that the information shown on Table 3 of that exhibit concerning 
capitalization ratios reflecteo SoCal's estimateo debt eosts based 
upon information available in April 1981. But those forecasts were 
absolutely wrong, he states; and as of the date of the hearing SoCal 
is accepting the capitalization ratios reflected in staff Exhibit 27. 
However, ue differs with the staff's projected debt cost of lSi. on 
a proposed bono issue of $6.million in 1982. He believes 151. is too 
low. In 1983 the staff has projected a bond cost of 141. in 

connection. with another $6 million issuance. Caveney also believes 
147. is too l~ and in connection wi~h a proposed bond issue of $5 
million in 1984, Caveney states that the rate of 13.51. estimated by 
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ehe seaff is eoo low. He believes ehae 13.50%, eseimated by ehe 
seaff in connection with preferred stock to be issued in 1984, is 
too low. Finally, in connection with Table 14 of staff Exhibit 27, 
Caveney believes that the staff estimate of 15% in connection with 

bank loans in 1983 is too low. 
Caveney stated that all of these estimates are, of course, 

matters of judgmene on his pare as well as the staff's; that both 
parties have been wrong in the past on numerous occasions. However, 
he staees ehere is curren~ly a greae reservoir of companies badly 
in need of debe financing, waiting to jump into the long-eerm bond 
~rket. He notes ehat the federal governmene predicted a deficit 
some months ago of aboue $42 billion but tha e the estimate bas now 
increased to well over double the original prediction. And while 
admittedly ehis is a juc1gmen~ maeter, nevertheless, wieb. the heavy 
needs for money placed upon the money markets by the combined de=ands 
of government and industry, C4veney does not see any way in which 
debe estimates as shown by the staff will materialize. 

Caveney is recommending a 161. rate of retw:n on CQ1lU'l1O'n 

equiey so ehat SoCa1 can finance ehe many dollars of debt it is 
going to need in the future. He believes that if the Com=ission 
is not willing to depart from the staff recommendation--a range of 
14 l/2% to 151.--ie should adopt the high end of that range, par­
~icularly in view of the recent his~ory of SoCal where return on 
equiey has always been far below that authorized by ~he Commission. 

The staff's recommended capiealizaeion ra~ios and rates of 

return are shown as follows: 
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In support of her recommendation staff witness LindD Cor! 
testified essentially as follows: 

1. She assumed no long-tere debt financing in 
1981, whereas SoCal has included a $6 million 
iss~e at an interest rate of 15.78%. 

2. SoCal is currently precl~ded from issuing 
long-term debt due to indenture-coverage 
restrictions. In lie~ of long-term debt 
SoCa1's bankers heve advised SoCal to con­
sider intermediate financing--speeifically, 
a 3- to 4-year term note--to meet its 
ongoing capital requirements. 

3. Her estimates of long-term debt financing 
reflect SoCal's ~pdated financing plan 
through 1984. 

4. Her estimates of the costs associated with 
proposed 1982 thro~gh 1984 financing is 
based in part on a review of trenas in 
interest rates, yields on recent issues of 
Class A bonds, and forecasts of interest 
rates p~b1ished in Data Resources, Inc. 
(DRI). Gori's estimates of debt cost of 
15% for 1982, 141. for 1983, and 13.51. for 
1984 differ from SoCal's estimates of 
16%, 151., and 15% for 1982, 1983, and 1984, 
respeetively. 

Gori arrived at her recommendation of 14.501. to 15.0% 
after analyzing many factors affeeting the cost of common 
equity. She stresses that there are no definitive mathematical 
formulas that can calculate, with accuracy, the cost of equity 
capital for fut~e periods. It is of necessity a judgment de­
termination considering the requirements of each individual utility. 
Gori was guided in her analysis by standards eseablished by U. s. 
Supreme Court decisions and prior decisions of this Commission.l / 
She summarizes these guidelines as follows: 

11 FPC v Hope Natural Gas (1943) 320 U.s. 591, 60S. 
Bluefield Water Works ~nd I;Zrovemene Co. v West Virginia Public 
Servi~e ~ommission (1933) 2 u.s. 677, 692-693. 
Decision 14917 Pacific Telephone and Telegraph Company (1968) 
69 CPUC 5S, 67-6S. 
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"1. The return to the equity holders should be 
commensurate wi~h returns on inves~en~s 
in other enterprises having similar risks. 

"2. The return should be sufficient to enable 
the utility to attract capital at reason­
able rates and to assure confidence in the 
utility's financial integrity. 

"3. The return should balance the interests of 
both investors and ratepayers." 

Table 7 in Exhibit 27 summarizes data Gori considered 
concerning SoCal's common stock book value, dividends, and earnings 
for 1971 through 1980. She used this information in arriving at her 
recommended capital costs. She notes that during tbis period the 
book value of SoCal's common stock increased approximately $12.6 
million. Earnings available for common equity totaled approximately 
$22.7 million, of which $16.2 million was paid out in dividends. 

Gori relied upon the following additional factors to 
support her recommendation: 

1. SoCal is a regulated public utility engaged in 
a bUSiness which affects tbe public interest 
and must provide service at reasonable rates. 

2. Fair and reasonable rates must balance the 
interests of both the ratepayers as well as 
investors. 

3. Interest coverage requirements. 
4. capital requirements. 
S. SoCal's capital structure, capital costs, 

and financial history. 
6. Economic conditions - the effects of continued 

inflation and increases in embedded costs of 
capital. 

Gori believes that while current market data are impor1:&n't, 
expected market conditions are even more significant during the period 
r.ltes will be in effect. She states that while her recommended return 
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for equity may seem low under eoday's marke: conditions when 
compared wieh the current cost of long-term debt, such a range will 
be appropriate for the period 1982 through 1984. She believes 
that the rate of return sought by an investor in common stock must 
exceed by some amount the rate of return he could obtain on 4 risk­
free investment. She seates that required risk preciums obviously 
depend on the degree of risk which investors perceive--the greater 
degree of perceived risk, the greater the risk prem1um--and con­
versely, the lesser degree of perceived risk, the smaller the risk 
premium. She also observes that during times of great uncertainty, 
risk prem1ums can be negative. Furthermore, she believes that water 
utilities can generally be considered less risky when compared with 
other utilities, and, eherefore, require a smaller risk premium. 
Some of the reasons leading to the latter conclusion are: 

1. water utilities arc not as capi~l intensive. 
Construction programs are much smaller and are 
financed to a large degree by advances for 
construction and contributions in aid of 
construction. 

2. water companies do not capitalize interest on 
construction projects. Construction work in 
progress is included in rate base which results 
in a better quality of earnings and better 
cash flow. 

3. Water utilities are allowed offset increases 
in costs s~eh as purchased water and power 

4. 

by advice letter filings concur=en~ly with 
such increases. Energy companies, however, 
face a lag be~een the ti:e fuel cost increases 
are experienced and offsetting rates are 
authorized. 
Water companies are not faced with risks such 
as fuel costs, source of supply, nuclear 
generation, technological changes, competition, 
etc. 
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Table 4 is a tabulation of rates of return authorized, 
common equity ratios, and rates for common equity we have authorized 
eo water utilities between October 1978 and December 1981 • 
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Questioned regarding ~he dispari~ies between authorized 
and allowed returns realized by SoCal over the last several years, 
Caveney stated that there are a number of reasons which contribute 
to this result. The first is that SoCal is a multidistrict utility, 
and each ratemaking district is considered separately. This means 
that SoCal ~st have individual authority for each district before 
that district's rates can be increased. With 19 districts, this 
cannot be accomplished by either SoCal or the staff on an annual, 
or even on a biennial,. basis. Caven.ey noted that most large utilities 
have a single ratemaking area and are able to justify a general 
rate increase every ewo years. He cited underestimating by seaff 
of tbe cost of mon~y as another principal factor contributing to 
the shortfall in realized, as opposed to authorized, rates of return 
on rate base ano equity_ 

Concerning rates of return au~horized for wa~er utilities~ 
we stated recently in D.93845, dated December 15, 1981, in A.60S67: 

I~e agree with the staff that water utilities, 
for the reasons enunciated in the staff 
presentation, have different needs with 
respect to capital ~equirements than do other 
types of utilities. they are not as capital 
intensive, and our traditional allowance in 
their rate base of short-term construction 
work in progress (CWIP) makes for better 
earnings and casb flow. Neither do water 
utilities face ~he same venture risks and 
problems confronted by energy utilities, such 
as those associated ~~h dras~ically increasing 
fuel costs and nuclear power plants. 

"A fair rate of return is essentially the return 
that utilities must have an opport~ity to earn 
to continue operations - the re~urn a utili~y 
must hold out to investors to ind~ce them to 
provide the funds the utility needs to purchase 
the plant and equipment necessary to provide 
adequate service." 
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The information shown in Table 5 shows staff-recommended 
capitalization ratios, cost factors, and earnings at three points 
in the common equity range recommended by the staff. It also 
shows returns on rate base at each of these three points and after 
tax-interest coverages whieh would be realized at the common 
equity points of 14.50%, 14.75%, and 15.0% • 
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Adopted Rates of Return 
We believe that for the ~aea of this proceeding 

& fair return on equity to a1lO'oo7 SoCa1 during 1982-1984 will 

be the highpoint of the ataff rec:camandation, or lS-z,. 

We are showing in the following table our adopted cost 
of money figures compareo with those recommended by SoCal and the 

staff. 

TABLE 6 

1982 1Q84 

~ Comp"'ny ~dopt~d Stn.!'! Company Adopt~d - StlJ.!!' CompMY -
N~.... Bond~ 15·00 17.00 l5·5 l4.oo 15·00 14.5 13·50 15·00 

Bank 1.o8Jl6 17.50 17.00 17.0 15·00 15·00 l5·0 14.00 l5.oo 

Term Note l7.75 17.25 l7.25 15.38 l5.38 15.33 14.50 15 .. 50 

N~ .... Preferred 

Common ~uity l4.7;11 l6.00 15.0 14.7# 16.00 15·0 
l3 • .50 l5 .. oo 
l4 .. 7;)116.00 

11 Mid-point o! ~ta!! recommendation. 

Adoption of the above cost figures will result in cost 
factors, interest coverages, and rates of return as set forth 1n 

Table 7 . 
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1982 

I.ong-T~ra1 Debt 
Bank loaM 
Term Note 
Frett-TTcd Stock 
Common StocK Eq,\U. ty 

Total 

~ 
Long-Term Debt 
Bank Loan.es 
Term Note 
p:r~re:rred Stock 
Common Stock Equity 

Total 

1984 

Long-Term Debt 
Bank !..oane 
Term Note 
Preferred Stock 
Common Stock l:;q\,li ty 

'rotal 

TABI.E 7 

SOU'I'HBRN CALIFORNIA WA.TER COMPANY 

Adopt~d Rate o! R~turn 

After ':3.X 

Ca~ital Coat ·"Jeighted. :nt<!'rcot 
kA'tio~ .Faetor~ Co8te Cov~l"ae;el\ 

44.~ 7.86 3 .. 46 
2.00 17.00 .34 
5.00 17.25 .86 

12.00 7.8, .94 
~7.CY) 15·00 ~ 

100 • (?S:I.fO 1l .. 15 2.}9 

44.00% 8.95 3.94 
2.00 15·00 ·30 
5.00 15.38 .. 77 

12 .. 00 7.86 .94 
37.00 15 .. 00 ~ 

192.00% U .. 5O 2.30 

'+4 .. 00% 9.7l 4.2'7 
2.00 14.50 .29 
5·00 15.00 .75 

12.00 8.}3 1.01 
37 .. 00 l5·oo ~ 
199.~ u.87 2.24 
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In adopting the ro~egoing we are mindful of the fact that 
the equity allowance of 15.0% w1l1 be one-half pe~centage point higher 
than that authorized recently for fou~ distr1cts of a comparable pub11C 
utility water company operating unde~ ou~ jur1sdiction. (D.93845 1n 
A.60567, et al.) But we are also acutely awa~e of the special 
circumstances underlying this request, i.e., the need to be able to 
finance the ~in replacement pro~~~ we are order1ng in t~~s dec1s10n 
in addit10n to the rest of SoCal'z capital budget items. 

The 15.5%, 14.5%, and 14.0% new bond cozt~ we are est1mat1ng 
for 1982, 1983, ~~d 1984, ~espect1vely, fairly balance SoCal's trading 
ab1l1ty and interest coverage requirements against the debt cost we 
recently est1mated tor Pacific Gas ~~d Electric Com~any (?G&E) ror 
1982 and 1983 in D.93887, dated December 30,1981 in A.60153. 

There 1s a rather long ~~d narrow course over which SoCal 
must travel 1t 1ts customers are to benefit from any s1gnificant 
lessening 1n the leakage and tire-flow problems. Once having determined 
t~e w1sdom or undertaking the course, 1t is no less our responsibi11ty 
to prov1de SoCal with the opportunity to obta1n the wherewithal to 
finance the venture. 

So Cal ~z rece~ving a re~urn O~ equ~ty which is one-half 
p~rcentage point higher than that allowed in comp~nion diztr1ct: in 

order to finance ~he ma1n improvement progr~~. In the event that the 
improvements are not completed az ordered we will reduce the return on 
equ1ty to that g~anted SoCal'z other districts this year, 14.5%. We 
will also order a r~~und r~?r~senting the onc-hal~ ~ercentage ?01nt 
to the cu~tomers of SoCal'z Big Bear District. SoCal shall :i1e a 
re~ort by OctOber l5, 1982 1ndicating the status of the ordered 
1mprovementz. At that tim~ it ~hall also file a report indicating 
whether or not 1t ha~ d~v~lop~~ an oneo~ng ~ir~ hydrant ~1ntenance 
progra~ wh1ch provides that all it: tire hydrants are conSistently 
reliable. A satisractory report would show the concurrence or the 
F1r~ Chief of the Big Eear :ake F!re Department with SoCal's maintenance 
prot~ram. !~ the ev~nt that the Co~=ission !inds that SoCal has neither 
made the ord~red improvements ~y December 31, 1982 nor adequately 
maintained its fire hydrants and orders a refund and a lowering of 
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rate~, these lowe~ed rutc~ =hall re~ai~ in ef~cct until SoCal complies 
with our order. Al~o, only ut that time is SoCal entitled to th~ ~te~ 
incrca~e authorized in this decision for 1983. The same procedure shall 

apply tor the following year. SoCal shall re?ort to us by October 
15~ 198~ of 1t~ pro~ress in completing the improvement~ for th~t year. 
Ln the event that It had retained a 15% return on e~ulty but had not 
completed that year'~ scheduled improvement~~ its r~turn on equ1ty shall 
be reduced to l4.5~ and a refund of the one-h~lf perc~ntaec po1nt ~h~ll 
be made to its customers. The lowered rates shall ~emain in effect 

until SoCal completes the improvements. 
We recently gave ef~ect to the Economic Recovery Tax Act of 

1981 (ERTA) by issuing our D.938t8 in Order In~titut1ng Invest1gation 
(OlI) 24 on December 15, 1981. Water utilities will now be using the 
conventional no~alization method for treating de?reciation and invest­
ment tnx credit, thus increa~ing their cash flow con~ide~ably. We 
round in D.93848 that no~~alization i~provez va~iouz financial indicators 
such as debt-equity ~atio, times-inte~ezt cove~age, and embedded costs 
or debt, and i3 therefore pro?erly taken into account in setting rate 

of return. 
Caveney voiced his awareness of the additional cash flow 

resulting trom the next tax law. Be quanti~1ed these companyw1de 
1nc~ea3es as followz: $1 million 1n 1982, $1.5 ~llion in 1983, and $2 

million in 1984. These rigur~z azs~~e that the Co~~ission will allow 

normalization for allot SoCal's districts during 1982. 
We not~ w1th approval SoCal's decision to issue new co~~on 

stocK as testified to by Cav~ney and shown in Exhibit 11. During the 
T)(:frlod 1976 th~ougb 1979 com:non equity rep:'~zented only about 31% 
to 32% of SoCal'z total capitalization. We believe the present 
co~mon ~quity ratio of about 37% together with a long-te~ debt ratio 
of 44~ is more reasonable, balancing safety and economy. 

~mm~ry of Earnings 
The information shown in Tables 8 and 9 reflects SoCal's 

:J.d,J uztcd f:,ztimates, the staff's ezti::'.!ltes, the effect of disputed issues, 
[';BTA •. ').!"IC adopted rev~nuez and expenses for test years 1982 and 1983. 
'rh~~ eff0ct of' ERTA in the ado::>ted zum."n3.~y of earnings is a $334 ,500 
!ncrp.use in the revenue requirement tor 1982, a $359~400 1ner~aze in 
lq83 (or a $24,900 increm~nta1 reven~e requirement increase over 1982). 
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He have t'0c<:ntly Cl.doptC'e a gcne:oal policy l~uide11ne for 

.l.arl~(!r' w:.d,(~r utilltle:;, of o.utho:::-izing no ~atc lncr(:.'a:;~ g:'C'f;l.tCt" 

than 50% during any single year to mitigate the ettect of large 
1ncreo.se~ to cu~tomer~. Without this guidel~ne we would authorize 
in this proceeding an increase o~ 63.9% or $8~8,OOO in 1982, and 
additional increases of 10% or $226,300 in 1983, and 6.9% or 
$175,000 in 1984. By holding the ~irst year increase to 50% we 
will be granting SoCal a revenue increase o~ $663,700 in 1982. The 
adjusted dit~erence in revenue between increases ot 50% and 63.9%, 
plus interest at the adopted rate ot retu~ tor 1982, we will add to 
the new revenue we are granting SoCal tor 1983. This will ensure 
that the total ~~ount ot new revenue granted over the three-year 
period 1982-1984 will not be diminished. The calculations showine 
these adjustments are set forth in Ap?cnd1x E. 

SoCal had sou~~t in its a??l!cat!on revenue increases 
through 1982 of $811,000 and $189.500 tor 1983. SoCal did not 
technically :!l~ an ~~ended ap?l~cation to request additional 
revenues. Wh1l~ w~ ca~~ot autho~ize more ~n revenues than ~equested, 
in this case we believe an exception is warranted. We are requi~ed 
by federal law to set rates r~cogn1zing tax expenses imposed by 
ERTA or hav~ SoCal ~un the risk c~ losing its eligib11ity tor 
accel~rated dep~~c1at1on. Tbis application was tiled before passage 
or ERTA and so d1d not include its eftects. When the eff~cts beca~e 
known, So Cal turnish~d notice to its rate?ay~rs and produced 
w1tn~sses and t~stlmony in zup~o~ of the increas~d amount, SoCal 
~hould also havp. amended its application to reflect the increased 
rev<:-nl.4'::" requ1~e!':'lliont but 1 t did not. It would be ad.~1nistratl vlC!ly 
cumb~r30m~ to require it to do so now. However, since notice has 
been ?~ovid~d to custome~s (~~d SoCal bas supported the addit10nal 
r~quest) we w111 authoriz~ it without requiring ~~en~~ent 0: the 
npplicat1on . 
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• Soutbem Cali!orn1a. Water Cac.pa:cy 
B1g Beer Dutr1et 

COMPARISON Sv.P'F 1JCD U'I'ItI'!! s~ or ~ 

'tea't< roar 12;02 : Teat rear 1903 . : 
. 

. .. 

: Item : sta.!! : U't':l1 ty : StAt! : Ut1l1 tI : 
(Dollars in ~) 

?resent. R&te~ 
Operat.ing "'Revenues $1,327.4 $1,296·0 $1,386.1. $l.,339·5 

£eera.t~ ~e5 
pUrebue4 water 3.3 3.3 3.3 3.3 

P\U"chued. Power 142.8 179·2 l5O .. 7 l85.3 

Pay1'OlJ. 229.0 262.5 248.4 305.1 

Pureb.&sed Serv1ee. l68.9 166.6 18~.8 189·7 

Other OU( ~e. 82 .. 3 86.5 89.8 100.4 

J,N; :Expcrnaes 113.$ l.25 .. 8 122.2 140.9 

G.O. Allocat:1on 65.9 69·3 7l.2 78.5 
Depree:1at1on Expense l15.6 175.6 208.2 202.4 

'boons Other Tban 'Income ~.2 73.6 78.l 86.2 

Subtotal :1.,.5 l,lli02.4 1,151.7 1,292.4 

Uncollectible. 3.7 7.8 3·9 8.0 

Loe&l l"nneb1ae 'taX 1l. .. 6 U .. 4 12.2 U.S 

• ccn (£4) (27.4) (~ (~ 

l"IT betore nc (56.3) (30.4) (l05.9) (69.7) 

X'1'C 
~ 

(56.3) (30.4) (105.9) (69.9) 

Tot&l 0pere.t.1ng ~e. 968.4 i103.~ 1029 .. 7 1196.9 

Wet Opera.ting ltovenuea 339.0 192 .. 2 3S6.4 142.6 

Ra.t.e :SUe 6614.3 6515.1 7672.9 6974.8 

'R&t.e of Ret.un 5.131- 2.95- 4.64 2 .. 04 

Pro~se4 Ra .. tea 
Opeftot~ Revenues 2470.0 2496.0 2740.3 2793 .. 2 

2P!ra:ting !:xpcae. 
SUbtotal l,05O .. $ 1,142.4 l,157 .. 1 1,292 .. 4 

ttAcollect1".,lea 6.9 11.1 7.7 l2.1 

Loe&l l"raneh1ae 21.7 22.0 24.1 24.6 

ccn 87 .. 0 86.4 90 .. 3 92.3 

m 'before nc 4l3.3 463.4 450 .. 7 527.8 

l'!'C 
FIt 413.3 463.4 4~0,7 ~~71~ 

'.total Opera.t1Dg Expenae. " 1579.7 1725.3 1130.5- 1949.2 

lfet Ope%'ILting Revenue. 890 .. 3 770.7 1009 .. 8 844.0 
6614.3 6515.1 7612 .. 9 6974 .. 8 

R&te Be,ae 

• Rate of Ret.urn 13 .. ~ 1.l.8~ 1.3.1~ 12.lOS 

(!'-2t1 W ti4\ili) 

11 Include additiOM.l :revenue requ1:rements due to Economic Recovery Tax Act of 1981. 
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soutbem Califoro.i& w .. ter C<:ap&ny 
B1g Bear D1atrl.et 

JJX)P't/!:D ~ or ~ 

~ ':tes't : ".t9st . 
Item : Year rtr~ : year 1¥3 

(Do 1n 'rhoa.lIDdS 

Present Ra.tes 
Operating Re'Yell.uea $:1.,327.4 $1,;,86.l. 

~:ra.t1zlj Expenaea 
PurebUed wAter 3.3 3.3 
Purcb&se4 Power l64.7 l.72.4 

~U 
229.0 248.4 

Pvebued Services 168 .. 9 185.8 
Other O&K Expensea 82.3 89.8 
AJ,I;. l!XpeDaea m.8 l.22.2 

G.O. Alloe&t1oIla 65.9 7l..2 

Deprec1&tion Expenaes 175.6 208.2 
TaXea Other '.rban 1Jleome 62.2 78.1 

Subtotal. l,072.7 l.,l.19·4 

Uncollectiblea 3.8 4.0 

Local !'nD~ Tax u.8 12.4 

cc::r.r (~ (~ :nr before I'l"C ( . 
r.cc - -
nr ~5'.S~ ~lls·il 

Total Open.t~ Expenses 99.; 1,046. 

Net Oper&t~ Revenues 328.1 34.5·7 

Rate Base 6,6l4.3 7,672·9 

:Ra.te of Return 4..9f:!!, ;"5l~ 

!!?posed Rate. 
Opera't1Dg ReVenues 2,175.9 2,498.4 

Oper&t1:og ExpeD.sea 
Subtotal 1,072.7 1,179.4 

04coUeetib1ea 6.2 7.l 

I.oeaJ. l'raneh1se 19.3 22.2 

ccn 57.0 65.2 
FI'l 'before nc 28).2 ;)I..,2.l 

r:c 
m 28).2 342.l 

'l'otaJ. Opera.ting Expenses 1,2138.4 1,616.0 

l(e't Open.ting RevenueG T37.~ 882.4 

Ra.te 3Ue 6,614.3 7,672.9 

Ra.te of Return ll.l~ ll .. ~ 

(Neg&tive F1gUre) 
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The 11.157. and 11.507. returns on rate base we are 
authorizing for 1982 and 1983 will result in revenue increases of 
63.9k or $848,000 and 10.01. or $226,300, respectively. The ll.877. 
return on rate base for 1984 will give effect to 'financial 
attrition of 0.37%. 
Net-eo-Cross Multiplier 

Staff·s net-to-gross multiplie. of 2.073 is based on the 
following percentages: 

California Corporate Franchise 
Tax Rate 

Federal Income Tax Rate 
Uncollec~ible Rate 
Franchise Rate 

9.6i. 
46.0 

0.279 
O.SS 

The net-to-gross multiplier represents the change in gross 
revenues re~uired to produce a unit change in net revenues, i.e., a 
change in net revenues of $1.00 re~uires a change in gross revenues 
of $2.073. 
Operational Attrition in Rate of Return 

SoCal has requested step rates for the years 1983 and 1984 
baseo on test years 1982 and 1983. To compute operational attrition, 
the staff estimated both 1982 and 1983 revenues at present rates 
an<i estimates o~rational attrition in the rate of return of 0.457.. 
Recognition of an adjusted rate of attrition between 1983 and 1984 
of 0.301. will provide SoCal with revenues adequate to compensate 
for the increase in main replacement program fr~ $500,000 to 
$1,000,000 in 1983 and 1984 which we are ordering in this decision • 
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Total A~~rieion Allowance 
To~al attri~ion allowance for 1984 is 1.12~ on 1983 

rate base. Applicatio~ of a ne~-to-gross mul~iplier of 2.0731-
will produce further revenue increase 10 1984 of 6.97. or 
$175,000 over the 1983 authorized revenues. 

Rate Design 
SoCa1's ~resent rates in the Big Bear District apply 

generally for metered service. The exception is the flat rate 
service provided in the Fawnskin area of the dis~r1ct. Its 
tariffs also have rates for puolic fire hydrant service. Table 10 
which follows shows SoCal's present rate structure wi:hin the 
Big Bear District both for quantity rates and service charges • 
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TAbL~ 10 

A PP!.'! CA'B!tlTY 

,l'E'RRTTORY 

Within the established Big Bc~r District. 

first 
Ncy.t 
Ov~'t 

SOO c~.f:., ?C'l." 100 cu.:t. 
1~.500 cu.ft., ~er 100 c~.!t. 
lS,OOO cu.!t., ,cr 100 cu.::. 

.... ". .. 

....... 
$e'l:'Vlce Ch:l'rgc: 

For 5/S Yo 3/k~inch meter ... ,. .... " .. "' ..... . 
For 3/4-i~ch meter ••••••• # .......... . 

For l-ineh meter ... ,. • " ,. ... III II •• " " " ... 

tor 1-1 /2 .. inch meter 
For 2-ineh meter 
For 3 .. inch m~ter .. " . ,. ,. .... " .... " .... 
for t..·lnch meter ...... ,. " . " " " " ,. .... " ... 
For 6-ineh meter ...... " " . " " ............ .. 
For &-ineh meter • ,.. " " " " III .. " .. ,. • " ..... 

Pcr 'Xe:er 
Pe'l." ~onth 

$ 0.25 
0.833 
0.587 

$ 6.21 
9.20 

13.00 
17.00 
23.00 
1..1.'00 
55.00 
91.00 

l35.00 

'!'hC' Service Charge is a rca~i~css-to-SC'l."VC 
charge ~,plicable to all metered service 
an~ to which is to be Boded the Guantity 
ch~r;e co~~uted a: the Quantity ~tes. 

n.re ?ro-
tcction 

SurcnArgt' 
Per ~e:~r 
Pe'l." ~oTlth 

SO.l2 
0.l5 
0.20 
0.26 
0.36 
0.6.!. 
O.tll) 
1 .. 40 
2.0b 

The ut(.!' !or c:u~nt~':ic:\" of w:.ter usc~ ~bov~ 500 cu.!t. 1nc:ud4.' ./In 
amount per 100 cu.ft. sr~ntc~ ~s o!:set r~tcs os sh~ bclo~~ 

Of.fset Offset 

Advice C?1JC SUj)j)ly 

l.ctte'r R<:solution :Date Rate Co~t 

'Nun-.be l' ~tr.I'bc't 'Ei=!t'ctivc 'Tlc'te3s~ 

Included 
in 

Rate-~ 

568-~ ·w-:62b k-18-S0 10.toe 10.4c 
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The present rate structure is a lifeline design, specifying a 
charge per 100 cu. ft. (Ccf) for the first 500 Ccf. SoCal proposes 
~o ~e~inate the lifeline design and name as quantity rates one flat 
rate for all water delivered per 100 Ccf. 

Han testified for the staff with respect to rate design. 
His recommendations are contained in Chapter IV of Exhibit 28. He 
states that the majority of the customers in the Big Bear District 
are weekend vacationers with second homes. He notes that the 
average monthly consumption per customer is only about 6 Ccf, 
compared with typical monthly use in the southern California area 
of 20-25 Ccf. Han testified tbat variable expenses related to 
water production account for only about 161. of total expenses, 
excluding income taxes and return. He further notes that plaut 
investment related to water production amounts to 14% of the total 
net depreciable plant in service, and therefore approximately 847-
of the expense and 861. of the plant invesement relating to water 
production is fixed. Currently, Han states that the service charges 
in the rate structure provide about 657. of the revenue requirement 
with the quantity charges prOViding the remaining 351.. Han believes 
that in the Big Bear District it is proper to allocate more of the 
fixed costs to the service charge portion of the rate structure. 
He recommends that the rates be designed to produce 751. of the 
revenues from the service charges, and 25% from quantity charges. 
SoCal concurs with this recommendation. 

With respect to soCa l' s proposal, that the current three­
block quantity rate structure be redesigned into a single block, 
Han believes thole such a simple structure would not provide the 
flexibility necessary to produce fair recovery of cost of service 
from different classes of customers. He recommends that t:be current 
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three-block structure be retained. He further recommends that in 
order to provide a differential of 25% between the lifeline and 
average rates. there be no increase over the present 25¢ per Cef 
for ~he first 3 Ccf. 

We have commented recently in other proceedings with 
respect to the negative effects upon conservation efforts of rate 
designs which allocate larger portions of the rate structure to the 
fixed charges. (See for example D.93845, dated December 15, 1981, 
in A. 60567.). However, we believe, in light of the circumstances 
surrounding this district, that the recommendations from seaf£ and 
SoCal with respe~t to the greater allocation of rate responsibility 
to fixed charges should be adopted, chiefly because vacation home­
owners will then bear a more equitable po=tion of the responsibility for the fixed 
costs required for the syStem to opc:X'.ltc successfully and to be rrode:ni7..ed. 

We find that the single-block commodity rate structure 
recommended by SoCal would not provide sufficient flexibility to 
produce fair recovery of cost of service from the different classes 
of customers and th3t the three-tier system presently set forth in 
SoCal's tariffs should be retained. Furthermore, as recommended 
by the staff, in order to provide a differen~ial of 257. between 
the lifeline and average rates, we will au~horize no increase for 
the first 3 Ccf of water 9 and will adopt uniform percen~age increases 
to be applied thereafter. 

The same percentage increases applied to the metered 
service over 3 Ccf for the metered cu~t~crs should be ap~lied to 
the Fawnskin a=ea where flat rates are named in SoCal·s tariff. 

In the circumstances the staff rate design is reasonable and 
will be adopted in this proceeding . 
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Findings of Fac~ 
1. Al~hough SoCal's water quality is satisfactory, the service 

territory in its Big Bear District is not efficiently served. 
2. Unaccounted-for water in the district is estimated to range 

between 32% and 41% per ye~r of to~al water supply. 
3. The high rate of unaccounted-for water is due to numerous 

leaks and to SoCal's bleeder program, which is necessary in order to 
prevent freezing in the pipes during cold weather. 

4. A number of fire-flow problems have been experienced in 
the dis.trict. The principal problem--low pressure--is due to leaks 
and undersized pipes installed by predecessor operators of the system. 

S. In order to elimi~te all leaks and bring fire flows up to 
current GO 103 standards, about 459,000 of the system total of 
800,000 ft. of main needs to be replaced. Total cost of this main 
replacement would be about $25 million • 

6. SoCa1 has replaced about 6,800 ft. of main per year during 
the three-year period 1978 through 1980. At this rate it would eake 
67 years to complete the replacement program. 

7. Staff recommends that SoCal spend $500,000 during 1982 and 
$1,000,000 per year after 1982 for main replacements. 

8. Adoption of the scaff-recommended main replacement schedule 
will enable SoCal to more effectively continue its program for 
remedying the leakage and fire-flow problems. 

9. A study was commenced in 1978 to determine the estimated 
safe-sustained ground-water yield available in Big Bear Valley. 
This study also projected population growth and water demands for 
the valley. 

10. The results of the study indicate that SoCal will have a 
need for a water source, in addition to available ground water, at 
some time in the not too diseant future in order to meet the demands 
of the projected increased number of customers • 
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ll. SoCal determined that it would be necessary to use 
Big Bear Lake ~s the source from which to provide the additional 
water necessary to meet increased cus~omer demands. In this 
connection SoCal initiated plans for the purchase of land and 
construction of a filtration and treatcent plant. 

12. The costs for land and plant were originally estimated 
by SoCal to be $75~OOO and $100,000) respectively. It was not 
until a few days before the hearing that the scaff was informed 
of a drastic upward revision in the estimated costs. 

13. The combined costs for land and plant are curren~ly 
estimated to be between $1.5 million and $2 million. Tbe plane 
would more than double SoCalfs water-producing capaeity in its 
Big Bear District. 

l4. The staff has not been afforded adequate opportunity to 
investigate the need for a filtration and treatment plant of the 
capacity contemplated by SoCal, nor to determine whether the 
associated cos~s for land and plant construc~ion are reasonably 
prudent. 

15. SoCal may file a separate application for a rate base 
rate increase, which will give the staff time to properly study 
the need for and projected costs of the proposed plant. 

16. The SoCal projected gravity water production ~ the 
Big Bear District is more reasonable than the staff's 
since it is based on a broader range of experience than the 
staff's estimate. 

17. The reco~ndation that SoCal be ordered to use fire 
hydrants for which it can expeditiously obtain replacement parts 
is reasonable. 

18. SoCal has not locked bleeding valves as ordered in 

D.8770S. SoCal has experienced tampering with ~hese valves since 
D.87708 was issued in August 1977 • 



. . 

• 
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19. Cap1t~11z~tion r~t10: ~ct fortn in Tabl~ 7, together 
with co~t factor:, we1ghted co:tz, and a:ter tax interest coveraz~:, 
f:'l.1.'t'ly portray e~t1mi-l.t~d debt and equ1 ty costs SoCal will experience 

d~rine the period 1982-1984. 
20. A constant rate or retu~ or 15.0% on co~~on equity during 

J ()8:'-19811 will afford zoe;).). opportunity to Nl.rfl !"eturns on rate-
base or 11.15%, 11.50%, and 11.87~ during 1982, 1983:0 and 1984. 

respectively. 
21. ~oCal 1: receiving a return on c~u1ty which is one-half 

percentaec point h1gher than that allowed in co~?arable districts in 
order to finance the ma1n improvement prog:"a.-n ordered in this decision. 

2~. Due to our ord~r in this decision that 30Cal epond Zl~OOO.OOO 
('or' m:lin replacement dour'1ng 1981.\, SoC:!.l will ~u!"1'cr opcra\,ion:l.l 
attrition between 1983 and 1984 of 0.75% and financial attrition 

during the e~"lle p~riod or 0.37%. 
23. Information shown in Tablez 8 and 9 properly reflect the 

conscquenc~c of ERTA and of our decision in OIr 24. 
• ?ll. Thp. lM..1or1ty or customers in SoCal'z Big B~ar District 

corl::l:~tz of- wl!(:kcnJ vJ:::lto!"~ with :;ccond homc:~. I\vcr-:;.f';<: ~:;(: pi"f' 

• 

month is only about Ccf. 
25. Var1able expenses account for only about 16% of total 

0xpcnzcs~ excluding incomo taxec and return. Approximately 84% 
or 0xpcnzez ~re related to fixed coete. 

26. Current service charges provide 65% of district revenu~ 
r~qu1remcnts. Staff bclievc~, and SoCal concurs, that the rate 
ztructure should be dc-signed to produce 75% of revenues from the 
c~rv1c~ charges. Such a design would more equitably allocate fixed 
co~t5 between permanent residents and vacation homeo~~ers. 

?7. Retention of tbe current three-blOCk quantity rate structu!"e 
will provide th~ flexibility to produce fair recovery of cozts of 
~erv1c~ .trom the different clascez of cu~tomer:. 

28. The star~ reco~~endz that in order to provide a difrerential 
or ~?% b~tween lifeline and average rates, no increase be authorized 

ror the ti:"zt 300 Cer . 
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29. A11ow~ncc of ope~ational attrition of 0.3~10 between 1983 

and 1984 will provide SoCal with the income to fin~nec $1,000,000 

in main repl~cement durin] 1984. 

Conclusions of Law 

1. Revenue increases of $848,500 or o3.~10 for 1982, $220,300 or 

lO.~jq tor 1983, and $175,000 or 0.9% for 1984 are ~easonab1e based 

upon adopted rcsu1t~ of operations for SoCalfs Sir Sear District. It 

is also reasonable in thiz proceeding to limit increases in any 

single year to 5~1o. Increases thus granted will amount to $663,700 in 

19132, $580,100 in 1983, and $17,200 in 1984, and will mitiqtltc the 

cffect on customers of large inc~eases without diminishing the total 

new rcvcnu~s we arc 'J~tlnting SoCal durin; the period 1982-1984. 

2. In order to ensure that the leakage and fire-flow proolcms 

found to exist in the Big Bear District are remedied within a reasonable 

time f~~c, SoCal should be o~dered to spend at least $500,000 durin; 

1962, $1,000,000 in 1983, and Sl,OOO,OOO in 1964 for main replacements • 

3. If by the end of 1982 SoCal doe~ not complete the 

improvements ordered in this decision for 1982, itz authorized 
return on equity ~houlcl be reduced from 15~ to 14.5%, r~tcs 

in ~oC~l's ~ig ~e~r ~istrict Z~Ou1d 00 reduced to reflect 

thi1o: l.'l'W'",r return on ('quity, and rcvenuC'~ ,:,lready collected olttributablc 

to the difference between <l 14. S% and 15% return on c'luity ~houlc1 1>c 

refunded. The lower rates will remain in effect until ~~e improvements 

are completed and SoCal receives au~~orization to charge ~~e step 

r.)te increase au~~orized in this decision. 

4. If SoCa1 ~eceives the step rate increase for 1983 authorized 

in this decision reflecting a 15% return on equity ~ut fails to 

complete the improvements for 1983 ordered in this decision by the 

end of 1983, its return on equity should be reduced from 15% to 

14.5%, rates should oe reduced to reflect this lower return on 

equity, and revenues collected in 1963 attributable to the difference 

between a 14.5% and 15% return on oqu~ty should oc refunded. The lower 

rates will remain in effect until the improvements are completed and 
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SoCal receives authorization to charge the step rate increase ~~thorized 

~n this decision. 
s. soCal should not be allowed to include any expenses, 

including cost of land, in its 1982, 1983, or 1984 capital bud3ets 

which miqht be incurred in connection wi~~ its proposed filtration 

and tre~tmcnt plant until it may be so authorized by subsequent order 

of this Commission. 
~. SoCa1 should ce authorized to file the rate schedules 

attaChed as Appendixes A ~d S, subject to the conditions set forth 

in Conclusions 7 and 11 • 
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'(. 'Ithc :Jt,:.l.l'l":; r':L1,," Ut.::; lL~11 L; r'(::L:~l.)na.ul': and :~II()I.L I.d th~ adopt-cd. 

8. The lncre~sez in r~t~z and chargcz authorized ~rc ju~tir1~d 

and ren.::;onable ~nd prezent rates and cho.rge::;, insof::l.r ao. they differ 

I'r'om tho~c prc::;cr1'bed, o.re for the futur¢ unjust and unrea::;onablc. 

9. ')'he fur-thcr incrca.::::ez o.uthoI"1zod in Aj:>pend1x B should be 

,").np!'opr1o.t~lY modit1cd in the event the rn.te of return on ra.te ba.::::e. 

ad.J 1J::t(:d 1;0 r'c f'l(.'Cl, th~ rn.tc:::: then in effect, and normn.1 rntcmal<1nr: 

:~d.j u.~;trfLIml,,!j 1'01" the 11> monttl~ cndcu :;r:ptcmbcr 30) 1982 Dono/Or' 

~~ptcmber 30, 1983, exceed the lower of (a) the rate of return found 

!'~a::;onn.b1C' by the Commic::::10n for a:pp11cant during the corre::::ponding 

period in the mo::;t recent rate decislon, or (b) 11.15% for 1982 and 

1.1. 50% t'or 1983. 
lO. ;:o(::tl ,~~ P!'();1(~\!t('d r:l·:\vi.ty watC"" pro.Jcc\il(H'I I'or t1;~ B.1I,~ 

1',<;ar l.)ictr.l.ct ::::hould be adopted. 
11. SoC~l zhould uze ~ire hydra~tz i~ its Big Bear Diztrict 

ror' which it can expeditiouzly obtain ::-eplacement l'a::-tz. 
12. SoCal zhould lock all above-ground bleeding valve:::: in itz 

Hjf~ H<:':lr D:t::::trict • 
,U. 'I'he ztep rate increasez authorized by this decision tor 1ge3 

:Lrld 1981~ ~hould. be condl tioned upon SoCal' s comj:>lction 01" at least 

*500,000 in ~1n replacements in 1982 and $1,000,000 in main replace-

TONltz in 1983. 
14. Because of the 1~~inent need for additional revenue, the 

rollow1ne order should be effective the date of z1gnature. 

ORDER 

(T rs ORDERED that: 
1. Southern California Water Company (SoCal) i:::: authorized to 

r1l<' for it:::: SiC Beo.r District, effective tod.ay) the revized rate 

~~Ct1C'du1cz in 1\ppc-nd1x 1\. The filing sha.ll comply with Ceneral Order 

«(~O) 96-A. The rcvizcd schedulez zhall apply only to zervice rendered 

on :J.nc.i atter thl)ir ctfecti ve date, zubj ect to retund provld.ed bo1ow. 

;>. By October 15, 1982 and 1983 SoCal ::;ha11 file progress :r'(:por·t:; 

wi th 1~rJi: Com:n15zion dozcrib1ng the improvements ordered 1n this deci::::ion 

lor thO~0 two yea!'s. lt shall also file a repo::-t dezcrib1n~ it~ fire 

hydrant malntenance pI"ogr;l.'11. If, upon r~view of SoCal'::: re?ortz ror 

1932 the CO~'1117.s1on ~1nd$ that SoCal haz not completed the imp=ovement 

plan :l:~ ordered) the Co~~izz1on shall by further order reduce SoCal' z 
~t;'tl.l.T'n on cqu'lty ('rom 15't to 14.,::: :).nr1 r('qu1r~ SoCal to r<-fund $19,500 
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to it: B1e Bcnr District cuztomer= ~nd to roduco it:; rate::; by that 

~ount. rf the Cornm1::;::;ion finds that SoCal has not completed the 

Improvomcnt~ for year 1983 1t shall reduce SoCal'z return on equity 

J',I."UUl ,I ~.)% t.o 111. ~% ~nd rcqu.1t'c J. t to !'cl'u.n<J $28,600 to it:; Big .eear 

Dl:-;tric t cu::;tomcrs and to reduce its ratez by that amount. 
I 
.J. On or' afte!' Novembor 15" 1982, SoCal is ~uthor1zcd to i'llr.: 

:~n a.<lv:J.C(~ lottcr" with appropriate workpaper:;, requesting the step 

r:.Ll,': .i.nc r'ca!';',:::; ~tto.chcd to this order as Append1x B, or to file a 

1<:~:;(1r' Incrc:).cf.: which include: a uniform cents per 100 cubic fccot 

of' W:l.t.(~!' ud,lustrnent from Appendix B in the event that the Bir.; Bear 

D1strict rate of return on rate base, adjusted to reflect the ratez 

th<:n 1n effect and normal rate~~king adjustments for the 12 months 

0nuine September 30, 1982, exceeds the lower of (a) the rate of 

roturn found reasonable by the Co~~isz1on for SoCal durine; the 

corre~pond1ng period in the then mo~t recent rate decision, or 

(b) 11..15%. 1'h1.:.: tiline :;hn.ll comr>J.y with CO 96-/1.. The requc~tcd 

:it.r:~p rate:'; zho.l1 b0 review~d by tho ct.afr to determine their conformity 

w.l. th th~l::; ordcl" o.nd ~ba11 go 1nto effect upon the sta!'f' z determination 

of conformity. But the ztaf! shall 1n:orm the Co~~iss10n i: it finds 

that th~ propo~od etep rates are not in accord with this decision, nnd 

l.t,l: (;')rmnl;j:;j,<'HI TniJ.Y th(.:n mod:try the incr'!:..L30. 'l'h<: crrr.:ctlve un.to ot.' 

l~hQ rcvl:::Qd ::;chedule zhall 'oe no earlier than .1anuary 1, 1983, or 30 
d:1Y::; :lfter the filing of the :tep rate, whichever is later. The revi:::ed 

~choc.!ulc zhall apply only to zervice rendered on and after 1t:::: 
c(,l'cctlvC' d:·lte. 

II. On or after November 15, 1983 So Cal is authorized to rile 

n.n tldv1cr: let.ter, with appropriate workpaperz" requesting the step ra.te 

inc~'n~p: ~ttnched to th1z order a::; Appendix B, or to file ~ les::;er 

irt~r'(:n:':0 which Jncllld(~:.: 0. lln1.torm c('ntr. PCl'" hundred cub1c r~et of water 

:J.dj ll:~ tw(:nt trom ApP("ndlx B in the event tho.t the Blg Bear D1strict rate 

I) r' r'<:turn On r.::l.te base, adj uzted to reflect the r3.tes thcn in .;.:orrect 
~nd normal ratomak1ng adjustments for the 12 month::; ending September 30) 

J.9B1) cxcr.-cdr. :ho lower of (a.) the rate of return found rc-a::;orHJ.blc by 

1;1Ir.' Cl"}mrn~r.:~1 on for SoC~l during thr:- co:-rcspond1ng per10d in th0 then 

nt)st (ocont r.:ltc- dccicion, or (b) 11.50:t;. Such filing shall corra::>ly with CO 96-A. 

The t«({lI0ct<.:.(j stcop ro:ltoc zh.;)ll be revicwed 'r:N the !';t:Jff to det:ermin~ th~ir ~f.'t")r.mit'l 
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~ with thl~ order and ~hall go into effect upon the ~ta~f'z determinat10n 
of conformity. But the =ta!'i~ =hall inform the Commlzzlon if it find::; 
that the propo::;ea step rates are not in accord with thl= declzlon, 

~ 

• 

::ma the: Commi~:;ion may then modi!'y the inc:"ca::.e. The e1"fecti ve date 
ot' the !'cvi:ed schedule =hall be no es:"lier than January 1, 1984, 
or 30 dayz ~rtcr the filing of the ~te? rates, whichever iz lat~r. 

5. The otep rate increase::. authorized in Ordering Paragraph::. 
2 and 3 ::.hall not become e::ect1ve unle:;s SoCal completes the 
portion:; 01" its main replacement program de::.cribed in ConclusiOns 2 
~nd 11. SoCal ::.ha11 file appropriate wo:"kpsperz evidencing completion 
of these portions of' the program with its advice letter filing:=. for 

~tcp rate increases. 
G. SoCa1 shall keep locked all above-ground bleeding valves 

in it::. Ble Bear District. 
7. ZoCal shall ~n1y use fire hydrants in its Big Bear D1strict 

rOI' which it can cxpcditiou::.ly obta~n replacement part:::.. 
8. By M~y 1, 1982, soCal shall ~ail to all its customer:::. in 

thiz district a bill 1nzert notice az zhown in A?pendix D. 
Thiz order is effective today . 

Dated 
Ca.lif.ornia. 

..-. _______ ~M~u~r~c~h~1~6~,~1~9~8~2 ___________ , at San Pranci~co, 

JOHN E. BRYSON 
President 

RICHARD D. GRAVELLE 
LEONARD M. GRIMES, JR. 
VICTOR CALVO 
PRISCILLA C. GREW 

Commission~rs 
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AP?LICABItITY 

APPENDIX A 
Page 1 

Schedule No. BB-1 

Southern Cal1!ornia W~ter Compa.ny 
Big ~r District 

CF:JEAAI. ~ SZINICE 

Appl1e!l.'ole to gene%'1l.1 metere<! ~ter :service. 

TF.RRITORY 

Within the e:ta'olished Big Be~r Dictriet. 

FATES -
Per Meter 
Per Y.onth 

Fint. 
Next 
OVer 

300 cu.f't., per 100 cu .. tt.. 
14,700 cu.tt., ~r 100 cu.rt .. 
15,000 cu.~., per 100 eu.rt. 

........ 

......... 

Service Cha.rge: 
For 5/8 x 3/4-inch meter •••••••••••••••••••• 
For 3J4-1neh =e~er •••••••••••••••••••• 
For l-1neh meter •••••••••••••••••••• 
For 1-1!2-ineh meter •••••••••••••••••••• 
For 2-1neh meter •••••••••••••••••••• 
For 3-inch meter •••••••••••••••••••• 
For 4-inch meter .................... . 
For 6-1neh meter .................... . 
1"0:- 8-ineb ~ter ...................... . 

The Service Chnrge 1= & rea.dines$-to-s.erve 
eMrp;e a.l'l)lielS.'ole to ~ll meter~ :;ervice 
~n~ to whieh 1~ to be Added t.he 1~ntity 
ehar~e computed at the Quantity Rate~ • 

$0.250 
0 .. 77'1 
0 .. 510 

10.90 
' ..... 00 
23·00 
30.00 
40.00 
72.00 
96.00 

160.00 
236.00 (I) 
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page 2 

Schedule }(o. ~!P'-2 

Soutbern ~li'!orn18 lI'a'ter Coapany 
Mg !ear District 

Applicable to all nat rate ".'t45'r .. erv1ee. 

Co..un1t)" ot l'avna1C1Jl, S4n !ernar<11no Co-.mty • 

RA'l'PS -

70r each e1~le unit of 
occu,.-e.y .......... ~ ...... - .............•...•.... 

Yor each a4d1t1oaAl ~t ot 
oe~acy OIl ea.e "P%'ea1aea and 
IH'rved troa aame aeX""1ee 
eonDect1on ••••••••••••••••••••••••••••••••••••••• 

S11.ltO (I) 

8.ltO (I) 
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A??UCA mUTt 

/\I'I'ENDIX /\ 
".)9~ 3 

Sehedule No. BB-S 

Big Bear Tari!! Area. 

PUBUC FIRE HYDRANT SERVICE 

Applicnole to all !ire hydrant ~ce !urn1Med t.o municipalities, 
organiz.ed !1re d1~riet.s and ot.her j)ol:1.tical ~'odivi:nons o! t.he st.ate. 

TERRITORY 

Within the cstnbl1shed Big Bear Di:5trict.. 

RATES -
For each hydrant . . . . . . . . . . . . . • No Charge 

(END or APPENOIX A) 
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Southern California "Water Compa%IY 
Big ~ar Di&tr1et 

Ee.eh or tbe rollMDg i~ere~G in rateLl mAY "oe put irrto et'reet on tbe 
1~1eated date ~ riling & rate sebedule vh1eb Adds tbe appropriate i~rease 
to tbe rate vb1eh vo~ld ot~De ~ in erree~ on ~bat d&'te. 

~-l ~:r'al ~~ ~iee 
Et'tect1ve De.te 

1-1:S3 l-l-:sr; 

Sen1ce Cbal'fies 

For 5/8 x 3/4-incb meter S 2.75 $0.00 

For 3!4-1rJ.eb meter 4.20 0.00 

For l-1neb zneter 7.80 0.00 

'ar 1,...1%1eb %Ileter 11.00 0.00 

Far 2-1l)eb me'ter 14.00 0.00 

For 3-~b. meter 24.00 0.00 

For 4-i:aeh meter ,'32.00 0.00 

'lor 6-1%Ieh meter ~5.oo 0.00 

For 8-inebmeter 79.00 0.00 

q-uant1ty Rates 

For the r1rot 300 cu.ft., yer 100 eu.1:"t. 0.000 0.000 
Next 14,700 eu.rt., yer 100 eu.tt. 0.288 0.027 
Over 15,000 eu.:r:t., per 100 eu.tt. 0.217 O.iJ27 

BBF-2 Flat Rate Service 

For 8. single u:ci t of oeeu~ 2.30 0.00 
lor eacb a4d1tioW 'Wl1 t 1.70 0.00 

(l':ND 01-' APPr~DIX :s) 
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• Pa.ge 1 

ADOPTED OUA.~'I'I':IES 
f 

Com'P.vty: $outrlern Cali:t'orn:i a. W.,;t"r Co .. 
Di~tr1et: Big Be.nr D1:striet 

~ ~ 

1. W~ter Production: Cc1'(l000) 1,. l4.I. .. 3 1,.192 .. 4 
Well~: 858 .. 5 906 .. 6 

'?ur<:h~ec1 W~ter: 4 .. 4 4 .. 4 
Surface Water: 281 .. 4 281 .. 4 

2 .. Purehn!'1ed Power 
Eloctr1e Co:rt. .. SUP'Plier: SCE Date: 9-l-19Sl .. 

Kwh: 26,.956 26,.956 
$ per Kwh: $ 0 .. 060760 :;; 0.060760 

Quantity Co:st: $ 1,.638 $ 1,.63S" 
Fixed Cost: $ 2J.0 $ 2J.O 

Totru. seE Cost: $ 1,878 $ 1.878 

Electric Cost: SU'P'Plier: So .. CW' Date: 6-17-1m 
Kwh: 2,.022,.579 2,.135,.356 

$ per Kwh: $ 0 .. 076385 $ 0.076385 
Quo1l'1t1 tY' Co:rt.: $ 1$$.364 $ 16:3,.109 

• Fixed Co3t: $ $,.160 S 5.160 
Total sew C03t: $ 160,.5~,4 $ 168,.269 

Propane Cost: $ 2,.675 $ 2,.675 
Cal: 3,.l2:3 3,123 

$ per Clll: $ 0 .. 856 $ 0.$$6 

Tot.":ll Pow~ Co3t: :;; 165,100 :;; 172,800 

") ?ureh~ed Water E~~e~: ", .. 
Cre~tline-Lake Arrowhe~ WD. D«t.e: 7-l-1978 

Aero-Feet: 10 .. 1 10 .. J 
$ per AF: $ 325 $ ~S 

Co3t: $ 3,300 $ 3,300 

4 .. Ad Valorem TlO!e:!l: $ 1)0,400 $ 57,900 
Tax Rate: 4.32% 4.3Z' 

• 



, 

• 

• 

• 

/I\[ .. l/bwhn • 

M'I'BNDl X C 
Pnr.,e :2 

5. NUlI\b~r of Servie~-~I.et~r :;'1. M: 

578 x '371. 
'3/4-

1 
1~ 
:2 

1()P.' 
9-;;19 

4:33 
82 

'3 
4. 
6 
S 

6. Motered Water S:l.le~ 
RMlge Cd" 

° - ;, 
4. - 150 
Over 150 

7. N\llTIbel" or Serviee 

Comm .. -Metered 
Public Authority 
!ndu,triru. 
Other 

~\lbtotru. 
Comm. F1At.c 
?rivato Fire Prot. 

Total 
Wnt~r Lo':J: 30.0'." 

Total Water Produced 

4'3 
62 

5 
4 

10,348 

19P.2 

1~3~94J.. 
494,029 
123,0'-7 
801,000 

No. o~ ~;erviee~ 
19P.2 1983 

10,316 lO.P.1'3 
r,,. 
,.j '5 
4 4 
3 ?, . 

10, 3M.'· lO.P.45 
57.1 5'37 
16 16 

10.891 11.39~ 

19P.?, 
10,.187 

1.53 
85 
46 
65 

5 
4 

10,.845 

192~728 
516.697 
125,7/5 
834,.700 

U ~:l.".e-r.Ce r 
~ 10P.~ 

t,P.4.4 
~~l.5 

37.5 
...!:U 
P,ol .. O 

717 .. ~ 
·~1.5 
~~7 .. 5 

...!:f:.d: 
R'34.7 

'~57 .'" 
1.19~.4 

"~Fll\.t Rate :;¢rvice: MrlitionaJ. unit.!} .~? !'or 19t~:' IV 19~3 .. 

A.v~· • U!'Jar;e-Ce r Ivr. 
1282 19P.". 

66 .. 3 66 .. 3 
l,.'(.o .. O l,.:?('()"O 

9~38O' .. O 9,380 .. 0 
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Opore:ting :Revenue. 

Operating E:Icf>otI.Ses 
Subtoto.l 

I'ten 

aa.eollect1bl.e. @ 0.27~ 
Loeal lI"raneb.1se @ 0.8&.' 

APPENDIX C 
P&ge 3 

'rot&l. Expenses Exc:l.ud.1ng Inecme 'l'aXes 

lfo't :Before IneaDe Taxes 

n\\S: Depree1o. t:1= - Book 
Less: Inte%'e:;t :Deduet1on 

Ket Before '.tax Depreeio.t1on 

St&t.e Corporate 'traneb15e 'taX 

Loss: State 'taX De]?~e1&t:1on 

Stat.e 'J).Xa.'ble IneOl:De 

CCPT At 9 .. 61, 

:Federal :mecee Tax 

Le&s: e<:::n 
FederaJ. 'l'aX ~~e1& ti= 
PreteX"%'ed. Stock D1 vid.eZld C%'ed1 ts 

Fedenl 'l)a.Xa.'b1e lneome 

FIT a.t ~ 

Gn4~ '!aX. Ad,j. 

r.t'C 

Net to Cross Multiplier: 2.0725~ 

(~~ OF APPENDIX C) 

$2,115·9 

1,072.7 

6.2 
19.3 

l.,098·2 
1,0Tl.7 

l75.6 
308.0 
945.3 

351.4 
593.9 
57.0 

57.0 
269.6 

0.4 
618.3 
284 .. 4 

(l.2) 

$2,498.4 

1,l.79·4 

7.1 
22.2 

1,.208.7 
1,.269.7 

208.2 
398 .. 5 

1,099 .. 4 

65.2 
287.4 

0.4 
746.4 
343.3 
(1.2) 
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APPENDIX D 

Bill Insert for SoCal Cus1:omers 
(Big Bear District) 

Of the $848,500 annual rate increase recently 
granted to SoCal for its Big Bear District DY 
the P~blic Utilities Commission, $334,500 was 
attributable to President Reagan's Economie 
Recovery Tax Act of 1981, which requires the 
P~blie Utilities C~iS8ion to charge ra1:epayers 
for the expense of taxes which are not now being 
?8id to the Federal Government and which may never 
be paid. This expense may increase in the future • 

(END OF APPENDIX D) 
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APmDIX E 

1982 AdO'l=lte<1 AdJustmenta 
(Dollars 1%1 'l'hou..ssnd.&) 

Preeent Rates $).,327.4 

Ado-pt.e4 Rate. 2,175.9 

Inc:reaae 848.5 (63.~) 

~ 
1982 Authorized Rates 2,272.1 

(146.# .. l4 .. 6!-/) 
Ad.o~ Rates 2,498.4 

Increase 226.3 

1284 Attntion Allovanee 

Adopted 118 .. 1 (160.9) 

'!i Deterred. ~unt $848·5 - ~3 .. 7 • $l84.8 

:For 9.5 mcnth& tt21)· $1.46.3 

~ Interest 

1982 $l46.3 x ll.15~ x lOi? :: • $1.4.6 

(END 07 APPENDIX E) 

D1atnbution 

$1,327.4 

1,991.1 

663.7 (~) 

2,079,,2 

2,659.3 

58O .. l 

17.2 


