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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Application g
of the SOUTHERN CALIFORNIA WATER

COMPANY for an order authorizing ) Application 60291

it to increase the rates for water 3 (Filed February 24, 1981)
)
)

Decision

service in its Orange County
District.

0'Melveny & Myers, by Guido R. Henry, Jr.,
Attorney at Law, for applicant,

Richard Rosenberg, Attorney at Law, for
the Commission staff.

FINAL OPINION

In Decision (D,) 93427 and Resolution W~2864, both
dated August 18, 1981, Southern California Water Company (SoCal)
was authorized to increase rates by $681,300 and $116,300 in its
Orange County and Cowan Heights Districts, respectively, on an
Interim basis pending the Commission's decisfion in OII 24
regarding the ratemaking impact of the Economic Recovery Tax
Act of 1981 (ERTA) which was signed into law on August 13, 1981.
On December 15, 1981, the Commission issued D,93848 in OIT 24
which ordered (p. 19) that: '"Conventional normalization methods
shall be used for purposes of the Economic Recovery Tax Act of ..
1981." The decision also concluded (p. 19) that: "The Act should

not be implemented on a companywide basis when district rates are
.Qto" h
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The rates authorized in D.93427 and Resolution W-2864
were established on a flow-through basis for determining income
tax expense; therefore, rates must now be adjusted to reflect
conventional normalization of the Accelerated Cost Recovery
System (ACRS) established by ERTA and the related Investment
Tax Credit (ITC). _

By ruling dated January 27, 1982, Administrative Law
Judge Main directed:

1. SoCal to submit a late-filed exhibit, served on
all appearances, showing the change in:
revenue requirements from

a. Conventional normalization of the
difference between tax depreciation
and straight-line depreciation on
ACRS property and

Conventional normalization of ITC on
ACRS property. (Conventional
normalization of ITIC is to be based
on Section 46.F.(L) of the Internal
Revenue Code.)

2. The Commission staff to review the exhibit
and working papers to determine if addi-
tional hearings are required.

SoCal's late-filed exhibit, which was received February 5,
1982, has been designated Exhibit LF-1, Exhibit LF-1 shows an
additional revenue requirement of $346,700 attributable to ERTA
for estimated year 1982 for the "Orange County and Cowan Heights
districts on a consolidated basis as authorized by D.93427."
Our staff reviewed the exhibit and has determined that the
additional revenue requirement for estimated year 1982 attribu-
table to ERTA is $326,500 instead of $346,700. SoCal has
examined the staff's calculations and accepts them.
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Table 1, on the next page, brings together for estimated
yeaxr 1982 the separate operating results for the Orange County and
Cowan Heights districts, at Interim authorized rates, as set |
forth in D.93427 and Resolutiom W~2864, respectively, and
shows the effects of ERTA on the consolidated results. It
also sets forth the adopted operating results at the final
rates authorized by this decision.

In D.93427 and Resolution W-2864 a return on common
stock equity of 14.35% and a rate of return of 10.697% oun rate
base for 1982 was found fair and reasomable. At the adopted
operating results under iaterim rates (column (d)) the 9.46%
rate of return on rate base is 1.23% below the authorized
rate of return. The additional revenue requirement attributable
to ERTA is $326,500 (column (¢) - column (d)) ard represents
5.18% increase over revenues at interim rates. SoCal will
be directed to mail the bill inmsert shown in Appendix D to
its customers notifying them of this increased revenue
requirement. |

The $326,500 additional revenue requirement should be
spread into rates on a uniform percentage basis, as was doue in
the rate design adopted in D.93427. The rates prescribed in
Appendix A to this decision reflect that rate spread. The rate
increxents for 1983 to offset operational and financial
attrition are set forth in Appendix B to this decision. They

are the same increments prescribed in D.93427 and Resolution
W-2864 -
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TABLE 1

SOUTHERN CALIFORNIA WATER COMPANY
Orange County District
(Consolidated Orange County and- Cowan Heights)

SUMMARY OF EARNINGS
Estimated Year 1982
(Dollars in Thousands)

Interim Rates :
Per tPer Res.: sAuthorized
D.93427 : W=2864 : s¥inal Rates
(Orange Co.: (Cowan :Effect of: Adopted : Adopted

District) :Heights): ERTA : Results : Result
(d) Ce)

(a) W) (c)
$ 5,686.6  $614.9 $ 6,301.5 $ 6,628.0

[ I TN T I ]

0 4 B
*e 2% g0 0 80

Item

Operating Revenues
Operating Expenses

Purchased Water
Power for Pumping
Pump Tax
Uncollectidles
Street Franchise
All Other

Subtotal
Net Revenue Before Income
Taxes
ccrr
FIT Before IIC
IIc
FIT

Total Taxes on Income

Total Expenses

Net Revemues
Rate Base
Rate of Return

1,053.7
651.2
520.5

15.1
78.7

253.9
87.9
2.0'
5.6

1,686,2 163,1

4,005.4.

1,681.2
9%.9:
376.9
(65.9)

311,0

1,307.6
739.1
520.5

1,307.6
739.1
520.5

17.1 18.0

8‘03’ 88. 7

1,849,3 1,849,3.

312.5

102.4. § -
4.9
17.9
Q10.1)
1.8

87.3
76,0
163.3

4,507.9 4,523.2

1,783.6
99.8
482.1

2,104.8
130.6

615,7

482,1

405.9
4,611,3

1,275.3
11,930.2
10,69%

12.7 163.3

525.2  163.3

89.7 (163.3)

839.2

61.00

(Red Figure)

58l.9

746.3
5,099.8

1 ’201 .7
12’ 708.4
9.46%

5,269.5

1,358.5
12,708.4
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Findings of Fact A

1. 7This final decision supplements D.93427 and Resolution
W-2864 by reflecting the ratemaking fmpact of ERTA on SoCal's
Orange County District. The adopted estimates in Table 1 of
the impact of ERTA on mnet revenues, rate base, and revenue
requirements properly reflect the consequences of ERTA and
our decision in OII 24. The adopted tax calculations are
contained in Appendix C to this decision.

2. The rate design employed in Appendixes A and B to
this decision are reasonable.

3. The increases in rates and charges authorized by this
decision are justified; and are just and reasonable.

4. A further public hearing is not necessary.
Conclusions of Law

1. SoCal should be authorized to file the rate schedules
in Appendix A to this decision.

2. SoCal should be authorized to file rate schedules
containing the step rate Increases prescribed in Appendix B
to this decision subject to the conditions set forth im the
following orxder.

3. SoCal should be directed to mafl a bill insert notice
as shown in Appendix D to this decision.

4. Because of the immediate need for additional revenue,
the following order should be effective today.
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FINAL ORDER

IT IS ORDERED that:

1. Southern California Water Company (SoCal) is
authorized to file for its Orange County District, effective
today, the revised rate schedules In Appendix A. The filing
shall comply with General Order Series 96. The effective
date of the revised schedules shall be the date of filing.
The revised schedules shall apply only to service rendered
on and after their effective date.

2. Oun or after November 15, 1982, SoCal is authorized
to file an advice letter, with appropriate workpapers,
requesting the step rate increases for 1983 attached to this
order as Appendix B, or to file a lesser increase which
includes a uniform cents per 100 cubic feet of water adjust-
ment from Appendix B in the event that the Orange*Couﬁty
District rate of return on rate base, adjusted to reflect
the rates then in effect and normal ratemaking adjustments
for the 12 months ending September 30, 1982, exceeds the
lower of: (a) the rate of return found reasonable by the
Commission for SoCal during the corresponding period in the
then most recent rate decision, or (b) 10.69%. This filing
shall comply with General Order 96-A. The requested step
rates shall be reviewed by the staff to determine their
conformity with this order and shall go into effect upon the
staff's determination of conformity. The staff shall inform
the Commission if it finds that the proposed step rates are
not in accord with this decision, and the Commission may then
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modify the increase. The effective date of the revised
schedules shall be no earlier than Jaauary 1, 1983, or 30 days
after the filing of the step rates, whichever is latex. The
revised schedules shall apply only to service rendered on and
after their effective date.
3. Within 60 days after the effective date of this order

SoCal shall mail to all its customers in this district the
bill fasert notice set out in Appendix D.

This order is effective today.

Dated May 4, 1982 , at San Francisco, California.

JOHN E. BRYSON

, President
RICHARD D. GRAVELLE
LEONARD M. GRIMES, JR
VICTOR CALVO - -

PRISCILLA C. GREW
Commissioners

I concur but I would limit the
notice on the effect of the
Economic Tax Recovexy Act to a
single seatence indicating that
an identified portion of the
recent rate increas¢ is due to
the federal tax legislatiom of
1981.

/s/ JOHN E. BRYSON I CERTIFY T
- 2 TEAT THY _
Commissioner WAS APPROVED szf SIE;ETSLOV
COWMI§S;OWE?° A2 AY.




APPENDIX A
Page 1

SOUTHERN CALIFORNIA WATER COMPANY
Orange County District
Orange County Service Area

Schedule No. OC-1

GENERAL METERED SERVICE

AFPLICABILITY
Applicable to 2l] metered water service.

TERRTTORY

All or portions of the Cities of Cypress, Ia Palma, Loz Alamitos,
Placentia, Santa Ana, Seal Beach, Stanton and Yordba Linda and vicinity,
Orange County. ‘

RATES

Quantity Rates:

nr‘t 3w Cubic fﬂﬂt, Nr lw cuoﬁ. GOSS PIOSOITRCLIEITOSS
Over 300 cubic feet, Per 100 ClUefte sevcvscscvccccescce

Bervice Charge:

Yor 5/8 X 3/h‘h¢h DAY ..cccenvsevecrensensssssnsannsas
Jor 3/]'"“@ BELOY cvecevvrvvnnnressssrrscssrncsnss
For 1-inch MELOT cecevsesvevcrscvncrscsvscsnssvess
For 13-1inch BELEr cceceecveccccscacncncrccroccccns
For 2«iNCh DALY .ccccevscassncancssccscnsoscnnne .
Yor 3-inch MOLtEr ..cccvccnmrverrrrrrrrrmrerrennrre
hr h-m‘ uur L A X R X XA X R XL &N 2NN Y YL X AN NS 2 Xy

The Service Charge is a readiness-to-serve
charge applicable to all metered service
and to vhich iz to be added the quantity
charge coaputed at the Quantity Rates.
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APPENDIX A
Page 2

SOUTHERN CALIFORNIA WATER COMPANY
Orange County District
Orange County Service Ares

Schedule No. OC-3M

METERED TRRIGATION. SERVICE

APPLICABILYTY

Applicable to irrigation service furaished on a metered basis to
territory in this schedule.

TERRITORY

The incorporated City of Placentia.

. RATES

Per Meter
Per Month-

Quantity Rates:

Yor all vater dolivtred, Per 100 cuefte ceceseses ‘ 0*336 ‘
Apnusl Service Charge:

Yor 2-1n¢h ..t'r or lﬂll.!' ssosdvevEIRTILESRSbRrE S 91-20
For 3"“&' DAY cvveccrscescsersnsevsasrevesseses 109.20
ror h"'mCh '“.r X I I I s e I I I Ty 2‘30&
nr &mch‘ ..t.r LR A X R A K RN F L RER NN T NN IR YN FT NN NN ﬁs.w.
Yor &uCh netar L R e T T X 609-&

The Service Charge is a readiness-to-serve
charge applicable to all metered service
and to vbich {s tc be added the quantity
charge computed at the Quantity Rate.
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. APPENDIX A

Page 3

SOUTHERN CALIFORNIA WATER COMPANY
Qrange County District
Cowan Heights Sexrvice Area

Sehedule No. Che=l

GENERAL METERED SERVICE

APPLICABILITY

Applicable to all metered wvater service.

TERRITORY

Cowan Ranch, Peacock Hills and vicinity, located two milies northeast
of Tustin, Orange County.

'I’ RATES , |
Per Metexr

Quantity Rates: Per Month

mﬂ 300 C‘ubic fee‘t, per loo Cu-ft- (A XXX ¥3 $O.L¥OO (I)
Over 300 cubic feet, per 100 ctufte <esscee. 0.591 (I)

Service. Charge:

For 5/6 x 3/i-inch meter..eeecencoccenens eeenees $6.00  (I)
For 3/L-inch meter.ceeemnencens 8.40
Por l-inch meter.ccececcescecevccvvosscannccannes L0050
For 1=1/2 10Ch DELEreceercceroscccnancnonens ceee 23.70
For 2-inch meterecececcsses vesessnscasnsnssnsnnes 2heO0
FOr 3=10Ch MELereeveeerersnccornccoracascccssass 36.00
Por Leinch Meter.ccecceccocosansescerncsasconsans #7.00

The sexrvice charge i3 a readiness-to-serve charge
applicable to all metered service and to which is to
be added the quantity charge computed at the Quantity
Rates.

(END OF APPENDIX A)




SOUTHERN CALIFORNIA WATER COMPANY
Orange County District
Orapge County Service Area

AUTHCRIZED INCREASE IN RATES TO SCHEDULE KO. OC-1

GENERAL METERED SERVICE

Bach of the followirz increases in rates may be put into effect on the
ipdicated date by filing s rate schedule vhich adds the appropriate incresse
40 the rates vhich vould de in effect on that date.

Rates to be Effective
1-1-83. ] -

Quantity Rates:

Hr‘t 3w Cu-ﬁ-, Pe!' 100 Cu-ﬂo LI SR N O S N A Y w.‘oogl'
Over 300 cu.ft., per 100 cu.ft. ccercccenrarcesncose 0.013

Service Charge:

For 5/8 x 3/h-inch meter ......... cessecsacesasraren
Por 3/h-1inch meter ceecceroensecereans
ror l-mﬁh Mtﬁr X YN N I I N T Y Y
Yor 1§-l.nch~‘neter csenssecsvencssnnrancsanses
rOz' Z‘InCh IIM [(EE LTI N TR E TN PR N Y TN
Yor 3=inch DOter .ccvevccecnscncnsasancsncen
?01‘ h-inf.'h le‘tﬁr R R R S YWY S NN W R N W e
Yor 6-1DCh MELEY .ccvvernnceccnconcvtnnences
For 8-1nCh MEtET .coivvncrcroncanrronreoionn
rOr lo-mch‘-lﬂer o-t--oo-.‘-.ooo.o.--.-..
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APPENDIX B
Page 2

SOUTHERN CALIFCRNIA WATER COMPANY
Orange County District
Orange County Service Area

AUTHORIZED INCREASE IN RATES TO SCHEDULE RO, OC=3M -

METERED IRRIGATION SERVICE

Each of the following increases in rates may be put into effect on the
indicated date by filing a rate schedule vhich adds the appropriate increase
to the rates which would be in effect on that date.

Rates to be Effective
+ l=)=83

Quantity Rates:

For all vater delivered, per 100 cudte .ececceess. $0.010 -
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APPENDIX B
Page 3

SOUTHERN CALIFORNIA WATER COMPANY
Orange County District
Cowan Heights Service Area

AUTHORIZED INCREASE IN RATES TO SCHEDULE NO. CH-1l

GENERAL METERED SZRVICE

Each of the following increases in rates nay be put into effect on the
indicated date by filing a rate schedule which adds the appropriatc increase
to the rates which would be in effect on that date.

Rates to be Effective
A=1=83

Quantity Rates:
Por all water delivered, per 100 CU.ft. .eceeeecss. $0.004

(END OF APPENDIX B)
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APPENDIX C

SOUTHERN CALIFORNIA WATER COMPANY
Orange County District
(Consolidated Orange County and Cowan Heights)

ADOPTED TAX CALCUIATIONS

1982 Adopted Hates

CCFT . FIT

(A) ' (B)

(Thousand of Dollars)
Operating Revenue $ 6628.0 $ 6628.0;1 _

~ O4M Expenses - 3881.C 3881.0
Taxes Other than Income 212.2 212.2
CCFT 0.0 130.6 ‘
Subtotal 4093.2 4223.8

Deductions from ’l‘e.xubie Income

Tax Depreciation 616.0 L98.8
Interest 558.2 558.2
Preferred Stock Div. Credit 0.0 2.9

Subtotal Deductions nk.2 1059.9

Net Taxable Income for CCFT 1360.6 .

CCFT 130.6
Total CCFT 130.6

Net Taxable Income for FIT
Federal Incooe Tax
Graduated Tax Adjustmont |
Fed. Income Tax Before Adj.
Investnent Tax Credit
Total FIT

(END OF APPENDIX C)
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Bill Insert for SoCal Customers
(Orange County Distxict)

NOTICE

e - —

$326,500 of the recent rate increase granted to Southern California
Water Company for the Oramge County District was made necessary by
changes in tax laws proposed by the President and passed by Congress
last year. This was the Economic Recovery Tax Act of 1981. Among
its provisions was a requirement that utility ratepayers be charged
for certain corporate taxes even though the utility does not have to
pay them. This results from the way utilities may treat tax savings
from depreciation on their plant and equipment. The savings can no
longer be credited to the ratepayer, but must be left with the com-
pany and its shareholders.

For a more detailed explanation of this tax change, send a stamped
self-addressed envelope to:

Consuzer Affairs Branch
Public Utilities Commission
350 McAllister Street

San Francisco, CA 94102

(END OF APPENDIX D)
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Table 1, on the next page, brings together for estimated
year 1982 the separate operating results for the Orange County and
Cowan Heights districts, at interim authorized rates, as set
forth in D.%&? and Resolution W-2864, respectively, and
shows the effects of ERTA on the counsolidated results. It
also sets forth the adopted operating results at the final
rates authorized by this decision.

In D.93427 and Resolution W=-2864 a return on common
stock equity of 14.35% and a rate of return of 10.69% on rate
base for 1982 was found fair and reasonable. At the adopted
operating results under interim rates (column (d)) the 9.467
rate of return on rate base is 1.237% below the authorized
rate of return. The additional revenue requirement attributable
to ERTA is $326,300 (column (e) - column (d)) and represents
5.187 increase over revenues at interim rates. SoCal will
be directed to mail the bill insert shown in Appendix D to
its customers notifying them of this increased revemue
requirement.

The $326,500 additional revenue requirement should be
spread into rates on a uniform percentage basis, as wiks done in
the rate design adopted in D.93427. The rates prescrib\ed‘\ in
Appendix A to this decision reflect that rate spread. e rate
increments for 1983 to offset operational and financial
attrition are set forth in Appendix B to this decision.




A.60291 ALJ/emk

wmodify the increase. The effective date of the revised
schedules shall be no earlier than January 1, 1983, or 30 days
after the f£iling of the step rates, whichever is later. The
revised schedules shall apply only to service rendered on and
after their effective date.
3. Within 60 days after the effective date of this order

SoCal shall mail to all its customers in this disgrict the
bill insert notice set out in Appendix D.

This order is effective today.

Dated MAY 41982 » 4t San Franeillsco, Califormia.

JOIHN E. BRYSO

Dremigont
JUCHARD V. CRAVELLE .
LEONALRD M- CRI\(ES. JR.
VICTOR CALVO- -
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. ' APPENDIX A

Page 3

SOUTHERN CALIPORNIA WATER COMPANY
Orangze County District
Cowan Heights Service Area

Schedule No. Ch-l

QENERAL METERED SERVICE

APPLICABILITY

Applicable to all metered vater service.

TERRITORY

Covan Ranch, Peacock Hills and vicinity, located two miles noxrtheast
of Tustin, Orange County.

. Per Meter

Quantity Rates: Per Month

Frst 300 cubie f”t, per 100 cuefte sesesee $0.2000 EI) .
Over 300 cubic feet, per 100 Cuefte cceceeces 0.591 (I)°

Sexrvice Charge:

ror 5/8 X Bﬂ‘-inch mter.....ooocooo-oootto..tdo ‘6.00 (I)
’02‘ B/h-uCh uurooco.ooo....oo..-o.ooo-.oo-.so.l 8.“'\0

’Or 1‘1nCh Iettr...........u......-..........o. 10.5 ‘
ror 1-1/2 1nch mer‘l...tO...O...O............. 13070
ror 2-mCh nter-o.ooooo-.oooo-o.-ao.oooooooo’.oo0 21.00
Yor 3“inCh MELer  cecsacsssscsonsossnssessncnsans asow"
For h_inch BELeT . cocsassoosssnsscvsssrensosnnres hT.OO

The service charge is a readiness~to-serve charge
applicable to all metered service and to vhich is to

be added the quantity charge computed at the Quantity
Rates.
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APPENDIX B
Page 3

SOUTHERN CALIFORNIA WATER COMPANY
Orange County District
Cowan Heights Service Area

AUTHORIZED INCREASE IN RATES TO SCHEDULE NO. CH-1

GENERAL METERED SERVICE

Bach of the following increases in rates may be put into effect on the
indicated date by filing a rate schedule vhich adds the appropriate increase
to the rates vhich would be in effect on that date.

Rates\to be Effective
1=-1=83

Quantity Rates:
Por all water delivered, par 100 CU.ft., cceesecses $OLO0U
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BSOUTHERNK CALIFORNIA WATER COMPANY
Orange County District
{Consolidated Orange County and Cowan Heights)

ADOPTED TAX CAICUIATIONS

1982 Adopted Rates
W (8
(nousm of Dollars)

Operating Revenue $ 6628.00  § 6628.0 .
OLN Expenses © 3881.0 3881.0
Taxes Qther than Income 2122 212.2
ccre ‘ 0.0 130.6-

Subtotal k093.2 4223.8

Deductions from Taxable Income

Tax Depreciation \ 498.8

Interest : - 558.2

Preferred 8tock Div. Credit 0 2.9
Subtotal Deductions : 1059.9

Net Taxable Income for CCFT
CCrY
Total CCFT

Net Twxadle Income for FIT-
Federal Income Tax
Graduated Tax Adjustment
Yod. Income Tax Before Adj.
Investment Tax Credit
Total FIT




Bill Insert for SoCal Customers
(Orange County District)

One item of expense included in the rate increase recently
graated to SoCal for its Orange County District b\&t}m Publie
Utilities Commission, amounting to $326,500, was attributadle to
President Reagan's Economic Recovery Tax Act of 198\1 » which
requires the Pudlic Utilities Commission to charge Q&tepmn
for the expense of taxes which are not now being paid\to the
Federal Government and vhich may never be paid. This expense
mAy increase in the future as a percent of your dill.




