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82.9 ... 7 020. 
Decision ___ .~ . J'uly 7, 1982 

BEFORE THE PUBLIC O'l'ILI'l'IES COMMISSION OF THE STATE: OF CALIFORNIA. 

Applic~tion of Southern C~liforni~ 
Water Company to increase water 
rates for its Wrightwood District; 
converted into an ~p?lication from 
NOI 56-W. 

Applic~tion 61143 
(Filed December 22, 1981) 

O'Melveny & Myers, by Richard K. Smith, 
Attorney at Law, for applicant. 

Su:nmarv 

Michael R. Warner, for himself, 
interested party. 

Phili~ Scott Weismeh1, Attorney at Law, 
for the Commission staff. 

o PIN ION 

Southern Coliiornia Water C~npany's (SoCa1) rates ~rc incre~scd by 

$230,400 over a three-year period. 'l'he increase to r.:ltes in 1982 is limitee to 
a 50% increase, or $134,900. Service charses arc increasQd to provide 70% of 
SoCal's revenue requir~ment since this best ensures the mD.ny 
seasonal ~r weekend dwelling customer~ will mos~ equi tably contribute ./ 
to operatlng costs. The rates are adjusted as tollows: -~ 

The fixed customer or service charge for a 5/8 x 3/4-inch meter 
goes from $6.00 to $10.75/month. 
?reliminarl 

This iz the last in a series of proceedingo involving 
six concurrently filed rate increase applications r for various 
districtS of the applicont, SoCal. By this proceeding 50Cal seeks authority 
to increase r.:ltes in its Wrightwood District by $l48,400 through 1~a4 • 
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This figure includes $57,400 which is the result of the Economic 
Recovery Tax Act of 1981 (ERTA). ERTA increases the federal 
income tax expense for ratemaldng purposes due to elimination of 
the full flow-through to ratepayers of the benefits from acceleratea 
depreciation and investment tax creait on utility plant adaitions 
placed in service after December 31, 198:0. SoCal states that the 
remainder of the proposea increase is necessary because of inereasea 
operating and maintenance costs, increasea rate base per customer" 
and the increased cost of money. 

The rate increases proposed woula change the present 
rates (those in effect on April 30, 198:2) as shown below. The 
increases shown for 1982 and 19a3 incluae the effect of ERTA. 
Notice of the ERTA increases was not incorporated in SoCalrs 
original application, bl.lt was set forth in a separate notice mailed 
to its customers on March 11, 1982. The total figures are: 

Year -

1983 

1984 

Proposal 
ERTA 

Total 

Proposal 
ERTA 

Total 

Proposal- Attrition 

Proposed Increase 
(in dollars) 

$222,100 
28,800 

$250,900 

$37,900 
28,600 

S66,SOO 

$31,000 

-2-

Proposed Increase 
(as a percentage) 

82.29% 
10.71 

93.00% 

7.5-3% 
h£ 
9.40% --
5-.75% 
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The last general rate proceeding for SoCalts Wrightwood 
District was based on test year 1~77. A rate of return on rate 
base of 97. was then found reasonable by Decision (D.) 88604 

dated March 21. 1978. In that decision the present rates were 
established. except for modifications mandated by 011 19 
(property tax reduction) and 011 33 (federal income tax: 
reduction). 

An informal public meeting was held, regarding this 
rate increase request in Wrightwood on the evening of 
September l6~ 1981. At that time the increase request was 
in the format of an advice letter which would have been acted 
upon by the Commission ex parte without formal hearing. 
However~ because of the large number of protests and allegations 
of service problems received by the Commission at the informal 
meeting. and by mail. the Commission converted the case to- a 
formal rate application on December 22~ 1981 • 

As a result~ a public witness hearing was held before 
Administrative Law Judge Colgan in Wrightwood' on March 30, 1982. 
General Information 

SoCal owns and operates water systems in 19" districts 
and an electric system in Big Bear Lake, California. Eaeh 
distriet is a separate unit for operational, accounting, and 
ratemak~ purposes. The districts are grouped' into- five 
divisions. The headquarters and general office is located in 
Los Atlgeles. Customers' bills for all districts are prepared 
at the Los Angeles general office. Overall functions such as 
accounting~ engineering, data processing, and' purchasing are 
also centralized there • 
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AS of December 31, 1980, SOCal was serving 231,.6.71 
customers statewide, had 380 employees~and had an investment in 

utility plant of $147,467,000. Gross operating revenue for the 
12-month period ended December 31, 1980 was $3&,527,000. 
SOCal's. approximately 2,000,000 shares of common stock are 
owned by more than 5,000 individual and institutional share
bolders. Its preferred' stock (200,400 shares, in four series) 
is held by institutional investors. 
The Wrightwood District 

The first water service to this community commenced 
in 1914. In 1934 the- system was acquired' by the Swarthout Valley 
Water Company which, in turn, was acquired by the California 
Cities Water Company which merged with SoCal in 197&. The 
merger was approved by the Commission in D.89l3l dated' July 25, 
1978: • 

Wr~ghtwood is a mountain resort community composed 
predominantly of single-family weekend and vacation dwellings .. 
At the end of 1980 there were 2,069 active customers in the 
service area which is approximately 3 miles long and one-half 
mile wide following State Highway No. 1 in the Swarthout Valley 
north of Los Angeles on the north slope of the San Cabriel . 
mountains. It is primarily within San Bernard-ino- County with 
a small portion cutting into Los Angeles County .. 

the district office, which employs four people full 
time, handles matters relating to customer service such as 
service applications, collections, complaints, and other 
local matters .. 
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The water supp-ly fer the district comes from- six. 
company-owned wells, two of which are standby units not regularly 
pumped (wells NOs_ 4 and 6). The water 1s pumped through more than 
212,000 feet of distribution mains and stored in six tanks with 
a combined capacity of 498,100 gallons. 
Service 

Approximately 150 customers attended the informal 
public meeting on September 16, 1981. Most were concerned 
with the size of the rate increase. Nine had specific service 
complaints. At the staff's request, ea~h of these was 
investisated by So~al and a report, was sent to the customers 

and the staff. One comp-laint had to do with charges assessed by 
SoCa1 for a main extension. This comp-laint was lodged with the 
Commission again at the public witness hearing and will be 
described below. The other eight complaints had' to do with 
water quality, i.e. taste, odor, color, and/or the presence 
of oil. 

SoCal determined that three of these complaints were 
generated by the operation of wells No. 4 and No. &, during 
maintenance ana repair of well No.3. Wells No,. 4 and: No.6 

have lower quality water than the other Wrightwood' water sources 
and are standby wells which are not generally used,. One person 
complained of the taste of chlorine.. SoCal explained that its 
chlorinating device was installed for disinfecting purposes at 
the request of the State Department of Health. SoCal determined 
the poor quality of the fifth complainant's water was due to 
reduced pressure resulting. from an addition to' complainant's 
building. SoC.l made a preSSUl:e regulator adjus.tment which, 
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it stated~ satisfied the customer. In the case of the sixth 
complaint~ SoCal determined it was necessary to initiate a 
more thorough flushing program in the area, and~ did 80. The 
seventh complaint was apparently caused by a contractor's 
use of water from a standpipe near complainant's home. SoCal 
flushed the mains until they ran clear. The last quality 
complaint was from Sonney and Ingrid Bell who said their 
water was rusty and often had oil floating on it. So Cal 
determined that the problem was caused by a series of main 
repairs in the vicinity of the Bell residence. 

Ingrid Bell testified at the public witness hearing 
on March 30~ 1982 that the oil problem still persisted. 
MS. Bell was the only customer to register a complaint about 
water quality at the public witness bearing. The~e were 
about 50 people in attendance. Eight customers spoke and 
three of those offered written documents.!'! 

MS. Bell testified that SoCal had, on two occasions, 
turned off the water to her home without notifying her in 
advance aud that on the first occasion her toilet tank, hot 
water beater, and water lines were consequently "filled with 
sludge, grease, particulate matter of unknown ingredients" 
when she attempted to use them. She also, testified about an 
oily fi~ on her water that comes and goes in varying quantities. 
She stated that a SoCal employee told her it was turbine oil 
used to lubricate the pumps and that nothing could be d'one 
about it. This first incident is the one which SoCa1 ascribes 

11 Bell's written statement was marked at the time as Reference 
A. The other two were not marked. For ease in review-
i1lg the record", the letter received from'Daniel It. Sidwell is 
marked as Reference H and the lS-page "comparative survey" 
received from ~tichael R. Warner is marked as" Reference I • 
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to the series of main repairs. As to the further incidents, 
SoCal agreed to do a more thorough investigation of the Bells' 
problem. It agreed with Bell that turbine, oil should not be 
in her water under normal circumstances., 

Sidwell, th~ customer who testified about charges 
for a main extension over his property in September 1981, also 
testified about it at the March 30 hearing. He stated that 
SoCal does not engage in'proper competitive bidding: and' 
consequently charged' a price much higher than the cost to a 
neighbor who extended the same main with a private contractor. 
He also testified that he believes the contract between hfmself 
and SoCal has been breached and he does not owe the outstanding 
balance for the project. Further, he testified that he believes 
his meter is only being read about ewice per year. He also 
testified about a malfunctioning fire hydrant that was not 
fixed until be called SoCal's Los Angeles office • 

SoCalts response to this complaint was that the data 
SoCal relied upon in making the estimate was acquired upon 
purchase of the system, in 1976. Tbe data indicated'that a 

6-inch water main existed adjacer.t to' complainant's property. 
It turned out that no such main existed and it was ceces-sary 
for SoCal to lay 100 feet more of 6-inch main than was originally 
contemplated~ justifying the increased' final bill. SoCal 
explained that the meter reading problem occurred because 
complainant's,meter was buried by workmen for a period of time. 
As to the contract question, we believe Sidwell's statement 
that he plans to file a separate complaint with this Commission 
is the proper way to pursue the issue. The issue is~ too complex 

-7-



• 

• 

• 

A.6,1143 AUlemklmd 

and too removed from ratesetting to be addressed through 
this proceeding. 

We believe that the corrections, investigations, 
and explanations of the service complaints were adequate 
except that SoCaI should continue to attempt to resolve the 
problem experieneed by the Bells. 

All the public witnesses on Mareh 30 testified in 
opposition to a rate increase. The bases were as follows: 
seniors on fixed incomes cannot afford higher bills; this
district's rates would be much higher than those of other 
districts or companies in the same basin; Wrightwood residents 
are being penalized with high rates for using. less water than 
the norm; SoC.l ought to suffer just like everybody else in 
the present economic crunch.; and the Public Utilities 
Commission staff has been remiss ins·ofar as it supports 
the request because the staff has not tried to- find: out why 
Wrightwood's rates should be higher than others nearby. 

In support of the last contention, Reference I 

was presented. It compares SoCal's Wrightwood- District with 
the nearby Sheep' Creek Water Company (8 mutual water company) 
and the Zone L Water Commission, run by San Bernardino County. 
The comparison shows that SoCal has more service connections 
than the others, a smaller service area than the others, far 
more service connections per square mile than the others, no 
monthly water entitlement as the others do (and therefore no 
entitlement rate), a higher delivery rate per 100 cu~ic feet 
above the minimum allowable than do the others, a lower water 
consumption per year than the average statewid'e, and a higher 
cost per acre-foot per year than do- the others • 
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For the Commission, Sun9 Bin Han tes·tified that sueh a 
comparison fails. to aecount for various fixed costs includlng. 
maintenance of the larger system, need for meter readers, the 
investment in mains, wells, and tanks, and the fact that usage 
per customer in Wrightwood is about one-fourth that of valley 
users.. Further, it was pointed out that the other sys,tems 
are not taxed as is Wrightwood. We agree with Han that 

without the inclusion of these further data, the result is 
ttlike comparing app-les and: oranges It. 

The public witness testimony was completed in the. 
early afternoon and t:h~n SoCal and staff witnesses testified. It was 

submitted the same day. The p-&rties moved to incorporate by 
reference the testimony of three witnesses who· testified in the 
recently completed' rate matters involving other distriets of 
SoCal.. ~e witnesses are William Caveney, president of SoCal; 
Richard Gruszka~ vice president of revenue requirements at 
SoCal; and Linda Gari, a research analyst with the Commission 
staff. The transcripts are from the consolidated hearing on 
Application (A.) 60735, A .. 60736, and A.607l7 .. 

In addition, the following witnesses testified for 

SoCal: Roscoe L. Anthony, vice president for operations, 
and Joseph ~ ... Young, manager, rate and valuation department; 
and the following persons testified for the Commiss,ion: 
Donald Yep, associate utilities engineer, and Sung Bin Han, 
senior utilities engineer and project manager • 

-9-



• 

• 

• 

A.61l43 ALJ/emk/md 

At the conclusion of the hearing the parties were 
asked to provide copies of the portions of transcript which 
they wished incorporated.!! 
Rate of Return 

While SoCa1's request is designed to produce rates of 
return on rate base of 11.841. in 1982, 12.111. in 1983-, and 12.411. 
in 1984 based on a constant return on common stock equity of 167.. 
SoCal bas stipulated to the staff's recommendation, based· on the 
Commission's decisions in other recently concluded SoCal district 
rate eases (D.B2-0J.-Ol6, D.82-03-0ll, D.82-0l-0l4, D.82-0l-07l, 
and D.82-03-0S7), that the rate of return be on a rate base of 
10.971. in 1982, 11.321. in 1983, and 11.697. in 1984 equating to 
a return on common stock equity of 14.501.. The basis for this· 
recommendation is discussed in the testfmony of Linda Gori in 
Reference L and her additional testimony concerning Wrightwood' 
~ibit 11). We believe the staff's conclusions are fair and 
reasonable for the same reasons we expressed in the prior 
decisions cited above. 

However, we have recently adopted a general policy 
guideline for larger water utilities, which we shall apply to 
Wrightwood. !hat is a policy to authorize no rate increase 

1/ Those copies have been received.. For ease of review. they 
are marked as follows: Reference J, pages 247-297 and 
pages 533-539; Reference K, pages 358-364; and Reference L, 
pages 449-465. In addition, upon request of SoCal, official 
notice is taken of an exhibit received 1n the earlier hearing 
(A.60735, A.60736, and A.60737) entitled Southern California 
Water Company, Calculation of Financial Coverages as of 
October 31, 1981. A copy of that doc1Jment is marked 
as Exhibit 12 for ease of review • 
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greater than 501 during any single year in order to, mitigate 
the effect of large increases. W.ithout this guidelineve would 
authorize an adopted i'llCrease of 70· .. 21t or $189',500 in 1982. 
By applying the guideline we will defer 20.2lt plus. interest 
at the adopted rate of return for 1982' and, add it to the total 
amount of new revenue we are granting Sotal in 1983-. The 
interest assures that the value of the new revenue granted· over 
the three-year period 1982-1984 will not be diminished. The 
calculations setting forth these adjustments are shown in 
Appendix E. 
Rate Design 

We recognize the concern voiced by several of the public 
witnesses. regarding the fact that the residents of Wrightwood 
are asked to pay higher rates partially because they use about 
25t as much water as other nearby communities do • 

This 1s the inevitable result of ~ system with many 
fixed costs (maintenance, employees, investment in land~, 
pump-ing, water treatment, and transmission and, d,istribution 
equipment) and limited usage.!! It occurs. we believe. because 
of the high percentage of weekend or parttirne users. Those 
people have relatively' low consumption, but the fixed costs 
usoc iated with making the service available to- them, remain. 
Thus we conclude that the staff's recommendation to- raise the 
service charge to 70X of revenue requirement will create a more 
equitable distribution of costa by caus1ng parttime users t<> 

3/ See Exhibit 8: item 29', which shows that 931. of SoCal f s 
- expenses and 761. of its plant investment related to water 

production are fixed • 
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shoulder more of the fixed costs of providin9 them with service 
without penalizin9 those fulltime residents with excess~vel~~i9h 
quantity charges.. The Commission does not normally allow hi9h 
service charges because they do not encourage conservation. 
However, we ~elieve that the unique circumstances in Wri9htwood 
warrant this approach. 

Results of Operations 
To evaluate the need for rate relief both SoCal and' 

the Commission staff analyzed and estimated SoCal's operating 
revenues, operating expenses, and rate base for Wrightwood 
for 1982 and 1983- (Exhibits 6, 7, 3, and 9). While the f:tgures 
differed somewhat {principally as to rate of return, payroll, 
and inflation rate) SoCa1 t s witness, Joseph Young, pOints out 
that the Commission staff's conclusions are based' on some later 
data than were available when SoCal prepared: its reports on 
results of operations. Young notes that he is in basic 
agreement with the staff I s findings (RT' 104, line 18) .. 

Since the staff had more up-to-date data available 
to it, and since no testtmony was offered to show that its 
findings were less reasonable than SoCalts, we will adopt the 
staff's estimates.. Table 1, which follows, sets forth the adopted 
oPerating results for test years 1982 and 1983- from the staff t s 
estimates modified to· reflect conventional normalization for 
applying ERI'A as adopted in our D.93848'. 
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TA:BLE 1 
Page 1 

SOUTHERN CALIFORNIA WATER: COMPANY 
Wrightwood District 

Estimated Results of 02erations 
fest Year 198 

· · Item .. · c 
(Dollars :tn Thousands) 

Operating Revenues $ 269-.9' $: $ 269'.9- $, 459.4 
Operat:tng Expenses 

O&M' :csuses: 
Purc ed Power 20.4 20,.4 20.4 Purchased Chemicals 0.2 0.2 0.2 Payroll 85.0' 85-.0 85-.0 Uncol1ectib1es 1.6- 1.6 2.3 Other 68.4 68:".4 68: .. 4-

General Off .. Allocation 17.5 17.5- 17.5-
Subtotal 193.1 193-.1 194.3-

Depreciation ~ense 41.0 41.0 41.0 Taxes Other Than Income 24.3~ 24.3 2S.1 
Total Expenses (Excluding 

258: .. 4' 25-8:.4 260.4 Income Tax) 
Net Revenue before 

Income Tax 199-.0 
CCFT 11.) FIT" before ITC 53.6-ITC 9'.6 
FIT including ITC 17.5- 53-.6-Total Taxes on Income 17.S 64.9' 

Total Expenses 210.3 17.> 227.8: 325-.) 
Net Revenues 59'.6 (17.S) 42.1 '134 .• 1 
Rate Base 1~23S..2 (13.2) 1.222.0 1,222.0 
Rate of Return 4.831. (1.38)% 3.451 10.971. 

(Red Figure) 
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TABLE 1 
Page 2 

SOUTHERN CALIFORNIA WATER COMPANY 
Wrightwood District 

Esttmated Results of 0Jerat10ns 
fest Year 198 . 

. .. 
Item .. . 

c 

Operating Revenues 
(Dollars in Thousands) 

$ 276.1 $ $ 276.1 $- 492.6-
Operating Expenses 

O&M ~nses: 
Pure ased Power 20 .. 8 20.8: 20.& Purchased Chemicals 0.2 0.2 0.2 Payroll 90.9' 90.9' 90.9 Uncollectibles 1.7' 1.7 3.0 Other 74.5 74.5- 74.5-

General Off.. Allocat ion 18.8 lS .. ! 18:.8: 
Subtotal 206..9- 206.9:' 208:.2 

Depreciation Expense 43.4' 43: .. 4 43,.4 Taxes Other Than Income 25.9' 25.9' 2&.8: 
Total Expenses (Excluding 

Income Tax) 276.2 276.2 278:.4 
Net Revenue before 

Income Tax (0.1) (0 .. 1) 214,.2 
ccn (8.4) (8= .. 4) 12.2' FIT before ITC (39.0) (31.1) 58.0 ITC 

~11.2~ 11.2 FIT including ITC 50.2 19'.1 (3l.1~ 58 .. 0 Total Taxes on Income (58'.6) 19.1 70.2 (39'.5-
Total Expenses 217.6 19.1 236.7 348.6· 

Net Revenues 58=.5- (19'.1) 39'.4 144".0 
Rate Base 1.311.7 (39' .. 8) 1.271.9' 1.271.9' 
Rate of Return 4.461. (1.36)~ 3; .. 101 11.32%. 

(Red- Figure) 
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TABLE 2 

SOUnIERN CALIFORNIA WATER COMPANY 

Adoeted Rate of Return 
Average Years 1982, 198j, and 1984 

Capital Cost 
e 

e .. e . .. .. Comegnent : Ratios .. Factors .. . 
''', 

1982 -Long-term Debt 44.00%. 7.86% Bank Loans 2.00 17:.00 Term Note bI $.00 17.25 Preferred~tock 12.00 7.85· Common Stock Equity 37.00 14 .. 50 
Total 100.001. 

1983 -Long-term Debt 44.00i. 8.951. Bank Loans 2.00 15 •. 00 Term Note bl 5.00 15.38: Preferred Stock 12.00 7.86 Common Stock Equity 37.00 14.50 
Total 100.001. 

1984 -
Lo~-term Debt 44.007. 9.711. Ba Loans 2.00 14.50 Term Note bI 5.00 IS·. 00 Preferred Stock 12.00 ~.38 Common Stock Equity 37.00 14.50 

Total 100.007. 

at Lmp1icit after-tax interest coverage. 
~I Assumes term note issued at a floating prime 

rate plus .251. in 1982, .38% in 1983, and 
.50i. in 1984 • 

-15-

Weighted . e e, .. 
: Cost Totals .. .. 

3-.46% 
.34 
.8& 
.94 

5·.37 
10.9,.r. 

2.3Sx!./ 

3 .. 94i. 
.30 
.77 
.94 

5.37 
11.327-

2.26x!./ 

4.27% ' 
.29 
.75 

1.01 
Sf 3-7' 

11.697. 

2.20x!./ 
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Findings of Fact 
1. Water quality and, service in SoCal's Wrightwood 

District are satisfactory. 
2. Capitalization r~tios, cost fuctors, w~i9ht~d 

costs, and after-tax interest cover~ge, shown in Table 2, 
fairly portray estimated debt and equity costs SoCal will 
experience during the period 1982-1984. 

3. A constant rate of return of 14.5% on common stock 
equity will afford SoCal an opportunity to earn returns on 
rate base of 10.9n. in 1982,. 11.32% in 1983,. and 11.69% in 
1984. 

4. The csttmates, in Table 1, of operating revenues,. 
operating expenses, and rate base for test years 1982 and 1983-, " 
together with an estimated decline in rate of return of 0.35% 
for operational attrition in 1984 (based on the staff's estimates 
and including ERIA effects), reasonably indicate the probable 
results of SoCal's future operations. 

5. The information shown in Table 1 regarding the impact 
of .ER~ on net revenues and rate base properly reflects the 
consequences of ERIA and our decision in OIl 24. 

6. The compil~tion of adopted quantities and the ado~ted 
tax calculation are contained in Appendix C to this decision. 

7. Current service charges provide 59% of district 
revenue requirements. A rotc structure designed to produce 
70% of rcv~!'lUCS from s~rvicc chargcs wOl.llc1 more cquitobly 
allocate fixed costs between permanent residents and wc~kQnd 
or parttimc residents . 
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8. Revenue increases of $189,500 or 70.21% for 1982, 
$22,000 or 4.7t for 198"3, and $18:,9'00 or 3.9% for 1984 are 
reasonable based upon adopted results of operations for SoCalts 
Wrightwood District. It is also reasonable to- limit the increase 
in anyone year to SOt to mitigate the impact upon cus,tomers. 
Thus, increases in 198.2 would be limited to $134,900 with the 
deferred amount spread over the next two years (see Appendix E). 
SoCal may collect 10.97% interest on the amount deferred to 198:3 

and 1984 to ensure it receives the full economic value of the rate 
increase we authorize today. Increases thus granted will amount 
to $94,100 in 1983 and $18,900 in 1984. 
Conclusions of Law 

1. The adopted rates are just, reasonable, and 
nondiscriminatory • 

2. The application should be granted to the extent 
provided by the following order. 

3. Because of the immediate need for additional revenue, 
the order should be effective today • 
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ORDER 
----~ 

IT IS ORDERED that: . 
1. Southern California Water Company (SoCal) is 

authorized to file for its Wrightwood District. effective 
today ~ the revised rate schedules in Appendix A. The filing' 
shall comply with General Order (GO) 96-A. The revised 
schedules shall apply only to service rendered on and' after 
their effective date. 

2. On or after November 15, 1982~ SoCal 1s authorized 
to file an advice letter, with appropriateworkpapers, 
requesting the step rate increases attached to this order 
as Appendix :s~ or .to file a lesser increase which includes 
a uniform cents per 100 cubic feet of water adjus·tment from 
Appendix :s. in the event that the Wrightwood 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) 10.971.. This filing shall comply with GO 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. But the staff shall 
inform the Commission if it finds that the proposed step rates 
are not in accord with this decision, and' the Commiss·ion may 

then modify the increase.. The effective date of the revised 
schedule shall be no earlier than January 1, 1983, or 30 d'ays 
after the filing of the step rate, whichever is later. The 
revised schedule, shall apply only to' service rend'ered· on and: 
after its effective date • 
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3. On or after November 15. 1983 SoC41 is authorized to, 
file an advice letter, with appropriate workpapers, requesting 
the Btep rate increases attached to' this, order as Appendix B~, or 
to file a lesser increase which includes a uniform cents per 

100 cubic feet of water adjustment from Appen~;x B· in the 

event that the Wrightwood District rate of return on rate base, 
adjusted to reflect tberates then in effect and' normal rate
making adjustments for the 12 months ending September 30, 1983-, 
exceeds the lower of <a) the rate of return found reasonable 
by the Commission for Soc&l during the corresponding period 
in the then most recent rate deCision, or (b) 11.327... Such 
filing shall comply with GO 96 .. A. The requested step; rates 
shall be reviewed by the staff to determine their conformity 
with this order anel shall go into effect upon the staff's 
determination. of conformity. But the staff shall inform the 
Commission :I.f it finds that the proposed' step rates are not in 
accord with this deCision, and the Commission may then modIfy 
the increase. The effective date of the revised schedule shall 
be no earlier than .January 1, 1984, or 30 days after the filing 
of the Btep rates, whichever is later • 
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4. Within 45 days, SoCal shall mail to all its customers 
in this district a bill insert notice as shoat in Append'ix D. 

This order 1s effective tOday. 

Dated JUt 71982 • at San Francisco. california. 

-20-

:\.:Cr·rARD D. CnA VELLE 
l..EON,\RO ~ ClUMl!.S. jR 
VICTOR CALVO 
FRlSCILLA C. Cn£W' . 

Comm~ 

COT'l'lmissioner John·"E, Bl)'SOa. 
b~n:: J'l~(.'sswy Absent,. did 
not p:lrtic'i.~:l.te~ 
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APPENDIX A 
Page 1 

SOt1l.'KE.RN CALIFORNIA. WATEIt COMPANY 

Schedule No.WW-l 

Wrightwood District 

CENtRAL. ME"l$REI) SERVICE 

AppUca.ble to- &ll metered va. teZ' .emc:e .. 

Wrightwood and vie1n1 ty, San BernaZ'd1no and. los Angeles Counties .. 

C(uanti ty Bates: 

First 300 cubic teet, per lOOc:ubie feet ••••••• 
Over 300 cubic: feet,. per 100 c:ubic feet ....... . 

Servic:e Charge: 

For 5/8 x 3/4-1nc:h meter ....................... . 
POZ' 3/4"'1n~ meter .......................... . 
For 1 .. 1neh. rae.tel'" ..-••• ~ ••••••.•••••••••••• 
For 1-1/2-inch Irleter .,.,. .... ,. ........................ .. 
For 2-1nch. meter ••• eo ....................... . 

J'or 3-ineh meter ....................... " ...... . 
For ~-1nea meter ••••••••••••••••••••••• 

The Service Cb&rge is a Z'ead.iness-to-serve 
eba.Z'ge applie4ble to- all metered se:rv1c:e and 
to Which is to- be add.ed: the quantity charge 
computed at. the Qua.nt1t;y It&tes. 

SPECIAL COrmmON 

Per Meter 
Per Month 

$ 0 .. 690 (D) 
1.039 (I) 

10.75 (I) 
ll·90 
l6.00· 
22.00 
29.00 
54'.00 
80.00 (I) 

A new appl1eant ~or ael"Yice shall advance an amount equal to the 
service chal"ge ~oZ' a per10d o~ twelve months.. This o.dva.nce '-'ill be 
credited to applicant'. account ag8.inst vh1eh ch~ges toZ' wa.ter.aervic:e 
v:111 be debited until. the ad.vance 1. d.epleted.. When no credit zoema.ins 
appl1c:a.nt 1I1ll be b1ll~ at the monthly mte a.'bove.. No retund Will be 
mde upon. d1acontinuance of" aervice if" leas tha.n. twelve continuous mont.'l.s. 
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SOt7.I'BERN CAtIFOIUf.IA. 'WATER COMPAlVY 

Sche4ule .0. W-S 

Wr1Shtvood,~tr1et 

PUBLIC 'I'lRE lmRAM" m:mCE 

Anl1cable to &l.l. tire ~ant 'erT1ee hrn1shed to- JlUnie1pal1tiea" 
DrIan1zed tire 41.tr1et.,an4 other ~l1t1cal .ubd1Y1.10Dl otthe State. 

" 

TERRITORY 

Wj,th1n tbe eo.tabU.bed Wr1ghtvood D1atrict.-• 

RATE - Per Month 

7t:1t' eac:h ~dz-&X1t .......... _ ••••••••••••••• , ....... . Jlo Cllarle 

SPECIAL COltDl'l'IOJG. 

1. \later delivered tar purpoae. otller than tire proteetion· ahall be eharged 
for at the quantity rates ill· Schedule Ko. W"'l, General Metered Service. 

2. The coat or reloeation or azrr b;ydra.nt _hall be 1*14 by- the party requeat1Z!g 
l"elocat10n .. 

3. ~~&Dt. ahall be cozmeeted to the utility', 8YStem· upon receipt of vritten 
requeat f:rom· & publle &1:thor1t,.. The written request .ball 4ea1Cnate t~ apecifie 
loeat1on or eaeh ~ant &%»4" where appropriate, the ovner'hip, tn>e,an4 .ize. 

.... Tbe ut111t,' 1mdertakea to -UPPl:r 0Dly- .uch vater at .uell· po,aaure sa BlAT 
'be aya1l&'ble at &rJ)" t1JDe throUih the normal. operation or ita 8)'atem. 

(EHI) 01' .APP.El9DIX .A.) 
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Ia= or the foUov1l'.l8 1Derea.ea 1n. rate. 'IIJ&"T be p\Jt 1Dto- effect. OD. the 
1nd1c:ated date 'bT f1l1J2c a n.te acbedU1e vhich· adds the aJ:propr1ate1:ocrea8~ to 
'the rate which vo\d4 otherv:tae be in effect OD' that date .. 

lbr ~/ex 3~·1neh·.eter ................... . 
For 3/~-1Deh·aet.r .................... . 
70r 1-lcehh~r ••••••••••••••••••• 
Per li-1nc:h'lIeter ..................... . 
7cr 2-tDeh~~er ••••••••••••••••••• 
7ar 3-1DCh.aeter ••••••••••••••••••• 
Far- ~-1Dc:h :meter" _ ••••• ' ••••••••• _ .... 

,Suapt1ty bte. 

Per t.h4t f,Szoat 300 eu.ft .. , p:r 100 eu..tt. • •• 
Far all OYer 300 cu~ft., ))er 100 eu'.rt •••• 

!ttectiYe :Da:tes 

$- 2' .. 75-
3.00-
l,.'.OO 
~.60 
7.00 . 

14.00· 
20.00-

$0.0 
0.0 
0 .. 0 
0.0 
0.0 
0.0 
0.0' 

0.133 
0 .. 153· 
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1. 

2. 

3. 

4. 

s. 

6. 

APPENDIX C 
' ... 1 

SOO'l'HERN CAl.IF0INIA 1iAl'ER CClSPANr 
W:r:1s,hbt004. l>1atr1et 

~ 
Wate'r Production: Cef(l000) 

Wells: l.86.7 191.0 

Purchased Power 
Electric Cost: Supplier; SCE Date: 9-1-198l 

X"h~ 266 .. 767 272~904 
$. per bth~ $- .0.06649' . $ 0.06649' Qumltity Cost: $ 17 .. 731 $ 1e,14.5 

Fixed Cost: $ Z .. 6?4 $ 2,.674 Total SCZ Cost: $ 20,1.00 $- 2O,~OO 

Ad Valorem 'l".-;e5:· $ 16,.000 t 17,.000, 
T.r. Rate: 1.395% 1.39S~ 

Ntmlter or Semce-.v.et.er S1 'le: 
5/8 x 3/4 1,906 1,956 

3/4· 216 216' 
1 1 7 1; 11 11 2 3 3' 3 1 1 4 

2,244 2",.1.94 
Metered Water Sales 

Range Cct Us~e-Cer 
0-3 49,476 50,636-Over 3 J..O~ 82IZ6~ 

lJO,400 133,400 
Ntmlber of'Serviee ,No" or Se2"'V!ee~ USI\~e-'lCCef 

~ ml 19R2 Wl 
Commercial. 2,1.40 '-',l9O 1'-S.4 l31.4, Public Authority !t.. --A. -k.Q 2'.0 Total 2 .. JJ..4 ?',194 130.4 133.4-W&t.er loss: 30.17% 

~ J,7,6 Total Water Produced l~ .7 191 .. 0 

AVE·U~a~~ccr/vr. 
19~2' ~ 

60 60· 
500 500' 
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~IX.C 
Paae 2 

SOU'rHl:RN CALD'OBmA VAtIR CQiPAJt 
Wz1ShtvoodDf.tr1ct 

Dl:ae TAX CAI.CtJ'LATION 

Operat.1m& !..,enue. 

O&H Ixpenaes: 
Purchased Chemical. 
Purchased Power 
P&1Z'Oll 
Other 

• 

Uncollectible .'O.6J 
Local. Franchise • 0.42lS 

PqroU tetes 
Ad· Valorem- Taxes 
Gen. ott1ce Alloe .. 
Interest 

Total Deductions 

State Tax Dep:oed.&t1on 
Bet Taxable Income 
State. Corp .. Franeh. T~ 

Federal Tax DepJoec1&t1on 
Stoate Income '1'R 
Pret. Stock Div. ered1t. 
Ret Taxable Inccme 
Fed. Income Tax @ 46% 

lAas: Gra:!~ Tax Adj" 
t0t4 Federal Income fa 

$ 45~.4 

0.:>-
20.4 
85.0-
~.4 
2.~ 
1.9-
7.2-

16.0 
17.5 
56,4· 

275.8 

66.4-
ll.7.2 
1l.3 

5$.0 
U.3 
0.1 

ll7;.2-
53.9-
0.) 

53 .. 6-

$ 492.6-

0.2-
2O:~e 
90;'9-
74~S 
3;0 
2'~1 
7~·7 

17~0 
18' .. S: 
64c~ 

299.5-

66.S 
125.6 
12.i 

54 .. J:\ 
12~2' 
0.1;' 

126.7:,: 
58;,.3"' 
O.J:!' 

,e.o'\: 
;. 
, 

Jiot t.o- Cross Kult1pl:ter: 2.06964 
Book Deprec:1&t1on: $ 41.000(1982); $ 43,400(198).). 

Ubd of l.ppeDd1x C) 
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APPENDIX D 

Bill Insert for Southern California Water Company's 
Wrightwood District Customers 

NOTICE ------
$28,000 of the recent rate increase qranted to Southern California 
Water Company for its Wrightwood District was made necessary by 
changes in tax laws proposed by the President and passed b~ 
Conqress last year.. This was the Economie Recovery Tax Aet of 
1981. Among its provisions was a requirement that utility rate
payers be eharged for certain corporate taxes even thouqh the 
utility does not have to pay them. This results from the way 
utilities may treat tax savioqs from depreciation on their plant 
and equipment. The savings can no longer be credited to the 
ratepayer, but must be left with the company and its shareholders. 

• For a more detailed explanation of this ta~'change, send a s~amped 

• 

self-addressed envelope to: 

Consumer Affairs Branch 
Public Utilities Commission 
350 McAllister Street 
San Francisco, CA 94102 

(END OF APPENDIX D) 
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Pre.eDt :Rate. 

Adopted Rate. • 

hc:noue 

~ 
1982 Authorized Rates 

Mopted· Rate • 

• 
Adopted 

• 

APPENDIX E 

SO\1l1lERN CALIFORlnA WATER COMPAltt 

wr1ghtvOOd D1atr1ct 

Adopted 

$269.9' 

459 .. 4 

189.5 (70.21%) 

22.0 

·18.9· 

Adjustment. 
(Dollars in·, !rhou.aanda ) 

(54.&) 

15.5 

Deterred uount $189.5 - $134.~. $54.6 

For 6 month. (~O) • $27., 
Intereat 

1982 $27.' x 10.9~ x 112O"m:- • $3.74 

!l'ot&l. Amc1mt ~~erred 

$27.l'" $3.74· $31.0 

D1atr1but1on 

y $15,. S in· 1983-

}/ $15 .. 5, in 1984 

(Em> OF APPEHMX E) 

n1.tr1'but1on· -
$26~.9 

~.~ 

134.~ (49.9~) 

414.15, 

508 .. 1 

94.1 

18.9 
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Decision S2 07 020 JUL 7 -1982.: 
@OO ri@nnn r;\ n 'j ,III, 

I D 1'/ i, ,,\! II 1 ~ nil' II 1:;-): I J1I ~',J; Ii 
' 1..1 ..; \..:'..J u :..; I..r\.: L..::I 

, 

, 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

Application of SOuthern California ) 
Water Company to increase water ) 
rates for its Wrightwood District; ) 
converted into an application from ) 
OOI~~. ) 

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

Application 61143 
(Filed December 22, 1981) 

O'Melveny & Myers, by Richard K. Smith, 
Attorney at Law, for applicant. 

Michael R. Warner, for himself, 
interested party. 

Summary 

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

OPINION ---- ..... -.--

SOuthern california Water Canpany's (SOCal) rates are increased by 
$230,400 over a three-year period. 'D'le increase to rates in 1982 is limited to 
a 50% increase, or $134 ,900. Service charges are increased to provide 70% of 
Socal's revenue requirement since this best ensures the many 
seasonal or Weekend dwelling customers will most equitably'contribute 

~ to operating costs. -fhe 'qt2M,tiLy rates are adjusted as follows: 

• 

The fixed customer or service charge for a 5/8 x 3/4-inch meter 
goes from $5.00 to $10.7S/month. 
Preliminary 

This is the last in a series of proceedings involving 
six concurrently filed rate increase applications., for various 
districts of the applicant, SoCal. By this proceeding SoCal seeks authority 
to increase rates in its Wrightwood District by $348,400 through 1984 • 

-1-



• 

• 

• 

A.61143 AlJ/emk/md 

Findings of Fact 

1. Water quality and service in SoCal 's Wrightwood: 
District are satlsf~tory. 

2. Capitar.';or~~s. cost factors. weighted costs, and 
after-tax interest coverage. shown in Table 2 .~l.ows. 
fairly portray eatimated debt and equity costs- SoCal will' 
experience during the period- 1982-1984. 

3. A constant rate of return of 14.5% on common stock 
equity will afford SoCal an opportunity to- earn returns on 
rate base of lO.9'n in 1982. 11.32% in 1983:. and 11.691. in 
1984. 

4. The estimates, in Table I, of operating revenues', 
operating expenses, and rate base for test years 1982 and 1983. 
together with an estimated decline in rate of return of 0.35% 
for operational attrition in 1984 (based: on the staff's estimates 
and including ERTA effects), reasonably indlcate the probable 
results of SoCal's future operations. 

s. The information shown in Table 1 regarding the impact 
of ER~ on net revenues and rate base properly reflects the 
consequences of ERTA and our decision in 011 24. 

6. The compilation of adopted quantities and the adopted 
tax calculation are contained 1n Appendix C to, this deciSion. 

7. Current service charges provide 594 of district 
revenue requirements. A rate structure desi9ned to produc~ 
70% of revenues from service charges would more equitably 
allocate fixed costs between permanent residents and weekend 
or parttime residents • 

-1&-


