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Decision _8_2_0_3_01_9_ AUG 4 - iSSZ 

BEFORE '!BE PUBLIC UTILITIES COMKISS·ION OF THE STAl'E OF CALIFORNIA 

In the Hatter of the Application ) 
of Santa Clarita Water Company for ) 
Authority to increase its rates ) 
and charges for water service in ~ 
Bouquet Canyon and vic inity near 
Saugus in the northeastern portion 
of Los Angeles County. 

) 

Application 6098~ 
(Filed October 14~ 198~ 
amended January l~~ 19~~) 

William G. Fleckles, Attorney at Law, 
for applicant. . 

Carl K. Oshiro, Attorney at Law, for 
the Commission staff. 

OPINION --- ...... _---
• General 

• 

By this amended application~ Santa Clarita Water 
Company (applicant) seeks authority to inc-rease its water rates 
to produce annual revenue increases of $1~394,000 or 51.7i. in 
1982, and by additional amounts of $359',200 or 8;.41. in 1983·, 

and $307,200 or 6.6l in 1984. Applicaut seeks a 1982' rate of 
return on rate base of 15.801. to yield a 17.0% return on e~ity. 
Applicant seeks the 1983 and 1984 increases to' offset its 
estimates of operational attl:ition, expressed as a decline in 
the rate of return on its rate bases for 1983 and 1984 • 
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Sum."'ll.arv . 

" 

Applicant filed its. amendment :0 offset: 
1. Further increases in its electric power 

for ?~ping expense based on the rates 
put into effect on January 1, 1982 by 
its supplier, Southern California Edison 
Company (Edison). 

2. The revenue requirement associ~ted with 
an increase in its 1983 estimated rate 
base from $4,401,000 to $4,731,400. 

3. Increases, for r.ltemakinq purposes, of 
federal income taxes due to changes in 
the regulatory treat.-nent o·f federal 
income taxes. 

This decision ~uthorizes (1) a rate increase of 
Sl,107,500 or 41.05% in 1982 and (2) rolte increases of S369,700 /' 
or 9.28% in 1983 and S217,000 or 4.98% in 1984. Thes~ increases 
will be reduced by amortizations discuss~d be-low. This decision 
also adopts the staff recommenda:ion to olllow a 13.01 rolte of 
return on rate base to yield a 13.50\ return on equity-

Applicant's p.:opo:;a1 to use a 1983 step increase to 
offset an estimated 53.8% increase in purchased water rates (from 
65 per acre-foot (AF) to S100/AF is ado~tcd. 

Applicant reqt.lests an offset rate reduction to· amortize 
the overcollection in its purchased water ~nd pl.!rchased power 
balancin9 a~ount overco1lections. In order to lessen- the magnitude 
of the increase req~ested for 1982, this decision provides for a 
12-montb. amortization of these balances. Our use o·f May 4, 19S2 
electric and gas rate-s further reduces applicant's revenue 
requirements • 
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Ap?li~nt's propos~l for tr~ncfcrrinq it~ T~x Initi~tive Account 
('rIot>,.) bal"-rlC~ ovcrcollcction to surplus is iIiCOIi:::ist~l'lt with our purpose in 
establishing such accounts, namely to flow through property tax 
reductions in rates. Applicant is ordered to amortize its 'rIA 
balance over 30 months. The balancing account ond TIA amo·rtizations 
do not coincic1e with the test years adopted in this deeision. 
Therefore, they are not included in the adopted summaries of 
earnin9s. But the level of authorized rates is reduced to 
reflect these amortizations. 

This decision reflects the consequences of ERTA and 
of our decision in OIr 24. Appendix D explains the impact of 
ERTA on the rates authorized in this decision. 

Notices and Hearing 
Notices of th~ hearing of the original ~nd amended 

.• applications for rate incrcoses and of a public meeting held in 
Valencia on December 14, 19S1 were provided by mailing bill inserts 
to each of applicant'S customers, by newspaper publication, and by 
pos":ing. Applicant providez water service to cover 11,000 C'Llstomers. 

• 

An evidC'ntiary hearing was held on this application 
b~fo:e Administrative Law Judg~ Jerry Lcvonder in Los Angcle~ on 
February 16, 1932. The matter was submitted on that day subject 
to receipt of a late-filed exhibit, which has been received • 
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CustomerTestimon~ 

About 41 customers attended the public witnesspr~ing 
in the community of Valencia. Thirteen customers questioned the 
magnitude of applicant's original request for a 4S.7% r~te increase 
in 1982 and for step increases in 198-3 and 1984.. A spokesperson 
for the Frie~dly Valley Homeowners Association (FVHA) complained 
about the quality of water served in that area. 

Thirteen of applicant's customers attended the February 16,. 
1982 hearing_ F. Gage Siren and Donna Valenzuela addressed- the 
Commission. 

Siren is spokesperson for the 2,200-member Friendly 
Valley Community Council, a former director and former president 
of the Crescenta Valley County Water District, and a former 
director of the Castaic Lake Water Agency (Castaic). He notes 
that Castaic issued bonds to construct facilities used to supply 
filterea water to applicant, which in turn distributes that water 
to its customers;- local residents are paying taxes to payoff those 
bonds. He criticizes applicant for not havinc; made no·ticeable 
improvements in the quality of the water it delivers. He further 
states that many ,of applicant's customers object to sand and air 
in their water, that the water may be potable but it is no·t 
palatable, and that therefore applicant's customers buy drinking 
water from other suppliers. After his analysis of applicant's 
rate proposal, he concludes that applicant's request for an 
increase of 66. 7~ over three years, including a 5-1.7% increase 
in 1982, is excessive and that any increase allowed should be 
spread out over a longer period of time • 
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Based on :Siren's sampling of the 1:t208 condominium 
customers tn Friendly Valley, he esttmates the average water use 
per condominium customer is approximately 650 cubic feet of 
water per month. At applicant's proposed 1982 rates a typical 
condominium customer's bill would consist of $4.45 in quantity 
charges plus a $&.98 service charge. !iren notes that a high 
service charge results tn substantially higher average unit 
costs for the small user compared to the large user.. Be 

requests that the Commission adjust applicant' s rates to· 
increase the percentage of revenues obtained from quantity 
charges and to reduce the percentage of revenues obtained 
from servi.ce charges .. 

Bi.ren further contends that the following items 
contained in applicantts esttmates of increases 1n expenses 
are excessive: 

Purchased Power 
Purchased Water 
Payroll 
Rents 

1980 
(Dollars 
$402.1 

93.7 
347 .. S 

181.1 

1981 
in Thousands) 

$635-.1 
364.4 
419'.3 
420.2 

!:,/ Applicant projects further payroll 
expense increases of 20.21. in 1982 
and 10.21. in 1983., 
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S7 .. ~ 

288:.7 
20.6!-/ 
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Valenzuela also objected to the magnitude of the 
proposed increases. She states the inc1:'eases a1:'e excessive 

compared to salary increases. 
Service Area and Facilities 

Applicant f s service area contains over 70 square miles 
located generally north and east of Saugus~ in Los Angeles 
County. The service area consists of a large irre$Ularly shaped 
parcel located on both sides of the Santa Clara River and nearby 
noncontigaous areas in west Newhall. The service area includes. 

river plain.. steep canyon, and high plateau areas. Elevations 
within the service area range from 1,200 to- 2',150 feet above 
mean sea level. 

The service area has 'been divided. into- numerous 
pressure zones due to its size and to the large variations 
in elevatior:. within it. 'l'he system conta~ns wells r connec­
tions for pl.lrchasing water from Castaic, 19 s-t:ee1 storage 

tanks. at higher elevations (with a capacity of nearly 22' million 
gallons), 13 booster stations, hydropneumatic systems. and over 
150 miles of transmission and distribution mains. Exhibit 1 
contains a topograpbic map which outlines applicant's service 
area (Chart 3-:8) and a schematic diagram, of applicant's system 

(Chart 3-C)_ 
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Water Supply and Water Quality 
Applicant is revamp-ing its system to supp.ly water to· 

its customers from 14 company wells with a' combined-, capacity 
of 14~270 gallons per minute (gpm) and from, three connections 
to the castaic system with a capacity of 12 ~OOO gpm,. Due to 
cutbacks in applicant's groundwater production, it is .in the' 
process of abandoning five other wells it OW'D.S~ including a 
well wb.1ch had been used to supply the Friendly Valley area. 
Applicant installed additional plant~ including storage and 
booster facilities, to receive and blend the Castaic supply 
with its well supplies. It is required to have the capability 
of meeting system, peak demands and fire-flow requirements from 
its owe. storage. 

In D.9l372 tbe Commission states that app,11cant 
needs the Castaic supply to replace a portion of its exces~ 
sively mineralized and hard well-water sQPplies. With 
the Castaic supply applicant could meet its present and future 
system demands and improve the quality of the water served' to, 
its customers. !hat decision also discusses the litigation 
leading to a stipulated judgment, which limits applicant's 
groundwater production to 5~OOO AF per year. 
Applicant's contract with Castaic permits it to' purchase 
5,500 A:F of water from Castaic in'198l and to increase its 
pU%chases in annual increments of sao AF through 1985. After­
wards~ applicaut's annual purchases of water from-Castaic 
would be limited to 7,500 AF • 
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Since voters in the Santa Clarita Valley approved an 
$18.600.000 bond issue to obtain a larg~higher quality water 
supply, applicant strives to supply some castaic water to each 
of its customers. However, applicant states that the quality 
of water it serves varies in different portions of its service 
area because of variations in quality of the operative well 
supplies. If it attempted to supply all of its cus~omers 

with a uni~f?"r:n. bleno.. of -,.,ater, it would incur excessive capital 
and/or operatin9 costs. 

In order .to resolve water qualiey complaints in the 
Friendly Valley area. applicaut is increasing the proportion 
of Caseaic water in the blend for that area.. Applicant's. 
president and manager Manetta testified that during periods 
of heavy demand the well which. had supplied Friendly Valley 
did contain sand and air. That well has been taken out of 
service. It will be sealed and abandoned. 

Manetta further testified that: 
1. 'the usand" now being. observed" in the 

Frieudly Valley area water supply 
consists of particles being broken off 
the pipe li~ previously precipitated 
oue of the local well supply~ 

2. Applicant's well supplies were highly 
miuualized but had no discernible 
taste or odor. 

3. Many water softener servicepersons have 
not decreased the frequency with which 
they ch.a.~e water softening. chemicals for 
applicant s customers eveu though there 
is a lesser need for such chemicals • 
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4. !he factors noted above have misled 
many of its customers· into believing 
that applicant had not tmproved the 
quality of the water it serves. 

Conservation 
Applicant's conservation program, contains. the 

following elements: 
1. Revision of its water service bill to 

show present and prior year's consump­
tion for comparable periods being 
billed to develop greater consumer 
awareness of the need for conservation. 

2. ·Sending an engineer to elementary 
grade schools to discuss conservation 
with the students. 

3. Office distribution of pamphlets 
prepared by the Los Angeles Department 
of Water and Pcwe= supporting conserva­
tion. These ~aterials will be replaced 
with comic books and brochures, ordered 
from the State Department of Water 
Resources, promoting conservation. 

4. Conducting water loss and leak 
detection investigations to cut down 
on water losses. 

5. Discussions with customers conceruiug 
installation of timers and more 
frequent monitoring of irrigation 
practices to avoid wasting trrigatiou 
water. 

6. Discussions with developers on types of 
landscaping to· plaut to· eut down ou 
water use • 
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Results of Operations 
Applicant has provided recorded revenues and expenses 

for tbe years 1976 through 1980» and from.- this information has 
projected revenues!/ and expenses for 1981 and for test years 

1982 and 1983. ~ addition. applicant calculated an operational 
attrition rate to develop the revenue requirement for its 
requested 1984 offset increase. A staff engineer has made his 
own projections., which vary in part from- applicant's. Differences 
between applicant and the staff and further adjustments, adopted' 
by the Commission, are discussed below. Applicant's customers 
object to the magnitude of the proposed 1982 increase. 
Through use of a shorter period to amortize applicant's 
balancing account balances and use of later electric: and gas 
rates, the magnitude of applicant's 1982 increase is reduced. 
A further reduction in rates results from our amortization of 
the balance iu applicant's 'IIA... We have also summarized the 
causes for major increases in applicant's expenses. 
Operating Revenues 

The staff est~te differs from applicaut's revenae 
estimates for miscellaneous revenues for construction 
purposes. Applicant's miscellaneous revenues do not reflect 
its proposed increases in service charges. The staff revenue 
estimates at proposed rates exceed applicant's estimates by 
$6,600 in 1982 and $8,500 in 1983 primarily based on those 
increases in service c~g~~ Since construction water is provided at 

1/ Applicant used 1971 through 1980 climatological and· use per 
- res:Ldential customer data to· develop. a normalized water use 

for the test years • 
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metered service rates (plus reimbursement for installation 
and removal charges), these staff estimates will be adopted'. 

Applicant estimates that it would serve 4~ residential 
and commercial customers 01'1 a ltmited flat rate schedule. 
Applicant proposes no increase in rates for those customers. 
Applicant has now metered all but 19 of those customers.!! 
Applicant's witness believes there would be a very slight 
effect on revenues due to that metering. 

The adopted results reflect reveuue increases of, 
$4,800 in 1982 and $6,000 in 1983 for the 27 customers transferred 
from flat rate service to metered service. In addition, we 
nll require the remaining. flat rate customers to pay a 
proportionate share of the rate increases authorized in this 
decisiou. !his increases rev~t:es by $340 in 1982 and $600 
1.':1 1983. 
Favroll Expense 

Applicant's witnesses testified that its overall 
payroll expenses are increasing due to: 

1. General and merit increases paid to its 
employees. ~/ 

2. Its requirements for more staff related 
to customer growth. 

, 1:.! Applicant is reluctant to meter the remaining customers to· 
avoid repairs or replacements of a substandard system it had 
acquired. 

1! Applicant adopted an improved benefit package for its 
employees in 1979' whieh is reflected in its administrative 
and general expenses .• 
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3. 

' . 

. 4/ ,-Growth in the number Ot :neters- lt 
must test to conform to the requirements 
of the Commission's Gener~l Order Series 
103. 

4. Its need to operate and maintain more 
~lant to blend and boost the Castaic 
;upply with its well supplies. 

Applicant's estimates for payroll expenses include 
the addition of two employees in 1982 and none in 1983. The 
staff engineer analyzed applicant's customer growth and operating 
and maintenance practices and estimated <l need for one new employee 
in 1982 and ~nother in 1983. Applicant did not contest that 
adjustment. The staff's payroll expense estimates are adopted. 
Pumping Expenses . 

!his group of accounts includes applic:antts purchased 
powe~ and purchased gas fo~ pumping expenses and ope~at1onal 
and :laintenance expenses for applicant's pump,ing equipment .. 

Due to tbe stipulated judgment ~ applicant is pump' ins 
less water from wells at higher elevations. In order to serve 
the =a?idly growing upper portions of its system~ 3?plicant 
is using water boosted from lower elevations in its system to­
compensate for the loss of upper-area well production. 

Since all increases in applicant's total supply 
requi:'ements are being met by boosting additional quantities of 
Castaic water, the average energy requiremeot per ~~it of water 
delive~ed is i~c:e~sing. 

~I Applicant's. outside service expenses 31so reflect 
increases in n.u~bers of meters being tested • 
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Applicant's purchased power and purchased gas expenses 
have increased substantially due to a generally upward trend in 
electric and gas rates, the above-described changes. in app-licant' s 

operations, and growth in total water requirements. 
A staff engineer testified that all of applicant's 

pumps were tested in 1981. Based on his review of the results 
of those tests, he believes that applicant "s: pumps are operating 
at reasonable efficiencies; and he has adopted applicant's 
pumping expense estimates. 

One of the reasons applicant filed the amendment to 
the application is to recover increased electric rate expeuses. 
Applicant also has the opportunity to recover increased electrical 
expenses through later amortization of any balancing account 
uuderco11ections. Edison's Energy Cost Adjustment Clause rates 
were reduced on May 4, 1982. On that same date, Southern 
california Gas Company (SCG) was authorized to inC1:'ease its 
Conservation Cost Adjustment which increases applicant's 
purchased gas expenses. 

If adopted expenses are based on later electric rates. 
it would be equitable to use later gas rates in dete;mining 
applicant's expenses. Use of later electric and gas rates will 
permit net expense reductions of $17,740 ($27,150-$-9,410) for 
1982 and $18,960 ($28",370-$9,410) for 1983. It is reasonable 
to adopt expenses based on those later rate levels to lessen 
the magnitude of the 1982 increase authorized in this decision • 
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Source of Supply Expenses 
Applicant f s 1979, 1980., and 1981 source of supply 

expeuses,.2l excluding purchased water expenses, were approximately 
$21~800~ $22~300, and $3l~700~ respectively, primarily for well 
and supply main maintenance. Applicant pumped 10,293 AF of 
water from its wells in 1979". It took its initial deliveries 
of water from castaic in 1980. Its estimates of source of 
supply expenses for 1982 and 1983 are based ou the stipulated 
judgment limiting its well supply to 5,000 AF per year. castaic 
is increasing its rate from $65/AF in 1982 to $100/AF in 1983. 

Applicant's estimates of $41,600 for 1982 and $44,800 
for 1983 for source of supply expenses,. excluding purchased 
water expenses, are reasonable and are adopted. 

Applicant's purchased water expense estimates are 
$390 ~ 800 for 1982 and $649,700 for 1983,. an increase of $258:,900 .. 
The staff made a minor correction to applicant's- est:Uiaate~ 
increasing 1983 purchased water expenses by $300. Castaic's 
rate increase accounts for $210,400 or 81.21. of the staff's 
estimated increase in purchased water expenses of $259-,200 
for 1983. Increased water purchases account for the remaining 
$48.,800. 

This decision adopts the staff's purchased water ' 
estimates. 

~I We take official notice of applicant's 1979', 1980, and 1981 
annual reports. . 
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Applicant's consultant testified· that if the 1983 
rates adopted by the Commission reflected purchased water costs 
of $lOO/M, no offset for this increase is needed. Since 
adopted 1983 rates. reflect the $lOO/M rate for Castaic water,. 
the operational attrition offset for 1984 should not include 
attritiou due to the higher purchased water rate, but it should 
reflect attrition due to increases in the r~io of purchased 
water to the total water supply. 

Unaccounted-for Water 
Applicant's purchased water and purchased fuel 

expenses are materially affected by the amoWlt of system" water 
losses. Applicant esttmates its long-term level of uDaCcounted­
for water equals 16.51. of water sa.les .• !/ Approximately 971.; of 
the footage of mains ~ applicant's system is asbestos-cement 
?ipe. Applicant's consultant believes the loss for this system 
should ideally be in the 51. to 81. range. Applicant attributes 
the high level of water losses prtmarily to the theft of water 
by contractors. Manetta testified that large losses are also 
due to major and relatively frequent breaks in large 
steel mains (constructed with flexible couplings) in two 
seismically active portions of the service area. 

The service area is frequently subject to, hot weather 
and strong winds which create hazardous fire conditions. 
l.os Angeles County is now requiring subdividers to- plant 
vegetation on hillsides and to install sprinkler systems. 
Contractors engaged in subdivision work and in highway construc­
tion fill their tank' trucks- from· fire hydrants within applicant's 

§./ The impact of applicant's flat rate water sales on this 
percentage is negligible • 
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extensive service area for various purposes~ including watering 
to establish newly planted vegetation. Lacking police autbority~ 
applicaut's crews have warned some of these offenders tbat 
applicant would prosecute them if they were caught taking water 
again. Manetta testified that the county's sheriff and fire 
depa.:rtments have agreed to prosecute anyone they caught stealing 
water from applicant. 

Due to the introduction of Castaic water into the 
water system~ there will be more leakage from· old' steel 
ma.ins~ any deteriorated services~ and customer piping. The 
following excerpt from· Manetta's testimony illustrates the 
problem: 

"EXAMINATION 
BY AU LEVANDER 

nQ I assume that as a result of the scaling 
from the inside of existing pipes you're 
also going to be running into customers 
with more leaks than in the past. 

"A In some of the very old systems that 
we've acquired where the scale is holding 
the pipe togetber, it seems like some of 
that old galvanized ~ipe is pretty well 
shot on the customer s side of tbe services." 
Applicant's flat rate customers are on an old undersized 

steel system. Applicant should replace a relatively small portion 
of its systemIl to reduce leaks and permit metering of the 
remaining flat rate water users. 

11 Schedule D.3.B. of applicant's 1981 Annual Report shows 
(1) the followirig footages and diameters of small steel mains: 
825 feet - 3-incb., 11 feet - 4-inch, and 548 feet - 6-inch; 
and (2) a total footage of steel mains of 14,318: feet out of 
837,719 feet of main in the system • 
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As a conserva~ion measure~ applicant should periodically 
~dvise i~s customers on how to detect leaks in their house and 
yard piping and it should spot-check for likely sources of leaks 
on its system. 

Applicant could determine whether pressure-actuated 
valves could be installed in the vicinity of the seismically 
active areas which would close if there is a major main break, 
but would not close due to heavy water use. 

Applican~ should attempt to secure the cooperation of 
its customers in reducing water theft. It should periodically 
notify each of its cuseomers of its estimates of the additional 
water and fuel costs its customers arc paying due to water theft 
and encourage its customers to notify the sheriff's office if 
they notice anyone filling a talik truck from an unmetered fire 
hydrant. Applicant r s crews could use mobile radio equipment 
,0; t~~ephones to report water thefts they observe. 

Applic~nt may b~ able to improve its cons'ervation efforts / 
by reviewing the adequacy of its testing procedures for source of 
supply meters and making appropriate changes. 
Balancing Account Adjustments 

Applicant requests- that the net balance in its 
purchased water ~nd purchased power balancing accounts be 
~ortized over 36 months~ at the cutoff time in this proceeding, 
to roughly parallel the interval between its general rate 
increases. Applicant concurs with the staff proposal to 
amortize the $286,200 ovcreolleetion balance in these accounts 
as of December 31, 1981 over the three ye~s 1982 through 1984-
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But the three-year amortization does not adequately 
address the impact on ap?lieantts customers of increasing: 
rates by a large amount)in 1982 and by relatively small amounts 
in 1983 and in 1984. Ihis decision reduces the proposed 1982 
rate increase by providing for a one-year amortization of the 
balancing accounts. Changes in electric rates may alter the 
electric balancing account amortization period. Applicant 
may request a rate offset to recover inc:-reases in its purchased 
power ~~eDSe when the overcollection in its purchased power 
balanci~g account has been amortized. 

Applic.lnt. does :l.ot have J. purchased gas balo.ncing 
account at. this t.ime. If and when applicant files an ~dvice 
letter seeking a purchased gas cost offset, it can establish 
a pureho.sed gas cost bala~cing J.ccount. 

We will est.lblish. negative amo't'ti::.::.tiot'. billieg 
:actors which reduce the 3dopted qU.lntity rates during their 
=espective ~ortization periods. The negative amortization 
factors per hundred cubic feet (Ccf) of water sold' will be 

. i~dicated by footnote on applicant's metered rate schedule. 
At the end of each amortization period al'P'licant should file 
an advice letter to eliminate the appropriate billing 
amortization factors • 
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Tax Initiative Account 
Applicaut believes that D.93l47 dated June 2, 1981 

in OII 19 leaves open the disposition of the balance in its 
TIA. in this proceeding; since its earnings. were low Clue in part 

to the delay in securing rate relief, it should' not be further 
peual1zed by refunding the TIA. balance to its customers. 
Therefore, it requests that the $113,149 overcollection in 
its TL\. be transferred' to surplus. 

The addition of Article XIII.A. to the Constitution 
of the State of california placed limits on the amount of 

ad valorem tax on real property and places limits on increases 
on the assessed values of real property. The Commis-s,ion opened 
OIl 19 to reduce utility and certain transportation rates to 
reflect lower levels of property taxes. The 'rIA. mechanism was 

established to hel~ achieve such rate reductions. Applicant 
was required to establish a 'rIA. 

'!he Commission would be discriminating in favor of 
applicant if it authorized the transfer of applicant f s TIA 

overcollections to its surplus. Any utility which did not 
achieve its authorized rate of return during the period it 
maintained a T~ could request that type of t~eatment. 
Many of these companies have reduced their rates to refund TIA. 

overcollectio'CS. In that context: the delay in processing 
A.57462 is not relevant. 

Applicant's. request to retain the balance in its 
TIA is similar to Edison's request to retain the overcollections 
generated by operation of Edison's fossil fuel clause. The 
CommisSion provided' Edison with a mechauism to permit expeditious 
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rate adjustments to offset rapidly increasing f08Sil fuel 
expense costs. Edison sought to retain revenues it collected 
in excess of its fossil fuel expenses. One of Edison's 
arguments for retention of its overcollections was that it 
had not achieved its authorized rate of return. In D.8S,731 
we ordered Edison to refund those overcollections over a 36-
month period. In Southern California Edison Co. v Public 
Utilities Com. (1978) 20 c 3d 813~ the California Supreme 
Court affirmed the Commission order. Footnote 8: of the court t s 
decision states: 

"Edison's misconception also underlies its 
contention that it is entitled to keep 
these overcollections because during the 
years in question its actual rate of reearn 
averaged less than the minimum reasonable 
=ate ?reviously authorized by the commis­
sion. !he contention fails for two reasons • 
First, as noted above, Edison was not 
entitled to earn a profit on its expenses. 
Second, even its laWful profit was not 
guaranteed. A utility is entitled only 
to the opportunity to earn a reasonable 
return on its investment; the law does 
not insure that it will in fact earn 
the particular rate of return authorized 
by the commission. or indeed that it will 
earn any net revenues." (Citations omitted.) 
the court made the distinction between revenues derived 

by general ratemald.ng processes and revenues designed: to offset 
specific expeuses. Where a specific proviSion is made whieh 
ties revenues to a specific item of expense, overcollections 
should be returned ~o a utilityt s ratepayers whether the CNe1:­

collection is to offset fuel expenses or a property tax expense • 
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The ~dering paragraphs iu D.93147 relevant to 
a.pplicant 's proposal are: 

"1. All Tax Initiative Accounts (TIAs) are 
terminated on December 31, 1980 and' the 
balances therein shall be addressed and 
ap~lied to rates in the earliest practicable 
offset or general rate proceeding following 
the date of this order. 

"2. All issues respecting. each respondent's 
TIAs are reserved for hearing in appropriate 
rate proceedings." 

The TIA issue in this proceeding is how to amortize 
the fixed balauce in applicant's TIA. Rapid' amortization of 
both balancing account and, tIA balances could' pose a cash-flow 
problem for applicant. We do, not believe that the shorter 
amortization period used for the rapid1y changing. balancing 
accounts should be adopted for amortization of the TIA. Since 
the TIA. is a fixed charge II we will reduce applicant's service 
charges at rates designed to' amortize the TIA over a 30-month 
period which would terminate near the beginning of the first 
test year in applicant's next scheduled general rate proceeding. 
The adjustment should be applied to all billings until the TIA 
is fully amortized. Applicant should supply the Coamiss1on 
with annual calculations of the TIA. balance until it shows 
that the 'rIA. bas been fully amort ized • 
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Appendix C contains the derivation of tbe TIA. service 
c~ge adjustments~ balancing account adjustment factors per 
Ccf of sales for purchased water and purchased' power~ adopted 
quantities~ and relevant statistical information. Appendix C 

also shows income tax calculations for 1982 based on the rates 
'contained in Appendix A authorized in this decision. and far 
1983 based on the conditionally authorized' rates contained in 
Appendix B;.!! 
Rental Expenses 

Applicant's 1982 estfmate of $427.400' for rental 
expense consists of rentals for storage tanks: (831.) ~ office 
equipment (101.)~ and meters and miscellaneous items (77.). 
Its rental expenses more than doo.bled between 1980 and 
1981 -(from $181.070 to $404~102) primarily due to 
rentals on four storage ta~ with a capaeity of 10 million 
gallons. Applicant estimates its rental expenses will increase 
to $430~OOO in 1983. 

In D.91372 the Commission encouraged applicant to, 
purchase rather than rent storage equipment when it was in a 
position to do so (see mimeo. page 21). Applicant has no 
plans for leasing additional storage tanks at this time and­
it is no longer installing leased meters. 

These rental expenses constitute a significant portion 
of applicant's total revenue requirements for the test years. 
After review, the staff concurs with applicant's rental expense 
estimates. We find those rental expenses to' be reasonable and' 
adopt them in this proceeding. However, if applicant expands 

8/ Rates conditionally authorized for 1984 are based on 
- applicant's operational attrition • 
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its use of leased water system plant in the future, we would 
test the reasonableness of the new rentals against the additional 
revenue requirement resulting from' applicant's ownership of 
that plant in a future rate proceeding. Applicant would be 

required to make that comparison in an exhibit which uses the 
then authorized rate of return to establish earninga ou 
company-owned plant. this. requirement would not apply to-
office and communication equipment ~ vehicles ~ construction 
equipment, or to c:OIDIDUIU:cation lines. 
Payroll Taxes 

We will adopt the staff's· estimate of payroll taxes 
to conform with the adopted payroll expenses. 
Federal Income Taxes 

Applicant's revised estimates increase'income 
taxes due to. EltTA. and to rate base changes by $79'.900 for 
1982 and $135,800 for 1983. We will require applicant to, 
provide its customers with a notice, Appendix 0., e~la1ning, 
the impact of ERTA on the rates authorized in this' decision. 

The income tax estimates of applicant and the staff 
differ because of differences in their respective esttm4tes 
of revenues and expenses as described above and to applicant's 
inadvertent use of 1981 tax rates in calculating 1982 and 1983 
federal income taxes. The staff used the 1982 and 1983 rates 
contained in the ERTA. At authorized rates $38,5-80 of the 
$311,140 federal income tax for 1982 is attributable to, ERLA. 
The corresponding am~unts for 1983 are $30~590 out of $367,570 • 
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Summary of Earnings 

There is no disagreement between applicant and the 
staff 0'0. other items included in applicant's summary of 
earnings~ e.g.~ depreciation. expense and rate. Tables, 1 and 2 
show the estf=ates of applicant and the staff and adopted 
revenues. and expenses at the ad'opted rate of return of 13.011-
on rate base for test years. 1982 and 1983. Since the balancing 
account and rIA. amortizations will not co,incide with the test 
years, tbey will be treated outside of the summary of earnings. 

Both applicant and the staff reduced' the 1982 and 
1983 rate bases by the estimated reserve for deferred income 
tax as a consequence of the normalization. treatment required 
by ERTA. The amount of these amortizations are $12,300 in. 
1982 and $52,900 in 1983. The resulting net adjusted rate bases 
are $4,357,400 for 1982 and $4,731,400 for 1933 • 

The increase authorized for 1982 is ~1,107,500 (41.051.). 
The cond:Lt:Lona11y author:Lzed increase for 1983 is $369,700 
(9.281.) over 1982 revenues • 
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• TABLE 1 

SANTA ClARITA WATER COMPANY 

SUMMARY OF EARNINGS 
Estfmated Results of Operations 

Test Year 19820 

. . 

Operating Revenues 
Deductions: 

Purchased Water 
PuTchased Power 
Payroll 
Rents 
Other ~ Expenses 
Admin. & Gen.. and Mise. 

Subtotal 
Depreciation Expense 

· · · · 
!5resent Rates :-AuthoriZed: 

Apelicant . Staff : Adopted • Rates . . . . 
$2.698.000 $2.6'98.000 $2.698.000 $3 •. 805,500 

390.800 390.800 390.800 390,800 
665,300 665,300 647,600 647,600 
504.100 486-.100 486·,100 486-,100 
427,400 427,400 427,400 427,400 
276,500 276,500 276,500 276,500 
251.400 251.400 251 1400 251;1400 

2,515,500 2,497,500 2.479,800 2,479',800, 
150,500 
178,800 

150,500 15-0,500 
177,300 al 177,30~/ 

150,500 
177,300bl 

• 
Taxes Other Than on Income 
Balancing Account Adj. 
Tax Initiative Account 
Income Taxes 100 

(95,400)- ~I - - -:£.1 
100 200 431 1 000 

Total Deductions 2,844,900 2,730,000 2,807,800 3·,238:,600 

(146,900) (32,000) (109,800) 566,900 Net Operating Revenue 
Depreciated Rate Base 
Rate of Return 

4,35-7,400 4,357,400 4,35·7,400 4,357,400 

• 

('Loss) (Loss) (Loss.) 

(Red Figure) 

~/ Applicane concurs with this adjustment based upon a 36-
month amortization of the $286,200 balance in applicant's 
purchased electric power and purchased water balaucing 
accounts. 

~/ The rates contained in Appendix A reflect negative 
amortization factors of $0.0090 per Cef for purchased 
electric power and $0.0605 per Ccf for purchased water 
to amortize the $286,200 over 12 months beginning on the 
effective date of the rates in Appendix A. 

~/ The rates contained in Appendix A reflect negative service 
charge adjustments to amortize the ~113,149 overoollection 
in ap~licant's rIA over 30 months beginning on the 
effective date of the rates in Append'ix A • 
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• 
TABLE 2 

SANTA CLARITA WA'I'ER COMPANY 

SUMMARY PF EARNINGS 
Estimated Results of §Per at ions 

Test Year 198 

: : Present Rates :AuthoriZed: 
: ____________ I_t~e_m __________ ~::A:p:p:l:i:c:a-n_~t_-~·~-_~_S:t~a~f~f~_-_~_-:_~_A:a:O:p~t_-e_d:~_: __ R_a_t_e~s ___ : 

Operating Revenues 
Deductions: 

$2,824,700 $2,824,700 $2,824,700 $4,352,800 

Purchased Water 
Purchased Power 
Payroll 
Rents 
Other ~ Expenses 
Admin. & Gen. and Misc. 

649,700 
692,400 
555,700 
430,000 
304,000 
274.100 

650,000 
692,400 
555,800 
430,000 
304,000 
274.100 

650,000 650,000 
673,500 673-,500 
555,800 555,,.800 
430,000 430,000 
304,000 304,000 
274 2100 2741.100 

Subtotal 
Depreciation ~ense 

2,905,900 2,906,300 2,887,400 2,887,400 

Taxes Other Ih.an on Income 
Balancing Account Adj~ 
Tax Initiative Account 
Income Taxes 

155,100 
203,200 

100 

155,100 155,100 155·,100 
203-,200 al 203,200b / 203,200b1 (95,400)- ~f c/ - -100 200 491,500 • Total Deductions 3,264,300 3,169',300 3,200,600 3,737,200 

(439,600) (344,600) (375,900) 615·,600 Net Operating Revenue 
Depreciated Rate Base 
Rate of Return 

4,731,400 4,731,400 4,731,400 4,731,400 

• 

(Loss) (Loss) (Loss) 

(Red Figure) 

~/ Applicant concurs with this adjustment based upon a 36-
month amortization of the $286,200 balance in applicant's 
purchased electric power and purchased water balancing 
accounts. 

'E/ The 1983 rates contained in Appendix B; reflect ~egative 
amortization factors of $0.0090 per Cef for purchased 
electric power and $0.0605 per Ccf for purchased water 
to amortize the remaining portion of the $286 7 200 over­
collection in applicant's balancing accounts. 

£./ The rates contained in Appendix :s. reflect negative 
service charge adjustments to amortize the $113,149 
overcollec:tion in applicant's 'rIA over 30 months • 
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Operational Attrition 
Exhibit 37 in A.S7462" is the water supply contract 

between applicant and Castaic. The following water price 
schedule is contaiDed in tbe contract: 

Year Price Per Acre-Foot 
1980 
1981 
1982 
1983 
1984 
1985 

~ 65· 
65 
65 

100 
101 
107 

Applicant's purchased water expenses are based on 
coneract rates and contract quantities. Wben applicant uses 
t~ese purchased wa~er expenses in its operational attritiou 
s~udies, it trends an increase of one-half of the 1983 purchased 
water price increase, or $17.50 per acre-foot into- its 1984 
attrition allowance. 

At a purchased water level of 7,000 AF in 1984, 
applicant's expenses would increase by $7,000 because of the 
increase in water rates, but its trended operational attrition 
estimate would include a 1984 offset attributable to purchased 
water price increases of $-122,500 • 
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. 
" 

Applicant's witness confirms that an offset for 
purchased water rate increases is not needed if the 1983· step­
rate increase includes the higher cost of purchased water. . 
Since higher expenses for items covered by balanc:tug accounts 
may be recovered in an offset proceeding and the amortization 
period for the balancing accounts (and the 'rIA) do not coincide 
with the test years. it would be reasonable to· exclude the 
impact of those expellSes in the calculati.on of operational 
attrition. 

On this basis the attrition rates between 1981 and 
1982 and between 1982 and 1983 are 3.081. and 1.37i., respectively. 
The average attrition rate for the two· periods is 2.221.. The 
1984 offset increase required for operational attrition is an 
increase of $217.000 (4.981.) • 
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'Rate of RetuTn 

, , 

,-

Applicant's Testimony and Argument 
Applicant's direct testimony on rate of return is 

limited to a statement of its overall request for a rate of 
return of 15.801. designed to yield a return of 17.01. on 
e~ity. based on applicant's capital stracture and debt cost 
on May 31, 1981. 

When cross-examined. applicant's consultant set forth 
areas he considered in making that recommendation as follows: 
(a) the utility's owners are entitled' to earnings on their 
investment equal to or in excess of available alternative debt 
investments and (b) changing circumstances affecting applicaut 
between the t~ applicant files its Notice of Intent and the 
issuauce of this decision, such as prospects for customer 
growth and demands £or' equity funds from applicant I s' owners • 
He also testified that the determination of a fair rate of 
return includes an assessment of risk which is most commonly 
measured by the utility's capital structure or the relation­
ship of its equity to debt. In a comparison with other 
California Class A water utilities, he points out that some 
of those utilities have 15 to 25 districts. He believes 
applicant's earnings tend to be much more volatile than the 
earnings of a company like California Water Service Company 
(CWS) which bas over 20 districts. 

In redirect testimony, he supplied recent financ1al 
information (Exhibit 6) which he believes supports his original 
rate of reearn recommendation. The exhibit shows long-term 
bond yields for power and communication utilities ranging 
from 16,.401. to 16.571., a prime rate of 15-3141.~ a 17.381. 
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. 
" 

" 

--- .. ---
preferred sto~~_yiel~ _~~r _ ~aci;ic Gas and Electric Comp~ny 
pricea to yiel,§ lS ,,:_8_0%, ana the r.~~e of return authorized to 

~tlst 3:ermosa-:-Redondo. District in Do:82-01-51 dated January 5,. 
1982 in A.60S68 of 11.58%' which allows a 14.50% return on equity. 

Applicant argues that its risk from the elosure of 
a major industrial plant is greater than the risk to CWS from 
a similar occurrence in one of its districts; :!.£ its request 
for 17.0% return on equity is too high, the staff's 13.51. 
recommendation is too low. 

Staff's Testimony and Argument 

The staff accountant in charge of the rate of return 
section in the Revenue Requirements Division testified that a 
13,.017. rate of return which provides a 13 .. 501. rate of return 
on common equity would be reasonable.. In making his recommend­
ation. he reviewed applicant's results of operations report for 
1981 to 1983 and the comparable staff report. He also analyzed 
applicant's past financial history. past earnings performance, 
trends in interest rates, current economic conditions~ 
regulatory env1ronment~ and other factors. He testified that 
(a) applicant's capital structure contains a high eqUity ratio 
of 731., (b) applicant has no major financing plauned for the 
test years, and (c) a 13.501. returu on equity reflects adequate 
financial consideration for the lower risk associatea with 
applicant's strong equity position. This return provides a 
4.12- x after-tax coverage which should allow applicant to- obtain 
future f:Lnancing, if needed, at reasonable rates, provides 
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moderate additious to retained earnings,. and' permits applicant 
to provide reasonable service to its customers. He concurs 
with applicant t S capital ratios,. but differs with applicant's. 
estimate of interest on debt. He used applicant t s. average 
cost of debt in 1981 for the test year. He not~s that a 
portion of applicant's debt is a loan with a rate of 11. over 
·the 'prime rate; portions of applicant t s debt are retired 
annually on a proportional basis. 

· · · · 

The following tabulations contain the capital ratios 
and costs developed by applicant and by the staff and show a 
difference of $240,.22S in recommended revenue requirements. for 
1982. 

. capital .. Cost . Weighted .. .. .. 
Com~nent .. Ratios . Factors .. Cost - . . 

A22licant's Reguested Rate of Return 

tong-term Debt 26·.971- 12.601. 3.40i. 
Common Equity 73.03 17.00 12.41 

Total 100.001. 15.8:11. 

Staff Accountant's Recommended Rate of RetuTn 

Long-term Debt 
Common Equity 

Total 

27.001-
73.00 

100.00'7. 
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Difference in 1982 Revenue Requirement 

.. : Weighted . .. Net-to- . .. .. .. . .. .. . .. Cost - Staff : Gross .. Revenue . .. .. . .. -.. Item :Differenc:e : Rate Base: Mu1ti2lier:Re~1rement: .. 
Long-term debt .241- $4.357,000 $. 10,457 
Common Equity 2.56 4,357,000 x 2.06, 229":1 771 

Total 2 .. 80~ - $240.22'8 

Under cross-examination, the staff witness testified 
that (a) a return of 177. is extraordinarily high for a·water 
utility; (b) he reviewed authorized rates of return and capital 
ratios of Class A water utilities.; (c) the Comm:ls.sion authorized' 
returns on equity ranging from 13.21. on common equity for the 
multidistrict Citizens Utilities Company of California (based 
on the capital structure of its parent) to 14.5'7. for CWS; and 
(d) applicant had the highest equity ratio of any of the Class A 
utilities he mentioned. He further testified that his recom­
mendation was not limited to capital structure considerations. 
He also gave consideration to the overall rate of return and 
the percentage increase in ra~es requested by applicant. Since 
applicant had no financing plans scheduled for the next three 
years, he questioned the relevance of a comparison of applicant 
to Pacific Gas and Electric Company in assessing: risk. He 
contrasts applicant's pro forma ratemaking adjustments sbowing 
losses for 1981 with its ability to institute a dividend policy 

\ 
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for 1982 (which he considers .l.ppropriate). He believes that 
the magnitude of applicant's below-the-line income tends to 

lessen its risk.if 
The staff argues that ±ts witness has· looked at 

returDS on equity for water companies ·and has looked at 
applicant's financing requirements. Furthermore. staff 
counsel notes that applicant's ~itness agrees with the concept 
that the higher the equity, the lower the risk to a cO'Clpany. 

Discussion 
Applicant has not demons:trated its need for a 17.01-

return on equity. In recent years, applicant has had to· ~ke 
major modifications to its system to accept deliveries from 
Castaic, cut back on its well production, and blend, store, and 
pu~p blended water to its c~stome~s. In addition~ it has 
c:onst'r'!cted plant: to acco=o':see :ustor.:cr g::owth. Its 
invest:ent in ?lant has grown, but it h~s reduced its plant 
inve~~~en~ by le~sing stor3g~ t~nks ~nd other t~cilities_ 

:t h~s also required develo~~rz to contribut~ the cost of 
major pl~nt additions. Applic~n~ is not now ?l~nning to lc~s~ 
.lddition",l ?l~nt and it does not expect to lSS\,le .lcidition.ll 
debt 0: securities to financ~ new construction through 1984. 
Applicant has a very high ~quity ratio and ample after-tax debt 
coverage. 

~/ Applic.lntis 1981 Annl.l~l Re~ort shows nonoperating reve:'l.UCS 
of S121,725 (including S121,657 of interest revenues) ~nd 
interest deductions of $122,616, including 598,335 of 
interest on its long-term debt • 
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Operational attrition reduces applicant's, earnings .. 
However, the increase in Castaic's rates accounts for the culk 
of the operational attrition projected cy applicant for 198-3" 
Since the 1983 rates adopted in this decision give recognition 
to t.."'lat increase, applicant has not established that its risk is 
comparacle to other Class A water utilities or to communications 
and energy companies. 

The factors considered by the Commission staff are 
relevant ",no its conclusions are reasonaole_ We will adopt 
the staff's rate of return recommendation. 
Rate Desicrn 

Applicant proposes to increase its metered service 
charges and commodity rates by an equal percentage.. Applicantts 
witness expressed surprise that the Commission did not establish 

• a lifeline block in its rates in D .. 9l372. He correctly anticipates 
Commissio~ adoption of a lifeline block in this proceeding in 
accordance with the Hydraulic Branch's current model rate structure 
policy which includes a lifeline allowance of 300 cubic feet per 
month and a second clock rate which is not more than 5,0% higher 
than the first block rate, and a service charge in its metered 
service tariff .. 
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Applicant's consultant testified that 337. of , 
applicant's revenues are contained in its present service charges 
in accordance with staff policy guidelines at th~ ttme° its rates 
were established; and that an equal percentage increase in fixed 
and commodity charges at this time is reasonable due to 
seasonal var1atious in water use which can produce a cash-flow 
problem when water revenues drop due to decreased sales in 
cold and wet weather. He also, noted that the percentage of 
fixed charges sought by applicant was lower than the percentage 
recommended to the Commission by the California' Water Association. 

Applicant's present and proposed metered rates are 
tabulated below: 

.. Per Meter Per Month · · .. ProR,2ud. .. .. 
: . .. 

· . .. Effective :. Effective: ;PTe,ent!i .. .. .. 1982 .. 1/1/83 .. t/1/84 .. . . . -
Service Charge: 

For 5/8 x 3/4-1nch meter $ 4.58' $ 6.98 $- 7.sS. $ 8.0S. 
For 3/4-1nch meter 6.00 9.13 9.90 10.55 
lor 1-iDCh meter 9-.03 13.73· 14.89 lS,.88 
For llr111Ch meter 12.67 19-.27 20.90 22.28-
For 2-1nch meter 16.34 24.85 26.94 28.72 
For 3-inch. meter 30.41 46.25 SO.lS 53.47 
For 4-inch meter 41.50. 63.20 68,.5J. 73.0S 
For 6-:1DCh meter 69-.93 106.40 115.30 122.90 
For 8-:1nch meter 101.40 1.54.00 167.00 178:.00 
For 10-:1DCh meter 124.70 190'.00 2{)S.OO 219-.00 

Qu.ant1 't.y llate: 

For all Yater delivered,. 
per 100 cub1c feet $0.4.> $0.684' $0.742 $0.791 

~ Sem:c:e ch&:&e. at preeeat rates 1nelude surcharge. for each 
meter a1:e to offset lost f1re proteet1on revenues • 
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The adopted metered rates tabulated below maintain 
the percentage of fixed charges sought by ap~licant and adopt 
a lifeline quantity block of 3 Ccf per month. '!hat lifeline­
block will give small users a lower-thau-average percentage 
iIlcrease in rates. 

Service Charge:~/ 
For 5/8 x 3/4-inch meter 
For 3/4-inchmeter 
For l-inc:h meter 
For l~-inch meter 
For 2-inch meter 
For 3-1nch meter 
For 4-1nch meter 
For 6-incn meter 
For 8-inch meter 
For 10-inch meter 

Quantity Rates~/ 
First 300 cu.ft., per 

'100 eu.ft ............. . 
Over 300 cu.£t .. , per 

100 cu.ft •••••••••••• 

1982 

$ 6.90 
8.90 

10.75 
14.30 
19.35· 
35.80 
48.65 
80.85 

120.20 
148.80 

$ 0.45 

0.573 

Per Meter Per Month 
Authorized Rates ;1 

Effective Effective 
1/1/83 1/1/84 

$ 7.50 
10.35-
12.70 
16.95· 
22.90 
42.40 
57.65 
95 .. 80 

142.45· 
176,.40 

$ 0.50 

0.691 

$ 7.a,7 
10.85 
13 • .35 
17.80 
24.05-
44.50 
60 .. 50 

100.55 
149.55· 
185·.20 

$ 0.5,25-

0.726 

2:./ Property tax aCCl:Uals in a tax initiative account are 
being amortized over 30 months through reductions in 
service charges at a rate of approx~te1y 3.61.' of 
the utility's 1982 serviee charge revenues. 

~/ Purchased water and purchased electric balancing 
account overco11ections are being amortized through 
reductions in all quantity rates of $0.0603 and $0.0090 
per Ccf, respectively, for approximately 12 months in 
1982 and 1983. 

* 
c/ The tabulated 'rates reflect the amortizations described 
- above. See pages 3 and 4 of Appendix C for further 

detail • 
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Applicant's consultant proposes no change in its 
l~ited flat service rates as an incentive to applicant to 
meter those customers. However, applicant does not suggest 
any reduction in its revenue requirements related to that 
posture. Applicant I s costs are increasing to serve those 
customers.. Therefore, it is appropriate to increase those 
flat rates oy the same pe1:'centages as mete1:'ed rates. Present 
and authorized flat rates are tabulated below: 

MonthlI Rates 
p;esent 1982 1983 l2§!!. - -

1. For each rea1deDC:e, 1DClwUug. 
1 lot of 5.000 square feet 

$6.50 or lea. per service ••••••••• $5.00 $7.65 $8.10 
For eaeh add1 t10D&1. 100 .quare 

feet of lot area •••••••••••••• .02.5- .030 .038 .040 

2. For each ruid.ent1al ua1 t, 
1uclw!1ug 1 lot, in the . 
Fr.1eDdly V1llage •••••••••••••• 4.00 5.20 6,.10 6.4S 
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Findings of Fact 
1. Applicant proposes a 1982 increase' in revenues of 

$1,394,000 or 51.n and offset increases of $35-9',200 or 8=.4%. 
in 1983 and $307,200 or 6.6%. in 1984. Applicant's customers 
complained about the magnitude of the 1982 increase and the 
total increases proposed. 

2. It would be reasonable to lessen the magnitude of the 
1982 increase authorized by amortizing overcol1ections in 
applicant's purchased water and purchased power balancing 
accounts over 12 months rather than over the 36-month period 
proposed by applicant and the staff. Updated purchased power 
and purchased gas rates should be used to furtber reduce 
a~horized 1982 rates. 

3. The Commission opened OIl 19' to reduce utility and 
certain trans?ortation rates to reflect lower levels of property 
taxes. The TIA. mechanism was established to belp- achieve such 
rate reductions. Applicant was required to establish a ItA. 

4. In D.93147 the Commission ordered termination of 
TIAs on December 31, 1980 and required affected companies to 
apply TIA balances to rates in future rate proceedings. 

5. Applicant T s proposal to transfer the $113-,149 
overco1lection in its 'XIA. to surplus is iucons istent with the 
requirement that the XIA ba141lces be applied to rates. 

6. The TIA. balance should be amortized in applicant I s-. , 

rates. A 30-month amortization period is reasonable. Since 
the 'rIA is a fixed charge, the amortization should reduce 
applicant's service charges • 

-38-



• 

• 

• 

", 

A.60983· ALJ/emklmd 

7. Since the balancing account and 'rIA. amortizations do­
not coincide with the test years, they should be considered' 
outside of the adopted results of operations. 

8.. 'l'b.e adopted summaries of earnings shown in Tables 1 
and 2 are reasonable and should be adopted. 

9. Information shown in Tables 1 and 2 proper1yref1eet 
the consequences of ERTA and of our decision in OII 24. 

10. Applicant will have .operational attrition of Z.221. 
between 1983. and 1984. 

11. The rates in Appendix A are reasonable and 
should be ad'opted. These rates reflect the amortization of 
applicant's 'rIA. balance and of the balances in applicant's, 
purchased water and purchased power balancing accounts. 

12. The further increases authorized in Appendix 1l should 
be appropriately modified in the event the rates of return on 
rate base, adjusted' to reflect the rates then in effect and 
normal ratemak1llg adjustments for the 12 months ending 
September 30, 1982, and/or September 30, 1983, exceed a rate 
of 13.0r7.. The balancing account amortizations should not be. 
considered in the computation of rate of return. 

13. Applicant requests adoption of a rate of return of 
15.807. to yield a 17.04 return on equity. Applicant I S 

capitalization consists of 731. equity and 271.- debt. 
14. Applicant does not foresee a need for it to issue 

new stock or to obtain new 10llg-term debt in 1982, 1983-, or 
1984. 

15. A rate of return on equity of 13.501., combined with 
a debt cost of 11.727. resulting in an overall rate of return 
of 13.011., is reasonable for purposes of this proceeding, • 
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16. Applicant has improved' ~he qu~lity of the w~ter served 
,it;; eustoc.ers through blending of Ca.staic ?urch~ses- with ~ts 

well supplies. 
17. Applicant r s water losses are high and its expenses 

are increased due to extensive theft of water and to damage to 
its system in seismically active areas. 

lB. Applicant should provide its customers with information 
on how to detect water leaks and on the costs paid by its 
customers due to the theft of water~ solicit customer cooperation 
in reciueing w~ter losses from t~eft .:lnci leakage ~ . and imp-lement ./ 
the proposals discussed on ~ges ,16 ,::md 17 of thl.S decisi~n. v 

19. A?plie~nt's w~ter losses wOl.llc1 be reduced by replacing 

old ~t~~l ma~E in it~~ater cyztem. 
Conclusions of Law 

1. Revenue increases of $1,107~500 or 41.05% for 1982 and 
$3,69,700 or 9.28% for 1983 are rl:!.:tsoo.:lble b.ased on adopted 
results of o~rations. A further increase in 1984 of $217,000 
or 4.9~1. is reasonable based upon applicant's operational 
attrition of 2.22%. 

2. Ap?licant should be authorized to file the rate 
schedules att~ched as, Appendixes A and B subject to the 
conditions set forth in Finding 12. 

3. the staff's metered rate design recommendation is 
reasonable and should be adopted. The rates for applicant'S 
limited fl~t rate customers should be increased proportionately 
to the rates of its metered customers. 

4. It would be unl~wfully discriminatory to authorize 
a?plicant to retain the balance in its TIA. The amortization 
treatment described in Finding 6 is reasonable and should be 
adopted • 
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5. The rates in Appendix A Ilre reasonable and should be . 

adopted. 
6. Since applicant needs J.dditionJ.l revenue, the following 

oreer and rates should be effective the date" of signature .. 
7. Applicant should be ordered to re~lace those.~rtions 

of its water system which will be subject to increased leakage 
wi th the ··introduction of Castaic water, and should be ordered 
to report its progress on this matter to the Commission staff 

quarterly. 
e.. Applicant sbould be ordered to supply the Commission 

with annual c~lcul~tions of ~IA balance until it shows that the 
TIA has been fully amortized. 

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

1. Santa Clarita Water Company (applicant) shall file 
the revised rate schedules in Appendix A in compliance with 
General Order Series 96· after the effective d'at'e of this' .order .. 
The revised schedules shall apply only to' service rendered on. 
and after their effective date~ which shall be 5 d"ays. after 
filing. 

2. On or after Novembe~ 15. 1982, applicant is authorized 
to file an advice letter, with appropriate workpapers, requesting 
the initial step rate increases attached to this order as­
AppendL~ B, or to file a lesser increase which includes a 
uniform cents-per-hundred cubic feet of water adjustment from· 
Appendix B in the event that the rate of return on rate base, 
adjusted to reflect the rates then in effect and normal rate­
making adjustments for the 12 months ending September 30. 1982, 
exceeds 13.0l1.. Such filing shall comply with Gene1:al Order 
Series 9&. The requested step rates shall be reviewed by 
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the staff to determine their conformit¥ with this order ~nd 
shall go in~o effect upon the staff's determination of conformity .. 
But the s~aff shall inform the Commission if it finds· that the .. 
proposed step rates .lre not in accord with this decision, and 
the Commission m.l¥ then modif¥ the increase. The effective date 
of the revised schedules shall be no earlier than January l~ 
1983~ or 30 days after the filing of the step rates~ whichever 
is later. '!he revised schedules shall apply only to service­
rendered on and after the effective date. 

S. On or after November 15, 1983, applicant is authorized 
to file an advice letter, with appropriate workpapers, requesting 
the second step rate increases attached' to chis· order as 
Appendix B, or to file lesser increase which includes a uniform 
cents-per-hundred cubic feet of water adjustment from Append'ix B: 

in the event that the rate of' return on rate base,. adjusted to, 
reflect the rates then in effect and" normal ratemaking. adjustments 
for the. 12 mouths ending Sept~mber 30, 1983, exce~ds 13-.017.. 
Such filing shall comply with General Order Series 9&. 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 ste? rates 
are not: in accord with this decision,. and the COtllmission may 
then modify the increase. 'Ihe effective date of the revised 
schedules shall be no earlier than January 1, 1984,. or 30, days 
afte-r the filing of the step rates, whichever is later. The 
revised. schedules shall apply only to' serviee rendered on and 
after the effective dat~. 
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4. Wj.":nin 4S days from t~y; Ilpplicant shall :1\.:-.i1 to all its 

customers a bill insert notice as shown in Append~ D. Applicant 
~ . 

shall also provide its customers with information on. how to 
detect water leaks and on the costs paid by 11:S customers due 
to the theft of water. Applicant shall solicit customer 
cooperation in reducing water losses from theft and leakage. 

S. Applicant shall replace that portion of its steel mains 

which will be subject to increased leakage with the intrOduction 

of Castaic water into the water system. App·licant shall repo·rt 

to the Corr.mission staff quarterly of its progress on thi::: matter. 

6. Applicant shall supply the Com.'TIission. with annu,,-l 

calculations of 'I'IA. balance until it shows that the 'rIA l:'..as been 

fully amortized. 

This order is effective today. 

Dated . AUG 41982 , at San Francisco·, California~ 

JCr-!~ E 'BRYSON 
Presidf.'nt 

LF.O!\Al\l) M. CRIMES. JR. 
VICTOR CALVO 
PHlSCll...LA C CREW 

CO:V1MISSIO:-':El~ 

CCI::T.iOoio::or l:\ieh~rc'l D. Gravoll¢. being. _, 
:::~co:;!:j~rlly <'lbOOnt. cl.1cl not 1'~t1c11'a't~ 
.!n tho cl:i.:::po:::1 tiO!l o~ tl:i:; p::'oeocd1J:ls. 
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APPDDIX A 
Pas- 1 

~hedul. No .. 1 

M!TERED S!RV!C! 

A~~11cabl_ to all ~t.red vater aervice. 

Bouquet canyon a'ftd vicinity. n.ar Sausua, t.oa Angele. County. 

Qu.nt1ty Rate.: !.f 

lirst 300 cu.ft., per 100 cu.ft. 
O¥er 300 eu.ft., ~r 100 cu.ft. 

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

~rv1ce Charge: ~/ 

lor SfS x 3/4-inch ~t.r ........... ' ......... . 
lor 3/4-1nchmeeer ................ 
lor l-1nch meter .......... ~ ... -.. 
lor l~-inchmeter .•••..•....•.... 
lor 2-inch ~t.r .................... 
lor 3-tnCh aeter .............••. 
lor 4-tnch meter ..•....... ~ ...... 
lor 6-1nch ~t.r ...... ' ........... . 
lor 8-1nch meter 
lor 10-inch meter ..•.••......•.•. 

Per Meter 
Per Month 

$ 

0.450 
0.573-

&.90 
8:.90 

10.75 
14.30 
19.35 
35-.80 
4S-~6S 

80.8'5 
120.20 
148:.80 

The Service Charge i. • readiness-to-serve ehar;e 
applicable to all 'lBetered service and; tc> \ihicb is to 
be .dded the quant1ty c.b.arp cOMputed. at the Qu.alltity 
Rate •• 

(I) 

(l) 

• / The •• rate. reflect n88ative ..ortization factor. of $0.0090 per Cef for 
- ~urcb&sed electric power and $0.0605 per ecf for purcha.ed water to 

.aaortize overco.llec.t1ou of $286.200 over 12 month •• 

b-/ 'rhese rate. reflect: 'I1egative service charge adjut'lMftt. to- -.ortize 
- $113.149 of overcoUttc:tiou in- .'Pplieant'. 'l'IA over 30 ItOl1th •• 
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APP!MDDt A. 
Pas. 2 

Sched'lle No. 2L 

LIMIT!]) nAT RATE SIllVICX 

Applieable co all flat rate wa~.r .ervic •• 

Bouquet cayoa. ad v1c1,nity. near Saugua. Loa .\DIel.a, Count.y. 

Per $ernc. CoaDectioll 
Per Month 

1. lor each re.ideoce. iDCludi'llg 
one lot of S.OOO aquare feet 
or 1 ••• p*r •• rvice •••••••••••••••••••• $ 6,.50 (I) 

For each additioual 100 aquare 
fMt of lot aT.a ......................... 0.030 

2. lor each reaideacial aD1t. 1xlud1ng 
one lot in the ?rieadlyV111ag .......... S.2.0 (1) 

(End of Appendix A) 
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APPlMDIX :s. 
Pa,. 1 

&.ch of the followfD& i~.al.1 in-rat., .ay be put 1nt~.ff.ct on the 
indicated date by filiac a rate ,eh.dgle which add, the appropriate 1ucr •••• 
to tbe rat. vh1ch. would otherw:t,e be in· .ffect OIl thAt date .. 

Metered Service -

Sftv1ce Chars.': ~/ 

'lor SIS. x 3/4-1nch .. ter ••••••••••••••• 
'lor 3/4-i'QCh .. ter ........ -......... 
l"or I-1DCh_ter .................... 
1'0r 11J-inch w.eter ................. 
70r 2-inch .. ter ................. 
70r 3-1DCh _t.r ....... ' ......... 
70l' 4-illch _ter ................... 
lol' 6--iDch .. eer ................. 
101: a-1Kh ,..eft ................ 
l'or 10-1'Df:h .. te1: ................... 

Qu!tltity laee. 

lor th. fir.t 300 cu.ft., per 100 cu.ft •••• 
Over 300 cu.ft., per 100 cu.ft ••••••••••••• 

Effective nat.-
1-1-83- 1-1-84 

$ 0.60 
1 .. 45-
1 .. 9S 
2.6S 
3.55-
6-.60 
9·.00 

14.95-
22.25 
27.60 

$ 0.37 
O.SO 
0.65-
0.8S 
1.1-S-
2-.. 10 
2.85 
4.7S-
7.:10 
8.80 

0.025 
0.035-

!o/ 1he •• rat.. reflect negative aort1zation- factor. of $0 .0090 ~r ecl for 
"arcbued e1ectrtc power and $0.0605 per eel for purcha.ed water to· 
.-ortize overeollectioua of $286,200 ove1: 12 DOntb •• 

b/ the •• rat •• reflec:.t ne,ative .erv1ce ch4rge adjuat1lents to- amortize 
- $113.149 of overcol1ectiona in ap~licantt. T~ over 30 montha • 
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SANtA CtAltl'rA WAt!lt COKPAM" 

Each o~ the following 1llCrea.e. in rate. may be put intc> effect on. the' 
indicated date by filiUS a rate schedule which add. the a~~ropr1.t. iDCT .... 
to the rate Which would otherwi.e be in effect on, that date. 

Eff.ct1"e Date 
1-1~83, l-l.s4 

. 
1. lor .ach re.idnce.. including' 

one lot of 5.000 square feet 
o't' le •• ".r service ................. '..... $ l.lS $- 0.45 

For each add1t1oaal 100 .quar. 
fe~t of lot ~ •••••••••••••••••••••• 

2. For each re.idential unit. including 
on8 lot 111 the Fr1endlyV111age •••••• 

(End of Appendix »-) 

0.008 0.002 

0 .. 90 0.35 
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APPENDIX C 
Page 1 

, . 

SANTA C'I..ARrrA WA'IER COMPANY 

Adopted Quantities 

1. Water Production: 

Purchased Water 
Wells -

2. Electric Power: 
(~upplier: Edison 5/4/82) 

Kilowatt-hour (kWh) 

Cost 

Cost yer kWh 

3. Natural Gas: 
(Supplier: sec 5/4/82) 

Tberms 

Cost 
Cost per !berm 

4. Ad Valorem Taxes: 
Effective Tax Rate 

5. Net-to-Gross Multiplier: 

6. Uncollectible Rate: 

1982 
Cc f (I";'O'OO) 

2,613-.6-
2,178..0 
4,791.6-

8-,667,700 
$612,800 
$0.06628 

67,000 
$34,800 

$0.51712' 

$103,000 
1.37751. 

2.05713 

O.41~ 

1983-
Ccf (1';CfOO) 

2,831.4-
2,178:.0 
5,009-.4 

9",057,700 
$633,700 
$0.06628: 

67,000 
$34,800-

$0.51712 I 

$113 800 
1.37751. 
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APPENDIX C 
Page 2 

SANTA CLARITA WATER COMPANY 

Adopted Quantities 

- 7. Metered Water Sales Used to Design Rates: 

8. 

Ranse-Ccf 
Block 1 0-3 

Block 2 Over 3 
Total Usage 

Number of Services: 

Reaiden.t1al 
l\u.1neaa 
Induatr1al 
Publie AuUori. t:tu 
Other 'Ct1Ud. .. 
Cou~t1on 
nat Rate 

Subtotal 

Private Fire 
Protection 

Total 

Vater to .. 16% 

No. of 
ServiC.!28 

1982 1983 

11,181 11,804 
471. 480 

2S 25 
41 41 

6 6 
.!I .!I 

19 19 

11,743 12,375, 

54 54 

11,797 12,429 

Total. Vater Produced. 

~ Varlable. 

~ 
397~640 

3:1734'1660 
4,132~300 

tJ 8!8e-ICCef 
1982 1983 -

2p 971.9- 3,137.5 
681 • .5- 694.6-

98.& 98.6-
312.7 312.7 
22.1 22.1 
40.0 40.0 
14:3 14.3 

4,141.1 4,319;.8 

650,5 689.6 

4,791.6 S,009.4 

1983 
418:,9-30 

31892 1 °70 
4~311.000 

Average traas • 
Cefll'£.z 

1982 1983 

265.a, 26S.8-
1p447.0 1,447.0 
3,944.0 3,944.0 
7,626.8- 7,.626.8: 
3,683.3 3,683.3 

fs2.~ fs2.~ 

2J Eat1m&te baaed. on ecmpos1 te of metered- average uae for ru1clent1.al 
&:ad. kAne •• c.u.tcllDus. 
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APPENDIX C 
Page 3 

SANTA CLARITA WATER COMPANY 

Adopted Quantities 

9. Number of Services ~I meter size l : 
Meter Size 1982 

5/8. x 3/4-inch 6.884 
3/4-inch 3,869 

l-inch 523 
1~-illch 61 
2-:[Qch 317 
3-inch 19' 
4-inch 32 
6-inch 17 
8-inch 2 

10-inch 0 
11~724 

10. Numbe~ of Flat Rate Services: 19 

11. Service Charges, Excluding Reductions 
to Amortize TIA:-

'Meter Size 

5/8 x 3/4-inch 
3/4-inch 

I-inch 
l~-i'D.Ch 
2-inch 
3-inch 
4-inch 
6-inch 
8-inch 

10-inch 

1982 -
$ 7.16 

9.24 
11.16-
14.85 
20.09 
37.17 
50.51 
83.95 

124.81 
154.50 

1983 

&~9S.1 
4,389 

565" 
62 

319" 
19-
32-
17' 
2 
0 

12~356 

19' 
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APPENDIX C 
Page 4 

SANTA CLARITA WATER COMPANY 

Adopted Quantities 

12. TIA Reductions in Serviee Charges: 

Meter Size 

5/8 x 3/4-ineh 
3/4-inch 

1-inch 
l~-iuch 
2-inch 
3-iuch 
4-inch 
6-iuch 
S-1neh 

lO-inch 

1982, 1983 and' 1984 
Reduction 

$0.26-
0.34 
0.41 
0.55 
0.74 
1.37 
1.86-
3.10 
4.01 
>.70 

13. Rates excluding Balancing Account Amortization: 

Range-Ccf 

o - 3, per 100 cu.ft. 
Over 3, per 100 eu.ft. 

14. Balancing Aceount Amortization: 

Purchased Water 
Purchased Power 

1982 -
$0.519 

0.,642 

Cost Per Ccf 

$0.0605· 
0.0090 

$0:069'S-
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APPENDIX C 
Page 5 

SANTA ClARITA WATER COMPANY 

Income Tax Calculation 
at Authorized Rates 

Item -
Operat~ Revenues 
Deductions: 

Opere and Maint. Expenses 
Taxes Other Than on Income 
Interest 

Subtotal 

State Taxable Income before Depreciation 
State Tax Depreciation 

State Taxable Income 

State Tax @ 9".61-

Federal Tax Depreciation 

Federal Taxable Income 

1982 1981 - -
First $ 25,. 000 @ 16i. 151-
Next 25,000 @ 191- 181. 
Next 25',000 @ 301. 301-
Next 25,000 @ 401- 401. 
OVer 100,000 @ 461- 461-

Total Federal Income Tax 

Total Taxes on Income 

1982 

$3~805~500 

Z~479·,.800 
177,.300 

9'3 i 900 
2~751~000 

1.054.500 
211,.100 
843,.400 

81,000 

-1-41,400 

803,830 

4,000 
4,750 
7,SOO 

10,000 
323 l1 7S0 
350,000 

431,.000 

(END OF APPENDIX C) 

1983 -
$4~352~800 

2 887' 400 ~ ~ 

20~,.200 
81. J 600 

3,.172,.200 

1~180,,600 
2250,300 
9'55,300 

91,700 

-1-49,5,00 

913;,091 

3,.750 
4,500 
7,500 

10,000 
374 i OSO 
399:,800 

491,500 
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APPENDIX D 

NOTICE --- ..... --_-.. 
$38,600 of the recent r~t~ increase granted to 
Santa Clarita Water Com?~ny was- made necessary by 

changes in t~ laws proposed by the President a~d 
passed by Congress last year. This was the 
Economic Recovery Tax Act of 1981. Among its 
provision~ was a requirement that utility ratepayers 
be charged for ccrt~in corporate taxes even though 
the utility docs not h~ve eo pay them. This results 
fro~ the way utilities m~y 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 company and its shareholders. 

For a more detailed explan.:l.tion of this tax change, 
send a stamped self-addressed envelope to: 

Consumer Affairs Branch 
Public Utilities Commission 
107 South Bro~dw~y I 
Los Angel~s, CA 90012 

(END OF APPENDIX D) 
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~~:r~;;~~ . 
. /.?~ 

~plicant's proposal for tr.:msferril"lq its Tax !nce~.:i~~~~~unt / 
(TI.n.) ,balance overcollec:tion :0 surplus is inconsistent with OIJr prupose in 
establishinS such accounts, namely to flow through p'r¢!?erty tax 
reeuctions in rates. Applicant is ordered to amortize' it's."<'l"IA 
balance over 30 months. The balancing account and T'IA amo,rtizations 
do not coincide ·,.,i th the test years adop'ted in this decision .. 
Therefore, they are not included in the adopted sum.llaries of 
earnings. But the level of autho~ized r~tes is reduced to 
reflect these amortizations. 

This deeision reflects the consequences of ER'tA and 
of our decision in OIl 24.. Appendix 0 explains the impact of 
ER'l'A on the rates authorized in this decision. 
Notices and Hearing \ 

Notices of the hearinq of the 0'i9~nal and amended 
\ . 

.lpplications for r.lte inc'reases and of a pub,:Uc meeting held in 
Valencia on Dece:nber 14, 198.1 were provided bV mailing bill inserts 
to each of applicant's customers, by newspape\ publication, and by 
posting. Applicant provides water service to, cover 11,000 customers.. 

An evidentiary hearing was held on t~iS application 
b~fore- Administrative Law Judge Jerry Levander 'in Los Angeles on 
February 16, 1982. The matter was· submitted on \that day subject 
to receipt of a late-filed exhioit, which has be~n received. 

\ ' . 

-3-
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As a conservation measure, applicant should periodically 
advise its customers on how to detect leaks in their house and 
, -
yard I>iping: and it should, spot ... check for likely sources of leaks 
on its system. 

Applicant could determine whether pressure-actuated' 
valves could be installed in the vicinity of the seismically 
active areas which. would close if there is a major main break, 
but would not close due to heavy water use. 

Applicant should attempt to secure the cooperation of 
its customers in reducing water theft. It should periodically 
not1£y each. of its customers of its estimates of the additional 
water and fuel costs its customers are paying due to water theft 
and encourage its customers, to notify the sheriff's. office if 
they notice anyone filling, a tank truck from- an unmetered fire 
hydrant. Applicant's crews could use mobile radio equipment / 
or telephones to report water thefts, they\ observe. 

Al?l?lican t may be able to i:np rove. its eO't&e ;,fa tiol'l effort~ sf 
by reviewing the adequ.lc:r of its testing p~oee~uce-s' foe source of ! 
supply mete:s a::d making appropriate Change\. 

Balancing Account Adjustments \ 
Applicant requests that the nee ba¥nce in its' 

purchased water and pu~chased power balancing~accounts, be 
amortized over 36 montb.s:t at the cutoff time it{- 'this- proceeding, 
'to roughly parallel the interval bet~een its ge~eral rate 
inc:reases. Applicant concurs with the staff pr~osa1 to 
amortize the $286,200 overcol1ection balance in hese accounts 
as of December 3l, 1981 over the three years 198Z through 1984 • 

-17-
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16. Applicant has improved' the quality of the water served 
its customers through blending of castaic purchases- with its . 
well supplies. 

17. Applicant's water losses are high and its expenses 
are increased due to extensive t.heft of water and to damage to 
its system in seismically active areas·. 

lS. Applicant should provide its customers with information 
on how to detect water leaks and on th~ costs paid by its 
customers due to the theft of w~ter, solicit customer cooperation 
in reducing water losses from theft and leakage,. and implement 
the proposals discussed on pages 17 .and 18 of this decision. / 

19. Applicant's water losses would be reduced by replacing 
old ste~~ main in ~~s water system. 
Conclusions of Law 

1. Revenue- increases of $1~l07,500 Ot' 41.051.: for 1982 and 
$369,700 or 9.28'7. for 1983 are r~asonable based on adopted 
results of ope-rations. A further increase· in 1984 of $217,000' 
or 4.9S-/. is reasonable based upon applicant "s operational 
attrition of 2.227.. 

2. Applicant should be authorized to file the rate 
schedules attached as Appendixes A and B subject to the 
conditions set forth in Finding 12 • 

.3. The staff's metered rate design recommendation is 
reasonable and should be adopted. The rates for applicant's 
limited flat rate customers should be increased proportionately 
to the rates of its metered customers. 

4. It would be unlawfully discriminatory to authorize 
applicant to retain the balance in its- 'rIA.. The amortization 
treatment described in Finding 6 is reasonable and should be 
adopted .. 

-40-
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APPENDIX D 

NOTICE -- ... --~ 
$38,600 of the recent rate increase granted to 
Santa Clarita Water Company 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 c~ged for certaiu 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 company and its shareholders. 

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

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

(END OF APPENDIX D) 


