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Decision 82 1l. 042 ,- .... r:'> ("'"I /7'. n r.'~ 8J~ ',,, ,... t. ". , , .. ' IJ I : ,I ;~ I ! ! 
, I, 1:"'0. \ I ,: '''1 I' ~ Jj 
\.:: J L1.., ~ IJ U NOV 31982. 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 
In the m~tter of the Applic~tion of ) 
Borrego Springs Water Company:for ) 
authority to incrc~se its r~tes for ) 
water service. ) 

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

Applic~:ion 82-03-01 
(Filed March 1, 1982) 

T3.ndc-n R. Burz<, 11 ~ for .:11'1'1 ic.:::.nt. 
2d~. 0unc3n, for himself, inter~s:cd 

purty. 
Albert A. Arcllano~ Jr., for the 

<..:ommisr-io'n scaf::. 

o PIN ION ---- ....... -...--

'J')jj,:-; (l(·cj,~;i.on .:lllthoriz0:-; j!"ii'r(';I~t'd r('v('tnu('ts of $92,625 
(32.4',,) for t!i(' t~(:,:·.t · ... (~;Jr i.9i3/.. Such ':Hl incr':::-":I.50.' will provio¢ 

<:l 1 3 • 0 't r ,j ~ C' c> r r ':' t urn (". n l j '.1 r ,-I dol' ~ (' ci r ,-1 t c' b {1 :.: 0. (") f $? 9 3 , 6 4 0 • 

Borrego Spri.n~r. W~tcr Comp.:lny (BSWC) foccks .ll.1thority 
to incrc3sc its mctc~ed ratc~ for w3tcr service approximately 
$189,300 (66.8%) anm.l.:l.lly. 

BSWC, ~1 Califo-cni.l corpor.:l.tiot"l, renders public utility 
water. service to ~ portion of chc desert co~~cnity of Borrego 
Springs, which i~ i.OC.:lCCO in the northe.:lstcrn portion of S.o.n 
Diego Cou~ty. BSwC's wa:~r supply is obtained from four ~ells, 
each equipped with ~n cl~ct~ic pump r~nr.ing in size from 50 to 
150 horsepower. 1:'1 .ldci:ion, chert!, .:irc t~o 210 7 000-gallon and 
one 60,OOO-g.:.110n stor."l~c t.:1oks loc~tccl at the 900-foo: clev3.tion. 
level. As of year end 1981, I3S~,7C had approximate ly 807 connccteQ 
metered w~tcr s~rvicc$ • • ' 
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After due notice~ public hearing was held before 
Administrative Law Judge N. R. Johnson in Los Angeles on 
July 7~ 1982~ and the matter was submitted upon receipt of 
late-filed Exhibit 3 due July 12, 1982. Testimony was presented 
on behalf of BSWC by its secretary and consulting engineer 
Linden R. Burzell and on behalf of the Commission staff by 
associate utilities engineer Victor Moon. 
Rates 

The following tabulation sets forth the applicant's present and 
proposed general metered service rates, both including and 
excluding the surcharge for repayment of the California Safe 
Drinking Water Bond Act loan: 

E:ltel wing Sureharge 
Per Meter Per Month 
Present Proposed 
Rates Rates 

Quanti ty Rates: 
First 300 eu.ft., per 100 eu.ft. $ .441 
Over 300 cu.ft., per 100 cu. ft. .569 

$ .560 
.910 

Service Charge: 
For 518 x 3/4-1Deh meter $ 2.50 $ 7 .. 90 
For 
lor 
For 
For 
For 
For 

3/4-1nc.hmeter 2.75 12 .. 65 
l-ineh meter 3.75 16.85 

llrinc:h meter 5.00 20.80 
2-ineh meter 6.75 25.30 
3-1nc:h meter 12.50 29.25 
4-inch meter 17.00 33.20 

The Ser.r1ce Charge is & readiness-to-aerve 
charge awliea1>le 1;0 All metered service 
and to wh1eh 1. 1;0 be addcct the qu.an1:1.ty 
charge computed at the Quantity Ratea, for 
water u.eed dunt2g the month • 
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Includit2g Surc:barge 
?e-r Meter Per Month 
Preeent Proposed 
Rates Rates 

$ .441 
.569 

$ 4 .. 60 
5.10 
6.90 
9.20 

12 .. 45 
23.00 
31.30 

$ .560 
.910 

$10.00 
15.00 
20.00 
25.00 
31.00 
39.75 
47.50 
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BSWC's proposed rate design is intended to raise 22% 
of the total revenues from the service charge as comp~red to the 
present rates wherein the present service charge provides 
approxfmately 10.61. of the total revenue. 

According to the testimony of BSWC's witness, the 
justification for this level of service charge is that it is 
necessary to maintain ~nd o?eratc the entire w~ter system in 
full readiness to serve 24 hours per day, 365 days a year, even 
if no water is consumed, at a cost in excess of $200,000 per 
year. Inasmuch as the proposed rate structure provides only 
approximately one-half of the total readiness-to-serve costs, 
it is fully justified. This witness further stated that he 
believed its proposed rates conform to this Commission's "model" 
rate structure which calls for: 

~. A service charge as contrasted to a 
minimum ch.:lrse. 

b. A lifeline allowance of 300 cubic feet 
per month. 

c. A second block inverted rate which is not 
more than 507. higher than the first block. 

The staff witness testified th~t he concurred with 
BSWC's ~roposal to apply a larger increase to the service charge 
and that the adopted rate structure should conform to the above-
described "model" rate struet\:re. 

We note that BSWC serv~c ~ prcdomi~~t~ly zecond-hom~ 
co~~~nity of p~rttim~ resident~. These r~cidents h~ve r~l~tiv~ly 
low consumption but th~ fixed costs associ~tecl with making the . 
service av~ilable to them remoin high. w~ th~re!or~ conclude that 
BSWC's proposal to incre~se the service ch~rge to provide approxi-
mately 22% of the 1982 test yeor adopted r~ven~ez is reasona~l~. 
This rate desi9n will create a more equitobl~ distribution of 
costs by causing parttime residents to beor more of the fixed 
costs of service without ~h~r9in9 fulltime r~~idents excessively 
high quantity charges. 
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Results of Operations 
Both BSWC and staff presented results of operations 

reports for the test ye~r 1982. The following tabulation compares 
the 1982 test year estimates prepared by BSWC and staff, t0gether 
with the adopted estimates at present and authorized rates. The 
bases for the adopted results are discussed in the ensuing 
paragraphs. 

Estimated Year 1982 
At Present Rates 

Item Statt BSWC Adopted - -
Operating RevenlJes $302,880 $283,491~/ $285,765 
QEeratins E~enses 

Purchased Power 108,240 155,000 127,255 
BalanCing Account 

Amortization 48,100 0 48,100 
Payroll 54,300 56,000 57,200 
Office Expense 12,200 12,200 12,200 
Repairs and Maint. 16,400 16,400 16,400 
Insurance 6,600 6,600 6,600 
Other Oper. Expenses 35,225 61,725 35,22S 
Depreciation 24,724 24,379 24,724 
Taxes Other Than Income 9,200 5,532 9,200 
Income Taxes 200 0 200 

Total Oper. Exp. 315,189 337,836 337,104 
Net Operating Rev. (12,309) (54,345) (51,339) 
Oepreciated Rate Base 293,640 576,310 293,640 
Rate of Return (Loss) (Loss) (Loss) 

(Red Figure) 

Includes $23,314 surcharge for repayment of 
Safe Drinking Water Bond Act loan. 
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Authorized 
Rates 

$378,390 

127,255 

48,100 
57,200 
12,200 
16,400 

6,600 
35,225 
24,724 
9,200 
3,316 

340,220 
38,170 

293,640 

13.0% 
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I~ will be noted that the major differences in the 
estimated ~ummary of earnings is the estimated operating 
revenues and the following expenses: purchased power, balancing 
account amortization, payroll, taxes-other than income, and 
other operating expenses, and in the depreciated rate base 
amounts. These items will be discussed separately. 

Operating Revenues 
BSWCand staff estimates differed in both the Cef per 

customer and the number of customers. BSWC's est~te reflected 
787 customers for test year 1982 as con~rasted to the staff's 
estimate of S14 customers for the 1982 test year. As of 
December 31, 19S1, BSWC was serving S07 customers fully 
supporting the staff's estimate of 814 customers for test 
year 1982 which we will adopt as reasonable • 

BSWC used 526 Ccf per customer as contrasted to 600 Ccf 
per customer used by staff. According to the record, the staff's 
estimate was based on a least squares statisti~ projection of recorded 
data for the years 1977 through 1981 whereas BSWC's estimate 
approximated recorded data for the year 1980. BSWC's witness 
testified that he believed 1981 recorded data should not be 
used because 1981 was an unusually hot and dry year causing 
excessive water use. In support of this position he noted 
that ~he water use for the first four months of 1982 was 14% 
less than the water use for the first four months of 1981. A 
least squares projection based on recorded data for the years 
1976 through 1982 yields an average consumption of 562.6 Ccf 
per customer, which approximates very closely the 564 Ccf per 
customer we adopted as reasonable in BSWC's last general rate 
case in 1976. Consequently, we will adopt the 562.6 Ccf so 

-5'" 
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derived for the 1982 test year. Applying this 562.6 Ccf per 
customer to our adopted 814 number of customers yields sales 
of 457~956 Ccf for the test year 1982. Applying these sales 
to the average of the revenue per Ccf developed by BSWC and 
staff of $.624 yields our adopted 1982 test year operating 
revenues at present rates of $285~765. 

Purchased Power 
BSWC's 1982 test year purchased power expense of 

$155,000 reflects the consumption of 1~3l1,265 kilowatt-hours 
(kWh) of electric energy billed on a tariff schedule effective 
July 23, 1981 as contrasted to the staff's estimate of $108,240 
reflecting 984,118 kWhs of electric consumption billed on a 
tariff schedule effective January 1, 1982. The difference in 
the two electric rate schedules is .00822 cents per kWh and 
obviously accounts for only a very minor portion of the 
$46,760 difference in the est~tes. Both BSWC and staff 
advocate the use of the electric rate in effect at the time 
the decision issues. This position is reasonable and will be 
adopted. 

BSWC's estimate of the kWhs necessary for pumping 
water for test year 1982 is the same as the year 1980 recorded 
expense. BSWC's witness notes that the 1981 recorded power 
consumption was 1,566,466 kWhs fully justifying, in his opinion, 
the use of the 1980 recorded figure. The staff witness 
testified that he based his est~te on a 151. level of losses 
which he believes reasonable and not on recorded data reflecting 
an overall efficiency of from 541. to 56.61., which he believes 
reflects excessive losses that should not be permitted for 
ratemaking purposes. According to BSWC witness' testimony, 

-6-
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the high losses arc completely justifiable and consist of 10% to 
127. necessary to maintain pump pressure on an all-day basis, 
approximately 4% for flushing sand out of the water, from 6% 
to 8% loss of water from deteriorated, 38-year old pipes, 2% 
for flushing fire hydrants, 47. spillage, 8%-10% meter slippage, 
and from 2% to 3% unmetcred water for the irrigation of palm 
trees. In our opinion, the above-described losses, except 
for the approximately 71. leakage in the 38-year old pipes, 
the 4% spillage, and the approximately 9% meter slippage, 
~ppear reasonable and will be allowed for raccmaking purposes. 
The total of these three disallowed losses is 20% to be deducted 
from the total kWhs of electrical energy required for pumping 
water. It should be noted that this loss factor of 201. relates 
to electrical power losses associated with the pumping of ~ater 
and not the customary loss figure which relates to lost and/or 
unaccounted volumes of water. 

As previously described, we have adopted as reasonable 
457,956 Ccf water consumption for test year 1982. Applying 
BSWC's historical relationship of 3.16 kWhs per Ccf of water 
pum?ed yields a purchased power consumption of 1,447,142 kWhs 
for thac year. From this figure should be deducted the 20i. 
discounted loss factor previously discussed to yield the adopted 
purchased power electrical consumption of 1,157,714 kWhs. At 
the currently e:fec:ive r~te of $20 per month per well service 
charge ?lus $_10919 per kWh quantity charge, the purchased power 
cost for 1,157,714 kWhs used by BSWC's four wells equals 
$127,255, which we adopt ns rcason3blc. 

8~1~ncin9 Account AmortizJtion 
According to th0 testimony o( the ~t~(f witness, 

the b~lJncing Jccount for purchJzcd power w~z undcr~ccrucd by 
Jpproximutcly $60,000 for the cJ1endJr ye~r 1980, Jnd J$ 

or December 31, 1981 the b~lJncins Jccount w~~ underaccrued 
by $96,253. He recommends th~t b~cJu~c o[ the magnitudQ of 
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the cnderZlccru.:Il, it b~ .,":I::'Io:'tiz.:.-~l .:tt ':1 r;Jt(' 01 $t.e,lOO ~ yC:Il: :'"or 

two yC!J,r~. 'l'hi::: rccommendtl:.:ioli ':lp?C'~lr:: J'}:I:;(Jl'l.d.)l.: "-'nd will be· 

adopte~ .. Ho·,..,~v~r, we tOKe note of tll'w' L~.i.'t. L!ldt the: Sf/S/10U 

reprc::cnt::: ~?proximJ.tC'ly :.;~~,~ of: t!1i.:' $92,625 j ncr('~:~~C in .:Jnnu'-ll 

reven\.l(~S bci:"lS ~u'.:.horii.:ed by thi:;; dC'ci:;ju:1. )"Urt.!-I~r, t!"i(' m~':jl:i:ucle 

of this 'J:'l<.Jcr.;lcc:u~l ci;\:C'nd~ f~r b(:Y'~li(1 : !',('.' u;;Ij,:.d h:ll,:Jncj 11<J .')CCO:J:'lt 

d ' .. n" a JUSIol'nC .... 

end of. the t'..JO-yc:-.:H Jmortiz~tion peri(ld ;1:; i:ldic.;.t<.·d i,n Api?<mclix A. 

'the- utility i::: c~'..ltiol"\(>c1 th.:l':. futl.:J:" unr: ... ·r- uJ" (.)vc·r .... cc/"IJ,J1:: or: 
$uch (). magnitwoC': $hould b~ .;;,void<:\.l by tid' l~l;lr;':j [ilin'J 0:: .... 
purch~sed power offset .,":IdvicC' lC'\:tcr. 

,P.:lyroll Expense-
According Co the record, BSWC'~ cstim~tc of $56.000 

payroll expense reflects u 25% incrt.!.:lSI.! over ch~ 1980 ?.:ly.t"'oll 
cx?ense ",,"herc:;.s the st.l£f ('n'?i!ll'(>"~; (·::'.:l::I~'~·.(' ": $",!,,'jl)() 

reflects ~nnual infl~cion f~ctors of 10.4% for the yc~r 1981 
and 9.8'. for test yea.r 1982. The rcco~~J..;:c! six ilJon:hs ?.:l y-ro 11 
cxpc-nse fo= Janu.:lry 1, 1982 :h,:"ough Junc' 30, 1982 • .... ~lS $28,622. 

/ 

Sinc~ t.~e test YC.:'lr iz nC.:lrly 0'1(.'1:' LlrKl :; illCC' it ,.j; 1;)/7'..)J.':; t:ivlt l.oth ;.1:':ltL '-lnrJ utility 
C'!Jtlm.:ltc:; wcr~low, W(: will ~1(lu;Jt ~~1j7/;~Ot) ,;,:: 1".1::"1'1,1).1" Ilir tc:,:t '/(s.lr .1.9>;2. 

Other Op~r.:lting EX20n~c~ 
BSWCrs cs:im~:e of ocher opcr~:in~ cxpc~scs i~ $61.725 

.as contr~:::ccd :0 the stuff' $ cstimolte o£ $35.225. Th,;! $76,.500 
d i:£erc~ce it; interest ch.:l.':"gc$ pol id by l>S'.';C. Accord ing to the 
tes:i~ony) BSWC believes :h~c the interest charge should be 
allowed to the extcn: :h~t borrowed funds ~rc required to c~rry 
the bal~ncing account which accumulated due to power r~~c 
increases :lllow~d the S.:ln Diego C~S ('II Elc<.:~rir.: Comj>.:.Iny that 
were not: offset by .:ldcquote 'Wo:.t:er r.:ltc i::c.:"'C~~(·f:. The.- st~f:f 

engineer :cstific~ chat such ~n in:cr~$: :~ount was considered 
in the CO:::l?ut.ltion of the income taxes :..t~·:d7 therefore, should 
no: be a.llo";.1cd in th<! opcr:J.ting CX?C!nsc:s. 'l'!ll;:' $26,500 1 ntcr0::;t 

expense '..:;JS .)l~o included j.n the computdr:.Lun or the- ::;ubz(>(~u( .. ntly 

discuszed <.1c~t co~t or LL')':,. ·l'l!'..'T.'c-(or l ', th·.' !;t.~lrt: iJ'J!:i.tiol'l 1.:. 
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Depreciation Expense 
The difference in depreciation expense estimates of 

BSWC of $24,379 3nd s~~ff of $24,724 is due to the ~v~il~bility 
of l~ter inform~tion by st~ff. Consequently, the staff estimate 
will be ~do?ted. 

Taxes Other Than Income 
According to the record, BSWC inadvertently included 

no amount for payroll taxes in its estimate of Taxes Other ~n 
Income. Consequently, the st~ff estimate of $9,200 will be 
adopted. 

Income Tax 
Both BSWC and staff estimates indicate that at present 

rates the 1982 test year operations experience a loss. Similarly 
the adopted results also indicate that at present rates BSWC 
will experience a loss for the year 1982. Consequently, the 
only income tax would be the minimum $200 amount for the 
California St~te Franchise Tax. In accordance with the dict~tes 
of the Economic Recovery Act (ERTA) of 1981, ~nd Decision (D.) 93848 
dated December 15, 1981 in our Order Instituting Investigation 24 
into the method to be used by the Commission to establish the 
proper level of income tax expense for r~tcmaking purposes, 
the income tax expense is computed with normalization of 
Accelerated Cost Recovery. The i~crcmentvl effect of ERTA on 
revenue requirement is ~n increJ~e of $480 • 

-9-
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· · .. · · · 

Depreciated Rate Base 
BSWC's 1982 test year estimate for depreciated rate 

base is $576,3l0 as contrasted to the staff's estimate of 
$293,640. The following tabulation summarizes the component 
parts of these two est~tes, together with the amount by 
which the BSWC est~e exceeds the staff estimate: 

Estfmated Year 1982 

. .. .. BSWC .. .. .. .. .. .. Exceeds .. · . Item .. BSWC · Staff : Staff . · 
Average Adjusted Utility Plant $ 998,830 $ 710,8·70 $287,960 
Adj. Depreciation Reserve (393,520) (387,100) (6,420) 
Materials and Supplies 6,000 5,000 1,000 
Working Cash 45,000 44,260 740 
Advances (45,000) (29,080) (l5,920) 
Contributions (35.aOO02 !47.91Ol 12.910 
Average Adjusted Depreciated 

Rate Base 576,310 296,040 280,270 
Reserve for Deferred Income 

Tax: 
Tax Depreciation 0 (820) 820 
Investment Credit 0 (1,580) 1,580 

Adjusted Rate Base 576,310 293,640 282,670 
(Red Figure) 

-10 ... 
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The difference between BS\.:C .:lnc.1 t~t:tff cstimntcs of 
utili'ty pl.'lnt is due to the cxclu~ioT1 by stc.ff of the Safe 
Drinking W~:cr Bond Act lo~n improvement ~s ord~rcc by D.88535 
dated March 7, 1978 ~nd the .:lvail~bili:y of lut0r reco~dcd 
infor~tion.. The staff estimate is in ~ccorci~nce with Our 
past practices and decisions and will be ~doptcd. The difference 
in cst~tes of dcpreci~:ion reserve, con:ributions in ~id of 
coostruction, retirements, ~nd adv~ncc;. tor co~~truction reflects 
later i~formation available to st~ff. Conscq~0ntly, the staff 
estimates ...... i11 b~ a.dopted. The st.:ff '~st im~tc of working c.:;.sn 
~llowancc of $44,260 w~s) according to the testimony of the 
staff witness, devc1o?ccl in accordance with the simplified 
=ethod 3S described in the Utilities Divisionis Standard 
?r~cticc U-16 and will be adopted. Th~ st.u-ft cnr,incer reduced 
the rate b~sc by the cstim~ccd Reserve for Deferred Income Tax 
and Investment Credit re:sulting from the us~ of t'I.orma1iz.:1tion of 
Acceler~ted Cost Recovery. This adjustn~nt will be adopted as 
re~sooable. 

Rat~ of Return 
Fo: the t<::-:t. 'jc:Jr 19c:2, eS~-Jc rt'qu(~~.~t:~ <.l 13.0';, r.J'..:'.' < ... r. 

return on its rJt:c b.:.'lf;C'. St.::,cf!:; R\~V"'lllJ'~ l'cI,JlIir'-·ll1c.·nt.~~ Jli.'Ji::ion 

h~s :cvie' .... cd BS'tJC'z fin.:lnc(·~ ':'l!lQ h':H'; cOl1cludc·d th.;)t ~I 13.0':, r..:Jt~ of 
return is not unrc.;lsonJb10. 'l'hi~ conc:llJ!,;jt)n i:,; iJ':I:::c.-r:l on u~ln':J J 
cJpital structure of 60~J c.k'bt.. <In'~ 40'1, '."ill i. ty, ~:I d.;!!'Jt co~c (.,:::tiJll.:.Jtea 
~t 13.5~, ~nd on equity coct .::t 12.2S",. ~./(. t,,:OIH:ur ti'dt lJ:3\','C'::; 
request iz reosonJblc. The rotcs outhorized by this decision 
will :e:lcct,.:l 13.0~, r.:lt~· 0::- rctLlrn Cor t:ll": 19~~2 tl:-:·;t y~;Jr orl QUr 

a.dopted roOte b.:Jzc of $:293,1)40, or oJ :1,,1.: rt.'turn cd S38,J,7(J. ,\ 
gro$::; revenuc incre.:i:::e o[ $92,G25 (32.4'/,) i~,: ((·qui::cd to provide.' 
such ~ net incrc~:::e in revenue • 
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Service 
According to the testimony of the staff witness, 

the service provided by BSWC is satisfactory and there are no 
outstanding Commission orders requiring system improvements. 
Findings of Fact 

1. BSWC is in need of additional revenues, but the 
proposed rates set forth in the application are excessive. 

2. The adopted estimates previously discussed of 
operating revenues, operating expenses, and rate base for the 
test year 1982 reasonably indicate the results of BSWC's 
operations in the near future. 

3. A rate of return of 13.07. on the adopted rate base of 
$293,640 is reasonable. 

4. The increases in rates and charges authorized 
are reasonable and the present rates and charges, insofar as 
they differ from those prescribed, are for the future 
unjust and unreasonable. 

5. The authorized increase in rates at the 13.07. rate 
of return for the test year 1982 is expected to provide increased 
revenues of approximately 592,625 (32.47.) for BSWC's general 
metered service, compared to a requested increase of $189,300 
(66.8%). 

6. 
balancin9 

7. 

When the underaccrual of $96,253 in the purchased power 
account is amortized, rates should be reduced accordin9ly. 
The quality of service rendered by BSWC is adequate. 

Conclusion of taw 
The Commission concludes that the application should 

be granted to the extent set forth in the order which follows . 

-12-
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o R D E R 

IT IS ORDERED that ~fter the effective date of this order, 
Borrego Springs Water Company is ~uthorizcd to file the revised 
rate schedule attached to this order as Appendix A, and concurrently 
to withdraw and cancel its presently effective schedules. Such 
filing shall comply with General Order 96-A. The effective date 
of the revised schedule shall be four days after the date of filins. 
The revised schedule shall apply only to service rendered on and 
after that effective date. 

This order becomes effective 30 d~ys from today. 
Dated November 3, 1982, at San Francisco, California. 

JOHN E. BRYSON 

/ 

Prczident 
RICHARD D. GRAVELLE 
LEONARD M. GRIMES, JR. 
VIC'I'OR CALVO 
PRISCILLA C. G~d 

Commissioners 

-13-
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APPLICABILITY 

APPENDIX A 

SchlPdu lIP No. 1 
MtI!REb SERVICE 

Applicable to all ~t.red vater •• rv1ee. 

TDlllTOIt'!' 

!orrego Valley aDd viciDity, San D1~go County. 

'lor S/8 x 3/4-1aeh ~ter .•........... ~ .•......... 
'tor 3/4-1neh .e-ter ...........••..•...••..•. 
'lor l-inch_ter ..••..•......•.•••..•.... 
701' l,-izu:h weter ......•..........•..•..•. 
701' 2-iaeb weter .••.•.•.......•••.......• 
For 3-1och .. ter .•......•.•..•.......•... 
lor 4-1rM:h weter .....•.••..........••.... 

$ 7.30 (I) $ 2.10 
8.00 2.3S 

11.00 3.1S 
15.00 4.20 
20.00 5.70 
37.00 10.SO 
50.00 (1) 14.30 

The Serv1ce Cbarg~ 1. a readiness-to-.erve charge applicable to all -etered 
.erviclP and to which b to be added tM quantity cbarge cOll-pUte-d at the 
Quant1ty Rate., for vater oaed during the month. 

Qu~ntity Rates: 

First 300 cu.ft., per 100 cu.ft. 
OYer 300 cu.ft., ~ 100 cu.ft. 

. .••.•....••..... . •............... 

Per ~ter Per Xoftth 
Prior to Iff.ctive 
10-1-84 10-1-84 

al $ .520-,(1) $ .415 
.6S2! (1) .547 

~ ~hese rates include ~mortization factor of $.105 per 
Cct for purchased power to amortize undercollections 
of $96,200 over 24 months 

00 
(lC) 

(It.) 
~) 

.(N) 

.on;: '1'hi •• orcbarse b is ad41t101t. to the regular .oBthly ..cued vater bill. TM 
total MBtbl, aurcbar,. tlUt be 1deat1fied OIL each bill. Tb1 •• urchar,. 1. spee1fically 
for the r.'Pa,...a.t of tM Ca11fon,1a Saf. Dr1Dk111S Water Bon. Act 1MB autbor1zed 'by 
~1.1oD 92116. 

SHCIAl. eotmrrION 

C:ouu.er. requ1ri:cS vater 171 quantit1 •• a.oantiD8 to over 8,000 cubic: f~ in 
any ealndar 1I07lth, ..,. be r~quire-d to take vatM' dur1ag off-peak bours for ua •• a.ch 
.. 1rr1gatag golf l1Dka, .un:i.c:i.pal parka, md for filling .v:t-171g poola. 

(END OF APPENDIX A) 
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" ,.... '\ NOV 3 - 1982 r::'.', ,':" "'7,-., ~'. . . .' "'.; \ 
Decision 82 11 042 \1~J'JW'~UGuJ;J~ 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFOR~~ 
In the matter of the Applic~tion of ) 
Borrego Springs Water Company for ) 
authority to i~creasc its rates for ) 
~atcr service. ) 

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

A?plic~t1on 82-03-01 
(Filed ~rch 1, 1982) 

Linden R. Burz~ll, for applic~nt. 
EOw. Duncan, for himself, interested 

pa.rty. 
Albe~t A. Arcll~nol Jr., for the 

e It 
Co~~~ss~on s ~.: • 

T~is c~cizlon authorizos 'ncroazec rcvenu~s of $92,650 
(32.4?,) :"or tho tct.t yr::::Jr 1982. In incro~so will provide 
a 13.0% r~tc 0: return on our adopted rate oaze of $293,640. 

Borrego Springs W~ter Compan \(BSWC) seeks authority 
to increase its metered rates for water service approximately 
$189,300 (66.8%) annu~lly. 

BSWC, a Californi~ corporation, renders public utility 
water service eo a portion of the desert community of Borrego 
Springs, which is located in the northc3stern portion of San 
Diego County. BSWC's water supply is obtained from four wells, 
each equipped with an electric pump ranging in size from 50 to 
150 horsepower. In addition, there· arc two 210,OOO-gallon and 
one 60,OOO·gallon storage tanks located at the 900-foot elevation 
level. As of year end 1981, BSWC had approximately 801 eonnee~ed 
metered water services • 
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the high losses are completely justifiable and consist of 107. to 
121. necessary to maintain pump pressure on an all-day basis~ 
approximately 41. for flushing sand out of the water~ from 67-
to 81. loss of water from deteriorated~ 38-year old pipes~ 21-
for flushing fire hydrants~ 41. spillage, 81.-101. meter slippage~ 
and from 21. to 31. unmetered water for the irrigation of palm 
trees. In our opinion~ the above-described losses, except 
for the approximately 7i. leakage in the S8-year old pipes, 
the 47. spillage, and the approximately 97. meter slippage, 
appear reasonable and will be allowed for ratemaking purposes. 
The total of these three disallowed losses is 20% to be deducted 

" froQ the total kWhs of electrical energy required for pumping 
water. It should be noted ibat this loss factor of 201. relates 
to electrical power losses as\ociated with the pumping of water 
and not the customary loss fi~SWhiCh relates to lost and/or 
unaecounted volumes of water. 

As previously described, e have adopted as reasonable 
. " 457,956 Ccf water consumptl.on for tes't year 1982. Applying 

. BSWC's historical relationship of 3.16 kWhs per Ccf of water 
pumped yields a purchased power consumpti~t l,447~142 kWhs 

" for that year. From this figure should be deducted the 201. 
discounted loss factor previously discussed to yield the adopted 
purchased power electrical consumption of 1,157,714 kWhs. At 
the currently effective rate of $20 per month per well service 
charge plus $.10919 per kWh quantity charge, the purchased power 
cost for 1,157,714 kWhs used by BSWC's four wells equals 
$127,255, which we adopt as reasonable. 

Balancing Account Amortization 
According to the testimony of the staff witness, 

the balancing account for purchased power was underaccrued by 
approximately $60,000 for the calendar ,year 1980, and that as 
of December 31, 1981 the balancing account was underaccrued 
by $96,253. He recommends that because of the magnitude of 
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• the under')ccJ:uZll, it be- ~morti:te-d ':It •. 1 rdt(;' ()!' $t.H,lOO ':1 '/<::J1: for 
two yc~r~. This rccommcndo:ltiol' :I[)p("lr~: ('·:I:;o',n;.ld.0 ~ncJ will lie' 

• 

• 

ado?te~. However, we t..;l~,:, not<-' o~ t:1V 1 ~I~·t. th,'lt t1l,:, St,!J ,lO~J 
, .. 1 (' "" represen:s approxlm3~c y )h~ 

revenues bci~9 ~uthori2ed by 

aojustment. '"h ' " ", r 0 v ; ,1.. .. \-, .... 
'" 10 U Z, f,J C \'1 =. ... ..;",.1 ....I.! .. f I "I " 

end 0: the t· ..... c-yc.:r 3mo:'tiZ.:ition p~::-j,u'l :J:.: ind1c ... tl.'cJ ir. 1·,j):J~·:idix /~. 

The- utility ic c~utionl?c th.)t lutUt:C- ul'IlJ...'r- oil' '.lvcr.:Jccru;;}:: co!: 

such ~ m;)s~itudc zhould b<: .lvoid(·J by tl;, .. ' til:I ... ) 'I ::i J.in':1 rd ~ 

purch~sed power offset 3dvicc letter. 

Pllvrol1 Expense 
According eo che rcco~, BSwC's cstim~~c of $56,000 

?~yroll expense rcfleces ~ 25% in\~c~sc over the 1980 payroll 
cx?ense whereas the sC;l£f ('n':Jin(~'.'.c\; (·:;~':::I.I1··· 'J: ~:;'~t.,j(J\) 

rcf:ects ~nnu31 inflation f~c:ors 0 for th~ yc~r 1981 
and 9 .. 8% for test yc~r 1982. The 
cx?cnsc :0:' J.anuo.ry 1, 1932 through JUl, 

Si :'lee t.he tez t yc~ r i::; riC;) rl y ove, .:Jnd :,~ i nee 
cstim.:ltcz were low, we: will ':')Ciq)t $~)7 ,200 ~l:: 

Other Oper~ting Exocnscs 

six months p~yroll 
30, 1982 wa~; $28,622. 

ct.:Jff ~nd utility 

". 

BSWC's estimate of oth0r opcr~:in~ expenses is $61,725 
as contrasteo co the scaff's estimate of $J5,22S. The ~7.6,500 

difference is interest charges p~id by BS~C. According to the 
tesci~ony, BSWC believes that the interest ch~rgc should be 
allowed :0 the extent :h.:lt bo~ro~cd funds ~rc required to co:rry 
:he bA1anci~s ~ccoun: which accumulated clue :0 power rate 
increases allowed the San Diego Gas & El~c~ric Com?~ny that 
were no: offsc: by .;l.dequ~tc w;lter r.:ltc i:lcr<:.;J:-~(·:;. Tb~ st.')f: 
engineer cestificcl th.;l.t r.uch .:\11 intercs: ':lmO\.l1iC W.:l.$ considered 
in the: CO:Il?u:.:I.t:ion of the income t.:tXc~' ~nld, :hcr<.!£orc, should 
no: be: allo'..tcd in the o?cr.J.t ing cxpen st.:!!; • '1'11(' ~~ 26, SOO i;1 to:-' r(!!·;t 

0xpenzc> W.:lS .:Ilzo lnclu(kcl .in til" computation or the :';ub::<'Cju0ntJ.y 
di:;cussed debt co~::(; o[ lJ.~j':,. ·1'hc·J:<.. .. (o/'." t)I'.' :;t.:d.'f po:-;iti,()D i.::; 
consistent wi th our not'm:JJ, i)r.:lct,i.c(· ,1:1oi wi 1; I,,',' ,:tcln[Jlt'<J. 
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Depreciation Expense 
The difference in depreciation expense estimates of 

BSWC of $24,379 and staff of $24,724 is due to the availability 
of 13ter information by staff. Consequently, the staff estimate 
will be adopted. 

Taxes Other Than Income 
According to the record, BSWC inadvertently included 

no amount for payroll taxes in its est~te of Taxes Other Than 
Income. Consequently, the staff estimate of $9,200 will be 
adopted. 

Income Tax 

Both BSWC and staff estimates indicate that at present 
rates the 1982 test year operatiods experience a loss. Similarly 
the adopted results also indicate ~at at present rates BSWC 
will experience a loss for the year ~982. Consequently, the 

\ 
only income tax would be the min~ $200 amount for the 
California State Franchise Tax. In acC~dance with the dictates 
of the Economic Recovery Act (ERTA) of 1981, and Decision (0.) 93848 
dated December 15, 1981 in our Order Instituting Investigation 24 
into the method to be used by the C~ission to establish the 
proper level of income tax expense for ratemaking purposes, 
the income tax expense is computed with normalization of 
Accelerated Cost Recovery. The incremental effect of ERTA on 
revenue requirement is an increase of $480.- ~t>W!l1 1eqal~~ 

.BSW.c::1:o-'S·end-a-brl~l"=~~:t;~ce-..=t.o;::;L.ts-eus.tome.r.s-e.xp~a i" ; n9-
..... t.l).e-i-~~G.~~~_o.~_t..b.e; r ·r·~t<d,-:-, __ _ 
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The difference between BSWC and staff esttmates of 
utility plant is due to the exclusion by staff of the Safe 
Drinking Water Bond Act loan improvement as ordered by D_88535 
dated March 7, 1978 and the availability of later recorded 
information. The staff estimate is in accordance with our 
past practices and decisions and will be adopted. The difference 
in estimates of depreciation reserve, contributions in aid of 
construction, retirements, and advances for construction reflects 
later information availa~le~ staff. Consequently, the staff 
estfmates will be adopted. _~~ staff estimate of working cash 
allowance of $44,260 was, accor~ing to the testimony of the 
staff witness, developed in acco\fance with the simplified 
methoc as described in the Utilit~es Division's Standard 
Practice U-16 and will be adopted. \!hc staff engineer reduced 
the rate base by the estimated Reserve for Deferred Income Tax 
and Investment Credit resulting from the use of normalization of 
Accelerated Cost Recovery. This adjustment will be adopted as 
reasonable .. 
Rate of Return 

Fo: the test ye~r 1982, BSWC rcque~ts a 13.0% r~t~ of 
return on its r~te base. Staff's Revenue Requirements Division 
h~s reviewed BSWC's finances and hac concluded that ~ 13.0~ rate of 
return is not unreasonable. This conc1ucion i~ ba~ed on using ~ 
capital structure of 60% debt ane 40% ~quity, ~ debt cost c~timated 
at 13.5~, and ~n equity cost ~t 12.25%. We concur th~t BSWC's 

55 reque.st is· l'l'&t tl'Measonable. The rates authorized by thi:; decision 
will reflect a 13.0% rate of return lor the 1982 test year on our 
adopted rate base of $293,640, or a net return of $38,170. A 

• 
9ross revenue increase of $92,625 (32.4%) is required to provide 
such a net increase in revenue .. 
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o R D E R 

IT IS ORDERED that: 
~ After the effective date of this, order, Borreso Springs 

Water Company (BSWC) is authorized to file the revised rate schedule 
attached to this order as Appendix A, and concurrently to withdraw 
and cancel its presently effective sched~les. S~ch filing shall 
comply with General Order 96-A. The effective date of the revised 
sched~le shall be fo~r days after the date of fi.ling. The revised 
schedule shall apply only to service ,rendered on and after that 
effective date. ,~_ _ __ ._ 

-2 W,:i.tthin 4 5-d-ays BSWC=Sh"a·l·l--send-th~·Lb,ill l.ns-e'rt-a-ttach.ed 
, d' " ~, \ .1,n,?pp.e,n .. 1.X_B_t9_a~ts_w.a..te.r4omers-.-

This order becomes effective 30 days from today. 
Dated NOV - 31S821 \ , at San Francisco, 

California • \\ 
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}OH~ E, BR"'SO~ 
Pr~id('nl 1 

mCHAH.l) D C:UA VELLE 
Lr:O~AnD :>'1. CBl~ES, JR, 
V1CTOP. CALVO 
PR1~I!..LA C. Gm~W 

Comnli:;~~on"rs 


