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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

In the matter of the Application of ]
Eorrezo Springs Water Company for Applicatfon 82-03-01

)
authority to increcasc its rates for ) (Filed Morcn 1, 1982)
water service. g

Linden R. Burzell, for applicant,

Bdw,. Duncan, for himself, interescted
parcy.

Albert A. Arcllano, Jr., for the
Commission stal:s,

Y
Summarcy

Thins decinion authorizes increased revenues of $92,625 V//
(32.4%) for the tost yoar 19382,

Such an increase will provide
a L3.0% rate ol return on our adopied rate bazo of $£293,640.
§ ’
Borxego Springs Water Company (RSWC) seeks authority

to incrcase its metered rates for water service approximately
$189,300 (66.8%) annually,

BSWC, a California corporation, renders public utility
water service to a portion of the desert community of Borrego
Springs, which is located in the northeastern portion of San
Diego County. BSWC's water supply is obtained from four wells,
cach cquipped with an clectric pump ranging in size from 50 to
150 horsepower. In addizion, there are two 210,000-gallon and
one 60,000-gallon storage tanks located at the 900-foor elevation.

level. As of year end 1981, BSWC had approximactely 807 conmected
metered water scervices.
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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 Californmia Safe
Drinking Water Bond Act loan:

Excluding Surcharge Including Surcharge

Per Meter Per Month Per Meter Per Month

Present Proposed Present Proposed
Rates Rates Rates Rates

Quantity Rates:

Firet 300 cu.ft., per 100 cu.ft. $§ .441 $ 560 § W44l $ .560
Over 300 Cu.ft-, per 100 cu.ft. 0569 -910 -569 «910

Service Charxge:

For 5/8 x 3/4=inch meter $ 2.50 $ 7.9 $ 4.60 $10.00
For 3/4=1nch meter 2.75 12.65 5.10 15.00
For l-inch meter 3.75 16.85 6.90 20.00
For lk=inch meter 5.00 20.80 9.20 25.00
For 2-inch meter 6.75 25.30 12.45 31.00
For 3-{nch meter 12.50 29.25 23.00 39.75
For b-inch meter 17.00 33.20 31.30 47.50

The Service Charge is a readiness-to-serve
charge applicable o all meterod service
and to which 4s to be added the quantity
charge computed at the Quantity Rates, for
water used during the month.
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BSWC's proposed rate design is intended to raise 22%
of the total revenues from the service charge as compared to the
present rates wherein the present service charge provides
approximately 10.67 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 and operate the entire water system in
full readiness to serve 24 hours per day, 365 days 2 year, even
if no water 1s consumed, at a cost in excess of $200,000 per
year. Inasmuch as the pfoposed rate structure provides only
approximately one-half of the total readiness-to-serve costs,
it is fully justified. This witness further stated that he
belleved its proposed rates conform to this Commission's "model"
rate structure which calls for:

a. A service charge as contrasted to a
minimum charge.

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 £irst block.

The staff witness testified that he concurred with
BSWC's proposal to apply a larger increase t£o the service charge
and that the adopted rate structure should conforxm to the above-
described '"model" rate structure.

We note that BSWC serves a predominately second-home
community Of parttime residents. These recidents have relatively
low consumption but the fixed costs associated with making the
service available to them remain high. WG'therefore conclude that
BSWC's proposal to increase the service charge to provide APProxi-
mately 22% of the 1982 test year adopted revenues ic reasonable.
This rate design will create 2 more equitadble distribution of
costs by causing parttime residenis to bear more of the fixed
costs of service without charging fulltime residents excessively
high gquantity charges.
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Results of Operations

Both BSWC and staff presented results of operations
reports £or the test year 1982. The following tabulation c¢ompares
the 1982 test year estimates prepared by BSWC and staff, together

with the adopted estimates at present and authorized rates.
bases for the adopted results are discussed in the ensuing
paragraphs.

Estimated Year 1982

At Present Rates
Item Staff BSWC Adopted

The

Authorized
Rates

Operating Revenues $302,880 $203,49127  $28%,765
Operating Expenses '

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

Amortization 48,100 0 48,100
Payroll 54,300 56,000 57,200
Qffice 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 35,225
Depreciation 24,724 24,379 24,724
Taxes Other Than Inc¢ome 9,200 5,532 9,200
Income Taxes 200 0 200

$378,390

127,255

48,100
57,200
12,200
16,400
6,600
35,225
24,724
9,200
2,316

Total Oper. Exp. 315,189 337,836 337,104
Net QOperating Rev. (12,309) (54,3245) (51,339)
Depreciated Rate Base 293,640 576,310 293,640
Rate of Return (Loss) (Loss) (Lossg)

(Red Figure)

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

340,220

38,170

292,640
13.0%
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It will be noted that the major differences in the
estimated summary 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

BSWC and staff estimates differed in both the Cecf per
customer and the number of customers. BSWC's estimate reflected
787 customers for test éear 1982 as contrasted to the staff's
estimate of 814 customers for the 1982 test year. As of
December 31, 1981, BSWC was sexrving 807 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 Cef
per customer used by staff. According to the record, the staff's
estimate was based on a least squares statistical 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 the water use for the first four months of 1982 was 147%
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 Cef
per customer, which approximates very closely the 564 Cef per
customer we adopted as reasonable in BSWC's last general rate
case in 1976. Comsequently, we will adopt the 562.6 Cef so
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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 Cef for the test year 1982. Applying these sales
to the average of the revenmue 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 1,311,265 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. 7The difference in
the two electric rate schedules 1s .00822 cents per kWh and
obviously accounts for only a very minor portion of the
$46,760 difference in the estimates. 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 witmess 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 estimate on a 157 level of losses
which he believes reasonable and not on recorded data reflecting
an overall efficiency of from 547, to 56.67%, which he believes
reflects excessive losses that should not be permitted for
ratemaking purposes. Accoxrding to BSWC witness' testimony,
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the high losses arc completely justifiable and consist of 107% to
127 necessary to maintain pump pressure on an all-day basis,
approximately 47 for flushing sand out of the water, from 6%
to 8% loss of water from deterilorated, 38~year old pipes, 2%
for flushing fire hydrants, 47 spillage, 8%-107% meter slippage,
and from 27 to 37 unmetered water for the irrigation of palm
trees. Ia our opinion, the above~described losses, except
for the approximately 7% leakage in the 38-year old pipes,
the 4% spillage, and the approximately 97 meter slippage,
appeaxr reasonable and will be allowed for ratemaking purposes.
The total of these threc disallowed losses is 20% to be deducted
from the total kWhs of electrical emnergy required for pumping
water. It should be noted that this loss factor of 20% relates
to electrical power losses associated with the pumping of water
aand 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 Cef water consumption for test year 1982, Applying
. BSWC's historical relationship of 3.16 kWhs per Ccf of water
pumped yields a purchased power consumption of 1,447,142 kWhs
for that year. From this figure should be deducted the 207
discounted loss factor previously discussed to yield the adopted
purchased power electrical consumption of 1,157,714 kWhs, At
the curreantly effeccive 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 recasonable.

Balancing Account Amortization

According to the testimony of the ctaff witness,
the balancing account for purchased power was underaccrued by
approximately $60,000 for the calendar year 1980, and as
of December 31, 1981 the balancing account was underaccerued

by $§96,253. He reccommends that because of the magnitude of

.7~
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the underaccrual, it be amortized at & rate Gf $48,L00 o yenr for
two years. This rccommendation appeurs peavonable and will be
adopted. However, we take note of the tuct Lhat the $48,100 ,///
represénts approximately 52% of the §92,625 increcse in annuul
revenues being authorized by this decision. Marther, the nugnitude
of this underaccrual extends far beyond the uvnual halancjng aceount
adjustment. Thus, we will vrovide thot raren he reduced at the
end of the two-yedr amortization period an indicated in Appendix Al
The utilisy is cautioned that future under- or overaccruals of
such a magnitude should be aveided by the timely [iling O &
purchased power offget advice letter.
Payroll Expense

According to the record, BSWC's estimate of $56,000
payroll expense reilects a 257 increasce over the 1980 payroll
expense whereas the staff cengineer's ontimutoe o $%4,7300

reflects annual Inflation factors of 10.47 for the yesr 1981

and 9.87% for test year 1982. The recorded six months payroll
expense for Januayy L, 1982 chrough June 30, 1982 was $28,622.

Since the test year ig nearly over and since it oppedars that roth ntnﬁf and utility
QStimates wore low, wo will adopt $97,200 an roasonable tor toot voar 1957,

Other Ooeracsing Exnenses

as contrasted to the staff's estimate of $35,225. The $26,500
cifference L1c interest charges paid by BSWC. According to the
testimony, BSWC believes that the interest charge should be

BSWC's estimate of octher operating expeuses is $61,725

allowed to the extent that borrowed funds arc required to carry
the balaacing account which accumulated due to power rate
increzses alloweé the San Diego Gas & klectric Compuny thut
wexe not offsct by adequate water rate iucrcases., The stuff
engineer testifiecd that such an interest amount wes considered

in the computation of the income raxes and, therefore, should

not be allowed in cthe operating expenses.  ‘The $26,500 interesnt
expense was also included in the computuation of the subseguently
discuszed debt cozt of Li.%.. Therefore, the stall position is

consictent with our nozmal practice and will be adopred.

-8-
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Depreciation Expense

The difference in depreciation expense cstimates of
BSWC of $24,379 and staff of $24,724 is due to the availability
of later information by staff. Consequently, the staff estimate
will be adopted.
Taxes Other Than Income
Accoxding to the record, BSWC inadvertently included
no amount for payroll taxes in its estimaze of Taxes Other Than

Income. Consequently, the staff estimate of $9,200 will be
adopted.

Tncome 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. Comsequently, the

only income tax would be the minimum $200 amount for the

California State Franchise Tax. In accordance with the dictates

of the Economic Recovery Act (ERTA) of 1981, and Decision (D.) 92848
dated December 15, 198L in our Order Instituting Investigation 24
into the method to be used by the Commission to establish the

propexr 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.
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Depreciated Rate Base
BSWC's 1982 test year estimate for depreciated rate
base is $576,310 as contrasted to the staff's estimate of
$293,640. The following tabulation summarizes the compoment
parts of these two estimates, together with the amount by
which the BSWC estimate exceeds the staff estimate:

Estimated Year 1982

BSWC
Exceeds
Staff

Item :___ BSWC : _Staff

Average Adjusted Utility Plant §$ 998,830 $ 710,870 $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)  (15,920)

Contributions (35,000) (47,910) 12,910

Average Adjusted Depreciated
Rate Base 576,310 296,040 280,270
Re;grve for Deferred Income
ax -
Tax Depreciation 0 (820) 820
Investment Credit 0 (1,580) 1,580

Adjusted Rate Base 576,310 293,640 282,670
(Red Figure)
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. The differcace between 35WC and staff estimates of
ut{lity plant is due to the exclusion by staff of the Safe
Drinking Water Bond Act loan improvement as ordered by D.88535
dated Mazeh 7, 1978 and cthe availability of later recorded
inforxzation. 7The staff estimate is in accordunce with our
past practices and decisioms and will be adopted. The difference
in estimates of depreciaction reserve, contributions in aid of
construction, retirements, and advances for construction reflects
later information available to staff. Conscquently, the staff
estimates will be adopted. The staff estimate of werking cash
allowance of $44,260 was, according to the testimony of the
staff wicaess, developed in accordance with the simplified
aethod as described in the Utilities Division's Standard
Practice U-16 and will be adopted. The staff engineer reduced
the rate base by the estimated Reserve for Deferred Tucome Tax
and Iavestment Credit resulting from the use of normalization of
Accelerated Cost Recovery. This adjustment will be adopted as
reasonable.

Rate of Return

For the test year 1982, DSWC reguoents o 13.0% rate of
return On its rate bage. Stoff's Revenue Reguirements Division
has reviewed SSWC's finances and hag concluded that o 12.0% rate of
retugn ig not unreasonable. Thic conclusion i based on usming a
capital structure of 60% debt and 404 wcquity, o debt cost estimated
at 13.5%, and an e¢guity cogt ot 12.25%. wWe concur that UBSWC'S
reguest is reasonable. The rates authorized by this decision
will reflect a 12.0% rate obf return for the Lus2 test yoar on our
adopted rate basgse of $291,640, or a net return of $38,170. A
gross revenue increase of $92,525 (22.4%) iu reguized to provide

such a net increasce in revenuco.
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Service

According to the testimony of the staff witness,
the sexvice 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 mear future.

3. A rate of return of 13.0% 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 $92,625 (32.4%) for BSWC's gemeral
metered sexvice,compared to a requested increase of $189,300
(66.8%).

6. When the underaccrual ©f $96,253 in the purchased power
dbalancing account is amortized, rates should be reduced accordingly.

7. The quality of service rendered by BSWC is adequate.
Conclusion of Law

The Commission concludes that the application should

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

IT IS ORDERED that after the cffective date of this order, V//
Borrego Springs Water Company is authorized to file the roviged v//
rate schedule attached to this order as Appendix A, and concurrently
to withdraw and cancel its presently effective schedules. Such
£iling shall comply with General Order 96-A. The cffective date
£ the revised schedule shall be four days after the date of filing.

The revised schedule shall apply only to service rendered on and
after that effective date.

This order becomes effective 20 days from today.
Dated November 3, 1982, at San Francisco, California.

JOHN E. BRYSON
Precident
RICHARD D. GRAVELLE
LEONARD M. GRIMES, JR.
VICTOR CALVO
PRISCILLA C. GREW
Commicsioners

I CEPTTFY TEAT T

I

vy -

I'A \\ ft .l f'“"“ 31 '.,_ ‘:
Sl Aral s PRI 1) -

C L.“.CU-JJ.O-IMw ...(n..../

L




A.82-03=01 /ALJ/bw

APPENDIX A

. Schedule No. 1

METERED SERVICE

APPLICABILITY

Applicable to all wetered water service.

TERRTITORY
Borrego Valley and vicinity, San Diego Coumty.

RATES Per Meter Per Month
Charge Surcharge

Service Charge:

Yor 5/8 % 3/4=50Ch MELEY .ceccececcccevnrsssssssvece $7.30 (1) $ 2.10
For 3/h~1nch MELET .c.cecevecavscacccncncnas 8.00 2.35
Yor l=inch MeteY .c.ccvscssresvesascarscane 11.00 3.15
Yor lk'imh weter srresssnsessnssssasrsNsREYe 15.00 10.20
Yor 2=10ch MELEY .cvvecosscscccssssanccnsse 20-00 5-70
For 3einch MELOT .cevcvacvcsssvanssscssssvnes 37.00 10.50
Yor 4=10Ch MELET ceceveccvscccssnscnvocnes 50.00 (1) 14.30

The Service Charge 15 a readiness-to-serve charge applicable to all wetered
service and to vhich 1s to be added the quantity charge computed at the
Quantity Rates, for water used during the wonth.

Quantity Rates: Pexr Meter Per Month
Prior to  Effective
10~1-84 10-1-84

Pirst 300 co.ft., per 100 Cu.ff. .eeeevserieerens  § L5202(D) § 415

wer 300 cu'ft., m 100 cu.!:. [ EF N NEN N NENNRENNNENN] .6523 (I) -“7
a/ 7These rates include amortization factor of 5.105 per

Cef for purchased power to amortize undercollections

of 596,200 over 24 months

METERED SERVICE SURCHARGE

XOTE: This surcharge is im addition to the regular monthly metered water bill. The
total monthly surcharge wust be identified om each bill. This surcbarge is specifically
for the repayment of the Califormia Safe Drinking Water Bond Act loan authorized dy
Decisfion 92116.

SPECIAL CONDITION

Consumers requiring water in quantities amounting to over 8,000 cubic feet in
any calendar wouth, may be required to take water durimg off-peak hours for uses such
as irrigatisg golf links, wunicipal parks, aad for filling swimming pools.

(END OF APPENDIX A)
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Decision __ 82 11 042 NOV3- T2 eIt
BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA
In the matter of the Application of )
Borrego Springs Water Company for )  Application 82-03-01
authority to increasc its rates for % (Filed March 1, 1982)
)

water service.,

Linden R. Burzell, for applicant.

Edw, Duncan, for himself, interested
party.

Albert A. Arellano, Jr., for the
COmMMLSSLONn sStakz.

SuTmmary

This decizion authorizes\increased revenues of $92,650
(32.4%) for the test year 1982. Su an increase will provide
a 12.0% rate of return on our adopted\rate base of $293,640.

Borrego Springs Water Company, (BSWC) seeks authority

to increase its metered rates for water service approximately
$189,300 (66.8%) annually,.

BSWC, a California corporation, renders public utility
water scrvice to a portion of the desert community of Borrego
Springs, which is located in the northeastern 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 are two 210,000-gallon and
one 60,000-gallon storage tanks located at the 900-foot elevation

level. As of year end 1981, BSWC had approximately 807 connected
metered water services.
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the high losses are completely justifiable and consist of 10% to
127, necessary to maintain pump pressure om an all-day basis,
approximately 47 for flushing sand out of the water, from 67
to 8% loss of water from deteriorated, 38-year old pipes, 2%
for £lushing fire hydrants, 47 spillage, 8%-10% meter slippage,
and from 27 to 37 unmetered water for the irrigation of palm
trees. In our opinion, the above-described losses, except
for the approximately 77 leakage in the 38-year old pipes,
the 47 spillage, and the approximately 97 metex slippage,
appear reasonable and will be allowed for ratemaking purposes.
The total of these three disallowed losses is 20% to be deducted
from the total kWhs of elgbcrical energy required for pumping
watexr. It should be noted ébat this loss factor of 207 relates
to electrical power losses associated with the pumping of water
and not the customary loss figé e which relates to lost and/or
unaccounted volumes of water. :\\\w

As previously described, ~$ bhave adopted as reasonable
457,956 Ccf water consumption for test year 1982. Applying
- BSWC's historical relationship of 3.16 kWhs per Cecf of water
pumped yields a purchased power consumptigﬁ\qgkl,447,142 kWhs
for that year. From this figure should be deducted the 207
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 pexr 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 reasomable.

Balancing Account Amortization

According to the testimony ©f 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, 198l the balancing ac¢ount was underaccrued
by $96,253. He recommends that because of the magnitude of

-7-
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the underaccrual, it be amortized at o rate of $4%,100 O year for

two years. This recommendation appeurs reasonable and will L
adopted. lowever, we take note oL the tact that the $48,100
:epresén:s approximately 92% ©f the $92,000 jncresse in unhuul
revenues being authorized by this decinion, Murther, the mognitude
£ this underaccerual extonds far beyonrd he usuzl balancing account

adjustment. Thus, we will provide thot rutes be reduced at the

(%
end ©f the twe-year amortiization period au indicuted in fpuwendiz A

The utility is cactioned that {uture under- or overalcrusls vl
such a magnitude should be avoided by the timely Viling ol
purchased power offset advice letter
Pavroll Expense

According to the rccoﬁi, BSWC's estimate of $56,000
payroll expensc reflects a 257 iagreasc over the 1980 payroll
expense whereas the sCaff engincer\s covrmare o 554, 30y
reflects annual inflation factors 10.47 for the year 1981
and 9.87 for test year 1982. The recyrded six months payroll
expense £oxr January L, 1982 through Ju 30, 1982 was $28,622.
Since the test yeor is ncarly over and singe it gwears that Loth staff and utility

estimates were low, we will adopt $57,200 b roeaxonaNe for test yeae 1982,

Qther Operatiag Exocnses

BSWC's estimate of other operating expenses is $61,
as contrasted to the staff's cescimate of $35,225. The §$26, 500
difference is interest charges paid by BSWC, According to the
testimony, BSWC believes that the interest charge should be
allowed to the extent that borrowed funds are required to carry
the balaacing account which accumulated due to power rate
increases allowed the San Dicgo Gas & Electric Company thut
were not offsct by adequate water rate increases. The staff
eagincer testified that such an interest amount was considered
in the computation of the income taxes and, therefore, should
not be allowed in the operating expenses. The 26,500 inteross
expense was also included in the computation ol the subseqguently
discussed debt cost of 13.5%. Therelore, the stalf position io
consistent with our normal

pracrice and wili Lo adopted.

8o
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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 later information by staff. Consequently, the staff estimate
will be adopted.
Taxes Other Than Income

According to the record, BSWC inadvertently included
no amount £or payroll taxes in its estimate 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 operatioés experience a loss. Similarly
the adopted results also indicate that at present rates BSWC
will experience a loss for the year ?82. Consequently, the

ounly income tax would be the minimum $200 amount for the

California State Franchise Tax. In accordance with the dictates

of the Ecomomic Recovery Act (ERTA) of 1981, and 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 ratemaking purposes,

the income tax expense is computed with normalization of

Accelerated Cost Recovery. The incremental effect of ERTA on /L/
revenue requirement is an increase of $480.° WewrII—roguive™ A
BSWCEo~sERd—a—bill=fnserEnotice o ts custoners.explaining
_thewimpact B ERTA, On. Fhe L Tt
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" The differcnce between BSWC and staff estimates of
utility plant is due to the exclusion by staff of the Safe
Drinking Water Bond Act loan improvemenﬁ 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 available %o staff. Consequently, the staff
estimates will be adopted. The staff estimate of working cash
allowance of $44,260 was, according to the testimony of the
staff witness, developed in accox@ance with the simplified
method as described in the Utilitiles Division's Standard
Practice U-16 and will be adopted.\’Thc 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

For the test year 1982, BSWC regquests & 12.0% rate of
return on its rate base. Staff's Revcenue Requirements Division
has reviewed BSWC's finances and has concluded that a 13.09% rate of
return is not unreasonable. This conclucion is based on using a
capital structure of 60% debt and 40% eguity, a debt cost estimated
at 13.5%, and an eguity cost at 12.25%. We concur that BSWC's
request is met—wmreasonable. The rates authorized by thiz decision
will reflect 2 12.0% rate of return for the 1982 test year on our
adopted rate base 0f $293,640, or a net return of $38,170. A
gross revenue increase of $92,625 (32.4%) is reguired to provide
such a net in¢rease in revenue.




A.82-02-01 ALJ/bw

IT IS ORDERED that:
—X~ After the effective date of this order, Borrego Springs /Qfagd
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 presehtly effective schedules. Such £filing shall
comply with General Order 96~-A. The effective date of the
schedule shall be four days after the date of £iling. The

revised
revised

schedule shall apply only to service rendered on and after that
effective date.
Wi 5—Gay S BSWCTEhali-send—the bill imcert—attached /.
in Appendix_B to_all its.water omers.—
This order becomes effective 30 days from today.
Dated NOV 3 1982 \ , at San Francisco,

California. \\\\
. JOHN E BRYSON

President .
RICHARD D GRAVELLE
LEONARD M. GRIMES, JR,
VICTOR CALYO
PRISCILLA ¢ GREW

Commissioners




