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INTERIM OPINION 

I. SUMMARY 

Rates fcrr lever service are increased by $354,500 ,of 
which $65,200 1. subject to refund. The rate for unrestricted: 
residential service i. increued from· $9-.2S to- $10. 39 ~r dwelling 
unit and for restricted relidentia1 service from· $8.01 to- $9.00 

per dwelling unit. The t»ercentage differential in these rate. 
e.tab1iahed in prior decisions i8 r.t&1n.d~. 

The portion of the revenue increase subject to- po •• ible 
refund re~relents the effects of The Econo.ic Recovery Taz Act. 
It is to be collected .uoject to· refund· pendin! a deteraination 
of the manuer. if any,. itl. which revisions eo- ehe aurch&rg~ _thod . 
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. - "·~·;"~~&.~~ii~~.~ie~~i~~: -~~c:~~;~.v~~!~ ~tb~!~y,)~o~:.::-
increase its r,ates. for ~ •. ev.e%: .• erv.ice .•.. _Tbe_rate.;.iTlCre .. e. prop<)led_, .. 

c:, ....... : ... · ... · .. '_..,,,.'...., ' __ ·.;.··.:... .... .->1· __ ... ""_ ........ ~ .':.... __ ..., •• "',., __ ._ .. ,w ..... · .. _ .... .,t ,._ ............ '-;. 

by tRSI are in .teps de8igned_.to .incre&.e .. annual .. revenue.-:-for~rte.t ,' .. ... , ..... _' ,:.:., .... , ~".' ,~, ... c .... ' ............. H, ... «'''' .. ' ... ," _'.1 . ..; ..... __ >~ •• "J. __ ..... , .. _, _a .......... , __ ,,\ __ ....... .i,._ 

rear 1982 by $713,600, or: 26:.4%,. over. ... the ,revem.1e ..... produce.d .·by.., .. _, ... , . 
.. ' '" "...... ''.:" .. -~.';':''': ~.~:' ___ ' _ .. ,- __ J'. ~',. 'T' '." ........ ~ ... 1·,,.-....,, .... ..., .. ~ .. _" ... -' .. ' _. ~ ... ~.I.' .. > . 

rates in effect at January 1 •. ~?~.~~::!~:~ -:~e~~~;~.~::l~~~::~,::::.:::; :.: ~<_:"';~ 
$261.700.. or. 7..,~1., ~er ~~e..,eU\les .fr,om·,.ratel, _propo',ed for-:.1982; 
and f~~·t.eit .ye.i~i984 by ,$2j~i~2.~0;,~~ ~:t~~;~;~~;,~;~~~~~~cf;~~.:: ~,~.~­
rates Pr()po.e(ftor,).~83:.~" .. ' ",~~~,~.- ~c.,.-'. ~,~ ~"',. \"~ -<:' ,",~ _,",J'_r'~'''''\2 

",,,. __ .... _ .. __ .\~ ..... .'~-.. -'., ... _. __ ._ .... '''-"',,'::. .... ~. __ • ' .... 'L.,' , ~~ .. ',;, ...... 'It .... "' .... .,.-"- ...... > ..... ~ ..... -

" ~~I_, p~~~e:a ~, •• ~r. : •. ~c~~(.t~ :.c::~~~~n :.p:.~~~~D~ :~~.:: ;~;:"":'::': __ 
Laguna Billa, !l ... Toro-,.,-and. Ki .. loD._Vlej.o."lu .outh._Orange.,~ty, •.. :.-,;:, 

• _ ... .,....," ~.'..." '.. .. ..... ,. ', .... _ • _ ,~ ...... __ , ~ -' oW' ... , ' .. ~ ........... ,",'''. _ _ • ..J.... ~.... '...., .... 

It maintains a network ~of .mor,e, ~han .100 .. 1Iil.s. of "collection .ma.ins,"._ .. 
" '. :,' ........... ,,_ .......... ~I· ...... _ .... ~ ••••.. , ......... 1,,' .\" _ ... ~.: ........ ' ....... -.... ,.,. ..;}_. , ...... ~. '":, _ .... ..J - - .. -~ .~ .......... ""J 

and trau .. 1aaiou auci" trunk line ... ,aemns."appr.ox1mate,ly.. -24.,.000. -.. , ~ ~', ~'.'_ 
'..: ,.. .. ... .. , .~. ':. "., ........ ~ .J..... ":.'.... __ ".". _ ..... \or ..... ,', .... '_'r ", .. ~, ..... ,.lo. , .. , ............ - ..... , ....... r~\"""; , ...... ,,', .., .... -- - .• 

service eouneetlotul •. It,' I ewer, .. ,..t.II:.connect .... to: w &n ocean,...::- -.., ..... v =- - ,.,_ - :,;:...: ~_ .. ~: : .. .::. "",' "_ ,,_:. ,.' .' ..I.. ~' .... _ •. """_ -.• ,_... .~~. __ • __ ...... ~ ••• ~~"'~' ,..,;., •• - .... - ... -" _ .... , .. - -_ .. ,,. 

outfa.1l .p~P.,e~in~.,._ ........ ~A • ""_,,.~,~ ••• ', .. ~" ' .... , ~,., ::'~.'''''''~''''~' ":)" ..... _ •• ~~:::::.:;,:-: 
' ... ,' .. 'As" of'Dec:em~er ~3i: J.~98( .LHs~iTs ';';.t- ~tiiit1' ~p£~t.;. ... ~ ~.~. ~'~ . 

.. ' -:-, .... , ... ..:..7:.,. ) ....... ,: ""'-'To,J,· ,.~ .... <_ .. ,:-,< ___ , .......... -~" ... -.... ,- ----_ ... ' ',.'.-'-' - ... .. 

$13.624,.830_ and, ,It,' c~nt,r1b~t,1onl. In .. aid: of. cOllltruct,1on .were 
$10 .85~, 06~ •. . oi:~.8.~ '~f:: ,~~i:, ~t~i~:i~~, ;~~~a~~. ;.~~~ ~.1~- ;~"'i~-) .:. = '; ~i :-:: ',:" 
ordinary, re1&tlonsh1~._" It, .1.~~e ::r.~"u~t. of::;d.~e.~o~e.z:. ~~~::t_ng:.:::::::.::.~ d~~~.::; 
requ1red.~.I" 'a condition of, •• rv.ice •.. to'. eontributein-traet .: ',- - '.- '.' 

~ . t',' ~ _:. .. ,,' _:: _, ~'.. _',~ > ~, '. -", ... ', .- ~." ,". .~.. .. .. -, .... ~... ' .. - ... _ -..... '"' - -

facilities and to:, ~y. connection. charges" (CIA-BP:)~ .. to: f1D&nc~:~ ::.<.::' ~ •. ~: 
• _, ... ' _ J' '0-. •• '" .... '-' ,:' < .... - ..... ...,., • • .,...... ',,- .... ..-" .... - .... ... .' 

backbone .. plaut .... _ . _" -" .. _' - '. ' .. ,,:: - ?-:~ '" ~'<:I; - :.::: -::::::"::::~·~'i:i;;: :;0 
. _ :.~ LBSl. a;d~ 'La~~,Hi~l~~ w~;;" ~~;.p~~1~ :(~!=:) ~~:: ~~gy :~,::~: -:,~. 

ovced sUbs1diaTlea,' o(·~a ... B11i. Ut1lity_ Company .. , (I.B1lC).- a .":", :'D ~':' -:-.:> 
_ " '" ..... . - _. ' ... ~, ...~. '- ....... - - - .. ' " ... ' ',. .,.....'. ~ ..-., _......,.... v' -" .... '-'. 

publicly held· cOlllp&1'ly •.. "~LBSI u .... -the-;- ftlP:.l~~~. ,~~~~:,~~:~: :.~::::o:.·: :.2 
perform·~ the. reqU1red~ ,;pe~.tlOri;' _lut~iWDCe." a~d, .c~~~~.~~~o~~'.':':~~::'::"~ 
work • .uof DeC~~1.·198i.~'tber~~~_~e 4~, • .pl~,.e._of .. ,~~ .~:_: .. ':,:: 
aoal1able.: ~o.:tBSI; .. ~~h_ of, ""wbODa: ch&rit~": t.BSI·~ on a~~t~"~a~~::~)C :''';_'~:.:' 

W' _" _.: _ _ ~ , __ n'., ,' ..... __ ..... .,...;D_' "',,.... ........... .",-" .. , .... -~,...... ........ .~'.-..,.. - --. "'" -.-"~ 

'buts for work actually perfor.d. 
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INTERIM OPINION 

I. SUMMARY 

Rates for •• wer service are lncrea.ed by $354,500 ,of 
which $65,200 1s subject to refutld. The rate for unrestricted' 
realdent!al servlce 1. lncre ... d from- $9'.25- to S10 .. 39 per dwelling 
unit and for re.tricted relldential •• rvlce from·$S.Ol to $9.00 

per dwelilng unit.. The percentage dlfferential in thes. rates 
established in ~1or decisions 11 retained·. 

The portion of the reveDUe increa.e .ub-ject to- po •• ible 
refund repre •• ~t. the effects of The Econo.1e Recovery Tax Act. 
It is to be collected .ubject to refund· pend1ns a deteralnation 
of the aanDer. 1£ any •. i~ which revisions to the aurch.ar,~ _tbod . 
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of f1nancfng certain of Laguna RillaS;anitatton;-- I:oc,. 'a? (UiSI) .. 
• 'u" s ,_,... •• ," ••• ) ,.)'"l~. "' ,.1 ",' ""., ........ -.. .,..~ _".., -. - .. "'I.,J."" 

facilities or elimination of the surcharge a:l"together-cOuld~ ""-'-- -,,~-

redue~£::us.t r.: reve~nUe=-TeqUiiement:~\.ti(l) ye:t:~re:t~~!n ~Th~Ecoiiom~d::;:-:,':=~: 
Recovery Tax Act c~11ance aa .s:t&~l:1,s~_d:. )-y\ ~hl. :d~~i.«l~ ~;:::' ::: 

•••• ..., .... ,...... ... -.& ,; A"'~\~ ',''-''''')1'0< "'_-"',-, "',-'II~-•. ...-, .. _.-:.. 
Bec&u'a,e:o~ -th&t~ --;;en<ri~ ',~,etermlnat l-on'~-thia"" ,vtl-l- 'be~ an-"lntu'f:m.'.'"- -~ 

.. ~ :,. < ~ .~ ... =~:~.::.::. -:. :: .. <~~ ~. ~'''''_: ,:, ~ . '-::.~~ ~ ~ ~:;.;:: ";'0 ... • .. -:; :"'''''':; -=!)~=o ~~.:Jo ~:: dec'lsion.'· . , ',' ~".~"""-' ,.. ...... , . .>, ..... _ ......... . 
....... ...,J_..;~ ... ,. ,It .. _ ;.J"""".J"""~"""''''_ 

A return on COllltOtl equ!t,._of .. .J..4..-j..s.~,..vh1c:h-eqUate.L.to __ 
a 12.02%: rate of returtl on rate baae, 1. authorized. Although 
no allowance for~oper'.:t:1on'&:l_ attt':[Uon 'val<: :foUnd· 'neeei .... ry for 
1984, there is expoaure:t~~~ub~.:t&y,~t:1:~f!-na;ic.i~{re=t~.1t.1on 

_..." "', .,.... , '..... 1':, '- ., • .... .. ....... - • 

in late 1984 because -:C;f~·d.bt~· rol1ov~1:':~-:·Aft:.~.c!Y.1ee-::.:le:tter filing 
responsive to.th1 •. -.:it~i!~"Q,,1i~,?authori·~ea;~~:·:,~ ': '>~. ::~ 

. .. . . ,'. _ • r' .' ... .. ~ . ,..... _. ... .... , • ~ .. , • _+ .. _ 
The reqUe I-t-, :t'O:- :b.&ve~ '1:ntere:lt.-: iuc-luCSed :!n= :tbe Effluent 

.' ," ... -.. -..,-. '";" .. 4"," #I,., ..... ,I". _ .. ...,J'IIIo "'" .. , '.' ,~4\".'" ~ ... ~ ~_"'I"·"".·:'" 

DiaI>Qlal COlt Adju.tmetit- "accOUnt- i.'- -detUeC!:- &t-th±I::::t:11ae-; . 
... -- _.. _..... • • ..,,1 _ ,,~. ~ ....... -"'''-' ....... 
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'\ ... _... .., f"""' . '0' • " ... , '.. _. "-, - .......... ' •• ,~ ••• ......, ..... ...... :.J..... ,.:: ,.:..~~o 'S:::~ ;.';l:\ 
.~j :':,.:--~,-•• '> .i·'II;'"' Drl'RODtcrION __ ._w -. 

:''':':':';",.. :.- ~;:-. _~.: ': '~' .. :~"'':' :~,~ ... ~ .. :~ ::~:;:'J:'''-~'':': '~~:':':'.:: r;;;:./~:~~~~ :-:.:: ~:~?.: ~ ... ';,- ... ~:...:, ..... ~ 
Laguna Rill. Sanitation, Inc: ... (LBSI).~ •• eka .11thorlty .. ~to-.. ,.-

.:. :., •• _, " .... , - .... ' 'n ~ •• ~. ~ vi' ..... .... •• ,,: .~. ,," 'WO"o"oA' .. ..... ..... " -.t. V ~ .. ~ '.!I _, "... ''',J (.... ~. _ .... .... ...... J._" .. 

l~rea.e its raees for .e~er: .• ervice,., _The.rate '< inc:1:eue. propos.d __ . 
" ......... ", ,_:_,..,~ w""' ... ;,.,.:.-..,_ ....... ~ ........ ~- ,~-'" ~~.). _ ... _ .... i l .• _._--.' ........ , ..... --.I .-~- - ... '. 

by LBSI are in steps dellgued to-.lncre&.e~&nnu.l.~.veuue .... fOT .. te.t_·-
• ·-r .. : .~ "- .... ~., -~.: .. :. .~, '-'.'-"~<' __ ' .. , ... ~'" _'" .". .... 1 _ _ , ••. , .... ,....,J.~~_ ... ,~ .. j - ••• ~ .......... ..,J ...... --... - ••• ~-

year 1982 .by $713,600, 0%: .. 26-.41 •. ov:er the.,~evenue •. _pro<lW:td .'by., __ ~. " 
... ,,':'."'_ _-:- _. :.'::'" .. ~ ~ ',. ,": _. _ .... " ._ _ #".' . • ..... '_ ..... , .. J., .... >-... ./ ... _ ....... ... ~ __ M ... ..... ~-,. ~._.,._ .. ' • ..:.. .. ' 

rates in effect at January 1, 1982Lfor .. te.t-.ye,ar<.198.3:.~by", .. ..., ,. ..... ___ 
, I"" _. ~ ~ _ ,. ';~"'. ., _ ........ ' • ..., -"' ..... • 1 "'n' ~ __ .. .... .,,1 1/ \~ • ...,. _ ,.J - .... - -.., 

$261, 7~~. en: 7 .• ~t,. av:er .TeVe'ftUea .f~om .. rate8 . ..,pro,po.~~ f~~.982; 
.. ... PO,....... . -,.,~. _ _ . '" • ,,' HUt... • _ _ _ 'I' ..... r~" - •• _ ... .,~ - • ..,-J 

and f~:·te.s.e.~.~r. ~~~ b~ ~~:?,~~;~O,.;~~ .}~~;.~;~~;:~~:v'~;~~~~cf~~~.~: '.::, .•.. 
rates proposedf.or ... 19.83 .•. ,.:..~ -~.~-- ."'";:".~ '._., ,"'~ .. ~.:~ ~.)~::"':<>:-.':2 ... "0--... .. . " _ ....... ... _ .• _ ~_. _ ~.... ... .. _. _, ~ ...... ..... (" ..... ...;... . ....... , .... ~ ~ ... to." -:-, - "l. ""' ...... 

. .LUSI. ,proy1du ~ ... wer .... er,.r.ic~ ... tO: ,"c~rt~~n :-:p.~;t)."~ll~ :4?~ ~ :::.::;: ':~: :., 
Laguna R111'.~ 'n, "l'';P;, -:and. Ki;'"i;n:. ~vi~·j.~::in .outh:Orange. ~CO\mt.Y-."-' -~-;: 

• • ••• _ ,.' .. '4' .~ •• _ 0" ,,~.,_ "" .. ' ... ' .......... r •• _ ..... ",' ~ ~~ .... ~ -.' ........ - ~ .. _, .. , ... , "".""'-' 

It maintains & network of .JDOr.e tban .100 mlles. of ,.eoUeetio11l1.:ln s. .... --
and tr&n .. 1a.1~u &lld··1:~··iille,.: :ae~ng ·~.Pp~o~bat~1y.:24;OOO,~,:,::·~: ~.~~ 

• .: .... _ •• n ... """; .:. : ." ••• """,'f' •. ~ ....... : ..... , .... -'._''- _" ........... ,_ •• -'........ .. ........ -.. ......... ·"""".::1."_'" 00<'.,._ ...... __ .... . 

• erv1ce connection'-•.. Ita .Ie"er .. yatelll·,c:onnec.t.,_to.~&n. oce&rl.,..-:' -,~ ....... ' 
outfall .~:l~li~~.~'~ :." .~ .~~~. ~~.,~~< ~~,. : .. ,-~ ~.:.~~': .~~~.~ ~-' ~:,~::;~,~~"~~~~:.~;: :~~~~~ ~ 

As of December 31, 1981 lJ1S.I ' .•. ne.t-l1t111t.y .. plant .. ,: ...... -.... : ... .... ":'" ..... :..-..:..:::.> :.,:..;.:. ;~ .. 1~~' ... ::, .. , .... , ... _.~ ... , ... _ •• "' .. '''''''' ... - -.------ .. , ... ,'~- '-,.~ •• 

$-13,624,.830. and' its contr 1but 10ns. in. ,aid; o£ ·conatruet1on .'Were 
• ~"'.~ ..... : .' - ,,';~ • :.~ ............. .- .... ~' .. A .... _ ....... ...I .... ... ,_ ..... _. ~ .......... ,~,- __ ..... "'" 

$-10,858;,068,,_ CT .. 8<rt of ne,t.- ut.l1,1~y_ .. pl.nt.. ~.,.xh1., .ie.an ex:tr&-" .. -e,~ •... : .. .. 
< _'. ~ .,' .. r-'~ ., __ ' •. _ ........ '" ... ' ... ~ .... _ ... "" _'_ "", ... , ." .. w· ~ ... ,.-- •• ~ .• ' ....... "'---"-~ - ,.,- .... .... 

OTd1n.a.ry. rela1:,io'Mhlp-.... It1'~h:e.:~ •• ~1::t .. ~f.~.d.~e.lo,!~r~ •. ~:~Dg: . .:;~::< ~.":-.: 
required;'&s' ·& .. ·c:01ld1t1on, of ..... n.ice, .to:,col1tr.lbute In-tr&c:.t \ '::~::. '; c'~ 
f.~1l1t1.' .net', to.,P&y conne~t'1~n~c~ge~-~ "(ciA-!~)~ .tc> il~c~;.; . > .. ':': :. ~ 

.. ...... ._... ~ .... ...... ,:. ~ , ~ ....... ..,l'" • •• ...... ,'~ _. • '" ... - ..... ., • • - .. 

b&ekbone. plant •. , _ '. _. :... . ... ',. . ,'. " ':. ~. ~j-::' " ':'">:.. ' .. ,"' «. , ... :..... • ... .: .. " '" ,-: ... _4 .... 'oo:' MI ... ..... , ._ .... ~ _ .... ':... .. .-. ............... _ .... _~+ -;'::/':':':~ ./·:>,r~ .~~f ... ~ 

.. , .. , LBS.I and. Laguna.> Hill .... Water .. COIllp~' ... (IllW!=:) ~!-z ,~~JJ.,. .:' ';~: ~. ~ 
owned .ub'ic1lC1e.~'0(.~a)l1il-'~ Utiiit1:~Y~, (I.BDC).~.,<,: .. : :.::,-::<' 
publicly ~1d cOa.p&ny ~ .... tiIs£ ~ ••• ·~·t~~l~~~." .~~t.BWC~-,t·o.·.,.~.'- _ '. .. ,.,~. ~:::. 

• _... • __ ...... ,'.\ •. /, .... ,. • ..... ....:. __ '-,.' ...... ~..,. _ ........ " .... ,._ ,_ ••••• c"4' ... _ .... ~ ... __ .... ""_ .. __ "". 

perform· the> required. oper&t10n,_.lDtenance,_ .~~. ~~M~.~~ ... ~op.~ , .. : ~:'::..: :::':" 
work. Aa . of' DeCftber~ 1, -19S1.~ ·tbar.~ _~e 48::. e1lplo,.e._of .. LBWC.~ -~'~" 

." ,.', -'l~.' .~".. ., '. ~ •• __ ••• ' , .• ,' ' ... "'~'T " • ~ '"' P" _. _'-' ... __ i _ ___ .,..,.1' ~,- .. ~~,,, 

aY&11ab1. to- LBSI, each of wboa:..cbarle.·I.BSI·.ol1a.~t,t.e c&rd ... ~ .. \ .... :::-;;;,:,~ .. :. 
~T:"! <v ..... w"'. " .... ;.:., ... \._~,::_ ..... ' .:... .. ,..- ...... ___ "., ".' ,,_,,'''''. _'< ..... _-_- .... \p--..... - .... ',).-II....,I~ 

bull for work actually perfor.d. 
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An informal public meeting"hald during the evening on " · .. ..,_ ............ _'_"""'fI ......... '..... • ... _ _ 
May 21, 1982 in Laguna Rill. preceded the hear1~ on this utter. 

• .. ~ .- _. '..,.. ..... , .". _ ~ '<, .. _ " .... "" , .... ." • .,..., . ~ - '. V" .. _ .. "",,"',," _ 

The:·Taeeting~"Ya8 .poiisored~·by WI .nd';·t!ie-Co1iim!s8!on-'atj!f. to . 
j - ...' .. ,~.- •. _- ·'.w_,~., .• ', ...... "..."''iI~ ..... w.,.;... ..... - •• .... p"' .... ,", .... "~,, ~.-',..." _~ .. _ ' 

prev1d.:.n 1n£cn:mai:.ett1ng"ln which "eu~tOmer8 .-c:ouId~·.ipie.8 :~:~ :"~'.:, 
- ,A" "'.1', .. ,_ ... _ .. _. __ :., ,.,.r ......... ~_,..,_, •. ..., ... ~ :-.·.~.-,....,'.~"'h~~'J :.'~"~#!~.~: :":~;:: .~')_;.! _".~ . .':~ ..... 

their-views' &nd···.ppllc·ant·couId~ezpl.!n' {ta"'userted need' for -
~ ,T .. , • '"'\., .... ,..... • ," "'- __ ,~ -,f ~, ... -, .... ,. , .... ,'.. • ... /~~:, \: ....... ~ ..•• ': .. ~\ ',:: \ ~~ 'Iof~~ .::, ::-2 ... : • __ , ... ...- .. 

a general "rate -increase' and "respond to, quest'!ons or ~camp.ta1nts • 
........ . , - ,~ ... ,' ...... " .... , ...... ~ ... ,.",.- ~.. --,,...,,, .. , ." ............. ',.- ".-

Only 10 cu.t·omer. ·.t'te'iided::the'=mee;'ttig •. ; ", ~~'- ""'," -,.'~." - ~ .. -- '.~.: _~: :.: . 
• "._, -•••• -"""~ ." • ..,1 .... M.-., ...... .' ~,.,' ..... -.:,' .... '1'-....... _,~ .• ~;._, ,", ",,:,._,",: ' .... '-...,\ .. _;:',:..,\.:, 

, ", 'After due'not1ce;~pubt1:c'-he'ar:tng'on -tli!, ·'.p-p.11cat:[on ... " 
...... , .... ,,. .... ... ... "",~"" -"-f'. II • ..,.,." ',,:~~::- ... _"" _'"_ ~'''',~._ ~: ... _I' _~','" was helcFbefore·"~Adm1:u':t.trative ::t&w"'Judge -Hai.-n' in "Lo8'~A1'1g."le-a· 00'-' ~.,,,' 

- -:::::'::-". __ ~ "::-. " ..... ,,~,,~, - ~ ~ ~ .... ,"". ,"", J~" _ 

September 20, 21, 22, and,23, 1982. LBSI pre·s·en.~·ed··t·e8~~~ny- '.~--'-
"', L _ •• ~ '* ..... _., -"'_Jo.;" ............ ~ ..... _",' ... ,.,,~ .. ' ...•. ," ," ~ .... -..--i... ;..J_ 

and exh1b!-e. thraugh'·'it. vtce:~pre'.!dent-·,e'Qera;t'-uti&g .. r·~.~d~. _. .. 
through' ::a =%ate··o£'-Teturri ;peC:iat!~f::' :'The~ I~£aff ',~,t~d'i~'~ 'Veri"'~' ,8. .:-:~.;~ 
presented ·by:a·.:pr:oJ.~t manage;,: -~~f't~DCi&l :~n.i.t:is·t";~:';'.n~ :t;;d:··:7~: ~·:'::o :::: 
uti1i.ti~8 ~~g11le'er.::::::Profe;8.(0t1ar:C~1t'Y:~in.ig~m;rit':~~ci'·:;-:'··::~ x:~ 

.. +. ....... -..... .. ....... ~ .... ,.. ... ' ••• ~ .~"' ...... ~ ... "'''.,,.,.''' ' .... ":""..... -, ..... ·l'.\'''~,,l:o''; .... ·I,.,,,-: ." :'_~~(~~' .. ~~~". 
Mutual Housing Corporations' '"Int·1d'e·tetltire World:; "prot~ •• ~t&~ts .~ ~. ' 
cOllectivel~ r.~.f~~~~~tc) _". __ ~',:.~I,po~-:o:red.~ ~~~~~~.~j~;e~g!'heer~ ::::.:: e 
who testified °ou coat ·.11oe·.tion·and"r.te~ "a:trueture~.'" -'"" ~ .. 

. ,---. _ .. ' .......... _,-. ~"..- . "". ".'" .-' ,--- " . .., .. , ... ' .... ;II-'-,..~ >-.~"'" :~,...,::~ .'" ":"": .. ~."~:. ::.;~; 

. 'At the 'co'OCluaton" of'''t?e' .v:t~ .. nt'!ary· .nea!~t.ng.~ ~~ ... -:: _ ... __ 
. ., ....... "'W. '- ",...-......... " -, .... ~ .~,.,.., ......... """'"J "': 't, ...; ~ 

requeltecf "tnat, '"in add'tilon °to,:'c'onc:urreut¥ br'!efs pre",cr'1beCf uu~er( -
, ,'~"""', u, " ~'.,. .. ". .....- ..... 'r "~"I\ ~" ... , "..,. , ..... ,,""''' ,.,.--c...,..;.. ::,~.""'\ 

the ReSULt:toryIAg, :'C'n'O\f'';Rate :Cci"se,':7proc:es's'ing' PIa'nr,:"p~rov':rs~lon~ "be: "rnacfe 
• ~ ..... , ... , ... ,..", , ' •. _ ............... -' ;r,,,.., .. '., ...... ,.~ ... ,:". ,..A,,'-,_'\t ... -:-<""-, ..... ~. ~ .... z ....... ::::-..:."'.M~~J~ 

for reply ·tirl.e£s;.~' 'l'he~ "reqlJ'est'"was"g-raht'.ed- and""th"fs' mat'ter was sub:" 
• '." ;-"~ .. '-~.' ... ' "'.I'~:. ,. ...... '" .. ,~, .. ~ ................. ~',. ' ...... ..-. '~"..,.,., ... :.".", ..• "'-"' .. ' '''',,_+, •. -:-~ :Tti tted uj?On::~he-- OCtob-e-r-:29~,.' 19:5'2:-ma'il"fng'" 'o'r"reply"''br'ie:s";'" . _,.i_w --.~ _.~-, 

On. November 22, 1982 LBSI filed it. petit10n·t'o7"a-;t~~'::':"'-~:'\C 
48ide ",ubialsa1cm ~'-~receive:lat":'f!l.d-Exh1b{t:' i~9'" .~'t'~1ng~"'fcn:.th . 

.. .. , .... " _..... ... "..~" ...... -

operat 1ng' rei;lta~ r""1ietf to: ,.bow-· .dd1:tio~i:·b.p.-ct.~·of;:"t~ ;~~,~:,q.~ .::' ~~~:; 
,..., "'.", ... .'.... , ........ r ..... -... ~.. ....,~.- ,,," ... ~~. _ .. , .~'\,- "",. #,.. ,."'''''' 

Economic RecOvery-To ACi:of~ 1981"' "(ERU) .. ,··~·!ltTA" e'onat:ra1ns·'a ~ .... -:.~ ~- . 
.. ~ .,.... , .... "" -.'- .-- ". .. ... ", ..... -, ..... ', ..--" "''''-.. -.~. ':", ... , ...... · .. : ... :l--'l.f- ",,:,-~. ~-'::I:':'":'::\~ utility "I' 'ability to pass 0'0. to the ·r.t·.p",,.r·s~· tn." tu 'be:nef1t• . . 

which .cerue"·· frOm" P08t -1980 plant'~ addlt toria~; ~ lu::Uisi ~.: Cue ~"'-'. ~~' ":7';':" 
...... ,. .. " .,. ..... ',H-¥, " .... _.~ __ ........ " ... ~ .... • '4*0,.",.~ -?':"- !~ ••• , ..... ,..~~-;., ~Z7:. 

thole bena(1taaCerue ·pr1U.r11y-'frOlD~ tbe··11Iprovement·· Pr~j.ct"'- "'- -: .-
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. f1Da'DCad· .tbroulbbond ... : :1 ... d::,by:; tlIa·:. ca:t~oru±& ~1:1'Uttcm:'"Control 
'lnane;1tlg··Autbor:1ty~'~(CPCFA.)~"'- .. ~~:.' ':2:::' .. : • :J::':::;,'::z :-,:~ ~,;;.~::;::',-= =-=:::.~\-= :':c 

: :~ •. '7·.:Tbe: enacCDet'lt,·of;,!l'tTA:·"u:;·.un:for •• een; ae:.:the t1JIII~;ye j~.:::~:'-:: 
i.sued Deci.ion CD.) 91339' dated February 13. 1980 in Appl'ica~lon .~,:::. 

(A..) S9033·. By]). 9~~9:~LBSI.,.va.:,r..qu:S:r_~· t~o~:':P~~~'~o.~,::~ll the tax 
be~e.f.1t,.~.~f __ t.he_.~P:C.l:A:.f_inanl:.e.d_p.~~J.e~_t_t_~.t.1;e_~~!~,-.r . and· wa. __ 
author~i~~d~·tO: .. ~ievi-.·-surcb&rge, .on it. "X:ai:ei::tc(iervte:e th.~ .bol1d~ ,", : 
it'ldebted:n~·.i::-··On:NOve.r-12~~':19·a2-i:RSt&i"'O flfea-A. 82-~ rr-io' -,-- . 

",'. ~ H .... -. ... .. .,.'", "', ~ ....... " '.'. """ • • ,." ..... 

for 1DOd'1fic:&tion~,'ot- D. 91339- <·t(,~ have it conformf'to ERTi:r.qti1rementr. 
:~/ ,:~ :~: ~" -:,,:-.,~.~ ",~,~ .",: ::.\~...: :: .. ~~. ':~:''::.:..r'')Z .'";c:'::~:·::. 
_. __ .. - .:----:: III. RATE OF RETURN ..... -::--;:-: '-.' -A,-

.... _""" .......... \, ...... ·r •• :... _~~~"'_,.. 
"""'''''-'' ... "..... .- ...... ~-~ _ ,. 11M __ 

CcnIp1ete. rate of· re,turn :.Ihoviugl.were: .. de by LBSI and 
the staff. POi. :d:td: ·~~t~ p~t ~n '.~ d:~;e~t ~e~.e~:~~: thil i.aue~ but 
partie'ip&ted, .. in. the ,cros.-oaiDat.ioD.. of...:LHSI.' a .. vitn.a ..... : 

..... . - ., ~..... - - - '-.,. ,.' - .. ..,,' ~ ,~.... ," - ., , ... ' ~. ,'.' ..... , - ...,. .,. . 
During thehearl.ns.., .LBSI, and· .tb.,ltaff,.asr •• c!,upon, "_.' _ 

.... -- ...... ,,- ... ~. ,,,-_,,_'_'_"""~"' __ "'''''-''w 1 .... .,. ...... :_-'. " e·, c:ap-ital1z&t1on. ratio. and·, co.t of long-tara debt.:,~,,,~~>:~ &lJ~o;., :.:.'- ~;" 
. agreed upon.. an ,advice .. letter .proee,dure, ,prOPOI ec!. by- LBs'.I..-:to- '-'---

.• ~ '" ... - -' .. ' " " .... , <~, ,'.. ~.....-. ~ __ ... , ...... ' I: ~....., .... ' .• 'W'h ...... ' ,.,.", - ..... ' "-

recognize- the ac:tual, ,COlt. of. It. r.f1nauc1'01.. .. in. 1,9~ ... , ... LBSI.'.' ._ .. _ -. ... ' .. - '-' .~... ~.", .. ,.- ...... .... ....... _.~ ,_ ', .. ~ .. ' . «.. . .......... ~" ,. -/"" ""..... _, __ ' .... ·~4_ ~ ___ .,_ .. _ ....... .." ..... ' 
fir.t.lIOrtgage··boucSa. S.r·1e."A. •.. 61.".aount,iD" .. to· $.1 . .,2,26:.50.0._&1 ~ ," ., . 

,- . ---, ....... '~. '" ... ~ ......... _ ....... '- ... '~" .... -,~'-- ......... '_ ... _,., .............. ' ."" .-.,' 

of December,.3l. 1982., are due Oc.tobe~. 1 .... ,1984 .... ~ ,.'~ ",.',,., __ '_"'_'_~' 
. . ·T~ .. ,.~e . a. 'fair ~~.~lt' ~o: 'both- .the ~~tep&ier~ ',a~~~the' .~.' .. ~.:, 

• '"'' , j. I' .. "",~ ..... 0 ~ ..... ~, ... , ••. ,. ,.01_ "'-'_ .......... ,A~."_·,..;.,, ... 'WI' 

utility 1n..lisht of· the .i1Dprobab11ity..,of.,accur.ately.. ,e.t1lDat1ng..., ",'" - .• ' ,... • . ..' ,. ~.... ... ,... .• '- M... . ..... ,. 'II. * - - - - -..... ... .... ' -. "';" 

the applieable .!Dtera.t rate.LHSI_aeeu .&utborit7~ to'1ile,t-,at . ,~ .. 
. ., -. .... ~ d~.. ..' .... ' _.~. _.'" " _ ........ ~ ., ,~_., .. ' ........ , ..... _' ............. , ..... 

the time. of. ref.U3&DCiDg. anadv.ice. .letttt .refl.ctiD&. tbe. ,1t'lC1:eaae ~.,. 
,- " ., .J, ..... " ,.... ' ....... _ ,~ ~f • ~,. • • ,,' ..... , .. .'.' _ ' .... _ ",.'... .,"~.. • _ ........... 

itl LBSI r •. embedded'coat of,loag.-tera debt,. that· .wj.l~,then ftoceur • .", '. 
Iu the· .bMDC~·~ of r&t~·~~li.i r~fie~tbi.:tb.at ~i~~;~.,;iisi,,~~': ... _:,~, 

••• -' • .."....... '. .- ...... , ..... ~ ...... - ... -~, .' __ "_ HI' ............... \~ ..... <"'Io._ .... __ ••• '" ...... .. 

would nffer aub.tantla1 fin&aelal attrit.;~~ :~f:..~c~~~; :~~~:, x:' .. . 
quarter of 1984. 
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· · · · 

"~:":::':,:: 1.'be~ .return .o~-:eqcdty: ~'c~.queutl~:the !~er.l:1 rat .. ;;..::~:;­
of return re1l&in in diapute. LBSI'. r.v.1ae'd>r.:qu~.,t~:~&te.;.of:;,~:;.~.;,::,::,: 

return . and-:'.the 'ataff~ 8':' 'reeomaaended:.rate:::o~I%'e:turtt' :ue:. 8ummar ized 

,~.::,,~.~\::'l I' " 
_ '_'_"" ..... _ "'\,. __ • .. ~r 

... ' ..... ).,.·i;~~,-.. ",~. _':'.' .. ',¥, -''' -. "'-, .~\ '> . .,.. ...... , ... , '~ .... "-,,.. _~, ...... 't' :,,_ :. ~~~ 04.--, ,,;"- ':""r, -, ........ -::-. .,. ~hr:: 

, ••• ' "ft' v. ,,:C&pltal.1z~t,1~u:··~. _.'. '. _ ~ _ .. :~ ... ' ... _: '. W~lghtea Coat' ; .. 
Component·:···· '1tat·!:o.'· __ ··': '''~- 'co.t~\·~'··--: LHSI" .:- Stiff" - '!'"" 

~~. ':.ot -" .. '" ... ' .... - ."- . 

At the'· :hearing;::-P6t sUl;p'orted':tlie" 'rta~f~T-eeOl.Detid'at-{"on:.:··-.; 
~ '. c t .... ~. "': ·"r"" \ '" ,,".,, ....... ', "."":" .... :"_ . ., ..... "' ........ ,.,; ... '1<' ,'IWo'.." ""'-'~'_."",~ 

It now feels 'th&t'rec:oaaendatio1l may Lbe: ·.toohfgh~·'" '.;'-'- _o..J ... 

_.".1" -l' ......... ... .. ,..' ..... ,~, .. ~""' ... ,_ ...... :,~ ..... ,.,,....,~, -..._.' .... '_\"' .......... ' .......... , ... *,," .. Applic:at'ft'· .. s'WitM8S· .... ··-'~ <"-'- .,'.' ~ ~-' .• ,.,,,_.'.-..1 __ ':' •• : .• 'O __ r ... ::~ •• :.:._.:.::;..:. ,., 

1""'''' ... ' tI""~ -....... ' ,-r' .... ~ .... '"" ,'. ,." .... ,.".,, __ .... ,"'''' ..... ,./,,;, 1" #",._~ •. ~",." /"'WI" _ .... ,..,.\ '"'' , .. _" .• " 

'Dennis" E·; Pese·&'\t,·.enior"vic'e pre's1:cl'ent- 'and, -•• uter- '" .: ..... "' 
ecocOldat: :~f', Z:[tid~'r: cC;Usp-.n1: •• ~:. :Ine;~ i'·;;;a.<f prlne1patly:' t1{~: c&9!tal~~:~':" 
Asset 'PriC:fng' K~~i :<'cAPK):-~&1id<nt~~~unt.d·C •• h FtOW«DcF)6=&ppro&cb:::: 
to estimating the coat' ·oi·equ1tY--~~~£t:at~:~P.s.·mf1s.i..· ,.;'1=o;ecp:::: ::-,: 
these: 'techniques ~itt-'tIore 1:~tS~:rate;·eui~:~:·:; He ::£ .. ~:ce1:tail'l that 
the coat·:·of:-eqUity.- -1Ih1ch;'mOc!ern ·flnan~~!.l:··~Pr!De1ple:r~re&k: !titd·:::.· 
three 'eOlapO~~nta .wat-'be···1BUlcet-de~·m.!tie(r~ :Ttie: . three.: "colipOrient~"':: 
ue: 'ii.' -T-e~urn nece.-,Uy 'to'compenaate~'for~ g.fiera1:·;1Ufl.e:£OQ"::····::~ :~"~:: 
(a "rbk~freen :re~)',' ~a real: ritUrii···"for·pc"it:pOni-ug'~C1:i!T.nt; :.:~;"...:::-::~. 
cO~\1DIpt:ion'~ 'and" :'.·yetUrti· :. .... oe1 .. t~d' -Vith: "tlie :~mc' T!.~:O~·':::' :::: 

• .._ ••• ,,", :-. - ~... pI -.. •• __ ..... '. ...... _ ". _.." .. ' ~ , ...... , ..... -. .... '. : ~ • ... .... ..,., ~ .. .• 

he t ,.. --~._. ~."",_.,._ ... " .... _~ 2"·.~ -_,,:.~_ •. _ ...... ~~_. '"":J_:..·,'-"f~\,' t ccap:any a ·eo.ou'~.toc ... -·" _ ... _ ... -, .. _. ~ .. ~.- ..... c _. - - - ...... ....... 
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_,"" ••• au -.tr ••••• ~ that th." eo.al •• ion .h& .. ;.r iDd,leat.d· - ,'..... . -- ", .' -. "........ ...... ... ~, .' .. 

conCU'U ·over::tbe.adequacy-:.of rate~of,:!return·.~d.ter1l1D&tlOD':"de~.::,:): 
under rapldl,.~.ch&agln~ .conOllie.::and· lnt.re.t:;,rate;:cODd·1tl~~ ::~::"::"C 

In that regard, .-he .. referred~:frequently·to tbe:March.~1·982"::.tudy "::: .. 7:: 
, . 

_d. for . the eo..1a.lon; by: Charl •• -ttl.er Aa.oe1&te''':J.ntltled·,.:..;-:. :: 
"Method. Uaed .. to.E.tb&te:~.tba Co.t:of.::lquitY,:"Capital~in,:,:Pu.bl.1e; ":.~:::' 

" . 
Utility It&te Cue.:' A Guid. To Th.ory and Practice" (CJtA...:.:::'~::.:.::: 

lteport) .1/ B. al.o::referred"to C~l •• ioner::I-g:.on~ •. :concurr.nce 
appended toD .~388:7 ,-dated. Decaber :; 30, .. 198:l:.·.:in~~",6~lS3.:-.t::.&1.·.: -:.': :::: :. . ~ 

In P •• eau' •. yUv. :u.r1c:et .. _tbod. ·:'·for :deteralnlU&::'return~'.~ . . ~~. . 

on .quity--:.y1eld. far .... .or. ace~at •. ,.an.wr.::th&nc-tracfit,~on&l;: ;:.~:~:: .-, c 
comparable . earning •.. t.at ... : ··tho •• ·:t.at •. -·ln~.thelr,,:~t.rad'lt.ioD&l:·:: :" ~~." .• :: . ~ .,~ 

form· cannot :·re.poDd·::to~chanl.' :In ~'lnancial·.:aar1c:.t •• I lntere.t 
rat •••• coDOll1c~:,,:coDdltl~ ... ,,_d:·IDfl:.tlon':aDd'~:"D.t&r1.::polic:y.~: '2:,: 

w~ ..... 

.... -.-~ 'ft-... ,_".~_ ........... ' ...... .;..' •• -.,. .... ..,~,,~ .. .,j ... i/lIIf, ... ~c- ~?= .. - ......... """",,":.. :;,:".'~" /""..~o:,..-':,..~~"' .. , .' __ .... J_ ..... ~.l ... ~..J!l.~ ,_---..... J.-~:.,--.O ...... ..,.J" .. ~ ... ,-;:_""' ....... v ... ·_ .. -.# ... ' .... _.4 _~ .... _wl_ .. _ .... 

" .... _" .. _ , __ -=-, &" ~'f_ 

',<II ~. , •• ",. ...... " .",' .. '.J _.' __ 

~ .. -... ~,. _._,,.... ... ::-':'.:::-- .~.--." .::: ' .... ~ ':,' - -- '.- ....... ~ ..... 

.. -.. ,~ .'~' ._._'.W >~.-_ ~ ~ ...... _._ .... _.~~ ....... -. ~r'_'.' "". ~ ' ...... _ ........ ~ -1"', ... :. '~'r.- ~ .. "",- '"foI\~'" "'-:r - ... ·,r...,.c-,-.. • ....,~ee ~"~- --...- - "- ~ ~ ~ _ ...... ~ ~---G-.Joo,..,.,.·...". _, __ - _.-". ____ '-'~_~ ' ... __ ~..; ..... : _ ..... _J _ _ _ ..... 

'-, .. ~..- .' .,._ .... ~Ir ... _I _ ,. ........ -..-·N _ ...... , ..... c;~_ .. -:~~_,.~:-_{ ... :-: .• ~,. .......... _.' .... -_ ....... =""..~~ ..... ~~ •• '-: ..... l~::"" .. w'- .. ,._","- .. ,':~' •• _~: .. ".;._.= ~),::. _"l".~ . ..; ..... _'--..... < .• ~. _ _~ _ ... _ _ _ _ _~ __ .. ~ ~ __ 
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: ·;'lu: 'ha~ vi~v •. :: 1..t."::i8-:;;'unaound to:::eone lude:: th&t~ ... tH' 
comp.au1.e.~or':':ae"er~comP.n·tea~;':are:lcv.r r1ak.=cOmpan1 •• :tbA-ri'c :;'":~' .. :::;':':' 
other t~s:of·"':·util1t·1e.··ou;:the baaia':': of~ot1e or'::tVo-":of'tt1ie~":":: -=~;:'.; ."'= .. ~ 
many 'faetor'·Which-:a£fect risk: :~''rhrough~t1ie;~land::DCF-:':: : ::.1'1: ,::: 

methods'~ be:: contends ,he)b.a& de.onstrat'ed:that::,;,ater;.7and .ever·":':: :~'':.:';:: 
compan·ie$:~·are"': only~ sllghtl,.:>cU.fferent ttian':'t'be:::l)roact=~8'f:c .:' :::.,):: ::;/.,:" 
utilit1es.~-:; ~ ':-6:';::_'_":~',':" .~" .... :::,:. ... ,~:~,~ :;:: . .;.' .. ':-::,~ ... ~~~ ~.~ :j~~·::;:::'~O ~:;;.\::: "'~~":::':::""; 

1 '''h '. .... 1..' - " . :. .. ' •• ~f 'b~' I, .- 1 ... _ .... ... ,... :' - "·:-:::::CotxVeraey;:'~· e;;.po.{nts:·out tWlot::·'tne ~ •• ze· ~;o t e -., - .'.-'. :....:. 
contributed: pOrt!on,;·()f':;LRSI .... :ut11ttY:'·P1:&nt0!a·~1rtual17¢& :~ .. : :-;.::. :,'::':~ 

uni:que:ch&r&cter1.tic~·affeet'l~':r:[.k:"'~'8ee·aUl~e::';.ueh::.n :rU£luence 
on risk ia'atyp-1eal=of,·other,c'ompan:[e8:i";he be'1'!eve-S~ £t:::varrant's"':'::' 
being given.~a. separate or~'lncrementaI:-t'ype eon.'1dei"·i:t:!oti. ~;~:'~:. -:::' :~:.::: 

~ LBSI' .effective."equ·1ty r"t1o: .. a.ft'e'r'::e~on"!derat!0ti::;:·:' ::.-:-:>:,'~: 

of contrlbut ioua :"i. ,:lel'a:than :;12~;' ~:th.reby::tticre·a:I,tng...:colll.DOn; ..:. :::~. H.: 

equity ruk to a level above the ri.k of typical ~Uities 
without increasing earnings potential. T~ compensate for this 
additional risk facing LBSI. Peleau originally had ~laced the 
cost of equity ca~1ta1 for LBSI at lealt one-half percent above 
the t0l> of the range of 18:. ttl to 19'.0-1 he found for the Standard 
& Poor's 22 utility companies. However, becauae of an outlook 
for more stable economic conditions .inee making hi •• tud,., he 
has tended to, back away from, thls upward: adju.tment to l'.S~. 
U1ttmAtely his polition was that his equity coat range for vater 
companies of 16.94-17.6'1 using the CAPM and· an 18:.2% coat uaing 
a ocr lIOdel properly accounted for changing eeonoale coad·ltlona 
and interest rates and, therefore, .hould· not be changed~ While 
no lODger urging 19.5%. he continuea to· believe acme inCTe1III!llt 
.hould be added to an,. point falling. within thia 16,.9t to lS.2~ .. 
range-to-refleet-t·he-&dditloD&l.-r1ak ~ •• d-b,.-tbe IDfttd1nately_ 
large .: i1:iare':' of :USI":sUt1i~t~~, i:&ne·.:f:1n.ncecr.":1)y·':'coottn;ut':[00.~:~': \;..~. 

1\ =~,-: .~~ : .. ~.:::=.:,~ ,.:.'.:::.: :::; ·.:;'~~O~= ":_":~~~::':!:,t:~.c 

-1-
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: ~ -Pe.~~u:t.st~la~.::t~t:~~~~,o~ ~he~re~1re.d~co.t· of . . . 

• qult1.~for.:JIO.t.:c01Rp~~es:;t~daYJ·~,lne1~d'1nI::.u~111t1e.,;1s'\~0ID1~ed: - . ~ 

by a f~~1.k:free~' cOllp~ne\\t .. : :Ril .• It,1aate~ o~ ~th1a::cOllp~t1ent~:for::: :::;.::: 
teat ye&rs 1982, 1983, and 1984 1s···~11.51 to. l:2.O% .. ,::.::·Thl.l'rat1le~:'):.:~:: 
1s baaed upon his :rev1ev':of2Augul-tlS.ptember 1982:1ong-term anc! 
1ntermecliate-tena -U.s.. Treaaury rat •• plus.:foreca~tl of such 
rates. andtbe then current. markat .. forecaltl-of,,,lhort-term· rate. 

... -',' '. . oJ , .. : "fI _ 

implied by T-]5;111 fut1.tte.,:.hown~· .. _:fo];1ow,--1'Q Exh1b1t:l0~:, ... , .. 

-9- .,.. M -"",--
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:::: "Pe.e.u,:,:'Ur1ved::,&t ther:CA'PH:equ1i:,~~oit~:'i8t'f:u.te- of 
16-.9t:t~~17~6X,for:t~ic'.1;~vat.r'-:coalP.nfe.:u"!ng~a:NtaCof';:'~~64:;:':;:'::':'<' 

,", ' ... ,~.. ~ • ~," +: ~ t ~ 

1D&rket:~r1.k:·pre.1~. rang:1ng:·frOlll::8~.4~;,-to·~a.;ft;'~.nd· the':r1ak';free::': 
rate. 'of··ll,:Sr:to"u.<r1 as foliav.·: .: :~-= :.c~, -~:::::;.: ",::2'2.: ::::::~.~.: ~;~~:: 

, . -:-:'" :, - '·,-BOttom·:. :~li:;S't,,:,~(~ 64':''';x-:::·8~:41,}~:.v'':I6,~91 ::o,~:::: ~:\::,.::::.:: 

-: ~~'. ': Top:::'~ :-~·:·12: O't +~(:'64 "x::~.:'8'-:n'~· .:::. i7::6~: -,~,;",~~ ~ :)';'~'~,::.:::~ 
.. ,': The:" issue ::of':greatest': coneeru::':rith ":r'e'gard':-:to,:::r£a1CZfree:- :2>;:: 

rate vas whether~·tbe r.nge':-ihoUld:·'be~"''baa.d'~ii;'·& rev!';; of ,::<~:-:,=:::...: 

long-term. 1ntermediate.-tera·; .and':·.hort';teri~t.reasUri-:::rates_.and' 
. . ... .. , _ ,-", , .. :" . ~ ,,:,. --:::,.:":"",. ::",.,,,, :: ........ ~ . .:.. ~'; ':" .. "',. ... --..: . .....,.....;' .~. :, .. ;: ...... ~ 

forecasts of .uch~rate'., • .-r.commende'd-'by-pe'.'e·au-;-cn:-made-.olely 
with reference"::to 90~d.,:{.bort-term)".tre.'s~ rate,. _ COn.ider .... 

"'_ro- '. ........... .. ....... _" "._-".'" :. ."_'.... _ • .,. ............ ,.,.· ... · ....... lIIo""'.". 
t ion of "'"the-·l:atterva.s~.ugge,.t.d 'by-.taff-w1"tne.. ~~-uurlii"';:":"-:':M' 

,~ .,-'" .... .. ""'" - _ ..... ,., ... ,""'1'"' ... . ,Mo •. 
e.tabli.hit2g,·tbe low range of hi. CAPK·"analy.i. and:-.uU4!'leed· 
'by counael'~fOr PCK. -;.:: ~~. :'~= .\':;;:"?'~2': 

... _ .. . ' , _. \ 1. ~ A" -

P •• eau .ubm1t ... tbat the rate~to-·be e-.loyed." _'the 
risk-free r.te for purpOlea of determining a retur,n oti1.qulty 
should have. fOur characterl.tic.: '\ . ,:\.s;~:~~: -::~ ::::;::':7;.,::.::, , ,. 

1. The rate .houlc!'~·''be'~-ra:;;''rk.t~d.teralned~::~2.''2,'': -=;.;....:;;:~:,~~~: 
rate ,..., A "~ '..:, ':" -:',:;:, ~. •• .. '... .; '~:-::'I::; _" ': .. : ::,' 'It ..... , -, ... I .... ~_.... ~: ::~::._~.,. 

~2. ,. The in.trumene -upon which_the '1:ate 1. "2.::~.:':: ":::.::~>~ 
- ., - , e&ned .• bou!d·'iio •• e •• -littl. rillt of 

'" :c:I.f~lt • .:.:::-:-,.~ ~,',~'_.::::,,- ~:" _".~ _ e' "-; •. :. - - :::'.:.:..~,,~~ 

.,~ -' ~The-'. '1uai"i-\Dlint ~·:-.hOUid~~h&v.e ::.~ ... tudty;::, 
.hort enough" to-: .ln1ll!ze ':the ' ri.k "':of _. 
price chauge. of c~1:1C .• rn..~o'::lDV •• ~t~ .... ' --4. The rate~.dopt.d ..• bOQld· be.coDC~Ptu.&l.11'·: 
conai ... tent,-wi-th·-a future per,1od; at,..I.a.t ~ 
.. long a. the period ODe ·~ld· expect 
DeW tariffs to- be in affect. 

-10-
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. \ ... ~ c· ~ ....... , - _\ ..,.. .... J ___ ~! '_ ,"~ ..... ~ •• 1., t 

,- '.. .,. ._- ,-- - y - ..... 

I .. " .... i'. ..;. -'> ".. "'1,,/ ~~ ": .. ~', ...... ~ 
. "Be, couteud. that the mtermediate rate .hould;';'~.-pl'O,.ed~ 

to dete~ini::th~ ":~t.i~he~·~i~i~·-"f~·:~a ~~~r·~f-:r'a.ci~;:~, 
which a;~': ;:~,~: _.' : : '~': . "':'::..: ',: ., :~:",:,,:. ~ ~.<:: :.:: ::~.:.: ;~..: .~ . ..::.: :;: ;;'~,:::~~:-.:: ::;;~~7.. ~,'.:"~:-: 'fw'~::: 

...... " ,".'. ,.--,--"._.- ...... ," .... "',.. •.. ,.' ""'- .. ~ .. ~ -:- •• : ................. ,.,.~" ... - ........ ~ ,.otw ...... ~ • .,.,.!!Io:1Iipj;. :"', .. P'o .. ,.,-~ ' ... -:1:. , .. "P'.mplo,.nt'ofh&".bort~term,-(~O~day) rate"' ~-- 'w' .. -."'_.'. 
:.-' 'i. lna'Ppropr{&te'~ '.l't'lce tho.ezrate. hav.·~:~.:~'::;:'::"::"'''':'::' ,:" 

2. 

3. 

. 'rr:, r:!! ·~h!:tiiet~·=~lr~;a1Ji~g~~:·, '.>:',:'::~:,-::<~ 
t.HSI tsuot' permitted,to·'apply;'for::'rate":~· ", . 
relief every 90 days.u.that.rate .. ' '. . '" 
changes. If" the Coaaission'employs 
the eunent ·90-day·r&t'e . for pur'Po.es~·· ~ ". _. 
of developing a'return on·.equity for .. ' 
LHSI and that rate fluctuatelupard: 
to:levels 1n exi.teoce a:very~:.hort ... '" . ,.- ..... 

. 
'" ':",.- " 

t1ae .ago. 'LBSI .vill. find it •• lf " .' .,,'~ " .. , _ ~ 
earning .' return on" equityalmo·.t on-' -,- .. ~ , 
• par v1th or po •• ibly:lower::th.:n"the·<~,'~". .:::~::;.:::.::::.::, 
ri.1t-fr.e_-rate..:,~: ,w:.) :,:,:"::,:,: :;":,,._:,,:,_,:.,.H 

Tbeoretleal"c"onaiste'Ccy:: dosand s":: that:. the 
risk-free rate -::emp.loyed.: for~:' te. to'years" ,:~ 
1983 and ,1984 be consi.tent with that; ., ~.~ 
rate earned, on .:··risk-free~ lnatr'UlMnt ," 
with a .. tarity appro:id .•• tlng .. that- .. ' :, 
time., wA· 90-day. rate, provide. OM with. .~, 
a ri.k-free-ratefor",90 day •• ' ·Bowever,. 
there ft'e eight nch 90-day,periods in ' 
tvot~.t:; ,ear •• , ~" '.~:,~ ~,~":.=.:: ',. ~":.: ;"::~:,,' ·t;" 
Empirical" t.sts·' .how· that' .hort~t.rm:: ,":' 

. rates, while ri.k-free, carry' ·a-· .. _ ... 
liqu:l:dlty' prem!,.: which: render. them~ . 
inappropriate for, aplo,..nt in· CAPK." 
This existence of a. liquid:lty pre.iWl~ 
rendera' them· iMppropriate: foro. cleter-~ . -, ' . 
ain1ng··,a·returll- ou equity" to,·.r .... iu 1n~ __ -'. .', 
effect fOr a tNabe-r 'of ,.ar.~. " . . ~ .. .. , -- .... ~'.' 

......... :... .~: .:. :'.,-"~ ::~~'.:<:' .. ~ .... :~~\ . ..,~,., .. ~~: (,2'·:,~-·~·.>,:., ~:~.::':':": .. Y:," '~ .. :: ::~,,:::r' 

- ';':,':-...... ,f"f": _,. ...... 
", ........ _'" .... ,.- ..... --''-' 

..... -.,n .... -
i;. ... - •• .1 •• '~ 

_ "'1_~ _ -,\ 
...... _ .. - ..... -
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Seaff .Witi1e .. s.1IIt.. ........... l-·~' ".~h"" .I".., ..... ~·" ... I ... T",_~".. ..... .- .. ·• ~.' ., ..... , --:- ••• ~ .. z...-",,~.,.,.o~ "",,"':"'-
~ _ _ _~ _ _T _.. """ ___ ........... " ~'"'' -. ~ • ..I_~_ .... _.'_ " ,./., ~.>.- ':.j ....... -# ."fIv..~ __ " •. ~ .. __ .J_.... ../ ~ 

. . Christopher~ . .1. Blunt a financial examiner w.1th the 
;,-- '":'·:"'4.')f' ., .. ;' .. ': ,,'.~~;>.;- :;' .. : -: ... /i",..:";';':";".':"~' /\ --:;:)_ ')::..'~-:: ~~-::,,:.;;,~,,~ ': c.:: -' :i:-:"':::-::-:'=:)~ c:~ 

Revenue -Requirement' Divilion of the Commis.ion. testified on '" 011 ...., __ , __ •• .,. "',"1 

rate of return for the_ ataff.. Blunt ,baaed his return_on e,qu{ty·----
r, _ ... ~.: ',' .". ,: - ..... .... .1 ,,";:- I., _ - .:..:~: .;.:- ' ," .;c' :,. ,::.::;. -:-!-'.~ 1 •• ~..:. • •• 'to 

recommendat iona',-on .n::analya18 of::;uny ~f .. ct.or;.cbO.th 't,angible 
and intangible whicb.~.he·'ela'tU,::'affect:~t1ie·:c';st:::o£: equity c.p-i-

~ '~'."''' ~.,_ ............ """1:-' .~' ...... .- .... ;, .. :.... - ...... , .• , •• " 

tal to LHSI. B:lunt--testU'1ad,., thAt -cme~:C&uuot -b4ae istimatee 
.-_ .. _. ",I _ •••• • '.'" ~ ,A. ..... _ • 

• olely on definitive formul&.::or:'pr.e!.e'2m4tbem&t:iea:I:~c.lcula-
'1':"'":, .:""::..~ .• < .~<_~ ':" ... : ~'~'C ...... \ ",.,~-::' .-.... ~ ~;:-".~-:".-'~, .. "~""',::: 

tions. that, of lJecela1ty. deterll1'DAt1on;~of.::~etur~ 0'n:equ1ty 
capital is a judgment.dete~inat!ori:< :'I~ .rriv1~t~.t~h18 
recouaend&tion he ;'.I:gU1d..d~:by·tbe.,.t.ndardi~ .•• t,,~.~orth by the 
U.S. Supreme Court dec illona": .ua,~ prior'~ dee!.ions:~of:tli1. 

-" .... - •. ', ......... , ,-: ... - ~~ .,' '.:") ''>.':: :-::-: -" ..... ~,' -,:,," <,-'" ~&lt::':' .-:-::~,. ;.~, 

COt!Disaion. They~ .-re-as:follow8:':('':' ::: ':':" ";'~ ~·:..:r.:. :'';':',: ~, 

1. l'be return to the ~quity bolder~"'sbDuld,,'~De 
commenaurate.w1th,·the ~ returns '·on .... 1nvest-
ment.·'1n: .llterpri •••. :h.y1ng: .1m1ia~_,~·::_::~~ 
rilk.,,;:-::_: .• ' :".:":' :: :_:::~ :,~ <' :';?': :~",~2:?~ e 

2. The:: retUrnabou1d;:~ auff1elent;:to::;en.1>1:e 
the utllity"to:·attr.et: .. ca1>1t.l:at :" ,-:'-::" 
rea..oft&ble rate's:: and: to:' ••• ure·~ confidence 
in: the utility". fin&ncl&l;'.t11tegrity'~~: ,',. 

. ." - ,... ~ .. ' ... '''.' ~-,~ ," •..... .'''''''' ~,. 

l. The" retun 'bould'· balance- the :.intere.ts.:~ 
of both the iave.tor. &nd'the-eu8t01Derl~ 
of the'i:ltil'lty.:"·;:::'~'''~ '":,, ~.:,: - .. :,::~'::'.>:':'::::, .'-

•. _rlo-.", -. 'I ...... 0_ r • ...,.... '~'o.'.,.( ... ~,. 

!.lunt 'be 11eye.:-:-that;~ hi •. ;:r.eOrilDende·d;~ r~tU'ri( on cOIIIIOn 
equity of 14.5: to' i5-~ crt-' v1.11:··-prOvide:' an &ae~te\:'rl.k n'emium' 

. .. -' • '- -, ., . "'"< .,'...",' - - , +' ." • ~ ........ 

over long-term debt~ dur1ui-tbe" ,er1Od;'the -.~r::;rate.;v111 be 
in effect. Be did llot"'qU.ut!fi.tbe ri.k':~pr .. i\DD:~;:·b\1t;;':indic:&ted· 

.~ ... ,~ ," .... .'. '"". '., J".- ....... ,.-.... . ~I •• -' "'" 

that (1) during periods of high '!ntere.t' ... raee. -ancr"uncertainty 
regarding inflation, the riak premium· could, be expected to 
fluctuate; and, (2) high equit,. ratio cOIIIp&1'11e ••• uch .. LBSI. 
and .ew.r "utiliti., by being 1." rue,., in bi. vl .. , reqUire 
& _Iter risk ,remiUII. 

-12- . -... 
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: -, :~,) ... -"_ .. 
" """'AI & ,com:1rmation·,of hi' judgment, .:reco.-endatiOD •. 

• - ,. -~ I "" ".,,, ~,I ,," "" __ ,... '.! -: .:. :.,. ":... 'I 

~lullt eompced' the ,result. obtained through:. ~ anc!· ,DCF .lIOdell :." 
- ~ ~ ',. .......... ,. • ,_ 0' ,.. .,'" , • 

used by the Itaff on a water company. He .. ,lis.ted ,the ;following ',_',_' , - -....... "', ,. '~.' ...-' 
factors, which be :'contends make a sewer .. utility': lea.s; ,.r~1ty :t~ ~,.,:~ ~~ 
other utilities: " _ , .. ',.. . . . ': ,:" ,_, ." ... 

1.' Sewn' utilities are not.alcapital;: . -;, _, " 
intensive. Construction programs are 
much lmaller and are financed· t~ a 
large degree by contribut ioua in aid, 
of construction. . . . .... 

2. Nearly all external f11l&llCing undertaken' 
'by sewer utilitlea 18 .ccomplilhed· ' .. 
through private ~lacement with insurance 
companies- resulting, in relatively. lower '. 
intere.t r.tes. 

3. Sever utility .ervice are.. are ve11- ,,:-
defined' and are not ~~ject· to the .ame 
degree of ri.les 'u other utilitie •. 
.uch .. fuelcostl, aource of IUp~ly, 
nuclear generation, .nd' eompet lt ion. , 

Some of the .ddltioDal f.ctor. vh:teh Blunt considered: 
in arriving at hi. recommendatian were: 

1. LBSI is a regulated publie utility 
engaged in .. buaine.. vh1ch, affects 
the. public inter •• t. 

2. I.BSI'. c.~it&l atructure. c • .,ital 
coata, ana finane-ial hutory. 

3. LBSI t. capltal requ-iraenta ~ . 
4. 'l'be lack of competition. 
S.- Economic condition. .' 'effect's of·;, :- . 

continued inflation. ,.' ... 

. '. ~ ...:.~, ' , "', l ~, 

.• • f ... ..... ,. >.,' • _ •• 

-13-
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Blunt believes his recommendation of 14.5% to 15%,on 
equi ty str";i1(eSJ~":bil.:l=an·6e:::between th~ ~n'ter;e:st$-::6£'-1:;KS:r:.' s~~ustomers 
and'£t's":s't~~"'fh~~fder"s::~>:' cos:tom-e:-rs~want;g:Ood~se.;c.v,:i;ee ".:a:t: t:he:;~ow:e:st: t:::;c. 

, .... - - ~ 

?ossib!e':'ra-2es,~ ~and:"'the: ,stockho1.de'r's-:;want~a':.."r~s:ona.bJ;e:' ~:re:t:U:rn.:'Or0,::~:: 
their'::'l'nve:s'-tmen i;.::~' 'l31lin~t~;sYa t·e:s ... ·h:is-'":', recommen-ded~eturn ~-l." a:-l,:~¢~~z:: 
LHSI to service its fixed charges and provide moderat~:~~).zt:i9n.~!,::.:;. 
to retained earning~s~:wh:±:J:.e 'l'nai:n.taini,ng:'.:! ad~CIuate- s:e-r.v).~ce .t~ its 

~'-":~~p ;'.~=~::-~ :'~j:~ .. '":0'::: =.:.~: '''~ .. '''~':': -. !:,~.\I,r":: ~!:: '.'):;~~ , ,:'::: :::~.:.~,:.,? ~::.~ .. ::.:",:~ -:':".: :.~-.:;:,~~ :~:.;;.~ 
...... __ ,,-, ~ .... _ ..... 'Of' .... .,i. ""' • .y '-..H ~ ~ •• ~ ...... _' ~. c ", .. ~, :.J .~ ,,-it ..... · II/'!:""" --- r, 

customers. 
.... - .-\"".,,,,,,- .,.J',~i_:.A_ 

The improvement in the finari~~-6:)?markeis ';nderway in 
recent weeks''':h~i :';~'~ri: ~~;t:~:C£~a~7:~he::~a~.r~n9 '~~d ':i:n":brl::efs $by all _..,., .... _~._~_,, __ ..,_~.,j ", __ ~~'''''''.J_~ .... ::';/ ":~'/'.~ . .;'~):::; ":;6 

Discussion 

';jar ties to the-,~:proceedtng:;,..· ~:; .. '~," ", :,.,J. ',.. ~~ -.0> , .• ', -,~ ,..'-., ,,..,-; ." • ... .... _. ____ , • .,NJl! __ '" _( ... ,.-.J ......... , .... 

.... ,I.; ..... ~::,: .. _~ ~'i'.'.,,""'_'.' ••. \ ........ ~ ~'~ ...... ,.... ..... , ... , .. ,....~."' ~,r': ~ . St.:lff Wl tn-e'ss l3'l'un"t"· st'a t'~d· -he'" 'reached·,hl.,s'Orecommended 
..... ::!) ... ,.. ... - .. ~J(\....,jI-~', ,,*,,:fIw • 

range for return -on, ,e~u,ity"p~}ma.r_i~.y t~hrou9~.ln-fOrm;eo. judgment~ 
....... , ,,"'" .. •• N "" ...... t ..... -"" • .ov :j.,.,_ ...... ":~.~'.~ .. """:, __ .. ~:#,:,,; -.,....t,.,.;~~~ ;: 

He found only' 'one compar,:ab-l-:e:,-s;an.i ta.t'lon..,company .. ,..in~,toe Uni ted ,_. ,. .. ' __ ..... _ ...... _ ,-J .... __ ...... ,_ 

States, a S;':'lall coii:B;ii~;i:n·~~;"t-l:ari'~ic:;C:r.t;Y~;:'NeW~ J:e'~'s:ey:; and felt 
f' • + ~ \~~ : .. ~ ,_ .. ::.:: i:' :~.>:' -:.::"~:':~ ,~~, ;-;.~~,:" ;. :~.' :.~.~ 4~ ~.. ~:; •• "". 

one sewer company::was~:not-enou.g.h to",.ma.i<:e....a...s,.tud:t.,.'; ... :Re therefore 
....... _~ .. ~ oJ ....... ': .... ' .... .Io-_. __ ........ tr...,:, _'" .,.i __ ... ;"~ 

reli'ed .on .wa~er,"':com?alfY~~da ta.-·, ..He, c>fie.r-e.d ... .Exh.i.o)..t J"l cse.tting forth .• " .. _ __ _ __ .......... _ ___ 'W .. ' ~ ......... w- _...", ::,.f. ... v.:,.. 
~uthorized returns on equity.for, Ca1i'£o.r;,ni,a_CJ..ass A.Water Utilities) 

in support 
Exhibit 11 

..- ..... ,) ........ _\ooII_ .. -JI_· .... ::,"-oI_ ..... ~_·'~;~ ':'t";:': .. :...~ ::;..~..::·'t .. ;-:-::.;. :::.. 
of his ..recomme.noati¢ll. f,o~~LHS,~: .. S "re.tur.n..,.on equity. 

.. L .... __ :.:-_.,_ ,~_._.""". __ ..... -J.,"~-""';O-'- ""-"" ...... __ ~......... • .... 

shows that:.:the:I4::.S%~re-tU:rn'::om eq.ui.t~:.g-'E:a:nted Southern 
.1'. ,'" .i'~""'",'\j. ... _~. ..... .... '. ,......... III" ~ ... 

California Water Comp.:lny and Cali"f'o'r'nTi('Wate"r- Servrce Company in 
~ _ , , •. ' -. " .. ~ .... :."*"".-.. ~ ,.... .I'~. -.. ,' ..... ,..., _ '"" t .. ,. ",-'" ,., 

1982 decisions is lower' -tlia.r\·:tne ':'ni.i:dpout?:of.'':::st'aff~S:rec6mmendation •• _.w .... u._.· ... ' __ .......... ,._ .... ~~ _ ..• ......., .: .... _, ........ '_' 
for LHSI. Blunt fel t inves.t.ing~in_.a.~sewe.r-.,u,:t.il.i ty.,was le.ss risky 

... ,.J~~ ...... ,f ~ .... ~ .... J.~., ' •• _01',«" __ "'" .:.JIo_''''on "'*-- "-

when compared to other utili tie.s .for...,_th.e~ r;.e.as.o.ns~ii~eo· earlier • •• ~ "._.' •• _' ,,- .. , ... ...,. ... _ _~ .r .. .,..;'__ :",;,:1....... .. ..... 

Blunt stated b.e, ... did .. no.t .i.nel.ud,e ..... a DCF or CAPM analysis. 
_ .... ~, "'", _' ... '_ ...... ~ ~ •• .I ... l..,,_., ..... .... .1> .. ' ..... '.:. :.. ...... :::"..;.i~: .. 'O':"'~ • ~ 

of water co~panies in Exhibit 12 tStud.y ... :of::~co:S:t;.r.¢.f:~capi tal and Rate 
of Return) because he felt water companies' historical data were not 
appropriate for a fi,nancial model to arrive at a recommended return 
on equity for a sewer company. 

-14-
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,:::::.~::: :.sta£~ 'wJ:t·nes:s: B:l'Un.-t-~:s:DCF;~and· CAPM":StudJi-e:s.~wa:s:ed on 
wol te-r; :eompani'es;, ~OYi<l:e:: :a.:-"i>ackup and check~<foz:.~rs~-r.e:col'lUtlenda-).:;c~,,:, 

t i~n:~for·:, :LHS:I: .. ..; ::' The:- r~s:l:ll·ts- .Bl ur, t:-ob ta i ned ~:di f.f:e.r:· f:x::om- :th'os~ :! ~ : :::?....: 
~ . .. . 

r~a~h~d: by';. ;P~e~seau.:.. :P:t':i:nc,ip~:ly.::: in:· :the ,earx, i~ng:$ ... P.-e:r;.::s:ha:r:E:' g:r.:o.w;th).:..-=: ='::.. 
"-' .. , . 

r ~ ~e.,.:f o..t::.th~~ p~CF-: f.~r~~1?-~.a~ a~d: ~tl..:t~~ ~r,is;k.-f.:r:e:e, ,:i;~t~;es:t: :.t:a te ... fo.r-:: '-,:c 

Blunt developed his OCF growth rates by employin9,:,:r:~.:::-.:.:::~:: 
.,) 

t~ntion. r.a.tios... . .based ..... on... a vera.ge .... re tl:l:cns "and..d iv.i.dend¥"payou ts over --.. " ....... - -'~" '\'".,_ .. --. ........ _'- -,-' ...... - '- ,_..- ... , ......... '" -.' ........ ' ... __ •. '.( .. - ._ ..... 
ol:~:y:e.ol~~p_et~:>d:-:;,(.!~~~a~ ~~y~+~?~2.;~~s.·'}~C~':CJ'r~~h *-t.:.es.:::~ :~.:':: :;;~; 
vaJ:~~e-.:Li!:e ,~~ ~e,rl:~~~~:~yn5?~.~e~t~I?a~~ c;; ~a.:.;-E:il.')..9:S ::P.:e~~~.:.:t-_e:::.~:;:: ;';:;}!, 

9ro~:~,~~.t. ... :tbe.:,~~~?~.d~: ~:,:~??F.' s 3~::':1~·~~~ti,~s~ .'~n~,:u:~n:S,~~t:.:~j.1:yc'~':;' 
the· -9.ro'l'.·th .in· --e,arnings_per shar.e .. ,ove.r . ,the l.a·st. ·.f.iv:e..~.ye.a.r~s .. ~_., _." ..... ~ '.' __ ' ",. "_~ __ '~"c.'n,.''''' .. ~ ..• _ ~ .. ,-' ............. ,_ ..... ,-' __ ._ , ......... '" ....... __ "- __ ..... _ ... "'" ' .... ____ ~w·,'~. _~-

re~r:.t.~d,·: .:OY;." ~bl·ic,.~U:til.i,t.ies .. F,o,r.tnig,ht.ly f.~I:~ -:;wa.t..er..., c.ompa,ny., .... _ • ~ ',~ .. 
_ '...... ... .. _ .~.... ~... .... 'w' _ -"' ' .. I...~ ... _ ~.'. ~ ........ ' "to 0...- •• .-......... _ .... ....,. ~ ~~ .... "" __ '". _.., l(..... ......... _ fOO"" I~ .... ,..., ... _ .... 

calcl.lla tions •.... Pe.s.e.a.~ ... de)Te l.oped ~ an_a.v,e,:C,ag.e. -9.:(o!'f:th...r a.te... .. o.£:.. .6. .• .,5,5 %., •. ,. J'.--
r ___ " .... '-' .. -1.-0. ... _. + __ ' .. _._i,...-'_" .• ,r, ... _ ........ _ ..... ~ ...... ,' •. ..,.._ • ..it ....... _._ .... __ .... ~.ol¥_.·_ ...... , ...... _,"' ....... 

for. :tp.e .S~tand.a,rd.~ .. & P.~.or.'.s, .. ,22 .. utili tie.s :.and, "6 .•. 6.7%. r-fo.r_n.i.ne ,~a.te .. r_;,,\ .. _ 
• . . ...,.~ ____ '-'_" _,' _" ... ____ ,_ ..... _ ... - ....... +,., .. ,. ....... ' .. .J .. "' __ _ I ............ ~r¥ .. ,. ...... _ .. J _ ................... MIIt .............. .J __ .... "'._ 

companies in' contrast to'\ t~e - 3.3~~*.d.e,v:~lo.p~,d .. by,,"B.l.u~.t ... :..._,... •.. : .... ,.,._ .... :> "_'",'", ... ,, ,.,,~ ....... ,""""'._~-' __ '_ ,.'" ........... ____ ... '''"'' _-'_0li0 ____ ........ _ ......... _", 

. '.' _.In. his .. ~.A?M_ a~~~ys~,s,." ~~unt.~,emp~,o::r~d _a .... r,.is)"-~.ee rate 
~,.-' .... _, - ., ........ --'_._' .. - -.- .. ~~ ... -,. ..... ' ... " .. ...: ... _'- ..... ~~- .. ~ , ............. ,""~ ... ".,,-':.:./ .., ... _'..-. ......... 

rang ing .fro,l~\ . ..9,~. !?~~ s!:-~r,~.::~~r!2.}t~.~t~u.~en.~.,s· ,.t..? <;,1,1 .• 5,,:..% .f.pr ... ,..in.~errne~lia.t<~-
.... _ ""' ...... ,._' .,' .. ". ___ 11-"._) _, .......... If p.j""'_ .... ' __ ...A, •.• ~.., •• ''''~'''~,j" ~.,.. ...... ~&JJI;ot,. .. __ ...... I ___ .... 'MI 

term instruments .. Peseau, for the reasons summar ize.d earlier in. this .. ,.-" ':~ ... :.': .;.:, ~~:. : ... ,. _~J: ,: ~_ ::.~~ -:,:,.:;-:--~, O~: :; Jo c.. ... ~:. ,;:,,~,)~;~:~:: ~""" ~'~~.JI~ ~ ,..~ ;~:::. ~:.:. t~~~\o.~~ 

decis,i~,l!, .. ~mp.l.?ys ~.n ,~]. .• 5%:-1?~,~~ ... :ra~9.~,:,.::~.~~e:cti.~e. o:f .. ,),-n.~e.E.~e?i.~.t~; ~.,':' 
_ .... , ... ___ .~ •• __ .~ ~''''_ '1. ••• ' ........ ,_., ...... ,/ " .. _01 • ...,._.· ....... ·,· ....... ... _~ ...... " , •• ~J-'Wi_ ... ~", .... _eo ..Jj. .......... ::;) __ '\o,P 

term instruments.. . . . . 
... ~ I'" . .... ... ,.. .... '"," • ~ ..... r-.. *'" ~", ... , ...... .-~",,' I' ""~,,.:,,",. It" ... ~,,,, ... ', t~ ".\ ..... ~;t """'-'1,- .... ,.".,.,..".. "."" • .". :\ .. ~ 

" .... ".~ • ..N .......... ' .,... •• ,,:;~' ....... <; _'~'''''''''''_ .. "' ..... ".,.,_ ',_"".~'" :..J.". __ ...... ~ ... -,'.;'.&;11""" ' .... t.!, ..... -..-.~-~J ~ ... >I>.., _J 
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,;As., .. tat:ec!:..ear11er v1th'~refereuce. to-:'LHSI,' a; ~pet:1tion to-
reopen- and, late-filed,Exhib:[t 19:, tb.e2t enactmentJ"of ,ERTA;·c'ona:tr&:[tlS" 
LRSI'. ability',to p& •• ,on to- the'r.tepayer~'"tbe:: tax:.'beD.f1t,~':wh!eh:: 

accrue from: the f.m~rovement project;-~fin&ucecr-:'through)bOnda: ! •• u'e'd':: 
by CPCFA ..Th!:' e<>natra:[nt· affects-: LHS,I~' '8:" e.p::[taf~ r.iioa: :&n~;'de1)t -; 
coaes. It also provides & source of increased :[nternal:::<fund:"':) ",:' 
financing.:' , ':'.' ,: " ;': ,", '" ....".J ~ ~~ ," :,. : (2 

, 'As, developed 'in 'Append:Lx::D 'of; this : 'dec'iB!on;~thf? c-&1Jitaf 
ratiosehang~ from··the I+0%.·debt/604'equ"itY deve·l:opetP'by'the~(.t&£'f ~ 

. and stipulated' to byLBSI to 6o-t debtI4ot;~e~t"'; and the 'co:at-'ot,:,: 
debt increases from'6.3n tolO~6t.': 'According'to'the'l;cnk" Pa~rl: " 
for lata-filed Exhibit 19', the retention of::t~Jtben'ef!t. 'by;tmf:': 
will result in over' $300,000 ofeumulative~~ ca.h~ flOw' bY::Dlid~l984<;"~ 
These add1tiot1&l1nternally generated f~d"· pre8=&bl,.·Vtlf'~:·~"~'·~'·:· 
reduce the amount of exterD&lfit1&ncing'~.~ired· to~ repi&~. 't.Rs:(.,-
Series A bonds' becamiug due October 1, 1984.' " .. ' . "," ". ,. -, 

UlSI' s extremely high 'level of 'contrlouted::·p.lant. haa, 
while holding: down "{t's rates for: .ever' .ervice', ;r.ndere~f·i:t.:"'··,'· 
earning. axtre_l,. 8U1cepttble to o"rational·. :attriii:o~:;;: :::-: .~: > ", 

'". . .- ."" ~ . -' -.,', ',' '. .' ,-,', ......... - ,- .... ", . ..., 
Beew.eoperations· at1d'~therefore, expenle. are'. function' 'flot'" "'-
of the e&rD.ings baae (rate base) but of total ph,..ic~i:'·P:i~t:·~· 
a misled forecut on expenses will caule earnings volatility. 
An attrition allowance will moderate this extraordinary rl.k 
facing LBSI to lome eztent. However, LHSI' s eXl>Osure remains 
lmch greater than other ut11itie. under our jurisdiction when 
attrition forecasts .i.. the mark. 

, 
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.. ",,_ -'II*' ...... _ ... ;"'. 

,- :-~: 'It:- 1,:: revealing: t:o:-~ eOlipare:< the 'burde~ on" the: .rate:pa,u' ':.:-
for'return and:: re 1ated': tUe',: on:: 'iftCOM'~'':' uain!:.a : zero< eontrlbutecl-;,,'):; 
plaut: ratiO- (CoIIlpan,.:-ly'and LUI t:.":"approZimaeef,. ,8<rt~ 'contr1buted ~: 
p1ant<'rat!o" (CCnapafty~~).~' .', Otherv1".~:,c:Omp&n:re.': A"~·.t2d::- B= :are-: .~: :. -'::,~ 

· · · · · · 

identieal. Iu addition. for purpose. of the eOllp&r.iaon:-ronly.:: .. ,: ",:,': 
eontributed' plaut nece·s.'aril,. bee:omes"pArt: :of;':rateboe:;,:: 

. CCnlpa't"ative·;Cu8tome'r~"!u'rd'en~·': ',:';~ .:;-::'::;.;; ~<~'::':".'< 
.... ~ .... ' 

,. - \_~ ~' 

.: Company X : COmpany a : 
':Cap1eal: : :Cap1tal: : : 

. :~::-Propor-':-:-Colt : :~, :- ~< :' :>~: Propor'·::": :Coar: .:.:::.:: '7 = ;~':; :~,:: 

:, __ . '_' _I=.;t:.;e;.;:_;.,,_., _' _'-_ . .:.:._t;:;,;i=.;o:.;na;.;:;....::~F_:ae~t.:.o'r=-:.:': A:.:.:l~l:.;atI:.;;.;:an=-e_e.:.· :_t~io;:.;n:.::.:..-:::.:.F_ac;;:.;::t_or..:....;: A __ l::.1::.;CItI:;.;;.;:.;.;n;.;;e~e ! 

Contrlbut!o~'~: :" ';: 
Lotlg-term-Debt 
Coa.on Equity 

, Total-Be,turn 
• RequirecS2..tt"e.l.&ted ~ 

Tuea:'.l' ... '. , _,.. ,'" .. _ 
0,#: '~._ • '- -. .,J .:... .. "-"_ co.t for Return ", 

and R.lated· 
Taxea-: - , ' 

.' .... \, ""', ..... .---' '-'., -~-.:.' "-' ""--.. 6:'00 
~~ ., \ 
"' ...... / .. l .. ~ 

", '0 ·96· ... ··-'~,'... '. :~..,. ... ,l _ 

1,20 

2.16· 

* Aa.UM. effective tax rate of 5~. COIIl1)ari.oft 
ignore. grea:tar~'~taz: 7'beM£ !t.:-,,~'av.11abl. to-
Company A and Compauy A' a depree iat ion expellle 
for rat.making purpo.e. being four t:t.es· ,;,: .:.',.''-:,' - ,_::.:._.:..:~ 

Comp~~y:, B-':~~ .::::. .: -:: ~:::.: :: '<.:.' -:::.:::: '~.: ::.~,,,::::,,,.:,~, -:.-: 

An :.examination' ':of, ':tbe re'1.at lODShipa.'::d.pie.ted·:.'in' thia:: ::.~...: 
tabulat:lotl ":lu4icat •• , ':<that :tbe'.'computed'?e::a.nifa.g. :;&l:lowauce: :OIl..... ;; .:: ~ :. 

Ca.lCnl :equ1ty· for', CoIapal1y B--::would· bAVe:.to be ,',99't"for- the. l~ .. a01..::::::" 
eoat of 'return and :ra1atec:t tu •• of, COIIlpey..:A.::to;,;be :reae~.d'~("::.~:::::~ 
'%be diae ia!larity : of, tbl' ,eouU!liir...:.burd.n.:.:lll.:th.<.tvc>:c .... ::,;.e~e. ~to 
corroborate taat IHSI's eapital .tructure 11 unique. 1ft adc!!tlotl 

-17-
,,,- .. _. -..... -
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to- tbe"eCDings:volat',11,1ty r:1.kt~,&n:':1nb.e:r.,!'t.::~,b&r~te~1~~lc of & 

contributed ::: p 1a nt .. l ad en .. v cap-ieal,; ,.tl:'Uc;tur.e,: 1a~ an.: :illcr" •. u .• ~.:: ~~d,;o:: 
to :attTaet~ eapl't.l f,or;;' r.,~l&cement:' ,fr.omo ~:1me',to,..,t,1me ... of contributed 

~ \ '", '" '- \0.... ~ _ • .,.-....... _ .... ' .. , '_ .... 

plant on wh'ich: cf~reciat,ion: :catmot~:,be: ;t~!cen. ~~~:~~i~~~~ r~~~~~.:,:: 
or tax 'par~e-8--""'-~-' .', ~',- ", ~"."",-- ~,-.", .. " .. _., .... " ~," . _ .. _ .... "" r-" .- .. ' .. ~. ,-" .. ,-" -. _ __ ..... ' .' ... ,' ',..t',,'., "~" .... , ... ', .. ,' _ ", ',., 4 __ .., ..... ....,. ' ..... ''''' ~"''''' • _ .~. ___ "". !:/':; .. : 

In-:our j.ud,gmellt:.:.,'b:&8e~7:~,~"th.;:.~pr~~~.ua:1:v~.:,~e~~~:::.;~~::-:,~:;< 
,~ "' .. 

developed on the rate of-: r.t:arn-.i .... :ue:.: a,~~~~?-:s..~,r~~rn on COIllDOtl. 

esu.~.;.Y_~., .... re~.!E~~~le for ~I. _ ;~-it~11ce1 balance; between LRS·I'. 
e&rniugs-'v~i&t~ift~y~ud-:redueed-r.v.'Qa.:~.~r.~~eme;'Qtl attrib"uta1>le : 
to contrib~ted' :pl.nt;~.~~, between th~ ,eo~~r~:a:~ :"h~rt -tera concern : 
ti,,:Ol)t:a1~.~-tbe:-1:o.;,e8t:":pO .... =tb1:.:.;rat.'e:-aiid~the-.::!ieei:"t:o -.ma.1nt&'!~ood_; 
sewer serv!c'e over the long run. The. re.ultant 
return.],8 12.::sn determined as:: foll~:. ~ " w ... ~. "~."~ .~._,.,\"-"') -...... , ........ -

..... ,,0 ...... c>." .. ,,," ~ ("j'" _ ...... 

: '; , .:.. Test Pe-riod '-' 1983 and' 19M : ".~ 

Component 

- LOug-term, Debt 
Co~on Equity 

Total 

Cap1tal.1zat ion 
R-atio8 

:6:0;";00't 
40.00 

100~:OO1. 

Weighted·,: :::: 
~ .'," COlt 7.'::::<J:"· 

10.2cn 6-. iii .:::.,'.~ 
14 .. 7 S~ ··~·~'::·s. 9'0\ ~.::~':' 

12 .. 0 2%:::':"":~ 

. '.' ,"'- :'.:' ~~ .::. . ,: .... ~~ ~,,:,. :~. ::.,-:,," .. ::~:;: ~:~ :~>::~ ., :,;:~_MI.:' •.. :~~ .'It 

:' :. "IV .. " .1tESU1.'!S :'QF'OP!R:A.TlONS, ::' :::;~ ::":,.'::.:: ,:; 2.": 
",' ~ :- ','0'" -:..: : ... ,"7 ,,:,·~~,l ... " . '~'I. " • .-\,~,4.< ,f'........... '. _ .. _, "' ..... ,.. ...... _~ ~ 

Part I - Table l,;::":,~::: -:~'':';: ::::.:~,,:' .>:::~.'.~:~:;~"';:::..;~;i:;:::,;~~;';·~~ 
To evaluate the need fOT ~ate rel1:ef f v1trie" •• ea for 

1.HSIauc:f. the .:Comm1u.iou~_.t&ff :b.ave.' an&lyzed·.:.tJd:~ •• ,t,1aat.d for 
teat ye.r.:l:982.cC!:.1'983~LBSL'.,~~atlug:reyeDue.,,:'':~P.8.rat:l~..:::::, .. :: 
e%pe'QH.~ aDd rate :bue.,;. ,:Staff'~ •. ~report~ of:,;oper..ting":"~ •.• ~:l~8;-::,.:::'::'.: . ~ . 
(!Xhibit:7,.;." .. :b& •• d,.·.1n··put; on late%: lnfox:matlo.n t.~::~~ :";.>:-:' 
ava11:abl.·m December':'1981 ~wbeu.:.LESl~:.;pr.par.d, ita ~:~~=';;I'~:::'::::;' :,.,f..:" 

, .. 
... i/P, .-' ....... , .' ... ~'-- ... ' ... .... 



." __ .... 1t.P"'\ . ~. - -...... ....... .." .... 
(Exhibit 1). In Exhibit 17 LBSI and ataff reea.t their 
re.pect1ve e.tlmate. of. 'operatlng<reaults.:'£or .t'eat\ .. year 1983, 
to reflect the rev1".~P:O.1t.1on. ,they. too'lt:- during" .the cour.e of 

• ,"" .... ~ ... c ,.......... ... '., _ •••• 1 ,.'" ....... _ ..... ..,\ ...... ' __ 

the bearing. Staff accepted LBSI! 8': .•• tim&t'e of operating 
revenues. LRSI elected not to conte.t most of .taff'. e.ttm&tea 
of"~:o~r. .. ~~{ng: .. ~x~iii:e~:-~arid.:c!{d=,no{~cC)iit:e,I.t-= •. t"f~ .•• _ .... t;1$t.e_of-·--
rate-'ba.e.· In. Table-: 1:., which, follOws, the re.ult. fo'r test 

._ • r _ ..... ,. • .. '" ... _~ ......... ' ',. 

year 1983, as sbown in Exhibit 17, are let forth. 
_L_ ... -..- ... --- ,~., ".::.~ ,"'"" """.~, ...... r .• t'\7 .... "....' .... "'_,,,,-. ..... 

In rable"l-tbe-'difference's' r.maining between" the ,:A"'_~'_"·_._ 
... t ........ -- .. )~.-";' .".. ..... ~- ... ' ...... ,'t,'--

.stimates of LBSI and .taff were entered, in column:. .(3):~:.:We~~~:'~'~::=:7· -
.. - ,--..... '.. .... ....... _. _~ .... ~ ... __ ~_r 

vill now addre.s the •• ·.; difference,': .. ~ :';-'_":':':.< ),::.:.: ::,-,:.:;:,,::: . . .... ', , ..... -
A. Regulatory' cOaauI1ou Ezpen.e' 

" .' '" .... " ... . ...... 
LHSI t 

••• t1m.ate of $28';500 .xceed. the Itaf,f.:. ... t1il&t:.-:;,,:: 
of $7,600 by $20.900~~.Th1. d1ff.r;~e is accounted, f~~~~~::~~;~'~ 

- ... ' .. - ... c,_ ~ ......... , • .~, ..... _-+ ........ ~,.~"'" ... ' .~ t, .. 

follows: ':'0;: ~,' :>~~'~=CI:- ·';:-,:o::~' .• ,: :"~'.:: ~';~:~ 
"., oa. ~ ': ~ :: ; • ~:-:~ 

" ","> LHSI2 Staff D1ffeT'ence; :";:-;:,;;; 
c. ::::..: :.- .. ·(Dollar. iu Tb.O\l.aDa.~ ..... ·- :..~.,::~::::.: 

~. _. " f :' ,. ~~: .~ .. ': :' t, .. : .. ~:. " z ~;,"",:.:" ::C1/;' ~ .. ~: 

R&tTeaie---. '-:-~-:--;-"-~i2797';l--: $7.6- ~ ... ':' ...... · ... $~5· .. ,3- .• ~_ •. ,.,-
..... _. ~'", ,~-., ... ~. ... ~ ..... ' ......... ;; .. ~ ,.. .. ~ ."'- 0 ............. · .................. _ .. 'J ...... _ 

~~g1oU&1 Water ~~11ty or 0 " ..... '_''''," .. , -;: .,.-~_." _ .. ~.,"" ... .. _Control BoardA"'~':-"" 7 .3- 1<.: ",.. , ... ~~ .. ~, .' ., .. ) .... <I.'.~'_~'" :"J';,. ¥ _ ~'!, .... 

Flov Study (1t&te~De.ign) 8:,3::: "', 0 8.3· ~:;;:,:..;: ~;:-;:.,;:: 

Total. :':~-~ 28·;s.;. 7.6- 20:;~;; :':::. s::::.;: 
Rate ea.. !xpeft'.,::~~;. _ ~ .z,::; 

LBSI'. reviaed estimate ... 'hewn in Exhibit 4, .1. , 
$3$,800 .,read" over~' ':':3:ye&r::;e~!od .. ~: $U ~900;=~;; ;:.~a~e.:;;' .• ., - .' . . . ... . . '-' .' ~," . " ,. .. . ,,'; .,,,. -' ---'" 
It. or1ginal-:-.e.timata· of~~th1 •• xpetll.~·:wa.:$17:;·.500·;·:',.r~: .. ,.&r~l&rld 
lta lateat' •• ttm&te.·(1at.;fl:L.d.!Zh1bit·::16->--i.':'$i9-;900;·::·:~~ 
yielding $16~600·,,,~.~d··;"';e~"~ 3~~~";;'r'1~:~ .. "- ..... - -~ .. --



A.82-02-LS· ALJ/emk 

. . 

TABLE 1 
.. -'0" ..... .."., .. \., ..... .,...,,_ 

.. .J. "' _ ... _ _ '.~'~ _ . .,:.- ..... 
:''' .1. ~,." '" ~ • ."..,,=\ 

• ...... ... ofoIto '-"'''''' ~"'.~- l 

" '-' .. ~' ·LAGUNA 'RILLS: .SANI'tAXION;,::INC .::-:;. ~: S::.";',.:,::':: =~: ~\ :::;v.: :~~.:::~~ ~;-= 

:. ~:.:: tlt:tiUtted':'Ri'aulti"of ;ope~it:·{ona!l~:..>:~.:: -::~::: : ::<>.::~~:: -::: 
"-:-.• _"':: ",: -Te't-::!ear"1983: ::::,,=:'~::.:..:~ ::.':. .. :;.::;8 .:~,l';'>:~"~i::': ' .. '~:: 

• .,. L , - ~ ....... . 
-'~' - . ' .. 

. -Item- " .. ! ~. ,M·tHS1- ~,~' !.. ·S.tiff,·~· ,...·! .... DU!erenc:e :0 
'.'... . ' ........ 

." II) .. -,7_' ~' •• (2) .. ·r,~ .... 13)·(1)~X2)_, .... 
• '-,,, ¥ -'(1)oll&ra- in'" Thous.nd·s) . -....... - ..... -. ~ 

. ~.:'~ .. :: :',:.",,,, ::~':-":': ~'~ .. : :L:'~G'::;~:~,'S :;;; ~';lo:;.\~ :::~ ,,;::·:::2''': ~z~~ 
Operating ~~ye!l~~a ... ".' ,re' .. _' .• $2., 7.6;1 .• S-."._",~,~ ... ,$2.1]6-1 .. .5-.. ~ (""'~~ _ ... 

,._ 1 .. __ ·"" .... ,,. ... 1,"_'_' '~"" _" -1. .... 1.., .... _._'<0----- ... , ........ _ -"I" :J_w~_ ,~"' .... 

Operating Expeuaes: .. 
Efflueu't"Disposaf::·':":' 'J: • ':"''''.::~:::::~ :,-::,'! :':~.:.:':: j:':~ :2.:.:;..: :::0 ;;::i;-;:;'=':::;~::) 

Balancing Account 
Purchased Power 
Other 0 & K 
Payroll.: Taxe's:' ~ ... , . _ . 
Property~ T&?C~. . .. ' ',. __ ~ . 
A. & G ~use.·· - -- -'--
Regulatory Commission 

!xp-. 28:.5 7.6-
Rent ...... " ... ,~.':" ~':, . 33::8'_' 23-.0 
Depr.c-:tat·ron:.~::":-,:": ~~' -.-~.,:~~-"'-~::-~'.' ~:122:g- 122 .8: 
Income Taxes _ ... <34 ............. !> ____ <1 ... 8;",,; ..... 6 ... ) ___ < .... 1....,6_, 2---:) 

Total Operating Exp.·· :- 2 ,S82~ 9->~' 2,56-7.4 ~"0';~"15:S:~ 
\: :;~: '::..~~:...~':; -:a~;:~:~";k: :':~::;c~;r:,:::,~: 

Net Operating Revenues 178:.6· 194~l:::,.~:~ ~:;-:(l:s.:S" 

Rate Base: .. ,: , ______ .:. __ ~,626_._L :-.~: .. :2.,626;S/:'~ ',:~:.':~ .~"C.:': 

Rate of Return. " , 6.:;8ot 7 3~ ., - ... ' 4 .... • 7,. ., ....... ".;. .. ,t,j ... 

(Red Figure) ,. ........ ~'l ,.,. "'." "': ". ',''' •• ,'. ~., •• , .... _:." ',;,' 
• ~ I : ••. ' '" 1 .. --..... • - ... -

, .. ~:.' .. :._ .. '., ~ .... '.~.:~ •. r. ,:;. ,,::<~,",:..~ . .:.=~~~\ :'~)~"':.~~·0j' •. "'1,::."'~ .,':~:z.::.:: 

./ ,These .operating,.re.ul1:a .xclude".both~tbe_.re~enue8.~ .,.~" .:;" -from ~'tbe'CPCFA" sureharge.Janc:f- the""p-l&nt'~and" - ~'-'. _ .. '- ... w,; ... '-~ 

.xpena .... ~wbich-det.rmitle·that IUrcb&rge~::.--:,In· .. ·our:.:.::.:.:::">·: ~,~ 
ado"ted,~ IUIID&ry of earnings (lee ::. ,'l'ab le , 2) . ft .. have ... , .• ~_ _ .. ,., 
1ueluded (, the CPCFA- aurcharge- aud-relat.d,·'1teu ~- -, ."- "-

•.
••. ~ •• '.,_ •.• '., ••• ,.. -... _~.,,.._ ... _c,.." .. ...,.~. ,-,"':.:>. :0'''--:'' ....-,,.,.f~-,'_.~ ... ":."" ... ~:-~ .... ,,,,~-,.:.. ~."" _":,..··yV ..J .... ,.:., _. __ ,,,,;' ""Y"'~'\,;."'fI" t.:/ ........... _-..-'_.:. 
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'''. ~ """,.. ",01" • 
:._ - )"1..",'- .;.,.;, • ..;~ 

.... ... ~ " r .... .. 
:.: ... ~: ,-- : ............. ,.~.' ! ::':.,:~, ~ .......... '-\l-·~"'C ~-""'1-:-~"" JIll,.' ,.. ........ :,'!'"'? ~ .. ...... 

_ ~ ,The, $7 ,600 pe~ ~ye~ .tAff ~!gur" result'. 'frOll· .elected--' 
.. , ...... ~,'. ,: _,*'~, .. ~ ... """~ ''-,'" -_,>-.... "Or.,.~ .... ,_,_'~", ",~,. ........ " '-."' .. ,.~ ... + .,;..._ ..... ""~ ~ .... ~ ... 

adjustments to aft LHSI work paper "rather -than f'roa-. -'c'OIIIprehen.iva 
evaluation '~f ·thi. ~~nie" cat~g~r1: AS'-:a':co~:~quenc'. :;of~thta::::~'::; 

". • ~~ _: ..... _ -. ~ . ..: -:-. ,-... ..: ~.. • ~ 'L. 4 ....... ~~ ". _ ... ' ... ~ r r:- .... wi' - _ ...... ':.., " - ..,h_ ""," 

cursor,. approach. the cost of pre'paratory work-done"'beeweeu'the",,:: 
end of "March and the fi~.t :day :of ~'b;~l~" (S.'~t·~mberc20;';:'19s2) :::: .:.,' 

..... ,., ~ '-: .•• ~ .•• ~- ....... " .... ,.- ••• "", , ... .j.w· ............... ,;,. •. _. , •• ",... .... ". .. 1' ....................... ':' ..... ''1 

was not ~iclc:ed u~, .. even though the 'staff ~ d,td· tlot'·d,1.pute-the - -,' - ",., 
time" .pe~t, ~ this rate' ease ~~lo;::to'~hearl.;.g. :·'belu~ive;,::of:it':~ ',,: 

-' >.- •• • - '. _"' '~:.~ " ,- ,:; • ~ , • .... r" :: -, -' ,", II" _' '" , " .. '; '-"::,:" _ e", "'..;0 -.I" _ •• ,..... ....._ ....... '. 

~ptember. component, the rateca.e expense" for" th&t-per!od~"a8 .' ~-
• - ".. , .. ~', ,'" ."'" , • • .' -'" .. ~".. < ",-. - ...... " , •• ' ' ..... ,; .. -_. ..., - ,"- ~ :: ... ,.. ..'", - ~ ............ ... $14,647 acco-rd1ug to, !xhibita" 4 aud 1&. ,'~ . ,-~ .. - .. - ............. - ,:, - .--
~,~"For, ,four days .. of hearing and for brief. (o~~lng':and'; :;,.::;~ 

re~1y) "the" .taff' allOWed,: ~z~iu'ive:~' ~f" t~~;.i ~xP~uiel:;:-$3.000 
for th4!, aervic; •. of' bOth th~=' atto~n~,' and:' the erPert:' on';:' r~te:: ~f~'" :: 

.~ ., ,. • ' ~ - • ,. ...". ,~. .... • ". '- u ',,"" .. - .. '. ". ~-' -, ... ...,,. •• '- ,'..... ..,..-, ,.. _' w 

return retained by LBSI. According't'o' late-fl1ed··Exhiblr-'16:;- > ' • 
.. - " ," ,~ ..... '" _. ',~ ..... ' .. , -~ JA" _' 

tho.e .ervices plus .ervic •• reneSered'" dU1!'lug- tbe- pOrt'ioir" of -:::: ~:-: 

September, preceding. the. bearing were e.t imated to- cost LBsI:' 2; : • .'::" .. ~.: 
$23,284. _., .. ::' :'~'. "': ~ " ,~,--:,,~, :,' ... ,: : ,",,::::':: =~ ~ .: ",<: ::;:.: ~.~':' :~ ;::,.:::: 

y.~."'''':: '",,:'.', ":' .'. , ...... ~,'"oi·.' ' ..... r ...... _· .. ...... ~_. " .......... ' ..... '",..~, .. , 
, .,' _" LBSI~. e',tfmate "o'f, $38,800~ '.pre.ctOY.r~·a 3-ye'&r- periOC!";'" 

as reflected' in t~:'·~o.~~'uori".xhi~ii~=-t~~'~r.~;r"a,:ol1~ble than 
"_ ••• J , .:1 .. : ',-':: ;; "'. ::..:"':'" ··7·.,.- ....... - ~;-,:;'. : ..... ,... ',- .. ,/ :... _.~,.,. ,.I ...... ""', .... ' •• ,~,_ y _ "--~ .. __ .... __ ~ .. 

the staff'. estimate. and vill- be lDelucJecf"!n'~our· 'adopted''''' .. oJ ,,"',,-

operat1Di 'r~'~lt~-~·~· ~..:. ";"":"';'; :::.: ~ -:,~"'.:':~,:,~,:':::':::': ?:'.: ::'::-~~:;:":~:!l;' 0: -::'::: ~ 
.eg:toDd. Wat.:r··Q.;allt;T-;::~;;:·, >'::::~ . :.: ~~.":".:.~ ::\' .::;':;.:-:::-;:; :,'-:r~:.; ,;.:::. ~~: ~'::7:= :::!"':' 
,.--ol- ..... -·d¥c~,-. ;::.:.:=_;0-....: .... :::::: .:.):~\'" ...... '.,.. ......... ~, .... ',-.. !""',""""~ ,.'~. 1-1 .... ' _1""1 .... ~"", .... --"., ___ ,,J.,,.,. ~.- ' ... -""----"'" 
vuu_~ ~ ,J- .-.- ... ,--_.''''' ..... 0liii0 ... ,~,' ... - \"', ..... ,,_' __ '~ ~.;'I;"_. _v .... "",;u--' 

:: : UlSt' oriai~t-li ~ •• t1la&t.ct. ~$l-S:;'OOO .. -:for::':t •• t' :,-u:,d.:.gS3:: Cfo.r 
preparation' 'of rePor:t'S: =to: ::tbe: Re9'ionA:J:::wa te~' 01.Ial-,j:t~ :Contro:l>~~ar:d 
(Reg1oD&FJoard~.:' Tbl.~ {fgure-, :w .... ba.e"d::upon:; :1"981: ,recorded: d~t.· .. :: 
'l'be .taff: ... ,..a: ·that·-cciaq;.le,tton :of: the ;:1"98;-];: "%elH)rt :::to: ,:t~ -::: .. :.."~ - ': 
Regional: JO..rd: :rel-tevecr. tBSI: of:':.: .. ri,. ·:fuy.tba~ :.report'1~%equ1rem~,n.:~ 
and, ther~fore, recommended:', no':al'J.ow.ance-,.;i:n:subse,qu.e.nt.::·ye4',r;:s;-;:f~r:",;:such 
'reporting. At the hearing! LHSI reduced its origir.al estimate 

-21-



A.82-02-1S· AU /emk 

of .$:15:.000 to~.$.7 ~300,. ,.,_Desp.it.e. t~ M,8:t~f'.s a.sUlllption that the 
........ ' - ,..... , ........ '. -.A" _ ••• _ _ _ ' '_,~ __ .... -".,,'~"_~' , ... , ......... _.oM "7~~:" ...... ,'.o;'~ ",~ ~) .. :-... 

19S1_repoxt~vould_~ the..firial ,report, LHSI e~~ded $4~;SOO 
.~. ',. ~.'" .' ~ ....... ' -,., ...... , "" .,, ____ ......... ...,;'" ,~, ..:.;. ,:.,~~ ,I'~ •. ~ .... '('." • .;:.; ,... ",-' ~ .. , ,-.... "jll{',,",,+,,-.,.,-- •• ,~ ...... ,",'" 

during ~ the_f ir.st . eight _montha of, .1982.p,repar1ug-add:itlonai', ....... ~ " -.', 
• ~ ..• ' ... '_,_"-Ti ." .• ~' ..... r,'. · .... ""'."1 , .• ' --:. ~f • .,._· .... ~ ,'<""~ ... - ',.....~ ...... ,;,.' ... ~ .... 

reports . for . the .. Regional Bo&rd~. ' Ac'co1'.'diti·to.'"LHs'I;.-'dtlcusiiona" · 
• *' ...." .... - .,'., '. . • ' ••• '_ .......... :-:. ~':'" ... ~:-- • ,,":':) "',.:":: +.,-:,,:,.-,~.~,-:" ............. ,.:.; ..... -..... ... 

with ·theRegional,..!oard., and .,PRC T~ul>.1ndie.ted ,that PRC 'To~s" : .. -
• '. , •• ,. _ ",_, _ '.' _.,_ •.. , .... ' .~<," .. '.~--:' _ •• ; ... '.'f' ' •• p ".~":'~. ::' .. ~ .. :.: .;.;~ •• ~ ........ :' ... ~: •• \.I 't':: .• ,-., .. 

effort would, not.,have to_be.,a. extenSi~e _in futUTe yea~I:'a" it-··· 
was .dur1~g. ,t~ .i~t~ -"70s •. , "'the. $7 ~300"fl~~ ':·~ffe~i.d·:~y :'cisi':>':' ; ... '.,' 

...... ........ ,~ .. , .. _ ...... " ... ,_ ..... ;. .... :_ .. _':.~<:~ :.",. ... :,' ~~:...:..."~. :", '.- ........... - ... ,,..0\ " .. "".," ... , 
for test . year _.1983-.,va8, der1ve~,b,." a~nu~11zing the -$4,500· eXpellde-d'-

'd" •• , ....... " .... • .... "" .. ".. ,,,,",._ ... ~.:', .'\. :~' .c' ".' " .... : .. _, .,.":: ...,........... - -;, .... --,.,,' .. ':""" ..... , tI""'! .• ,.,.:",.", "'.' .. ' """i"~ C 
during 1982 and multiplying the. result .by. the staff ~.-inflatlon'~ -' ~ 

. . . .... " ........ , _"T ~) _ • • "'-" "" .... #10'" "-"1 ,,' .• IIf8' factor of 8:.61 .. , ~ . ~ '-~' .... ' .,.-:" -.~ .... -,.., <: .•• _..:_ .... .,..;.:., \.:.-.;.~.;... .. .;:. 
.",.,.1 ., ..... "" .. , .,.... • __ ~ .--~ _~f'Ooo." "-' ~·'~,.·- .. ,.,l'·~,..! .. ..", :"",~;," .. , _ ...... """t"::. ..... ~"..,. 

, ," .:-~ 1'here~ 1 •..• -' co~t.1nui~g requ'1rnent"to.:f:tli:·repC;rts with 
",\'~' _'>. ,,1- •• _ ... ,' ",. -., ..... .,. ..... ~;; : ..... ..".,.,- .... '" .;, ..... ", .. , .. , ,'" .. ~ .... ,_ ............. I_~."". ,".,... .. "_",lIpIIt 

the: Reg,1ona1. ~rd .• , LESI's estimate - of'_ $7 t.300~:.s -ref1 '!cted \ tn": - -
~ .. ~ ~", . - ',' .... .'_ .;.:." .. '.::7-"':':':.'~ _.~,~ .~.:,~.~ :~.'" -'~')-'-'''~r:.", ..•. ", n:.~'''''' -~~. 

the c~pari80n ..• x~1bit ..... ppea~s~. r.~~C?~'ble and.vill'. 'be, lnelud.d-·~"' 
. ~. _ ... __ ~~" ' •. , •• _ .... _~, .'... _._ • - - . - ~ ~... 'It_,. . , .• ,,,,,, .• "'1 ~""'I"":I'" ~_"",-"._."" 

iu our ad0l>ted._operatlng .rUult'~.··· .... - ... ,..... .~- ... -.. :- "- ... --.,~;-

Flow s~di: -~;', ~;' ::~ .. ~ _; ::~:~_'.~~ ... -:.~,~-, ~,'~ ,;~ " ~:~-~.~:~~~ ~.~~ ~ , ~ ~:.~".~::~~ .. :~~~.~~:~ 
LHSI's original est1ia&te 'of" regulatory-COaiDis.ioft-- J'. -.~.,:;. 

to •• ::. S:: t 2:~ 
e~nse d:1d .not include the COlt, of. & flow atudy. 

". ~, -, -.o, ...... ~ ","::' .','-,',':""'" • .",,::,,'.~.',<.::.. .. _.~ '·":·.',,""'·*·-'.·:~I ",: .... ":"";'"." 
" . ,After this., .pplie&ti~ft.,.vas, filed, LHSI', ancJ:' ~ ent,ered 

.. . •• ' ••.• _ -.... • "". .... .. , ..... .4. ,,:...::, ... w' : ••• ~.:: •. " -:'';:': ~ <:",,:::. :,,: .' .... )~' :'," , .. , ...... &". '" 

into an arrangement under which PRe.Toupe would conauct-. flow-
, . ..'.. - , ,. , .. - ' ..... ~, .... . .' 

study to d~t'erm1ne the 'cU.fferencea "in' 'flov~"':if .iiY~ ~~~e~n~'::": '~:.:;' 
restricted and unrestricted unit.. PC'K agreed; to:- p'~Y:;:for='~th~:':::;"':>:' 
cos!:a of the study up- to- a predetermined ~i~=?~;;:t~~'"~ri~~::~~~ 

____ • ,.;: "h'-' ." :.; ." _' • >, _ ,_ 

t.BS:t:&greed··to Te.imburse~.:PCK ~1n',tb •. "ev.ntw LBSI· .• ~ ab-le .. to-
• , " ,,"- ~ •. ' :.. .. ...... ,,:'._ .... _I ... _ '_~u_. 

reeover~ :the:.coats .of thestudy·: •• ~ .• regul&to~:::8Xl':en:ae_- the. " ", - '-.. -. - .......... -_.-- .. ,.' ..... '" ., -.:. 

study ult.tm&te1y··cO'.t- :$25~OOO,:' wh1ch,:~I; ha.·::spreacl .. GVer- .&. ,.,- "".;' , . • '" ....... ~ .... ~"_"_~C __ ',,-.,"'.".,,· 

3-year ':l'4lrtod' :marrlv.!ng:at: the :·$.8:,:3.f»~:f::t~e::·inelud.d. ilb ita "'"M'" 
.. .., .. "--,, ......... oW" .",",,_ 

reT:taed: •• t1m&~e.:of'regu1:.tory·,~oaa1.non .XI'8,tUI.~:/-:.(~~i~:_'~.):-':':'~"""7 
the: ,staff '·.st1.JD&t.' :ezc: ludeS! ;'tbe; :£low :-stud,Y."·,,,::7":;; -, ,'. ~ , l ~ C >:'" ~ "'~' ~ :' =, ... , - ... - \ ... ~ - .......... ,. ~..... ,..I ... ...,J 



,,'In>J\ine :1982 :..tRSI,:conao11dated:lt',' eu.t:ome~ .. ~~ •• rvie. 
and adm1nutTat1ve ;~off1e ••• :' 'Tbe.:-e01llb1nec:l-:::.v.l1.bl.::.:.~ace . for;: '':-''C':: -:-.:: 

both" the 'adm1n1.tr&t:[ve-aud -:cu.tomer .ernc. :of£1eel::: il":~.'. ::- .... ::: :,;:~:: 
6-,800 .quare ~feet w~' _Thi. ~comp&re. :,with(,the·~~~evi.oua-:3,,.SOO .. ~~~~.::::~ ::: . 
• quare feet ~'for ad1a1n1..tratlon..: and-~ 1 ,200·. 'quare,:.feet-lfor-:,the;., ~; :: ''-;:: ", 
customer· •• rvte.·..-:Th.' two·: offlc.l,,:vere,~,l~ 1/2·:.'1Ilf.le'.::&par.t ~~h:: -:: :,.:;. 
the cu.tomer .ervice office .erving a. the ba.e for .ix r.pre=~~: .::<:, 
.entative ... vel1 .. hou.ing a c~ut.r. AI a r •• ul~:·of thi. __ ::'~:.::~' ...------ ---
1IOVe &nd·~ .pace ezpana10tl.j " LBSI::: nor'hal.: al],,:'acco:unt:ing:, c~.tOlD8r 
.er:v1ce,' and·: admin.1&trat ive~:personne1;~'lu o:oe. :loc:.t:i~n,.~. ":::::- :: ,:':: ,-.:' :",-;! 

'%'he 1DOve VU Dot re£lected,,. 1n:. .. IJ!S.I·~ .• =-.t·1m&t.d···:,.~ ,-',' -,' - ... ," 
• • ,,0, ,. ,_ '. ~. • • ..- ..... 

operating: re.ul·ta.. .,r.p&reckin:.late:~'9a.l",: (Exhib:lt~;.~:.7"blch:~·, . .'.,,:; ' .... ~:: 
.hewed a, rentat:· eX1Mtuse, of: $22.000-• .:-. ,l'he::' u-pcSat.d:·%'.ntall:;.xpe~.e:.~, .:',: 
of $33-.800= vas: furnish. cr. with. otbar data:: requ •• ~ed:;by_' .tbe~.J.:ta£f:; :..:::':: 
abou1: four 'IDOntha:. before the: 'he&r.i~ .. :.~.:; :.:... ' . -:. ,-.' '" .., . ~'",-, " ". - -:' .~' -

'~ _ .... - ~ ._ .. '., ...... "-"..,I .• " .. ~;.' 

thia office: apace :1a.~ rented;: frOllltO.IDlOOr:·;.CoryM)ratlon. 
The princ·ipaloff.!c'.;:. and .toclth~id~i:'~f IlIS.i:r.:pu:entjj.HUC, 
18 also . the , prl~:1p&~ officer: .~·itoekh~idar 'of:RoSI_ 
Corporation. The'r,ent'al rate,'!. 80~¢: =,.10:' ":qUare~f~(:~:(ch, 
Kcordins to:' 1.BSI t.: ;'iee'~re~'1dent .• ~ ·I.~~~;~~·'::'~i. 

. ,,. ~ ''>'''. • ~'~ ',... • ..,. 0. -:' T .... ' .... ••• .. .. _ ' ... ', _~ ... ,' ~ ..... 

"cheap- at twice ~·the· ,pr!c' •. ln ,Laguna: :till·.!~. --~ ..;~,~" -'~":::. ~ ~ -'::.' 
::' ::::~.'::;' ~;-" -:~;':; '~,~;.~;;::~;'~ :2;.-::.,~ ,:.;~~~~~ 
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....••. , •• ~~ ....... ., ... , ...... ,- ~ .. ~ .... ,,: .. 1'\ •• , .... .,.;'_ ~ ... -1-..... ' .................. -.-: ~ ._'11 _?-'If - _ ...... -. 

"the' -It'a£f -c'ont'e'nt!o'Us' t'b:&t u 'thil"1:aeer' lrifor1D4t);on on 
_: '.- .:~'. , ...... , ...... , ... ,'_ '-~~'" .• " • .r ...... '_. 7._ ............ " ... _.), __ .R .... __ ... "'" , .... ~ ... ,,.. , 

rent&l opens,e" corist ttute's''oulk updat'tng -and' 'could) "Tequi:-re "'the-'" .;::.,.:. ~~ ~;, 
&p~licat1on' to be! _nd~d:"ir'i'-:-Vithout:_:r1t';:'::-::The :·reco~7={ ... ,-:::: '~':,,"': 
clear 't~t LRSI t:.:'-r~~tai::'e~x~'~se "e'st'tm~te '~f::--$3~~800"P'{a'~C'~ :'.:::~::;' ':~7':: 
re&sonabi~ •. :: :,:~,:,~. ',,~ ,,~>~~:~.:.::~.::;:::-,:. .'.:;::':~V:,:: '~ .. .::::-r.: ::c, :!'::;;;.: ;.:, ,~~~,;::,.::-:.':: 

........ ~ •. :" .... ",- .. , ...... , ·' ..... ".'.1_",_ ......... -.~.". ... _ ...... ,_,'~""-" , .... ,,-', '~"""'··.i~ ~- .... -. '~....-j. "'-. ·C:"' -Tax EqUity' arid'l':!.sc"at ReS'poft,'tbt!tty-A:ct!:'of -1:982 '::;:.; .. :';: ~-:-:: 
(nP'RA.) :':::? ;.-: • :: 

: .. ' -:tTudeT~:TEF1tA;;· t.RSI.!;1 ::t,az': expense ::,voutd,Gbe ~.1·1.ght1y 
increaa'ed .. ' :;Rovever, .~to:~·eX1Htdit'e.:eomp1:et1on~f::thi8'.:;rat:e::.::.:-:..::==-:, ::'~.'~~ 

l»roeeed1ng:.LHSI'requested..:tbat tht.::deei.1on~exelude.::the;;ef£:eets':c"::' 
of TEFRA. 'Aecord,1'D.g1:y;':T.b1:e~'1:~:ha.:tlot::been.:.:a:djuated::for:;,~;t~o8e:: '; 2 
effect.'. nor-:have: .• those-,effeC:tl .. been:,1ncluded::1n.::.the o~at1ng-;;,,:,,:: . .::.,,:<: 
attrition a!,lowanc.~ for'·1984~}.ddresled;:fureber;",·on in:.tbis: ':':;":-;:-,:,: Z:::"': 

deci.ion',::>:: :::' ~o:: .~~.'" _'~"":. :':1:;::' :~~:, ;~:;: ~:\--:~,~,,~j,! ~="':': :::,~ ~!:>:': "~~~l~ -=~ ~~.::.:~ ::;, .. -..~:.~ 
Pa~t I~I''''~ ·Tab-l.::-~·~ .j;; :':.. ~ .. ,,:,~:·:,·.r:r;:;:-:· ~:', 2)~::;';~ .... ~:W~ :.:~ ':=!J~" ~~.,;,.. :;~·J'':;:·~~:'~~;D~ 

":" ,:;.: :' 'M noted;;,i:n: T.able::..l:.::.:tbe:. o~r,&t ins~r.8.ult. exc ~uded::;. ~-;~'O'::' e 
both the revetme,:,f-rom the CPCFA-:,auTch&rle::and:.tbe.:;~l.nt~.nd'::,::: .... ;:;,::; 
upense, which, ,-determine::,ebat:: .urcb&rge~ :At the t·1me Exhibit 17, 
the basis' for Tabole: -l:~~: was> rece.1ved ',.in:: evlclence-;-LHSI;: .ncl~:tlle.:: ::''':,:'~<: 
.taff bel:ieved= that: their-' r.lf)8ct'ive c.lc:U-lat:lou.:c: of:. federal .~ ~.,:, ~,:":' '; 
iucoaie 'tax' _t :the~requirement'.of: ERTk.:: 'IIl",.arly __ November ~ 1982 ~,:: 

I.RSI vas advised by its accO\m.tallt",.:,Price:Wattrbouae:,:;"that::c::: ::-. "':':> 
. -"1JJJnle"-:" the:- ,Staff: lte~: dated~ 'September:, :1.982 

{A~~licat::Lon.,No.82~02~15).nd the. California 
Public Uti11t'1e's Commi.siou·"," Dec1.fon"'No~:' ~133~ ~,,-: 
are amended to comply with the normaliz,at·10,n. . " ,,' 
requirements of Sec,t101l8 46 and 168: ,of. th~, '" 
Intern&l Revenue Code (as 'amended'"by the' ~ -' 
Economic lteeove-ry Tax Act) .• , LHSI vould~ not,.be::. .' ,~"' "' . '., .......... -- . -
entitled to the benefits of. invesement tax 
cred ita (ITC) anctacc:e lerated' "cos't ~ecc,,;eri'-='~: ::',' ~ :.~. ",:: 
l,stem (ACRS) deductions for its post-1980 
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:~ ,":. '" .. set add it 1oDa.; .. '1"be;::~ran.1tlot1&lcrul.8.:~:., ~:~: 
. .,. . for . Dorul1z&tion. pr~ide that, ~ .. ,u~11i~y "" '":' .'. 
--rill Dot -be' 'deemed' in' violation' of~'IRC·' - .. ~, --: .. :-::::.:; 

.. Section.16S-: and.~ 46·' (!: ... ~; .:;'u.1Dg:a.··n01:1l&l'~··' ~:.:'~ 
1zatioD llethod, of accounting) ,lfit uses". . .... . ,_ , _ 
anonsal1zat1on' method of- ac'cotmting~ by ~. ." ..... - . 
the terms of 1tl'~ f first : r&te~ order.' v.hicb::, ~. .~ . 
becomes effective after Augult.13 .1981 .. 
(and on or before Januuy 1, '1933~: anet U' ' .. :;, ,~' 

, long: as current-normAliution'met.hod: •. :::'~.:~ .',' 

'co •• ' .. 

-~ "V', ....... 

under".ttl pre-August, 13. 1981. 'r.Ate order ,_ .. "_ 
Are in' complianee with' tbe requiremenes .. -.. . -.' ~ . 

. of exilt iug: Seet1o~'167: and: 4("~ "~ ~,::< .::':. -: " .... :~>~:: .-: . - ,,-:.. '-
This: advice...: led to.·LBSI' ':':petitioQ;:'.to; .• e.t:':&1:1de ::~' •. : :.;; .. ,/,:,:,:':: 

lubmiuioll- to ;rece1v.::l&te-filed~ Exb:11ilt-:.:1-9 ... &ncf:.to-: ~1:tS')A·.82~.1:1.~O;:, 
for mod·1fie&t1ou.:of~.J)· •. 9133g-:wh1eb:.~."u"~:1a·.ued: pr.1or:· to:: .. t:he:~~:;;·;.;'C.~: :-~.~;: 

enactment: of ElU'A •.. Aecord'1ng;,t~re.vJ.a..d·; l.te.-fi:led-:-:Exhl~it ·~9~~:::-;~_: 
and related::work: p&~r .. -.~. the tut::year::l983:: 1ncrement:.:·~:C) ~~he:.::.:;;~.,; 
Table 1 estimates (&1.0 Exhibit 17 e.twt •• ) fcrr 1nclus1oa,·of:,::~::·~,: e the CPCFA: p.lant.::are::-::: ,,"~~.::::: ::: -::~.": .. '.:-::;:.~."'c;':. '~~.:'::- ::c :::~2,:;': .::: 

't;·· ~.' ,IUCTe&.e.~ operating: re.v.nue.~ :bY"'$203·,..l:OO":,,. :: .... ::: ~,:'" ":~;' .... -: ': :'. 
which. repre.ent •. tbe_ ";arc,barge.- reyenue. ~- . . _~ '. ... ... ~ 
deterai!ued on '& ·cu.tomer ~8e''''cof1S·t.ten.t·· -' -'.. ..' .. '.~, 

. with T&b1e~ 1. l10naurcharge r.v.nue·.· .. ~ .,' -: .~': ,:; .-; .::'::'. - .. '; 
2. Iucr ... e tbefr.anchile<fel.·and","':: '" : :~:.-:, >.' .: ..... 

Ullcollee.t1b-le.by $,600 .. iure.po.n.. ...... _ ,< _0 ',_ ••• ,. 

t'O- the luc1.u.lon of' ·the· eurcMrge¥ .' " _. -" " - ~. - -. .-
revenues. .. -: ~ : .~~' .: :~ ~.. :. :,'.--;.:.,..: .. ~':>:.: 

.~~ Iucr .... ) d.pree"1at!o~ .• zpenae::.:by.: ::$-58:.000::~,:: 
. (CPCFA. plant $1.449'.300_ with. 2S:,-.,ar. '.' . .' ". ~~,. " "._ .. . •• rvice l.1f.)~""" ~., .. _- ~- - .... -' .. '_., ,~ 

4. -IDcr.~. rate b&.~;'bY '$1014-~80~~·(r •• tore:'·: :>-;.~-~-; ':'~ : 
the ~ate b&ae' d.duet1olt·:!or .the, CPCFA:. . :-
plant of $1',.394:,.700--(Tabl.6,~.E., ·Exh1'b-1t 7), 
but deduct·-$263.:900: for.·deferr.d'~ taz;<&nd 
iuveaCDenttax ':cred-it: adj:us~tlt,}.:.::-),~,:: 

, " .... ' ~;"' . _ .. ~ :',';' :.:':.>;,:.;:. :.~::~ :,~-=.::;, 
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Our adopt.d-: operating,-:.reaul,t's include.: the CPCFA plant. 
• • ...... ,'~._ .. _, !. 'I •• ," ..... ,.' ................ _"" "'_"'_I'"\_ .. ~ ~., ,.._ .... ..."._ .......... "':;"~ 

comply with ERTA 'req\;&lrement'a~ fO,I<.the;: Aec,elerated::Colt -:tte,covery 
..... ~-. _ ........... -.,,~-'-'...... .... ,"':~j.'-.... _' ..... ' .-"'-' _ ... '~ .... "1-."" ' ... 

System (ACRS) and":,tbe: Inv~tment. Taz::Cre.!1it-::.(IIC) t::and~reflect 
the resolution we' have :. made_ ~f" the ::differen~e'~:' that~'re_1ned 

.... , ~ .• ,.~. ' .... ',..,_-,_,--, ,.~' .......................... :'" ..... • ......... ~ ... • ... Io .. .... -.)1 ... -: ......... 1" •• _ 

'between the staff::&nd LHSI-:'1n' Table:',l~:: Tbese::relu-l:ts are let 
~. '"' . " ~ -"'. _r " ... -, ~ .. ,'" ~ .......... ~ ,., _ ,,' .... ~ "':". "" ...... .d _ .... ~ '\, ~. 

forth in Table 2,which·follo,w .. · ..... _.~:.:: .:.~~~>;.:':~".:~ :,:'~'::,:~ 
.. . - ..... .... .. __ '. ," ......... "' ,~~"'" .. , '." '.." •• ~ .,~ . ., .... ' ., T'''' .... '. " J.,i , 

!he CPCFA fa.e11itieS;'vhich.·,are:::nov::1ncluded.:;.itt::rate 
_ ••• ..., ....... "' ....... -' ' -"...;> ,".-,. -" .... -. - ..... - ...... """~ ,... ... 

base ~ were p.laced· into~ service -1n:.1981~·- ','The: aur,c~rge:_thod 
., ... ._ _ ~ _. ,...:_ ~ ..,.. •• _ ,,~_ ..... 'C -v _.n" ~,,' ~'~ ... "~ .,,. """ _ ..... " ,.; .... p'') 

of financing vas required by·D::...91339~: becauae-:: (:l)':: convent·ional 
financing vas:~unava114ble.:;to:·LHSI" b4tC&U8e of: it.':poor:::f::tnancial 
condit·ion; and:::(2 )~' surcharge:' f·inan'c ing.:: was:) thought .. to::: reaul t.~: in,:: :::;:: '., 
the lowest c:'ost:·t:o: .. LHSI:".:ratep&yers:;...-:·,:'the':lat'ter:r.alo~wal::.:::-' :-:::;; 
largel.y depend'eu~ :ori.: LHSI,~ .::~ abil-ity.: to?'9"'~ 'on. tax::.be'nez·i tS;':"".::':' :'':'.':' :.' 

re.ulting froll:;tbe::-'conatruc.t:l:on:·,·of:,the faci1'1t:ie.c to-;'!ts:.:,,::::.~·,.: ::-:: ::::., 
ratepa~s,.~·'·'-·--:.":~~ +: ... :-~: .' "'f"·~'.,-::~":~'h .. '> ~~ ::~ ... :':: .. -:~'~~:;: :::~:.;:,) ~~:J:.!.:~=:":'::~~:"'.: .. : -:)'::':':":~ 

In light of the enactment of ERTA, not~;onlY.:·.doe8;;.-:::-:':::.:::.: e 
leparate r&tem&lcing~ ,tre&tment-'of~.the:.CPCFA::.'P'l&ut~.'n~·:longer 
appear advi.able:: but .• ~bi, 'OU:i ~id.i" ~n' tb:1a::j"C!e:cl,s:!"o~";:: we are 

...., •• " ' • ....,. .'.' •• ',_ rl .... "r __ _ , .... <.... ".,' ... ' . ...., ..... ' .. ~ ... ..:,;.,,~ ... 

directing that D to 9133:9; be' 'deemed: 1IOd,1£1ecf:: toZthe .extent nec:essary 
~o conform to ERTA anc:!': th&t··'uep.·:,be:,taken·;:bT:.LBS-I~>to· haye ,. ... ". ,,~ . ," ~ '" .. . .. 
reltored to it rrC~\{ef.S:i.·p~e~10u'YY~ ;j)&!cS: i'o: ~~e:'~stee in 

~'<,,:: _, .... ""- .. _.... ,'0 _ "' •. ,., 9"~ ....... _..;.._ ... ' ... _' .... j ........... . 

compliance with D. 91339. . 2~:':'·:::::i<;~':-: 
Our: ~cret.ftinat101l;:,:tb&t:·:D-~1339 ,':be:;.. deeM<l::1IOd U;1ed to 

_,. .,'_ ::~ /'" ,&-.",., ", t'''' ,','" .. ,.\ ",,~, _ .... ' " '." . ~ .. ~_"'" 
the extent tw!c ••• ·uy t·oN comp-ly wtdiERTA. ~1a::'f1p:al".::'::rhe following .. \. . ... ,--,.... ... -..., - .. "" ..... .;~ .... 

determinat1ona.~ .. ,ref·lected in ,T~l. ,2 t .. ar.. &la,o; .. f,inal:\ 
.......... , "",,-_ '-~-., ~ -.J"~ .•• ' .. ....... ". ," __ ,",'-"'~'_~_'''_ .......... 

1. DePrec~ia.tton..:~expeue:";for~·' ratesaldng "urpo.es 
inc ludea:ti.aight -'I'ina" "deprec:::tation.on".the 
CPCFA: f:ac:lliti •• ;.:" Coris.!atent"Y.1th- thb 
r.qu1re.e:nt·t:~tbe- eo .. t·~of :tbe :fac::l:litlu 
are included in rate bue. 
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2.. The calculi~ion'~~~f: fia~~l 2'i~~~:i~": 
expense for., ratema1ting".pur,poael."embracee 
straight-line depreciation. on-the " - " , 
facilities employing the same"life a. 
that in No •. 1·:, above .. 

3. Any tax .d.ferral resulting from· a 
. " d·1fference, between the method of 

computing. d~preciation expenae for :' ,_ "~' .. " . .' .~ .. 
actual federal income tax purposes arid:-"'" 
the method of computing deporecd.&tiot?-:" ~ .. ; :";'~ ~:'_~:: :-;-:,..: '::~:'~:~_' 
ex~nse for ,ratemaking. purl>08es-is - :"~::-::",,,: - :::-::::-' .. - - ::.: 
recorded ~in:. reserve for deferred" :: .~;.:':::':',"' .. 
taxes.. . " .- ":'::; ',.'~ :::-';) C,', :': :; •. ::: : -:::..:::-

,"" ........... "tI'" ~ ...... _~, ...... , -: 

4. LBSI t s rate 7.baae ia reduced by Itt Oll tbe:;,,:~ ~. <.:_~:~~ . 
. . . ' facllitie.~~; Thia reduction 1. to- be, ... ~:.~,~';:··..,,: :.~ :,~:; 

reltored~ .ra~tably ovey the useful life:; ,;::;~~;~~.=::~ .~\ ~ ft.:: 
. . . ..... used in comput1ug de-pree1at1ou expeQae ... ~ ..... , " . .'._-,., •. _~.,;" 

,., c, ~- • ... .~ .......... - ........ _"'· ... __ .. '._v....,. ,._V_"""" __ ,:"\_,;-", 
~ . ~.:-., However J the':increase in LBSI' a revenues resulting from;',~ 
• ~ -:" • ~,. • .,...,,<~ ;"",If .... c t' ,.. 

EHA compliance will be: e.ollected lubject to- refund pe~~~Eg'" ~~;;;: __ H· ....... _ .. ~ __ • _ ~ 

determination of the 1D&tmu,··1f any, in wb1ch~rev1.ioua""to- tbe,'"o-
. ....-... .... .-._'--... ;.- u· .. · .. · ..... - .. _·' .... - -----

surcharge . method of f1~1lC:ing the CPCFA facil1t1.''''.~'7el1alD&t.1on... .. :~~ -"- ,.- -""" - -.- .. ~, .,,.... _.' -............ "" -.-." 
of the surcharge altogether could reduce LHSI'. revenue -require." .", ,~. 

~ ,-, '-" ........... rio'" > .... ~ .' "" 

.nt and'~ ;et·: retain ERTA,:co.p.l1&DCe.. Becau.e··~of2th&t~pen~ing; .::::: :.~: . ,-, ." ,. ...t~. "_,,,",0, ...... ,' ' ..... _~ .• 

detertD:tnat'ton thia vili~::-an:-1nterUa. decil1oft. ..-'-~. '-.:", .:.-.-.... ~.- . 
f· - .' ~ ~ ... .". ,,",",, .... ~ •• .-' , " ~ ~: Far test ,.ar·1'8·3~:'the added:, r.v.~ue requ1r.ment-·-~-''''' _ 

' .... . .... ~, ,Ja .. _ ....... -. "'"':.. • ... _ " -, ,'I" .... ,.,.':'. "" ~ -. ,.-' ..... ,.." ... :_,..~ _ ';~ .... 

impo~!l;.b'y'·!R'rA i. $6·5~:;~9'.O:; 'We will ·r"ec[uY;~e:~}~·~~:p"r9¥f9~:;'=~·: ~;:: 
its cUstomers with a ~t:le •• ~ Appendix C. .Z'pT"1n!ng:'~.h~~c;t:::':':.::-;: 
of ~Cfti":'tD.e rates ~;ttho:rtied by this deci.i~~::\:"~';;" :;o';::"'~:;~-;'~!'."'" 

:. .. - ;.:..:.. 0;' ~_I- ,:. .. _~ .. ~ ,oJ_ 2.::'0':':: ~:.;~~~C 1~=o:C~:J2 
... . ~... . ... . :.;... _ ....... ::- ~ -:.. 

.. , ,-..., ',' 

• 
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" " ' • --.-- v ,. V "A ,.,....,OftoT"' .. ft. 1).1nn:>UY",,- .~,...,. .. A ~.~ . _ .... -'-., ~ .~' .• -- A\J..LD. ~CH:N.I:.~yw.p,,~.':.n,,~~::: 

. . ~. ~'~~p..r~~g· tb~:intri~a:'~or '(;Per.tf~i!'riv.~u~i:·~ti~':;:~:' :-;-~ 
Table 2 ~- it c~n~~' '.eeri-: th&t':'tb=e, r~tei' t~:;be~ ::,u.thOr1:i.d::fOr:·~ ,'::.- ':::: 
test Y.~ 19'83' 'yi~id' ·a:di£t1:on.-i" gr·ri8'.;·r:ev.~e:"~ o-t;'ifi6:,-:5>00::"~: :::.:...~::::'; 
which rep~e ~erit-a' .~~ :11. 4'3=% incr'e:~'.i :'ove~: :~~~euu:es;' it' '1>r.~ene" :~, :~: : ,:. 

',~ ., ~~ , U;' :.' ... ,K , ~~ •• ,.... • ~._'~ '" '.~... or- .... " _ '~"\.." ... ,,~ ..... ~ "" ~ ... _. 'f _ _", ... _> ,.#I<-

rates. In addition. we' shoulcf cJeterm·i12e"vh"etne'r· a"'second" ,,'et -- ... ' 
of rate~ '.hou1d' ~'." aU:;th~rf.ii~d ,,~~ ~il~ 'frif;; :~it~it~l~n: {n' ~~t"e :C>i:: '::. 

.~. '~: .'" ,: ,'., '" .' ',' ',' ,_. ~ •• \.~, ... ~ -. n, " ._, .~' -,.. .., • , ........... ,_ ,_ '.. _. r" .... ,. 
- " v ...., _ "" .. ,'." .' •• "" ••.. : _ ':. \ t ••• , .... ' '_; I.. ~ '_:.. j t J. ~ :.',.~ ..;",. _ ::: ~'" .' .... :" 

re~urn after teat year 1983. 
:-: ~. ~: _h, -.. ' r· . .. -, -, , .. ,;' '"" ....... - - ..... . ... ' - ." .... c .... 

Employing the rate of return of l2-:02% v autlic:ir!zecf'b'Y' - - .' .. 
this deci.ion and the _thod~~of~~ulcutatin8;' o~rat1on&1 attrition 
u.ed~ ,by, .the, ~at,aff . .in Exhibit: 7... v." ,.hov "in ~the.. foll~l'lg. tabula-

e!" +.. .. . ,_ '. '... .. ,,~._ 0' ,,> _' -.,.' _....;.... "_ _......... _ _' .... "" 

tion ,a~ .umm&t:i,otL ,of .th~"CODl~neuta of" oper&t1on&1, ... ~t'X:.1t.io~ . "'~'_' 
. -..,... "-.' .. ~" w~, - - ... , __ ... '" _. _ .... + • ',.... .",.1 "I' -"I .J .... c ',."", _ .,.;., ~ .. 

totaling. SS8 ,7.00 -for, . .1984:.. . -',:' .,~.,. .' ~.,~. " ' .. _. , _,,~. . _ , 
. -, ~ ,' ..... - . - _ ... ' . "k..-.. - .. .,~' _ .... ' ,'...... .. _ .f'''''''' •... ,..., .~,j _ _.:~ .. ;.,~c.:", .~~ ~~,: .. : , ....... :.,"" 

Attt"ition for ·1984 ._. -", (DOllar. in !bou •• na.,..· .-:~,,'."', .. _ .... ,_:;~-;..:'":·:';::~:.::::.v 

- ~ ,"- , _ ~ ..... ,...,.>" -. -- -. ~.. f:~ .''"'' f"l .... ")- • '" , .. 

"~- .' _. eo "- (R~d ··..,1 ~,;:, '-.)" ::' .. --' .~ .. : .... : :":. c': .~:":' ::-::::.::- ~.:~..: ;:;': 
• -: '. ,,' '" :, : ~'" '::-' '::~" '~' ... ~., . .;:,~,'"l-~ '~ .. '. , .. ". ,.~.". "', .'." ::.~ >,," ~. ~ 

However ~u~1:lfur~he:t: examination ve fitid' that :t!ie addlt'iorial: - ~ - " 
cu.tomer. ,"proj.ct~d ~,for, 1 ~84, ;l~;' ~'t:ti~ .,&11 -~~~ ~~'ff;~:t ~f:-t~o.·e-=~:·': 
projected't~ be .dd.d·i~ 1983 wo~ld'ie~erat.$:'61~>80-6 \:~f:;f~;~~':': .-
at the 1983 authOt"1zed rat •• in 1984. This amount exceed. tbe 
additional revenue require_nt fOt" 1984 of $58.,700 coaclu.lvel,. 
indieating that tBSI w111 not e~leDCe operatlonal attrition 
in rate of return in 1984 on the bul. of the project1ou used:. 
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Bee ause t~:fa1r:;·:rate:.-:,:o~%etU!:.t'£:of) :-n.:.O 2 %. 'determined 
in this dee.ilion .is .... b4.e~,.o~ ~a, .• tabl~~ e~P:i~.&l '.tructuore (1.e. 

" '- _""',," ,'r' ":"r_~!,' __ .~ .. ',,-... ' ~~,_ I. J_ ... tII't .. ', ... 1 ~~:;',,_ .• ~~A-_;~..,,':··~:c~:J' ~~ 

couatant .. eap.1tal,_.r.at.108, ,and~. e.o.I~. ~fac.t,or .• ).J_ n~~ a.llovanee ~ ~or.. . _ .' -... _ ~.,..". .. __ , ........ _ ",,' " 1_.. L~. __ ,,,;, ....... j'" _.,.......... . .... ~ ;.~~. __ ::~I:. :.: .:1"" ..;,,:;, ~ :1; .~~ ... '-:.~.;.~" 

financial attrition 1. indicated. Thu8~ there .Ihould be no 
, • .: :..':: ._:T~ ... '.~ .... :' ... ,:" ' .. :,':'~_ ... ,I' ..... _~:: .... J ... )_.,.,,; ..:.",~,..;.\? \':;~(.: "-~.::I"',~ .:.:~,~:. 

attrition .al1o~ance .. ~or,., .. LBSI .•. '" ,I~.~1e~ _of the f~eg~~..?g., the ~, .. 
.. " .... ,. ~'" ...... __ .' •• _~, "' ..... ' ... ' •. J".. •• , .•• '"_., .••• " • ~ .', • "', .•• ,.-. .... r"" •• ".~ -,.. ~."" ... 

only supplemental rate~ filing. to' be aU.thorizec:i"is the'adv·ice····--· .. · 
..... ,~""'~~ .. ~,: ~ ... ,:,.:.""'l"'~-..,r: .. .'~ ... ":~:.-::::,~;~\ ':;_:,,;-,:;::-.:.', '~t"~;' t"-:~··"';~·J~"'~:;':-:'" ,,'} .............. ..... 

letter which, as .discussed .earlier in .. this decision~, 'ls con- .', .. _.,,' ~ 
_I: :>:,_.-'~ .'; ... ~ "':':-_.:.:~;:';_I -::~ . .:,:: .~,.";~ .... ;,;~ :.:, .:~,J'~:~~~i:::.'·:'·~r~ :;~" :':":"':'~~~: :'.:::::~::- :0 

te::tplated In response to the rollover of~.,t.he Ser ies A firs~t 
'." ,J ~ ... "''''*)T .... , ....... "',-, .... !-J-~.~" - ....... !' .... ~ .... mortgage l:)onds. in October .1984. . .--.~ -""". _.:,_'~ - .-- .,~ .... ~ ... 

' .... : .:·,,>~~:.u ... ~.: -:: __ ',,:. -, .~~ ~.: t:-... .. :..~:'~,}-.: :=~: ':::'::'0:: ~.;.",-~:~ ::, .. -'::-;,:o=~~2 

, ~: :'~'":':. ::.. -::- :. :.. _, ~.; '-: : V~I-~:::. .:JtA.'tE: :'DES:I<;N~- .'., ....•.. ", -' - ' .. _,,-,_ " 0, '. ~.' ..... •• - ••• '-., .• .... , .... ~,~.-••.••• _ ...,1 .... # • •• ,\1"""_ .... __ •• ' .... ,._ .. ,._" 

.. ,': -" .: nie··ia'u~: on:'T4te ~'·de."1gn: i;1~ vhetner~ .-::cH~-ffer·ent~!al:'~iri'·'.~:~:;· 
rate s ~twe-en: :Unre:atr1cted' "dv~'il ing . Uii!t-~ :an(!:: TeSt r~!et~::'dwe 11 {n~ ::-
units should be retained. LaSt and PC! Npport:-::t·he'~et.rtt!ori:'O£.:~:~ 

,-"....... ...., . 
a differential. While the .• ~t.f:f~&od~~e&t~.~-:!r;,.:.,el1m1nat1on. 

A. Background .. ' "".' .', _'.0_ _ .. -, ..... ""~ ... " 
~~~, .. :~'~·~:I:I~ 

Siuce ita incept ion in 1963, the -ut·tttt·y~a b.d this • -,~. ,,--- -,~,-; ... : .. ','" . --,.. _ .... " ,...i· ..... 
t",e of rate differentia];' in its rate it:rU.etUr:e;~''':.BYi '~.~84040 
dated February 4, 197$: in ita flrse-iat"e::l>rOeeecfi:ng:;;aft.r coming 

.~-::c;. :'~~:" .. : ~ .. "~', :,~,:~ 

under Comaai •• ion juri.d:1ct1on. LHSI, then:Ro.':I~moor.;.~~~;'&tion, 

Inc:. (ltSI), waa ordered"'"tc> "prepare a .tudj=ana-recOIIIIDend reviaed' 
rate. and rule. for cl&a .. 1ficat ion of ,Teifdentl·al··eu::lt_re" • 

"" , ........ ..-. ..... ~, .•.. ,. ... ~', • -I • _ ... ~ 

In it. next rate proc' •• dtng (A.S6296) ~I placed -tn"evidence 
a cOPY. of that .cud,. ~ and propo~~i:·a ~·~;·ci.nt.ge different 1a1 

• ~. ,. '+' n _. ~ ~>' • -~", .' .. ~ .... , •. , .......... " ..... - 1·~·''''' .... ···· ..... >,-}~ .... I .. ' -··\"··,·,· .. ~-·7 

between the unre.tricted and- r •• tr1eted··cl.aaU{cat!ou. '-c'on.':t.·t'ent· 
with tb~ .iuC!Y+r.~it.·.: -:D~8s0;9' d~t~d'U~ovn~r :;3; :I'97j'c1ti':the'= ~~,;;=-

.~,.,"./ ':.~ .... ~ , ,.:~.">r:~~."::'.-> .. : .. ~,:":C'·'\~ . .:":~..: :~:. ,:~;",::,;;, ~C~ '-:,,:' ':'~',c,=::--,·~e,-:~ .. , 

, '., 

::- : .. : :''; ~:~:.;.:. ~~ .. :::,':: ~'.::. "':~t'~'O ~ ~~~ :~,~: ~::.~::~ :,,~~ ~ :.::.~:;: ::G:~ ::.~~: :E;.e.! =~!)1' ~O";: 
.. ,:~. ',,:,.:' "~.::-<:-~::"::~'~::.,:,.:: ~.:-::: ::0 ~~:'-,:::,,:;," ~;::. :;0 ~,~: ::..: ~~:."=::,~ ::0 ~:~':' =1 
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A.S6296 proceeding included, the following f!nd1l'18:'~f".fae.t~::' ~' .. 
"7 •.. -':A 'rate,· .tructu1:.··.fo"r: :;,~General· R •• :1dellt:1:al"l7=:: 
Service f as de.crlbed in Schedule No.1. of " 

'Ro·,smeor-f.tariff schedule • .-:which :v.tli' ,: -, ': .. ,,": .. ' ",::,,:" 
provide X'ates -for' tJnr.",trieted, FQll1y, ~:,. " -: " : '.: :: ,~, 
Res 1dence. ~f, uot lowel; than _11S or, grea~e.r, , , ~ 
than 117 percent 'of the rat •• -for Restricted· - . , .. 

-' ... -.' 

Family Residencea will result in .• :?ju:a:t:,: ~:::;,~ ~',::~'. _<.,:':.-~, 
,;:;:~!~',r.(a:nd_ uondeac,r.1minatory r.~~~." :,':-.'::' ~: 

, .... - •• , I. ., ... '" ., -jO t' ., ~ 

In'LHSI t·a; last gener.irate ~dee~.loti, ··D~..,-:tis2 :d;atecf " .. ~:'-:"." 
, c;.-'''' .., ',". . .' .t, __ ", '... h'~" .• ," \ , .... ': """\ _ '\ ,-", "' ....... ~ ... ~ .... ,,..,.. •. _', ~ -. ,,' ... "-

January' '3', 1 ~O '1n.'~ • .582"1S.- '. rate ·~apr.'.d·-~n:.i.tent 'vi:th "the ~ , -,,:, 
above--quoted: -f'tndlng vaa~: ::.dopted'.:'- After ":"that' ~" :bOWever ;:'~tbe~';::': ::~:': .•.. : .::" 
Commisaiou by 1).82;;'03-12 cf.te4~Harch~ 2'" 1982:' !n~ A~S957'{::-el:lm1M.t:.·cf~:· 
the" 'much "'iuger =dUferentlal ~ (2 ;tC) :lJ In',etA';!p''' i ':"( connection feCi.} 
between unreatiii:ted "d;,elll~\ deve:fop.e~t.;7"trcf:·T.·.tifet.a-':'C!w.l:1!-Dg"·'· 
development,-. ::I~ ttiat·-d~eirion··itv&w~uoted~ tD&t:-~::::·<:":'::~·· :: .. :' ~.: ~>:-.":~ 

1. The CIA.-BP' 1a a one-t1me charge for : ":::::' ,: =,: ~':.,:-::' :-~~ "::" 
construet1agbackbone -:p-tant', ,:adequate, . to 
aerve the ult1mate 'service. area::flova. 

2 .' the~e were not ezpected. to ~'be more than 
',' nOne or two. more.reatrie'ted~ developments_ 
. including at"~lea:8t one, which would: have 

u~· to- three-bedroom·' ualta ... 
• ....... •• c'" • ~, 

3. the record· '41d- uot contaia., clear facta r .~, ~ 
., ' ... , dealing wit:h- aBage pattern., per cap-ita , ____ ·' __ '_ .. n. __ 

aavage flow ~ :aud populat'ion per deve lop-
llent to- aup~ a different1&l between, .' :::. ~., ";",' 
r.atrieted and anr •• tricted develo"mef1ta ;~' 

At p~ ••• llt there:'are &ppro~1m&te11 15,300 dwel11Dg,,m"ii.,1:' 
in the restricted c1u.1fi~·&tion. .,itl:Y within the iefsur .. Worl:cf~ 
area, and 1.900 dwelling unit. in the uare.tr1cted: el ••• 1fieatlou. 

-31- , .. '" 
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s. ...... _ .... , ' .......... ~ --:-', ,-:f'" _ ...... .J -.. ~-. '....., ... 

. PRC·:Toa~.<b.S: beetl·; .. xtena:!'V'el:,.·=tl'1vol..,e~~tu ~,the, ':'~.; 
,,' ..... Wt , ..... , ...... __ ... ", ...... _': ...... : .... "..~,'-~_~, .... ,'''< ...... 1" ...... ~ .... , .... "r"""*""",? 

engiueering for"'tl'ie ~ent!re :LRSI ,.js.tem;: ~ ·:Ms£'!.r1a~of:con~.ult1ng 
.... ... ••• ' ........ " ." '.. ...; ,.;..... .' ... , _ ".' ____ ..;. ... _. _ ,~< .' ........... '........ ..~ ",",' , A 

engineers conducted a>floW' a:tudy -:to. det'eT1ll!ne: ·'tbe: d:tff.ere·nees in 
_.' ..... __ '. _",.... • -... .. """ •• , .,'.. ..... _., ............ ..o-J' ':"'';- ',_ .".;.""../11.,.'.." 'j, .... ;~ ":J 

flow, 1f any, '.be twe en , r.eatr~etec! :ancf,.uru:es:tr!c:te:cr ,:un!t:I~ ~1n LRSI' s . .,. .... _ ... " .......... _. _......... ..;_.~. _' .............. ". , ... ---"0,. ' __ .... ~ ..... ~ .. _ 
lerv1ee area (Exhib1t:.9}. ;:.~ =-:::,::.-:: ..:.::'.: :;:.= .. :',::;,'~,:::~.,;.:~ .;=.:::-:::.;:.."';~ 

.. " ............ <-_"'," ..,' •. -.. ...... ' ~l-"""',""'" ",~., '" "':~ .... 1""1/ .' •• ' f""_. 
In that .tudt sewage "flows' 'vere" me·a'lure·cf_~1tCc:er.tain 

•. ,.' .... _' .... -. ...... _ w 

areas inside .·.the :Le.1.u:e .. World . (restricted) ~ar.ea8,. - ~~low. ... were 
also ~a~ed -1~ "the.~bsi~.-familY ~~~.~1de~e.i~i~·&~~~, .. ~·-~~ flow_ - .. -.' ~ 

_ _ •• ..... _'. . .... ~~ .....,i _ .-..I _. ....".,~ +_..., .......... _. .. ... . .. f>'~ ..... r .... '-.. j....., f ~ .. ~I'_ .. ~ W' 

measur1ns .~u ":~o'O~"!C.te~. f.~r .~ . .?-~~y:.:.~~~~~_I.:. .... :;~~.~.~~ • .:~::~~1_~:~.,:: ... 
vas .in. November<1981. and the second •.. period waS:,in\~December." ,.' ...... .-... - .... ... • ,. _.......... . _ .................. ~ ~."., .. ' .. ~. , ... ~~"' ,,,,' _l.,.·h·· .... · ....... ~' ... " ....,.' .. ' .. ~ ..... "-' _ ...... _ .~. __ ".,~ ..... '-" 

1981.. .Water __ tar I w:te ·read during :the·pedod;:tba.t __ lavage ..flows~·" 
were .~-~~~~. ~~~. :de~e~ ;~be. ;~~:. o.~ .. ~~~~.~~ ~~~ .~~~~.~.:~~~~ ;.::~~':,~ 
The 'basic findings .. are "''''''''rized _in ~abl. l.~lo£ that atudy .. and, .. ,,",'~ 

........ , ..... ' .., ...... , ........... ___ . ...; _''''_'''''' "_' ..... _ .. , ....... I.,., __ ......... _.'¥ 

reproduced below: ":" ~<.. ~' .. '. :::',::~_ :- _ ... :-; :.~, -:: .::,:.:: _ ,...::::. ,':.<.:-

Study Area 

Averas.·:sevage:· F.:tOV':ttate.~':for:-Fou~::'-:···::: 
".>: ... Study' Are.s:·oftHSI::;;·~:· ':':.: ::;,",-:":':. 

, . _. "' '.~. : -:. . ·:.C&il~nS~ ~ . '~.'~:' : ~": ~:~:., .. _. ~ ~:.~brc·~~t of 
. ......., .·::._per· _.:. ::. ~. :G&l1:ona·.~: .~':W4,t,er COtl8U1Dp'tlon 

. . . Dwelling' .,.:".~ .per~ ..... ~~~.::. '-.' -znt'erift! Sever 
Untt .. ·'·Captt.··· --,- tempo,,' 1n Tap-.. ttl 

. :.'. .: :'perDay:' ::peT'- :Oa%,:<': ::. Mid-80. .~ Mid-60s 



':: ::'...:::.:"1:<; ::::::: :.> ~i ;' : ..: :: ;' ,~ ~.~ -= ~) :.-.... :~ ,~ .::. ~'.':: ~ ::, ,:, ~ :.. ":7,:~~ ..... : ~~: .~~ .... 
. Two:' atudy '. ar~u :".r.,:-.el.ct.d~to:·r.{)r:~'.~~ :;,tJl)lcal 

- • ' •• ~.' ,... .. -~,-, ,......, ". ~\ - ..... -"'" ~.. ... I' 

eroaa-.ections ,of _re.ldentl&l"cOUlDanltl.lr;tn.tde~·.t1d::CNt.ide tbe 
Le1.au1:e World: are.';. -:'It1~·e~cb.:~cQ;.u~lty,,~oM; .• tu~;~;~i. repre •• nted 
.n older, long-elt~bl1.~d-~,~e'ldent.i&r ar •• :·,iuCf:·tbe'·other, • more 
recent: and .zpenal~e r.~id.~t1&i~a~.ad.v~io;"i·:i~d;.~~ccupied. 

:. .. ' .-:.:". ~'. ..... ~ ...... ' ~.; _ ........... ' ......... , ........ '.. ..' .'" '. , .. . 'f.: .... ',. It 

within the las.t,:"l.O ".&r'~', ,.,':."~" ... '~.:~' ,.~.~" ... ~::.: ~":'-'~'.:':::' 

Eac·h:, atudy ar~&;"~!~ eb:,~'~~~ t~ough"::a; .c~.e.~ing procedure 
• ~, ...... -' - ......... ~ ". - '. "<,. .. ,- ,....... ,.,.,... ... -.. ' ~~ ~ , " 

under the folloViug~ ~riterl~~::~: . ::.:.' ":.. :: .~. > .' ~:;~ " :: '~~ ... :~:: 
1. The area shou1:d-contain "brtween: iOo~ '.~d 

200 ... t~1c.al. i\'l8le:-fam.11y rea i~euce .• ,to-
a •• urethat pro-j:ec:ted: -flows would' be' in 
a auitable rauge for the' fl~ met'era' and 
would provide.tat·1st ieaire l:!ab!l!ty.: 
Furthermore, thi. nuaber ofuame.~ would· 
enable tbevat'er 1Mter re:ac!ei to- c~lete 
readings in eme day, 10- readlt21lwould: 
coincide with the ~,inDing and';'endiDg 
of se"age flovmeaaurementl •. , .. '. 

2. All the flow from ··the •• lec'ted· &rea ,.iat 
,... through eme lever, with an ace.a-
lible aanhol. to· ,be uaed:' for -_-~.'7;ing " 
ae"age, frOll.th. area. The' unhole"'wbere 
the _ter i •. ,aet BlUlt have a straight.-
run with no incoaing lateral.. .. : " .. : . 

'.' " 

3. The . connecting.' lever: above the~,_a.uring 
device .at ·have •. mild .lope to~ "'U1:'e 
that .pp-roachve loe-it1e •.. are' r ... ocably 
low.. . '. .... " . . .. :-: ~,::' ': . '.:,:;,~: ',",,"::::' 

Only four area.1n·tb8:aerv1ce ~ •• :.dequat.ly.c~11ed with 
~ - .... -." . ....., .' .. " ,",' -'. ~- . - ,,;..;..;p, "", ," , :: ,: .~,. 

criterion No. 3-. Withill.' the Le1aar.World~·.ar.a,,::.c:lu.::tc> the hilly 
terrain. a aild aever·. ioPe w .. ,: 1:11e:'1Io81: ;;,re'tr":[ctlllg criterion 
far .ervice area .election. The featur •• of each stud,. WfJ1:e 
d •• cribed .. follows: 
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_1 •. ,._ Via Mariposa 1. in the restricted custo.er 
.," clustflcat1.on.:and~'Tepresent •. :one of:.,tbe",,',.": 

older .• egmenta of~th~~Lei.ure. Worl~' deve~,:, ~"~. , .' 
opment. It con.aists of duplex .... and~condo-'~-~· .. ' ,.:--:: 
miniumetYl»e' residences ,,:with:,vate't' meters:' .:-: 
serving. more .. than one. dwelling unit and 
several water meters" serving 24"\1nitl'~' : .... 
Thi •. study. area haa. 411 .. : dwelling unit •• :.: .. -... '-." ..... , 

Although having. more units than set,. . ., 
forth in. the criteria, it also-::"haa more:,,····:. "" -:.: .. 
units per', number .of water meter,S ,readable-. ';e 

in one day. The area should ~epresent '&~.'~' 
~pulation with an eltab1:-1:shed:' 'and- ,- ,: i': ,_::, ".. , •• 
habitual:' 'pattern.: of:: 'Sewer~ .UI.. " :' .. '" 

2. Avenid~· S()81~g~:ta "in ,the,' 're.8~.{ct·ed:::· 
cust'omer ,C 1&8s'1fic'at~tou- and yepre"ent~s:'; 
a more ~ecently deve'toped 'p'art~ :'0£' , 
Leisure Worldcontatn1ng, 1.Tge~dwe:l:l'!ug 
uu1ta" each w.ith'.urro\tnd:ing yaTds. ,th,at 
u.ynot be fully irrigated' by' separate 
water meters.. '!hi. study -area eOnt'.!tis 
159 dwelling .un1ta-.,.nd"w.I '.e'leete<f'.~ -
because of it's' potential for 1... ..: 
conservative· vater and· : •• ver, use. : 

3. Pacifica. Avenue '1' in. the' w:reltricted 
cuI-tamer claaa:tficat:Lon -&nd~1."one",of: 
tbeo1der urban, &TeU adJacent: to' .:. 
Leisure -World',.. It conta:tn"159"~dwell!ng 
units and was selected ·bee&Use~lt: ... ,-:' 
-represented an ~ eat.bol iahad· "neighborbood 
and les. ezpeua1ve"bouI,ing.· Tbe living 
pattern in' this cOIIIDUt'tity' wa .... ·.xpected 
to have more children and mothers at-
heme. Thul due to 1 ••• ,. vacancy of the 
hou.ehold during weeltday"basinesl hours.~· . ". -," 
the· area":w.,- expected..: to exhibit::,a:, ,~. :', ...... ', ... .' ''''. 
higher ... prevailing., aidday sewer u.e.. .".. --'.' -. ,.-

•• - w ,,_ ' ..... _ ~._. , :-,,, __ '''~ ,,_ ..... ,:.,;." " .. <~ .. :"_ ... ~.::." .::.. _t;.::.":':,:;.":..~:.:c,~ . 
... - - >' 
.' .. "" •.. ~ L~' 
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- .~: "':".~··:.Georg1a·:'Sue~·Drive ~:l..:-1D::,tba unr.,.tr1cted~· _~ ::~,~ 
customer clus1fication and~u one.of 
the more recentl,,'developect'u-rban-'reai::":: ;?,::::':::' ::.~::~, - .' .. 
d.nt1al are .. ·•· It conta1": 121':dvel11t1t' ::.<. :-.: ' .' ,. '-' 
units ..... Due. to the .. inflated, ·p-rice, of.. . _" .... _ 
housing. it woulcf repre.ent· a-lIOre~" .. 
ezpenaive' housing area •. vbere': a". greater 

...., ... . ~. ,-

portion of. both adult· member. COUld ... 
work during the' weekday. This' would 
l>rovide greater weekday vacancy' and::: 
lower per cap1tal sewer use than the 
Pacifica Avenue area. It .a. a,sUIDI!d 
that·: GeorSi& Sue Drive', would·" contralt 
veIl. to Pacifica Avenue with re'pect to, 
.ewer us. and repre.ent the: recently.: ... ' 
developed ana occupled"p:ort~ton- of th4f. ~ . 
service, ar.&~ ,', " .. -::. ".~.~.,_ .:.' ,<, '.; ~ .. , .. , ,,' ~ .... ~. . , .,. .. 

The restricted: .re·.··.tucU .• d contained-: .sS9:.: dWelling units 
or about 3. n of' the, total IN1IIber:' of-: reatricted·;c'u.to:1Dera: The 
unrestricted area .tudied~·corit.1nei-280::'dWeii-(ng ... uti.1ti or about 

.. L- ~ •• ~ .. _ ....... _, 

4 .S~ of the tot&1.~ mmber of unre8.tr1eted,. ,dwelling units. ~ 
•.• - .... ' ... '~''''-. __ ..... - .. ' '" _ .... ,J' 'W", ... h":~"_''''''· .~:.. 

Becauae: of tbe';relatlvely high ·.evase>flOW:.~in the 
Aveui<1a Soaiega area. a Itudy was unduta1cen to determ1ne:;',bow::-
many of tbea,,'ty,»e',:, ()f·uu1ta-: exiated" within: :the:- r'eatrle,ted 
custOMr:' cl"'s:~~' t'he,:.tud,,>cona.iated:: of. :r'.v.tev11:1g:; water .u.e;,~ln ":'.::":;':'::. 
v&riou.~ mutuala'. MutUal NoI.:..9.:. 'Sl:"; :60·;.:61,:::63~ .. :.nd:::.l0 ~er~ ... : .. ' '::-: 
found to: b&ve~ higher:" tb&n:normal:' water:' ,Uai'::anci' ,are.: "tberefor.e • ;':';":':- .:. 
c011l1derecf t~ ·contribute: 2'00: gallOD.8'~~~~· ,daT':(9pd'):.~.per. :ctve-ll:ing; -:~::: :: 
into the IYSt .. :."· There are' 720:·dwelling:.un1t-':.eontatned ~~,·tbe~ ." .. , 
afore.eut:lcmiad:·autuall". : :In: dd1tlon:.~·:eJtu .. l • .:.No .. ~·:'8~-·69· .. ;:<.nd ,;~; .•. :.:' 
73. contalu1Dg: :about: :t 94:' dwe1l::1ng." un1ta:,.-:.ay~-:bec~.: .h!gb:':' . .".ge;, ::- -:.', 
produc lng~ uu:1ts ·when.': they ·.beco.e.<oce:ap'i.d-;::~ :,~.:: ~~ ,:,,~c-::,.::: ,::.':: .: ~ :> z~= -=·:~:::::c 
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Willa:: V£n:" Lier.;.taff':: proj ec:.t':'eng.ineer:;':ft·c:ommended 
. ...,~ ,. ~"'- - .... ." - I"~.· ~,~. " .",', . ., """ *'. ', .... ,... .,;, '-'. h- .. 

the existing rate~ d.1fferent1al_ of-1SX- between di .... re.tric:t.d 
_, ..... _." _,. __ .. ' ... ~ ... ~ ..... ___ .' ...... _ .. ,/'._,'~ .. ' ,·· ......... _ .... ':,_'4"'" ..... ',.;;'\P'C": :...\, • ..,. 

and unrestricted': custOmer.: group •. ~.be .1:lmin.t.CS; .. ~::.:.He·":"belleve8 
that the current r~te~'.d1f:ferent1al:l:im •.. C:ontriry~.to: .. ~~n 

•• ' __ ~ .' ... r _"',"," • ",,' .. _" ....... .., '. ...,., ~,,' ....... _.,_'! .... ~ 

public views. He: cO'Qtend~~ that.: JD&tl,.cu.tomer.'~·vith!n .. , the 
unrestricted grouP'.:: ~oUi isB.~g~of::~~gte:.~r.on8i~; coa~les, and 
families contr1but i~',: ie.~~ tha~~~e~q~:: .e"ai~~~ar~.~i~d1Icr1mi .. 

... . - ~,~ .'. , ... na tel v ~nal1zed .. - . ""'~' . '.:: - ':'," ;':.;' .,:: .::' .:~:' ::: ..... :, ;::,"~-";-
• r"..... .,:"'" -:k~':.':"'" :". :";,~ I~'· :' .. , .. ,:.'::'~_". ~. :-':-:~:L"'''''::'h :"'-: .. ::.:...: : . ...:_,.-:: 

Witness:' V.an:' Liar: furtheT~: telt·if:led~·t,b&t :~'.".~'" 
1. ThejRC:. TOup~:' ,.tudy·~a'lume,s~t~tthe:~: :,:.,~. 

result·. of: the' 'i_of.t'e·cr '.tudles:- ()f ':' .. ':.:. 
sewage flow" 'of:' four '.malf~ customer:: ,,',:: 
groups are representative for·'al1:·'tbe9

;. "'~ 
customerl' within LBSI'~ I lervice.,area .•. ~. ,,'-

2'.' The . four ,.ltudY'; gro:ap."":'r.p~esea.t:,cl~~er:'·~ :' . ,,~~ .,~ 
test. which d1mWah thelr value . -'- .. ' .. 9 

further." "... , " ~ - -<'., :...: :;: ~, ' .. ;.:- :;":':". ,:" ':>~::. :<" :. :: :,: -::: '.:: ': -::":; 

•• 

3.- wtt'ness~' B~ard~I:.:-va'ter' uS'e 'Itu(!'f:!at.' ot:t:;c:;' :::-~:: ::c ;:',:: .:~, a 
·:of.t!me-l>hue .with ·th.'·~,PRC: Tou~:: ltu4Y;.::;;:,:;-:;E ,., 

C ~ ~ Resolvtlo~ ::: ." .::;'. :---::~.: ~ ::"-'~-,'.' '::-:> :':::';':; .. ~ ~.~ ~,-="" ,~', ;~:~.:: ~o Z ':'';''':::: ';.'"",., 
The: .staff·': cr1t lC::l1111's.:' on:: .the::. ize~ .·and;1·tloc:at1on.. of-·the... .~", .... . ." - . ,~, ~ ~ - , . .t.... .... .... . .... ' ..... 'O.ON 

Itudygrou1>. 'have;' .ome- '-meri1: ;.;.:::: HOW«Y.er,.:. :Do~:<o:n-11.:).~ul~:,; ;~h.e: c~8:t~ :','. :'.:~ 
of a larger :'a&mpllng.'be, .prohibit.ive, becau ••. of:.::tl\e .e~e.r:::.yat~)~::-~:,.~. 

layout, but:,tbe·,re.ults:.ofthe-~··PRC,;'rOUp'S:::8tudy:r~e}.y:'ed.,.~:; ':;"':':~:,: 

corrobOration.":. They were, ,.U1)port.d~ .by (1.);: the::,calc,u:l&t:1on:<~:.~: ,~:. : 
the averagecia'11y. volume. 'entering:·".the:, .• a •• ge :.treat_:n,t>:pl~nt.:.,~.:: :.:.~:-: 

baaed upon. the: four :aample' :ueu: :extended: :to· ,tbe.~:.t.o.ta1:: :po.\'.U;la;i~!l:. :::', 
and w!th: :tbe', fairly: known· :fac:,tora: relative;, to? .cOlllle,:,c1&'1::.:&nd:::::~ .~'~ .... .. ' 

other 1IiIc:ellaneous UI.S and, .. :(2.): :the,"~vater ~~~ .t~d1 _~e.: ~y.:.:: :::..~::.C~ vitu... Bovard. 

•• 
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',':: ,.~~~'c ~~.-~~~~~. :~e~~~;~e~:!~,. :~~e::~ • .:t":~lj(.~~~ were 
applied' .to _the. ent.ire ..• ernce area.~populat.10.n .to;' d.et.~1ne ,.1f, .... _._ ~" ~ 

" .. , ., ........... ~.-... ""_ •.. , ..... '" •. ,.' .: ......... . , ..... J.,. ... ".< ... ;"." ____ .-.'.[ ......... j""",,' .. ~_, .. ~ .. ~,->_, 

the rate. compared. to .. total. H%'Vie .•. ar ••. ~low: IDet.er.ed~ at .... the., .,~' _ . 
- • '. "-. ,.. ., • 'w-" ',. -. • -, ~. " "'.. -- .~..... ". ,f.'" .. ,,,,, _ ".., ....... :~" .. ,' '"'" '~, _. ... I~' '.J _::".-. ~ ,.,.., .,;,. _,' .)_ 

plant. In .the, .follow1ngtabulatJ.on. the .unit ... f.lows .... for,,.the ar..eas .. ,. c, •. . ... , -- .. - ~.. .' .. ,. ~, -- _. .... _a '.,. ...., ~ ".... ,- .. " .' ..., ... ___ ~ • _' ,'" w ... ' .... - -' '"._ .• , I .... , 

were applied, to .. the .• erv1ce ,area populat,ionand: .then .. add •. d .tQ.' .',.: ._ 
coamerc:ial &rea il~~a _us~d by LBs.i ... ~ ~ _ .. ," .~ ~.'~.". ~ ~'. ~~~ ... ~. ~ ~.~,". : .. :'~~: ,~:,~ .. ~: ~ 

~ .. ... Calc~lated ~~iy -Inii~" '.':. :" = ._ . ,~ ... '''' ,_ 
:TO -the' tRSI Treatme'nt Plant'" '".. ... , , .... -" ~.. . -', 

~. -, .. - '-' .... -- ... ".i ........ ". ~''; ..... " •• ' ' ... ~'.-, .," _. :Sevage ·ytov·1tate'···· . - - ' .. - ,~ .. . .... 
.. . ";:"-:', :.:~:": ~'. ~~: ~ ,,'.' '~Ga.Uo~...Pe~r:·~Ca.,.1ta::' :-.- .V.olume '~:':: 

Scurce .. _,' -,. . ·.lopulat:lon ., '", PeT' Day (GPCD) ~ .... _,. i .G.11on~ ~ 
~ ... - . ....... , ......... ' 1.:. ....... "'1 '. " . ...............::..l... . ... ' '._ 

Leisure World, 21,396· 82!.! . i, 7.s'-5~O.O 0 
Willows :::<::.~:":, ~- '::":);-::~> ;~.:-:':::>r:~J.::-:.;:::8~:::-:;.,,,·o:';: .;.: :'':,:,::oC 20,400 
Multifami1.y:,:, ,~,:'S ¥':c: ~",,:4:;692,: ::';':".'~' 'to' r.: .6~:: ~·::-'::3.r.= :::O~;:'~::2 ::29,>,,:,600..:-: 
Mol>ile'.~~ka:~;~.::- ~ -:::: :;: 1,:689:.: :''::~:-:2) : ~63::0 Z:':;::. ~ :;,::.,,-:~;? ... :1:06o.4.oo:!. 
CondOldniuma:·:.-. ;;~;.:\:: :·I3',04~::o ::-=~:.c: .::': 6·J.::':!"1':: :J-::Z7;::O:-:: ~z!):::'::l9b .. -60,O),: 

.. S4ngl:.· .",-"...,...... .~" ,; -;:-":"- 1·6~· 1:3'1:: ~-..r'- .,.,.- '. '- ,', '6~ ~,...'" ............... ,.... ' ...... , ... "'l·,·ft'l.L 300 .... • . cia - .. ~~.I., .... ~ -.- . ....,\.,1 ... ~ • ~ ... - .. L ... "_~,~ _'" ~_,.",.,._ ~.-'IiI¥..,\, ... ..,. w'_,J.", .. "V,&;V", ... 

Subtotal>'" . ·4;7~.20~-: .. :~:.: '~.'J= :::-..::> ':c:- ~~.;:';:;- ~~:;'YA' ~,:, 3;385-;000': 
Co.-erc:i."al :-:: - ":.' ~Factored:;Kin~ .. ~,~ ~ :>:-s.le;;',Cef ;',:. :'.:: ::., :':::;~:~::.:: ::.,-,,' 

_ F.aet~.ed ,Other.·. ~ ..... 22.084 ,Ccf ~.~ .. ,,~.\ ... ,., ,,'_ ' .. _ .. ~", Flat Rate lIi.ti1muma .• ~SIS 'Ccf ,." - - .... , ., - .. ' ...... ~ .. 
. ·T~t.i 23.'120 :Cc:f x" 750 ~"::~'. ':':".':':~. --:':' :~S7t;OOO:~ 
'. , .. - ".': .: -. . .. -:' ': :.:... . .:: ~~ .' . :; .::: 2 ~~:: ,~, .. ::. .~ :-:, ':: :.' _': -: ;,; ':' ::.,';' :. 

Estfmated Flat Rate 109' customer. x : :.·~I·:<: .:.~: .. : ::;.;;,. .:.~:. 

Subtotal 
,.1 .. 785- .lallo~Jda,.'cus.t.OIDe.r. ~ -, ... \~~. ~ ,.'~ 194.600 

.. ~"'.> - '.~.. - .. ,.: ,,~.', .. '~'-'- .~, ' .• '''', __ ... "'-'''' , .. :J ...... _ 

-.':.-~ -:: '.:'.: .::.:_: :'':'~C:2:':-: .:'.';:-":::':;:-.':"::': 772.600 
'''' '~:,.-: ~::. .. ~ ~ c:: .~ '7 -:- 7..~": 2; ~" __ ,,,::: :_, .... ~ t .... .:;.: ~ 

Total Eat1mated Inflow:- - ';':< " " .. ~::: :.~.'::-::: 2:':: .J'::':-::;~.~:' 2'~' ,;;:;:4, 1S7, 600 
->;-:: ;, ~~ ~ .' ; ~ :; -'::'.-:- .:, -:: ... -:. :..;: ."': ~ :.1'': -: c :. ~ (,;: ~'" 

!l Baaed upon tbe'\~"SUlllpt:ion .. that: .7A'YeD~!-d" ·::So.:leg.·:::::·;:: 
repr •• ent. 5'1"·0£ the Leia'ure',Worldt:. ;dvell:tnt'::;':'~ 
unit. (i ... ;·:tbe •• ewer ~flov rate<u~ •• t:!m&ted· :at' ::'''; 
,~ of population contributing' SO -gpc4-::'an(!· 50'1':';::': 
at 122 gpc:d). 
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, ..... "~... ....... ~.. ..., .,~,;. .. -:., _ -'.... ""'J - "':"'.. . ... .,... '" + ........ "', ~ •. ,. ". ," .,~ ...... ":'. ..,., ". ___ , .. I" .-<' -. ,,' \< 'Till --

... ~ The' -above' ·colllputat't'on' . shoved' ·that' ~ .. ervtce· are'a' ~low 
. ",'.,-*-,,"'~.,' .. -"",. , ... ".\~" .. "." ...... -- \~,."'''~ .r .. _·,,_,,~_, ............... - ..... " .t ...... ,.- ..... , ..... ~ .... _. __ ,.. 

calculated with' the" meterecf' aver_se' 'Utl1t'flow 'closely' corre'l:aretr'" "', -, . 
. ' ,. ..... "" , . -'r.,; .". ~ - ,.,... 'r' .':'. " ",'.". ."~ _ '-........ _ .. '.... , ...... ~ .. ~ ........ ,. " ..... _" _ " .... 0»0 ,." >#" .. ' i' _ ... fA ~. 

to the average metered'" t>"tant 'flow ~of "4'.;Z; .t1:1::t01.'18" of'g~l1s 'per" .". ~" .• 
day (mgd) •. 'iowever'~'~hiS:':iDethod: ot~che~1dtig :tbe~'~~1toiiug-:: . ::;:: .. ,,: .. : 

... - '" - ..... '.., _,,, -r" ...... M' - .. ,'w. (' ... _. ...... ,' .... , "- _"'" .• "",. _ ~ ' ..... ~"'Io ... , ... , .... ,., , ...... , • 

results 'is 'not' prectse'.s1nceptant, flows vary "seasonatly' 'and~ ... , - _.,' .. 
. '. ~>. (- c..... " ~ I .• '. 'I ~.". -. .. '; , .'. "": _....... ....... ... _.. .~ __ • ~ 

in response to changing socioeeonOllte·~.nc:t e'nvtrom.eutal:' 'cond'tr10n"~""""-
patterns. The method 1s!r1f~t:1~e~~ti:·t~at:~.n1t~ed values 

~ • < - " '." ~, .... • ~ • ~ - .... 

are relatively close :to "tlie"ayera:ge"-va1ue~ ornov-cfiaeharged to-... .... ,., .... ~.' ... 
the plant. If the :aetual:<.unit ,£low values differed by more than 

• < ' ..... .' ~ ......... ,~- - '\ .... ,... ...... -~,... ~ • -' -, .. - .... -:- .- ... _.,-, .... '::.' 

101.--for-:the ant1re-populat·loft-.:.-t·he- p1ant::';f,lov~'Would differ bY.·' _'v· ... 

0;3; ~mgd\.: ~ .. ~ ~:3 ~ ,2',: <:.: ~ :: . .:~~~ .. ~~ __ ~:;:~: 
: :': .. ~ "~ Donald It. Howard,: ::supervising eng:!neer and: project ;; ..... '0..:.:.:: .... ;-

m&-oaser ·~&t Stetson ~uglt1eeu. IftC •• w.s rat'afned by PCK to'~,prep&re.:;.;:': 
& .coat~of-serv1ce study on -lllSI (Exhibit "~8J;).': In prep.ar1 .. ut:.h1.<_:c.;:,:·~ 
report Witness Howard re1ied~ in part on tn~ qPRC TO\.1~8 Itudy:.::::-..1ie:·;;::-c::' 
ali,o_ .. c,~~~icted a study for :the rain,. .ont~~~~ 1980 to- d~'term1ne:~::-:~:::.: e 
th.·~amOUnt of water used by each eustOM~:c"l.U:s. He letee:t:e,d'::.:2 
vet months because .that: ,,'should ~:."heft".tbe.":laqe:st percent ~of:: ":=--=I.:,~ 
vater delivered to:tbe.:~~t;;~r. ~,1 •. ~e~~e~:,:a'i:,;~ewage. The 
re~lt .. -of this st,idy .;~ s~own ~ln:Tabie'):' of'~!Xh1b1t SR.. Ris 

.' ~ u ... _ .. '. • ... ............. ..... __ ~ \ow. ~ _ .. !- _ 'Wi ... 

comparison of the results of' his .tud,. and the PRC Toupi study 
are u fo-llows: :: ::-::~:::.O:::'·.::~ :2':':: 

"' ..... :.';. _. _,. ,"' ............ ~ .... "I -',_ ' ... ', ._...... .... .......... ":. :', _ .. 

,··--"::'-:,;~~···Tbe PRC Toups' ·stu'dy,.heved:""t:hat 'to'~ "'the 
.: : .. :-:-" unrestricted customer class the return 

flow varied from 77% to as%. Since the 
fJ' ", .. _ ...... , ...... ~.~ 

•• .-4.,. -"_",.._' .... 

. "unrestricted customer class uses its "'-::.::';:::: ,;"::':;'.::;";:.,: .::.;,:;'::' 
water for both irrigation'outside the 
home .;and. :f.or .. ~i~n~hom~ ~;.u~es.t::_:i:t,,:,.c..arl:::be_ -:::' •. :"; ::..::: '.);:},::.,>?: 
e~pecte:d tha:t ,'·a':sma,ller.-:percen.tage'.of:-"; ., ~~ •.... -....... ,,-. 
water ,retu,rns: ,as. ,:sewage'''ev~n .. tbou9h.·the ':-":'~-";::: :,~: 
actua.:l~V:ol\lm~.~~':S;.e~ag:e;.)~i.~~:i~_e·~i;;;.;~·.~·;,~" ::;-~( 

, ,I'>~-"--~ .... ~~.!II' ... "", • ,-'''''''-,,1:- .. ~ _r,-J 
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•.• ... ' .' .- T' ~.' ". _ ., ". ~ - ..... '~ "" /', ...... - 1'1' "I ... f'... • .• -' _. -:.,.. i'''''''-' _ -. f.. ,... , ... " .... .,... ..... "" "' ~ .... 

· If ,the 8~" ahDw11- 'iu' the PRC Tou".".tudy" vere _'H_ 

· a~?,lied;', to- the:'f1nd1ng: 1n:,hia:.wateruae~<: ::..:.,: ') .~.:,.~,:: ::.,:,,-:::~;: 
study for the. re.trlctedcu.tomeT. cla.a, of ,". ~ ." 
151' gpd' per dwelling un!t~ it' c'ould, 'be-"" . ,"." .' 
.'tfJuted, that r2!' g'Pd :wouid. enter .·the.' ..... 
levage Iystem,. The. PRC Tou'P' .tudy 
indicated 116- g'Pd'~ 'rhuI.· it "ould·· .eelll, 

· tbat: the· PRC Toupaatudy atldthe~vater-
ule .. are within reasonable accuracy. The .. 
PRe TOUl)' Itud,.' lndicates that the levage- .,.-
flow 11 . about 2'00- gpd< per' dwelling': unit"': .:-, 
within the 8ingle-famlly dwelling. unit.. _, ' 
The vater use Itudy ind'!c'ated' that 271~ 7' .. 
g-pd t>er dwelling" Uti it, entered:' the .it1g1e~-· 
family· residenee • ,Tbi •. .is a rea.onable . , .. 
ratio, in vie. of the UlOUUt of rain tbat-
fell- during'· the:. vater. uae: ,'tudy.' .: -.:- ... 
The PRe Tou'Ps- ItucSy 'ind·leatel' vatu' use:: ' .. ,," '. "-
of 445. gpd . per- dvellitl&· unlt. ,durlng. , .. 
November and 309' gl)d" per' 'dwelling" unit' 
during· December: at Pacifica :Ayenue~" .." 
Simile figure. of 400 ,Ipd· and. 319: gpd , 
.ere found for Georgia Sue' Drlve-.:· Thi," 
i. .omewhat hl,her than in hi. vater UI. 
ltudy;- however. no rain fell during the 
PRC Toup. Itud,. period' 10 that a higher 

. --' .. -~ .~ 

_"' , _. r 

.. 

. "ater' eon'\1IIPelon:.bould~ ·be:.~ected· .. , '.::,' 
:U~~:~.!~~e:~·r:,~~.l~f:ng~ ~~~.: .. :, .. ,.:.' .. " ::::: .. , :: .~. : 
Wlt~·.~'·tk,v&ri".· :co.t~of·~,.":[c.~':"tudy· "."l)li.(f -the-·:·::·":····::··: 

PRC' T~P" .tudi~~at&: ~O: ~ci~~l~; .. t~·voi~~fac't·o~~~~ru.;~faetar~·=~:~ . 
18 u~ed t~~ll~~t": a .jOr :~~:t·~i·tBSlt:a-'i~t.l~:-~~.i:":oi·~ •• rric·~· :,:~ 

.• ~""''''''- '~ .... \"'~ ',,.. ... 1'7" .. :;· ..... ''' .. '") ..... ', .. ,. --<looT' ~_, .... 4/10_ ...... -; 

amons customer el...... The COlt' aIfOc'''t'!ou''·proeedure. "followecr" ,.-
by Boward were straightforward and reflectlve of the ~ic data 
input. the eud reault of hi. ltudy :La that the co.t to .ene 
an average unre.tricted dwelling 11 4~ sreater than the cOlt 
to .erve au average r~.trlcted dwelllng unit. 

-39- -,-;.~-
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'1'be ~~e90ndeT:ance"of the eV,idence fav~.~.ret.nt,lon, 
+ .... ,_.7 .. ~, ':_' ..... _ ,:.. ' ...• '#"' _ .,..J~.:. :.\~ .... .-••• ;: .. ""'!::"":;).: .. \' o('I'\~f~ '~): .. :~ ;..:, 

rathu than el1m1nation-~~of>:a:.rate.':d'ifferent'1.-1.,:::None~he,le'8, 
.',- ,'~' , .................... ,_ •. "I'~ ..... ~ -~'. - .... te. _ ... ~~_~ .... _~ .. ...,. .......... , .. 

the limitations plaee:d~ upon: the-'b&8ic:"':PRC~ To,ups~ study'" because 
'., ,,,. -,,'''' ....... _... ~ ............ -,,_ .~, .... _ "'''' .......... ,,,, h" ~",".I'... _ .... -::,' .... ' ..... 

of the sewer system· la1out.~ the,: iud,1cat,ed:::h1gher •• wage:rate 
per capita in the Leis"rre~. WorlCr- &~ei::~r.f~~,.b.iitor·Y;L .:nd~"Pe~b.a~8 

... "' ..... - .. .... ......... ....... -. • 't. ~... . .... ' _ ,.~, _ .~. ,,) • __ .. 

other ratemaking factor,s-·militate ·aguns,t,,:increa'.1ng;-tbe,:·present 
rate differeTlti&l •. ·We, "1if~tt&er.f.ote: ret"l~;tbe~'~re~ent;'; 

~', .+ • - .... • -., '" - ............... '... - ' ...... - '. ,.,...)....... ... ... ~ ... 

&?proximat:e1y 151. r:a.te': d.ifferen.t1:al~ beateetC the-:,\1nre,.tr~1c~ed 
• oW ,. ..' • .. ~,. _. • _ ~'" ', ... ,,, ,...... _' .. __ .. _ • 

and restrieted cUl-tomer· class.if1:cations-- ~ .. - ~ . - ... ~-" 
• ... , • .. r ~...... .' ... "".... ~ .' ~...-

D. Rate S~read: and 'pO •• ib-i.; itefund,; : ~ ~,: .:> .: ~"'; ~,,_. ~, :,;~; 
The design .. o( I.BSt'. authoriZed- rat'e': :r.·fl.ct's:;':': 

-- ', ... ,\ , ...... '~".~":::-~ :.~~:, '~~'.'" ".l~,:· .. ' ':-' .. ~ C ... ;.-",,:·,-" 
(1) holding the surcharge eonstaftt:,.:~ (2)~·;apl>ly.1ng·:~lrtu.a.~lY the 
same s>ercentage increase. to- eac:h C.la.s ·of:.:, :.erv.ic:e:; aDd ~~.:': 

(3) retaining the range~' of~~froiD.l~ .. lS"::to':r~i,t:'('ound~~'r.~soD.ble 
'... • _.. .,.' ...... ' .•• ' ~ _', _ .... :......~: ~y' :',"r' " 01 <.. .;' ... ;:.s.... -: ·.:·.c.::::~.' ..... ~.<. 

in D .. 88079/D. 91182, lupra. .. -:,for .t:he-:: .rat~f.O:of::,t:he.: .. r&te:~.fo.t'; 
unrestricted family .~~.{d~~~~e~,~ ~~:·~~~~~~:::#.~:~;f.~t~:t~;~~i~~ e 
family residences..::' ._ ~.:.: ',:' :,::";. ,,":;_: ::;~,.!'.::; ~~;,,:":~:~:t: :'::':;'; .. '~\='::': :::.:: 

Of the $ 34:0~SO O":i'n'creas'e:, ~~9-: ~l %''')~or<S'5"S;;;''io~6 r~e7s'ii~1:s :.:. .. ,-~,~ ....... ~ ." ..... ' .. ,~.- ,),.'- .:..:-.~-:-~ ~,,~:;,~,,~, =:c'.:r"':.·:- ~/ ... ~ 
from ER'rA. compli&t1Ce.,,~ Aa-.preY'lousl,..~.'tate:ct:;::· :.tbil:-:,,~:~1~,n.-of 

... 'P'" '.' ..... _ ... r,.~ • • ;,' .... _'t' ... ~>." r .. ~., J' .... 

the increue will be eo1:1ected"lUbject'~ to~'refuad l'end.1ng·& 
.,' I" " ......... , . ' .• ~tolj • ,_~.cc .,. .. r I" 

determination ,of the manner.., if an'y.., in' ·Wh~ic:ti- revlaiona~ to. the 
. -"~' "" ' .• "" ~":.. ~ , ...... ' ..... -~.' ~-.""" -.- ...... : ',. :'~ ~;J' ,:.~' .,~.- .. ,::.~ ..... ~;;"'~/I'::~~·~. 

aurcharge ,method of financing.. the CPCFA. facilities .CT elimination 
... , .... .- :. ~ : ,- ,. '" • :.:'~ " ":"., '" c<'~, .. ~ : •• - f'·:.,:': ·~!C· ... ~~.-,.'''',.':; ~':.- ....:..:.',,":~ .. :t ""::"<.:.'::::..-, ~-;.~"'" .: ..... '~ :. f~·,·,· 

of the_.s:ur,charge, .,ltoge,~her, .could reduce LHSI '. reve1.'Ne requtre"- .. , 
, •• ~ ,,"<" .. " ._",' ~ .... ~ ~... " .... ~ ." .". -' .:. ;-~ .. -, ,.:~ ::.;. ,>.~~:: .>' ~~.: .:' ;~~ :¢ _ .:, :. 0 = ~.:: , .. ~~:;. ;~.' . .:: 

_nt. and yet :re.ta1n, ,,!R'!A _c~11&nce.. -' ' ........ " ... ,.'.,~, ....... ,.. ~'-~'=: A~~_'_';~A"::'.·'':;''' __ '':~ :;';:~':I:- -:>r~'"':: .... :~.':.~~\::;::._;:; ;,!C(:,::;:.~::. ~::.=~~ 

-.. ,... .. • __ - .. 'wi 



A.82-02-15 ALJ/nk 

VII • R!QCES't·.F.OR:'::IN'I'!R!ST,:.~ON7!FP'I.llENT:: 
DISPOSAL BALANCING ACCOUNT - . 

LBSI 'a, balancing_account .. WA •• atabIl.hed by:~-;9-l-l:8i~':: :~.: -:. 
sU~&. with"no ' p;~is ion for' l~te~;it '." In ';thi.'~ .,,~i 1~~tion . ~~ 

'c .,' . ,_. '. ~'"' ,. " "::-:_ ,~.<:- .. ,-. -' ~'''. ' '"-:~\"'.- ... " ....... ~..... ..-.. 
LHSI. seeks· author1ty.- to.modify, the·, Effluent 'Di.~i&f-Coat"""" . ",. ~-.. 

, --' .On· '" _,' '," •• • ~ •• ' ,.,' .... ~ "'~ •• , .... ' .:-.• :.:t~-..~,: .. oiF, .. *·"; ,'" 

adjuatMnt, clause: of . its tariffs.by providing that interest'·' 
il tO,'be added to· ~v~~~oli~c~~~~._.or,.~~~~~~~~e~~~~~~=~~~~t~~:~~~,~ .~:.~ 
Effluent Di.po.al. COBt.Adju8-tment. Account •. The interest rat'e~"- -.' 
aoulht~ to~ be ~1~yed1s th;'Fed.:ral R~.~~~~~;i co~~=la.i: ~:-: ,.-::. 
Pa~r Rate, 3-mo~th' h-lme'~' l'ubl:i.hediDo~thl,. '1ri.F~de~~i i~.erv~:· ;::~ 

, . ''''~' _' _.. .....'.1... ~ '':''.,.. M. ~ • ,:.:, .' _~ ........... :., ' ... , ... \ .... '" :-+'1 ,_ "'~."'" ,_.., _ ..... 

Board S:t&ti.t,ic&~ Release.:- G,:-l3_ ,v1~h montJ:lly c01D"ourid1n'g.~" ~- -' ... .. ' .-
.. ~,. or_ "', _., - .. - .' ..... ' _. " ,>, •• ...... .,.:, .:,;', ... - 0 .... ,.,J r ~.... .... 

The staff recouaends tbat LBSI'. reque"tit ·to 'include 
-,"',~,;, 

interest be denied; &t this ~t1me .•. I:he. ,',taff po,int. out that .' '- ,.-'. _,. _._ ,.'''' .. , ....... ".~" ..... '~ .... '_.~ :;'.:. .. ::,".":=;~ ..... ~,iI*'';~~<II' ,.., 

(1) b&lancing account: I't'oe'.dure.~~for ~ •• t~-c~nlea:: do~ "not 
include an inter.',t pr~iai~n:;: ~,(2j'· :1t'.1.: .TeV1etii'ng :tboee " e .. '· pr'ocedures ~ and 1)ut:ting' ~t~~tbe; :.1t~ :'drAft :,.£;Jd'.j": an~: ;recoaDenda-
tiona; and (3) it. draft .tudy and recoa.aend,at'ton.:When ready 

~ " : .' -::::':' ~. " .. .. -". d,' - .. "... .-, ... " • I'~. .. ~ ... "w.. • 

vill be made availableto.the'Califoruta ·Wat.r-'}a.oe1&tion for 
review and c oaaeut. ~.- : ' ,-::" :::.': '.', ~. :;. ~; '~~ .':;. ; .,' ;.::- ~' ',: : . ':: ~,: :"~:;'~ 

APP&r~ntl~;-lt,;"~!8' t~.i~f'~i::~;!~£;:~~i LBSI 
"I .1 ..... ' ... ,.~.. ~,~.-.. :'_'_: '~"~.: :-,,:~,~: 

.boule! 'be .ccorded tbe.: .... _tre.tment.~.1n::r.gard· to-, the inclusion 
. .' u r'. _..... • ~ , ...... ,.... , ""... \,. :" .. ''. .. ::" 

of 1nter •• t in 'balaflC:Lng.:: aCCCNIle. t·":: ••• ,'water ::coapan.:1es • Since 
.ewer utility 1I&tt;~.~&re,:. ".lgnecr;eo.: tbe~ 'taff :Whlch worb 
primarily on :".t.r'~ut1l1t1e~'~"lUch-=f.for.;.tr.at~,~t .hould~ be 
less burdeuao. for;Wr<i1mit.d:,it:df:·;·:'W.~,;;ilf:-rij.ct lJISl t

, . - - .. ,......... -' .......... _,-........ _,' ... - ,.,;.,...,,·~v: ... :_,"'_· 
proposal at thia time. . " ~:;~C~ 
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ViI:I~~,,:·;y..INDtNGS::ANI)~':CONCLtTSI.()NS':- ~' - -.~ ......... ~ ... ,...---, .... ~ . .,.,..- ... -.,.". ....... ,~ ~-,;. .. " 
-~~-.~,,", ..... <~,~ '" --'/~\""":.~ :'~'.Z:<:2:C 

Findings of Faet, ' . ...... __ ~.. :.,4-~'::"._.: •.. :'~' "'l.'·~.". --.,. ~ ~c"""'""t'-)""'"",,. ~"'_ ... ~.,_~. '~ .... '" •• ~""'""""~ 

1. LRSI:ia in need-of addit!onal-'revenuea;';"but-t'he rate. 
it has p;~po.~d-';'~uld~ pi-od~ce' an::.xce •• :r.ve rate':: o'f '=returtl:':: ',:' .,::',:"::::~ 

2. _, The--&dopt~d-: e.tim"~~;::'ittT.bi~:~:of:'operattng;:~'revetlUe.;':~::': 
". "':":' ': :-~~. _.,. .'~,",; ,"." ...... ":;'-'" ;, ....... " ,",,,:":', jIII.- .. ,,~. ..;,. ':" -

o~rating~,expet\8es, and 'rate b&le·re&.on.bly~inC!'icate,:,:,the:r .. wlta:::.;, 
of LRS-I_' s - oper&~io~:~~ fo~:t;~t:- ,e~r·i983::,:'Bec.use of the:.uil'); '::': 
rate base':' fO'r ~~ ~~t~~ of' thl~: .·1~·~" 'tils1·:'·:'operiting:'re.ult8~'':'':::::: 
in tbe.,tle'~r" f~~Ure~:' a~e ~~e 'S~8cept:1bie:t() subat'ant'{al d'e1>arturelc~' 
from' pr~jected 'le~~l~ t~n:;the~:ut-riit'1ei~::- ,~:-' <:':::'-: .. :, ':. :::7 -:,~:.-~.:,'~," 

3.. ~e":~~.d~pt~d: ~.~~~e~.!~T&bie~~· ful'iy~ ~ly:,;,tth2 : -:;:,:::, ERn. ", ", -,,- .. -,' ,':, ~', .,,:.:,.:~: :'::,-::' ;",:')-",:<:=:;:)~,-= :::':::.:::,:; ~~,:':;:: 

.' :~. :'-X;epr'eei~t1~~(e~";'e 'for~ :'i-ateukfng: :;'::~:~,;, ':": :", ,;,~~: ::'~: 
-- : purpoa'ea :1nc:lude ~~tra1gb.t:,-l:11le; dep,r.e~-;_ :~--' ~,. . .' ."' 

c·l&tiotl. ·ou..the CPCFA.fac111t1es. " - -'-'" -,' 
Co~llterit- with ·thil~reqdrement:-, :tbe~"- ::.:,:=:~'." ::.' 
~co.t o£ ',the :f&C11it1es--·are,·lncluded .. ,~ .. i b " ' . -- .' ~. :::- -:;~.-::'- :: :::: ~ 

. '-. - ..... "" n ,r&t~,.&~~.,~,=.~, " :: __ , , . ~:;,-.. :,: : ::",,,:~~,,.,~. . ~. 
, J>. ,'!'he -ealeulation. of federal it,'eome. t,4X ,~, expense -for ratemak1ng parpoael'-eabr'aee" J 

:.,.:. -

.traight-line depr~ei.tio1l on the, :,'" :_:.,-:-: -, 
f.c-i11t,ie.,em~loying t;he .ame life as 
that in item, &. 'above.""- ' ", ~."" 

" -i. 

c. Any tu'defer-cal"reiultlng"2from· :.:; ~ ;-,.:;,: ", 
d·1fference between the: method --of~, . . ., ~, 
cOlll'ut1ng deprec1at,ion expenae for - c' - ,-,'~~' -

d. 

actual federal lncome'-tu"pur1'o.e~:':·" '::.:: .. :;: '~': ..... 
a'!1ct. the-'method :of computin&:depreci&tion.., .... ~., _,'." 
expenae for ratemaking purpoles i.' - -... ,'-._, - , 
reeorded in a reserve- for·deferred:-~::':.: ::':-;',.;:-:-.~,:' •... '- .. 
taxes. ",_ . ..-., .. ... 

• ""'..",,,,-.., ... ~.,. - 0, .... ' 

LHSI'. rate ~e i. reduced by ITC OD 
the facilitie... Th18 reduction 1. to, 
be re.tored ratably over the u.eful 
life used ~ computing devreciation 
expenae. 
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• ,. <0 - ... • ., " _ ~ r 

>-4'. -~ ':Tbe1t1ereue :-ili' :LHSt ':i 'revenue i :Te'.uiilng frOri ~!RVt'" 
- "'.. ............ . .... "", _" ............. , .... _ "j,......... -., ..... "'"" _. "':)0 • ~ ~.~ '. ........ .... ".\ ~ ~";.o:t ....... 4IIt, -. -"''::''' 

compllatic:e "1.-$65';'20'0". - ,. 'It', should" t)e. 'co1:1ec:ited ~'lUbjeee '""to refand~'''':' 

pending a determlnation of the manner, if any. ln which rev1lton.·:'~ . . - ~:""-

to the surcharge' athod -of financing the"CPCFA ~fac'tf:tt:{e8" or ;,~", 
el:1mination-'ofthe lure1:iarge:.ltogeth.T-,£cNld~ reduce' :WI ';I'~>~: <.:.". 
revenue requirement and yet reta1n ERTA cOllp-11anee-:~~=-::':::'··-:'0.:::"'~:.:--~;:--~;;.. 

s~~ The 'co~!l.tlon 'of :&cJopte~d 'qu.rit;tt'te.:~nCr:;tbei·'·;d~~.ted 
tax eaieulat!ori are eo\it-.in:ed"'~fO:"Ap,;endiX~~,,~·O:;:the;"d;etslou:"~~::" .~. 

, 6·. ' A rate ~of~'.turn'''ot:12: .. ·'0~2:~···on:USi''.:'':raie· ~ •• ·e:~for:·:,;"; >: 
. - .'." .>''-''~''_ ·1'- -"-' ", ... ~_,- -,.~"", .. -.' •. , .... ~. '.-1'~-'""" _<01\ .... '"., ... ,._-.;· ,.~', , .... 

1983 and 1984 -!s ·re&son:ab!e~'The ~r.t'at"d'returtCon ~c'01IIDOU" • ,,_."" 
~ .., ..... "., .. "._~,.- ........................... ,_ ............... , .'" .-•• ;' ••• j' .... "".~."7'" ~"' •. ~:~ .",'* .... ;;.("":<,J ....... __ ..... ~" .. . 

equ!t'yu' 14:75%:--Tb.!a"v:tl1.' ~equ!re' an~!ncr ••• ·e -Of-$-3'40~500:-' .,:. ,'" 
or 11.49 %, in. atmua1 reveDUe •• . ~>::: ~;: ;. ::::":":' .:\7 ~_'3 .:.: :::: ~':'jf',,"tI.~,~ :--.H:: ~ .. :. .:;:-

,: .• " ".»" ... '.' ... -, ... '-. ..... ." ,. ",.,." .~ ....... \,,~~ .... ' '.' .... 1·, ~:-:--:j"" ... 
7'; "The -adoptee! "rate-apread'.- tncludln~"tbe' retel1tioft of' 

h ........ , _. ", , .......... ":: ... , ...... " ... ' "\~"~..... ., ....... , .. p.r-• ... , ............ , .. , ............... 10..,._- ......... ',.., .... __ .. ,w._". 
the 'range·-of"from·-l;-l:5:~<> 1:17 far '-the·ratio·'of the '·rate'.'-for -" - ~---

j .... '. " • -. .. .. lOt .,. • ~ " ... 

unrestricted ~f_11:y r.':lde1ic·e~":to,':the ':rat.,.~'for::':r •• tilCiee!'::C':' -~~:: :-:.' 
family re.ldencea. is reasonable. 

r;f''''''- "'" ._ .... ..., .. ,.~.' ,.' .... _ .. ~. '''c ", .' .,:_.,.. :~' .... _, .... ' .•• -'":'"':;"." '~ a.. '" 'USI' .hould-be"accord'ed:·'tbe '.cae"treatment ... ~water 
: J' " ........ '........ .. ....... "oJIII .... ~.' •• ' _ ..... ,...~._' ,- .... ' . .., ..... _ ...... \.~, .... .",.ff- ~".,_ ·";"'i'. _J" "." ',~-,.\,\, ........ t_li: 

C'omp:.an!.'1 . under' . our -'j'ur:tad'ictlon ~:tn regard· t'o:·t,be -tnelu.'toQ '-of - .. ".~ . 
.... ~ ..• _ .~ .•.• L" ' ... ,.~ . ~'. ", ... -.. ~,,, .... , _. ,. ............. J<"~,,~ ' .... , '" •• __ ~.. - ":'-..... 'I> ,''''' luterest' 1:ob&lanc:tng account~ ~~' '-J .• ~.--- " ~ ~ - •. - -' ......... ~..... • ,-

___ ... ~..... ~.... • ..... _. "."''' , - .... " ....... - •.• " ... ~... .... .' ~ .... __ .......... I ...... , ... , ~ '\ _... , .••• """ "~._ 

9. --tBSI"1 "Ser'1e.' A. f1r.e~mortlage'·boad.:'-beeOlDe- c!ue';"'~'''';-'~- ~ 
.. _, ...... c,. """ -, ~ _' ........... : •. ', ,_,. ,_ .... , .• '::. . , ". _ ..... """ " •• ;._'. :\.. "'''',,, t' ....... ,. ..... . 

October L. -1984~" - The rollover' 'of 'th'1a debt v rill: -affec't the":" .. ' - .' ,.' -
COlt of LBSI' I capital uaed in :tlW '~fair' 7:'at'i ~f:r.tuiii'=:' -:::-~:: ::0 ,,:,:: 2': 

• - ' ..... "' "r'",- __ "",.. '. ""','" _)- .... "'0 ............. <t, .' .... , ~. !'" -- .. "."',, ........ , "',"'" ..-," ."..,;,"7'"'.f 1.'1· determ1'D&'t:l:on..;' - - .. - ,,' ... ,-' '. _. -'" - -' .' .. " -" " .' .,' ~ '," " - .-'" * '.. _ ...... ,'-0 

10.:' ·-~Tlie'~·~.aactment ;of~!RU "a.'-~fOr.".en'::&t~the·=t'ime'~-::)~'~~': '::'~ 
D.91339', w,ra, "as 1 •• ued. .':"::.~: .<:,-:: ::'~ ::«: ,~::;~ ; ... ,: :':'':;;0:-::: :: :;.:,"'7;':-::. 

it;-"· '~y D;9ij~iBsICY •• ·:·r.qUtred·;:;t~~~,. •• ou' a1:t~tlie: taX 
beneflt.of::the"'~CPCF~':f1Wi:·.d·~;roj'.'ct ·!to;;~h.,::r&t.Ji&yer;:=:) ':'c':;; :.::-;;.:. 

..,.''';{ f~}... .u\o>t( .. It. _",\~:.~Io.~ • -... ~'" .., _ ..;!,. _ "'" .... ~. _ ...... ';.J 
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12 ... r-·lt . .1.I. in. ·,the, .. be.st . .interests ...of;'" .both .,.the ..2!&tep&yer and 
• ,-~,,,,,,,, .... ,~Ior ...,. ..... I •• __ ........ ,,'.J' ... ......... , .• ., -..( ..... ,~. "'" ..,..~ ... \ ...... _ ..... ~._v __ " ..... _ _ ".... ..", 

~I ';.for.: ~I. .:t~ .~~l:1f.J)~~~:; :tbe:' ~~~ :~n~. :~Il'C .o~ c:~t.~, ~;~~t-:~~~ :,,~=,: ~ 
pl&1:lt .... ".~4""~ ........... '_-...... ~. ,-'! . .., •. -," ',"" _~._,~."~_ ,1t..~ .. - :\.,~. -~""-".,.. ... ,-.-L'~'! .. ,., ""'~"'.~" .... ,.. .... 

• , •• , ..... - ....... ~ .,-~ ........ '~ ,,-, "": < ... -4".~ ..... '~ ,. ~ ',,, .• ,"100, .... ............ -v .. ~' ... __ .-...;;,.,,;. __ .... ~;I_~,.) _.010 tI~ ••• • •• """"" J"-. 

13 -.:' ~~ :~~~~~ ... ~~~r~e~.~. ,J.~ ~~~~ .... .:: -=-~d ::.c:~g.e • .:1~~r: ::,,;,.;.'~ :" .. :-:::' .:<~ 
authorized .• ub-ject .. to. refund .,by-~th1s.dec.1 • .10n.,_.l!e x.a.onable. ..... '.~~'. ~ ... 

. • '-_.'_ .,< ..... ~.".- .... _ •. ', -.J ... l' ...... ~···i ~ .•. , ... "'.Jo ....... _., .... _, ... ..--~. __ ~ ... __ ,.~o, __ .. _ ... , 

Coneluslotl8 of IAv#'"._ ' "~,_ .... ,,.. .-:~ ~,.- ... _ ~.,.",,.,.,,.. ..... _, .. ""'_ .... <,~,_ .. ~_~ ..... 't~jA, ........ J7."~""'rr.'I' •. "",,_ 
... "~ _'_.,_..-V ...... , •. ' ...... , .. ' .... JI.., .If ..... ....... ~ ..... ~ .. ,'" .,;A_ ... J ......... __ ,"' ...... __ '.- ...... /.'"_~_ 

" 1 •.. ~:Ibe .Ado,pted ."~ates. a~e:-1n .pArt .... ,u1>je.c:.t "to;~.r..e.f\1~d" ar:e 
•• • ...... ' ... -. -' ,,- ... .,- ......... ,',. ....... ,, __ _ ·_ .... 1 ... _,.. ,· .. _'_ ..... ~ ........ ·<o', .... v_ J",., • .... 

rea.onable .. 0'0 .that _b&sis . .&nd~nond:isc:t:illlin.tor.y ... and ~.c .• uae,~of. _ ... ." 
• ,''''.: ............ _.- ••. '-' ..... "r .,-.. _ M"" _'. \.' .' .... ,... ...-;, " ....... ~ __ 1 ... '_ '.-.- .: .. ,. ",' -.A' __ -.,I_w .......... ~-' 10 ...... ·._ 

possible, "refund and ,reduction .should: be .. author:1zed~on, .an. i~ter:1m· 
basis. B:oweYe.~, .this. i8 :.~,~1~al ... order -ritb:~ie~~-~~t ~~;;':tb~ .. ~: .... ~.:. ~. 

- '". -~ ., _ ... _ ~_ .. J.... ...: .. ~_' .... _ .......... , ....... _' ... ',~_ •. ''''.V' ___ ~ ... _ ... ~'-''''_ 

determinAtions made ,in J~.inding 3 ,.b.~ve. and: .. ou'r ~other .determinat,ions .. 
~. - ..• " - , ,~~ '-" ....• ,.... ...... '.. • ..... ~ - ' ......... - • • • r- c "'1'- ' ....... .., ..... : 

to achieve full ERTA compliance., . ~,.,","' __ ~ .. _ ...... _., ...' _~ 
" .... -...... ~ .. - _ ... , .. _- ...... -.. ""-, ".. -;.,; 

2. ..1) ... 91339 ... upra,..· .bould: now."e. "deemed··,mod.1£:ied· .to- the 
•• • - _ ... , .' M " • .". ....... "' .. _ .... _ ~ •• ,,~ , ,,.. .. ' .... T " '.' _ ~ .. ' _ ,_ •• ' .. ' ....... ' .... " ,_1 ..... ~ .' 

extent ~necess&ry "to conform·, to-.. ERTA... ·~Tbe· .pee1f1c'_1DO,d.1f1cat.1otls .'. "' . . '00...... ....'.. ... ..•. -, ......... , .. ' _ ...... ,_-. __ -. "-___ ....... ..., .. ~ __ ... ...1,"''''''''_ •. '." ..... 

accompli.hing.. that.end,·,will .be ~fortbcoming,~in ~a. ~~t.her ._,.,_._~ _-.n ...... . 
~.- " ..... + ............ _ • .", .... "-•• , .... ,' "" .~ .... " .. ,'" ..... ,," .... _1,,' __ .. ". __ '''_'". ........ Iy~_ .... _\_."~ .... -I-~ 

Coumi.aiou order,.. . . - , " -
.. '...:·'_~:':h~:·:·;-::'!·J~ ~"..: ,~;:;~=-~~~",: ~,,:,:~,,":: ~ ...... ':::':":: 

3 •. ,.LRSI abou1d, t&ke ...... t.eps.",to:;b.:ve,..r:e.,to~.d._tO: It.-:XrC ,:' 
, ...... ,." ',.", _.,' _ .... .J,_~ __ _ " __ ', .... !-, ...... .J ... ;_, .... , ___ .... 'J ". __ 1_,_;,,1 ............. -.ItP._ .. ''''' 

benefits .prev1o~.ly .paid. t~.tbe, tr:u.t.e ... in~c.omp-li.n~eM ... ~~h ":D ... 9.13;3:9~ • ., 
.... - ,. ,--.- ............... " ._"'" ~ .. ,'" ..... > ......... ~~- .... ~"'''--, ... , ............ ', .... ...1 __ ...... ~._ ... ..,. ._ .. ~wr_ ......... " ... _\ .... _. 

4. LHSI should be authorized to .f.ile,~.n .~.d~ice .. 1et,tet:" .. ,_.:, '" ... . 
.... ... _,,_ ... ,.~\i ~ .... ,. •• _ ........ ~ .. ,\_I.!- _ ___ '_'" ... ..,.1' ... '._ 

requesting.an increase ,1.ll.r&tel .. to,.offle.t. the.tmpact" ro~~tbe c 
rollover of it~~·S~~·le. "A~f.ir~t·',:~~~gag~,~·b~~;.Jd~~ -cktot;; L; : ... ', __ ,~,A, 

, • -- ~..... -, .... ."........ • • ... , '," ...... ..- - ~ .«,' ...,.,~" ~~ ........ ., ~,I _ _ .. ~"'~..,J '. _ ~ _ ~ •• ~ ~ .... __ - "-0/' 

1984 on the authorized, r.&te. of return.. ., ,.. ' .. ," ~ . ~ ~,~ "'Y':"'" -" '" •.•. ,. __ 
, ....... " ... ' __ ..-.' '" , .. _~" _. _'.~~_ "..,,~ __ ...... __ N,.~_ .• lo.t~ .. _.' ...... '_._, -.. ....... ,' .... ¥J~ 

5. LHSI t. reque.t to have intere.t added to overc.o:lle.ct.ious.·,. 
* ..... - .... -' ... _,-... --"- ... ...., 

or undercol1ect10na ,in the .,Eff1uent. Di&:l»O •• l ~Co.t .A.dj.uatment ~.-
••• - -- ... ... , ~, - • r~ ... In..,, .• ~.~. & ..... ~ I" _ "0- .... .., riA ..... _ ....... ' _ .,........" ........ " ....... ~ 

account should be denied at this time. 
.. .~ ._~';""' ... ~ "~~ :~..;.~ ... t'P" ., .. ;.=.;~'~~ (.' 22:40~ :-:;'" : 

6 .• ,:, ~~~ae ~f. t.he:~~;~~E:-:,-:De.e~;.:.fo~::.a.!d~t~~~~~ ~~".~~: 
and for compliance, .v!.th -ERTA, ~.tht ... fol1ov.ing \or.d,.'r'~.h~ld~::be .. _, v:. < .• ,.. ... 1". 

~~ .. ,"+0 _·, ..... ~tI"" , •• , .. ..p_ .~ ..... _ .......... _ ... , ... I,.J ... _ ... _ ........... ..., ......... ...J ........ -.; _ ....... I!II"If ___ : .... :;).wI 

.ffective today. • 

, ... ". 
-,~.:~ 
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'"'-'i'~ IS~~~~ -~~~~-->: ;~:;':"":::::: .:;:-;':: .r' .• ~ ':.,,:,.::-:==,~-:.:-::,,:,~:::"':':,: ~:, 
. \ ,. .. 
~ .I"! ,. - .~~ ~ ''''. ~ ......... " ... _ ~ __ 'j 

1. Lagana Rills Sanitation. 1m:. (LHSI) is,"&uttiorlzed·to'''-'-··· 
• ,', "~' ,.. 001·' oj- '-"'...., ••• '.~ .',. _,. ... _........ , ... ,' ...... "'1 

file ., ... effec.tive, t~.1.. t~, ~.vi •• d 'rate .chedUle.~~ in. ApPc!ndix A. 
.. • ... ,_ ", '.,' • ., '" <~ ,. .' :, ,\,'-"....., "..' • I·, • " ~.", .01, ,,-:' ...... 

The fillng shall comply with Cen'eral-Ord'er-'6. The- effective 
date of the revised schedules shall be the date of filiug. the 
revised schedules .hall: a~~ly only to .erviee rendered, on and-
after their effe~tive date. Onee the reviaed .chedulea become 
effective'. LRSl: sballbe ",bound by the refund requiremetlt 
preacribed'in F.inding 4,. above .. 

2. lJISI 18. authorized to file an advice letter. with 
appropriAte work paper •• requesting an locrea.e in rate. t~ 
offset the impact of the 'rollover of ita Seriea A firat mortgage 
bonds due October 1. 1984. The requested incre .. e .hall be 
reviewed by the staff to a.sure the requested: 1acre.,e off.et. 
financial &~trltion only and vill not reault in LHSI'. exceeding 
it., authorized rate of return .dju.t~d for luch attrition. 

3. D.91339" dated February 13, 1980 in A.S9033 il deemed 
1DOdified to the extent aece •• ary to conform.· to· tbe Economic 
Recovery Tax Act., 

4. UISI ahall take .teps to- haYe restored to· LBSI the 
iuveat.eut tax credit benefit. previou.ly paid, to· the truatee 
in compl1&nce with D.91339'. 

5. LHSI shall notify its customers of the effect o,f 
ERTA as set forth in Append:ix 'c.. Ttlis notification shall be 
completed within 60 days of the effective date of this order. 
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6. LHSI' I request to- have-1"'1nterea:t-,added to- overeolleetlona 
or undercollection8 in the Eff~~~'t D':'1~~~~1 COlt Adjult'IIlent 

::.::~::::;' '::::Ir~~':::::C' -,- ----
account 1, ,~~~~~d • ,,', , _ ":" "", ~... _, _ _' .. ",'" r. ."',~, , ~'11!~,s" or:'der .!i 'e'ffectlve';t'o~&i; -, _ .. :-:. .. __ ..... ::);-;:::>~~. _ 

o· . 

,.~.' - .' -~""''''1''''-· .. '.-.-',., .... Aoo. ..... ,.-~ ..... ",,_ ,.- ... , ......... ,~~-• .,. •• " ..... """"' ... ~'":\ .... > .. ~.':' .. " ' .. DateAd·-- Decembe'i -1 5; ·i9'8t~'··; -.t'. San Fi.n~c"£ae'o~; -cattfoni't&: 
." ~ .. '~. :..:..:::.:- oM •• .J_ .-. ¥. ....." .... ~~ ,<~~ ;~ ~~::.';..., ~.~:.: ~=':':I .~ '::::..-: ~ ;:::~ i1:: ':J::: -'" "-_ ... ·· .. i 

.. ~ ... ,,,-... _'fH> ....... ~ .,.."' ..... ",.., •• ... ~~ .,.", ,. ... ..., 
.... ',;¥--, ... ,..'" ~.- .. ' • .,.,... ....... -< 

-~.~ --,,', t' ...... "" .. _ ..... _ 

"., '" ..... 
.... ... r,~ _ 

v~,~ .... ':..:--,,' ---
~" ,,. , .... -_ ..... "'.' .... 

"ll 'I, "0- ~ ... _ ...... ,~ ":. 
_ '_ • • '.fl _i __ • '" _ 

... " •• ,~Ii.~~ .. -. ..... -
....... .1_; ............ ' ... .... 

-.............. 
• ~ 1..-1'_ ~Io.,. 

..... -...... _-., .. , 
...... ' __ .. _ ......... __ u ... -... ,~ .... 

~<.\,'.<~ ... ,,"'. 

_ ;o...j'~" • 

- <::.;:,- . ~ .. 

1'",,,. ; ......... ;","':\~,.1r -'""-------

-46-

.. ,. . .. 
• , , .. " ... r· .... If ... .,. ...... ....., 
......... '_ .... ....J...;_ .. ,.,' ... 

0': 
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APPDmIX A.. 

LAGUNA BILLS SANlTATlat, INC. 

Applicsbilitr 

Applicable to General Residential Sewer SerYice. 

El. ':oro. Laguna Rilla, R058lDoor Leisure World and ricinit,', Oranp Co'lmty. 

SCHEDULE NO.1 

GENERAL m:5ID!m'IAL SERVICE 

Unrestricted Famil1 Residences(U) • •• • 

liestrieted Famil1 Reaideneea (R) • •• • 

$10.39 per month, J)er :residential 
dvelllng Unit 

$ 9.00 per month, per Hc.dential 
dvellingUDit 

SCB:Ent'JI.E NO. 2 

COMMERCIAL AND INDUSTRIAL SERVICE 

1'he basic service charge: 

Per 1.000 gallons of sewage discharged ••••••• $1.290 

Per Cd of sewage disch.arged • • • • • •• $0.9.6·5 

eI) 

(1) 

el) 

(I) 

• • • • • • • • • • • •• • • • $95.95 per acre-toot (I) 



e 
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Page 1 
IJ.GO'NA m.I.S SANITATIai, INC. 

~ARISQ{ (R' RATlS 

The folloviDg table is a comparison o! the rates e!!ectiTe OD-l/lJI82 
and those proposed tor 1983 snd 1984. 

· : Current . Proposed Rates . Adopted Rates · . . 
· : Bate5 : : · · Item : 12.§2 : 12.§~ . 1~4 : 12§2 : 1~4 · . 

¥l/82 

Schedule No. 1 
Unre~ricted S 9.25 S 12.58- S 13.47 $10.39 $lO.39 

Restricted 8.01 10.88 11.66- 9.00 9.00 

Sehed1lle No. 2 
Minimum S 9.25 S 12.58 S 13.47 $10.39 10.39 

Per 1,000 gallons 1.15 1.:;6- 1.67 1.290 1.290 

Per Ce! 1.17 1.25- 0.965 o .9GS. 

Schedule No. ~ 
Reclaimed 'IIIlter 
Per acre-toot $85.42 Sll6.oo $124.25 $95.95 $95.95 

Bates shown do not 1Jlcl.Ke Cali!ol'Dia Poll.utiOD- Control :r:tzumcing 

A.uthority surcharge vbich is adjusted azmualJ.: on April 1. 

· • 
• · · · 
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LAGtHA B:II.I.S SANITATIaf, INC. 

ADQPrEI> Q'OANTl'l'IES-

Number or Services and Wa.ter-Use ietennce 
l'or Rate De..,ign 

Sch~ule No. 1 

Unrestricted 
:Restricted 

totaJ. 

Schedule No. 2 

Jti.D.imum- :B1ll 
Large nat iate Bil.l..s 
A'Yera.ge 1,000 Gall.0ZI.5 11 
Larse J'actored :Bills 
Average 1,000 Gallcma 1I 

Total. 

Schedule No. , 

Customer 
Effluent Salea-Aere-Feet y 

!rotal. 

Grud !rota! 

11 A'ft%'aP Amlual Vater l1aap 

7,965 
15,,41 
23,30& 

250 
120 
622 

205 
1,100 

575 

1 
350 

1 

2~,882 

8,184-
15,494 
2~,678 

271 
127 
622 

2l2' 
1 1109" 

610' 

1 

~ 
1 

24,289' 



• 
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Net-to-Grosa 2.055 
J"ederal. hx Rate 46~ 

IAGCNA m..I.S SANITATICJi, INC. 

ADCPl'ED QUANTITIES 

State ~ax Bate 3.6! (tor both test ;reArs) 

t7neolJ.~ble5 Rate O.~ 

DE:HAND per Mar.rH CCMMODM ANN'OAL. COST" 
sc:El:I)'OIX W hp kVb Dema.nd Commodit: 

A-7 300 2100000 15480.00 ll99~1.00 

GS-1 10800 162.00 1009.04 
GS-2 20 z.oooo 912.00 2389.20-
PA-1 604.5 9J.S600 7254.00 60685.97 
PA-2 418 ~2SOOO 188l0.00 166461.75-
TorALS 70R 1$ ,5991LiOO 

A-7 300 2l5OOOO l~.OO l22786.5O 
GS-1 10800 162.00 1009;.04 
GS-2 20 ~ 912.00 2:589.20 
PA-1 604.,5 955600 7254.00 6~337.17 
PA-2 418 2975000 18810.00 169307.25 
wr.u.s FOR 1984 6131400 

SUMMARY ~ EDISat RATES tw CHARGES APPLI~LE TO UlSI 

un:t'i!ln ~ 1/5/82 
~ Bn.t.ING 7Ac:oRS S .05866-
scm::DatE A-1 

DDrAND ( pm ld( ) S 4.:30' 
<JDmW.. ~ (pm kWh) S .on6s 

SQIEDUI..1: <lS-1 
MCIf.rSLY CBAllGE S 4.50' 
GEREW, BAn (PER kWh) S .04797 

SCBEDCIZ GS-2 
DDWm (pm kW) " s ,.80 
GamW.. IU.n CPl:R kWh) S .01427 

Sc::a:EDOI.t PA-l un CPD Bp) S 1.00 
CDERAL :RA~ (p!:R. kWh) S .02082 

SCBEDOLE PA-2 
DDWm CPJ2 kV) S '.75 
ca:zmu.I" IME (pm kWh) S .on4,5-

Tot8l 

lJ54ll.oo 
lJ.?l.04 
3301.20 

6'7939.97 
182m. 22 
39:3094.96 

]J8266.50 
1171.04-
3:301.20 

?O591.17 
188U:Z.2~ 

lt01447.1& 

5/3/8'2' 
.04,546. 

4.~, 
.0116,5, 

4.50 
.04797; 

,.80 
.01427 

1.00 
.02082-

3.'75-
.on4,5 
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APPENDlX B: 
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LA GONA BILLS SANnA 'l'Iaf, INC. 

· · · .. Item 
(Dollars. in ~usanda) 

Operating ReTenue $3,305.1 

pcpenses 

Operation It Maintenance 
Adm1:a1strat1Te & General. -
':axes Other':hsll Income 
CCFT 

Subtotal 

Deductions from· Taxable Income 
~ax ~ciation 

Interest Expense 
SUbtotal Deduction 

Net ~ble Income (ca-r) 

CCft. 9.~ 

Net hxab1e Income (F~) 

Graduated. !ax Adjustment 

~ 

~otal nr 

(END OF APPENDIX B) 

179.~ 

2'+6.9" 
426.2 

391 .. 1 

37.6 

$3,305· •. l 

2 r S2S·.4 

138.2-
246.9" 
385.1 

394 .. 6 

lSl.6 

o 
l61.3 
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APmmIX C· 

Bill Insert tor Le.gTma Bills Sanitation, Inc. 

S65,200 ot the recent rate increaR granted to Le.g1ma Bills Sanitation, Inc. 

tor 1983 vas mad.e neeeuar:r 'b1 changes in tax lava proposed by the President 

and pesaed br Congress. Thia. vas the Economic ieco'9'er.r Tax Act of 1981. 

Among its provisions .... as a req,uirement that ut:Ui ty rate~yers be charged tor 

certain corporate taxes even though the utility does not have to' PIJ" them. fhis 

results from the va:y utilities IIIaY treat tax savings from depreciation on their 

plant and equipment. The sarings can 210 lonser be credited to' the ratepayer 

but I!lU5t be lett -4 th the compall1 and 1 ta shareholders. 

For a more detailed expl.anatio21 of this tax change. And a stamped ael.!-ad<1ressecl 

envelope to: 

Cons=er .uta1rs BrtUleh 
Public Utilities Commission 'SO McUlister Street 
San Francisco, Cl. 94102 
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APPENDIX D 
Page 1 

LAGUNA HILLS SANITATION, DC. 

Development of Revi •• d Ca~1ta1 
Ratios and Debt COlt Factor 

1. 4fn debt/6C1t equity from· Exhibit U, Table 5-. 
2. $1,151,333 Average BAlance S.rle. A Bonda with 6-.381 coat 

factor for year 1983 from· !xh1b-it U. Table 3-. 
3. CPCFA Bonda I1t due Kay 15, 2000; Balance aa of December 31, 

1981 $1,8851000i Slnld.ug Fwd Requirements for Years 1982, 
1983, and ly84 ~3S 000 $35 000, and $40,000; Debt Service 
Reaerve $244,450; $1,832,500 average balance and $1,58a,O~O 
average balance net of debt a.%Vice for year 198~. 

4.. $220,787 unamortized CPCFA bond ezpenae a. of December 31, 
1980. 

(Items 3 and 4 above derived frOli' LRSlf a 1979', 1980, and 
1981 annual report. filed with the Coaai •• ion.) 

Computation: 
1.. Equity. ~ x debt - ~ z $1,1S1,333· $1,727,000 

2. Revised debt • $1,151,333 + $-1,588,050 • $2,739',383 

3. Reviled ca~1tal ~at108: 

$1 12',000 
Equity $1,727,0&0 + $2,739,383 • 38·.6.,: U •• : :z:. 
Debt !f,739,383 • 6-1.3n ,466,383 U.e: 60%. -
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APPENDIX D 
'age 2 

LAGUNA HnLS SANITATION, IIC. 

Develo~ment of Reviled Capital 
Ratios and Debt Coat Faeto!" 

4. COlt Factor for CPtFA. 'Bonds: 

$1.832,SOO x 0.11 -+- $220.78:'1; JO yea-r, z 100% • l2.971. 
$1.832,SOO - $220, 78.7 ~ 26 ) 

., 
s. Reviled Debt Coat Factor: 

Sl.1S1.333 x .0633 + $hS88 ,OSO x ,1297 x lO~ _ 10 2~ $2, 739; 3· . 

. (END OF APPENDIX 0) 
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APPlm)IX C 

Bill Insert tor Laguna. Rills SaJli tation,. Inc. 

S65,200 of the recent rate increase grsnted to Laguna Hills San:£.tation, Inc. 

'for 1983 vas made nec~58a.%7 'b1 chall.ges in tax lavs proposed by tbe P:resident 

and pa~ by Congress. This vas the Economic Recover,y 'rax Act ot 1981. 

Among it.s provisioZl8 vas a requirement that utilitY' rate~yers be charged. tor 

certain. co~rate taxes even tbo~ the utility does. not have to P83 them. This 

results from the ~ utilities ~ treat tax savings from depreciation on their 

plant and equipment. :'he savings can no longer be cndi ted to- the ratepayer 

but must be lett vi th the company' and i u shareholders. 

For a more detailed explanation or this tax c:harIge, send a stamped seU-adc1resaed. 

envelope to: 

Con~er A.tfa:i.rs Branch 
Public Utilities Commimon 
'50 McAllister Street 
San :rrsnciac:o, CA. 94102 

(END CI' .APP.OO>IX C) 


