Decision No. 5“55Y7() .
BEFORE THE PUBLIC UTILITIES COMMISSION QOF THE STATE OF CALIFORNIA

Ig tge gggter %fczggFépp%ic%piod

of the THER] RNIA WATER :

CQM?ANY for an order authorizing (Féggélggzig§é§?§356%g$5.
an increase in water rates in its amended November 3, 1976)
Cen:;al Basin District. ’

Guido R. Henrv, Jr., Attormey at Law, for
applicant. '

Daniel M. Conway, for Park wWater Company,
interested party.

Williem J. Jennings, Attormey at Law, and
Ernst Knolle, for the Commission staff.

CPINION

By this application, Southern California Water Compaﬁy

. (Company) requests authority to establish rates in its Central Basin

District which are designed to increase annual revenue by $671,100,
or 16.G percent over the revenues produced by the rates in effect at
the time of filing based on test year 1977 operations. In addition,
Company requests step increases in rates averaging $56,300, or 1.2
percent in each of the test years 197¢ and 1975.

: Public hearing was held before Examiner Gillanders in

Los Alamitos on November 3, 1976, and the matter was submitted upon
receipt of three late-filed exhibits on November 17, 1976. Copies
of the application had been served and notice of hearing had been
published and posted in accordance with this Commission's rules of
procedure.
' Oral testimony on behalf of Company was presented by two

of its vice presidents and its manager of the Rate and Evaluation
Department. The Commission staff presentation was made by two
engineers. Two customers attended the hearing, one of whom presented
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.testimony regarding rates and service. Financial testimony and
exhibits were incorporated by reference from Application No. 56157 =~
Orange County District ~ received on August 31, 1976.

General Information

Company, a Califormia corporation organized under the laws
of the State of Califormia on December 31, 1928, is a public
utility rendering water service in various areas in the counties
of Contra Costa, Imperial, Los Angeles, Orange, Sacramento,
San Bermardine, and Ventura. It also renders electric service in
the vicinity of Big Bear Lake in San Bernardino County.
Central Basin District
, The Central Basin District is located in south cemtral
Los Angeles County and derives its name from that of the hydrological
basin ("Central Basin Hydrological Area”), underlying all of the
'éervice area of Company within the district. On December 31, 1974
Company served 35,991 customers in this district and in addition
water service for public fire protection was provided by 2,149 fire
hydrants. Company renders service in this district in 17 munici-
palities and in uwnincorporated territory of Los Angeles and Orange
County (approximately LO customers in Orange County).
, There are three tariff areas in the Central Basin District.
The separate tariff areas result from the gradual development of this
district internally and through acquisition. The latest acquisivion,
Coast Water Company, was authorized by Decision No. 81743 dated
August 14, 1973 in Application No. 52919.
' There are seven Separate water systems serving Coupany's
Central Basin customers. Although these systems are not physically
interconnected, they operate as a single entity for water supply
purposes.
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The water supply for the Central Basin District is obtained
from Company~owned wells, a leased well, State Project and Colorado
River water from Metropolitan VWater District connections, and minor
purchases from neighboring utilities.

Under the terms of a water rights stipulation and agreement
approved by Decision No. 68316 dated December 9, 1964 in Application
No. 446lL, Company's pumping allocation in the Central Basin
Hydrologic Area is limited to 15,438 acre feet of water per year.
However, not all of the 15,438 acre feet is available for use in
che Central Basin District, as 2,455 acre feet is assigned to

upumpzng plants of Company which produce water from the Central Easin
Hydrological Area but deliver water to its Southwest District, or
have been preempted as "pool requirements” as permitted by the decree,
leaving a total of 14,976 acre feet available for pumping in the
Central Basin District on a normal year basis. All water requirements
in excess of those allowed by pumping must be met by purchased water.
ﬁ In addition to transmission and distribution mains used to
gupply water %0 its customers, Company also has water treatment,
storage, booster pumps, and other awdlliary equipment at various
locations in the district. At December 31, 1974, the original cost
of utility plant in service in the Central Basin District was
Slh,553y500, the depreciation and amortization reserves $3,5.40,200,
with net plant of $11, 013 200.

Rates

The bazic present rates for this district were set by
Deczsion No. 82741 dated April 16, 197L in Application No. 5376L.

The Commission authorized a rate of return of 7.90 percent on rate
vase and 12.56 percent on common equity for the test year 1973.

Since that decision the Commission has authorized the following
offset rate increases:
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) Increased
Resolution Expense

Number Dated Effective Qffset

W=1573 6-18-7L T=1=74 Power for punping and
puap taxes, S45, OO-

w1707 L=1=75 L=6=75 Power for pumping,
’ labor, and property
taxes offset by a
reduction in purchased
water cost, $50,700.

W=-1743 6~5=75 7-1-75 Purchased water and

| punp taxes offset by the
full effect of a reduc—
tion in federal inceme
taxes covered by a
temporary increase in
the Investment Tax
Credit, 31677 500.°

.Rate Proposals
' Company proposes to inerease and consolidate the three
general metered service tariffs into one and eliminate the special
metered tariff. An increase is also proposed in the private fire
service schedule. As no Service is now being rendered under the flat
rate schedule it will be withdrawn.

14
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Results of Operation

Witnesses for Company and the Commission staff have
analyzed and estimated Company's operational results. At the hearing,
Company stipulated to the staff results of operation shown in
Exhidit 1l4. However, Company belisves that for ratemaking purposes
Exhibit 14 should be adjusted for later informatioen regarding certain
costs. (Exhidit 5.) According %o Company, on Cctoberl, 1976 its
costs for gas used for pumping were increased. It expects a slight
increase in its cost of purchased power. On December 25, 1976
Company will start paying its employees an average of 6.8 percent
more than they are now being paid- As of October 1, 1976 the Company
began paying & 278 percent increase in its liability insurance. The

. effects of these increases are shown on the following table:
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SQUTHERN CALIFORNIA WATER COMPANY

CENTRAL BASIN DISTRICT

Punctional, Summary of Earnings and Rates of Hetum
CPUC Sealf Report, Adiusted for Later Information

. {Dollars in Thousands,

iffacy, of Fohibit U Adjusted
GPUC Staff Report Exnhivit 14 Adjustment for lLatar Infarmation
Preseat Rates Proposed kates For Later Present Kates Proposec Kates
Itm Fatimated Ymar Fatimated Yanr Tnformation Fatimatad Yaar Zatimated Year

P24 prxil & N3
Operating Reveruea 3 3,965.3 34,626.9 $ 3,965.3 3 L,608.5

Omntig Mues

Purchased Water 9.5.8 5.8
Pump Tax 2724 272.6
Powor for Pumping 250.5 250.5
Chemicals - 10.0 10.0
Labor - Direct 399.3 399.3
Common Cust. Acet. Labor: 7.9 27.9
Common Custe. Acct. Jupplies 20.5 10.5
Common. Cust. Acct. Postage 32,5 32.5
Common - Cust. Acet. EOP Rantal 13.7 13.7
Uncollectibles . 16.9 19.7
Mvertiamg 3.5 3.5
Qffice Supplies 2.8 12.8
Injuries and Damages a2 23.2
Pensions ang Benefits L6.6 ' L6.b
franchise Redquirements 0.2 03
Regulatory Commission 1.5 L%

Dues, Memberships, and
Enployse Expenses 2.0
Rent p 1.9
Depreciation and Amortization 289.9
Property Taxes : 3325
Payroll Taxes 26.7 28.4
Street Pranchise Taxes 61.5 5247
é‘i.locaud Ceneral. Qffice 32.923.9 9.1 139.0
her Expenses 2 20uls - 2200/,
Subtotal, 39d20e2 T3ed 3 '-'-93-7

Svate Iacome Tax Foald (6a6) 275
Federsl Incowe Tax before ITC W57.1 (3%.9) UL.2
Investment Tax Credit gg.g) - (48.2)

roa%::m ;c‘:onacu ~ass —_,"Z%% r::-? ,;;3?7&
Net, Operating Revenus ‘ 988.2 (34.6) bib.Y 9.7
Rate Base 10,470.3 10,470.3 - 10,470.3 10,470.3
Rate of Return 6.50% Fulelells - bamh 9.07%

9458 W58
272.6 2726
25Lels Riels
10.0 0.0
1‘26-5 L26. 5
9.2 ‘ 29.8
10.5. 10.5
32.5 32.5
13 -7 ' 13' 7
16.9 19.7
35 ‘ 2e5
2.8 2.2
0.3 Qa3
518 518
0.3 0.3

Leb Leb

[ IS B o S R B U B Y A 3 BN I I |

2.0 2.0
1.9

289.9

2325

1
1
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.Rate of Return

Any rate of return determination necessarily requires the
welghing of a number of economic intangibles which are difficult to
measure by stavistical comparisons. It devolves upon the judgment
of the Commission, after weighing the evidence presented by all of
the experts, to determine and set a fair and reasonable rate of
return. (Pac. Tel. & Tel. Co. (1968) 69 CPUC 53.) It was the
testimony of Company's expert in investment banking and utility
finance that a 9.73 percent rate of return on rate base or approxi-~
mately 15 percent rate of return on common Stock equity is‘needed
vo enable Company €0 Sell its shares at a price which would not be
punitively dilutive to the present stockholders and destructive to
the narket for Company's common Stock.

The staff's financial witness recommended a rate of return
of 9.15 percent on rate base, or approximately 13.33 percent return
on common Stock equity. We have considered the arguments advanced
by Company and staff and adopt as reasomable a rate of return of

.8. 85 percent on rate base, or approximately 12.5 percent return on
pommon stock equity.

Company has requested step increases in rates averaging
856 300 or 1.2 percent in each of the test years 1978 and 1979 in
order t0 cover increases in rate base which historically occur
¢very year.

The staff financial witness in the testimony incorporated
by reference opposed the concept of step rates for financial attrition
as originally supported by the Company. The record is silent as to
his position regarding step rates based on increased rate base. The
staff uses a test year to measure estimated future year operations.
Table 1, Exhibit 16, shows a continuous increase in earnings per

share, thus the recommended rate of return is sufficient for the near
future.
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It is not necessary o Set rates in this proceeding that
would automatically zrant Company a rate increase. If circumstances
are such that Company needs a further increase it can avail itself
of the numerous options open to it.

A rate of return of 8.85 percent applied to the adopted
_ test year 1977 rate base of 310,470,300 requires an increase of
$603, 400 over present rates.

For purposes of setting rates, we will adopt the Company's
1977 estimated results of operation as shown in Exhibit 5.

Service.

The record shows that there were 23 informal complaints
£o the Commission from the district during the period January 1975
shrough May 1976. Complaints on file in applicant's office by
Types arec as follows:

1975 Complaints to Company

Billing 781
Pressure 183
Dirty Water 126
Taste and Odor 35
Miscellaneous -

Total 1,125

According to the staff, Company's records indicate that customer
complaints received at its district office were quickly resolved.

Most of the complaints concernm dilling; service Ls satisfactory.
Conservation

Company started its conservation information program in
1972, which consists of adverticements in the local paper in all
districts. These appear about once a2 month, and they are highly
specific. The advertisements provide the customers with definive
education, for instance, on how to read a water meter, how to check

rd
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for pipe leaks, and how to check the notorious water thief, toilet
tank leaking.

In addition to the advertisements, the Company provides
bill inserts with the same information. It is well aware of what
happens to most Hill inserts that are included with utilicy bills,
S0 it attempts to design those inserts to have a little grab. When
& cuStomer opens the envelope he will see some ideas that might
intrigue him to read further. If he does, he will find the kind
of information that is conducive to lowering water use and lowering
water bills. Much of the advertising and bill inserts have been
related to the emergy conservation idea of reduced water volumes.
The advertisements stress that it takes electric energy aad sometinmes
gas energy to pump water and 1o boost it, and that any savings in
%ater use autematically reduces the energy needs of the community.
This is the program that Company has followed in the past and intends
to follow in the future.
‘ The Company believes that its program has resulted iz
reduced water sales, whether looked at from a recorded basis or a
tempera'cure- and rainfall-adjusted basis. Company plans to continue
its current program as it has produced good results. Company has
éther pilot programs that it is working on now in preparation for
the water conservation case. Company believes it has had an aggressive
éonservazion progran and that the recorded results prove it. Company
will continue that program, plus others as recommended by the
Comission.
Rate Spread
‘ We have conciuded that Company's increase in revenue reguire~
ment, dased on our adopred 1977 test year results of operation, is
$603,400. Company and staff do not agree on how the increase should
be spread to consumers.
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. Company has proposed a general metered service schedule
with monthly service charges based on 2 cost~of-Service study ané
inverted block rates. The staff recommends, in accordance with the
lifeline principle, that there be no inerease for 5/8 x 3/L~inech
meters for the first 500 cubic feet per month. By Decision No. 86708
dated December 7, 1976 ir Application No. 56157 - Company’'s Crange

County District - we adopted the lifeline type of rate schedule.
We will do so in this matter.

Findings )

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

2. The estimates, previously discussed herein, of operating
expense and rate base for the test year 1977 reasonably indicate
the results of Company's operations for the future and a=e adopted.

3. A rate of return of 8.85 percent on the adopted rate
base for the year 1977 will produce a return on common equity of

. approximately 12.5 percent. Such rate of return requires an increase
in gross revenues of $603,400 which amount is reasonable.
: L+ The establiskment of a lifeline form of rate is reasonable.

5. The staff's rate spread is reasonable and should be
adopted.

6. The increases in rates and charges authorized herein are
Sustified; the rates and charges authorized herein are reasonable;
énd the present rates and charges, insofar as they differ from +“hose
prescribed herein, are for the future unjust and unreasonzble.

\ The Commission concludes that the application should be
granted to the extent set forth in the order which follows.
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() ORDER

IT IS ORDERED that after the effective date of this order,
Southern California Water Company is authorized to file the revised
rate schedule attached to this order as Appendix A, and concurrently
%o withdraw and cancel its presently effective schedules. Such
£iling shall comply with General Order No. 96~A. The effective date
of the revised schedule shall be five days after the date of filing.

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

The effective date of this order shall be twenty days
after the date hereof.

Dated at San Francised California, this _ /{47

day of FEBRUARY, 1977
| bQ M M 0-5 S }.;‘;':,“-_::-:" R ETesident

Moo hiours y

Commissionoer

Commiscioner Vornon L. Sturgeon, boing
necescarily absent, did not participate
in tho disposition of this proceeding,

-1




APPENDIX A
Page 1L of 4

Schedule No. CB-1

Central Basin Distriect

GENERAL METERED SERVICE

APPLICABILITY

Applicable to all metered water service.

TERRITORY

Portions of the Cities of Artesia, Be¢ll, Bell Gardens, Cudahy, Cerritos,
Downey, Hawaiian Gordems, Huntington Park, Lakewood, Long 3each, Norwalk,
Paramount, Pico Rivera, Santa Fe Springs, South Gate, Verzon and vicinity,
Los Angeles County and portions of the City of Los Alamitos and vieinity,
Orange County.

RATES

uantity Rates: _ Per Meter
e

Per Month
Firat 500 cublic feet,

mr loo cubic reet LA XN ¥ N LE R E NN N FEENFNENFYNEEFNY S 0.2%
Over 500 cubic feet,
per lw Cubic fect (A E A N NN N NNENFREEEFFENFEFFFYFEFEYFENFEFPY)] 0-302

(Continued)
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APPENDIX A
Page 2 of 4

Sckedule No. £3-)
Central Basin District

GENERAL METERED SERVICE

RATES - (Contimued)
Per Meter
Service Charge: Per'Month

For 5/8x3/b-i-nch meter LA A AN RN R EN R RN EE RN RN RN NFEY N S 2.75 (I)
For B/binch meter (A XXX R A EEEXREEENENYEN YRR Y EEY N Aﬁ.25
For l-i.nCh meter ..'-....--...-.....;.-I.-..l... 7.00

FOI‘ l-l/z-i.nCh meter A X TS E NN NN RSN NN RN 10-m
FOI‘ 2-2..nCh mtcr S JvesPssatbasenrrevesT R saadaryes 16-50
For V B-inch meter LA A R R X R NN XN RN FNEFNEFENYFEFYEEXE] n.w
For LU"inCh metcr SodsadvsnasssunsvsssssINCaTrTORRS 14.6-00
For &inch meter LA R A RN A XXX RS EEANAE N ENNREEE RN NN 70.w
For 8=inch MELer scvevsscvcevrecccacncsceccnenas 115.00
FO!' lO—incb. meter AL XXX RN R N Y T R RN Y Y PNy 165¢w

The Service Charge is a readinesa-to-serve charge
applicable 10 all metered service and t0 which is
to be added the quantity charge computed at the
Quantity Rates.




Schedule No. AA-L

All, Districts

PRIVATE FIRE PROTECTION SERVICE

APPLICABILTTY

Applicable to all water service furnished to privately owned fire
proteciion systems.

TERRITORY

Rate A - Applicable within the Orange County and Central Basin
Districts.

Rate B - Applicable within the Barstow, Culver City, Pomona Valley,
San Gobriel Valley, Simi Valley and Southwest Districts.

Rate C - Applicable within the Arden-Cordova, Bay, Big Bear,

Calipatrio-Niland, Desert, Ojai and San Bernmardino Valley
Districts.

Per Month
A 3

For each inch of diameter
of service comnection cececoness $3.00 82.25 32.00

SPECTAL CONDITIONS

1. The fire protection service connection shall be installed by the

utility and the cost paid by the applicant. Such payment shall not de
subject to refund.

(Contimued).
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APPENDIX A
Page L of 4

Schedule No. Af-l

All Districts

PRIVATE FIRE PROTECTION SERVICE
SPECIAL CONDITIONS ~ (Contimued)

2. The minimum diometer for fire protection service shall be four
inches, and the maximum diameter shall be not more than the diameter of
the main to which the service is comnected..

3. If a distribution main of adequate size +o gzerve a private fire
protection system in addition to all other normal service does not exist in

. the street or alley adjacent 40 the premises to be served, then a service
main from the nearest existing main of adequate capacity shall be installed

by the utility and the cost paid by the applicant. Such payment shall not
be subject to refund.

ke Service hereunder is for private fire protection systems to which
no connections for other than fire protection purposes are allowed and
which are regularly inspected by the underwriters having jurisdiction,
are installed according to specifications of the utility, ond are maintained
1o the satisfaction of the utility. The utility may install the standard
detector type meter approved by the Board of Fire Underwriters for protection
against theft, leakage or waste of water and the cost paid by the applicant.
Such payment shall not be subject to refund.

5. The utility will supply only such water at such pressure as may be
aveilable from time to time as a result of its normal operation of the systen.




