e, 57000 ORICINAL

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALI?CRNIA

In the matter of the Application

of the SOUTHERN CALIFORNIA WATER . .
COMPANY ‘for an order authorizing Application No. 56181

an increase in water rates ir its (Filed Jamuary 6, 1976)
Pamona Valley District. | |

Harold M. Messmer, Jr., Attorney at Law,
for Southern CéIz?ornia Water Company,
applicant. ¢

Norm King, City Marager, for City of Clarenont,
'_'zm%éted 1.%1;:'":,;)'.g ’

William J. Jeanings, Attorney at Law, and
ErnsSt G. Knolle, for the Commission staff.

‘ By this application Southern Califormia Water Company
(Company) requests authority to establish rates in its Pomona Valley
District which are designed to inecrease annual revenue by $166,000 —
or 12.00 percent over the revenues produced by the asuthorized rate
levels now in effect based on test year 1977 operations. In additionm,
Company requests step increases in rates of approximately $19,800, or
1.3 percent in each of the test years 1978 and 1979. |

Public hearing was held before Examiner Gillanders in
Claremont on November 17, 1976, and the matter was submitted upon
receipt of late-filed Exhibit No. 21 on January 6, 1977. Copies of
the application had been served and notice of hearing had been
published and posted in accordance with this Commission's Rules of
Practice and Procedure.

Oral testimony on behalf of Company was presented by two of
its vice presidents and its manager of its Rate and Evaluation
Department. The Commission staff presentation was made by one

¢
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accountant and two engineers. Ten customers attended the hearing.
The city manager of Claremont, speaking on behalf of the Claremont
City Council, outlined the two major concerns of the City -~ peak
pricing and pumping surcharges in particular zones. The City's
position was further bolstered by the statement of Councilwoman
Cohen. The president of The League of Women Voters of Claremont
testified that The League was very interested in water conservation
and the issue of conservation through pricing in order to comserve
local water and in order not to use excess amounts of Colorado and/or
state water. The League supports the idea of peak pricing and of
punping surcharges. A member of the Claremont VWater Task Force

and of The league of Women Voters testified that she supported the
City's recommendations. The City Council asked that a commitment be
given at this time to a specific time framework, such as 12 moaths,
for a concrete proposal on the above two concepts from the Company,
which then would be evaluated by the Commission in a fairly short
amount of time. Such commitment would be a sufficient action as far
as the council was concerned and need not be tied directly to the
approval of this matter. Company agreed to make the studies and
file them with the Commission as part of the record in this proceeding.
Staff counsel agreed to have such studies reviewed by the staff. If

it appears that the studies require further action, the matter will
be reopened.
General Information

Company, a California 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 Bermardino, and
Ventura. It also renders electric service in the vicinity of Big Bear
Lake in San Bernardino County.

¢
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. y Pomona Valley District

The Pomona Valley District service area includes the city
of Claremont and portions of the ¢itiec of Chino, Nontclair, Pomona,
and Upland and certain adjacent unincorporated territory in the
counties of Los Angeles and San Bernardino. On December 31, 1974,
Company served 7,804 customers and, in addition, water service for
public fire protection was provided by 766 fire hydrants. Applicant
supplies water to its customers through 637,406 feet of main in two
distribution systems which are nov inter-—connected. Applicant has
water treatment, storage, booster pumps, and other auxiliary equipment
av various locations in the district. The water supply is obtained
from Company-owned wells, a well belonging to Pomcda'College, and five
connections to two agencies of the Metropolitan Water District.

As of December 31, 1974 the book cost of utility plant in
the Pomona Valley Districe apounted to $5,297,200 with depreciation
and amortization reserves of $1,368,900 or a pet plant of $3,928,300.

‘I;Rates

The basic present rates for this District were set by
Decision No. 23050 dated June 25, 197L in Application No. 5L064. The
Commission authorized a rate of return of 7.90 percent oa rate base
and 12.37 percent on common equity for the test year 1974. Step rates
were also authorized to become effective July 1, 1975 and July 1, 1976.

Since that decision the Commission has authorized the following offset
rate increases:
Date

Advice Resolution - Rate§
Letter Number  Dated Effective

LL5=W  v=1613 9-4—-7& 9~G~74 Offset increased power rates.
332,867

L56~W  W-1709  4{m8-75 Lm13=75 Offsev increased purchased
water, power, labor, and
ad valorem tax rates.
$L9,600

L82-W w1928  5-13-76 7-1-76 Offset increased purchased
water, power, labor and
i ad valorem tax rates.

$78,300
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* Rate Proposals

Company proposes to inerease the general metered, limited
metered, and private fire protection rates. Present and proposed
rates are shown in Exhibit D attached to the application.

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
operavion shown in Exhibit 16. However, Company bvelieves that for
ravemaking purposes Exhibit 16 should be adjusted for later
information regarding certain costs (Exhibit 5). According to
Company, on August 1, 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 started paying its employees an
average of 6.8 percent more than they were Dbeing paid. As of
October 1, 1976 Company began paying a 278 percent increase in its
liability insurance. The effects of these increases are showa on the
following table:




Qperaling Revenues

Qperating Expenses
Purchasad ¥ater
fuazp Tax
Power for Puaping
Cheatcals
Labor ~ Direct
Coanon Custa Rocks Lador
Coanon Qust. Acct. Supplles
Comaxn Custs Accl. Postage
Comnon Cust. Acct, EI® Rental
ncollectibles
Advertising
Office Supplies
Injuries ani Danages
Pensions and Benelits
Regulatory Comalssion
{end
Depreciation and Avortiestion
Froperty Taxes
Payroll Taxes
Streetl Franchise Taxes
AYlocated GGeneral Office
Other Expenses

Subtotsl

State Incone Tax
Federa) Income Tax before ITC
Investmeny: Tax Credit

Total Income Tax

Total Operating Expenses
N2t Opecating Revemue
Rate Base

Rate of Retum

1‘|E\
SOUTHFAN CALIPORNIA WATER QUMPANY
POMONA VALLEY DISTRICT

Functionsl Sumiary of Faminzs and Rates of Retum
CPUC Staff Report Adfusted for Later Information

{DoYlars fn Thausands)

Exhibit No. 16 Effect of Exhibit No. 16 Adjusted for Later Inforaation
Present Rates Proposed Rates Adjsstment Fresent Rates Proposed Rates
Estinated Yesr Estimated Year for Later Estinsted Year  Estinmated Year
1977 1921 Information 1971 1977

$1,378.1 $1,552.5 s $1,378.1 81,5525

300.5 . 301.6 301.6
3.1 3.1 '
3.2
0.7
105.8
5.5
2.1
6,5
2,7
1.5
15
5.0
6.}
13.1
| P
3.3
110.1
125.8
7.1

b st
« e

-
A

75
6. 8 6_- 8
Jg-3 , tg.l
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25.8 ) 23,8
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1,22549 1,145.3 L2305
T325.6 2328 315.0
3.333.1 3|3|.B.l 3.2}411
10.154 2.26%4 9.82%
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‘Rate of Return

Any rate of return determzna ion necessarily requires the
weighing of a number of economic intangidbles which are difficult to
mrasure by statistical comparisons. It devolves upon the Jjudgment of
the Commission, after weighing the evidence presented by all of the
experts, to determine and set a fair and reasomable 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 approximately 15 percent
rate of return on common stock equity is needed to enable Company o
sell its shares at a price which would not be punitively dilutive o
the present stockholders and destructive to the market 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 comnon sStock equity. We have considered the arguments advanced

""‘by Company and staff and adépt as reasonable a rate of return of

@

8.85 percent on rate base, or approximately 12.5 percent return on
common Stock equity.

Company has requesﬁed step increases ir rates averaging
$19,800 or 1.3 percent in each of the test years 1978 and 1979 in order
T0 cover increases in rate base which it claims occur every year.

Decision No. 82050 dated June 25, 1974 in Application No. 5406L
was an order authorzznng Company to zncreaueA*ates for water service in
its Pomona Valley rict. Orde***g Paragraph 2 stated that on or
bYefore April 2, 1975 Company chould f£ile with the Commission an
earnings statement for the Pomona Valley Dlwtr;qt for 1974 normalized
and adjusted to the rate levels authorized therein for 1974, together
with an estimate of earmings for 1975, under similar rormalized
conditions and that on or before April 1, 1976, Company should file

similar normalized and eet;mated earnings statements for 1975 and
1976. \
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By letter dated November 15, 1976 in Application.No. 54L06L,
Company advised that it had by letter dated March 12, 1975 filed a
report on earnings of Pomena Valley District for 1974 adjusved, and
by letter dated March 18, 1976 filed a similar report for 1975
adjusted. Estimates for the year 1976 were filed with this
application on Januvary 6, 1976. These reports and estimates all
contain rates of return substantially below the 7.9 percent found
reasonable in Decision No. 83057 in Application No. 5LO60.

We are convinced that it is not necessary to set rates in
this proceeding that would automatically grant Company a rate
increase. 'If“circumstances are such that Company bdbelieves 1t
deserves 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 staff’s
test year 1977 rate base requires an increase of $108,600 over
present rates. "

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

Service

The record shows that there were six informal complaints
(all billings) to the Commission from the district during the year
1975. Complaints on file in Company's office by types are as follows:

1975 Complaints to Company

Billing 232
Pressure 35
Dirty Water 7
Taste and Odor 17

Total 291
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‘“" According wo the stefl, Company records indicate that '
customer complaints received at its district office were quickly
resolved. These complaints do not appear too excessive for a district

of this size and service appears to be satisfactory.
Conservation

Company started its conservation information prograa in
1972, which consists of adverticements in the local paper in all
districts. These appear about once a month, and they are highly
specific. The advertisements provide the customers with definite
education, for instance, on how to read a water peter, how to check
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 whav
happens to most bill inserts that are included with utility bills,

. S0 it attempts to design those inserts to have a little grab. Vhexn

‘ a 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 energy conservation idea of reduced water volumes.
The advertisements stress that it takes electric energy and sometimes
gas energy to pump water and to boost it, and that any saving§‘in
water use automatically reduces the energy needs of the commumitys.
This is the program that Company has followed in the past and intends
to follow in the future. -~

Company believes that its program has resulted in 'f&“ o
reduced water sales, whether looked at from a recorded basis or a
temperature and rainfall adjusted basis. Company plans o contin&e
its current program as it has produced good results. Company has’ other
pilot programs that it is working on now in preparation for the water
conservation case. Company belicves it has had an aggressive
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conservation program and that the recorded results prove it. Company
will continue that program, plus others as recommended by the
Commission.

Rate Spread

We have concluded that Company's increased revenue
requirement, based on our adopted 1977 test year results of operation,
is $108,600. Company and staff do not agree on how the increase
should be spread to consumers.

Company has proposed a general metered service schedule
with monthly service charges based on a cost=of-service study and
inverted block rates. The stafs recommends, in accordance with the
lifeline principle, that there be no inerease for 5/8 x 3/L=inch
meters for the first 500 cubic feet per month. By Decision No. 86708
dated December 7, 1976 in Application No. 56157 — Company's Orange

‘ County District - we adopted the lifeline type of rate schedule.
o We will do 5o irn 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 are adopted.

3. A rate of return of £.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 $108, 600 which amount it reasonable.

L. The establishment 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
Justified; the rates and charges authorized herein are reasonable; and
the present rates and charges, insofar as they differ from those
prescribed herein, are for the future wunjust and unreasonable.

-9




The Commission concludes that the application should be
granted 10 the extent set forth in the order which follows.

ORDER

IT IS ORDERED that after the effective date of this order,
Southern California Water Company is authorized to file the revised
rate schedules attached to this orde;' as Appendix A, and concurrently
to withdraw and cancel its presently effective schedules. Such filing
shall comply with General Order No. 96~A. The effective date of the
revised schedule shall be four days after the date of €illing. The
revised schedule shall apply orly to service rendered ¢a and after the
effective date thereof.

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

Dated at San Francisco s Clifornia, this Z7Aa.

Comminsioner Willinm Symons, Jr., being
pocessarily absent, €44 not participate
1n the &isposition of this proceoding.

. Sturgoon, being
s=ioner Vernon L. S
cz:::?;isari,.y abseat, &7¢ not participate

4p tho Aisposition 02 this Procecdings
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APPENDIX A
Page L of 5

Schedule No. PVl

Pomona Valley District

GENERAL METERED SERVICE

APPLICABILITY

Applicable 40 agll metered water service.

— TERRITORY
' The City of Claremont, portions of the Cities of Chino, Memtcladr,

Pomona, Upland, snd adjacent unincorporated territory in 1os Angeles
and San Bernardino Counties.

RATES
Per Meter
Per doath

Quantity Rates:

First 500 CU-fte, POr 100 CUefte vovevenneee 5 0.257 (cg'

O"JCT m cu'ft‘, m lw cu.rt. (T Z XY X RE T 2NN J 0-2815 (I
Service Charge:
FOZ‘ 5/8 x B/A_inCh metrer 'YXX IR RN YRR RN KN ] S 2.50
For 3/l inch MELET cevecascscccncnanns 2.75
For l"'inCh meter SPohbeobosraceassssvasn 3.25
FO!.' l-l/zﬂinCh meter Y YT YY P RR NN RN 5-00
FOI' 2—§n¢h mewr I YA E YN RS EE N 7.50
For 3—=ineh MELEY .oncsrecsovosncsnsas 15.50
FOI' Lv-imh mcwr u—--.-;-----.-..-.. 25-00 (I)
For 6-inCh me‘tcr S PSSIOeISASIRDPRIOS 50-00 I
For a.imh metcr I Z X F NN NN RN YRR RN N RN N ] 85.w
- ¢ FOZ’ lo*mh met‘cr (EY T XN PSR R EEY ¥ 1.20-00 (I)
‘ The Service Charge is a readiness~to-serve charge / '
” applicable to all metered service and 4o which is o be

added the quantity charge computed at the Quantity Rates.
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APPENDIX A
Page 2 of 5

Schedule No. PV-7vL

Pomena Valley District

LIMITED METZRED SERVICE

APPLICASILITY

Applicable to metered water service to the City pf Claremont.

TERRTTORY

The City of Claremont, Los Angeles County.

RATES
: Per Meter
Quantity Rate: Per Month

Per lw cu.ft‘ AR A A A A R A A R R A E R A AN ENREE SN NRENS] S 0-22? (I)

Service Charge:

For 5/8 x B/IWinch meter LA A R N R R NN S 2.50
For 3/l~inCh MELer ceeveassasccccsnncs 2.75
POI' l-inCh meter sassvrosvromsnerrere 3-25
?OI‘ l—l/z-inCh metcr Y P Y YRR YN Y FR YN N 5-00
For 2=inch meter cccvceccccsccncasss 7450
For 3‘-inCh metcr assssSssASsIsEESIBEES 15.”
For LH-iD.Ch meter ......-....-...-..-. zsﬁw
For 6=inich MELLT sovcvancesccscscons 50.00
For 8-mch metcr LA K N X B A B N & N & NN &8 XX I , Bs.w
For lo"'iBCh meter emeosssssscsomsnces 120-00

The Service Charge is a readiness~to-serve
charge applicable to all metered service
and to which is to be added the cquantity
- charge computed at the Quantity Rate.

(Continued)
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 Schedule No. PY-7ML

Pomona Valley Distriet

LIMITED METERED SERVICE
(Contimued)

SPECTAL CONDITIONS

‘ 1. A1l meter readings for municipal departments of the City of
Claremont will be combincd for the purpose of compt.ting a single
menthly bill.

2. During perioc‘.s of high demand, service under this schedule
applicable to muaicipal parks may be restricted to off-pezk hours.




Sehocdule No. As-L

AL Districts

|  PRIVATE FIRE PROTECTION SERVICE

3

APPLICARILITY

-~ . Applicable to 221 waser scrvice furmdshed o privately owned fire
© protection aystems. :

TERRITORY

. !
, . . ’
" ’ . ~

te A ~ Applicable within the Orange County, Ceatral Basin, and  (C)
Pomena Valley Districts. ‘

Rate B -~ Applicable within the Barstow, Culver City, San GCabriel (C)
Valley, Simi Valley, and Southwest Districss.

Rate C - Applicable within the Arden~Cordovs, Bay, Big Bear, Calipatria~
Niland, Desert, Ojai, and San Bermardine Valley Districts.

r . 5

/ : Per Month
- " A . B C

For each inch of diameter ) ‘
0 Service COnNCCLion ecevesveaneevnanse 53.00 52.25 $2.00

SPECTAL CONDITIONS ' “

1. The fire proﬁectﬁ.on service connection shall be installed by the
) utility and the cost paid by the applicant. Such payment shall not be
subject to refund. ) ‘

(Contimed)
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APPENDIX A
Page 5 0L 5

Schedule No. AA-L
Al)l Distriets

PRIVATE FIRE PROTECTION SERVICE

SPZCTAL CONDITIONS——Contc.

2. The minimum diameter for fire protection service shall be four
inches, and the maximum diameter shall be not more 4han the diameter of
the main to which the service is comnected.

3. If a distridbution main of adequate size %0 serve a private fire
protection system in addition to 2ll other normal service does not cxdst
in the street or alley adjacent t¢ the premises +o be served, then
3 service main from the nearest existing main of adequate capacity shall be
installed by the utility and the cost padd by the applicant. Such
payment shall not be subject to refund.

L. Secrvice hereunder is for private fire protection systems to which
n0 connections for other than fire protection purposes are allowed ond which
are regularly inspected by the underwriters having jurdisdiction, are
installed according to specifications of the utility. and arc maiatadined
to the satisfaction of the utility. The utility may install tne standard
detector type meter approved by the BDoard of Fire Underwriters for
protection against theft, leakage, Or waste oOF water and the ¢ozt paid by
the applicant. Such payment shall not be subject to refund.

5. The utility will supply only such water at such pressure.as mey be

available from time to time as a result of its normal operation of the
system.




