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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Application
of Suburban Water Systems, a Application No. 56514
(Filed May 27, 1976)

California corporation, for
authority to increase its rates
charged for water serxvice in
the San Jose-Whittier District.

McCutchen, Doyle, Brown, and
Enersen, by Crawford Green,
Attorney st Law, for Southwest
Suburban Water, applicant.

Daniel M. Conway, for Park Water

oapany; and Alexander Googooian,
City Attorney, for City of la
Mirada; interested parties.

w: Attorney at law,
‘ ames M. Barnes, and I. B. Nagao
for the Commission staff.

OPINION

Southwest Suburban Water (Southwest), formerly Suburban

Water Systems, seeks authority to effect step rates for its San
Jose-Whittier District designed to produce revemues sufficient to
yleld a rate of retuwrn for that district of 10.0 percent through
the year 1978. It is estimated that these proposed rates, 1if
effective for the full years 1976 through 1978, would increase
water rates to approximately 47,000 customers in Southwest's
San Jose-Whittier District, approximately $1,116,400 (18.9 percent)
for the year 1976, an additional $360,000 (4.6 percent) for the
year 1977, and an additional $237,000 (3.8 percent) for the year
1978 over the rates in effect at the time the application was

filed. Southwest, by Resolution No. W-1964 dated August 10, 1976,
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was granted an advice letter offcet increase which has the effect
of reducing the increase in rates wcjuested in this proceeding
to sbout 14 percent.

Southwest, a California corporation, provides public
utility water sexvice in three districts; San Sose~Whittier
District, La Mirada District, and Etiwanda District. These
present operating facilities result from the transfer of the
parent, Southwest Water Company, to Suburdan Water Systems
pursuant to the autherity granted by Decision No. 86063 dated
July 7, 1976, on Applicaticn Ro. 56529. Southwest provided
service in what i3 now the La Mirada and Etiwanda Districts and
Suburban provided service inm what is now the San Jose-Whittier
District. By Advice Letter No. 1il, dated Qctober 15, 1976 the
Commissicn was advised of the change of name from Suburban Water
Systems to the present Southwest Suburban Water effected by a

Certificate of Amendmeat ¢f Articles of Incorporation filed with

the Secretary of State of the State of California on October 19,
1976.

The San Jose-Whitticr Dictrict consists of the Sam Jose
Hills area locazed in or céiaceat to the cities of West Covina,
La Puente, Industry, ond Glendorz and the Whittier area located
near the city of Whittier and inecluding adjacent unéncorporated
arca. Southwest produces approximately 75 percent of the San
Jose-Whittier District's water requirewents from 45 company-
ovmed deep-well turbine pumps and the remainder of supply is
purchased througn intarconnections with water purveyors <on-
tiguous to Southwest's service areas.

AfSter notice, public hearing was held before Examiner
Sohnson on March 15, 1977 at West Covina oa March 16, 1877 at
Whittier, and on Maxrch 17, 1977 at Los Angeles, and the matter
was submitted on Mezrch 25, 1977 upon receipt of late-filed

ibie 13.
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Testimony on behalf of Southwest was presented by
its president, by two of its vice presidents, by its manager of
budgeting and regulation, aad by a consulting engineer, and on
behalf of the Commission stzff by two of its financial examiners
and by two of its engineers. A statement in opposition to allow-
ing a 10 percent rate of return as requested by Southwest and
recommended by the Commission staff was made by the city attorney
for the city of Ls Mirada on the basis that, in his opinion,
such a rate of return was excessive and he did not want to see
such a rate of return set a precedent for a decisioa in South-
west's Application No. 50725 for a rate increase for its la Mireda
District. In addition, several customers made statements re-
lating to alleged billing inaccuracies and inequities.
Rates

The rates presently Ia effect in Southwest's San Jose-
Whittier District were authorizcd by Decision No. 83920 dated
December 30, 1974 on Applicaticn No. 54386 as modified by
Coumission Resoluticn No. W~1771 dated July 20, 1975 and ResclutionNo.
W-1964 dated August 10, 1976. The following tabulation sets
forth the present and proposed step rates for geaeral metered
sexvice. The proposed rates shown in the tabulation refliect
modification of the originally proposed rates to include the
presently effective lifeline rates.
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Per Meter Per Month
esent opose Ex. [
1=1=77
After Thr After After
12-31-76 12-31-77 12-31-77 12-31-77

Service Charges:

For 5/8 x 3/4-inch meter ... $ 3.58 $ 3.58 $ 3.58 $ 3.58
For 3/4-inch weter ... 3.88 5.82 6.07 3.57
For l-inch meter ... 5.03 7.83 8.28 11.69
For l%-inch meter ... 7.13 10.44 11.04 15.58
For 2-inch meter ... 9.78 14.03 14.90 21.04
For 3-inch meter ... 17.53 25.83 27.60 38.96
For 4-inch meter ... 24.53 35.06 37.54 £2.98
For 6-inch meter ... 40.53 58.15 $2.38 88.05
For 8-inch meter ... 60.03 86.36 92.74 130.90

Quantity Rates:

For all water delivered,
per 100 cu.ft.

Tariff Area No. 1
First 500 cu.ft. per month. .231 0.231 0.231
Over 500 cu.ft. per month. 273 .234 .238

Tariff Area No. 2
First 500 cu.Zt. per moalh. 231 261 .261
Over 500 cu.ft. per month. 503 .284 .288

Tarif€ Area No. 3
First 500 cu.ft. per mwonth. .291 = .291 .291
Over 500 cu.ft. per month. .333 .334 .338

The service charge {s applicable to all metered
service. It is a readiness-to-serve charge to
which i{s added the charge, computed at the
Quantity Rates, for water used during the month.
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A rate, referred to as the or timum rate by Southwest,
was developed and presented into evidecce by a consulting engincer
as a vehicle to minimize the effect of successful water conservation
efforts on Southwest's net profit by establishing the quantity rate
so that decreases in revenue resulting from successful comservation
efforts would be matched by similar decreases in expenses. With
such a rate the variation in revenues, up and dowm, caused by the
changes in per unit consumption would be offset by corresponding
changes in expenses and the net revenue would, therefore, be unchengzed.
According to this witness's testimony, such a rate would protect
Southwest from loss of net revenue if the conservation efforts are
successful and the ratepayer would be protected from providing
Southwest with excessive profits should the drought end and consumer
consumption return to normal. In his opiniom, the cffect of price
elasticity on comservation eZforts by the customers would be minor
in comparison to the effect that will result from the publicity of
the need for conservation aad efforts of the utility to achleve
such consexvation.
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Because the presently effective rates authorized by
Resolution No. W-i964 contain some of the modifications to tariffs
requested in the proposed rates filed with the application (Exhibit
5), Southwest's manager of budgeting and regulation cetailed South-
west's request as it now stands as Zollows: <(a) The proposed
optimum rate for gereral metered service ox, {f not accepted, general
service metered rates with the quantity rates no higher than set
forth in Exhibit 5; (b) Schedule 9-CF, Comstruction and Tank Truck
Service as presently effective; {c) Schedule 9-CF-2, Service to
Tract Houses During Constructioa of $30 for each residence for
the entire construction period as set forth in Exhibit 5; (d)
Schedule 4-A, Fire Hydrant Secrvice on Private Property with the
rates as shown In Exhibit 5 ard the preseatly effective special
condizions; (e) Schedule 4, Private Fire Protection Sexvice with
presently effective speclal conditions and rates as proposed in
Exhibit 5: and (£) the presently effective rates for other utili-
ties and govercmental 2gencies.

Presenzly effective Schedule 9-CF rates are ticd into the
2-1nch metered rateand will te csatinued fo effect. Proposed Schedule
9-CF-2 appears reascmable and will be adopted. The presently
effective special conditions for Schedule 4 and 4-A for Private
Fire Protection and Fire Hydrant Service on Private Property will
be continued in effect and the adopted rates will be based on the
rates proposed in Exhibit 5 modified to reflect our adopted results
of operation. The presently effective rstes for sales to other
utilit{es and governmental agencles will be centinued in effect.

The wecord is quige clear that the quantity or coamod ity
blocks for Southwest's currently effective rates, as well as the
rates proposed with the application, exceed the variable costs as-
soclated with providing the weter. Consequently the effect of
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successful conservation efforts on the part of a utility is a
decrease in its net revenues and related rate of return. In re-
cognition of this fact Decision No. 26959 dated February 10, 1977
on Case No. 101ll4, our investigation into water comnservation, pro-
vided that respondent utilities will be authorized to propose rates
designed to recover any reasonable expenses incurred in complying
witia Decision No. 86959 by means of an appropriate advice letter
showing made pursuvant to General Order No. 96-A. In such situations
there is inevitably a certain amount of consumer resentment toward
having conscientious public spirited conservation efforts repaid
by prompt rate inereases. By implementing the so-called optimum
type rate structure, the applicant believes it will preclude such
consumer resentment.

While the merits of the so-called optimum rate structure
are recognized, such a structure nevertheless does not support the
principles of the lifeline rate structure currently being implemen-
ted by the Commission nor does it promote the comservation of water.
The proposed service charge (including the 5/8 x 3/4 meter) have
been approximately doubled while the existing commedity chaxge has
been substantially decreased. This results in large percentage
increased costs to small users but ultimately decreases the costs
to laxge users. The commodity charge for all quantities over 500
cubic feet would be decreased on the average by approximately 49
percent which is an invitation to increase rather than decrease
consumption.

The adopted general metered service rate structure, as
proposed by the staff, implements the principles of lifelime rates,
provides for a uniform increased cost of approximately 15.4 percent
fox all quantities beyond the 500 cubic foot lifeline quantity and
promotes conservation by avoiding low cost tail blocks.
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Southwest has also proposed step rates alleging that
such rates as necessary to overcome an 2nnual attrition in rate of
return of 0.56 percent and pexmit it to earn a 10.0 percent return
on rate base for the years 1976, 1977, and 1978. The Commission
staff has computed the attrition in the rate of return as 0.13
percent and the staff engineer testified that he did not believe
that such a8 small decline in rate of return justified the adoption
of step rates. The discrepancy ia the computed attrition rates
by Southwest and the Commission staff relates to the estimated
unit consumption for metered customers reflected in the respective
revenue estimates. Consistent with our subsequently discussed
adopted summaries of esrmings and the negligible attrition on rate
of return discussed prior, we will not authorize step rates.
Results of Operation

Both Southwest and the Commission staff prepared sum-
maries of earnings for estimated years 1976 and 1977. Tabulations
comparing these estimates were introduced into evidence as
Exhibits 15 and 16 by staff engineers. Such tabulations, in
exhibit form, were mailed to Southwest prior to the hearing.
According to the record, upon receipt of the staff exhibit,
Southwest reviewed the estimates and accepted the staff figures
with three exceptions as shown in the following tabulation. Alsec
included in the tabulation is Southwest's summary of earnings fox
the year 1977 at proposed rates assuming conservation efforts
have reduced consumption by 10 pexcent.
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Suemary of Earnings
(Estimated Year 1977)

Staff Estimated :__Southwest Accepted :

Present : Proposed : Before Con-: After Con-:

Itenm Rotem :  Rates : servation : gervatiorn : Adovoted:
~(Dollars in Thousands)

Operating Revenues $ 6,389.9 § 7.,263.3 § 7,263.3 $ 7.165-2 $ 6,380.9

Operating Expenses
Operation & Maintensnce - 2,831.5 2,831, 2,783.9
Adminimtrative & Gemeral 1,162.3 1,168. >4 1,168.2
Taxes Other Than on Income 587.9 587.9 587.9
Depreciation 580.5 580. 580.%
Taxes on Income ' 531.9 542.7§/ 516.2

Total Expenses 5,694.1 5,710.8 5,636.7
Net Operating Income 1,569.2 1,552.5 1,528.3
Rate Base 14,917.6 14,917.6 l&,9kl.62/ 14,941.6 14,9416

Rate of Return . 7.80% 10.52% 10.39% 10.23% 7.70%

Y Regulatory commicsion expense.

4 Accelerated depreciation minus effect of regulatory
commnission expense.

4 Staff exclusion of a $24,000 item for land not
uged and useful for utility purposes reflecting
similar deletions for ratemaking purposes in
Decision No. 79912 dated April &, 1972 in Appli-
cation No. 52505 and Decision No. 83920 dated
Decemder 30, 1974 in Application No. S4386.
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Reguletory Commission Expense

The record shows that the Commission staff engineer
calculated the regulatory coumission cxpense by emortizing over
a four-year period the unamortized pertion of the regulatory
comnissfion expense adopted in Decision No. 79912 dated April &,
1972 on Application No. 52505 ($4,500), the unamortized portion
of regulating expense adopted in Decision No. 83920 ($15,000),
and the estimated regulatory expecse for this instant proceeding
($36,900), a total of $46,400, or $14,100 a year. This witness
justified the use of a2 four-year amoxtization on the basis that
the inflationary spizral {n this country i3 slackening which,
combined with the greater use of advice letter offset €1ilings,
should extend the period between rate Incresse applications to
&t least four years. We will adopt this four-year amortizaticn
period for the purposes of tris proceeding recognizing the usual
practice of permitting the fzclusion of unamortized portions of

regulatory expense Iin computing the allowance for subsequent rate
cases.

Southwest's witness computad the test year regulatory
commission expense by amoriizing cvar a three-year period tue
wnamortized allowance adopted in Decisfon No. 83920 ($15,000)
and the estimated expense for this proceeding ($45,000), a total
cf $60,000, or $20,000 a year. The record shows that the utility
regulatory expense for this proceeding totaled $40,548 to which is
to be zdded an estimated $740 for each day of hearing. The cost
of the three days of hearing would thus be $2,220 which added to
the $40,948 totals $432,108 regulatory commission expense for this
proceeding. This figure will be included in our computations
0% the proper utility regulaﬁory expense.
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Decision No. 79912 found an allowance of $9,000 a year
for the test years 1970 and 1971 as reasonable (mimeca page 27).
No definite amortization period was scated. Tais $9,000 per year
was superseded by the allowance of $15,000 a year for three years
adopted by Decisicn No. 83920 and need not be {ncluded in the
computations in this proceeding. Decision No. 83920 becawme ef-
fective In Janusry 1975 so the use ¢f $15,000 for the amount of
the unamortized regulatory commission expense is proper. We will,
therefore, adopt as reasonable for this proceeding 2 regulatory
commission expense of $14,500 which is epproximately equal to the
cost of this proceeding of $43,108 plus the unamortized expence
from Decision No. 83920 of $15,000 a total of $58,108 amortized
over a four-year period.
Accelerated Depreciation

According to the record, the staff's engineer computed
the straight-line remaining life depreciation expense to be $58G,500
using depreciation rates tezzewmiitad to the Commission staff by
Southwest for review ty leitar Jated Jaauary 28, 1977 applied to
the staff engineer's estimated piarnt balances. Southwest accepted
this estimate of depreciaztion expouse. However, Southwest's
computed income tax 25 relatad to zceclerated depreclation is
$13,90C higher than the staff's computed amount. The difference
derives from the use by Southwest of the year 1976 composite
accelevated depreclation tax rate as contrasted to the staff's
utilization of the year 1975 composite accelerated depreciation
tax rate. Southwest's calculation, based on later datz mot
avallable to the staff when Its estimate was prepared, will be
edopted.
Rate Base

The Commission staff's engineer disallowed from rate
base fer ratemaking purposes an item of $24,000 representing
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approximately two acres of land on Southwest's property located at
Meplegrove and Valinda Avenues oa the basis that such land is wa-
used and was previously excluded from rate base In Cecisions

Nos. 79912 and 83920. This witness testified that before Inspecting
Southwest's premises he read those two decisions and mentslly
noted that this was one item that should be reviewed on his field
trips in the area. On two different irnspections he observed that
a large portion of the lot was unused. Ke determined, by pacing,
that the unused area was approximately 110 feet wide and 800 feet
long, almost two acres, and concluded that the $24,000 rate base
adjustment should be continued.

Soutawest's vice president testified that Irom time to
time the area in question Is used for demonstrations of any earth
moviag, excavating, hydraulic or boring equipment Southwest is
coasidering dbuying, as a training ground for heavy equipment
operators, for temporary dumping when local disposal areas are
closed, and for temporary storage for transite pipe. Because of
these uses of the land it is his opinion that the area should be
included In rate base. Southwest zlso argues that irrespective
of the land use in 1972 or 1975, it Is presently being used.
Furthermore, it 1s contended that this specific item has never
been litigated. A review of Decisions Nos. 79912 and 83920
reveals there Is some merit to the latter conteation. Decision
No. 79912 tabulates the component parts of the rate base &s
estimated by the staff and Suburban (mimeo.page 32) for the years
1970 and 1971. The staff estimate shows an adjustment for non-
operating property of $24,000 but this item is not discussed in
the text nor was a separate finding made on the propriety of its
exelusion. It is noted that this $24,000 adjustment is somevhat

overshadeyd by 2 downvard adiistuent of §1,040,000 stipulated
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to by Suburban for that proceeding without prejudice to its =ight
to contest such an adjustment in a future proceading. Decision
No. 83920 stated in part: "In Decisfon No. 79912 dated April 4,
1972 the Commission had excluded $24,000 from rate base for ar
unused portion of the lot containing Suburban's shops and storage
yaxd. This figure is incorporated in the staff disallowance and
was not challenged by Suburban.' The record in this matter in-
dicates that the fact that such 8 disallowance was not contested
by Southwest was an oversight on its part rather then an admission
that such a disallowance was proper.

According to the testimeny of Southwest's witness, the
entire parcel of land Including the disputed portion of the lot is
fence enclosed, is utilized as utility property in accordance with
2 conditional use permit, and would be unsatisfactory for residen-
tial purposes besause of the proximity of Suburban's pipe yazd.

We will accept Subwrban's contention that the portion of the lot

ir question {s unsatisfactory for residential purposes and is used,
from time to time, for vtility related purposes and will, therefore
include it In rate dbase fer this nrosceding.

Other Items

Southwest has accepted tha sraff's estimates of reverues
and other operating expenses at proposed rates. We will assume
that the staff's estimates of these items at present rates are
equally acceptable and uncontested and will adopt them for this
proceeding. The effect of conservation efforts on net revenues
was assumed to be negligible because of cuxr adoption of rates
designed to effect increases or decreases in expenses which match
increases or decreases in revenues resulting from changing con-
suxption patterns.
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Southwest included as Exhibit 9 calculations of additionmal
annual costs incurred subsequent to the preparation of the resvlts
of operation exhibits of $97,234 for an increase in the wmain San
Gabriel Basin Watermaster make-up assessment and $55,600 reflecting
2 five percent across-the-board pay increase, effective Jamuary 3,
1977. These figures were not furnished the staff's engineer prior
to the hearing in adequate time for analysis and approprizte cross-
examination and will, therefore, not be included in our adopted
summary of earnings.

Conservation

In Decision No. 86959 we found as follows: 9. Rather
than requiring detailed complianmce reports during the impendingz
water crisls perlod, the Coumission should consider compliance
with this decision in connection with requests for rate or other
relief from this Commissicn." (mimeo.page 16.) As a result, one
of Soutawest's vice presidents presented testimony detailing its

present and proposaed water conservation programs. The present
program, according to the testimony, provides for the inclusion of
statements on bills arnd the wide distribution of water conservation
pamphlets In comnection with writtea and verbal public coztacts,
the providing of water consecrvation information on a program basis
to the news media, the installation of bumper stickers on company
vehicles and providing such stickers to the general public, the
notification of customers of noted wasteful use of water, public
Presentations of water comnservation £film, the distribution of
placazds to restaurants, acd the revision of repair procedures so as
to effect lumedlate repairs. Southwest is preseatly in the process
of preparing bill inserts and water conmservatfon kits, instituting
an zcceleratedleak detection program, formulating a program to
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provide effective consezvation information to large users, preparing
a list of native landscape plants having low water requirements,
and reviewing the use of water taken from hydrants by construction,
contracting, and gevernment agencies in ovxder to encourage re-
duction of such use.

This witness further testified that Southwest was review-
ing the feasibility of reducing operating pressure to & maximum
of 80 psi at customers' meters as provided by Decisfon No. 36955.
According to the testimony, Southwest's system was designed for
meeting the residentizal demand and required fire flow giving
recognition to the differences irn elevation Zn choosing the loca-
tion of reservoivs. The witness describded the fiow of water up
through the various elevation zones and stated that it was possibie
that liciting the pressure to 80 psi would deprive some customers
of water and preveant the flow of water throughout the entire systen.
He stated that Southwest is rot cpposed to the 80 pui requirement
but that acileving such 2 moximem pressure at custcomers® meters
will be difficult and could proave o be prohibitively expensive.
in any event, Soutnwest i3 planuing to proceed with a detailed
study of the matter to ascevriain whasther the anticipated dif-
flculties In achieving the 80 poi moximm pressure can be overcome.
The record shows that Southwest anticipates being able to meet its
projected requirements for the foreseceable future. From the
testimony it would appesr that Southwest Is endeavoring to 2ffect
Zull compliance with Decision No. 86959.
Rate of Return

Southwest requests an increase in revenues sufficient to
provide a rate of return of 10 percent on rate base. It alleges
that such a rate of retwrn Iis necessary to assure continued
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ecequate service and provide for necessary lmprovements to the
system, is the minimum return needed to attract necessary capitel
and provide a fair and reasonable return on equity, and L3 neces-
sary to achieve ar appropriate times-coverage ratio as applied to
interest costs. .

At the hearing, Southwest's witness presented a tabulation
- of the pro forma cost of capital to Southwest as of July 31, 1976.
This tabulatfon indicated a capital structure comprised of 41.27
percent of long-term debt with an embedded cost of 9.66 percent,
13.53 percent preferred stock at a cost of 4.24 percent, and coamon
equity of 40.20 percent. With this firencial structure znd em-
bedded costs a retwn on common equity of 14 percent would require
& rate of return of 10.41 percent, a retwrn on equity of 16 percent
would require a rate of return of 11.23 percent, and a return on
equity of 18 percent would require a rate of return of 12.05 percent.

The staff's financial examiner presented an exhibit
containing nize tabulations couccrning common stock book value,
¢ividends and earalngs, capital swrecture, interest and discount
rates, caraing wavtss on eight weter utilities and cight Class A
California water utilitles, Teocent SIUC authorized rates of
Teturn, Southwest's capital structure, and a recommended rate of
return. This witness testiffed that in developing the rate of
retwn for the 1977 test year, he utilized a capital structure
relating to Southwest's California operations excluding $2,200,000
representing the common stock equity of Paradise Coumunity Services,
Inc., located in New MexZco. He stated that since the earnings
allowance for common stock equity is necessarily 2 judgment £igure
ic was necessary to consider many factors in arriving at his
corclusfon. These factors ineclude the increase in the embedded
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cost of long-term debt, capital structure of the utility, Southwest's
states as a whelly owned subsidiary, and the balancing of coasumer
interests with the benefits accruing to the investors. He recom-
mends a2 rate of return of 10 pexcent on the basis such a return is
reasonable from the standpoint of allowing for the servicing of
fixed charges and providing an aliowancz for commen stock equity
that permits the payment of a sultable dividend as well asprovide
for moderate additions toretsined. ecrnings. Such a return will
?rovide a return on coumon stock equity of 11.19 percent on the
capital structure estimated by the steff's £inancial examiner

to be eZfective as of December 31, 1577 as showm by the following
tabulation.

-

T  Weighved
: Capital Cost : Cest

iten : Ratios - Factors : Totals

Long~-texrm debt 58.3% 9.76% 5.69%
Preferred stock ’ 5.74 .37
Common stock equity : 11.19 3.54

Total 10.0C%

The staff's reccmmendad rate of zctuwm, the same as Southwest's
requested rate of returwn, appesxt razconable and will be adopted.
Accounting Recommandations

One of the staff's financlal examiners recoumended that
Scuthwest be directed to adjust its books of account to reflect
12 accounting exceptions set forth in the staff's exhibit. Socuth-
west's msnager of budgeting and regulation testified that Southwest
was in full agreement with the reccmmendations of the accouvnting
staff in these matters, that it fntends to implement the recom-
ceadations,
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Service

The record irdicates that the quality of service provided
by Southwest is good. Bill inserts notifying Suburban's San Jose-
Whittier District customers cof the time, dzte, and piace of hearing
resulted in the appearance of a total of sevea customers for the
two days of hearing. None ¢f these seven made any complaint as
to the quality of service rendered. Three of them made statements
of apparent discrepancies in the billing of their sccounts. The
record shows that such billings were correct and the apparent
discrepancies resulted frem a coe-time change in the billing cysles
to effect a more efficilent operation. Lete-filed Exhibit 13
detailed the account data for those who made statements at the
hearing and the wmatters appeoxr to be resolved.
Findings

1. Southwes:s is in need of additionzl revenue, but the
proposed rates set forth in the application are excessive.

2. The adopted estimates vreviously discussed hereln of
operating revenues, operaring cxponses, and rate base for the
test year 1577 reasonably indicste the results of Southwest's
operations In its San Jose~tMiuiicy District for the near future.

3. A rate of veturn of 19.0 pexrceant on the adepted rate
base is reasonable. Such rate of return will provide a return on
equity of approximately 11.19 percent.

4. An operational slippage of approximately 0.13 percent
at proposed rates will be experienced and is ingufficient tc
Justify the authoxization ¢f a stepped progression of rates.

5. 1Tke increases Ia rates and charges authorized herein are
reagonable; and the present rates and charges insofar as they
differ f£rom those prescribed herein, are for the future unjust aad
unreasonable. Since Southwest is in agreement, the accounting
recommendations will be included in the oxder.
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6. Southwest'’s earnings urder "Present Rates’ from its
cperations during the 1977 test vear produce a2 rate of return of
7.70 percent on a rate base of $14,941,600 based on a&opted
results of operaticn.

7.  The eguthorized increase in rates at the 10.0 perceat
rate of return for the test year 1977 is expected to provide
lncreased revenues of approximately $741,300 (11.6 percent) for
Southwest's general metered service, construction, and private
fire protectlon schedules as compared to a requested increase of
$1,713,400 (26.8 percent).

8. The standard of service rendered by Southwest fa its
San Jose-Whittler District is zdequate.

9. Scuthwest's present and proposed plans for effecting
water conservation generally comply with the requirements of
Decision No. 86559. .
~ 10.  Southwest should study the feasibility of modifying its
system operations so as to cffost 2 wmaximum operating pressure of
80 psi at customers’ meters zad submit the results of this study
to the Commission. |

1l. Southwest shksuld imwiament the staff's accountiag
recommendations contained in Exhidis 14.

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

IT IS ORDERED that:

1. After the effective date of this order, Southwest
Suburban Water (Southwest) is authorized to file the revised rate
schedule attached to this oxrder as Appendix A. Such £filing shall
comply with General Order No. 96-A. The effective date of the
revised rate schedule shall be four days after the date of £ilirg.
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The revised schedule shall apply only to service rendered on and
after the effective date thereof.

2. Southwest shall prepare a study of the feasibility of
nodifying its system operations so as to effect a2 maximum
operating pressure of 80 psi at customers' metexs and within
ninety days of the effective date of this order, submit the
results of the study to the Commission staff for review.

3. Southwest shall implement the accounting recommendations
listed in Exhibit 1l4.

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

Dated at San Frandéco , California, this 23 A
day of ~UBUST™ , 1977.

Pt Batonccl

Presidént

-
-
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= F et l--
L2t ] S
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APPENDIX A
Page 1 of 8

Schedule No. SJW-1

San Joge and Whittier Tari{ff Arean

GENERAL METERED SERVICE

APPLICABILITY

Applicable o all metered water service.

TERRITORY

Portions of Covina, Weat Covina, La Puente, Clendora, Whittier, and
vicinity, Loes Angeles and Orange Counties.

Per Meter
Yer Month

Service Chargen:

For 5/8 x 3/4=inch metereecvccacans
For 3/4-inch metereeenancnane
For loinch meterececcaccens
For lel/2-inch Metereaecscresee
For 2=inch MCeLerareacecvnes
For 3ainch Mmetereacvvassans
For L=inch Meterenavuancees
For Geinch Mmetereccranccres
For 8ainch

(Continued)
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APPENDIX A
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Schedule No. SJwW-1

San Jose and Whittler Tariff Areas

CINERAL METERED SERVICE
(Continued)

Quantity Rates:
For all water delivered, per 100 cu.ft.

Tardiff Area No. 1

Firat 500 cubic feet per montlevecercees «231

Over 500 cudic feet per montheeeccvecese 315 (1)
Tariff Area No. 2

First 500 cublic feet per montheuceeewe - 261

Over 500 cubic feet per mMOnNtheseccsanns -350 (I)
Teriff Area No. 2

First 500 cudbic feel per mofNtheceesesas 291

Over 500 cubic feetl per moNthecaccanecas «384 (1)

. The sexvice charge is applicable to all metered service.
It is a readiness~to-serve charge to which {s added the
¢harge, computed at the Quantity Rates, for water used
during the month.

SPECIAL CONDITIONS

l. 7The boundaries of the zones in which the above rates apply are
delineated on the tariff service area maps filed as part of these tariff
schedules.

2. The tariff areas include all customers in elevation zones
designated as follows:

San Jose System Whittier System
Tariff Elevation, Feet Elevation, Feet
Aren Atove Including Above Including

- 547 - 300
547 1,140 300 820
1,140 - 820 -
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Scheduwle No. 4
PRIVATE FIRE PROTECTION SERVICE

APPLICABILITY

Applicable ‘o all water service furnished to privately owned fire
protection systems.
TERRITORY

ALl tariff areas.
RATES Service Area

San Jose
Whittier La Mirada  Etiwanda

For each inch of diameter of
.service commection, pe™ month .. $4.07 (I)  $3.00 $3.00

SPECTAL CONDITIONS

1. The fire protection service and comnection shall be installed by
the utildty or under the uiility's direction. Cost for the entire fire
protection installation excluding the connection at the main shall be paid
for by the applicant. Such payment shall not be subject to0 refund.

2. The expense of maintaining the private fire protection facilities
on the applicant's premises (including the vault, meter, and backflow device)
shall be paid for by the applicant.

3. ALl facilities paid for by the applicant shall be the sole property
of the gpplicant. The utility and its duly suthorized agents shall have the
right to ingress to, and egress f{rom the premises for all purposes relating
to said facilities.

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

(Contimed)
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Schedule No. 4
FRIVATE FIRE PROTECTION SERVICE

SPECIAL CONDITIONS -Contd.

5. If a distribution main of adequate size to serve a private fire
protection system in addition to all other normal service does not exist
in the street or alley adjacent to the premises to be served, then a main
extension from the nearest existing main of adequate capacity shall be
installed by the utility. The cost of such main extension attridbutable to
the fire protection requirement shall be paid to the utility as a contri-
bution in aid of construction.

6. 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. ALl
facilities are to be installed according to the utility's specifications and
maintained to the utility's satisfaction. The utility may require the
installation of a backflow prevention device and a standard detector type
meter approved by the Insurance Service Office for protection agzinst theft,
Leakage, or waste of water.

7. No structure shall be buils over the fire protection service and
the customer shall maintcin and safeguard the area occupled by the service
from traffic and other hazardous conditioas. The customer will be responsible
for any damage to the fire protection service facilities.

8. Subject to the approval of the utility, any change in the location
or comstruction of the fire protection service as may be requested by public
authority or the customer will be made by the utility following payment to
the utility of the entire cost of such change.

9. Any unauthorized use of water through the fire protection service
will be charged for at the applicable tariff rates and may be grounds for
the utility's discontinmuing fire protection service without liability.
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Schedule No. LA
FIRE HYDRANT SERVICE ON PRIVATE PROPERTY

APPLICABILITY

Applicable to all fire hydrant service rendered from fire hydrants
connected to company owned mains on private property.

TERRITORY
Throughout all tariff areas.

RATES Per Month

4" riser type fire hydrant with single 24" outlet ... $3.03 (I)

¢

6" riser type fire hydrant with steamer hedd e.eeseees 425 !
6" Standard t’y.pe fire m’drant X I XXX N R NN KK J 6'07 (I)

SPECTAL CONDITICNS

1. The fire hydrant will be installed by the utility or wader the
utility's direction at the cost of the applicant. The cost will
not be subject $0 refund.

2. The fire hydrant shall be used for fire lighting purposes and
fire drills only. Water use for fire drills will be limited to 15 minutes
PeEr weekKe

3. The replacement, enlargement, or relocation of any hydrant made
at the request of the custemer shall be paid for by the customer.

Le ALl facilities pedd for by the applicant shall be the sole
property of the applicant. The utility and its duly authorized agents
shall have the right to ingress to, and egress from the premises for all
purposes relating to said faeilities.

(Contimued)
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Schedule No. LA

FIRE HYDRANT SERVICE ON PRIVATE PROPERTY

SPECTAL CONDITIONS ~Contd.

5. The repair and maintenance of the hydrants will be the responsi-
bility of the applicant.

6. Any unauthorized use of water will be charged therefor under the
General Metered Service schedule for the particular tariff area, and/or
may be grounds for the utility to discontinue the service without liability
to the utility.

7. There shall be no cross~connection between the fire hydrant service
and any other source of supply without the specific approval of the utility.
This specific approval will require at the customer's expense, a special
double check valve installation or other device acceptable to the wtility.
Any such unauthorized cross-connection may be grounds for immediate dis-
comnection of the fire hydrant service without liability to the utility.
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Seancdule Noo 9=CF=2
SERVICE gg TRACT HOUSES DURING CONSTRUCTION

APPLICABILITY

Applicable to tract houses being comstructed as part of a total real
estate development.

TERRITORY.
Throughout all tariff areas.
RATES Service Areas

San Joge La Mirada
Whittier FEtiwenda

For each residence for “he entire
construction period veveecieccsscsseees  $30.00 (I) $2.50

SPECIAL CONDITIONS

l. This rate is avoilsble only o real estate developers who under—
take the construction of sll or a substantial portion of the houses in a
tract as part of the tract development. It does not apply to builders of
houses in tracts subdivided for lot salesa

2. The water service, under this tariff schedule, applies only to
use of water for comstruction of residences. It does not include water

use for garden irrigation or for model homes or for genmeral tract
improvement worke
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EFF=CTIVE RATES T0
SPECTAL CONTRACT CUSTOMERS
ADVICE NO. 11C ~ EFFECTIVE AUGUST 10, 1976

Per Contract Unit
Through - - After

Customer %_—1@_ 12-31-76

Southwest Water Company
Per 100 cu.ft. $ 0.165 $ 0.166

La Habra Heights Matual Water Company
Per miner's inch hour 0.136 0.137

Marphy Ranch Mautual Water Company
Per miner's inch hour 0.119 0.120

City of Santa Fe Springs
Per acre-foot L2.1.8 48.18

City of West Covina, Cortez Porx
Per 100 cu.ft. 0.150 0.190

Irrigation (Xijan Bros.)
Per 100 cu.ft. 0.156 0.156




