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Decision No. 
90660 AUG, 14 19?§ 

BEFORE '!.BE PUBLIC UTILITIES COMMISSION OF' THE STATE OF cAtIF.ORmA:; 

I:l. the Matter of the Application ) 
of the SOutHERN CAI.IFOR."ITA WATER l 
CO~~~ for au order authorizing 
it to inerease the rates for water 
service in its Calipatria-Niland ) 
District. ) 

) 

, _,,' ., '; 1 

Applica tion No·. ,58:137 
(Filed June 7, 1978) 

O'Melveny & Myers, by Haro-ld M. Messmer, Attorney' 
at LaW,. for applicant. 

Philip s. Weismehl, Attorney' at La~, and John Foth, 
for the Commission staff. 

o P I,N ION 
~ ..... ~ .-- ... ~.-

Applicant Southern California Water Company (SCWC)':::equests, 
authority to increase water rates by $95,900 (68.9 percent) annually 

, , 

on the basis 0: test year 1979 for i,ts calipattia-NilandDistrict' 
in I.mperial Coun-:y. SCWC states that the rates proposed would 
ea::n an estimated 9.6 percent rate of return for test year 1979 and 
d.Il. average 15 .. 0 percent return on common equity for the th:ee-year 
period 1978 through 1980. 

S~.J'C, a california corporation, renders public u-:i1itr 
water service in various areas, in the counties,of', Contra Costa,. , 
I::perial, Los Angeles, Orange, Sacramento,. San Bernardino·, and " 
Ventura, and public utility electric service'in thd v1cinityo:f Big, 
Bear Lake in San Be::nardino County_ SC"";C also owns al10.f' the, 

, , . . . 

outstanding capital stock of a subsidiary, Califo,rniaCitiesWater 
Company, which :enders pu'l>lic utility water service in var:tou~ ,,' 
areas ill the cOUl.'lties 0: Lake, Los Angeles, Orange,. San ,B.erc.ardino,~ 
San louis Obispo, 3nd Santa ;s.,.rbara~ ," 

," " " 
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All water supply for the calipatria-Niland District is, 
" 

purc:ba.sed from the Imperial Irrigation District. In the Calipatria 
area the water is delivered into settling basins. It isthe.n 
pumped to an elevated steel tank and on into' the' dis,tribution system.. 

The water in the Niland area is delivered into settling: basins and 
is then delivered to the distribution system by gravity flow. All 
pu:cha.sed water is tX'eated with chlorine, copper sulphate" aluminum 
sulphate, a:n~ polyelectrolyte' as it enters the settling basins. The, 
water is fcither chlorinated after it is dis,charged from' the settling. 
basins and prior to. delivery to. the distribution: system. The app.11-

, ' ' 

cation states that in 1978- a dual media rapid sand pres'su~ filter 
i~ to be constr.lcted at Niland with a similar plant to. be' built, , 

:t:zi, 1979 at calipatria. These plants are necessary to, meet the 
::r4~ements of the Public Health Department of the state of california. 

As of December 31, 1977, there were 100,004 feet of distX'i­
c-ution mains in the Calipatria-Niland District ranging in: size- up 

tf~ 12' inches in diameter. The various types of pipe ~ompris:tngthe, 
distribution mains in the system areas follows: 

Total Length Percent, 
Type or Pipe In Feet Of'Tetal 

Asbestos Cement 85,700 85.,701. 
'cast Iron 3,.772 3:.77 
Standard Steel 5"70S, 5,.oi 
Steel Casing' 4',827, 4,.83:' 

Total 100,004 '" 100~00~ 

Storage facilities in the calipatria-Niland Distr1ct~consist 
of eight earth-filled settling basins with a combined capacity 'of .. 
15,000,000 gallons. One of- the earth-filled settl:f.ng basins has· a 

gunite ljn:lng. There is also one elevated steel tank,. SO:,OOO-gallon 
capacity, in. the Calipatria area-. 
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As of February 28, 1978, the Calipatria-Niland District .' 
was providing water service to 984 customers; 914 were onanmJl'lletered 

schedule and the balance was- on a metered . schedule. In addition" 
there were 76 fire hydrants for public fire protection cotmectedto 

the system. '. 
After due notice public hearing was . held' before Administrative 

Law Judge Banks- in Brawley on February ~l, 1979~ at which ' t:lmethe­
matter was submitted. 

Testimony on behalf of SCWC was presented by its vice 
president of operations and its manager of the rate .and valuati,on 
department. The Commission staff pres~tation was madetbrough a 
utility engi.:leer with the Operations Division., ' 

Approximately 15 to 20 members of the public attended the' 
hearing and three customers made statements in opposition to- the 
increase. Each of these customers stated they had problems. re,lating 
to' water pressure~ taste, water quality,. fire protectioll,.and 

overall company service. !.be Commission also received letters frOM 
the mayor of Calipatria and the city attorney of calipatria. In 
addition to objecting to the hearing having been held in Brawley, 
the mayor expressed concern. over fire hydrant pressure available in 
Calipatria with the resultant high fire insurance premiums. 

Rates 
Rates for the Calipatr'".a.a-Niland District were last adjusted 

by Decision No. 81258 dated April 10, 1973, in Application No-.- 53594.' 
The present rates were reduced effective September 1, 1978:,. with 
the filing of Advice Letter No. 532-W which gave effect to; the 
reduction of ad valorem. taxes with the adoption of Article XIII-A 
of the califoxniaCOnstitution (Proposition ]3;). 
Need for Rate Increase 

-'!he application states that at present rates·· the rate of' 

return on rate base will be only 3.46 percent en estimated: 197.9' test· 
year. It states that this low rate of return· is mainly caused~'by.a' 
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U'lajor increase in rate base due to the required installation: of 
two £iltratiOtJ. plants in addition to increases in the· costs of' 
pu:.rcbased water~ labor~ postage> payroll taxes, liability insurance~ 
property· taxes, and depreci.ation since these items were last 
considered by the Commission in setting rates. 

Sale est1mates that at proposed'·ra.tes it would earn 

a rate of retarn of approximately 9.60' percent based on test year 
1979, which it alleges is the minfmumrate of return necessary' t~. 
attract capital at a reasonable cost and to maintain,appropriate 
borrowing capability or credit. It is also alleged tbat:·the expense 
levels reflected in test year 1979 are the latest known rates for" 
purchased water~ energy, postage~ labor~ payroll taxes,,. ad'valorem. 
taxes ~ and income taxes. 

With respect to the addition of the. two' filtrat10n ... '" . _ " .. ~ .. 
plants~ SOle states that the California. Department of Health on 
October 20~ 1977, incorporated into Title 22, Division 4 of' the·' 
california Ac1ministrative Code, Chapter 15~ Domestic Water Quality 
and Monitoring~ which established "primary and secondary <ir1nk1ng 
water standards for public water systems". T?e primary_ drinking. ~ 
water standards contained in these regulations are based upon the' 

, ,,!' 

National Interim Primary Drinking Wat~ Regulations. to be met by all 
public water systems. 'Ihe regulation· also provides the maximum. . 
contaminant level for turbidity in dri.nld.ng, water, measured. daily 
and ave:aged monthly. SCWC states:.that to meet this primary 

",. 

health· standard. in its cali'P4tria-Nilaud D:tstric·t _. it: is necessary 
to install the dual media rapid sand, filtration plants. The estimated 
installed capital cost of the two plants is $353,lOOwhich represents, 
an increase in rate base of 95 percent over the present rate base, 
excluding the filter plants,. and that average revenue requirement' 

, J"" 

caused by the filter plants is $4~~83 per customer per month.~s . 
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average revenue requirement is approximately 61 percent of the increase 

of $7.92 per customer per month requested. 

Results of Operation 
The following table compares the snmmary of earnings estimates 

of SCW'C and the staff for estimated test year 1979 at present and'pro-

posed rates,. together with the adopted summary of earnings for test 

yea::: 1979. 

• 

SOU'rHERN CAI..IFORNIA WATER COMPANY 

Calipatr1a-Niland District' 

Present Rates Pro¥osed Rates 
Sta!f OtIIl:tI ~tar, OtiIity 

Operating Revenues $135.4 $139' • .3 $233.3' $235,." 
Operating Expenses 

" , ",~, , 
", 

Operation & Maint • 86.9' '84.5- 87.1 84.7, 
Adm. & Gen. 20.3 19.2,- 21.6 20.6-
Gen. Office Prorated 7.9 7.5 7.9' 7.5, 

Total 115 1: ., 111.2, 116.6- 1li~6 
"" " " 

Depreciation lS.7" 23.9 18:.7 2$~9: I'~~ , 
" 

Taxes Other 'Iban Inc. 8.3:, 19'.8 8.3; I9'.S: 
i: 
'. , 

State Corp. Franch. Tax -4.0 -4.7 4.7 3.S: " 

" 

Federal Inc. Tax -26.8- -35.5 13.5 5~7" 
, 
\ ' 

Total 111.3 114.7 161.8: 166.0":· 

Net Operating Revenues 24.1 25.1' 71.5 69~.7 , 

Rate Base 633.2 726.1' 633;.Z 726.1" 
Rate of Return 3.811. 3 .. 46" 11.2~ 9~607.' ,. 

Ado:eted 
$207~1 

87.1' 
21 .. ~, , 

7'.9: 
U6.:J:: " 

."<, 

18~7 
8~3 ' 

2:.4' 
2"~t, . 

143.:3' 

5S:~$ , 
633~2;', 

9~2~'t'" 

Operating Revenues:,:~ , ;:' , 
The staff's estimated total operating revenue, as contained: in" 

Exhibit 15,. is reasonably close t~ sewe's estimate,. differing: by only 

$2)4.00~ In its estimates the staff'accepted asreasonable~~SCWc.' s 
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8/13/79' 

estim3.ted average comme:rci31 metered and commerc':l,al flat rate con­
sumption. 'These two cla.sscs account for the bulk of SCWC 's' revenues. 

'The small difference between staff's and SCWC's est:Lma.tes, / 
occurs mainly because (1) for metered revenues at present rates for yr . " 
commereial' and publie .:t.uthority, SCWC plaeed all the quantity 
usage in the first rate block· with industrial usage allocated 

. .,-, ," , . 

between the first and second rate block while the staff's estimates 
for commercial, public authority, and industrial usage~was: based 

on an allocation to the first and second rate block as indicated 

by recorded data for 12 months ending June 30" 1978, and' (2Y for 

flat rate service SCW'C estimOltcd service at a higher flat rate than 
did the sufi. 

We believe the staff method of allocating the usage ,between 
rate blocks based on recorded data is more reliable', tban!s sewe's-
and it ~~ll be adopted for test year 1979. ~ 
gpeiating Expenses 

'!he staff estim:lte of operating and maintenance expenses " 
exceeded SCWC" s estimates by $2,400. Both. SCWC and staff. used. 
basic power rates effective September 1, 1974, to' estimate pur-
ehased power costs, but SCWC included the power to operate the pro-

posed Calipatria filtration plant whereas the staff excluded it 
because the filtration is not expected to go into operation until 
the beginning o£ 1980. For payroll SCWC used recorded 1977' payroll 
projected to 1979 using a 9~13 percent increase for 1978 and a 7.0' percent 
increase for 1979. The staff estimated payroll expense using 1977 :; 
recorded figures adjusted to reflect the replacement o£·three part-

time employees with one full:-time employee and giving full-year 

effect to the new employees' ~larY'. 

The staff's and SCWC' s administrative and general expenses 

differed only slightly with minor differences 'in .payroll~emp'loyee·., 
pension and benefits~ injuries and damages expenses, and regulatory· 
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..... 

expenses. We will adopt the staff's est:tmates';- as they are based on later, 
~ , 

informa.t1on~ p4xticularly those dealing with payroll~ :and related" .items" 
and because the Calipatria plant will not -go into operation until l;980~ 
Administrative and General Expenses 

The staff estimated administrative and general expenses 
exceeded SCWC's estimate by only $-l~OOO. Because the,: staff used 
more recent data, particularly those e."q)enses dealing with payroll 
and- related items, we will adopt the staff estimate.­
Depreeiation Expense 

SCWC uses-the straight line remaining, life method to, 
ealcula.te depreciation exp~e. !he difference of' $5,,200 between 
SCWC and staff estimates is expla.:t:c.ed 'l?ythe timing of the two new 
filtration plants coming on line. Because the staff had access to 
later info:mation as, to the date the plants would come on line~ its 
estimate, is more acCU%ate and will be adopted'." -, 
Taxes Other Than Income 

, ,I' 

..w." .. ,..-,,' 

sCW'c's estimate for ad valorem taxes exceeded staff' sby , 

$ll,SOO. '!he staff estimate took into account the enactment and:: 
implementation of Proposition U~ using the composite tax rate of 

.""0 
~:' ,_t· . 

" ' 

1.094 percent from the actual 1978:-1979' tax: bill times the estimated 

market value for 1979-1980. staff's estimate did not include any' 

value for -the calipatria filtra.tion plaut. SCWC used the, latest 
effective taxra.te prior to, the enactment of Proposition l.S and _ 
:included in its assessed value estimate the Calipatria £iltrat:to~ 
plaut. We will adopt the staff's estimate: for ad valorem taxes. " 
Rate :Base 

SOle's estimate for average depreciated rate -base exceeded - . 
staff's est:lmate by $92~ 900. This is explained. by scwc's, rolling 

• . ,I 

back to the beginning of 1978: both the Niland' and the cal!patr:£a 
filtration plants while the staff rolled back te> thebeginnillg of 

1979 only the N:Lland plaut,. The staff also- bad access to SCWC.'s .. 

" , 

-7-, 
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'tlpdated consttuct:::on budget for es-timating additions. The combina­
tion of not "rolling back" the calipatria filtration plant-plus 
access to the updated conStruction budget resulted :i.n the staff's 

estimated beginning of year balance for plant being $12S~900 lower 
than that of SCWC' s. SCWC did not disagree with the staff figuxes. 
'tie will adopt staff's rate base figures as they are basedotl. l3.ter 

information and- beeause it is unfair to roll back to 1978: the cost" 
of the two filtration plants. 

Rate of Return -

Incorpc:a.~edby reference in this record-were the exhibi:ts, 
testill1ony~ aud rel.:lted cross-examination presented by witnesses for 
SCW'C and the staff at the hearings held in Application No-. 58203-
for a general rate inc:rease in SCWC's Ojai District)} 

The rates proposed in this application were designed by 
SC"iC to produce a rate of _ return of approximately _ 9.60 .perc~t. ba~ed 
ou estimated test~' year 1979. SCWC alleges that this is the miniJDUTl'l 
rate of ret:u:rn required by it to attract capital at" a reasonable 
cost and to maintain appropriate borrowing capability or credit~ 
scwe also alleges that the expense levels reflected· in test year 
1979 are the lowest known· for purchased water, energy, postage, 18bor, 
payroll taxes, ad valorem taxes, and income taxes., and· reques.ts- :that . 
the effect of any increases or decreases' of these expense items at-

the time of ded.sion be included in the rates. authorized.. ._ 

!l Testimony and exhibits. relating. to SOle f s general office' revenues 
and expenses, including. adjustments to the staff report giving 
effect to later information, cost of money, capitalization ratios, 
and rate of return were presented by scwe and staff witnesses in 
Application No~ 58203 for sewe's: Ojai District •. These exhibits, 
together with -eross-exam;nation, were included in . this record 
by reference as Exhibits 9~ 10, lOa, 11, 12, 13,.14, 14&, 16, 
and 17. . I ' • 

-8:-
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• In this proceeding the staf£"s, financial ~tness in... / 
2' . . .• - • , 

Exhibit 15.,-' as amended by Exhibit 17 ~ recommends that the rate 
of l:eturn be set at 9.28 percent for 1979 and 9.3S percent for 198:0 
wh:Lch would pl:ov1de a :eturc. on common stock equity.·~of a.pproXimately 
13 percent. The incre~se recommended for 1980 is necessary in o:rdel: 
to maintain a 13.0 perccn.t return on common equity since the ·embedded 

cost of debt will increase from 7.22' percent in 1979 to: 7.40 percent 
in 1980. Exhibit 16 ~.tates tMt the recommended rates ()f return 
give consideration to the financial attrition expected to occur<:and 
is consistent with the Commission's policy of.ta1d.ng,into·considel:a­
tion attrition in rate of return so tha.'t major utilities:, can go 
two yea-.rs -~thout general rate relief. We concur w:f:.tb.the staff· ';: 

recommenda tion and will adopt as reasonable a 9.2'9" percent· l:ate olf 
return on :rate base. ~I '; 
Attn.eion in Rate of Return . ' . " 

• Attrition. ill rate of :return can take the 'form of o}'era,t:lonal;'. 

• 

4ttri1:ion or :financial Olttrition~ 
Although SCWC requests a 9'.60 percent rate of .return on 

. . , 

Tate base for 1979 test year ~ it states that due to ~n upward tret;d 
of 0.20 percent, indicated by a 9.40 percent rate of return. on 197:S­
rate base and the 9.60pc:r:cent for 1979, the requested 9.80 percen:t,' 
ra te of ret1n'n would be rei lized in 1980. However, SCWC's, est1mat~d 
upward ttend in rate of raturn is due to its, "rolling'"back,r to· the:,: 
beginning of year 1978. both filtration plants;': . . , 

Y Staff's financial witness origina1.lyrecommended a rate of 
retur.l of 9 .. 23: pc:cent and 9 .. 33 percent for the years 1979 and 
1980, respectively. The recommendation was changed tOo reflec't 
changes in interest rate on long-term. debt and capital ratios 
resulting from the cot:'ve'rsion of ,c«Nertib1e debentures to 
cormnon. stock. ' ' 

,!I Because of the size of the ~dopted ratebase~ a 9~28 percent rate 
of retw':n equals $58., 7 60 ."which, ,when roundedo.ff to· the: neares,t 
$100 would be $58~800 or 9.29 percent • 

.. 
. ,. 
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The staff report estimates the following cba':lges in ':rate of' 
retuxn based on our analysis ,of the results' of operation 'for Calipatr:i.a­
Niland District for estimated 1978: and. test year 1979: 

1978 
1979 

Item -

Rate of Return 

Present Rates 
~taff Utility 
5.051. 3.541-
3.81 3.46, ' 

, Proposed Rites. 
Staf~ Ut~lity 

16-.351. 9:.401.: 
11.29: 9.60 

.,:'\ 

" 5~O~ ':~(q'~20j~":' , , ' 1.24 O.OS: Cb.aD.se in Rate o~: Return 
I-

Change Resulting: From:: ' 
IuC%'e4se .in'Oper. 'Ex? 
Excl.ud1ng,F:tlt.r.. •. Plant .59' . 

Iuaease in Ut~l. Fin.' Plant . 
. Add. Exc1u~g.F:11tr.' Plant' .33: 
InC%'ease'1n' Oper. Exp-. Due 

• 
:to Filtr. Plant 

l:ncrea.se . Due toF11tt. Plant 
Other 

I 

Change in Rate of Return 
Change in Rate of Ret:t.m:. 
Without Filtr. Plant 

.31 
(.07) 
{.OS) 
1.24' 

1.00, 

(Red Figure) 

-

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

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

.59 " 

.68, ,', 

.• 31 
3:.70·:" ',. 
(,22), 

. 5.06~:, ' 

l~O> 

... r-
,:~.t"'~" ' 

With respect to the specific recommendation on rate ofr~tu.rn, 
the staff in Exhibit 1& states. that the efficieney of the Ca1ipatr1a­
Niland District can and should be improved which in turn: would:. reduce 
operation and maintenance expenses. The staff also alleges that s:tn.ee 
the attrition in rate of retu.rn without the filtration p-lant is pr~rily 
due to the iIl,crea.se :in operating expenses, it recommends that a 0'.90" , 
percent atttition. in rate of reta%'n be eonside:red insetting rates for 
the Calipatri;~-Niland District. It also recommends tba'~ the ,attrition:, 

, .' 
due to the Ni~d filtration p.lant not be considered:' i'c.' that it :ts an , 
abnormal plaut> investment for this district and, tbatthe adopted rates, ... ".- ~,;~~t.' ,. 

" .. ~ 
I: .':" 
., "~I 10 
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be in the form of step rates with SCWC required. to. f:tle an advice letter' 
I" 

3'1: the end of 'l:he 1979 test year to. justify the next s:tep, increase based:; , 
on the' adopted normlized consumption., ie will adop,t the s~a:f£ recommen­
dation as it is a re~sonablc approach to, eliminating the eros:Lonprob.lem.' 

. , 
Rate Design ,. 

W'a ter sexvice in the Cllipaeria. "'N:f.laridD:Ls:trict :ts~ now 
pro-r.4:ded under the followine. schedules: 

Genera.l Metered Se:r:vice 
General Flat Rate Service 
Public Fire Hydra.nt Service 
Private Fire Hydrant Service 
Construction and Other Temporary 

Flat Rate Se:rvice 
Service to Company Employees 
SCWC proposes to incr~se its general metered service and 

general flat rate service. It proposes to increase private fire :' 
protection service from a charge of $2 per inch to $3 per inch of 
service size. No change is propo,sed for public fire hydrant ser'V:tce • 

SCWC states that in recent decisions the Commission defined 
lifeline rates as service charges of 5/8' inch x 3/4 inch meters. a;nd the 
first 300 cubic feet per month of sales and that the proposed rates 

" 
were designed according to this definition .• 

With :respect to the specific rate design for metered 
service in its Cal!.~trin-Niland Distr:i.ct!J scwc st~tes that it 
believes that a reasonable interpretation of, the lifeline concep,t 
would be to propose no incroose in rates for l:tfeline service until 
the rates fo: all other service have increased'approximately 2'5· 
percent over rates prevailing on January l!J 197&.· Using thisconce?t 
in designing. the proposed rates, once the 25 percent increase to 
all other service was determined,. tJ::te remaining', proposed increase 
was spread on a pro rata percentage' basis to lifeline atidother. 
sC'!rv:Lce. It ~ls alleged tru'l.t the,. effect of thi; rate;' d.esign .is'',tMtthe / 
overall increase for lifeline serVice is 40., percent while for, overall v ' 
service the average increase is 6S~6 percent' and. that-this, results: in' 

• a uniform quant.it.y rat.e. 

-11- "',./ ... . ',., ',. 
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The staff recommends that SCWC' s rate:d~~:tgn proposal ~,: 
adopted and, in addition, that: (1) the service charge for 314-
inch and l-illch meters be rounded to the nearest '10 cents; (2) that, 
the service charge for meters larger thali'· 1 inch be romlded to' the 
nearest doll.az; and (3) to accept SCWC's proposal of revising; its, 
eompany-wide Schedule No. 44'-A~ Private Fire Protection Service, to 
include the calipatria. .. Niland District under Ra,~e,: A.. 

Appli~:mt' s sho~dn~ i::. -:hi~s. proceecl:irig'j;;r..cltlded no metered 
:-esident-ial services.. Thu.s~ the matter of li;r~;i.ine allowan'ces ~houid 

: '. -, I"'" .::'."', '., 

'be conside:-ee. in. .3. future p:-oceeding, if and when: ::leters are installed, 
on the .nat ra-ce services. Appli~&'l.t' s design'~~th;a single CJ.uan~itY 

. ' ''",:/,' 1(. " ," I ' • 

rate would :-es,;.1 t in an excessive increase' in costs. to large, water use'rs.' , 
, '!" . . 'I~I ,t, .' • .' • '.. '. 

two-block $,t.rUcture •. w:i. thdeclining '. ~nere~o:-e we will adopt the present 
rates, but with a large:- percentage 
Service 

inc:oeas,e oil., ~~e second-rate bl:oek~, ,'" 

The staff. exhibit S"'I1'IIMr izes' SCWC' S . co~laint file ,~or 1977: 
and 1978,:as follows: .. '1';;' 

,~ 

Leaks 
High Mlls 
va. ter Quality 
PresSU%'e' 

Total 

1977' -
25 '~, .,. .•. 

",. , 

1 
5:,· 

,,-,,'. 

3'S'" , I.,!,;, 
'. 

" 

I,.(! 

" 

'!he report states that all of· th~ ab~ve Wer~ .,satisfact~rlly 
,.r, ". 

resolved. ",,' < 
At the hearing one customer stated" ~t, thequal:tty of . 

water furnished was poor and that :tt· necess:ttate~'. ~onstantrep'lace­
ment ,0£ bathroom and ld.tchen f:txttc:es. On: cross~~G,m';nation SOle's 
vice president~ Mr. Anthony~ state~ with the' installation of the I 

, , 

treatment plants:. the water quality. would improvesigni£1eantly, 

. 
'-I " . " 

that turbidity would be reduced £rom its present 1.0 percent: to about 0.3, 

0.4~ or 0.5 percent and that water qualitywould'becomparable.to:other 
citie~ such as Los. Angeles. .... . , 

Based on the record, herein~ we':,cone:J.,ude that' overall: ;serviee 
is satisfactory and that with the two: new: 'filtration pl.an.ts ,com:t:ng· . 
on line in 1979:. water .. quality will improve,£Urther reducing: the' 
number of customer complaints. ':" ,.,; 

. ,,:", 
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:a:r Decision No. 88692, dated April 11, 1978, in Case 
No. 10114, we :-equired t:l:lat Class A. and Class :s. water, utilities 
inelude, as part or tmy new general rate: application, an aualysis 

, . . 
or (1) the costs and 'benefits·· ot metering new service to- various' 
classes or customers and (2) the eost and' benefits or convertiDg . . " 

various classes or existing nat. rate service to metered::serv±ce. 
~e term. "va...-ious classes ot customers'f re!erred to' the!ollowing: 

• • .,.. J • 

A. Nonresidential (excluding tire protection). 

E. 

c. 
D. 

E. 

F. 

G. 

R. 

Residential with a service pipe larger than one inch .. 

Residential with multi-tamily dwellings. 

Residential with lot larger than 25,.OOOsqua.:re feet. 

Residential with lot larger than l6,00i square' feet, 
but less than 25,000 square teet. 

Residential with. lot larger than 10,001 square: teet, 
"out less than f,6,OOO square teet.' 

" 

Residential, with lot larger than' 6,001 square .·feet, .. 
'but less than 10,000 square teet. ,,' 

Residential with lot less than 6,000 squ.are teet .. 

In response to this requi::rement, applicant submitted 
, , " ,,' 

Table 12-C as j;)art or the "Report on the Besults of Operati'ons " .' 
~or Calipatria-Niland Disttict lT

, which was later introduc.ed, ~d,'" 
accepted as Exhibit 4. in the hearing. Table 12-C,' titleci, " 
"I:o.e=emental :Revenue Bequirement 0'£ Meter I:c.stal1ations tl purported 
to show that eapi talization or costs o:! :9r.o-rlcii:cg mete::'s, for, 
1,009 custo::ners. would increase rate 'base 'by 5154,.:400, 8lld.· t~t a. 
ret'urn OIl this base of 9.7 percent wOuld req~re $28',400 gross 
revenue, o~ which S15,000 would: be net revenue·~· The cost p·er­
eustoI:lers was computed at $28- per yeax or $2. ,.; per month., : 

. , .. ,",...'" ._,. .' 'T. ".,.. . .. ---, .. "'- .. ,' .... , '", 

" . 

,,", . 
~> , ' \ ; , • "" ,I 

/' 
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., ,. 

. ,. 
; .•... 

';".("', "':'.' .. , .. ,.... 
". ~:::;.~ .. ~~::'~~' • .,..l'. 

, .. ,'\., 
.' . 

" . 

, .~. " 

) I", 

Applicant failed to provide a 'breakdown by classification 
or conclusions as to cost benefits, nor ~~ref~Y ~evaluations. or', 

I ., "" I 

wate~ conservation made. ",!" ,i, 

By letter., dated Nove:a.oer 20, 1975:':~ a:ppJ.:'ica:c.t, was ;'. 
notified by the Commission staff' that the::'all~riiswa.s:,re,j'ected 

. "J";: \ ," ,I' 

and' was to be resubmitted ill contorma:o.cec ,with Decision No .. ' 88692" 
and Seetio::l 781. . 

~e eost/benei'it study :introduced a.s,Exhibi~· 4.!ails' 
to show rm:y of'!'setting benefits to be derived;-' rrommeteriJlg;<:t~e •. 
the expected savings in water us~, alld tlie be~e!it valuewh:i:~hmay be 
ascribed to such savings.. Nor does, it !!1eetthe requiremc£"t:s.either 

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

o!DeeisioD. No. 88692' or Section 781 or the Cali:tornia.;PTlb!ic 
!.r::,:.,!.:;", 

Utilities Code.,,,-_, 
~ As the cost comparison .·made has: no~alidit:1as,:~T::;: 

• • I, ' ". • ~ ,... .' ,I,. oj 1'1 

eost/bene:t:it a:o.a.lysis, and does ::.ot per:nit'cheCommission'::to 

:nake arxy' of the findings req~edJ 'by Sedt~oll" 781, this· matter-. 
" " ", I ",': . • • " .. ",,;,~.i;'.' , 

should be continued to the next general;rate:iJicreaseappJ:ication 
, . .' ",' '. "'",",',,1" . 

p:.-oceeding wlien., a1'ter proper public ::'otice!: to customers';.io:t.: the. , 
. '.." .' ';' " ,"'" ~., ' :: ' ,', ,.' i .~;. . , c· , 

:netering issue, the a:pplicant sh6uld"p:::-,otid'e a study whichrwould" 
!o~ a basis .:tor determiniDg whethero:rnot su,ch~~~ding~,:,,:,!':'" . 
a:"t~ :?ossi'ble. ;1",',," . ::',;;.',:,:;-; 

" ":', . ;"'\,\",;,!,:,,~ 
I'';:,'' 

" ). 

.... , 
" 

t<;' " ~. • • 
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" ''- <' " ....... 

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

VOlUntary Wage and Price Guideiines " 

. ' 

,"'.: .. 
I",',' .... 

,­
" 

, . ".,' ~ .. . ', .~ 

SCWC's witness Young sponsored ExhibitS, to; illustxate 
how the rE.-q,uested rate :tncrease complied with the P:r:e~:[dentr:~.;.gu.ide ... 
lines on wge and price stability. The basis for. the~ exhibit ;.was 
the Profit Margin Limitation published in the' Federal ReSister. The 
exhibit compared total requested revenue increases' soUght: by":scwc 

, , 

to the ma.x:i.mum. net pretax company revenue increase permitted by 

the guidelines. The exhibit also compa'red the pretax pro,fit margin!t 
which could occur if Sale's requested :revenue increase were: granted:r 
with the profit I\l.S%gin pe:rmitted by the guidelines. The' witness: 
stated that in each instance the requested' revenue' increase;' would' 
not, exc~~ the volun~ ,guidelines imp~sed., 
Findings of Fact .' 

1. Sale is: in need o£additional, revenues for" its Calipatria-
Niland Dist::d.ct, but the p:roposed:~ rates set- forth in: t~e:appl~cat1on 
are excessive. '; ::~., 

2. The adopted estimates previously discussed herein 'of Cr'pera~-
ing revenues, operating expenses!t and' rate base fortest'yea.r 1979' , -

; ....... ".1 

reasonably indicate the results of sewe's operations in :tts"\Calipatria-
Niland District in the near future. 

. ,.. '-,)~ 

, '''I. 

s. ':the adopted estimates for ad valorem taxes inc.1uded in 
"Taxes, Other Than Income" include the estimatee: : effect of'\Propos:lti()'D. 
13 .. )' , . 

. . ' . " . ~, 

4. The proposed rate of: return on rate b:a:se" of 9.6C:'percent 
which is estimated to- produce a. 15. o percent re;b:n,on, C~'D.; c 

equity is excessive.. ' .. , 
., .. ' , 

\.~,. 
, 
\ 

0' 

I,' 

'I'" 
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, '" .. 

5. A rate of :return of 9.29 ,percent for 1979-and9.38, per­
cent for 1980 on the adopted rate base, which is- estimated to: produce 
a :return on .commouequity of 13.0 percent is- reasonable." 'It balances 
the interest of the ratepayers while ,proViding a, reasonable return 
to investors. - , 

6. '!he authorized increase in rates for 1979 at the 9.29' 
percent rate of rett:c:n for test-year 1979' is expected to provide 
increased revenues of approx:Lma.te1y$7l7 700 (53.0 percent) for 
SCW'C' s metered~ unmetered, and; private fire protection service com-' 
pared to the requested increase of $95,.900' (68~. 9' percent on sewe's 
estimate of revenue at present rates). 

7. Estimates of attrition in rate of return of 0.90 percent: 
between 1979'and 1980 are reasonable. 

8. AtI. additional step increase in rates for 1980, d~eto 0.90' 
percent attrition, is expected to· provide increased revenues of 
approximately $11,.800. .. . " 

9. !he overall quality, of service rendered by scwem' :Lts 
Calipatria-Niland District is adequate • ": 

10. The requirements of" Decision No. SS692 were not. met by _ 
th.e applicant's presentation. The metering, st.udy requirementsior 

, , ' 

Cclipat:"ia-Niland District. should be continued to the next. general 
:-ate inc:-ease of applicant, with proper public notice'to' customerS or 

• " ~I • 

,:he :etering issue, to provide a basiS for d'et erm:Lna;ti on of prope:..-
i"indings U!lder Section 781 o£ the California pUblic Utili 'CiesCode, .... 

. . .. 
11.. The increase authorized herein is in compliance'withthe 

President's Guidelines. On Wage and Price Stability. 
12. The adopted rates, incorporating the present t'WO-:block­

schedule with declining quantity rates, are reasonable and will result . 
in the most equit.able rates for the customers in the Calipai~a-
Niland. District. 

, ~,. 
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CClOclusion of Law -
.. The application should be granted to the extent set forth' 

h~rein. Since there is a demonstrated immediate need for ,this rate 
rc'lie£~ the following order should be effective the date of sigcatuxe. 

Q.!~!B. 

IT IS ORDERED tba t: 
"., 1. After the effectivecla.te of this order~ 'SO"~thern, california 

v;at:er Company is authQ~rlzed t:o file the revised rat:e': schedules a.ttached 
~o this. order as Appendix A., andconcu:rently to· Withdraw and cancel 

, . 
its presently effective schedules. Such filing shall comply with 
General ~der No. 96-A. The effective date of the revised filing, 
sball be fou:r days after the date of the filing. The revised 
schedules Shall apply only to service rendered on and after the 
effective date hereof • 

2. On or before November 15, 1979:, Southern california Water' 
Company is authoriZed to file step rates attached to this·, .order as 
Appendix :s or to file a lesser increase which includes a uniform 
.:ents-per-hundred-eubic-feet of water adjustment from Appendix B 
for consumption over 300 cubic feet per month in the event that 
-:he calipatria-Niland District rate of return, on rate base" adjus,ted 
,~o reflect the rates then in effect and normal ratemB.k1l1g adj.ustments 
for the twelve months ending September 30, 1979-, exceeds 9-.33·percent • 

':"~ch filing shall comply with General Order No. 96,-A.' The effective-' 

I' 
I" 
1< 
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date o~ 'the revised schedule shall be January 1, 19$0. The revised 
schedule shall apply only to service rendered on a.."ld: af'terthe . 
effective date hereof. 

! 

TAe effective date of this order is the date herec£. 
Dated AUG 14 1979 ,'. at San francisco, calif~rnia. 
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APPEND IX A' 
Page lotI. 

SOTJ'I'KERN CA'LU"ORNIA WA1'ER COMPANY. 

Calipa~ria-Niland Dis~ric~ 

Schedule No. CN-l 

GENERAL ME'I"ERED SERVICE 

APPLICA'e ILIl'Y 

Applicable to· all metered water service., 

TERRr!ORY 

C11:y of CalipAtria. and community of Niland; and ad.jacent territory . 
in Imperial ~un.~y. 

RATES . 
-; 

.. \ 

For'1:l\e first 20,000cu.ft., per 100 eu.ft. 
Fer allover 20,000 eu.ft., per 100 eu.£t.' 

,. ,-

Per, Meter' . 
P~"Month' 

$- 0.42', (I) .' " . 
0.304' ex) 

Serv1ee' Ch&rge: 

For 5f~ x 3/4-ineh meter .•.•................. $ 6.10' 
For 
For 
For 
For 
For 
For 
For 
For 

3/4-inc:hme1:er ........ ~ .....•.....• S.10· 
l-incb. meter ..................... 9.90 

1-1/2-1nch meter ..••....•............ 13.00 
2-incb. meter .................•... lS·.OO 
3-ineh meter .........•..........• 24.00 
4-ineh meter ........ ' ..•...•.. ' ....... ' .. 54.:00 
6-ineh meter .......•... -.... ~ .... 92'.00 
S-1nch.me~eX' •...........•.•...... 122.00., 

The Service Charge is 4 readiness-to-serve 
eb.arge,applieabletoall metered service and 
to whieh 1& to be ad.cied. .the quantity eharge 
computed.: at' the Quantity"R..a.t.es. 

., 
"r" . ' 

ex) 

(I) 
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APPENDIX A· 
Page·2 of 4-

SOtrrHERN CAlIFORNIA WATER COMPANY 

Calipatria-Niland Distric~ 
Schedule No. CN-2 

CENtRAL F'I.A.T' R.A:I'E SERVICE -

APPLlCAB n.:rrY 
, 

Applicable ~o &11 fl",~ r",~e W4~er service. 

l'ERR. ITORY 

1. For eac;h- single unit of occu-pancy, 
with inaide plumbing, served ~hrough 
8. 3/4-inch service -connection •••••••••••• 

" 
2. For each single uni~ of occupancy, 

with ins~de plumbing, served ~hrol;lgh 

$ 13.50 

'" l-inch service connection ••• ........... 16.80, 

3. For each addi~ional uni~ of· occupancy, 
with inside plumbing,. on. the same 
premises and served from the same 
service connec~ion of 1 or 2 above ....... 7.30 

4. For each. single uni~ of ~cupancy, 
without. inside plumbing.- served through 

(1) 

'" 3/4-inch service connection ............ . 6.70 (I) 

SPECIAL CONDI'l'IONS 

. . 
. ,t. '. 

I. The above fla~ rates apply to service connections not larger ~han. -
one inch in diameter. 

z~ -_ All aerv1ce flOe covered- by the above classificat.ions shall be 
furn1ahed only on. -&. meiered bash. 

~ I 
.'-\ 

- 3. For service covered by the above class:l.fica~1ons, 1fe1~her the.: 
utility or the customer ao elects, '" me~er shall be1nst.&lledand service 
proVided under Schedule No.CN-l,. General Metered' Service. . 
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APPLICABILITY 

APPENDIX A ' 
Pa.ge ) Of.4-

SOUTHER.": CALIFORNIA WATER COMP/[I.'Y 

Schedule No. AA-4 

All Dil'ltriets.' 

,'. 

PRIY.t\.TE. F:tRE PROTECTION: SERVICE 

ApplicAble to, all wat~r service' !u't'nish~dto, l=rivat:elyoWned~:r.re­
protection systems. 

TERRITORY 

Rate A - Applicable .... ithin the l?>ay,. Big Bear,. Calipatria-N,iland. 
Central l>asin, Co .... an Heights,. Lo~ Oso,s,. Orange County,. , 
Pomona Valley, San aernardino, Yalley,.' San D'im.'l.$"San 
Cabriel Valley, Santa Marin .. Southwest, C1e~13kep'mld 
Wrightwood' :Jistrict~.' 

R4te B - Applicable within the-Barstow, Culver City, a~d 'Simi Valley 
Districts .. 

ruJE -

'. 
~, .' 

Rate C - Applicable .... ithin the Arden .. Corc:!ova .. Desert" IlIldOjai, 
.......1.... . .. J • ..., 

Distrietz,- :...,;,.::.:~ "-, 
.,1\ "\: 

Per MOl'\th;, 

" .' A B., "C' 
For eACh inch of diameter'of service connection $3~OO ,$Z~Z'> $2 .. 00' 

SPECIAL CONDITIONS 
"~ 
II',~. 

1.. The fire protection service conncc::tion shall, be in~ulled by~he 
utility and the cost paid by the applicant. Suchp4yment sh..t!.l:lno'l: b.e 
subje<:t to refund .. /I'he fa<:ili~ie$ })&id for by ~he 41'1>11cant Shall be the 
sole pro1'~rty of the app1 iClln~. 

2.. The minimum diameter for fire protce~iQn serviCe sMHbe' four 
inches,.. and the maximum diameter shall be not more th.an'thediame~er 6-f 
the main to which the Service is connected. 

3. If a distribution maino! adcquates:tze to, serVe .4 Fivllte.:fire 
protection system in addi~ion to all other normal service does no,1:, :exist 
in the s~reet or alley adj tl.cent to the premises; to be served,. th"!'l;:~:'a :. 
sct'Vice main from ~he neares~ existing'mnin of adeqU4tCl ea1',aeity~5.hall be 
installed by 'l:he u~il i ty And the COl5t pllid by t.heappl icant..: .. Sw..h.payment 
sh4l1 not be subject toref\1nd.· . ',", . 

4. S<!rvtce hereunder is fo-r ·privat.e fire pro'tec::tion sy's-~em.s to,whi.eh' 
no connections for other then fire protection pU-.c'poses nrc allowed and 
which are reg.ulllrly insp.ected by the under....-ri t.ershaving, .ju'l:bdiction~ are 
install~ tl.cco-rciing. to &pecifications of thcut.:i:lS:t.y •. 4nd ar.e main".£nea. 

'/ 
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APPENDIX A 
Page 4;ot'4 , 

SO'IJT'HERN CAL IFORNtA WATER COMPANY 

Sch~~-l\lle No.' M-4Con.tinued' -
All Districts 

PR.IVATE FIRE PROTECTION SERVICE 

,< , 

SPECIAL CONDtr!ONS (Con~1nued) 

to-- the saeis£actien of the utility_ The'utility-may install the 
stand.&rd detector type meter appreved" by- the Board, o£Fire 
Underwriten fer pretection against theft,leakageer waste of 
water and the cost paid' by the applicant'.:' Such. payment' shall 
net be subject to. refund. 

I,: . \,' 

5.. I:l accordance With Section 774 ef ~he Public Utilities Cede,. th~;: , 
util1ty is not l1able!ot:' injury,d:amage'or leas resulting f,rom. 
faUure to :>rov1de adequ&1:e water sUPl>ly or pressure." ' 

" , 
~1Ir ' 

'." •. ' . < 

.... , . 

." 
'-, 

" 

...... .. 
. ~" 

:,," I 

";::" .' 

"'1' 



• 

• 

APPL!CABnnY 

APPENDIXB. 
pnge lor 2 

SOUTHERN CAL IFORNIA YATER COMPANY . 

Calipa~ria-Niland Dis~riet 

Sehedule No. CN-l 

CENERALMEIERED SERVICE 

...... ""~ 

-
'. ~ IJ '{ 

'. 
" 

City of C.alipa'tria and eOl1l'lNnity of Niland, and: adJacent terr i 'tory 
in Imperial County-

,.', . 
• ··,·r 

./, 

Quantity Rates: 
Per Meter," 
Per '~iiion 'th.', 

For~1:he first 20~000 eu.ft.,per 100 eu;..ft .. 
For' allover 20,000 eu.£t.,~ per 100 cu.f't • ......... 

".'.1. 

Service' ;~ge: ' 
. \ .. ' 
, yi",. . 

, Fox.:..-! ra. x,'3f4-ineh meter 
For.':' 3f4-ineh meter' .-••••••••••••••••••••••• 
For ... ' : l-inch meter .......................... , 

For ~ , 1-1/2-1nch, meter 
For 2-1neh', :ne~e: 
For 3-1ncn meter .-..... -.. -.~ .. ~ •.•....•. 
For 4-inch meter 
For 6-1nch meter -_ .•............... -..... 
For 8-1nch meter .' ........................ -.......... . 

'rhe, Service Charge is & read1ness-to-aerve'" .' 
charge appl1cableto all'metered serviCe and 
to. wh1ch 1s to. be' added the Cl,\tc,;1 ty charge 
computed at the Qu4ntity Rates. 

$ 6.45 
8.60; 

10.50 
l4.00 
19' .. 00 
25.00' 
57.00 
97.00 

129.00 

(I)" 
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APPLlCABIL:rY 

APPENDIX~ 
Page'2of 2 

SOU'l'HERN CALIFORNIA W'ATER COMPANY 

Calipatria-Niland District 
Schedul~ ~o. CN-2 

GtNER:Al. FLAT' RATE SERVICE 

, " - Appl1cAble to' all fla'!; rate, water tserv1ee. , 
' .. 1.. '. -

TERRIl'ORY -
City of CalipatriA andcommun.1ty of Niland" and Adjacent territorY 

ia." Imperial Coun~!.. '" '- :.:~' 
'. " Per Scvice " 

RATES ' Connec1:1oo..,· " 

1. For ~~ch single unit of occupat\cy~ , 
wi'th 1na1de plumbing:~, s~rved tllrough 
a 3/4-inch &ervice connection' .~.' .................... . 

I " 

2.. For each. sin.ste unit ofocc\l.pancY~' 
: wi. 'th inside, plumb-ing.. served' through 

Per Month "'/' 

a l-~nch service conn~ction •••.• ., •• '................ 17.80 

,3. For each. ad4itional unit of oc~~p~ncy~ 
with. itl.side pl\Ul\bing._ on' the s~e'>,' 
pre=1ees and served from 'the same ' 
sernce connection of 1 or 2 abO·;e: •• ..: ............. ' 7 .. 70 

! ""\ 

4. For eaell single unit of occupancy". ',~ 
wi'thou'!; inside plumbing. .. serv~: th.:-ough 
& 3/4-inch service connection. ~.~,~'.:: ....................... . 

. '; ;'~,;,I~. 
:.1" 

7.10 (I)' 

, , 
. "-" 

, ,',:,' ~':" ,: C j ", ' 
. '.j, I ~"I ~,. 

SPECIAl. CONDttIONS, 
I,' /'.... '1"'; 

1.. The above flAt. rAt.es apply- to,~;erlV:tce' connections not larger'th.an"i. 
one inch' in dbmeter.. :,~ '\"',"" 

t 

2. JJ.l serv:tc~ not covered 'by 'the,' ~~~e cla.ss1.ficat1onsshall bt;, 
furnished only on a metered basis;" .' 

3. For service covered by the. above clus:L£1c&t1ons, 1£ either the 
utility or the CUs1:omer so' ~lectsp & meter sh4l:1 b~ in~teJ.le<1' and,. service.,' 
prov1ded under S<:hedule No.CN-l, G~nC1:"al Metered' Service." ,:,~.' 

~' 

',,' ' 
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