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BEFORE THE PUBLIC UTILITIES COMMISSION oF THE STATE OF CALIFORNIA

In the Matter of the Application )
of the SOUTHERN CALIFORNIA WATER ) [
COMPANY for an order authorizing ) . Application No. 58137
it to Increase the rates for water ) (Flled June 7, 1978)
service Iin Iits Callipatria-Niland g - AR

ORDER MODIFYING DECISON NO. 90660
AND DENYING REHEARING -

Southern Californla Water Company (scwe) has filed a petition‘
for rehearing of Decislon No. 90660 issued August L4, 1979, in its(”
Application No. 58137. The petition concerns an 1ssue omitted S
from dis oussion In that decision and as yet unresolved by the Com—)ep'
mission. . : L h
Decision No. 90660 granted to SCWC for its Niland—Calipatria B
District a rate increase of approximately $71, 000 (53.0 percent)
for 1979 at & 9.29 percent rate of return and authority to: apply
step increases In its rates for 1680 in- order ro compensaxe SCWC _
for a proJected 0.90 percent attrition in its rate or'return How— o
ever, we dfd not Include In the 1979 test year rate base figure
the projected costs astridbutable to the construction of a dual
media rapid sand pressure filtration plant at Calipatria. (See
pp. 7-8 of Decision No. 90660.) It is expected that sueh plant
will be completed and placed in operation during 1980. -~ The’ plant.
15 needed to meet the requirements of the State: Deparpmenpﬁor’f
Health Services' primary health standards which provide the
maximum contaminant level for turbidity in drinking water as.
measured daily and averaged monthly. : - |

The Commission staff obJected to thevinolusion of‘the”oosts
of the Calipatria filtration plant in rate'base*priobftoethatf
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plant's being placed in actual operation and'proposediinstead:

that such costs be made the subject of an advice letter filing

upon the occurrence of that event. (See Staff Exhibit No; 15,
para. 44, p. 12.) This would pernmit SCWC to receive some- return

on Its investment wlthout necesoitating a new rate proceeding-in
1980, the only subject of which would be the costs.. or‘the Calipatria
filtration plant. SCWC agreed to the efficacy of that procedure o
ané sponsored an exhibit which set forth.sample rates and ealcula-:
tions under the procedure using an estimate of the costs, of the "
plant. (See Record, Vol. 1, at pp. 49-50, 60; ASCWC.EAhibitHNQ.\

6.) No objections to staff's proposals‘were*heardtorftakeo;;~ _

It 1s our opinion that the staff's proposdl'on'this Lssue
should be adopted. Inasmuch as '’ ohis lssue Was. raised at- hearing
and 1s the sudbJeet of evidence already on record in. this proceed-'
ing, no further hearings are neceosary.

TEEREFORE, IT IS ORDERED that:

1. Decision No. 90660 is hereby modified by the addition of
the following findings of fact:

"13. Southern California Wdter Company is currently
constructing a duwal media rapld sand pressure fil-
gration plant at Calipatria.in its Niland-Calipatria
District. It is expected that this plant will be.
completed and placed iIn operation iIn 1980. ,

"14. The Calipatria filtration plant is necessary
t0 meet the standards set by the State Department
of Health Services governing maximum contaminant
levels for twrbidity in dr;nking.water.

"5. Staff's proposal to 1nclude the costs of the
Calipatria Liltration plant:in rate base upon the
filing of an advice letter after the completion of
construction of the plant and commencement of 1ts‘
operation 1s reasonable.™ =

2. The Order in Decision NO 90660 1s hereby modified by the ”f_

addition of the following ordering paragraphs:
"3. Southern Californla Water Company may - file,

upon the completion of czonstruction and the placing
Into operation of the dual media rapid sand pressure
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filtration plant at Calipatrla in its Niland~Calipatria

istrict, an advice letter to General Order No. 96-A _
recuesting the additional gross revenues required. to bring.
its ra e of return, with the operating expense and rate
base figures adopted In Decision No. 50660 for test year
1979 adjusted to reflect such additional plant, up to the
authorized rate of return.

*L. The advice letter filed shall consider the effects of
the following items: applicable investment tax c¢credits,
book depreclation, recorded depreciation for federal and

Tate tax purposes, ad valorem taxes, uncollectibvle dedvts
and franchise requirements.

"S5. The staff will evaluate the requested: increasé and, if
approp*iate, prepare the necessary resolution for the
Commiss on's consideration.™ _

3. Rehearing of Decision No. 90660 as modified by this order -
is hereby denied. :

The effective date of this order Is the date hereor.“'
Dated OCT 10 1979 » at San Framcisco, California.

Comm ssloner 01airo m Dedridk botmg T
rocensarily ‘akscont.. 41d vot pa*ticlpatag««,:
in ‘bko df.s;po:ition oL this procoeding. o
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Decision No. 90660 Augn.st by 1979
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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Application ).
- of ‘the SOUTHERN CALIFORNIA WATER o _
Application No. 58137

COMPANY for an oxrder authorizing .
(Filed June 7, 1978) .

it to increase the rates for water

sexrvice in its Calipatria-Niland )
District." ;

0'Melveny & Myers, by Harold M. Messmer, Attormey
at Law, for applicant.

Philip. S. Weismehl, Attormey at Law, and John Foth

~ for the Commission staff.

OQOPINION

Applicant Southern California Water Company (SCWC) requests
authority to increase water rates by $95,900 (68.9 percent) amnually
on the basis of test year 1979 for its Calipatria-Niland District
in Impexial County. SCWC states that the rates proposed wonld B
earn an estimated 9.6 percent rate of return for test year 1979 and
an a.verage 15.0 percent return on common equity for the th:ee-year
period 1978 through 1980, ‘

- SCWC, a Califormia corporation, renders public utilz.ty
water sexvice im various areas in the counties of Contra Costa,
Imperial, Los Angeles, Orange, Sacramento, San Bermardino, and
Ventura, and public utility electric service in the vicinity of Big
Bear Lake in San Bernardino County. SCWC also owms all of the .
outstanding capital stock of a subsidiary, California Cities Water
Company, which renders public utility water service in various
areas in the counties of Lake, Los Angeles, Orange, San Bernardino,
San Iumis Obispo, and Santa Barbara.
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All water supply for the Calipatria-Niland District is
purchased from the Imperial Irrigation District. In the Calipatria
area the water is delivered into settl:fng basing. It is then - ,
puzmped to an elevated steel tank and on into the distribution system.
The water in the Niland area is delivered into settling. basins and
is then delivered to the distribution system by gravity flow. AlL
purchased water is treated with chlorine, copper sulphate, aluminum
sulphate, and polyelectrolyte as it enters the settling basins. The
water is further chlorinated after it is discharged £rom the settling
basins and prior to delivery to the distribution system.. ‘rhe appli-
cation states that in 1978 & dual media rapid samd pressum £1lter
is to be constructed at Niland with a similar plant to be built
in 1979 at Calipatria. These plants are necessary to meet the
requirements of the Public Health Department of the State of California.

As of December 31, 1977, there were 100,004 feet of distxi-
bution mains in the Calipatria-Niland District ranging in size up
to 12 inches in diameter. The various types of pipe comprising the
dist:r:ibution maing in the system axre as follows: ' |

Total Length Pexrcent
mg of P:I.E‘ In Feet Of Tetal

Asbestos Cement ' 85,700 85.,70%
Cast Iron 3,772 3.77
Standard Steel 5,705 5.07
Steel Casing 4,827 - 4,83
Total 100,004 ' 100.,00%Z

Storage facilities in the Calipatria-Niland District consist -
of eight earth-filled settling basins with a combined capacity of
15,000,000 gallons. One of the earth-filled settling basins has a
gunite lining. There is also ome elevated steel tank SO OOO-gallon
capacity, in the Calipat:ria area,
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As of February 28, 1978, the Calipatria-Niland District
was providing water service to 984 customers; 914 were on an ummetered
schedule and the balance was. on a metered schedule. In additionm, -
there were 76 £ire hydrants for pobl:f.c fire protection connected to
the system.

After due notice public hea:ing was held before Administrative‘
Law Judge Banks in Brawley om I’ebmary 21, 1979, at: wh:lch time ‘the .
matter was submitted.

Testimony on behalf o:E SCWC was presented by it:s vice .
president of operations and its manager of the rate and valuation
department. The Commission staff presentation was made th:ough a

utility engineer 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 relating.
to water pressure, taste, water quality, fire protection, and , _
overall company service. The 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 Calipatria-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 £iling 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 California Comstitution (Proposition 13).

Need for Rate Increase .

. The application states that at present zates the rate of
‘xeturn on rate base will be only 3.46 percent on estimated 1979 test
year, It states that this low rate of return :’.s minly caused by a
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major increase in rate base due to the required installation of
two filtratiorn plants in addition to increases Iin the costs of
purchased water, labor, postage, payroll taxes, liabi‘.l:‘.ty ingurance,.
property - taxes, and depreciation since these items were last
considered by the Commission in setting rates. |

SCWC estimates. that at proposed rates. it would earn
a rate of return of approximately 9.60 percent based on test ye.ar
1979, which it alleges is the minimum xate of rgturn necessary to
attract capital at a reasonable cost and to maintain appropriate
borrowing capability or credit. It is also alleged that the expemse
levels reflected in test year 1979 are the latest known rates for
purchased water, emergy, postage, labor, payroll taxes, ad valorem

_ taxes, and income taxes.

- . __With respect to the add:!.tion of the tw filtration B
plants, SCWC states that the California Department of Health on
October 20, 1977, incorporated into Title 22, Division 4 of the R
California Administrative Code, Chapter 15, Domestic Water Quality
and Monitoring, which established "primary and secondary drinking
water standards for public water systems”. The primary. dricking’. -
water standards contained in these regulations are. based upon the
National Interim Primary Drinking Water Regulations to be met by all

- public water systems. The regulation also provides the maximm -
contaminant level for turbidity in drinking water, measured daily .

‘and averaged monthly. SCWC states that to meet this primary
health standard in_ its Calipatria-Niland District. it is necessary'__ e
to install the dual media rapid sand filtration plants. The estimated _
:Lnsta.lléd capital cost of the two plants is $353,100 which represents
an increase in rate base of 95 percent over the present rate base,
excluding the filter plants, and that average revenue requirement
caused by the filter plants is $4.83 per customer per month. This
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average revenue requixement is app:ox:f.mately 6l percent of the increase o
of $7.92 per customer per month requested '
Results of Operation '

The following table compares the summary of earmings estimates
of SCWC and the staff for estimated test year 1979 at present and pro-
posed rates, together with the adopted summary of eamings for test’
year 1979. ‘

SOUTEERN CALIFORNIA WATER COMPANY
Calipatria-Niland District

Summary of Eamings
Test Year 1979

Present Rhtes Proposed Rates
Staff Uelllity §ta§¥ Ut!th

Operating Revenues $135.4 ° $139.8 $233,3 $235.7

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  1il.2 116.6 112.6
Depreciation 18.7.  23.9 18.7 . 23.9
Taxes Other Than Inc. 8.3 19.8 8.3 = 19.8
State Corp. Franch. Tax 4.0 4.7 4.7 3.8
- Federal Inc. Tax -26.8  =35.5 13,5  _S5.7 :
Total 111.3  114.7 161.8 166.0: 168.3
Net Operating Revenues 264.1 25.1 71.5 69.7 58.8
Rate Base 633.2  726.1 633.2  726.1" 633.2
Rate of Retumn 3.81%  3.46F 11.297 - 9.60% 9.2924 o
Operating Revenues ' ' _
The staff's estimated total operating revenue, as contained in
Exhibit 15, is reasonably close to SCWC's estimate, differing by only-
$2,400, In its estimates the staff accepted as reasonable SCWC‘
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estimated average commercial metered and commercial flat rate con~ .
sumption. These two classes account for the bulk of SCWC's revenues.
The small difference between staff's and SCWC's estimates
occurs mainly because (1) for metered revenues at present rates for
commercial and public authority,‘-, SCWC placed all the quantity
usage in the first rateé block with industrial usage allocated
between the £irst 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 (2) for
flat rate sexvice SCWC estimated service at a higher flat rate than
did the staff,
We belleve the staff method of allocat:[ng the usage 'between
rate blocks based on recorded data is more reliable ‘than is SCWC'
and it wj.l.;. be adbjited‘ for test year 1979.
Operating Expenses = .
_ The staff estimate 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- .
‘chased 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 operatibn umtil
the beginning of 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 expemse using 1977
recorded figures adjusted to reflect the replacement of three part-
time employees with ome full-time employee and giving full-year I
effect to the new employees' salary.
The staff's and SCWC's adminigtrative and gemeral expenses
differed only slightly with minor differemces in payroll, employee
pension and benefits, injuries and damages expenses, and regulatory
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expenses. We will adopt the staff's estimates as they are based on later
infomtion, particularly those dealing with payroll and related items,
and because the Calipatria. plant will not go into’ operation untf{l 1980.
Administrative and General Expenses ‘

The staff estimated admin:!.strative and general expenses
e::ceeded SCWC's estimate by only $1,000. Because the staff used:
more recent data, particularly those expenses dealing with payroll
and related items, we will adopt the staff estimate. |
Depreciation Expense

SCWC uses the straight line rema:t.n:f.ng life method to _
calculate depreciation expense. The difference of $5,200 between
SCWC and sgtaff estimates is explained by the timing of the two new
ffltration plants coming on line. Because the staff had access to
later information as tothe date the plants would come on line, its
estimate i3 more accurate and w:f.ll be adopted:.
Taxes Other Than Income o

SCWC's estimate for ad valorem taxes exceeded staff's by
$11,500, The staff estimate took into account the enactment and
implementation of Proposition 13, using the composite tax rate of
1.094 pexcent 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 filtration plant. SCWC used the latest
effective tax rate prior to the emactment of Proposition 13 and
included in its assessed value estimate the Calipatria filtration

plant. We will adopt the staff's estimate for ad valorem taxes.
Rate Base

SCWC's estimate for average depreciated rate base exceeded
staff's estimate by $92,900. This is explained by SCWC's rolling
back to the begimning of 1978 both the Niland and the Calipatria
f£iltration plants while the staff rolled back to the beginning of
1979 only the Niland plant. The staff also had access to Scwe's.
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updated construction budget for estimating additioms. The combina~ .
tion of not "rolling back" the Calipatria filtration plant plus

access to- the updated construction budget resulted in the staff's
estimated beginning of year balance for plant being $128,500 lower

than that of SCWC's. SCWC did not disagree with the staff figures. =
We will adopt staff's rate base f:tgures. as they are based on later
information and because it is unfa:i‘.r to rol'.l. ba.ck“'to 197‘8?‘the cost ————
of the two filtration plants. i

s e e - . skl -~ ey g

Rate of Rett:rn

Incorporated by reference :Ln ‘this recordwere the exhibits,
testimony, and related cross-examination presented by witnesses for
SCWC and the staff at the hearings held in Application No. 58203
for a general rate increase im SCWC's Ojai District,t

The rates proposed in this application were des:r.gned by
SCWC to produce a rate of return of approximately 9.60 percent based

.on estimated test year 1979. SCWC alleges that this Is the mm:[mngma&r
rate of return required by 1t to attract capital at a reasomable
cost and to maintain appropriate bo:rowing capability or credit,

~ SCWC also alleges that the expense levels reﬂected m test yeaxr
1979 are the lowest Icnown for purchased water, energy, postage, labor,

*  payroll taxes, ad valorem taxes, and income taxes, and Xequests that

- the effect of any increases or decreases of these expense items at

the time of decision be included in the rates authorized.

e ey

1/ 'rest_mony and exhibits relating to SCWC's general office revenues
and expenses, Including adjustments to the staff report giving
effect to later information, cost of momey, capitalization ratios,
and rate of return were presented by SCWC and staff witnesses in
Application No. 58203 for SCWC's Ojai District. These exhibits,
togethexr with cross-examination, were included in this record
by rgerence as Exhibits 9, 10, 10a, 11, 12, 13, 14, l4a, 16,
and . . : |

8-
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‘I this proceeding. the $£affhs” financial wi,tness in "

-‘-—_r""

Exhibit 16 2/ as amended by E:ch:f.bit 17 recomends that the rate
of return be set at 9.28 perxcent for 1979 and 9.38 percent for 1980
which would provide a return on common stock equity of approximately
13 percent. The Increase recommended for 1980 is necessary in order
to maintain a 13.0 percent return on common equity since the embedded
cost of debt will increase from 7.22 perceunt in 1979 to 7.40 percent
in 1980. Exhibit 16 states that the recommended rates of return
give consideration to the fimancial attrition expected to occur and
is consistent with the Commission's policy of taking into considexra-
tion attrition in rate of retwrm so that major utilities can go
two years without general rate relief, We concur with the staff
recommendation and will adopt as reasonable a 9.29 percem: rate of
return on rate 'ba.se..3/
Attrition in Rate of Return - .
o Attrition In rate of return can take the form of opexational;‘
attr:‘.tion or finapcial attrition.

Although SCWC requests a 9.60 percent rate of return on'
rate base for 1979 test year, it states that due to an upward trend
of 0.20 pexrcent, iIndicated by a 9.40 percent rate of xeturn on 1978
rate bage and the 9,60 pexcent for 1979, the requested. 9.80‘!per,c:entf
rate of return would be realized -in 1980. ‘However, SCWC's estimated
upward trend in rate of return is due to its "rolling back" to the
beginning of year 1978 both filtration plants. '

2/ sStaff's financial witness originally recommended a rate of
Teturn of 9.23 percent and 9.33 percent for the years 1979 and
1980, xespectively. The recommendation was changed to reflect

es in Interest rate on 1 -term debt and capital ratios
resulting from the conversion convertible debentures to
common stock.

Because of the size of the adopted rate base, a 9.28 percent rate
of return equals $58,760, which, when rounded off to the nearest
$100 would be $58, 800 or 9 29 percent.

91 .
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The staff report estimates the follow:{;hg changes‘ in r;i.tg of
return based on our analysis.of the results of operation for Cal:['pa_tr:[a-
Niland District for estimated 1978 and test year 1979:

Rate of Return

Present Rates. . Proposed R;i:es‘ '

L item Staft Ueillity staff Utilicy

1979 - 3.81 3.46 11.29 = 9,60
Change in Rate of Return 1.24 0.08 5.06 (O"."2_0_)5
Change Resulting From: ' : | Coe e

Increase. £n 0per m.

5o
Increase in Ttil. Fia.’ Blant s Lo KT
Add. Excluding Filtr. Plant .33 : .68

Increase in Qper. Exp. Due L | L
To. Filtr. Plant . «31. : W31

Increase Due to Filtr, Plant (.07) | 3,70
Other o8 - (22)
Change in Rate of Return  1.24- | 5,06 .
Change in Rate of Return : |
Without Filtr. Plant 1.00 - 1.05
a (Red F:I.gu::e)

With respect to the specif:[c recommendation on rate of return,
the staff in Exhibit 16 states that the efficiency of the Calipatria~
Niland District cam and should be improved which in turn would reduce
operation and maintenance expenses, The staff also alleges that since
the attrition in rate of return without the filtration plant is primar:[ly
due to the increase In operating expenses, it recommends that a 0,90 |
percent attrition in rate of return be congsidered in setting rates for
the Calipatria-Niland District. It also recommends that the attrition
due to the Niland filtration plant not be considered in that it is an =
abnormal plant investment for this district and that the adopted zates

=10~
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- be in the form of step ra.tes with SCWC :equ:[red to :E:tle an adv:[ce letter i
‘at the end of the 1979 test year to justify the next step increase based.
on the adopted nomalized ‘consumption. We will adopt the staff recommen-

~ dation as :.t :‘.s a reasonable approach to eliminating the erosion: pro'blem.
Rate Design T |

, . Watex sexrvice in the Calipatria-Niland D:Lstr:[ct is now
provided under the. follomng schedules.

General Metered Sexrvice

General Flat Rate Service

Public Fire Hydrant Service

Private Fire Hydrant Service

Construction and Other 'I'emporary
Flat Rate Service

Service to Company Employees

SCWC proposes to increase its general metered sexrvice and
general flat rate service. It proposes to increase private f£ire
protection service from a charge of $2 per inch to $3 per inch of
‘sexvice size. No change is proposed for public fire hydrant service.

SCRC states that in recent decisions the Commission defined
lifeline rates as service charges of 5/8inch x 3/4 inch meters and the
first 300 cubic feet per month of sales and that the proposed rates
were designed according to this definitiomn. | | |

With respect to the specific rate design for metered
sexvice in its Calipatria-Niland District, SCWC states that it
believes that a reasonable interpretation of the lifeline comcept
would be to propose no increase in rates for lifeline sexvice until
the rates for all other sexvice have fncreased approximately 25

' 'pexcent over rates prevailing on Jasuary 1, 1976. Using this comcept

. in designing the proposed rates, once the 25 percent increase to
all other service was determined, the remaining proposed inerease
was spread on a pro rata percentage basis to lifeline and othexr .
service., It is alleged that the. effect of this rate.design is that the |
overall increase for lifeline service is 40 percent while for overall

service the average increase is 68.6 percent and. that this results in
a uniform quantity rate. ‘
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‘ ‘rhe staff recomends thnt scwc's :ate design proposa.l be
adopted and, in addition, that: (1) the service c:hnrge for 3/4~
inch and l-inch meters be rounded to the nearest 10 cents; (2) that
the service charge for meters larger than 1 inck be rounded to the
nearest dollar; and (3) to accept SCWC's proposal of revising its
company-wide Schedule No. 44-A, Private Fire Protection Service, to

include the Calipatria-Niland District under Rate A.

B N
P

R _.___._..._Anpla.c.ant-' s~showing in~this-proceed:£ng incliuded no metered R
res:udenta..al semces. : Thns, the matter oi‘ l:.feln.ne allowances should.

be considered in a future proceed:.ng if and when meters are: :.nstalled

on the flat rate services. Appl:.cant s design with & s:u::gle quan'c:.ty
rate would result in an excessive increase in costs to large water users.
Therefore we will adopt the present two=block structure with decl:.ning;
rates, but with a larger percentage mcrease on the second rate block. o
Serv:[ce SRR ‘

. The staff exhibit sumuarizes SCWC s complaint f:tle for 1977
and 1978 as follows:

i 1 aAma

Item 1977 o 197'8%’"

Leaks: s - Tst
Righ Bills ' 2 <A
Water Quality 1 o I S
Pressure : = - 15
~ Total 35 72
The report states that all of the above were satisfactorily
resolved. o
At the hearing one customex stated that the gquality of
water furnished was poor and that it necessitated constant replace-
ment of bathroom and kitchen fixtures. On cross-examination SCWC's
vice president, Mr. Anthony, stated, with the Iinstallation of the
treatment plants, the water quality would improve significantly,
that turbidity would be reduced from its present 1.0 pexcent to about 0.3
0.4, or 0,5 percent and that water quality would be comparable to other o
cities, such as Los Angeles,
Bagsed on the record herein we conclude that cverall serv:tce
is satisfactory and that with the two new filtration plants com:!.ng
oo line ix 1979, water quality will improve, further reducing the
number of customer complaints.

B
. an i
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By Decn.s:x.on No. 88692, Zla.ted Apr:.l 11, 1978, in Case -
No. 10114, we required that Class A and Class B water ut:.ln.‘c:.es
include, as part of any new gemeral rate appl:x.cata.on, an. analysls
of (1) the costs and benefits of metering new service to various

classes of customers and (2) the cost and benefits of convert:u:g

various classes of existing flat rate service to metered service.
The term "various classes of cu.stomers" referred to the i‘ollow:u:g -

A. Nonresidential (exclud:x.ng fl:r:e protectn.on).

B. Residential with a service pipe larger than ome inch..
Residential with multi—familsr 'dweliings.
Residential with lot larger than 25,000 sq_ua:re“ feet.

Residential with lot larger than 16,001 'squar'e' "feet,” -
but less than 25,000 square feet. ‘

Besidential with lot larger than 10,001 square reet,
but less than 16, OOO square feet.

Residential, witk lot larger than 6,001 square feet,
but less than 10,000 square feet.

Besidential with lot less than 6,000 square feet.'

In response to this requirement, applicant submitted
Table 12-C as part of the "Report on the Results of Operat:.ons
for Calipatria~Niland District", which was later introduced. and
accepted as Exhibit 4 in the hearing. Tadle 12-C, titled,
"Incremental Revenue Requirement of Meter Installat:.ons."‘ purported
to show that capitalization of costs of providing meters for
1,009 customers would increase rate base by $154,400, and that a
Teturn on this dbase of 9.7 percent would require $28,400 gross
revenue, of which $15,000 would be net reveanue. The cost per- ,
customers was computed at $28 per year or 82‘.52__p_er‘month- ~

’
|
S
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Applicant failed to provide a breakdown by classii‘:‘;cation;f
or ¢onclusions. as 1o cost bene:f.‘:ms, nor were any evaluations of
water conservat:z.on. made. - " Q ‘

B U PP SR bt e s o U b e b n ety b

By 1etter., dated Novembexr 20, 1978, appl:.ca:nt was
notified by the Commission staff that the analysis was. reJected ]
and was to be resubmitted in conformance w:.th Dec:Ls:.on. No. 88692
and Section 78l.

The cost/benefit study introduced as Exhibit 4 fails.
to show any offsetting benefits to be derived from meterings l.e.
the expected savings in water use and the benefit value wb.:x.ch may be
ascribed to such sav:.ngs.. Nor does it meet The requirements’ e:.'cher“‘
of Decision No. 88692 or Section 781 of the Califormia Public
Utilities Code. ‘ ,

As the cost comparison made has no val:.d.:.t'y‘ as a
cost/berefit analysis, and does not permit the Commission tof,
make any of the findings required by Section 781, this matter
should be continuved to the next general rate increase. applica’ti‘on '
proceeding when, after proper pubdblic notice to customers of the
zetering issue, the applicant should prov:.de a study wh:x.ch would
form a basis for determining wb.ether or not such ﬁ.ndmgs )
are poss:z.'ble- -

Fras MA BT, W el W T T
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Volu:nta:;y Wage and Pr:!.ce Gu:[delines '— R

SCWC's witness Young sponsored Exhibit 8 to illustrate .
bow the requested rate increase complied with the President's guide-
lines on wage and price stability. The basis for.the exhibit was
the Profit Maxrgin Limitation published in YThe Federal Register. The
exhibit compared total requested revenue increases sought by SCWC
to the maximm net pretax company revenue Increase permitted by
the guidelines. The exhibit also compared the pretax profit margin,
which could occur if SCWC's requested revemue increase were granted,
with the profit margin permitted by the guidelines. The witness.
stated that in each Instance the requested revenue increase wonld
_mot exceed the voluntary guidelines :t.mposed. |
Eind:[ngs of Fact - - RSN ICEE R AL S R :

1. SCWC is in need of addftional revenues for its Calipatria-
Niland District, but the proposed rates set forth in the application
are excessive,

2. The adopted estimates previously discussed herein of operat-
ing revenues, operating expenses, and rate base for test year 1979 .
reasonably indicate the results of SCWC's operations in its Calipatria-
Niland District in the near future.

3. The adopted estimates for ad valorem taxes included in

"Taxes Other Than Incame" include the estimated effect of P::oposit:ton |
13.

(R ke G b

4. The propos‘ed‘ rate of Teturn on rate base of 9.60 'percent;‘ |
which is estimated to produce a 15.0 percent return on common
equity is excessive.
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5. A rate of return of 9.29 percent for 1979'and'9;38?per-‘ o
cent for 1980 on the adopted rate base, which is‘estimated“to‘ptodueeV
a return on common equity of 13.0 percent is reasonable. It balances
the interest of the ratepayers wh:l.le' providing a reasonable retu::n '
to investors.

6. The authorized increase in Tates for 1979 at the 9.29
pe:cent rate of return for test year 1979 is expected to provide

SCWC's metered, unmetered and.priva:e fire-protection service com~ "~
pared to the requested Increase of $95,900 (68.9 percent on SCWC’
estimate of revenue at present rates).

7. Estimates of attrition in xate of return of 0.90 percent
between 1979 and 1980 are reasonable.

8. An additional step increase in rates for 1980, due to 0.50
pexcent attrition, is expected to provide increased revenues of
approximately $11,800..

9. The ovexall quality of service rendered.by'scwc in its

e bk i b & T T

'Callpatrza-Niland District is adequate.
10. The requirements of‘Deczsmon No. 88692 were ‘not met by
the annllcant’s presenzazlon. The meterlng_study requ;rements £or
Calipatria=Niland Dlstrict should be continued touthe;nexm‘generel' |
rate increase of applicant, with proper public notice to customers of
the metering issue, to provide a basis for determination of‘proper
findings under Section 781 of the California Public Utilities Code.
1l- The increase authorized herein is in compliance wmth the
President’s Guidelines on Wage and Price Stability. |
12. The adopted rates, incorporatzng the present two—block
schedule with declining quantity rates, are reasonable and wmll result

in the most. equitable rates for the customers in the Calmpatr;a-‘
Niland District.

b bty bk b 2 07 oy
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Conclusion of I.aw

The application should be granted to the extent set forth
herein, Since there is a demonstrated immediate need for this rate
relief, the following order ghoul@; be effective the date of signature.

r.r Is ORDERED that- .

1. After the effective date of th:r.s order, Southexrn California
Water Company is authorized to file the revised rate schedules attached
to this oxrder as Appendix A, and concur:r:e.ntly to withdraw a.nd c.a.ncel ‘
its presently effective schedules. Such f£filing shall comply with
General Order No. 96-A. The effective date of the revised filing
shall be four days after the date of the filing. The reviged
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 oxder as
Appendix B or to file a lesser increase which includes a wniform
cents-per-immdred~-cubic-feet of water adjustment from Appendix B
for consumption over 300 cubic feet per month iIn the event that
the Calipatxria-Niland District rate of return on rate base, adjusted
to reflect the rates then in effect and normal ratemaking adjustments
for the twelve months ending September 30, 1979, exceeds 9.38 percent.
Such £iling shall comply with General Order No. 96-A. The effective
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date of the revised schedule shall be Japuary 1, 1980. The revised
schedule shall apply only to service rendered on and after the
effective date hereof. | : I
The effective date of this order is the date hereof.
Dated August 14, 1979 , at San Francisco, C‘é‘lifgmia. ‘

JOHN E. BRYSON
© President -
VERNON L. 'STURGEON
- CLAIRE T. DEDRICK -~ .
LEONARD M. ' GRIMES, JR.
Commissioners: .

Commissioner Richard D. Gravelle, “E;’eixig
necessarily absent, did not: participate
in the disposition of this proceeding.




APPLICABILITY

APPENDIX A
. Page'L of 4

SOUTHERN CALIFORNTIA WATER COMPANY

Calipatria=Niland District

Schedule No. CN=1

GENERAL METERED SERVICE

Applicable to all metered water service.

IERRITORY

City of Calipatria and community of Niland, and- adj:cenf. territory
in Imperial County.

- RATES

Quantity Rates:

)

)

T e

| Pér'Meter'
Pex Month -

For the first 20,000 cu.ft., per 100 cu.fte .. $ 0.42 ()
For all over 20,000 cu.ft., per 100 cu.fte. ..

Service Charge:

For 5/8 x 3/4~inch meter

For
For
For
For
For
For
For
For

3/4=1inch meter
l=inch meter
l=1/2~inch meter
2-inch meter
3=inch meter
4=inch meter
6={nch meter
§=inch meter

The Service Charge

[ A 2 2 L X 1 L &2 X 2 2 X X L XX 2

LA L T 2 U2 2 X KX 5 3 3 X 2 23 1 33

L2 L T X 2 a1 Y 23 28R XX X33

L X T 2 XX L D XX ST R LN XT3

L A B 2 A A T A AL A L XX 3 3 X 3 X3

L X 2 2 3 A T X2 R 42 LN X 2.1

L DNV R Y N

L A A 4 & 4 X XX 2 2 L XXX N 3 3 24 3

Bt g L X X L Y N Y X

0304 -

$ 6.10 CI)
8.10
9.90
13.00
18.00
24.00
54..00
92.00 -

122.00: @

is 4 readiness-to-serve
charge applicable to all metered service and
to which {s to be added the quantity charge
computed at the Quantity Rates.




" APPENDIX A
Page- 2 of 4
SOUTHERN' CALTFORNTA WATER COMPANY

Calipatria=N{land District
Schedule No. CN=2

GENERAL FLAT RATE SERVICE

APPLICABILITY

Applicable to all flat rate water service.

TERRITORY

City of Calipatria and community of Niland, and' adj acent. territory
in Imperial County.

Per Service
Connection

4 * Ll

e,

.For each single unit of occupancy,.

with inside plumbing, served through .
a 3/4=inch service connection secececesssss

For each single unit of occupancy,
with inside plumbing, served through
& l-inCh ‘mce’ Connection [T T YY TN YT YY S

For each additional unit of occupancy,
with: inside plumbing, on. the same

prenises and served from the same
sexrvice connection of 1 or Z above ceveeasn

. For each single unit of occupancy,
~without inside plumbing, served through '
a 3/4~inch sexvice comnection eececesceceecas 670 (I)

SPECIAL CONDITIONS

.I- The above flat rates apply to ‘sexvice connections not hrge:: than
one inch in diameter.

2] '_All service not covered ‘by the above: clauiﬂcationu shall be
fumished. only on a metered basis.

" 3. For service covered by the above classifications, 1if either the
utility or the customer so elects, a meter shall be inastalled and service
provided under Schedule No. CNel, General Metered- Service. ‘




APPENDIX A N
Page'3 of 4 ,
SOUTHERN CALIFORNTA WATER COMPANY
Schedule No. AA-L '
All Districts .

FRIVATE FIRE PROTECTION SERVICE

APPLICABILITY

Applicable to all water se:vice fumilhed to pri.va.:ely owned fire
protection systems.. :

TERRITORY

Rate A = Applicable within the Bay, Big Bear, Calipatria-Niland, (1)
Central Basin, Cowan Heights, Los Osos, Orange County,
Pomona Valley, San Bernardino Valley, San Dimas, San
Gabriel Valley, Santa Maria, Southwest ‘ClearXake, ond T
k‘rightvoocf“bfstrfcts. T

Rate B - Applicable within the Baxstow, Culver Cityr and S:Lm:f. Va.lley
Districts-

Rate C - Applicable within the Arden-c:ordov., Deaert-, and OJai

Dist:icts-

Ry u-nm -, -,. '
I;

. e I uw\v .
RATE ' S _ Per Mom:ln.

| | N il
For each inch of diameter of service comnection $3.00 .$2.25 'SZ,OO_

SPECIAL CONDITIONS

l. The fire protection service connection shall be installed by the
utility and the cost paid by the applicant. Such payment shall not be
subject to refund. The facilities paid for by the applicant shall Ve the
sole property of the applicant.

2. The minimum dismeter for fire protection service shall be four -
inches,, and the maximum diameter shall be not more than the d.i.amecer of
the main to which the service is connected.

3. I£f a distribution main of adequate size to serve a private fire
protection system Iin addition to all other normal service does not exist
in the street or alley adjacent to the premises to be served, then a
service main from the nearest existing main of adequate capac:r.ty shall be

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

4. Service hereunder i{s for private fire protection systems to which
no connections for other than fire protection purposes are allowed and ‘
which are regularly inspected by the undexwriters having jurisdiction, are .
installed according to specifications of the utility, and are maintained:




APPENDIX A
Page 'l of 'l
SOUTHERN CALTFORNTA WATER COMPANY
Schedule No. AA=4 Continued
All Districts
_ PRIVATE FIRE PROTECTION SERVICE

smm. CONDITIONS (Con'cinued)

to the satisfaction of the utility. The utility may install the
standard detector type meter approved by the Board of Fire .
Undervwriters for protection against theft, leakage or waste of
water and the cost paid by the applicant. Such payment shall

not be subject to refund.

In accordance with Section 774 of the Public Utilitfes Code, the
utility £s not liable for injury, damage or loss reuulting frOm
failure to provide adequate water supply or. preuure..
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APFENDIX B-
Page 1 of 2

SQUTHERN CALTIFORNIA WATER COMPANY

Calipatria-Niland D{strict
Schedule No. CN=1

GENERAL METERED SERVICE .

APPLICABILITY

Applicable to all metered water service.

TERRITOR.Y

City of Calipatria and community of Nﬂ.and, and. adj acent ten':t.tory =

in Imperial County.
RATES

o Per Meter ‘_
Quantity' Rates: '~ Per Month

For the first 20,000 cu.ft., per 100 cu.ft. coscen 3 0ol (o)
For all over 20,000 -cu.ft.; per 100 cuefte weeees . 0.322 (I)

Service Cﬁuge:

For 5/3"1.‘:‘374-1.QCh e L) of - A PR s 6.45’ (I)

For ‘,« : 3/4—‘anh MELET csevrencsssssssssensasnse “: 8 60
For ‘ l-inch meter cosssmarntrosrirarbansnes 10 50
For I-Ilz-inCh MELEr wcocvsrcvscsssscsssssnsnre 14.00
For Z-inCh MELEY cvevvescsvsnsonsncns ---o-v-.- 19-00
For 3-in¢h meter ---o-b‘--o--o-;—-oton T e 25-00
For 4=inch MELEr ceceveccncccvcncoscrmnneas 57200
For 6~1nch MELEr cavevcsccroscnsssasncenne 97.00

The Servi.ce Charge is a readiness~to-gerve.
charge applicable to all metered service and‘
to which is to be added the quantity charge
computed at the Quanti.ty' Rates.

I
T
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SOUTHERN CALIFORNIA WATER COMPANY

Calipatria~Niland District
Schedule No. CN=2

GENERAL FLAT RATE SER“CE

APPLICABILITY

Appliénble to all flat rate water service.

TERRITORY

City of Calipatria and community of Niland, and adj acent ten-itory
in' Imperial CountyA. .

‘ _ Per Service
RATES ‘ ’ : ~ "Connection '
‘ ' Per Month - -

l. For each single unit of occupancy,
with inside plumbing; served through : R
a 3/4~inch service CONNECLION ceemveveccoscsssens $14.30 (I)

For each single unit of occupancy,.
with inside plumbing, served through
a I-inch service connection cececcececvarcececcnses

For each ndditional unit of occupancy,

with inside plumbing, on the same

pr-u.uu. and served from the same

service connection 6f 1 Or 2 4bOVE eeevevesccenen

For each single unit of occupmcy,. ‘
without inside plumbing, served through a
a 3/4=inch service ConNNection cecessvencecsssceee 710 (I)

SPECIAL CONDITIONS'

l. The sbove flat rates applr to service’'connections nof. Iarger than'
one inch in diamete:-

2. All service not covered by the above cla.uificationa uhall be
furnished only on a metered basis.

3. For service covered by the above classifications, if either the
utility or the customer so elects, a meter shall be installed and service
provided under Schedule No. CN-=l, General Metered Service.




