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Decision "3“:“7 August 18, 1981

BEFORE TEE PUBLIC UTTLITIES COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of che Application )

0% the SOUTHERN CALIFORNTA WATER )

COMPANY for an oxder authorizing ) Application 60291

it to increase the rates for water ) (Filed February 24, 1981)
service in its Orange Coumty )

Districe. %

0'Melveny & Myers, by Guido R. Fenry, Jr.,
Attorney at Law, for applilcant.

Richard Rosenberz, Attornmey at Law, for the
Commission Staff.

INTERIM. CPINION

Southern California Water Company (SoCal) requests
authority to consolidate the Orange County District and the Cowan
Heights District into onme Qrange Cowmty Disctrict, to increase
rates in the former Orange County District, and te maintain the
present rates applicable in the Cowan Heights District. The
increases regquested for the consolidated Orange Coumnty District

re 23.97% ox $1,219,900 increase in 1981 over the rates in effect
on November 3Q, 1980 (present wates), 7.6% $483,100 increase
in 1982 over 1981 proposed rates, and 4.2% $288,200 increase
in 1983 over rates proposed for 1982. The total amount of the

proposed increase zmounts to $1,991,200 or a2 39.07% increase spread
over three years.

Sutmary of Decision

SoCal requests rates that are designed to earn a rate of
returz on rate base which will yield a 16,07 weturn onm common equity.
This decision authorizes a return on common eguiiy of 14.35% as
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recommended by the Commission staff. This return on common equity
is estimated to provide times interest coverages of 2.46 in 1981,
2.39 in 1982, and 2.29 in 1983, which are sufficient to permit

SoCal to meet its mortgage bond indenture requirements and Issue
new debe.

The rate increase auvthorized in the Orange County District
(exeluding Cowan Heights) is 14.37% foxr 1981, 4.27 fZor 1982, and 3.3%
for 1983. This amounts To 5681,300 in 1981, an additiomal $231,000
in 1982, and a further inexease of $146,600 in 1983.

Inasmuch as the rates for lifeline quantities have been
increased more than 25% since 1976, the residential rates for the
first block and the charge foxr a2 5/8" x 3/4" meter are increased
by cthe same percentage as fox other zesidential rate blocks. The
lifeline quantity is reduced fxrom 500 Ccf to 300 Ccf to conform to the
residential rate structure recently approved for other Solal systenms,

The staff and SoCal agreed that this decision should
authorize consolidation of the Cowan Heights sexvice area into
the much larger Orange County District to become effective when
an advice letter filing is approved which raises rates fox Cowan
Heights to rate of return level approved for the Orange County
District in this proceeding. That proposal is adopted.

Public Hearing

Following public meetings held in Cypress and Placentia,
a duly noticed public hearing was held before Administrative Law
Judge Mallory in Los Aageles on June 29 and 30, 1981. The matter
was submitted uvpon zTeceipt of two late-*lxed exnidbitcs on y//
July 10, 1981.

Evidence was presented on behalf of SoCal and the staff
£ the Commission's Revenue Requirements Division. There was no
public participation at the hearings.
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SoCal adopted the staff's estimates of revenue and
expenses anc rate base set forth in its Exhibic 11 for the purposes
of this proceeding.l/ The only issue in dispute was the wreasomable
return on common equity. Solal sought a return on common equity of
16.0%. The staff proposed a range of reasonable retwrns on common
equity ranging from 14.0% to 14.5% and recommended that the
Commission adopt a return on common equity of 14.35%,whick is
adopted.

Descrintion of Orange County Discrict

The Orange County District includes several systems which
are not physically intexconnected. These systems serve areas
throughout Orange County including portions of the Cities of Cypress,
Gazden Grove, La Palma, Leos Alamitos, Orange, Placentia, Santa Ana,
Seal Beach, Stanton, Yorba Linda and adjacent coumty territery, the
Cowan Ranch, and Peacock Hills and vicinity also located in Orange
County.

A majority of the area is residential with small industrial
ané commercial areas. OFf the total metered customers that are served
in the Orange County District as of September 30, 19280, approximately
98% are in the commercial classification which comsists of wesidential
and business customers.

As of December 31, 1979 the Orange County Districrt was
providing metered water service to 35,081 customers and providing
private flat rate fire protection service to 174 customers.

1/ Exhibit 1l was revised by the staff to reflect a rate base
adjustment suggested by Solal.
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Reasons Tor Increases

SoCal estimates thart at present rTates its wate of return
on rate base will be 7.727 based on test year 1980 estimated. SoCal
believes that this rate of return is too low and that the low rate
of rertwrn is mainly caused by increases in costs of purchased water
and power, labor, postage, payroll taxes, liability insurance,
depreciation, increased rate base, and increased ¢osts of capital

ince rates were last adjusted in a general rate increase proceeding.

The staff agrees thar SoCal has experienced Iincreases in
irs operating costs and a decrease in its rate of return. However,
the staff proposes lesser inecreases than those sought in the
application.

Rate of Return

As indicated above, the only disputed issue is the
reasonable rate of return om common equity to be authorized in this
proceeding. SoCal adopted, for the purpose of this proceeding, the
capital structure and cost of debt set forth in staff Exhibir 14
(witness Quan).

W. V. Caveney, SoCal's president, presented Ixhibit 6
which contains SoCal's financial statistices and cost of momey wreport.
The testimony presented in conmection with Exhibit 6 indicates that
SoCal had 3z sale of common stock in August 1980 which increased the
number of common shares by 39%. The company sold 550,000 shares at
a price of $12 per share, producing $6,600,000. The then current
book value per share was $16. SoCal does not believe it can issue
more common stock and further dilute the value of that stoeck for
some time until eammings per share substantiazlly increase. In the
near term, additiomal debt financing is needed for expansion and
to replace debt financing which has matured. Additional debt will
be issved at a substantially higher cost than the cost of the
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matured debt replaced by the new issue. Present earaings do not
provide adequate coverages to permit issuance of new first mortgage
bonds or debentures. A large increase in the retuIn on common
equity is required to provide the higher coverages that will permit
issuance of new long-term debt at a reasomadble cost. Tntil sueh
cebt coverages are achieved, SoCal will meet its new capital
requirements through shorz-term bank loans.

Caveney estimated that a return on common equity of 167
would result in times total Imterest coverages of 2.51 in 1981,

2.46 in 1982, 2.38 in 1983, and 2.33 in 1984. The witness believes
these times interest coverages are the minimum necessary 2o permit
SoCal to meet its iIndenture regquivements and te acguire long-term
debt at a reasonable cost.

Edwin Quan presented Exhibic 14, the repoxrt of the Revente
Requirements Division, Rate of Return Section, concerning cost of
capital and rate ¢of return for SoCal. Az the hearing, Quan
developed and presented Exhibicz 22, which shows the impliecit after
tax interest coverages foxr the years 1981, 1982, and 1983 based on
the staff’'s capital strueture and dedt ¢ost factors and the stafé's
recormended return on common equity of 14.357%. Exhibic 22 indicates
that the estimated times interest coverages resulting from the staff
proposals would be 2.46 inm 1981, 2.39 in 1982, and 2.29 in 1983.

Quan testified that he recognized the need to provide
adequate times interest coverages for the purposes stated In the
testimony of Caveney and that he had given comsideration to those
factors in the development of the recommended return on egquity.

Quan testified that ais recommendation may be compared with the
return on common equity adopted by the Commission in Decision (D.)
92244 dated September 14, 1980 in Application (A.) 59426, whieh
avthorized a return on equity of 12.47 for the year 1980 for Selal's
Metzopolitan Distries.
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The sta‘} witness testified that his recommended return
on ¢common equity was expressecd in the foxm of a range in his repoxs
to recognize the fact that rate of return determinations are not
matters of absolute precision and no particular mecthodology
guarantees that nuxber with pinpoint accuvracy. The witness stated
that 2 range of reasonableness exists when determining an appropriate
return on common equity and that a return set at a point within Rhis
recommended range of 14.007% co 14.50% for common equity provides a
fair and zeasonadble rate of return. Quan selected 2 specifi
recommended return on common equity higher than the midpoint of the
range to give recognition o znc:cased ¢osts of money in general
and to provide ample interest coverages sufficient to emsure SoCal’
ability to acquire new lo"b-berm debt financing at reasonable cost.

Quan's recommended capital structure and cost of debt
recognizes that debdbt financing in near term will be accomplished
by short-term bank financing. That capital structure and related
debt costs were adop:ed by SoCal.

The returns on common equity of 16.00%, as recommended
by SeoCal, and 14.35%, as recommended by the staff, applicd to the

taff's recommended capital strueture and costs of debt produce
the following:
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TABLE I

SOUTEERN CALITORNIA WATER COMPANY

Recommended Rates of Return
Average Years 1981, 1982, and 1983

: : tEarnings Rate on Common Stock Equitv:
: Capital @ Cost H 14.35% : 16.007%
Component :  Ratios : Factors : Weishted Cost Totals

1981

Leng-Term Debt . 7.18% 3.23%
Bank Loans . 17.00 1.02
Prefexred Stock 7.8 1.02
Commor. Stock Equity . - S.17

Total 100.00% 10.447%

1982

Long-Term Debt 45.00%
Bank Loans 6.00
Preferred Stock 13.00
Commnom, Stock Equity 36.00

Total 100.00%

1983

Long-Texrm Debt
3ank Loans.
Preferred Stock
Coomon Stock Equity
Total 100.00%
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We have meviewed the evidence on the issue of rate of -

return on common equity and find that the return of 14.35%
recommended by the staff is reasonable. That return is both fair
and reasoneble and balances the interests of SoCal's inveszors
and ratepayers. It gives adequate considoration for fimaneial
attrition; should provide an ample profit margin to permit SoCal
to sexvice its debt; and should provide moderate additsions to
retained earnings. We also believe that the staff analyses
supporxting this return on equity give effect to the concerms
expressed by Commissioner Bryson in his concurring opinion in
Califoxrnia American Water Company, D.93263 dated July 7, 1981

in A.60092,

we also find tha

t the following rates of return which
refleet the staff’s capital structure and estimated cost of debt,
and the adopted rate of returm on common cquity will be fair and
reasonable for cthe periods shown:

198l 10.447
1082 10.69%
1983 11.127%

The rate of return for 1982 gives effect to the financial attrition
factors described in the staff weport in Exhibitc 14. The rate of
return for 1983 gives effect o financial attrition factors deserided
in Exhibic 14 and the operational astrition factors deseribed in
staff Exhibit 13.

Resulss of Qnerazions - Present Rates

SoCal adopted the staff's estimated operating resules
for Orange County District (excluding Cowan Heights service area)
after an adjustment in rate base concurred in by the staff. The
stipulated operating results are summarized in Exhibic 10, The
operating expenses in Exhibit 10 should be further adjusted to give
£fect T0 current power supply costs (an increase of $35,000 im 1981).
Tac adopted results of operationsart present rates are as follows:
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TABLE 1

SOUTEERN CALIFORNIA WATITER COMPAXNY
QRANGE COUNTY DISTRICT
Surmary of Earnings at Present Rates
(Doillars in lhousands)

1981 1982
Estimate Estimate

Revenues 4,774.3 4,8469.7
Operating Expenses _
Purchased Water 1,038.2 1,053.7
Power for Pumping 642.5 651.2
Pump Tax 513.0 520.5
Tncollectibles 12.7 12.9
Street Franchise 66.1 67.1
All Other 1,561.4 1,686.2

——lem———— ee—l——————

Subtotal 3,833.9 3,991.6

Net Revenue before
Income Taxes 840.4 8§58.1

Iné@?% Taxes 28.1 15.9
FIT before ITC 88.9 3.6

I7C (65.9) (65.9)
=TT 23.0 313

Total Taxes on Income S1.1 (15.4)
Total Expenses 3,885.0 3,976.2
Net Revenues 889.3 873.5
Rate Base 11,651.4  11,930.2
Rate of Return 7.63% 7.32%

(Red Figure)

The above table indicates that present eamrmings for SoCal's
Orange County District are too low and should be inereased.
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Y

Ner-To~Cross Multinlier

The staff recommends 2 net-to-gross multiplier of 2.0822
for the comsolidated district, based on the following percentages:

Califormia Corporite
Franchise Tax Rate 9.6

Federal Income Tax Rate 46.0
Uncollectible Rate 0.2715
Tranchise Rate 1.3477

Results of Operations at Rates of
Return Found Reasonadle - 1981 and 1982

The following table sers forth cstimated operating results
for SoCal's Orange County Distriet (excluding Cowan Heighzs service
area) at the rates of return found reasonable for the periods shown.
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TABLE 2

SOUTHERN CALIFORNIA WATER COMPANY
ORANGE COUNTY RISTRICI

Surmary of Earnings at Authorized Rates
(Pollars in Thousances)

1581 ¢ 1882

Rewvenues

Cperating Expenses
Purchased Water
Power for Pumping
Purp Tax
Tncollectibles
Street Franchise
All Other

Subtrotal

Net Revenue before
Income Taxes

Income Taxes
CCFT
FIT before ITC
I7¢C
FIT

Total Taxes on Income
Total Expenses

Net Revenues

Rate Base

5,455.6

1,038.2
642.5
513.0

14.5
75.6

1.561.4

3,845.2
1,610.4

92.4
367.35

(65.9)

301.6
3%4.0
4,239.2
1,216.4
11,65%.4

5,686.6

1,053.7
651.2
520.5

15.1
78.7
1,686.2

o Aty

4,005.4
1,681.2

94.9
376.9
(65.9)
311.0

405.9
4,411.3
1,275.3

11,930.2

Rate of Return 10.447, 10.69%

(Red Figure)
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Opexrational and Finanecial
Attrition - 1983

The Commission staff, in Exhibit 13 recommended that an
operatiomal attrition rate of 0.327, plus the financial attritionm
rate shown in staff Exhibit 14 should be used to set rates for 1983
for the present Crange County District service area. The staff
recommended that the utilitcy should submit an advice letter with
stpporting work papers on oOr after November 15, 1982 to justify
further increases in the rates for the Orange County Distxiet by
using 12 months of recorded data ending Septembexr 30, 1982. The
estimated revenue requirement for 1983 is based on adding the
operational attrition developed in staff Exhibit 13, paragraph 16.4,
of 0.32% to the financial attrition developed inm staff Exhibir 14
of 0.43%. The total attrition is 0.75%.

Dump Efficiencies

This Commission has oxrdered water companies to check
efficieney of their pumps in owrder to reduce electricity usage
the face of ever-increasing electric prices, and as a means of
consexrving water iIn times of water shortages.

In this proceeding SoCal and the staff reviewed the
efficiency tests made on the 37 well pumps and 11 booster pumps
in the system. Staff Exhibit 1l indicates the following:

Well Boostex
Rating Pumps Punmps
10

Faixr 11
Good A
Excellent 12

Total 37
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The staff checked the low-efficiency well pumps and found
that three were scheduled for modification, two were not in service,
three were not scheduled foxr modification, and two should be retested
because prior tests were incorrectly wun or inconclusive., SeoCal
indicated that two low-efficiency booster pumps will be modified,
one has been removed from sexvice, and ome Is an inline booster pump
which would not produce any more work i1f its efficiency were increased.
Staff IExhibit 11 states that no adjustments were made for operating
well pumps oxr booster pumps at low efficiencies, since modifications
of the well and booster pumps not plamned for modificatien are not
cost-effective at this time. Similarly, the staff made no adiustment
in electric power costs for such pumps, even though $12,000 would be
saved annually if such pumps were brought up to an "average-fair"
rating (D.88466 in Case 101l4).

The staff recommendation appears reasonable and will be
adopted.

Conservation Efforts

SoCal's Exhibit ¢ and staff Exhidbit 15 deal with water
conservation. TRhe material furnished in Exhibit 9 shows the several
types of information material furnished by Solal to its customers
urging them to comserve on theixr use of water. These include news-
paper anc radio advertisements, bill inserts, and water comsexvation

materials including shower head restrictors and toilet tank bowl
Kkits.

Sazedur Rahman, a staff engineer, reviewed SoCal's
water conservation program. The following is his analysis of chat
program as set forth in Exhibit 15.
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"The utility has an ongoing water comservation
program. Lt provides water comservation
information to customers through newspaper
advertisings, customer bill stuffers and
other customer literature. The information
emphasizes the need for water savings by
pointing out that water savings mean savings
in individual’'s cost as well as savings in
gas and electrical energy which are required
to provide the water. The utility also
provides information on how to save water
and makes available the water saving kits
TO customers.

"The current utility's water comservation
progran includes quarterly mailing of bill
inserts to customers, eight newspaper
advertisements per year, and making avail-
able the water savings kit to any customer
wko asks for it.

"The utility plans to continue the curvent

conservation program through the test years

1981 and 1982 and beyond.

"The staff engineer finds the utility's

water conservation program satisfaectory.”
Public Meetings

Public meetings pertaining to the genexal rate increase
for SoCal's Orange County Distwiet were held im the Council Chambers
of the City of Cypress on April 15, 198l,at which time one customer
appeared, and at the Backs Community Center in Placentia om April 16,
1981 at which time two customers appeared.

A representative of the Foothills Communities Association
(Cowan Heights) expressed comcern that if Cowan Heights service area
is incorporated in the Orange County District, the interests of the
small number of Cowan Eeights customers would be lost. Another
customer objected to water quality in the Placentia service area.
SoCal's representatives agreed to make tests of water quality and
to inform customers of the results of those tests.
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Customer Service

The following is a swmary of informal complaints filed
with the Commission for 1980 and for the £irst five months of 1981.

Nature of QOrange Cowan
Complaine County Heights

Leaks 1 -
High Bills 12 1
Water Quality -

Pressure - -
Qther - -

Totals 13 1

The staff report Iin Exhibit 13 states that during the
staff inspection of the utility's facilities, service provided
ustomers was investigated and found teo be satisfactory.
Cousolidation

SoCal proposes to conseolidate its Cowan Heights sexvice
area into its Orange County Distriet.

Evidence iIn support of this request indicates the following
acdvantages that should result.

1. Improvement In Administrative Efficiency

Consolidation will permit SoCal to eliminate separate
accounting recoxds £or Cowan Heights, as those wecords will be
consolidated with Orange County District recoxrds. Separate rwate

increase proceedings Zfor Cowan Heights will not be necessary in
the future.

The combining of distxicts also will reduce advice letter
filings, saving time for both SoCal and the Commission. It will
also eliminate one annual report.

2. Operational Similarities

The two service areas purchase water from member agencies
of the Metropolitan Watexr District of Southern Califormnia and
purchase electricity from Southern Califormiz Edison Company.
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006
program ol'SoCai. Prior to 1968 Orange County District operated

under six different tariff schedules, which were consolidared in

one tariff area iIn D.74271 dated Jume 11, 1968. Consolidation of
Cowan Eeights service area with Orange County Diszrict will complete
the consolidation program for that discrice.

-

The cembining of districts and service areas is am omg ing

SoCal filed an advice letter for a general rate increase
in its Cowan Heights service area omn July 13, 1981. This filing
requests a general metered rate schedule increase for Cowan Heights
to produce the same rate of return as authorized herein for the
Orange County District for the years 1981, 1982, and 1983.
Resolution W-2864, when approved, would grant SoCal its request.

The staff concurs in zhe consolidation of the Cowan
Heights service area into the QOrange County District.

Rate Design

SoCal did not take issue with the staff's rate design
proposal. The szaff recommends for Orange County District (execlusive
of Cowan EHeights):

1. Cancellation of £flat rate Schedule 0C-2C
now used for service in the former Cypress
Acres Watex Association service area, as
that area is now fully metered.

Continuve the present two-block rate
structure in Schedule Q0C-1 (Gemeral
MYetered Service) but change the firsc
quantity consumption bloek £rom 0-500
cubic Zfeet to 0-300 cubic feet to conform
to similar SoCal rate schedules applicable
in the Metropolitan and Pomoma Districts.

As the accumclated increases in reveaues
authorized since January 1, 1976 have
exceeded 25%, increases may be authorized
for lifeline quantities. Therefore, the

Taff recommends cthat the rates be increased
Zor the first cuanticy dlock and the smallest
zeter size (5/8" x 3/4™).
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Increases In revenue should be allo-
cated equally between service charge
and guantity compoment on 2 percentage
basis of gross revenue applied to the base
rate in effect at the zime of the decisiem.
Service charges for the 3/4-inch, l-inch,
ané L-1/2-inch meters should be rounded teo
the nearest 10 cents. Meters larger than
1-1/2~inech skhould be rounded to the neawest
dollax.

The staff recommends that the Cowan Heilghts service area

zates be ralised to achieve the same wate 0f returm on rate base for

that service area as fowmd zeasonable for the Oramge County
District. To assist in rwevising those rates, the staff devised a
schedule of "equivalent" current rates for Cowan Heights which
reflect a conversion frozm a three-block quantity rate structure Lo
a two-block guantity rate structure.

Cowan Eeights Service Arxea

As indicated above, the staff recoxmmended that the
consolidation of Cowan Heights service avea into the Orange Coumty
District not be approved until Resolution W-2864 is approved,
which will authorize the general metered rate schedule for that
area be increased to provide revenues that produce a rate of

return equal to that authorized for the Crange County District.
FTindings of Fact

1. SoCal's water quality, comservation program, and service
in its Orange County District and in its Cowan Heights sexrvice area
are satisfactory.

2. SoCal is in need of additional revenues for its Orange

County District, but the rates requested would produce an excessive
rate of return on rate base.
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3. A rate of returz on common stock equity of 14.357% and
overall rates of return on rate base of 10.447% for 1981, 10.69%
for 1982, and 11.127% for 1983, respectively, are fair and reasonable.

4. The staff's estimates of counsumption, rate base (as
revised), and operating expenses reasonably indicate the results

£ SoCal’'s Orange County District operations for the years 1981 and
1982 and should be adopred.

S. The rates of return found reasonable when applied
to the adopted zesults of operations and rate base require an
increase Iin armual revenues of $681,300 ox 14.3% for 1981, a further
increase of $231,000 or 4.27 for 1982, and a further increase of
$186,400 oxr 2.37 for 1983 providing a three-year cumulative increase
of $1,098,700 or 23%. The step Increase foxr 1983 should be
adjusted so that the authorized 11.127% rate of weturn will not be
exceeded for the 12 months ended Septexber 30, 1982.

6. The operating revenues and expenses, ingome taxes,
and rate base for SoCal's Orange County District adopted
for the purposes of this proceeding are set forth in
Appendix C.

7. The staff's rate cdesign proposals are reasonable.

8. The increases in wates and charges authorized in this
decision are justified; the rates and charges authorized in this
decision are reasonable; and the present rates and charges, insofar
as they differ Ifrom those prescrided inm this decision, are for ch
futtre mjust and unreasonadle.
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9. The comsolidation of the Cowan Heights sexvice area into
the Orange County District should be cost-effective in that SoCal
will incur less regulatory and accounting expenses and less
operating costs as a restlt of that consolidation. When the Cowan
Heights rates for genexal metered sexrvice has been imcreased to
produce the same rate of return on rate base for 1981 as authorized
for the Orange County Distxict, the consolidation proposed
by SoCal should result generally in reasomable rates and charges
and should be authorized.

Conclusions of Law

1. The adopted rates set forth in Appendixes A and B are just,
reasonable, and nondiserimimatory.

2. The application should be granted to the extent provided
by the following oxder.

3. Because of the izmediate need for additional revenues,

the effective date of the following order should be the date of
signature.

INTERIM ORDER

IT IS8 ORDERED that:

L. After the effective date of this order, Southern California
Water Company (SoCal) is authorized to:

a. Consolidate its Cowan Heights service
area into its Orange Cownty Districe.

b. File for its Orange County District,

the revised rate schedules attached

to this order as Appendix A. Such
£iling shall comply wich Genmeral Oxder
96-A. The effective date of the
revised schedules shall be four days
after the date of £iling. The revised
schedules shall apply only to service
rendered on and after the effective
date of this order.
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2. On or after November 15, 1981 SoCal is authorized to £ile
an advice letter, with appropriate work papers, requesting the step
rate increases attached to this oxder as Appendix A oxr to file a
lessexr increase which includes a wmiform cents per humdred cubice
feet of water adjustment from Appendix A In the event that the
QOrange County Distriet rate of return on rate base, adjusted o
reflect the rates then in effect and normal ratemaking adjustments
Zor the 12 nonths ended September 30, 1981, exceeds the lower of
(a) the rate of return found reasonable by the Commission for Sofal
during the corresponding period in the then most recent rate decision
oxr (b) 10.49%. Such filing shall comply with General Order 96-A.
The requested step rates skall be reviewed and gpproved by the
Commission prior to becoming effective. The effective date ¢f the
revised schedule shall be no earlier than Januvary 1, 1981, or 30
days after the f£iling of the step rates, whichever Is later. The

revised schedule shall apply only to sexrvice rendered on and after
the effective date.

3. On or after November 15, 1982 SoCal is authorized teo file
an advice letter, with appropriate work papers, requesting the step
rate increases attached to this oxzder as Appendix B or to file a
lesser increase which includes a uniform cents per aundred cubie
feet of water adjustment from Appendix B in the event that the
Orange County District rate of retumn on rate base, adjusted to
reflect the rates then in effect and normal ratemaking adjustments
for the 12 months ended September 30, 1982, exceeds the lower of
(a) the rarte of return found reasonable by the Commission for Solal
during the corresponding period in the then most recent rate decision
or (b) 10.69%. Such f£ilimg shall comply with Gemeral Oxdex 96-A.
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The requested step rates shall be reviewed and approved by the
Commission prior to becoming effective. The effective date of
the revised schedule shall de no earlier than Janvary 1, 1983,

or 30 days after the filing of the step wates, whichever is later.
The revised schedule shall apply only to service rendered on and
after the effective date.

This oxder is effective today.

racec  AUG 181981

San Franciseo aCalifornia.

4. The Commission is reviewing g

the Economic Recovery Tax Bill i T

of 1981 (Bill) signed into law ﬂ //ZP{ 24?{; //
by the President on August 13, “(./ 7.

1981. This order is an iaterim md/ Z O

order pending aniinvestigation 4%447 ;qsﬂ’ T

by the Commission as how the Bill

- P oy

affects federal income taxes for the ‘H 3 0 A
adopted test year results of ommissioners
operations.
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SQUIBERN CALIFORNIA WATER COMPANY
Crange County District
Orange County Sexrvice Area

Schedule No. OC=1

GENERAL METERED SERVICE

APPLICABILITY

Applicable to all metered water service.

TERRITORY

All or portions of the Clitles of Cypress, la Palma, Los Alamitos,
Placentia, Saxta Ana, Seal Beach, Stanton and Yorba Linda and vieilnity,
Qrange County.

@ ==

Quantity Rates:

Mrest 300 cubic feet, per 100 cublc Lot seccceccnnee
Cver 300 cubic feet, per 100 cublc

Service Charge:

FW 5/8 x 3/h-mh mer L N L Y LN R R
For 3/4=1nch meter

For 1-inck meter

For le=inch meter

?or 2-mch mter L I N A N N g
For 3-'.‘.mh meter Y X
For Leinch MELET .ceveevcrsssscccnscscancs

For S=inch METEr ..ceerrenrrononns cocecconces
FOI' s-mh WELET srsvesscsssss ssssses ressevss
FOI‘ lO'iDCh meter CrosrereresrEteEEEs L

The Sexvice Charge 1is a readiness-to-serve
charge applicadle to all metered service
and to which is to be added the quantity
¢charge computed at the Quantity Rates.
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SOUTHERN CALIFCRNIA WATER COMPANY
Orange County District
Orange County Service Area

Schedule No. OC=3IM

METERED TRARICATION SERVICE

APPLICABILITY

Applicable to ILrrigation service furnished op a metered bvasis to
territory in this schedule.

TERRITORY

The incorporated City of Placentia.

RATES

.

Quantity Rates:

For all wvater delivered, per 100 cubic feet .coveve..
Annual Service Charges

?O’I.‘ 2’imh oeter or 3&3!' T L N Y T T T TRy
For B‘imh DELET cucvsconsecvovrscsssamronbnsensronsrnn
FO!‘ h"inChm L Y Y L L R N T T N R RN Y e,
Fw é’iﬂCh m L X N KB N N R S X N X R R R 2 XN EENESXNES NSRS EE]
For S8=10Ch MELET cevvrsicccceccrnssncnnscscrsrocnsans
The Service Charge is a readinessg-to-gerve
charge applicable to all metered service
and to whick 45 to be added the quantity
charge computed at the Quantity Rate.

(Continued)
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SOUTHERN CALIFORNIA WATER COMPANY
Crange County District
Orange Cownty Service Area

Schedule No. 0C-3M

METERED TRRIGATION SERVICE
(Continued)

SPECTAL CONDITIONS

1. The Compaxy shall not be required to install pew mains to mak
this service avallable. :

2. The annual service charge will be paid in advance and bills will

be computed and rendered montbly based on the total quantity of water
delivered.

3. The customer, when requiring irrigation water, shall notify the
Compary at least twenty-four (24) howrs in advance, indicating the date
and hour for commencement of such service.

L, Yo customer shall be eligible for service under this schedule
unless irrigating five (S) or more acres of lapnd for citrus or other
ccommercial Crops.

5. Service under this schedule is subordinate to all cther service
schedules offered in this tarif? area and Iis subject To Linterruption in
emergencies or at the Company's discretion. The Compamy will not be

liable Zor damage occasioned by interruption of service supplied under
this schedule.

6. The customer will pay, without refund, the actual cost of the
irrigation service. The Company will f\wrpish the meter at its expense.
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SOUTHERN CALIFCRNIA WATER COMPANY
All Districts

Schedule Fo. AA~4

PRIVATE FPIRE PRCTECTION SERVICE

APPLICABILITY

Applicable to all water service furnished to Irivately owned fire
protection systems.

TERRITORY

Rate A - Applicable within the Bay, Big Bear, Calipatria~Niland, dewan
Heights, Los Osos, Metropolitan, Ojal, Orange County, Pomcna
Valley, San Bernardino Valley, Saz Dimas, San Gabriel Valley,
Santa Maria, Clearlake and Wrightwood Districts.

Rate B = Applicable within the Barstow and Simi Valley Districts.
Rate C - Applicable within the Arden-Cordova and Desert Districts.

RATE Per Month
A B [

For each inch of diameter of service commection $3.00 $2.25 $2.00

SPECIAL CONDITIONS

1. The fire protection service connection shall be installed by the
utility and the cost paid by the applicamt. Such payment shall not be subject

to refund. The facilities pald for by the applicant shall be the sole Froperty
of the applicant.

2. The winimm diameter for fire protection service shall be four inches,
and, the maxizum diameter shall be not more than the diameter of the main to
which the service i3 connected.

3. If a distribution main of adequate size to serve a private fire
mrotection system in addition to all other norzal sexrvice does not exist
in the street or alley adjacent to the premises to be served, thexn a service
main from the nearest existing main of adequate capacity shall be installed

by the utility and the cost pald by the applicant. Such payment shall zot
be subject to refund.

4. Service hereunder is for private fire protection systems %o which no
conmection for other than fire protection purposes are allowed and which are
regularly inspected by the underwriters having Jurisdiction, are installed
according to specifications of the utility, and are maintained to the satise
Taction of the utility. The utility may install the standard detector Type
meter approved by the Board of Fire Underwriters for protecting against theft,
leakage or waste of water and the cost paid by the applicant. Such payment
shall not de subject to refund.

5. In accordance with Section TTh of the Public Utilities Code, the

utility is not liadble for injury, damage or loss resuliting from failure €0
provide adequate water supply or pressure.

(EXD OF AFPENDIX A)
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SQUTHERN CALIFORNIA WATER COMPANY
Orange Comty District
Orange County Service Area

AUTHORIZED INCREASE IN RATES TO SCHEDULE NO, OC-1

GENERAL METERED SERVICE

Each of the Zollowing increases in rates may be put Into effect ¢m the
indicated date by f{ling a rate schedule whick adds the appropriate increase
+o the rates which would be in effect on that date.

Rates %0 be Effective
1=l-82 =133

Quantity Rates:

First 300 cu.ft., per 100 cu.ft. sevvecesee $ 0.009 $0.009

Service Charge:s

For 5/8 x 3/U=inch MOLET cvvevevvscoccencas $ 0.08
For 3/Ueinch MOLEr .evececrceecccenss Q.10
For 1-inch Deter covceveecencrcoces 0.20
Por 1t-inch MELOT cecesvocencoceccns 0.30
Foxr 2-inch NeLET sevivscemsscccncns -———
For B=inch NELET seevenvecccscrnces 2.80
Tor Loinehl MELer cvececvmccncovones .00
Tor E~inch MELET vevervcmcrocsvosen 2.00
Tor 8-inch meter .ivencnees cevveoen 3.00
Tor 10-inch MELeY cceevecesceccancss L.00
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SOUTHERN CALIFORNIA WATER COMPANY
Orange County Distries
Crange County Service Area

AUTHORIZED INCREASE IN RATES TC SCHEDULE NO. OC-3M

METERED IRRIGATION SERVICE

Zach of the Zollowing increases in rates may de put into effect on the
indicated date by filing a rate schedule which adds the appropriate increase
t0 the rates which would be in eZffect on that date.

Rates to0 be Effective
lel=d2 1-1-03

Quantity Rates:
For all water delivered, per 100 cu.ft. .... $0.008 $0.010
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SCUTEERN CALIFORNIA WATER CCMPANY
Orange County District
Oreange County Service Arez
ADOPTZD QUANTITIZES
Net-to~-Gross Multiplier: 2.0830

Pederal Tax Rate: 46%
State Tax Rate: 9.6%
Local Franchize Tax Rate: 1.388%

Uncollectibles Rate:r 0.266%

1. Purchased Power

Well Water

SCE Schedule

Cef 7,330,900
M/Cd » 1-2

Total energy, KWh 2,797,080

City of Anahein Schedule

Cef 227,300
K /Cef 1.5523

Total ensrgy, kih 352,838
Boosted Water

SCE Schedula
Ccf
kh/Cet
Total energy

SoCal Gas
Total Therus

Electric:
Southern Calif., Edison Co.

Total cost $579,800 $588,000

Total kwh 9,865,616 10,014,801
Effective Schedule Date 8/28/80 8/28/80

$/k6h Used (variadle coat) 0.05453 0.05453
Service charge § 41,843 § 41,843
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SQUTEERN CALITORNIA WATER COMPANY
Orange Counvy District
Orange Couznty Sewxvice Aren

ADOPTED QUANTTTIZS

City of Ansheinm
Tocal Cost

Total kWwh

Effective Schedule Date
$/kh Used (variable cost)
Sexvice Charge

Gas:

Southarn Calif. Gas Co.
Total Cost $ 8,900
Total Therms 24,872
$/Thaxm (variable cost) 0.35513
Service Charge $ '$
Effective Schedule Date 9/1/80

Total Power Cost $§ 615,700
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SCUTHERN CALITORNIA WATER COMPAXY
Orange County Jistrict
Orange County Service Area

ADOPTED CUANTITTIES

2. Purchased Watar

Sources:
Orange County Water
Dist. OC-52 700 AF 700 AY
@ $90/AF @ $90/AF

All other Orange
County Water Dist. 8401.2 8536.2 ALF.
, @ $115/ATF @ $LLS/AF

City of Santa Apa 1500 Cef 1500 Ccf
@ $0.24/Cct @ $0.24/Cck

City of Seal Beach 25,400 Ccf 25,400 Ccf
@ $0.3412/Cef @ $0.3412/Cef

Total Purchased Water Cost $1,038,200 $1,053,700

3. Pucp Tax $ 513,000 $ 520,500
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SOUTEERN CALIFORNIA WATER COVPANY
Orange County Distrdict
Oracge County Service Ares

ADCPTED QUANTITIZS

4. Payroll and Employea Benefits:

Test Year.
1981 1982

08 Payroll $ 418,100 § 476,100
ASG Payroll 15,200 17,300
Pension & Benefit 44,200 47,300

Total 477,500 540,700

Payroll Taxes $ 32,600 $ 37,200

5. Ad Valorem Taxas: 1981’ 1982

Ad Valorea Taxes - $ 150,400 $ 154,100

1981-82 1982-83

Tax Rate - 0.69% 0.69%
Market Value - $ 22,189,200 § 22,937,900

Metered Water Sales Used to Dasign Rates:

General Merered Usage~Cef
R_g_:_xga -~ Ccf 1981 1982

Block 1 0-3 1,267,329 1,287,821
Block 2 > 3

9,158,457 9,256,391

General Metered Usage 10,425,786 10,582,212
Metered Irrigstion 61,958 61,958

Total Metered Usage, Ccf 10,487,744 10,644,170
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SCUTZERN CALITFORNIA WATER COMPANY
Crange County District
Crange County Sexvice Ares

ADCPTED QUANTITIES

Gustomers & Usage

No. Usage=-XLcf Avg, Usage_-__Cc_ﬂE.

1981 1982 1981 1982 1981 1982

Commercial

Industrial
Metered 42.4 L42.4  1461.6 1461.6

Pub. Authority

Irrigation
Matexed 62.0 62.0

Othax

Matered 49.7 49.7
Subtotal 10,407.8 10,644.2

Private Fire
Protection

Total

Unaccounted
for Water 964.2

In 2

Total Water Supply

8.31%
11 '608.“
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SOUIEZRN CALIFORNIA WATER COMPANY
Crange County District
Orange County Service Area

AJCPTED TAX CALCTLATIONS

1087 “982
adopted Rates réopted Tates
oy T2 CceET FpYY
(&) (3) €)) 6e))

Tmousané of Dollarsz)

Coerating Reverzes S455.6  5455.6 5636.6  5686.6
0f% Zoppenses 327%.7  5277.1 542.8  3412.8
Taxes Otzer than Income 283.0 483.0 19%.3 701.3
e 0.0 a2.4 0.0 4.9

Subtotal 34551 55LE.5 3604 .4 3695.0

Dedverions from Tasmble Tzeome

Taz Depreciatioz : €19.3 639.9
nterest ; 52%.5
Prefarred Stock Div. Credit el

Sudtotal Teductions 140%.5 “162.7

Yot Toxmble Income for CCET
CC:‘.
Totald CCP2

Yet Taxable Income for FIT
Tederal Income Tax
Graduated Tax Adjustment
Fed. Income Tt Before Adj.
Iavegtment Tasr Credit

Total I

e

WO
SJ4L3F
o

ol

-3
-%
0o+

!
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