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93539 
Deeision ________ __ S~?t~mber 15. 1981 

BEFORE THE PUBLIC TJ'l'ILITIES COr.' .. V.ISSIO~ OF THE STATE OF CALIFORNIA 

In the ~ttcr of thc Applic~tion ) 
of SOUTH'IiEST SUBtrn.BA...~ WA 'l'ER ~ a ) 
eorpor~tion, for ~~ order ~uthor- ) 
izing it to increase rates ) 
charqed for wa tar service i!"1 ) 
the La Miraea District. ) 

-----------------------------) 

Applic~tion 60295 
(Filed Fcbru~ry 25, 1981) 

A. Cr~wforQ. Gr~~~~, Attorney at Law, for applic~nt. 
Rlcnara Rosenberg, Attornc:r ~t t~· .... , for the 

CO~~l~~lon st~ff. 

INTER!M OP ':NIO~ 

App1icomt, South:~ ... est Suburban 't>Tatcr (Southwest), a 

California corporation, sccks authority to increaGc the rates charged 
for water service in its La Xirada Di$trict. Southwest proposcs to 
increase rates in steps ~hich arc designee to increase annual 
revenues in test year 1931 by $697,300, or ~pproxi~~tely 28.1%, 
over the reVC!"1ues produccd by rates i~ A.ffcct at the ti~e this 
application was filed, and by additional a~ounts o! S139,100, or 
5.6%, and $220,000, or 8.8%, in 1982 .:lnd 1983, rcsp~ctivcly. 

Southwes~ furnis~e$ public uti!ity w~tcr service to 

approxi~ately 61,500 general ~eter~d custo~ers in its two districts 
. th C ... . ~ Lo "1 dO,;,""·... • 'WI' ~ ,... , • ~ l.n e ou.."'l .. l.es 0... G ...... nge cs a:'l range. ... •. c .... ;). l..l.ra<;.;,.a .... l.strl.c .. , 

to which this app1icatio!"1 is ~ddrcszcd, includes approximately 12,700 

customers in the City o! La Miraea and adjacent uninco:poratce areas 

in Los Anc;eles and Or<l!"1g'e Counties. ':he S;).n Josc-~1h.i ttier Distric-: 
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areas i~ or adjacent ~o 
t::.e Cities o~ Cov:'~a, ~'1es-: Covi:::.a, La ?~ra, La ?'::er::te, !:le~t--y, 

Gle::.dora, Sa:lta ?e Spri::.;-s, ~'ib.i ~tier, a=.d ad.jace!:.t ~..:.::.i::.co=:?¢=a-:ee 

a.:eas in Los .';.:::.c;eles Co=.ty. 

t.1'::.<!er ~e =eS-..l:a~~:-y ~'rO(:~=e ?!a:l, a:. i.~or.na: ~-:.:ilic 

::eet:':; "Jra,s ;:eld on ::"..a1 7, 1981 at 7:30 ?~:. in ~e :.~ ;~raci:a Ci-:y Eall 

Council ~~rs to dise~ss ~s applica~o~. Sout-~est :ot:':ied 
each C':lStotler 0: -:::'e ~eet.i::.g, • ... h.ic was s~nsored jointlY' ~y SQue­

~est ~d Coaoission s~== rep=ese::.tati7es, by a ::.o~ce i::.c:~dee 

!te::lS o~ co::.cern, :ro: -::'e cr..:estior.s asked, 

related to a =a~lty ~eter, a water odor proble: ~d whether distriet 
·H.ater .~ ':lSed :or irriq~tion, whe~~er ra~e?a¥ers were ~~g OVer-
e..~c;ee to s~~:-'! a ne· ..... fleet 0: co:pa::.y t:"..:cil:s, ..... =.e~e= or :;.ot 
re~lc!ed ..... ater ..... as ~sed i:;. ~~e district, ~d why pro?Osed i::.creases 
were ~ostly in ~~e se~jice ~a:;es. 

After due nQtice, a :o~: p~lic hea=i::.;- on this 

app1icatio::. ·~s he!d ~e=o=e Ae:i::.is~a~ive Law Judge Willi~ A. 

to :ile a !ate-:i!ed e~i~it i: t:.e Co::iss:'o::. adop~ a:y decision 
a=:ecting power rates of So~~~west prior to J~ly 31, 1981. ~¢ 

late-=!led e~~it "..laS =iled, ~C -:':'e :atter ~o~ st~es s~:it~eC 
:or c.ec:'s:'o:l. 
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P~esent ~~~ P=o~sed ~tes 

For ~e La ~ada District, the last ;enera1 rate ~crease 

was authori:ed on A't:c;'Ust 22, 1978, ~ Decision CD.) 89249' CA.pp1ication 

CA.) 57025). Rates 0: retu--: 0: lO.OO% on rate ~ase and 10.80% on 
common e~~ity for ~e test years 1978 and 1979 ~ere found reasonable 
for 1:>oth test years.. In. the La Mi'rada Dist:'ict gener~ metered 
~ervice is provided ~de= district Schedule ~~-l. In. aedition, 

se:vice is p:oviced in 'this Qs~ic't: -.:::der ~e following companywide 

sche<i';lles: Sched~le 4, P::'i vate Pire Protection Se::-r..ce; Scl:.ee: .. ~le 

4H., ?ire Hyd.:ant Se.rvlce on P:'ivate !>=operty; Schedule 9-C?, Co=.­
str.lctiO:l and ~a:nk '!'::",.:ck Service; and. Sc~ee't:le 9-Cn, Service to 
Tract BO~ses ~ing Cons~ction .. 

So't:thwest ?:oposes increasing ~e ~ M:.rada District 

general ~etered se:viee :ates as well as ~e p:ivate fire p:otec­
tion service a:d fire hvdrant serTice on ~rivate ~ro~ertv service .. _.. ... .. ' 

cl:.a:qe rates only. C:o.anti ty rates a=e not a~~ecteC: 1:lythe proposed 
increase in rates. 

The following t~ulation sets for~ the present and 
proposed rates :or general Qeteree se:vice .. 
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La. ~rada l'a:i':f ~ea. 
Schedule 1..'1-1 

Genet'a.l Mete'reC Set"V'ice 
Per Me'ter Pe't' ~nt.~ 

Sexvic:e Charges: 

For srs' X 3/4-ineh meter •••••••••••••• 
For 3/4-1n~ meter ••••••••• _._ •• 
For 1-in~ meter •••••••••••••• 
:Cor 1-1/2-incnmeter •••••••••••••• 
For 2-1n~ meter •••• _ •••• _ •••• 
For 3-1n~meter •••••••••••••• 
For 4-in~ meter •••••••••••••• 
For 6-1n~meter •••••••••••••• 
For 8-1nch meter •••••••••••••• 

~~~ Rates:-·· 
For all water rielivered~ per 100 cu.£t_ 

First 300 eu.ft. ,er ~n~ •••••••••••• 
Over 300 cu.ft. per mon~ •••••••••••• 

Present* ~211c:&n't Pro'OOSe1 
Ra1:es 1981 -

$ 4.70 $ 8.40 
6.40 10.6'> 
8.70 14.50 

11.60 19.38 
15.50 25.82 
29.00 48.48 
40.00 67.85-
66.00 108.33 

105.00 178.50 

$ 0.295 $ 0.295 
0..380 0.380 

1982 -
$ 8.53 

1l.42 
15.55 
20.71 
27.65-
51.89 
71.43 

112.50 
185.37 

$ 0.295 
0.330 

_ •..• -From Tad:: S~-: 503-0;.;, ef~ective Fe~r\.1..Uy l8o,· 1981. -
-.- ...... - Fronr~~T= . 

.. . _ •• "hom- ~:i;~i ~:-

:he present serviee charge rates set forth above are 
subject to a fire protection su=c~qe as set =or+~ below. 

For 5/8 x3/4-in~ meter 
For 3/4-1~ =eter 
For 1-1:ch mete= 
For 1-1/2-1nGn meter 
For 2-in~ meter 
For 3-i:ch meter 
For 4-inch meter 
For 6-1n~ meter 
For 8-inch meter 
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Per ~teX' 
Per Month 

$0.16 
0.21 
0.29 
0.39 
O.5Z 
0.9& 
1.33 
2.20 
3.18 

R.a:Ces** 
1983 -

$ 9.38 
12.64 
17.16 
22.91 
30.50 
57.2¢ 
79.76, 

129.l7 
212.8Z· 

$ C.2~5 
0 .. 330 
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~eec For Rate Relief 

In its applica~ion Southwest states -bat the principal 
factors ~h~nd this application are: i:creasee operation a:d 

maintenance expenses not recoverable ~y offset proceedings; 
conti:lue<! :=eduction of water cOn5"1!:l.ption by existi:lq custo::!.ers; 
a:d i:lcreases in cost of :::I.oney and in :a te 0: re't'lttn ;-ec;:uire:::l.ents. 
Customer Se=vice ~~d Co~se=vation 

Staff investigation relatinq to ~his application shows 
that du:i:lq 1geO and 1981 (J~uary-Ma:~) complai:lts filed at t:e 
dist:iet office concerned ~ig~ bills, leaks, low pressure, and 

wa~er odor, taste, a:d color. Staff is satisfied ~~t all co~­
plaints have ~en invest:.qated and re'solve<! satis:actorily 1:>y 

Southwest. 
In ee past, t=.e !.a !Urac!a Dist:'ict !las experienced water 

losses as high. as 1'7%. It declined to 13% :0:= t!le 1979 test yea:. 

~ D.S9249 dated August 22, 1978 we o=de:=eeSo~thwes~ to continue 
its efforts to ree-c.ce the level of unaccounted-for 'Wa~er a..'"ld. Sou~­

west has since adopted the followi:lq conservatio~-related co=?Orate 

goals: 
1. To :eo.uce t:naccounted-:or wa'ter tc> a level 

of 1% ~y 1985 (currently abo~t 10.2%). 
2. To reduce the ,::" i t cor.su:np'tio:l of enerqy' 

~sed i:1 delivering water :rom 1979 to 1985 
by 10%. 

I:1 a:l e~~ort to meet these ;oals, Sou~west has ~der-~en 

the :ollowing proqra=s: 
1. Leak detection in se:vices ~ i~ 1978 on 

a continuous basis. 
2. =est ~~d, i~ :ecessa--y, replace or repair 

all large ~eters (~ete:s two i:ehes or 
;reater) - sta:ted i:1 19i9 on a co:ti:lcOUS 
basis. 
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3. Replace all small :eters which are 20 
years or older - started i:. 1980, c:on'ti::.ui:lq 
~:":rough 1985. 

4. ':ele::eteri:lq Ca) water S'l:oraqe levels,. (:0.) 
cri tical sys-:em :?~essure poi::.-::s, and ( c:) 
?'Cl:l? autot1.a:~io:l - started i=- 1980, to- ~ 
co~leted by 1985. 

s. Increase pc:rp station efficiencies - con­
tinuous ?=o~ram. 

Southwest intends to continue to convey its ·Nater conser­
vation message 0:1 ~il1 inse:'l:i to customers. I~ addition, Sout-~est 
bas dist:ibuted free ·~ter conservation ~i~ to its customers a:d 
is coo~ratinq ·Nit!:l custocers i::. efforts to loeate l~ak.s. Sta.:: 

~s reviewed Southwest's proqraQS and found ~e::t to be reasonable. 
!:l the San Jose-Whittier :>ist:ict proeeeei::.;,)/ staff analysis 
indicated that Sou~westts conservation proqra:s will be cost-effective 
wh.en cotlpared to ~e lo:.c;-ter:::. savi::lC;s in water anQ. energy. Staff 
reco~ends ~~at Sou~west, as pa--t 0: ~~e filinc; for ~e :.e~ general 
rate ,increase, be required to show the cost-effectiveness 0: the 
conservation proqrazs disc:ssed above. 

Dise-.:ssion 
During hea:inq Seut!::west accepted staff's esti:1a'l:es and 

recomceneations on all ~e issues related to i'l:s ratei::.crease 
r~est exce?t: (1) rate 0: =e~; (2) rate st--uc~~e; and (3' 

do~estic ~se pe= custo:er. ~e di::e:ence ~ ~rojection 0: doaestic 
'~e per c~s~o~er, ~he=eby staff's projec~ion :or ~e 'l:est years 
shows a const~~t a:ount w~~le So~~westts es~te s~ows a eec:l~:.~ 
esti:nate for the yea:s, 'WaS :esolved du=i:q ~e 'heari~q "::Iy Sout!:.­
west's acce?t~ce 0: staff's revised est~ate of 212.1 Ce: Chu:c:ees 

0: e-"J,ic !ee~) as ce noc.alizeC t!.Se per ~sto~e= d~i:l~ the test 

11 A..S974S dated J\l.~e 17, 1980. 
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years. While disa~eeing .~~ so~e i:divid~al ~or items relating 

t~ expenses containea in sta~f's report on results of operations~ 

Southwest accepted s·t~:f' s overall operating expenses which were 

. :Cased on later in:or.:tation and recorded data ~ Southwest· s. 

Rate of ktu--r. 

The following' Ta=le 1 compares the rate o:ret:lr::. requested 

~ Southwest ~~d. ~at reco~~ended by s~af=. 

According to the ap~lication, ~e cost 0: capital and. 

return on eq:uity at the rf!G.'Uired ret'tlr:l of l6~ on e~ity c''l:e to 
financial attrition will require a hig~er retu.~ on total ca?ital 

in successive future years in order to =aintain ~e r~ired retu.-n 

on equity of- 16%. ~is finallcial a ttri tio:l, according to t!le appli­

cation, is ca'l:seC by ~e retirement 0: c.e=t +brough ~e operation 

0: sinking fu:lds and the issua:lce 0: new debt, the conversion 0: 
aeben tures to cO::lI:lon stoc."", a.~d the increase in e<;:ui ty over the 

years. 
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'I'ab1e 1 

P'rOp?sed Ra'te of R.e~r.\ 

~ SlJ:SOltBlw.~ WA.~' ' .. ' 

. . 

: C&pit.allu;:$,on : : Weigheed : 
:, ___ ~ __ ~n_en __ ~ ____________________ ~: ____ Ra~'t~i~o~~ ___ : __ ~Co~s~~ ____ : __ ~Co~s~t~: 

<.a) tb) <.e) 

Year-End 1981 
Lo~-re::n Debt:. 
Prefexred Stock 
Carmon Eqa1 t:.y 

'I'ot:.al 

Year-End 1982 
Long-l"em Debt:. 
Preferred Stock 
Cccmou Eqa1 ty 

Total 

Year-ted 1983 
Long-l'e:m Deb~ 
Prefer.recl. Stock 
Cot:=ou Ectu:L t:.y 

'!oULl 

Average Year 1981 
Long-Tum Debt 
P:refured Stock 
Coanon Equi. 'Cy 

Total 

Average Year 1982 
I.otlg-l"ex:n. Debt 
Pre£etted StOGk 
Coamon Equi~ 

l'o'tal 

Average Year 1983 
l.ong-'I'em Debt:. 
he£etted StoGk 
C'eomou Eq\li t:'f 

Total 

11 FrQlll :::xbib1t:. 1. 

y l".1d-;>oint of ,ta£f' $ reeocmendat:ion. 

46..11~ 
3.Z2 

SO.66 
100.00~ 

46.11':. 
3.22 

50.66 
100.00:' 

46.111. 
3.22 

50.66 
100.00':. 

Commission Staff 
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43.251. 
3.25 

48.50 
100.001. 

48.~ 
3.25 

48.50 
100 .. 001. 

48.ZS: 
3.25 

48.50 
100.00':. 

lo.b6~ 
5.57 

16.00 

10.401. 
5.34-

16.00 

10.We 
S.34 

16.00 

lO.O~ 

S·~21 
13.77"" 

10.37'%. 
5.30 

13.75 

4.64": 
..18· 

8.11 
12.9"31-, 

4.801. 
.17 

S.ll 
13.0al. 

4.9ZZ 
.17 

8.11' 
13.201. 

4.76'""'­
.18 

6.67 
11.611. 

4.8S%. 
.17 

6.67 
11.691. 

5.001. 
.17 

6.67 
11.84: 

: 
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In .support 0: its requestee l6% ret:lrn on ~i t';{, Sottthwest 

presentee:! testi:1ony by Dale Seffer, Sout.."r..rest t s vice president of 
:inance.. Se::er t s testi::tony 'WaS S'Upl)leI:1ented by ~i t 6.. Zxhi:=i t 

6 contai:s Sott~~est's consolicated financial requirements for the 
1981, 1982, and 19$3 test yea:s comparing South'west' s sot::'ce 0: 
funds and its fina:cial req:tlirements at 16%, 13.5%, a:ld· lO% on 
equity realized, a table sho~~q Sottthwest's reali%ed'rate 0: 
return for the years 1977-1980 cocpared t~ ~t authorizee by 

~e Cocmission, and a taQle sho~.nq alte~te rates of re~~ on 
and 16%. 
0: Se£:er's test~~ony in support 0: Sou~~estts 

rate o£ retu...."'":l on equi-:y 0: l6%, d:crinq ·~h.icb. he re£erree. t~ and 

explainee ~xhi~it 6, is essentially as follows: 

1. ~~i~it 6 basic~lly s~ows the sott=ce a:d 
application 0: f~ds esti:ated by So~th­
west as re<;:u:':ed d.urinq the test yea:s. 
:t is an e::o:t on Sout.."":west t s pa:t to 
reflect the various rates 0: re~~ 0: 
equity as to how they affect the cash 
necessa--v :or So~~west to ~eet its 
responsiSi1ities. 

2 • Page 1 o£ Ex:' i!>i t S, based on the ass1.::lp­
tion ~~at Southwest would. reali:e 16% 
return on ~it:y, shows t~at Sou~west 
will have a?~roy~tely $2.3 ~llio~ net 
availa.!:lle cash. eolla=s :0= each 0: e.e 
test yea=s "..,hicll 'Will ::tateh Southwest t s 
:i:la,ncial recn:ire::.ents d:t:ri:lq the SaJ!1e 
period. .. 
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3. Sou~west's capital ~~d~e~ addi~ior.s 
0: appro~a~e1y Sl.O ~llio~ p~= yea: 
eu=i~q ~~e ~es~ perioe co~tai~ ~o~~~q 
:or cor.st.-uctio~ or ~a:sion si~ce ~e. 
area ~ ... h.icll. it se:ves is sa~-::.rated for ~e 
:ost part and its capital b~dget is ?ri­
:narily for line replacements c.'t:e to nooal 
wear ~~d tear ~d for re~lace~ent 0: i:-

./:.J: • • ........ .:r" fTO'\.. • .:r e ... _::,cJ.er. ... :lo ... ors anl"oo. 'O~s. ... •• e reI:.aJ.~l"oo.er .t:..... $2 3 'l~' ,.... ~ '1...- _.:r.t: ' o. .~e .~::. .J.on J.s ~o ~ us~ .or :a::.: 
exte:sion re==d cO:lt:'acts, si:li:inq funds 
as =e~ree by Southwes~'s =irs~ ~ortqage 
inden~'C.:'e, repurchase 0: Southwest t s pre­
ferred s~ock, and -..rorkinq =~e.s. 

4. (1it!l. reS!=leet to Sou~west' s ft'si::..~i.."'l~ f=.d't, 
early in t.~e 1970s the cocpa::.y was able to 
offset its ~ re~i=ed sinking =~~d by any 
plant additio:s. However, in the latter 
part 0: 'the 70s and coc.ing i:c.~o the 1990s, 
Sout=..rest is finding that lending instit~­
tions have increasee the sinking :~d 
re~~ire~ent =roe. 3% to 5% ~~d no lonqer 
~er.:it anv offset on ca~ital additio~. 
~s is re:lectee. on page 1 of Exhibit 6 
whic~ shows tha~ the :lost recent de~t 
isSt:e .r sinker" starts i~ test vea: 1983 
wi th the siDki:q ::~"'le reC:::-i=el:lent j~inq 
:roa $355,000 i: 1981 ~e 1982 to $530,000. 

S. If South"N'est were tc> =eal:!.ze a 16% retu..-: 
on. ec;:uity to ::-.eet its o~liqatio::.s, its 
custo:ers would ac~al1y ~e ?ayi~q toeay's 
t.-ae cost 0: water a:c Sout:.west wou1e ~ot 
=~ire a:y e~e~a1 :i~~~ci~g. 

6. Page 2 of E:x:b,i::>i t 6 s~o""",s ~e cash. effect, 
basee on staff's =ecoc:eneations 0: a 13.5% 
realize<! rate 0: :oot"..:.=. on eq-.;.i ty. It sh.ows 
Southwest's net profit .. ..rill be less an~ 
that it wo~ld en~ uo '/lith a cash ce:icit 
0: a~~=oxi:latelv $2:0 :il1ion over the 
t."l.ree:yea: test- perio<!. 'nlis :eans that 
So~t.."l"..rest -"rill ~ve to bcrro· ..... t'":'is ~OClt 
to :eet its co",,:::,.:.t::ents. It also illt:s­
t:ates t~t the com~a:v ·~ll ~ forced to .. -
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mort~a;e ~e :utu:e to pay for toeay's 
:leeds. O:l. a pe::-e'C.S~mer ~asis, t!le 
di!ference be~Neen a 16% realized rate 
0: re~ a:ld a l3.S% realized ret~~ on 
equi t:y is ve-:y ::li~or a=.d amou."lts to only 
3 cents per day per C't!Stomer.. ~ese 3 
een'ts per day, ~o·..,ever, .a=e very i.::1por-an't 
to Sou~west si~ee ~ev will ena=le it to 
provide ae~ate ser~ice ~e prese:ve its 
finaneial integrity. . 

7. Southwest's experience froQ 1977 ~ou~h 
1980 ~ows t:=la t i -: has onJ.y ;,een ~le to 
ea..-::. bet"N'eell 75% anc. aO% 0: the Comnssioll t s 
authorized rate 0: =e~ desoite i~ con­
scientious e::or-vS, ~ause o~ in:lation, 

8. 

an unrealistic -Hater use ~= ~-stoce= i~ 
past rate cases. ·N'r..ich have also a::ecte<i 
Southwest's abilitv to colleet ~~e full 
acounts intecded ~O offset power i~ereases, 
plus its ~creasee lon;-ter: ee~'t and ~qher 
interest rates which were not inc1udee in 
prio:: rate cases. Si:lce the ::ou: years 
were the highest profitable years 0: the 
eoapany, the pereenta~e of realization :or 
the preceC.inq five or six yea:s ·,.,ras s~ 
stantiallv less ~~ the 75% to 80% realized 
curi:; the ::tost recent ::our years. 
Assm:ling a 13 .. 5% reti:...-n on eC'Ui tv 'o'W'aS 
au~orizee and Southwes~ realizes 75% ~o 
80% aased on its ::'istorical i=.!or::a-:ion, 
the res~lti~c 10% ret-~~ realized will 
cause it to achieve eve~ lowe: ~ro:its 
~d realize vet a:other Sl.0 =illion 0: 
cash shor-:a;e. ~~S, the =~ll ea~ital 
~~d~et aeei~ions :0: ~o==al ~ea= ~~e 
'tear will have -:0 be ~i~a..'"lced wi ~ O'l.:t­
side :'t::cs. ~-is ~ou1c also place i~~o 
jeo~dy Southwest's i~te:est coverage 
which is :ecr-:i:'ed to ~e t"NO ti:es ea...-:o:i "'qs. 
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9. A~tention is e!=ec~ee ~o s~a==rs ~i~i~ 
a, ZaJ:>le 2, ·..,l':.ere it is i~eicao:ed t!'!at i: 
1982 $1.0 :illio: 0: :i~cinq is eso:~o:ee 
with ~ an:ual eharqe 0: $l~O,OOO, or 14~, 
~hile i~ 1983 $2 :illion :i:l~~ci~q at 
$270,000 at 13.5% is esti:ated. Thus, sta=: 
is =ecoc:endi~q esse~tial1y ~e sa:e ?er­
centage :or debt as it is :or e~ity, and 
d~t is cer~=.17 less risky t!:a.n equi -:y. 

-10 .. In co:-..sideri~q the rate 0: ret-.::n 0:1. co.::.mon 
e~ty, ~~e Co=:ission s=o~ld qive considera­
tion to ~~e :ollo~nq paso: ar.d cO:lti:uinq 
e::orts 0: Sou-:h ....... est: i t.s excelle:l:: record 
0: service as evi~er.cee ~y ~e laCk 0: ser­
vice co:plaints; i~s goals ~o s~stantial1y 
=ed~ce l=>Owe: cos-:s, • ..... a::e= costs, a:e eve: 
~!es cl:ive:.; i~ e:~usiastic s~ort 0: 
conse:vation in spite 0: ~e :estll~ 0: lowe: 
ea.-:i:qs~ i~ cost-cor~ciousness; its ~­
'Ole:.entation 0: er-er..sive e=olov~e tra:-rin~, 
=otivation classes, ~e cost:co;~ol ~roeeeu:es; 
its ~aqe:ent by objectives goals; and its 
ree.uction 0: s~a::: in 't!le past six years by. 
30 .. 

Upon cross-exanina::ion the ·""":'t.:less stated. :c.s belie: 

~~t ~ addition to co~iee=i:g ~e :i:.a:cial ~eees 0: a co~pa--y 
whe: dete~~inq a rate 0: re~~, consiee=atio~ s~oule also be 
qiven ~o overall :~~qe~e~t e::iciency ane :arket?lace considerations. 
Re ac~owlee~ee t~t So~~west ·NaS not ?lannj~q a:y e~ity o::eri:qs 
euri:.q the ~est periods b~t ~~at :one~eless a higher rate 0: re~ 
sho~le be ;r~tee to establish a recore, since investors look to 
a. COrtpa:lY' s hlsto::y :at:le: -:l:.an a:ly si::.gle yea: out 0: context .. 
In tlle . ..ri t:less I s opi::.ion, it is illo<;ical t=at Southwest has ~e:l 

:orced 'to ;0 o,-='t a.::.e. borrow :o:ey :or 20 years at 'high rates to 
pay :0: ~;s ~at sho~le ~ paid :or 0: a pay-as-you-go ~asis. 
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The witness also ac~ow!eeged ~at Southwest bas 
Sl,776,244 i~ =e~ed ear~~qs i~ a certificate 0: eeposit wr~ch 
represents the re~i~i:g proceeds from its last ~orro~.ngs which, 
althoug~ available ~ow for ~t~al =i:anci~q ?~~oses, ~~ll ~ 

cOllSu::I.ed by 19S2-:i~83,._.~nd .t!;~t the· company will neee y~t _,,"nothet: .. 
$2.0 ~llion_ He also ac~owleCged that the 1.7 i~te:est coverage 
shown ~ sta:f's Table a of E~it S ·HaS an after-tax coverage 
which woule indicate tha~ the actual be:ore-~~ covera~e .~ con­
siderably highe=.. Be also acknowleegee that if Southwest ea.."":led 
a full 13.5% retu.~ on e~ity, it wo~le exceed ~e t~~es i~te=est 
coverage :equire~e~ts of its indenture. 

Staff's eviee::ce on cost 0: capital and rate of rett:...~ 

was int=od:t:ced ~"-ou;-=. the -:est:L::lo:lY a!'le re:;>ort 0: ze ........ ..n Qua:l_ Gis 

testi::1ony anc. repo=t are stl.."'t'.:::la:'izeC. as follows: 

1. Sta:f 7oe1ieves a reaso~able rate 0: rettt-~ 
is 9fli thin ~e ra:ge 0: !1.49% a.:'!c. 11 .. 73% :or 
test vea: 1981. ~s ~~ates to an ea--nincs 
allowance r~~qe 0: 13.50% to 14.00% on co~on 
equity. 'rhe rate of retu.--n. should be adjusted 
in 1982 a:e 1983 to ree~i:e ~e ~~act 0: 
fin~cia! at~ritio~ anc. still allow So~thwest 
the ot)'OOttu::":' ~v to ear~ :oet:-,...een 13.50% to 
14.00%· 0:1 co=on e<;:"..!ity "'::'rouqhout 'the test 
period. Cor=eSl=loec.i:lg rates of return or. 
rate ~ase are 11.S~ to 11.3l% for 1991 and 
11_i2~ to 11.96% for 1983. 

2. Staf:'s reco:aendation is ~ased. on an esti:ate 
0: Sou~west's average capital st--ucture for 
~e test period. ·,...h.ich. is c.e:ivee ::0::1. a:::. a:lalysis 
0: the ~~i:l.."'li!l<; and e.::.d 0 -: yea: capi -:3.1 s ~-uc­
tures :0= 1981, 1982, ~e 1983. The related 
cost rates for the respective cocponents of 
t!:e capital st--uc:ture are based on an average 
0: the esti=tated beqi~i:1g a:.c. end 0: year 
rates for eac~ year. 
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3. ':'!le di::ere::.ces :'et',.,een st.a::' s p=ojec-:ec. 
ea:oital st:"..:ct'..:re a::.c. rela~ee costs a::.e. 
~ose 0: So~t.h~es~ =es~lt. froe s~a::'s 
~se 0: :ore =eeen~ ~o~~ion ~d di:­
:erent ass~tio~s related t.o ~~e es~teC 
additio=s to· retained ea:--ings :or 19S1, 
1982, ~d 1953. ~e di::erences in the 
cost. factors 0: -:1le capi tal st--utt~e 
result :=o~ di::erences ~~ ~~e es~~tee 
costs associated ·Hith :u~~e debt issues 
ane. staff's ~se 0: averaqe-yea: c~sts, 
whereas Sou~west ~s ~see year-end costs. 

4. ~e ~se 0: an average ca~ital st--uc~e 
a:d related ave=a~e cost is co~is-:ent 
'Wi -:::. the rec~t.ion 0: :ina:'lcial at~i­
tion in that it :ore acc~ately =e:lec~ 
Sou~west's ac~..:a: capital costs d~inq 
the vea=s ~':.a:l does a vear-end st:".:tC":':l:e 
a.!ld relate.:. vear-er:.d ca:'!ji tal costs .. ' ?:'ior 
to t.he CoCI:lission poJ.i~J 0: setti:~ =ates 
S¢ ~~~t :ajor water ~ti:ities co~le go at 
least t;r.ee yea:s ·Ni~~o~~ general ra~e 
relief, rate 0: ret~-n =eco~endatio~ 
were ~asee on capi~l ra~ios a:d capital 
costs develo~ for '~e end 0: ~e test 
vear. Tbis a"!j'Oroad:. ·....as i:See in ":!'le ree~­
nitior.. ~t ra~es · .... o'C!ld re::ain in effect 
=or sooe period beyone ~~e tes~ year. 
P~wever, wi~ rate i~c=eases now bei~~ 
filed ot!. a t::.ree-ye<l: cycle , rates re:o.ai::. 
in e::ect only euring ~~at t~-ee-yea: 
perioe. ~e esc 0: ~~ average ca?ital 
s~~c~~=e ane relatee average-year capita! 
costs is the ~os~ ace-~ate ~e~o~ to 
recog--ize ~e capital costs associatee 
wit.!:. t:'le period =ates a:e in e::::eet .. 

-14-
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5. I~ addition to the conside=a~~on given 
to Sou~wes~ts average capi~al s~eture 
and average cap::' 't.3.1 costs, sta:: also 
consideree Southwest·s :orecas~ed :i~an­
cinq neees :or 1981 ~O~~~ 1983; its 
ability to attract ca?i~l; ~d its ~ast 
e~gs per=o~ance and :i~a:cial history 
i:l arriving' a t t..~e =ccoI:U:ler..dee. rate 0: 
retur:l. 

6. S~af=·~ fu.-ther ~~ided i~ the rate of 
return on equity recomcencation ~l the 
folloWing standards develo~ee in prior 
Com:c.ission al'ld j -cdicial proeeee.ings: 

a. ~e re-:u--::. to the ec;;ui"=Y h.olders 
should be coc:ens~ate ·Hith retu.-ns 
on i:ves~ents in o~er er..terprises 
ha~q s~la: risks. 

~. T~e ret~~ should ~ su::icient 
to enable ~e utilitv to attract 
ca~ital at reasocaole rates and 
to-e~ure con:icence in ~e util­
ity's :i::.aneial inteqri -:y. 

c. The retur=. should balance the 
interests 0: ';ooth. ~e investors 
a."'lc' :a tepayers • 

7. Data =elatinq to SOut~estfs co~on stock 
~ok val\!e, di vie-ends, a::.d. ea...-ninqs :"0: the 
years 1975 ~ouqh 1980, S~O',r ~k value 
increased a~oroxi~atelv $2.3 ~illion and 
earni:~s available :or·coc:on totaled 
a~~rox~atelv $3.8 ~llion 0: w~ch Sl.l 
~lilion ·N.aS paid out i~ divide:Cs. Ea.~ings 
per share show i:c:eases :0: all years 
except 1977, and ~e a:n~a! dividends per 
s~are show steady yearly i:c:eases. 
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s. Thc purposc for ~he =~~¢ of retu~ =~ngc 
in this proceeei~g is to =cco~izc ~he 
!;,.ct that rate of return reco~~endation$ 
;,.re not ~ea$~=es of preci$c ~ccur~cy $incc 
there is no scientific ~cthod to ~akin~ such 
detcr~na~ion. For this reaCO:l the ~idpvint 
within the 13.50% to 14.00% range a~ 13.75%, 
which translates into a r~te of return of 
11.61% for 1981, 11.69% for 1982, ana 11.34% 
for 19~3, ic concidcrce rc~conable. 

9. Consideration was given ~o the question of 
earning vol~tility ~~t ~o specific adjust­
~cnt was ~;,.dc to increase the return on 

Discussion 

e~ity because of the volatility p=oblc~ 
since it is alreaey considered within the 
range rcco~cnded in this proceeeing. Even 
though the cost of current de~t during the 
test ye~c is csti:~tcd to be l~% ~o= chort­
te~ debt and 13.5% for long-tc~ debt, cq~ity 
is a ~orc risky invcs~~ent, and one cannot 
just look at the different classes of invest­
~ent or for~s of financing that ~ co~pany docs 
without looking into its capi~~l rcquire~cnts_ 
Loo~ing at the three-ye~ projected ca?ital 
re~i=~~¢nts =0= Southwest ~~e i~s ~~ticip~tee 
sources of =i~a~cinq for ~hese p~r~icular 
C "'~'; t"" .... "'I""t!.; ......... """"....... So·· ...... •• .... .,.- ' ............ ,.. .. c .. t '-";'::t-- 4.1-_ "V'"j. ___ 'iP""'''''' •• ¥''-I, .......... t/If""'w ..... ~ ::'-~""" •• 

position coes ~ot tr~~slatc i~to large vol~~cs 
of exter~al fin~nci~g si~il~= to other C~li­
fornia utili tics ::;ince ~O$t of South'~:e::;t':; 
c~pit~l re~~i=c~cntc c~n ~c h~~dlcd through 
intcrn~l finanein~ -..ri th ?c=h<lp$ only 10% to 
20% of its ca~it<ll rceuirc~cnts eerived . ... 
th~o~gh cx~crn~! =i~~~ei~g_ 

R~tc of rctu:n is ~n expression of the capital costs of 

a utility - the cost of debt, prcferred stock, anc co~~on equity. 
Although so~c ass~ption ~us~ be ~~dc regarding dc~t an~ prcferree 

stock costs associated with. future years, th~ dcte~in~tion of 

these costs is relatively str~ightfo~~~rd, while the cost of co~~on 

equity is ~~e a=e~ least s~sccpti~lc to aceu=~tc c~lc~lation ~nd 
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~O$~ susceptible to con~ove=sial di:fe=e~ces of o?~on. ~e cost 

0: COJ:U:lon ec;:uity' is deter."':i::.ee. a:ter a::. a:lalysis of the- risk, ~~ 

bus:.ness and :i:lancia!, associated • ..,.:,~ a pa.r-"":'c:la.: ~tility a:.<!, 

as S'l:O, is base<! la:qely on in:o=ed ju<!c;-...ent. 

In s~port 0:: its recr .. est :0:: a 1,6% ::etu..-::. on ec::aity, 

Sout~est's witness Seffer :ocused pri=a:i1y on vario~s rates 0: 
ret-.l.--:l on e<::Ui -:y (~:. t 6) and ;:'ow ~ey will a:fec~ the cash 
:low 0: Southwest dci:lg ot!le test yea: a:.d 0:1 va:ious pros:a::.s 
Sout.~west ~ unde=t~~e::. whi~ the Co==ission has cited in past 
decisio~ ~o j~sti:y ~iqhe:: rates of retu--::.. ~ addition, e=?~is 

is ~laced pa:ticula:ly on ~e dissenting o?i::.:'on of ~e CoCQission's 
.; ... ... - Sa.~ .rose ~'Tate:: ·,.To:-ks, D.92719 (Feb~..:ar.{ IS, 1981) • 

~t dissent critically ~~~i::.es staff's ~et:oeo1~ :0: dete~';~~:q 
rate 0: ::etu--:l, dt::'i::.g e--==ent -=st3J:Jle :larket con<:!itio:lS, ~ecat:se 

they are no'!: re~onsive to :l..:ctuat!nq ~qes ~at increase ~e cost 

of capi~l to t:tilities. 
,'inule staff's :let:::.odology :ay have been critici:ed in 

~ha~ dissenting opi:ion, we have not ~ee: presented wi~ su:~ici~t 
evidence or con-:=asti::.q :l.e~oeolo<;y sl:pportinq ee adoption 0: a 
rate 0: retu-'"":'! 0: 1.5% Or! co=on. e~ty' as =eq;.:estee ~y Southwest .. 

Sout!lwest f s sttppor-t :or a 16% =et~~ 0::' e~i '=Y is not 1=>asee on. 3..00:y 

eetailee a:lalys:'s as '113.S p=ovic!ed '!:)y sta== i::. s"J:P?Ort 0= its 

:eco~eneatio~. ~or eoes So~~west's ~~S~t 6 =e!lect the Sl.i7 
::il1ion in ::-eta1:J.e<! ea--::.i:qs ·,olb.icb. ca.."l ;,e -.:.sec! i:. lieu 0: ti':.e 

e."Cte=:la! :::':l3.:.c:'nq co::.te:platec. by SO\l"t....,,~..,es't c!r.:=i::.q t:oe test pe=iod. 
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ill i -=s re'tU...-n on. equi":y. It proviees a qoed. :!.evel 0: se:.rice to 
i~ custo:ers a:d has ac~~ve conse--vation a:d cost-cor~cious proqraQS. 
~-1e are a!so awa:e that si;:li:ica:lt chanqes i:l t.":.e capital :arke-:s 
have s~st~tial1y increasee ~e cost 0: ca~ital :or ~tilities i: 
recent years ane that O~ recent decisio:s on =ate 0: re~ __ ~ :ay 

10 

~ot Cave acequately reflected =a=ket condi~ons. ?or ~ese reaso:s 
we eee~ it reasona=le to au~ori%e a rate 0: ret~-n on co~on ~~~ .. .. 
0: 14.00% whic~ is at the to? 0: sta=::'s recoc:end.ed. r~qe_ ~s 
will ?rovide a !:>ala::.ci::.q 0: -:!=.e co:s=er i:.terest or-e -:he 1:>ene:i ts 

acc~~inq to Sou~west's i~estors, allow :0: ~e servic~q 0: 
Southwest's ::ixee. cl:a:'c;es, and provic!e i t ~..ri t..":. s'C.::icient ea...-::.i::.qs 
to :eet its ~een~re re~i:ecents and :i~~~cing needs over ~e 
test perioe. 

Ba.se<! on t!le record in t!:.is proceeei::.q, 'lIe :i:.cI a rett::::. 
on co:con e~~i~ 0= 14.00% is =easonable to yield rates 0: =e~~ 
0: 11.73%., ll.81%, and. ll.96% :or test yea:s 19S1, 1.982, and 1983, 
respectively, developed as follows= 
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Table Z 

Ado;etec! ~te of Reetrr:':. 

SOonoo::sr SOB~'i WA:'::::R. 

: .. Capitali:&~ : : Weighted. :-.. 
: CoffiP?nent : 'Ratios : ~s't Colt ~ . 
Average Year 1981 

Long-Ze:m Debe 48.2S1. 9.877. 4.75: 
Preferred. Stock 3.25 5.43 .18 
Coamon ~'ty 48.50 14.00 6.7~ 

l'otal 100.00~ 1l.73~ 

Average. Year 1982 
Lotlg-l"erm Debt 48.25-:; 10.0S: 4.8S~ 
Preferred Stock 3.25 5.30 .17 
Common !q;u:i ty 48.50 14 ... 00 6.79 

To'tal lOO.OO~ 11.81~ -Average 'tear 1983 
Long-Tem :>ebt 48.2S"t lO.3n. S.OO't 
Pref ened Stock 3.25 5.30 .17 
Common Ectui ty 48.50 14.00 6.79 

Xotal 100.001- 11.961. 

Results 0: Oo~~ations 
Table l ~o~pares the sL~Cary 0: earni~qs est~~es of 

Sou~west ane sta:: :0: esti:atee yea=s 1981 an~ 1982 at present 
and. propose<! rates, toqet:.er wit!l t::'e aCtopted s"O::I:la:y 0: ea..-n';"'qs. 

At ~e hear~;, Sou~westrs ·Ni~ess Rar.eall testi!iee 
~t alt~ocg~ he =o~e soce ~nor iteQS in sta:='s est~tes 
troUblesoce, s~~:'s ove=a11 re~lts were accept~le to Southwest. 
He also stipulated. ~at s~~='s d.o~~d. revision 0: use per 
custo::ter ::om 214.2 Cc: to 2l2.1 Cc: for -:he t:ee-yea: test 
perioe was acceptable i=. ter:lS of -:!lis :ate case.. For the 
?~ses 0: t~~s p:oceeeinq we w~ll aco~t S~:~~S es~i=ates o~ 
results 0:: ope:a~~o::s :::0: tes-= ~ .. ears 1981, 1982, a=.d 1983, ad.jus~ed 
to re:::1ec-= ~e revised stip~lated. use ~r custo:er si~ce ~e7 were 
~ased on ~o=e :eeen-= i~o~tion. 
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The authorized rates ~ll i~crease ~ual revenues ~ 

S572 ,000, or 22.1%, for test yea: 1981, plus a."'l add.itiona1 increase 
of 5138,300, or 4.4%, for test yea: 1982. 
A.ttrit:'on 

Operational att:'ition is eefi:led as a decline in the rate 
o£ return in the years following the test year caused ~y increases in 
expenses and. =ate base whi~ are not offset by increases in prod~c-'. ' 

tivity and/or revenue. Financial attrition, for ratemakinq purposes, 

is the change in a utility's cost of long-te~ eebt due to the 

issuance or retirel:lent of senio: seC'C.rities. '!"!lis can be esti:atee 
for ~e year following the test year from ~e utility's projections 
o~ future financing. ~ this proceeding staff reco:2ends an allow­

ance for ~th fi:lancial and operational atei tion. In :particular,. 

staff recoI:U:lene.s that the rate 0: retu:'n ~ ac.justee in 1982 ane 1983 

to rec~ze the ~paet of financial att=ition and to allow Southwest 

a reasonable opportucity to earn a rate of retu--n -~thin the recomQended 
range of 13.50% anc. 1~.00%. Since • .... e -..rill adopt a rate of ret".:r.:l of 
14.00% on coaaon e~~ity in those years, the correspond.ing rates 0: 
retu--n on rate base are 11.81% for 1982 a=d 11.96% for 19S3. 

S~a:f also recocmenc.s step rates for t~e year 1983 ~asecl o~ 
an a:lalysis 0: the operational attrition in rate 0,: retU%":'!. ~tween the 

yea:s 1981 ~"'le 1982. Staff's est~ated rates o~ return at present 
rates indicate an operational attrition of 0.i9% =e~ .... een ~~e yea:s 
1981 and 1982. Between 1982 ~d 1983 staff est~ates fi~eial attri­

tion on ~~e re~~-n on rate ~ase ·~th no c~a:qein capital s~~ct~e 
will result in slippage 0: 0.15%. ~~s, a 0.94% attrition allowance 

would provide a: a?pro~tei:lc:ease in ;=oss reven~es for 19$3 of 
S96,200, or 2.9%, ~ased on staf:'s 1982 est~atee rate ~ase. 

recom=e:ded by staff_ South~est ~~11 ~e =e~~ired to file an advice • 
letter wit~ supporting work papers on or after ~ove:ber lS, 1981 and 

Nove~e= 15, 1982 to j~stify ~e step rate increases for the yea:s 
1982 and 1983, respectively. 
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T.a.ble 3 
SOt.J'I'R1o/'ES SO'Bt.mBA..': ~ - LA. ~ DIS1'lUC:t' 

Es'tim&ted Results of Ooerations 
!est tear bar 

(Page 1) 

: .. .. Au1:horlzed .. .. .. . 
.. : P'resent Rates .. Rates : .. .. 
: .. .. ~ : Adopted : . ~opt.ecl . .. .. .. 
. Item : Uti1i:!;Z : S~af. : Results Results .. 
.. .. .. 

(Doll"' in '!housat)dsJ 

Ope%'a.ti~ Revenues $2,483.9 .$Z~591.7 $2,591.7 $3,163.7 

Ooerati!!! E!,2en.ses 
Operation. & Ma:Lnten.mee l,466.6 1,516.9 1,SI6.9 1.519.0 
Adm1m.strative & General 539.2 496..1 496.1. 504.6 
Depreciation !.x;:lense 206.4 217.8 217.8 217.8 
Taxes-Other Than- I:1eome 

. 100.l 99.1 99.1 99.1 
State Corp. Franchise '.tax -4.7 2.2 Z.Z 56.1 
Federal Income TAXes -51.0 -20.6 -20.6 212.8 

'.tot. Oper. Exp. 2,.256.5 2,311.5 2,311.5 2,.609.4 

Net Os>er&1:il'lg Rev. Mj. 227.3 280.2 280.2 554.3 

Rate Base. 4,342.0 4,725 .. 3 4,725.3 4,725.3 

Rate of 1(eturn S.23't 5.93"4 5.931. 11.731. 

1I Adjusted due to stipulated est1:l1a.ted eu.stocer usage of 212.1 Cd. 
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· · 
: 
· · : Item 

'table 3 

~ SO'BUIGA..~ WAXIR .. I.A. ~ DISnUCT 

Estima:ted Resul 'e5 of .9.Ps..!.tions 
!es't Iear 1982 

. . 

(Page 2) 

: P~esent Rates 
: : : Adop-ted. 
: Utility : Staff : Results 

<Dollars in ThouSatlds) 

. . 
: 
: 
: 

AuQorl.zed 
Rates 

Ac:iop'ted 
~ffllts 

Operating Revenues 

Oa$ratinp;. E?ffienses 
~a1:1on 6r .Ma:Lntenanee 
Adm:tn1 stra:d. ve (. General 
Depredation Expense 

~~486.8 $2~619.2 $2,.619.2 $3~302.0 

T a.xes .. Cthc 1'h.an Income 
Sea.te Corp. Franchise Tax 
Federal Income Taxes 

1:01:. Oper .. Ext'. 

Net Operat:ing Rev. Adj. 

R.a:t.e B.a.se 

Rate of Ret'W:'n 

1,491.6, 
600.7 
213.0 
105.0 
-l6.1 

:.10t.6 

2,292.6 
194.2 

4,547.8 
4.2n 

-22-

l,556.5 
548.0 
222.3 
104.8 
-6.2 

-58.1 

2~367.;3 

251.9 
4,903.0 

5 .. 14%. 

1,556.5 
548.0 
222.3 
104.8 
-6 .. 2 

-58.1 
2,.357.3 

251.9 
4,903.0 

5.14"1 

• 

1,559.0 
558.1 
222.3 
104.8 
58.1 

220.6 

2,722 .. 9 

579.1 
4,903.0 

11.81~ 

· -· · · --.. 
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R3te Desig:: 

As inc.icate<i earlier, S<>uthwest proposes to increase its 

revenues ~ i~creas~g only the service c.~qe compo:er.t 0= its 

rates while its comcoCity use rates recain the sace as at present. 
In support 0: this proposed rate desiq:l proposal, Southwest.s 
witness Ranc.all testified. as follows: 

1. In all era d:arinq which ";here has beer. a 
great c.eal 0: disc:ussio: tlrgi::.g t.~-: 
cocmodity costs for utilities be brought 
up fro: ~ average cost to so=et~i~q 
a~o=oac~~~q ~e i:cr~e:tal cost of 
funushi:l.g such -::t:'1i ty se:vice, s<>ut'!:.­
west's present rate eesi~ is already 
in excess of its hig~est ir.c=e~ental 
cost of ac.e:. tional 'I'1ate= s't..,,;)ply. Thus, 
Southwest's rate design s~-uct-~e is 
already u~al~ced a:c. has ~en for a 
n~r 0: years. 

2. Southwest's coc:odity cost is currently 
38 cents per Cc:, while its average 
voli:me-related cost is al:ost 21 ceI:.ts 
per Ccf - a differential of 17 cen't5. 

3. Southwes": r s hiq'!:.est cost i=l?o=tee ·,..ra":er, 
taken as a las": source, is only 31 cer..-:S 
?er Ccf, i~c!~c.i:g ~e cos": 0: power - a 
di==ere:ltial 0: 7 ce::.:ts.. Si:lce So'Ut..~wes": 
goes to other less expensive sources of 
·~te= ~fore pu:chasi:q i":s :ost expen­
sive water, ~e differential gets 
~rogressivelv greater. ~s dis~ari~ 
is ~t!'! 'U::.:alr to ~e c:::s'tocer a..;c. to­
Sou~·H'est because i~ t!:le c-::sto::.er has 
":0 'USe 100 Cef, he has 'to pay 38 ee:l't.$ 
while it costs Sout=H'est ~ avera~e 0: 
onlv 20.9 c:e:l'ts (fro: ~i-:. 4). Con­
versely, i: ~~e c~s'tor:er cec=eases 
eo:s~p'tio~ by 100 Ccf, ~e ~~s":o::.er 
saves 38 ce::.ts, • .... hile So't:t!lwest t s costs 
are :Cc.uced only an average 0: 20.9 ee~ts, 
a resul't which is ~!ai= 'to Sou-t!:.west. 
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4. Uneer present rates, reven~e is about 
46.6% :=o~ t~e serviee cha:ge and 53.4% 
:ro: ~e eo=oC!i -:y e=:.ar;e.. ·~t proposed 
rates, ~si~~ :i~es :=0: sta:!'s t~les, 
Sout.~west would be de=i~~q SS% 0: its 
operatinq i~co~e ~o~g~ service cha:qes 
ane only 4l.9'% :=oc the "'l'ari~le 0= cO::t­
x:odi ty C:..ar~e.. Sowever, if So'Ut."lwest were 
to separate its operati=.g ex:e>e~es, de-. 
p=eeiation, taxes, a~d ret-.. ~, to ~e 
fixed ~c! vari~le cocponentz 0: .its =~tes, 
it would show 70.~ 0: its cost 0: service 
to ~ !ixed and 29.3~ 0: i~ cost 0: ser­
vice to ~e va:ia=le.. ~':S, eve::. under ~e 
proposed i::.crease in se:vice c:arge, So'U~­
~ ..... est is still fa: :ro: hav:':'g ~~e ::.xee 
ch~rqe cover its :ixee cost al~o'Ugh it 
would ~ ~~ i=prove::tent over Southwest's 
?resen~ si~a~or.. 

S.. Sou~1est =-elieves its ~~lr.::.:cee rate 
eesig: is a f~d~ental ca~se 0: its high 
ea.~i~gs volatili:Y. Because So'U~west's 
custo~a=y water ~age a:o~ts ~ve ~een 
widely fluctuating :ro::t one year to another 
and its =evenUes have been so de~ndent ~on 
the comz:todi ty co~onen t, it has hee!'l. ex- W 

trecely ei==ieult to =i~~e out what its 
ea...-nings are going to be, a::.d in :::a.."l.y cases 
in the -oast it has been far ~low w!l.a:: it 
should have been. 

6. As a result 0': this rate s~et::re, if 
eonsucption is lower ~an esti:atee, it 
·..rill result i~ a ~allO':= i~ ea=:i:gs ~o a 
~~eh ~eater eeg:ee ~ the =ee~ction i~ 
con.s=ption. 3y t:!le Sa::le toke:, if con­
s~tio~ is far above ~e esti:ates, the 
effect on ea--ninqs will be ~arkeely ~gher. 
It exace=~ates the chanqe j~st d~e to 
changes in weat:J.er "::rf beinq :::tore ~alaneed. 
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It is Sout!r~les~' s 1:Ias:'c pesi tio::. tha-: i ts ~ala::.cee 
=a-:e str.:ct~e s7:lo~::'c. not be ~de eve:l :tore ~alanceC. :!:ly i.."'lcreasinq 
~~e co~oeitv cost ane :urther :':lcreas~c the s~read between in-. ~ ~ 

e=emental cost: and. t.."'le co=odi~ rate. Soc~':.~"est :;elieves the 
:ai:es-: si~ation for hotn cus~o~er and co:pany ;s wnen ~e 
C'l!s'tor:l.e::' pays his proportion 0: the fixed cost and hispropor-
tion 0: the cOc:l.odi ty cost. "0 

Staff believes that Southwest's proposa::' :'s contrary ~o 
the CoCQissio::.'s policy of ~stitut~q use-se~itive utility rates 
in an e::fort to increase conservation 0: ::.a-=ral =esources. :0 ..... -

ever, in t::.e o1=>i - ;,on 0: Sou~· ..... est' s -.vi'tness Ra:leall, ~e adcii::.q 
0: an increase to a service cllargoe ra t=.er ean to the cO:l:1odi ty 

~arqe -~::'l not have any effect 0::' t7:le customer's awareness 0: 
~~e necessity for conservatio:l. Re stated his belie: ~~at it 
would take at least a coU:Oli:lq of -:he COr:u:lO<!i'ty rate :!:le:ore tlle 
custo~er would find it coneucive to reciuce ~s cons~tion. ~e 

wi~ess believes ~"'lat the :05-: e::ec-:ive ~e~~ 0: encou:ag4~q 

co~ervatio:l is t~:ouqh eeucat:'on a:lc. ?~licity. 
Staff reco:cenc.s tr4t ~y increase in rates shouldobe 

allocated e~~ally be~ .... een the se:vice charge a::.c. ~ar.tity c~ge 
co~ponents ~o ~:'ntain the presen~ ratios 0: tnose ~ .... o cocpo:ents 
to the total revenues :0: qene:al :etered se=v~ce CSchee~le ~I-l)_ 
Staff =ur~her recoa:e:es that present :a~e SC:ee~!es 4 and ~ s~o~ld 

be ~ul~iplied 1:Iy ~e au~ori=ecl pe=centa~e increase in revenues to 
eete~ine ~e au~o=i=ed rates. Sta:f a:so recocmends tnat the 
current fire protect~on s~c~A:ges on Scheeule LY.-l Should ~e 
=oleed into the service charge c0=?Onent on a :onthly per :eter 
'basis and t!=.at t!=.e se=v lce cha::-s-es :0= tb.e 3/4-~ch, l-i::ch, a::.c. 
l~-inc~ :eters $houle:!:le =o~deci to the ~earest 10 CC:lts whi!e 
those ::or ::tete=s larger -:han l~-inch. s~ol:ld :!:le rOu:ldee to -:.he 
nearest dollar. 
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While we have in t.""le past generally aco?ted a policy of. 
authorizing use-sensitive' rates in general rate proceeciings as a 
means of sti~ulatin9 conservation, we are also ~i~dful that 
strict adherence to such policy can contribute to greater earnings. 
volatility. 

We do not share SOu~west's opinion that it would r~ire 
a doub~ 0: the per unit commodity charge before it would have any 
conservation effect on cus~omer usage. 

We note from Southwest's presentation that at present 
rates about 46~ of the reverlues resu:'t from the service charge anc 
54% from the commodity c~arS'e. Apportio~~ent of the increase 
authorized herein equally between service charge and commodity rate 
as recoIn.."nended by the staff will ::taintain ~"lis approximate re!ation­
ship. We believe this percentage to be reasonable and therefore 
will acopt the staff's reco~~ended rate design. 
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~e staff recocce:datio=s ~~a~ ~resent rates i: .. 
Schedules 4 and 4A should ~e ~ulti?!ied ~y the authori:ee 

percentage increase i: revenues to dete~i:e the a~~ori:ed 

rates, and ~t the se:vice char~es =0= SGhed~le ~V.-l for the 
3/4-inch., l-i:lch., a!ld 1>1-in6 :.eters ~e ro~C.ee to the ::.earest 
10 cents and larqer :eters ~e rounded ~o the :earest dollar have 

not been contested anc. are adopted. 
The ac~ulated increase in revenues authorized sinee 

Janua..""'Y 1, 1976 has excee<!ee 25%. Therefore, t!le service cha:ge 

for 'the 5/8- x 3/4-i::cll :1eter a:ld tb.e c;:ua:.tity c~;e for the 

first blodc., 0-300 cQic feet, can :::,e i:lcreased the sa:e pe=­
cen~age a:o~t as the se=vice Charges :0: ~~e other ~ete= sizes 
a:ld t.."":.e secon.d quan'tity block, over 300 ~ie feet. 
O~~er Sta~= Recomme~dations 

The S~4=: report believes that when a 28.1% i:crease 
revenues is sought i:l 1931, it is 1.:.n.:'easonaJ:)le to i:crease the 

eha:qes for the ~allest size :eter, 5/8- x 3/4-i::.eh, by 72.8% 

..... --

'a..'le. t..'le other ::::tete:s by a:l averOlqe of 63%. ·,.;'e agree a:ld, i:-:.:>tead, 
will direct that ~e ~c=ease i:l se~lice charges be e~ally eis­
t=ibutee among all size :eters. 
Findi~as 0= Pact 

l. Southwest's ·cu,stoIler service, conse:vation proqratl, ~:n:mp 
e:-£icien~ "O::'I"V":::"am., a.'"ld -..rater C"":.ali ~~ a=e satisfacto:v. -J .. .....':7- _.. ... 

2. Southwest's La Y~rada District is in need 0= additional 
=eve~ues, but the p:oposed i:ereases 0: S697,300 (28.1%) :0: 1981, 
and additional i~creases 0:- S139,100 (5.6%) :0: ~~~2, ~~d 
52'2'0, 00'0", ,(8 ."8~). for 1983 are excessive. 
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3. Sou~~west stipulated to a water use per customer of 
212.1 Ccf for the cree-year test period. 

4. 

of staff 
5. 

SOuthwest stipulated to the operating eX?ense' esti~tes 
for the thr~e-year period. 
The proposed rates of return on rate base of 12.93% .. 13.08%, 

and 13.2~ for the respective test years 1981, 1982, and'1983 requested 
by SOut..~west to produce a 16.0% return on co=on ~uity are excessive .. 

6. The increases in rates and charges in Appendix A aut..~orizee 
by this decision are justified and are just ane reaso:'l.ao1e, and the 
present rates and charges, insofar as ~~ey differ from t..~ose prescribed, 
are for the future unjust and unreasonable. 

7. The fur~~er increases authorized in Appendix a should 
be appropriately modified in the event the rate of return on rate base, 
adjusted to reflect the rates then in effect and nor~l ratemaking 
adjustments for the 12 :nonths ended September 30, 1981 and/or 
September 30, 1982, exceeds the lower of (a) the rate of return found 
reasonable by the Commission for Southwest during the corresponding 
period in t.."le :nost recent rate decision or (0) 11. 73~ for 1981 and 
11.81~ for 1982. 

8. Rates of return of 11_73~, 11.81%, and 11.96%, respectively, 
on Southwest's rate base :0: 1981,1982, and 1983 are reasonaole. 
The related return on co~on equity each year is l'~. ~is will 
re~uire an increase of S572,000, or 22.07%, in a:-"''''l.ual revenues for 
1981; a further increase of S13S,300, or ~.~~, for 1982; and a further 
increase of S~6,200, or 2.9%, for 1983. 

9. The adopted rate design is reasonable. 
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10. The adopted cstimZltes, in l\pp~ndix C previously discu::;seo, 
of oper~ting rev~nues, op~r~ting expenses, ~nd r~te bZlse for tho test 
ye~rs 1981 ~nd 1982, and for the ye~r 1983, together with ~n annu~l 
.fixeCl rate of decline in r.:lte of return of 0.791. for 1983 due to 
oper'ational attri tion, plu$ 0.15% for financial attrition, reasonably 
indicate the results of Southwest's future operations. 

11. It is re~son~~le to ~clopt ~he :~te$ set forth in Appendix 
A. 
Conclusions of ~w 

1. The ~pplication s~oule ~e gr~nted to the extent provided 
by the :ollowinq oreer; the adopted rates ~re just, re~sonablc, ~nd 
nondiscr~~inatory. 

2. This oreer should be cf~ective o~ the date signed bcc~use 
- , 

there is ;),,"'1 i:.'tr.tcdi41te need for ~edi tiono.l revenues •. , 

I:JTERIlI. ORDER 

IT IS ORDERED that: 
1. After the effective eate o~ this order, ~pplicant, 

Southwest Subur~iln ~later (Sou~h,;"est), is ~\!t.horizcd ~o file for 
its La Mirada Dis~=ict the rcvisecl =~te schedules for 1931 sho'dn in 
Appendix A attached to this order. ~his filin~ shull cor.tply with 
General Oreer Series 9~. The effective eate of t~e rcvisec scheeules 
sh~ll ~e 4 d~ys ~fter the da~e of =ili~g. Th~ revizcd sch¢d~les 
shall ;lPl'ly o~ly to serv-icc rcndc!:'cd on nnd nftcr their e!fcctivc 

dOltC. 
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2. On or a:te: ~ov~r l5 r 1981 Southwest is authori:ee 
to file a:l advice 1et'ter, with a:E':E'ropria te ·..".o=k papers, requ;es-:inq 
the step ratei:.creases ~or 1982 sho'W'n i.=. Appendix A attac!led 'to 
~s order or to file a lesser increase which incl~des a uni:or: 
cents per 100 ~ic ~eet 0: water adjus~ent from Append~ A in 
~e eve~t that the La ~ada Dist:ict rate of re~ on rate ~e, 
adjusted to reflect the rates then in effect and no~l rate:aki:q 
adjuscen'ts :or t!le 12 :no~:th.s e:lded Septeo:ber 30, 1981, excee<is t..~e 

lower of (a) the rate of rett:.-:l fO'Qd reasona.b1.e ~y t!le C¢!:U':l.ission 
for Southwest c.urin;- ce correspond:"''''l;' perioe in the t!len :ost 
recent rate c.ecision or (~) 11.73%. This filing s1':aJ.1 cOl:lply with 

General Order Series 96. ~e recuested ste~ rates shall ~ reviewed 
~ ~ 

~,d approved ~y the Co:cission ~rior to ~eeo~:q effective. The 

e:fective date 0: ~e revised s~edu1es shal1'~ no earlier than 

Janua.~ 1, 1982, or 30 days after the fi1i:q of ~e step rates, e wbi.e!lever is later. ~e revised schedules s!:.a11 apply only to 
service re:dered on ~d afte: their effective date. 

3. On or after ~ov~r 15, 1982 Sou~west is au~~orized to 
file ~ aevice letter. wie appropriate work papers, req:uesti:l;' 
the step ratei:lcreases for 1983 s~own i~ Appen~~ ~ atta~ed to 
tbis order or to file a lesser i~crease whiCh i:lcludes a ~:o~ 
cents per 100 ~ic :eet of -,.;ater ac..j\lst::1.en~ :ro::l Appe~dix A. in 
~~e event :hat ~e La )nrada District rate of :e~-n O:l rate =ase, 

adjusted to re:lect the rates t=.en in ef::ec't. and nor=al ratemaki=.c; 
ad.jus't::I.er.ts ::0: the 12 ::lont"ls ended Se:?tem.ber 30 r 1982, exeeees. 
the lower 0: (a) the rate 0:: ret".l..-n fo-..:.ne :reason~le ~y ~e Com­

mission for So~t.~west c.uri:g the co==espo:ldi~C; periQQ in"the ~en 
most recent rate decision or (b) 11.81%. ~s filing shall co~p1y 
with General Order Series 96. T~e re~~ested step rates shall ~ 
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reviewec. ~~d approved by the Co~ission p:ior ~o becooinq e::ective. 
'!'he e::eC'tive da::e 0: the :evised schec:c.!es sha!l be ::'0' earlier t!:!.an 

Janua.-y !, 1983, or 30 days a:te: ~~e :i1:":q of ~~e ste? rates, 
• .... hieheve= is la te=. ~e :evisec. sehed':lles sball apply ot:.ly to' 

service :enderec. 0::' ~d a:ter ~ei: e::ective date. 
4. A.s part 0: the filing :0: ce next general :atei::.c:ease 

:or its La Mirada District, SOuth· .... est shall s;;:Or:ti t a report shoW"'..ng' 

~t-e~~:~::::s~so::~::~::s::::~o~ p=ogra=s e!seussee. 
p ~ Datec. Sf? 1 5 1981 I at san Francisco, Califon:.ia. 

/.5:~k~A~~~ 

75J;1t;:;/[? 
• ~ if!~, 



SOuta"WES: SUBTJR:BA..'V .~~ 

Sche<:h:J.~ No. I,.\{-l 

Portions or tbe ci-=ies or La !-tL."""S.da,. !;or.l8.lk,. Cer:-itos" :Buena. Pe:k" a.::.d 
V1ca1t"J'., Los A:cgeles aJ:/i Oral:ge ~ies. 

Per Meter 
. Per Month· 

Serv1~ Cb8rg~: 

For 5/8 x 3/4-1nch meter. • .. • • • • ... $ 5.95· (I) 
For 3/4-inch =eter. • • • • • • .. • • .. • .. oo.. 8.10 ! 
For 1-1nCh meter. .. .. .. .. • • .. .. ... 10.90 I 
For l-1/2-1:ach :Deter. .. .. .. .. • • • .... 14.60 I' 

For 2-inch meter. .. • .. .. .. .. .. .. ... 20.00 
For 3-1nch meter.. • .. .. .. .. .. • .. • .... 3i .00 I 

For 4-1nch :neter. .. .. .. • .. • .. .. •• 50.00 j . 
For 6-:tJ:ch =eteroo .. • .. .. • .. 83.00 
For 8-inch :Deter. .. .. • • .. .. .. • 132.00 (I) 

'Qga.ntity Rate: 

For all vs.ter delivered :Per 100 cu. :t. 

F1rst 300 cubic· ~eet pe:- :n¢ntb ............ . 
C'v'er 300 cubic teet :per :I1Oll'tb,oo ..... .. 

'Xhe serv1:e c±a:ge 15 applicable to all ::eterecl serv1ce .. 
It is read.1:less-to-serve cl:a:'ge to • ... bicl: is ad.ded t:Ie 
clla.rge, computed a.t the ~t1ty Rate, tor vater used 
d~ tl:e lCOUth .. 



SO'O'l:E'~ sua~'V ''';~ 

Scl:eQlle No.4 

Applicable to all va:ter se~ ~ turmshed. to p:"i"ls:tely- ov::.ed ~ .. ~ 
~teet10n systems-

San Jose 
. '~"hitt1er La. ~-a.d.a 

For ea.cb. inch ot t!1ameter ot servi~ 
eom:leetion~ per month ....... . (I) 

SPC'...cIAL CCNDmONS 

1. ~e tire i1rotect1on se~ce a:d. eom:.eet:1.on si:all be of"'stalled. by 
the ut1l1ty or und.er the u--...il~:':Y's d.i..~e+...!.o~. Cost ~or tbe ~t1...-e t'1...-e 
llrotect10n 1:lstallat1on exclud.!:g ~ CO:::lect1on at ~ zin sl:a.ll be paid. 
tor by ~ &fJplicant. Such ~y.:e:t ~ ~ot be subject -:0 ret'i:l:.d.. 

-2-.-'l:be-~:o.;;e--01"··ma.i:Q:t-M n1 ~ ·~·~i"l.a.-:e-:.!:e-· ~o=;.ect.1o:..~.l.Ci.li-:'::.e~--,--­
on ~ 8.fJplicant t s pre:l1ses (1nclud!:.g tJ:e va:u1::.1' meter, a:cd backt'lov deVice) 
z~a"'-=- -be-,~~ ~~-~.r ~ ~hl!e~ •. - ' .. - - ~.~~ ---" -- -- .. -._- ·~_~H .... -~-~. -- ••• '- .. - ~ .. " 

__ 3.!._~ t'~~l~~i~_~i:~to~:r.. the ~~14~a:;~_sba-~ be thLso.le _.P'~:pe:::;y_ 
or tl:e appl1cant.. TJ:e ut:U1ty a:c.d its ~ autl:l.or1zed agents s~ be,,"re the 
right to 1ng:'ess to, ~ eg:oess ~ the J;lrem.ses -:or eJ.l pu..-:;>oses relat1ng 
to $.ii1d-!acj-'-:ri1e'-;.:'--"- -----------------.'-----'---:--~=---~" : 
-- ..11. __ ,~-~n1mum diameter tor fi~ -protection se:"V'1ce sball. be tour .. -_ ,. 

1::chesl" and tb,e :::axi--u:n d1e:eter s::a..u. be not :::ore -:::.a.n ~e dia:neter 0-: ~e 
:na1:l to .... b.1cl:. t~e se:v1ce is co::cected.. 

5. It a d1St..-1but1on ::l.8.1n ot ac.ec;:uate s1ze to se!'Ve s. ~ri.,ate tire 
,rotection system ill adc!i tion to all otber no::-:ne.l se:"'r!.~ d.oes not exist 
1n tb.e s't.~t or alley &C.jacent to t::e ~rem1ses to be served .. -:ben a. =ain 
extension ~om t::e :ea..~st ex1sti::.g ~t!.ofn or ad.eqcAte ca,acity sll8.ll be 
installed. by tl:le utility. :be cost or S'l:ch tl8.in extel:lsion att.'""1butable to 
the !1..~ protection ::e~ment shall 'be pa,id to tl:.e ut1l1ty a.s a coc.t...-1-
bution 1:: a.1d. 0-: construet!on. 



sot"ttW:::5'! S1J&lRSAN W~ 

ScbeCJle :;0. 4-

PRIVATE ?!?E PROTEC'l'ICN SERVICE 
(CoUUIlU~) 

SPECIAL COrmlTIONS (cont.) 

6 .. Serv1ce he~ is tor ~ve:te 't1.-e protection sys~ to 'W'b1ch 
no COmleCt!OllS 'tor other tl:latl. ~ ...... -e protection p~se:s a..oooe alloved s.nd. Vb1~ 
are regularly 1n$l'Jected. by the u:c!er..'riters ha-.r...:g j'C%'1sdiction. All 
!a.cillt1es a...-e to be 1:ast.e.llee. &CCo~ to tbe utu!::yrs *e1:1ce.t10r.s &nc. 
ma.1:l.ta1::led to tJ:.e ut1J.1ty's sat1s'taet10n. 'l:!le utility mAy re~""e tl:e 
1Dstallat1on 0'£ a "oaekno'W' pre"l'ent!.on c.ev1ee ~d. a. s"tandard. detector type 
meter apprQ'Ved 'by tJ:e I:ls1ranee Sel'V'!.ce otfiee tor :protee~oll aga1:lst tlle!'t, 
le~,. or waste 0: 'IoI8.ter. 

~ 

7.. !io s.truettlre sball be b'ull t over tb.e !1.""'e p:-otection service cd. 
tbe customer sha.ll :e!nta!:l 8!l.d sa.!"egua.rc. the area ocC'U'piec. by -:be serv'1ce 
t'rom ~e a::.d. otl:ler 7oA:e:dous eonc.1't:tons. ~ customer w1ll be responsible 
tor ~ da:Dage to ~e t:"-e ,ro'tect!.on service tacil!.ties .. 

8. Subject to ~e a.pproval 0: the u"t1l:t':"J, a::y cl:a:1ge in ~e location 
or construction or' t.be t'i.""'e :proteet:ton serrice a.s may be re~ested by ;n:cl!e 
authority or tbe customer v:Ul be ::ade by the ut!l1ty !'ollo~ payment to 
the ut1l1ty ot the enti...""e eost 0: such cbal::ge. 

9.. Ar.y ~t.hon=ec. uze 0: vater ~ougb. tJ:.e ~re protection se:-t1ee 
v1ll be c:hB.rged. tor at tbe applicable t.a.r1t: :1"'teS ru:d. -:r;ay be grou:::.ds tor 
tbe ut1l1t.y's d.!.scont1:lui:lg tire ~0t.ect10n sert1ce ·.ti~out lla.b1l1ty. 

10. 'nle 'l:;~:U!. ty sball be requ1.-ed. to su';JPly ocl.:r S\l,c:::ll vate:- at $U~ 
pressure a.s mAy be ava,1!a.ble !:::om t:i:=e to t:L:r.e as a. result 0: it$. normal 
operation 0: the system. 



APPENDIX A 
:?age 4 

SO'O'I'R'tlEST Su.Bt'RBA..~ jo/'~ 

Sclledlll.e ~. 4A 

FIRE KtD!Wt'T SERV!CE ON PRIVATE PROP~ 

A:ppJ.1cable to al.l ~ bydr&nt se~~ rendered. ~om tire b.yd-"'"8Jlts 
~=eeted to ~-o'lol'Ded ma1:ls on ;pnva.te. pro-pe:-ty. 

Per Month 
San Jose 
;.;'b1 tt1er La. Mirada 

4~ riser type fi...""e bydrant vit.h s1ngle ~~ outlet S3.03 $3-~2 (I) 

6" riser tn>e fire byd...""e.llt. Wit.h, ~teamer bead. 4.2'5 ,- 4.76 (I) 

6" standard t;ne fire ~dn.n.t 6.07 6.7l (I) 

SPECIAL CONDITIONS 

l. TIle t'1..""e ~drant V"'...ll be 1nstalled by the u-:'U1ty or under tJ:le 
utllityts di..""eetio:c. at the eost of'the Applicant. ~e cost -r..;lJ. not 
be subject to re!Und. . 

2. '!be!'1:e bydr&.ut shall "oe used '!or ~:L.""e !'1gO.t~ :p~s.es a.J:cl. 
fire d.r1lls o~. -,later uze tor !'i..""e <ir1lls -,.rill be l1m1ted to l5 :11nutes 
per veek. 

3· The re-pla.ee=ent", eDlargement", or relocation ot' at:;Y byd.rs.nt ::aad.e 
at the request ot tl:.e customer sl:lall be ~d !'or by the customer. 

4. All !'ac1l1t1es paid tor by tbe ap:pl1cant shall be tb.e ~ole 
property ot the a:p:pl1caut. 'tl:e util!ty atld. its duly Sl..~hor1zec. agents 
sll8l.l have the r1gb.ts to 1llgress to", a.ud. e~$s !':-om tbe premises !'or all. 
~ses relat1:g to sa1c. !'acU1t1es. 

5· '!be repa1r and. :na.1:ltell8.:c.ce o!' tlle byd.re.nts v1ll be the res:poZlSi­
b1l1 ty ot t~ a,-pl1eant. 



SCtJT!iliot"EST S'OBURBA.N .... ~ 
Schedule :10. 4A 

FIRE EYDRA."rr SERVICE ON PRIVATE ?RO~ 
C Con't1.nued.) 

6. A:rJ.y authorized use ot water V1ll Oe ebarged theretor u:cd.er tl:le 
CieneraJ. Metered. Service schedule ~or the ,e.rt1e1.llar ta.r1..~ area,. s:r.d/or 
may 'be gr'OWlds tor the ut1l.1ty to d1seont~e ~e service v.Lthout 11ab:U1ty 
to tl:le ut1l1ty. 

1 .- ~re shall. be no <::'OSs-cotlIlect1on 'bet-Jeer. ~e t!..'"'e J:yaant service 
~d a:rr::r other souree 0: supply- V1thO'U't the sped-~c: a-pprovaJ. ot ~ 'lttil1t".r. 
'J:ll1s spee1t:.c approval. .J1ll rectQ1re a.t the C\ls~r' s ex;pe::.:se l' a s-pee1s.l 
double check valve 1:l.S'te.llA t1oc. or other de~c:e aecepta.'ble to the ut!l1-;Y. 
A1rI such UllAuthori::ed cross-comlec:tioll ay 'be grou:c.ds tor !::media.te d.1s­
cOJlCect1on ot tl:.e t1-'"'e byd.ratl.t ser.r1ce "J1'tJ:out l1e.bU1ty to' tJ::e ut1lity .. 

8. The ut1l!ty sball "oe req:aired to supply- otlly suel:. vater a.t su~ 
pres,s"noe as ».y 'be ava!ls.ble !rom. ti!ne to time as a. result ot its no%':Zl&l 
operation ot the sys'tem. 



SO~ SWtlRBA..~ .;A,XER 

I.e. Mirada Tar'...ti' A.. -ea 

AOTHORIZED INCREASES IN RATES 

Each or tDe :toll~ increases. 1n :-a-:es. may be l'\."'t 1:lto et:ect on tl:.e 
1l:ld.1cated. date by tU1:lg & rate ~e vb1c:h a.dd.s tl:.e appro!,r1ate ~erease 
to tl:.e r&tes vb1ch vould. be 1n ettect on that date .. 

scm:Dm..z NO .. I..~-lt Ge1ler8.l Metered Serl'1ce 

~t1ty Ra:tes: 

First 300 c:u~ .. , per 100 cu.:rt.. .. .. sO.Oll' 
Over 300 cu.tt." per 100 cu.n. . .. . ... 0.01.3 

For 5/8 x 3/4-1llch meter • . · · .. .. .. · • $0.20 
Fo~ 3/4-1ncll meter .. .. · .. · . • · .. 0·30 
For 1-1llc:h meter .. .. · · .. .. . 0..40 
For l-!-:tnc:h meter .... · . · 0·50 
For 2-1llch meter • .. . .. · .. 1.00 
For 3-1J:eh meter • . · . . .. .. 1.00 
For 4-1neh meter .. .. · · · .. ... .. . 2.00 
For 6-:tncll mete:' ... .. ...... 3·00 
For 8-:tn<:h mete:' .. .. .. .. · ........ 4.00 

Rates: 

For eac::h 1:och or d.1ameter ot sern.ce 
cozmeC't1on" ~r month .. • • • • • .. .. .. .. SO..17 

Rates: 

4" r.1.ser type 'W'1tb s~e 2i'" outlet • • .. .. .. SO.14 
6rJ riser type Vitb steamer head. •••• 0..20 
6" standard type • • • • • • • • • • • • • •• 0.29 

Cum OF ~J:( 3) 

. SO .. Oll 
0 .. 017 

$0.11" 
0..20 
0·30 
O.Jto 

1.00 
1..00 
2.00 
4.00 

SO.J.2 

SO.10 
0.14 
0..20 
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SO~ SUB'IJRBA.."i WA.~ 
I& M1rada. Ta..."'"'i..~ kree. 

l'iet-to-Gross: 2.0870 

Federal Tax Rate: ~ 

St&te 'rax P.a.te: 9.~ (tor both teat. years) 

Loeal hanch1.ae 'rax Rate: 1.4~ 

Business License: 

Urleollect1'bl.es Ra.te: 0.3~ 

Xleetr1c: 
Soutbern ~orn1& Edison Compe.;y: 
Bates in EUeet on 7J3J.I~l 

ECA:BP': $0.04133 
1CBAF: -0.00121 
CI.MAC: O .. OOOQII. 
ECS: 0.00016 

Water Pumped (Ked') 
~ - "ells 
Water Eooated. (K~) 
kWh - Boosters 
'rotal. kt.'h 
'lota! Cost 
Coat/lt'Wh 

Test Years 



G&8: 

SC~ su:B'ORBAN WA!r!R 
La. Mi...--ad& '!.ar'...tt' Kre& 

Southern calUcrr.:l1a !d1son Co~ 
RAtea 1n E:r!ect on 713J./Sl 

ii&ter !iooated (Ked') 
Therma - :Booate:r'a 
Total C¢st 

Coat/~ 

Pttrehased V&'ter 
Celltral Basin 
~ty (&e:%'e-teet) 
Unit COst ($/aere-:toot) 
Total Cost 

Cal .. ~st1e 
Qua:rt1ty ( acre :teet) 
'On:tt Cost ($/ at::re-:toct.) 
'rotal. Cost 

stoc:k Assessed. (shares) 
Assessment ($/ s"rJJJ:re ) 
~crt&l. Coat 

. El:tt1tlement (acre-teet) 
Exeess (scre-teet) 
Aaaessmexxt ($/ at::re-!:oct:,) 
Total. Cost 

4,,260.8 4,,238.8-
18,,262 18,,033 
$6,,500 $6~400 

$0.35993 $0 .. 35490 

1,,297 1,,;86 
$ll.6.oo $ll6.00 

$:1.50,,400, $183,,900 

. 
2,832 

$36 .. 03: ' 
3"l.6l' 

$30.03 
$1.02,,000 $lJ3,900 

1,,564 1;962-
$3l..50 $3l..50 

$49,,300 $61,,800 

2,24.1 2,799' 
590' 362' 

$61..20 $61..20' 
$36 ... 100 $22~ 
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SOT:1mWEST stlBORBAN W'A!l!!R 
La. M1rada 'ta:rUr ~& 

Stoelt teased (sbares) 
UrJ:1t Cost ($/ shere ) 
'total Cost 

Inter-Distriet 
Quantity (~-teet) 
Um:t Ccst (*/a.cre~oot) 
'!ct&l., Cost 

Groundva:te:- Assessmetrts 
Central Ba.sin 

Well lToduet1o:c. (acre-teet) 
Assessment ($/ a.cre-toot) 
~ot.eJ. Coat 

Leased Water Rights (a.e:re-teet) 
tJnj:t Ccst 
'!otal. Cost 

?mon Taxes. 
~Pa:.yroll 
Expemsed pe:yroll. Taxes 

'rest Years 
m. 1i§ 

345 433 
$15·00' $JS.OO 
$5,200 $6,500 

21'882 2,024 
.$l02.80 $102...80 

$2'96,300 $208,.J.OO 

21' 720 
$16 .. 00 

31:010 
$:I.o.oo 

$43,.500 $4.8,.200 

492' 501 
$69.75- $69'.75 

$34,300' $35,300 

$456;400, $5l3,600 
$36,400- $40,300 



Pos'taJ:te: 

Pos't.age :Expense 

Ad Valorem Taxes: ($1,000) 

District.: Market Value 
Tax .Amotm.t 
Tax :RAte 

Common Alloe.: Market VaJ.ue 
Tax A1I1Otalt. 
Tax Ita.te 

Residential 
Business 
!:1dustr1a.l 
Public Authority 
Other 

SUbtotal 

P:r1vate ~ Proteetion 
Public ?ire P:roteetion 
Other :na.t Rate 

SUbtot.al. 

-.vater Loss 

Pumped Water 
Pcrcllased Wa.ter 

.A:PPE:mlX C 
Page 4 

Test Years 

~ ~ 
$17,,900 $18~OOO 

$ 4,,966.3 
59.7 
1..2~ 

$ 217·9 
3..0 
l.~ 

$ 5~6.9 
61.5 

1...202S 

$ 2l6~6 
. 3.0 
l.~ 

C'OS'roME:PS Al'm CONSUMP'!ION' 

: N'alnDe:" o~ : :o'tal Usage · · ~ · · Crt:sto:ners . ~lCCe:!") · · . · · 1981 : 1902 : 1981 . 1982 : · · . · 
12~550 12,640 2,661.9 2,680.9 2l2.J. 2lZ.J. 

268 280 498-.8 52l..0 1,861.2 1~860 .. 7 
18 18 139.4 l39.4 7,744.4 7,744.4 
48 48- 485.4 485 .... 4 10,.ll2.5 10,ll2'.5 
6 6 ll.7 ll.7 1,250.0 1,,250.0 

:12,890 12,992 3,797.2 3,838.4 

211 ~ 

~ ~ 2§·2 ~·2 
214 Z25 38 ... 9' 38.9 

'4a2.7 382.5 
13,lo4 l3,217 4,238.8 4,260.3 

l,].84.9 1,3lJ,.3 
3,053.9' 2,949.5 



A.·60295 ~/1dl:J frJW . 

SO'OT'.S.W'EST ~'"i ';.1Amt 

La X1n.d.& ~ Area 

RA.X:E: D:f.SIGN ~ 



SouthveS't SuOtJrban ~e.ter 
Ia. Min.d& Tar1!":t !;:rea. 

AlXlPT!D' TAX CAtCULl..""ION 

:L1ne: I 'l'eS't 'feu 1901 : ~:st. ~ea.r 19$!Z 
:,~NO~.~: ______ ~I~~ ____________ ~: __ ~~~! __ ~:~~~~~~~ ___ ~-.~~c~cr~~~~: ___ l_Il_' __ : 

.. .. 

1 Operatillg Revenue 

;:xperures: 
2" Open.tion & M!.inte.aa.nce 
3 Ad.:I:1.:J1stn.t1ve & Genera.l 
4 taxes Othe:- :rl:l&n Income 
5 ccr.r 
6 Subto'ta.l 

De4uctions From Taxable I:lcome: 
7 1'ax Depred.&'t1oc. 
8 D1V1dend EXclusion 
9 Interest 

10 Other 

II Suhtot&l Deduetioc.s 

12 Net Ta.xa.b1e Income (CCF1") 

13 CO"! § 9.6$ 
14 Net Ta.xa.ble I.r.come (Fn) 

15 nT@~ 

16 Graduated ~ AdjUor...a!:1't 

17 Il"C 

18 Detenoed ~ Mjustment 

19 TotaJ. FIT 

( DoJ..J..ars 1:1 T!:ou:saild..s) 

$37163.1 $3 ~J.63.1 $3,302"~0 $3,,302.0 

17519.0 
504 .. 6 
99 .. 1 

17519.0 
504.6 
99·1 
56.~ 

2~78.8 

528 .. 1 
243..2-
(1:2) 

(24 .9) 
(l.&) 

2l2.8 

246.4 
5 .. 5 

219·9 
2: .. 7 

2,.260.0· 

246.4 
4 .. 1 

219·9 
2:.7 

548 .. 3 
252.2" 
~) 

~ 
(b!) 

220.6 

(END OP APPENDIX C) 


