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Decision 9,3539 Saptember 15, 1981 Cm ol J\_:

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Application )

of SOUTHWEST SUBURZAN WATER, a )

corporation, for an order author- ) Application 50295
izing it to increase rates ) (Filed February 25, 1921)
charged for water service in )

the La Mirada District. g

A. Crawford Greene, mttorney at Law, for applicant.
Richard Rosenderd, Attorwej at Law, Zor the
Commiccsion stafsf

INTERIM OPINION ;//,

Applicant, Southwest Suburban Water (Southwest),
California corporation, seeks authority %o increase the rates charged
for water service in its La Mirada District. Southwest proposes o
increase rates in steps which are designed to inerease annual
revenues in test year 1981 by $697,300, or approximately 28.1%,
over the revenues produced by rates in effect at the tinme thi
application was filed, and by additional amounts of $139,100, or
5.6%, and $220,000, or 8.8%, in 1982 and 1983, respectively.
Southwest furnishes public utility water service %o
approximately 61,500 general metercd customer
in the Counties of Los Angeles and Orange. T

5 in its two districts
ke La Mirada Districk,
to which this application is addressed, includes approximately 12,700
customers in the City of La Mirada and adjacent unincorporated areas

in Los Angeles and Orange Countics. The San Jose-Yhittier District
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includes approxizmately 42,800 cusstomers in areas iz or adijacent %o
the Cilties of Covina, West Covina, La Habra, lLa Fuente, Industry,
Glendora, Santa Te Springs, Whittier, and adjacent umincorporated
areas in Los Azxgeles Couxnty.

Uncder the regulatory srocecdure plazm, az informal puilic

» pn v

meeting was teld on May 7, 1381 at 7:30 p.z. iz the lLa Mirada Cisy 2all

Council Chambers to discuss this application. Southwest nmotifi
each customer of the meeting, which was sponsored Jointly by Soutk-
west and Comnission staff representatives, by a motice included
with each customer's 2ill commencing Marchk 12, 1581. five custonmess
ttended the meeting, Itens of concern, Zrom the questions asked,
related <o a faulty meter, a water odor prozlem and whether district
water was used for irrigation, whether ratepavers were RDeing over
charged +o stDport a new fleet of company tIiCKs, whetier oI 2ot
recycled water was used in the distxics, and why »romosed increases
were mostly in the serxwvice charges.

After due notice, a foxmal pudblic heazing on this
applicasion was neld before Adminmistrative Law Judge Willian Al
Tuzkish in los Angeles ox July 7 and 8, 1531. Yone of Scuthwesk's
customers attencded tie hearing. Soutnuwest presented testimeny and
exhinits through <hree of ius vice presidents azéd its xmanager of
sudgeting. Staff studies were presented by a £inancial examiner
and three utili<ies e:gi:eers. The zatter was subnitted subject
«0 the filing of Transcript in the matter. Staff was vezmiss
Lo Zile a late~filed exhibic if the Comnmission adopis any decisiex
affecting power rates of Southwest prior +o July 21, 1%8l. Yo
late~filed extibit was Zfiled, and the matiter now shands suhbxitt

foxr Zecislion.
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Present and Pronosed Rates

For the La Mirada District, the last general rate increase
was authorized on August 22, 1978, by Decision (D.) 89249 (Application
(A.) 57025). Rates of retur:m of 10.00% on rate base and 10.80% on
common ecquity for the test years 1978 and 1979 were found reasonadle
for both test years. Ia the La Mirada District general netered
gervice is provicded under district Schedule LM-l. In additien,
sexvice is provided iz this district under the following companywide
schedules: Schedule 4, Private Fire Protection Service; Schedul
43, Tire Hydrant Service on Private Property; Schedule 9-CF, Con=
stzuction and Tank Truck Service: and Schedule 9-CF2, Sexvice to
Tract Houses Duriag Comstruetion. '

Southwest proposes increasing the La Mirada District
general netered sexvige rates as well as the private fire protec-
tion service and Zfire hvdrant service on private property service
charge rates only. Quantity rates are not affected by the proposed
increase iz rates.

The following tadulation sets forth the present azd
roposed rates for genmerxal metered service.
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La Mirada Tavdiff Area
Schedule 1LM-1

General Metered Service

Per Meter Per Month
Present* Applicant Proposed Rates**
Sexrvice Charges: Rates 1981 1982 1683

Por 5/8 X 3/4—1:1& NeLeY sossrsscoscssss $ 4070 $ 8.‘.‘0 ’ $ 8.53 $ 9.38
For 3/4—13& BELEr svsssscsssscce 6.4‘0 10.65’ . 11.42 . 12.6‘5 .
For l-inch Deter cececscccccesa 8.70 14-50 15.55 - 174-16 B
For l-llz-inch mete-r [TXTIIFY YT Y Y T3 11-60 19.38 20071 22.91
For 2-inch meter 15.50 25.82 27.65 350
For 6-inch meter 66.00 108.33 112.50 129.17

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

Fixst 300 cu.ft. DEr DOBTH weeccccccscse 9 02295 $ 04295 $ 0255 $ 0.295
Over 300 cu.ft. Der 2OUTH cecvececvesa 0.380 0.380 - 0.380 0.289

. TS e weProm 'ranff Sheet So3~w, effective cebruu:y 1&,-1981. -

seme e ww Prome Sk e
et WwS From'm.-b-‘-?

The present service charge rates set forth above are
subject to a fire protection surcharge as set forth below.

Dexr Meter
Per Month

For 5/8 x 3/4~inch meter 016
For 3/4=inch meter 0.21
For l-iach meter 0.29
For l-1/2-inch neter ‘ 0.39
For 2=inch meter 0.52
For 3=inch meter .96
For 4uimeh meter 1.33
For 6-~inch meter 2.20
For 8-irch meter 3.18




A.60295 ALS/EA

Need Por Rate Relief

In its application Southwest states that the nrincipal
factors behind this application are: increased operation and
maintenance expenses not recoverable by offset sroceedings:
continted reduction of water consumption by existing customers;
and increases in cost of morey and in rate of return reguirenents.
Crstomer Service and Conhservation

Staff investication relating to this application shows
that durizng 1980 and 1981 (January-March) complaints filed at the
district office concerned high bills, leaks, low 2ressure, and

ter odor, taste, and color. Staff is satisfied that all com-
plaints have been investigated and resolved satisfactorily by
Southwest.

In the past, the La Mirada Distwict has experienced water
losses as hicgh as 17%. It declined %to 13X for the 1979 test year.
In D.89249 dated August 22, 1978 we oxzdered Southwes:t to continue
its efforts to reduce the level of unaccounted-for water and South-
west has since adopted the following conservation-related corporate
goals:

l. To reduce unaccounted?for cer 0 a level
of 7% by 1985 (currently adout 10.2%).

2. To reduce the tnit consumption of energy
used in delivering water from 1979 to 1585
by 10%.

In an effort o meet these goals, Sovthwest has undertaxen
the following programs:

1. Leak detection in sexvices began in 1978 on
a continuous »asis.

2. Test and, if necessary, replace or repair
all large meters (meters two inches or
greater) - s+taxted ia 1979 on a coxmtinuous
basis.
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Replace all small meters which are 20
vears or older -~ started iz 1980, continuing
=krough 1985.

Telemetering (a) water storage levels, (b)
critical system pressure points, and (¢)
DUDP Autonation = started iz 1980, to be
completed bv 1985,

5. Increase pump station efficiencies -~ con-
tingous program.

Southwest intends to continue to convey its water conser-
vation message oa bill insests to customers. In addition, Southwest
has distzibuted £ree water conservation kits to its customers and
is cooperating with customers in efloxts to locate leaks. Staff
has reviewed Southwest's progTans and found them to be reasonable,

In the San Jose-Whittier Distxict proceeding;é/ staff analysis
indicated that Southwest's conservation prograzs will be cost-effective
when compared to the long-term savings i water and energy. Stasf
recommends <that Southwest, as part of the filirng for the nex: general
rate increase, be required to show the cost-effectiveness of the
conservation prograus discussed above.

Discussion

During hearing Southwest accepted staff's estinates and
reconmendations on all the issues related to its rate increase
request except: (1) rate of returm: (2) rate structure; and (2)
domestic use per customer. The difference iz _:ojectioﬁ of domestic
use per customer, whereby staff's projection for the test veass
shows a constant amount while Southwest's estiznate shows a declinizg
estimate foxr the years, was resolved during the hearing bv South-
west's acceptance of stafi's revised estinmate of 212.1 Cef (hundreds
o= cubic feet) as the normalized use per customer during the test

1/ A.59745 dated June 17, 1980.
r
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vears. While disagreeing with some individual minor items relating
to expenses contained in stafs's report on results of operations,
Southwest accepted staff's overall operating expenses which were
‘based on later information and recorded data than Southwest's.

Rate of Jeturn

The following Table 1 compares the rate of retur:n requested
by Southwest and that recommended by staff.

According to the application, the cost of capital and
retura on equity at the required return of 16% on egquity due to
financial attrition will require a higher returz on total capital
in successive future years in order to maintain the reguired return
on equity of 16%. Thais financial attrition, according to the appli-
cation, is caused by the reitirement of debt through <the operation
oL sinking funds and the issuance of new debt, the conversion of
debentures o common stock, and the increase in equity over tr
vears.
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Table 1

Proposed Rate of Retumn
SOUTEWEST” SUBURBAN WATER

Capitall on
Compotient Rario
{a)

Year-End 1981 _
Long-Texm Debt ' 45.11%
Preferred Stock 3.22
Common Equity 5C .66

Total 100.00%

Year-End 1982
Long~Term Debt 46,117
Preferred Stock 3.22
Common Equity 50.66
Total

Year-End 1983
Long-Term Debt
Preferred Stock
Common Equlty

Total

Average Yeaxr 1981
Long-Texm Debt
Preferred Stock
Common Equity
Total 100.00%

Average Year 1982
Long~Tern Debt 48.25%
Preferred Stock 3.25

Common Equity - 48.50
Total 100.00%

Average Year 1983 .
Long~Term Debt 48.25%
Preferred Stock 325

Common, Equity 48.50
Total 100.00%
=
1/ Frem Exhibit l.
. 2/ Midpoint of staff's
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In support of its requested 16¥% return on equity, Southwest
presented testimony by Dale Seffer, Southwest's vice president of
finance. Seffer's testinmony was supplemented by Exhibit 6. Zxhibit
6 contains Southwest's consolidated fizmancial requirements for the
1981, 1982, and 1983 test years comparing Southwest's source of
funds and its financial regquirements at 16%, 13.5%, and 10% on
equity realized, a table showing Sovthwest's realized rate of
return for the vears 1977-1980 compared to that authorized by
the Commission, and a table showing alternate rates of returm on
equity at 14%, 15%, and 16%. '

A summary of Seffer's tfestimony in support oI Southwest's
rate of return on equity of 16%, during whick he referrec o and
explained Exhidit 6, is essentially as followss:

1. Exhibit 6 basically skows the source and
application of funds estinated by South-
west as required during the test years.
Tt is an effort on Southwest's part to
reflect the various rates ¢f Teturn on
equity as to how they affect the cash
necessarv for Southwest to Jeet its
responsibilities.

Page 1 of Sxhidbit 6, based on the asswp-
sion that Southwest would realize 16%
return on eguity, shows that Soutiwest
Wwill have approximately $2.3 millionz net
available cash dollars for each of the
sest years whick will match Southwest's
£imancial requirements duriang the sane
pericd.
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Scuthwest's capital budget additions
of approximately $1.0 nillien pex veax
Suring the test period contain nothing
for construction or expansion since s the
area which it sexves iz saturated Zor th
most part and its capital budget is pri-
marily for line replacements due to normal
weaxr and tear and for replacement of in-
efficient motors and pumps. The remainder
0f +the $2.3 million is to be used for =aix
exte“s;on refund contraces, siaking funds
as required by Southwest's £iIst nortsage
indenture, renu_chase of Southwest's pre-
‘erred stock, and working funds.

with :esnec* o Southawest's "sizking fund”,
eaxly iz the *9405 the company was able to
offset its 3% recuired sinking fund by any
plant addlt;c“s. Howeve:, in the latter
Part of the 70s and conming into the 1390s,
Southwest is finding that lending institue
tions have increased <the sinking fund
requirement from 3% 4o 5% and no longer
permit any offset n capital additions.
This is reflected ox page 1 of Exhidbit 6
which shows ~.lm‘- the most recent debt
issue "sinker" starts in test year 1983
with the sinking fund recuirenment jumpin
from $355,000 im 1981 and 1982 %o $530,000.

If Southwes: were Lo realize a 16% return
on ecquity to meet its obligatiozs, its
custoners would actually be »aying today's
=x»ie cost 0f water and Southwest would not
regquire any ex=ternal financinag.

Page 2 of Exhibit 6 shows the cash effect,
based on stafl's *eccm:endat-o“s of a 13. Sp
realized rate of retuznm on ecuity. It shows
Southwest's net _:ofi* will be less and
tkhat it would ernd up w**“ a cash deficit

of approximately $2.0 million over the
three-year test pericd. This zeans that
Southwest will nave to borrow this amount
+0 Zeet its commitments. It also illus-
trates hat the company will de Zorxrced o
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nortgage the future to pay for today's
needs. On a pe:—cus:omer basis, the
difference between a 16% ealized rate

0f return and a 13.5% realized returz on
equity is very minor and amounts to only

3 cents per day per customer., These 3
cents per day, however, . are verXy izportant
to Southwest since thev will enanle it %
provide acdequate sexvice and presexve its
firanecial integrity. ’

Southwest's exXperience f£ron 1977 <hxough
1980 shows +that it has only keen able Lo
earn betweer 75% and 80% of the Commission's
author rized rate oI return cespite Its con-
scientious efforts, becatse of inflation,

an unrealistic water use per customer in
vast rate cases, whick have also affected
Southwest's apility to collect the full
anounts intended to ofiset power increases,
plus its increased long-term debt and h.ghe-
interest rates which were not included in
prior rate cases. Since the four vears
were the hichest profitable vears of the
company, <he percextage of realization for
the :reced.ng five or six years was sub-
stantially less than the 75% to £0% realized
during the most recent four vears.

Asstning a 13.5% retuzn oz eguity was
authorized and Sou chwest realizes 75% to
80% dased on its historical informat 'on,
the resultinc ,O% return realized will
cause it to achkieve even lower profits
and realize vet a:otber S1.0 ailllon of
cask shortage. Thus, the £ull capital
brudget addicicons for normal wear and
tear will have +o be financed with out-
side funds. This wotld alse »lace izt
jeopardy Southwest's interest coverage
wkich is required %o be two tizmes earnings.
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Attention is directed to stafi's Ixkibis

8, Table 2, where it is indicated that in
1982 $1.0 millioz of fi“anc_“ is estimated
with an annual charge of $140,000, or 14%,
while in 1983 $2 =zillion financing at
$270,000 at 13.5% is estizated. Thus, stass
is recommending essentially the saze per-
centage for dedt as it is forxr eguity, and
debt is certainly less risky +than equity

In consi de:z“g the rate of retur: on common
equity, the Commission should give considera=-
tiont ¢ the following past and continuing
efforts of Southwest: Lts excellent record
0f service as evidenced by the lack of ser-
vice complaints; its goals to substantiallv
reduce »ower COSts, wWater costs, and even
ailes d:‘ ens its enthusiastic suvno:t of
consexvation in spite of the zesu t of lower
ea:n;ngs; ;:s cost-consciousness: its in-
slexentation of extensive e“b’cvoe traizin
notivation classes, and cost-control procedu:es:
its mazagemexnt bv ob‘ect;ves goals: and its
reduction 0f s%aff in the past six vears by
30‘

Upon cross—exanination the wiitness stated his belief
that in addition to comsidering the financial needs of 3 company
when determining a rate of return, considerazion should also e
given to overall management efficiency and marketplage considerations.

Ze acknowledged that Southwest was not planrning any ecuity offerizngs

during the test periods buit that Zconetheless a higher rate of Teturn
shotld be granted to establish a recoxd, since investors look to

a company's history rather than any sizngle year out of context.

Iz the witness's opinion, it is illegical that Southwest has heex
forced o go out and horrow noznev for 20 years at high rates ¢o

pay for things that should be paid for on 3 pPAT-AZ-YOT-Le basis.
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The witness also acknowledged that Southwest has
$1,776,244 in retained earnings iz a certificate of deposit which
represents the remaiaing proceeds Zrom its last borrowings which,
althouck available now for intermal financing purposes, Will be

consumed by 1982-1983, and that the company will need vet another
$2.0 million. Ee also acknowledged that the 1.7 interest coverage
shown in staff's Table 8 of Exhidbit 8 was an after-tax coverage
which would indicate that the actual before-tax coverage was con-
sicerably higker. He also acknowledged that if Southwest earmed
a full 13.5% returz on equity, it would exceed the times interes:s
coverage reguirements of its indenture.

Staff's evidence on cost of capital and rate of return
was introduced through the testizmony and report of Zdwin Quan. His
testimony and report are summarized as follows:

1. Stafsf believes a reasonable rate of retu_“
is within %he range of 11.49% and 11.73% for
test vear 198l. This eq'ates to an earnings
allowance range of 13.50% %o 14.00% on comaen
equity. The rate of return should be adjusted
in 1982 and 1983 to recogunize the impact of
finameial atiritioa and still allow Southwest
the opportuzity to ear:z bdetween 13.50% to
14.00% oz common ecuity throughout the test
period. Cor:esponding rates of returz oz
rate base are 1l1.57% to 1l.81% for 1981 and
11.72% o 11.96% fSoxr 1lo83.

Staff's recoznendation is based on an estimate

£ Southwest's average capital stzueture for
uhe test period which is derived from az anal lysis
of the beginning and exnd ¢f year capifal stouc-
tures for 1981, 1982, and 1983. The relazed
cost rates Zor the respective components of
the capital structure are dased on arn average
of the estinmated beginning and end of yvear

tes for each vear.
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The diflerences Devtween S caff's projected
capital stxucture and related costs and
sa0s5e 0f Southwess result from stafi's
tse of zore regent information and dif-
ferent assumphions zelated to the estinmated
additions *o retained earmings for 1981
1982, and 1983. The differences in sne’
cost factors of the capital structur
result from differences in the estinated
costs associated with future debt issues
ané staff's use of average-vear Cests,
whereas Southwest khas used year-end costs.

The use ¢f an average <capital structure
and related average CoOsSt is consistent
wich the reccgniticn &f financial atiri-~-
tion ia th it more accurately reflects
Southwest's ac-b > ecapital costs durin

the vears than does a vear-end siructure
and related vear-end capital costs.’ Prier
o the Commission po icy of setting rates
50 that masor wazer utilities could ¢o at
least three vears w* hout general rsacte
relief, »ate of retutn recoxzmendat ons
were 2ased ox cao;:al ratios a=d capit

costs devegoped for the end of %ke .es*
vear. This approack was used in the Tecog~
nition ;ha* razes would 'eﬂa-“ in effect
for some pericd bejc"d che test vear.
However, with » increases now bein

£iled on 2 *"ee-vea. cvcle Tates —enain
in effect only duriz ng that t“.ee-yea*
period. The use of an average capital
structure and related average-year capital
cests is the most accurate nethed o
recocnize the capital costs associated
with +he period rates arxe in effect
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Ia addition to the consideration given

to Southwest's average ¢apital structure
acd averacge capital costs, staff also
considered Southwest's forecasted fizan-
¢ing zeeds £or 1981 tarouch 1983: its
ability to attract capital; and its past
earnings performance and fimaxncial history
in arriving at the recommended zate of
return.

tafs was further guided in the rate of
return on equity recommendation by the
following standaxds developed in prior
Commission and judicial proceedings:

a. The re=zurz to the ecuity holders
should be commensurate with returms
on investments in otker enterprises
having similar risks.

The returna should he sufficient
to enadle +the utility t¢ attract
capital at reasonable rates and
to ensure confidence in <the util-
ity's fiznancial integrity.

The return should halance tre
interests ¢of Hoth the investors

nd ratepavers.

Data relatizg to Southwest's common stock .
book value, dividends, a=d Aa:n_ngs Zor the
vears 1975 *“-ong 980 skhow Dook valte
increased a:orot;ﬂa:elv $2.2 aillion and
earnings available for common totaled
approxizactely $3.8 millioz of whickh SI.1
nillion was :a;d out iz dividends. Zarnincs
per share s“ow-;“c eases Loz all vears
except 1977, and ¢ amual dividends per
share show s.eady ve ly increases.
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The purpose for the rate of return range
in this proceeding ic to recognize the
fact that rave of return recommendations
re not neasures of precise accuracy since
there iz no scientific method to making such
determination. For this zeason <the midpoint
within ¢he 13.50% to 14.00% range at 13.75%,
which translates into a rate of return of
11.61% foxr 1981, 11.69% for 1982, and 11.34%
for 1983, is congidered reasonable.
Consideration was given to the cuestion of
earning volatility but no specific adjust-
aent was made +o inerecase the return on
ecquity because of the volatility problem
since it is already considered within the
rance recommended in this procceding. ZIZven
though the cost of current dedt during the
test vears is estimated to be 14% Zor shorte-~
term debt and 13.5% for long~term debt, oquit
is a more rigky investment, and one cannot
Jjust look at the different classes of invest-
ment or forms of financing that o company dees
without looking into its capital reguirements.
Looxzing at the three-year projected capital
recuirenments for Southwest and its anticipated
sources of financing for these particular
capital requirenments, Southwest's present
position does not translate into large volumes
of exteraal financing similar <o other Cali-
fornia utilities since most of Southwest's
capital recuirements can be handled through
internal finaneing with perhaps only 10% <o
20% of its capital requirements derived
throtgh external financing.
Discussion . . .
Rate of return is an coxpression of the capital costs of
a utility - the cost of debt, preferred stock, and commen equity.
Although some assumption nmust e nade regarding debt and preferred

stock costs associated with. future years, the determination of

these costs is relatively straigheforward, while the cost of common

equity is the ared least susceptible to accurate caleulation and
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nost susceptible <o controversial differences of opiniecn. The cost
of common equity is determizmed after an analvsis of the risk, bota
business and financial, associated with a particular utility and,
as such, is based lazgely on informed dudgment.

In support of its reguest for a 16% returm on egquit
Southwest's witness Seffer Zfocused primarily on various rates of
retuzn on ecquity (Exhibit 6) and Zow thev will affec¥ the cash
flow of Southwest during the test vear and on various prograns
Southwest has undestaken which the Commission has cited Iz past
decisions %o justifyv higher rates of returz. In addition, exphasis
is placed particularly oz the dissentizg opinion of the Commission's
president in San Jose Water Wozks, D.92719% (Febzuary 13, 1981).

That disgsent gritically examirzes s+taff's nethodology for deterzining
rate 9% wetumn, d::-“g current tmstable market conditions, because

they are not responrsive to fluctuating changes that increase the cost
of capital to utvilitles.

While staff's methodology may have Deen criticized in
that dxssen***g opinicn, we have not beerx presented with sufficiexnt
evidence or contrasting zethodology stpporting the adoption of a
rate of return of 15% on common ecuityv as regquested by Southwest.

Southwest's support for a 16% return on equity is not based on any
detailed azmalysis as was provided by stafs in support of its
recommendation. XNor does Southwest's Ixhibit 6 reflect the S1.77
million inm retained earnizgs which can Be used iz lieu of the
external financing contexplated by Southwest cduring the test peri
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There is zno doubt that Southwes:t is in need 0% am increase
in its return on sity. It provides a good level of serwvice %o

its customers and has active conservation and COS4~CORSCioUS progTams
We are also aware that significant changes in the capital zmarkets
rave stbstantially increased the cost of capital for utilities in
recent veass and that our recent decisions on rate of returz JaY

no% have adecuately reflected naxket conditions. For these reasons
we deen It reasonable to authorize a rate 0f returZn on common eguity

0f 14.00% which is at the top of staff's recommended range. Thi
will provide a balancing of the consumer interest w**“ the benefits
acezuing o Southwest's iavestors, allow Zox the se:vzc ing of
Southwest's fixed charges, and provide it with stfficient earnings
to meet its indenture reguirements and fizancirg needs over the
test peri

Based on the recoxd in this proceeding, we find a retur:z
on conmon equity of 14.00% is reasonadle 4o vield zates of retuxn
of 11.73%, 1l.31%, and 11.96% for test vears 1981, 1982, and 1983,
respectively, cdeveloped as followss
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Table 2
Adopted Rate of Return
SOUTHWEST SUBURBAN WATIR

Capitalization
Compenient Ratios Cost
Average Year 1931 . :
Long~Term Debt 48.25% 9.87%
Preferred Stock 3.25 543
Common Equity 48,50 14,00
Total . 100,00% :

Average Year 1582
Long-Term Debt 48.25% 10.05%
Preferxzed Stock 3.25 5.30
Common Equity 48,50 14.00
Total To0.5o

Average Year 1583
Long-Term Debt 48.25% 10.37%
Preferred Stock 3.25 © 5,30
Cemmon Equity 48.50 14,00
Total 100.00%

Results of Overazions

Table 3 conmpares the swwmary of ea&ni:gs estimates of
Southwest and staff for estimated yvears 1981 and 1982 at present
and proposed rates, together with the adopted summary of earnings.

At tihe hearing, Southwest's withess Randall testified
that although he found some zminor items in staff's estinmates
croublesone, stafi's overall results were acceptable +o Southwes=t.
He also stipulated that staff's downwarxd revision of use per
customer from 214.2 Ccf to 212.1 Cef for the three-vear test
pexiod was acceptable in terns of this rate case. TFor the
purposes of this vroceeding we will adopt s5tafs's estimates of
Tesulis o0f operations Zor test vears 1931, 1982, az=d 1983, adjusted
*o reflect the revised stipulated use per customer since they were
based on nore recent information.
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The authorized rates will increase annual revenues bv
$572,00C, or 22.1%, for test year 1981, plus an additional increase
of $138,300, oxr 4.4%, for test vear 1982,

Attrition

Operational attrition is defined as a decline in the rate
of return in the vears following the test vear caused by increases in
expenses and rate base which are not offset by increases in produc-
tivity and/or revenue. Financial attrition, for rateﬁaking purvoses,
is the change im a utility'’s cost ¢of long-tezm debt due to the
issuance or retirement o< senioxr securities. This can be estimated
for +he year following the test vear from the utility's projections
0f future financing. In this proceeding staZff recommends an allow-
ance Zfor both financial and operational atwrition. In particular,
staff recommends that the rate o< return be adjusted iz 1982 and 1983
o recognize the immact of fimancial attrition and to allow Southwest
a reasonable opportunity to earz a rate of return within the recommended
rance of 13.50% and 14.00%. Since we will adopt a rate of return oI
14.0C% on common ecuity in those years, the corresponding rates of
return on rate base are l1.81% for 1982 and 1l1.96% Zfor 1983.

Staff also recommencs stepvrates Zor the vear 1983 based on
an analysis of the operational attrition iz rate of return between the
years 1981 and 1982. Stafi's estinated rates oI return at present
rates indicate an operational attritiorn of 0.79% between the vears
1981 and 1982. 3Between 1982 and 1983 staff estimates finarcial attzi-
tion on the returm on rate base with no change in capital structure
will result in slippage of 0.15%. Thus, a 0.94% attrition allowance
would provide an approximate increase in gross revenues for 1983 of
$96,200, or 2.9%, based on staff's 1982 estimated rate base.

We adopt the operatiornal and £inancial atizition allowance
reconzended by staff. Southwest will be required to file an advice
letter with supporting work papers on or after November 15, 1981 and
November 15, 1982 to justify the step rate increases for the vears
1982 and 1983, respectively.




Table 3
SOUTHEWEST SUBURBAN WATER - LA MIRADA DISIRICT

Estimated Results of Operations
Test Zear Lvol
(Page 1)

(1]

Authorized
Present Rates Rates

: By : Adopted ; . adopted
: _ Staff : Results = Resclts
(Dollars in Thousands)
Operating Revenues $2,483.9  $2,591.7 $2,591.7 $3,163.7
Operating Ixpenses

Operation & Maintenance 1,466.6 1,516.9 1,516.9 1,519.0
Amintstrative & General 539.2 496.1 496.1 504.6
Depreciation Expease 206.4 217.8 217.8 217.8
Taxes-Other Than Income 10C.1 99.1 99.1 99.1
State Corp. Franchise Tax a7 2.2 2.2 56.1
Federal Income Taxes =51.0 «20.6 ~20.6 212.8

Tot. Oper. Exp. 2,256.6 2,311.5 2,311.5 2,609.4
Net Operating Rev. Adj. 227.3 280.2 280.2 554.3
Rate Base . 4,342.0 &,725.3 4,725.3 4,725.3
Rate of Return 5.23% 5.93% 5493% 11.73%

L1
[£]

ISR T T I L

L 1]
[ IR LI L)

Izen Ceility

1/ Adjusted due to stipulated estimated customer usage of 212.1 Cef.
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Table 3
SCUTEWEST SUBURSAN WATER - LA MIRADA DISTRICT

Egtimsted Resulzns of Operations
Test Year 1932
(Page 2)

Authorized
Rates
Adopted
Resulits

FPresent Rates
: : Adopted
Urilivy : Staff : Resulcys
(Dollars in Thousands) _
Operating Revesues 92,486.8  $2,619.2 $2,619.2  $3,302.0

Operating Expenses
Operation & Maintenance 1,491.6 1,556.5 1,556.5 1,559.0
Adodnf strative & General 600.7 548.0 548.0 558.1

Depreciation Expense 213.0 222.3 222.3 22.3
Taxes-Cther Than Income 105.0 104.8 104.8 104.8
State Corp. Franchise Tax -16.1 ~6.2 -5.2 538.1
Federal Income Taxes =201.6 ~58.1 -53.1 220.6

Tot. Opers Exp. 2,292.6  2,367:3  2,367.3 2,722.9
Net Cperating Rev. Adj. 19%.2 251.9 251.9 579‘17
Rate Base 4,547.8  4,903.0  4,903.0 4,903.0
Rate of Return 4.27% 5.14%. 5.14% 11.81%

BT IIIRY
0 osr v e

Iten
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Rate Design
As indicated earlier, Southwes:t proposes o iacrease its
reverues by increasing only the service charge component of it

rates while its commodity use rates semain the same as at present.

In support of this proposed rate design proposal, Southwest's
witness Randall testified as follows:

l. In arn era during whick <here has been a
great deal of discussioz urging that
commodity costs for uwtilities be brought
up Lrom an average ccs* to something
approaching the incremexntal ocost of
furnishing such :t:l;:V'se-vice South-
west's present rate desi o is already
in excess of its hiches: incremental
cost of add;tional water supply. Thus,
Southwest's te desicn struckture is
alreacy u:balanced and has been for a
number of vears.

Southwest's commodity cost is currentl
38 cents per CcZ, while its average

volwme-related cost is almes+ 21 cents
per CCf - a differential of 17 cent

Southwest's highest cost izxported water,
taxen as a last source, is only 31 cents
pexr Ccf, izncluding the COSt 0L power - a
differential of 7 cex ince Southwest
goes to other less exne“s ive sourges of
water before cu_c“as ne :ts 20st exXpen=
ive water, the differ :t; ~ gets
progress: velv greater. This disparity
is both unfair to the customer and to
 Southwest because if the customer has
to use 100Q Cef, he 2as to pav 38 cents
hile it costs Southwest an average of
on v 20.9 cents (from Zxhibit 4). Con-
versely, if the customer decreases
¢consumption by 100 Cgf, the customer
saves 38 cents, while Southwest's costs
are reduced onlv an average of 20.9 ¢ents,
a result whick is unfair to Southwest
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Uncer present rates, revenue is about
46.6% from the service charge and 53.4%
£ron tke comnodi~v charge. At proposed

rates, using Sfigures from staf"s *ab_es
Southwes. would be de:;v::g 58% of it
operating zncome through servi ce cha:ges
and only 41.9% fron the var_az*e or con
modity charge. However, if Southwest were
to separate its operating expenses, de-
preciation, taxes, and return, %0 the
Eixed and va.;able conponents of ;h Tates,
it would show 70.7% of its cost of service
to be fixed and 29.3% 0f its cost of ser-
vice to be variable, Thus, even under the
Proposed ilxcrease in service charxge, South-
west is still far £roz having the <ixed
charxge cover its fixed cost although it
would be an .mu rovenent over Souvthwest's
Present situation.

Southwest telieves its unbalanced rat
design is a fundamen%tal cauvse of i%s h‘gh
earnings volatility. 3Because Southwest's
custonary water wsage amounits have heen
widely fluctuating fron one vear to another
and i< “eve nues have been so dependent upon
the commodity component, it has been ox-
tremely difficult w0 figure out what its
earnings are going to be, a=d in many cases
in the past it kas been far below wha% it
should have been.

6. As a result of this rate structure, if
consunmption is lower +thaxn es*‘*ated, it
will result in a falleoff in eax=zings to a
anch greater degree than the reduction iz
consumprtion. 3By the same -oxeu, iZ con~-
s:nptio: is far above the estizates, the

fect on earnings will be markedly hicher.
I* exacerbates the change just dve to
changes in weather by being more unbalanced.
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It is Southwest's dasic positioz that its umbalanced
Tate structure should not be made even more unbalanced by increasing
the commocdity cost and further increasing the spread betweez in-
cremental cost and the commoldity rate. Southwest believes the
fairest situation fox hoth customer and company is when the
customer payvs his proportion of the fixed cost and his progpor-
tion of the commodity cost. ¢

Staff believes that Southwest's proposal is contrary to

- the Comnission's policy of imstituting use-sengitivé utility rates
in an effort to increase conservation of nmatural resources. Iow-
ever, in ike opizion of Soutkwest's witmess Randall, the addizng
of an increase to a service charge rather than ©o the commodity
charge will not have any effect on the customer's awareness oI

the necessity for conservation. Ze stated his belief that it
would take at least a doublzng 0f the commodity rate Dbefore the
custonmer would find it conducive to reduce his consumption. The
witness believes that +he most effective means of encouvraging
conservation is through ecducation and »ublicity.

Stasf recommends that any increase in rates should e
allocated equally between the service charge and guantity charge
conpozents to maintain the present ratlios of those two components
to the total revenues Ffor ceneral metered sezvice (Schedule LM-1).
Staff fur<her reconzmends that presern:t rate Schedules 4 and 4& should
be aultiplied by the authorized percentage increase il reveaues o
deternmine the auvthorized rates. Staff also recommends that the
current fire protection surcharges on Schedule LM-1 should be
folded into the serxvice charge component o2 a monthly per zeter
masis and that the service charges for the 3/4~inch, l-iznch, and
lkeizch meters should be rounded +to the nearest 10 cents whaile
those for meters larger +than li-inch should be rounded to the
nearest dollax.
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While we have in the past gererally acdopted a policy of
authorizing use-sensitive rates in general rate proceedings as a
means of stimulating conservation, we are also mindful that
strict adherence to such policy can contribute to greater eazﬁings;
volatility.

We Ao not share Southwest's opinion that it would reguire
a doubling of the per unit commodity charge before it would have any
conservation effect on customer usage.

We note from Southwest's presentation that at dresent
rates about 46% of the revenues result £rom the service charge ané
54% from the commodity charge. Apportionment of the increase
authorized herein egually between service charge and commodity rate
as recommended by the staff will maintain this approximate relation-
ship. We believe this percentage to be reasonable and therefore
will adopt the staff's recommended rate design.
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The staff recommendations that present rates in
Schedules 4 and 4A should be mulitipnlied by +the authoriz
percentage increase in raevenues Lo determine the avthorized
rates, and that the serzvice charges Zfor Sc¢hedule LMl for the
3/4=inch, l-inch, and lk-inch meters be rounded Lo the nearest
10 cents and laxger =eters be zounded to the nearest dollar have
not beer contested and are adopted. ’

The accunulated increase in revenues avthorized since
Januazy 1, 1976 has exceeded 25%. Therefore, the service chaxge
for the 5/8- X 3/4~inch eter and the quantity charge for the
first bleck, 0-300 cubic feet, can be increased the same per-
centage amount as the service charges for the other neter sizes
and the second quantity block, over 300 cukic feet.
Other 5+taff Recommendations

The staff report believes that wher 2 28.1% increase in
revenves is soucght iz 1981, it is unreasonable +o increase th
charges for the smallest size xmeter, 5/8- x 3/4-inck, by 72.8%
and the other meters by an average of 63%. We agree and, instead,

will direct that the increase in sexvice charges be equally &is-
tributed among all size meters.
Pindincs of Fact

1. Southwest'’s customer service, conservation »rogram, DLID
efficiency program, and water cuality ace satisfactorv.

2. Southwest’'s La Mirada Dis+trict is in need of additional
revenues, but the proposed increases of $697,300 (28.1%) for 1981,
and additional ingreases of $139,100 (5.6%) Zof I¥82, and )
$220,000° (8.8%) for 1983 are excessive.




A.60295 ALI/ow

3. Southwest stipulated to a water use per customer of
212.1 Ccf for the three-year test pericd.

4. Southwest stipulated o the operating expense estimates
of staff for the three-year period.

5. The proposed rates of return on rate base of 12.93%, 13.08%,
and 13.2% for the respective test vears 1981, 1982, and ‘1982 requested
sy Southwest to produce a 16.0% return On CORMIOD eguity are excessive.

6. The increases in rates and charges in Appendix A authorized
by this decision are justified and are just ané reasenable, and the
-

present rates ané charges, insofar as they differ from those prescribed,
are for the future unjust and unreasonable.

7. The further increases authorized in Appendix B should
be appropriately modified in the event the rate ©of return on rate base,
adjusted to reflect the rates then in effect and normal ratemaking
adjustments for the 12 months ended September 30, 1981 and/orx
September 30, 1982, exceeds the lower of (a) the rate of return £found
reasonable by the Commission f£for Southwest during the corresponding
period in the most recent rate decision or (b) 11.73% for 1981 and
11.81% for l98z2.

8. Rates of recturn of 11.73%, 11.81%, and 11.96%, respectively,
on Southwest's rate base for 1981, 1982, and 1983 are reasonable.
The related return on common eguity each vear is 14%. This will
reguire an increase of $572,000, or 22.07%, in annual revenues for
1981; a further increase ©£f $138,300, or 4.4%, for 1982; and a further
increase of $96,200, or 2.9%, for 1983.

9. 7The adopted rate design is reasonable.
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10. The adopted estimates, in Appendix € previously discussed,
of operating revenues, operating expenses, and rate base for the test
years 1981 and 1982, and for the year 1983, together with an annual
fixed rate of decline in rate of return of 0.79% for 1983 due to
operational attrition, plus 0.15% for financial attrition, reasonably
indicate the results of Southwest's future operations.

1l. It is recasonadle to adopt the rates seot £orth in Appendl
A.

Conclusions of Law

1. The application should be granted to the oxtent provided
by the following order: the adopted rates are just, reasonakle, and
nondiscriminatoryv.

2. This order should be cffective on the date signed becavse
there is an immediate need for additional revenues.

INTERIN CROER

IT IS ORDERED <hat:

L. After the cffective date of
Southwest Suburban Water (Southwest), is authorized =o £file for
its La Mirada District the revised schedules for 1981 shown in
Appendix A attached %o this oxder. his filing shall comply with
General Order Sexies 96. The effective date of the revised schedules
shall be 4 days after the date of filing. The revised schedules
shall apply only to service rendered on and after their effective
date.
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2. On or after Yovember 15, 19381 Southwest is autkoriz
to file an advice letter, with appropriate work »apers, recuesting
the step Tate increases for 1982 shown ia Appendix A attacked %o
this oxder or to file a lesser increase which includes a uniform
cents per 100 cudbic feet of water adjustment from Appendix A in
the event that the La Mirada District rate of return on rate hase,
adjusted o reflect the rates then in effect and normal ratemaking
adjustments Zor the 12 nonths ended September 30, 1981, exceeds th
lower of {(a) the rate of return found reasonable bv the Commission
for Southwest during the corresponding period iz the thern most
recent rate decision or (b) 11.73%. This Siling shall comply with
General Orcdex Series 95. The reguested step rates shall Teviewed
and approved by the Comnission prior to beccmi:g effective. The

£fective date of the revised schedules shall -be 2o earlier than
_ January 1, 1982, or 30 days after 2 filing'of the step rates,
whichever is later. The revised schedules shall apply only to
sexvice rexndered on and after their effective date.

3. Cn or after Novender 15, 1982 Southwest is authorized %o
file an advice letter, with appropriate work papers, requesting
the step rate increases for 1933 showz in Avpendix A attacked *o
this orcder or +o £ile a lesser increase which includes a uniforxm
cents per 100 cubic feet of water adjusiment from Appendix A in
the event that the La Mirada Dist=ict rate of retusn on rate base,
adjusted to relflect the rates then in effect and normal ratemakizg
adjustments for the 12 xonths ended September 30, 1982, exceeds
the lower of (a) the rate of return found reasonasle by the Com-~
nission for Southwest during 4the corresponding periocd inthe then
nost recent rate decisioz or (») 11.381%¥. This filing shall comply
with General Oxder Series 96. The requested step rates shall be
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reviewed and approved by the Commission prior to beconing elfective.
e effective date of the revised schedules shall be z=o earlier than
January 1, 1983, or 30 days after the filing of the step rates,
whichever is later. The revised schedules shall apply only <o
service rendered on and after their effective date.

4. As part of the filing for the next general rate increase
for its La Mirada District, Southwest shall submit a report showing
the cost-effectiverness ¢f its coanservation programs discussed.

7 nis oxder is effective today.
pa patec ___SEP 15 1381 , at Sar Francisco, California.
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APPENDIX A
Page 1
SOUTEWEST SUBURBAN WATER
Schednle No. IM-1
La Mirade Tard®® Srea

GENERAL METTRED SERVICE

APPLICABILITY

Applicable to all metered water service.
TERRITORY

Portions of the cities of la Mirada, Norwalk, Cerritos, Buepa Park, and
vicinity, Los Angeles and Crange Counties.

Pepr Meterl
. Per Month

Service Charge:
For 5/8 x 3/4~iznch meter.
For 3/h-inch meter. .
For l-inch meter. . .
For 1-1/2-inch meter.
For 2=inch meter. . .
For 3=iznch meter. . .
For U=inch meter. . .
For 6-inch meter. . .
For 8-inch meter. . .

$ 5.95
8.10

10 -%
14.60
20.00
37.00
50.00
83.00
132.00
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Qantity Rate:
For all water delivered per 100

FLrst 300 crbic. feet per month. : $0.3640
Cver 300 cubic feet per month. 0.464

The service crarge 1s applicable 40 all metered service.
It is resdizess-to-serve charge o which 1s added the
charge, ccmputed at the Quarntity Rate, for water used
duzing the month.
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APPENDIX A
Page 2

SOUTEWEST SUBURBAN WATER
Schecdule No. &4
PRIVATE FIRE PRCTECTION SZRVICE

AFPPLICABILITY

Applicadle to all water sexvice furnished to privately owred f£ire
Srotection systems.

TERRITORY
All tarill areas.
RATES

Service Area
San Jose
. Whittier Ia Wi:'a.da

For each inch of dlameter of service
conrecticn, Per MOBLE + « o o o - $4..07 $4.09 (D

SPECIAL CCNDITICNS

l. Tre fire protection service and comzection skall be Installed by
the wtility or under the utility's direction. Cost for the entire fize .
protection installation excludizg the comnection at the main shall be paid
for by %hbe applicant. Such payxzext skall ot be sublect to refund.

——-2r—The-expense—of -paintalning -the -private-Iire-protection- faciiities— o e
on the applicant's premises (inc:lx.di:g t}:e vaxls, e .er, and backflow device)

.-'l-a"" bc--nq‘d :c- 'bnp *\-e. -ws'f'n-wh PP 4 e - - — - war

.3« ALl facilities pald for by the applicant shall be the sole property

of tke applicant. e utﬁ_'tty ard its &uly authorized a age**- 5 shall bave the

right <o Ingress ©0, and egress Zrom the premises for a.ZI.. pu:poses re...aﬁng
o satd fac litles. T

v Mel The.mdnimum diameter for fire vrotection service sball be four..
:L.ches, and the maxdizum dizzeter s2all be not more than the dlameter of "‘-e
maia o wolckh the service Is concected.

5. I a distridbution main of acdecuate size 0 serve a private fire
protection system In additiorn to all other normal sexvice does not exist
in the street or aLeJ adjacent o the premizes o be served, then & main
extensiorn Iran the nearest existing zmaln of adequate capacity shall e
installed by the ut...).i"y. The cost of such main extension attridutable 40

the Zire protec‘cion requirexent skhall e peld to the utility as a cortri-
bution Iz aifld of comstruction.
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SCUTEWZST SUBURBAN WATSR
Schedule No. &

PRIVATE FIRE TROTECTICN SERVICE
continued

SPECTAL CONDITIONS (eont.)

6. Service nereurder is for yrivate Zire protection systems to which
2o coupections for other than fire protection pursoses are allowed and ﬂ:ich
are regularly inspected dy the underwriters having Jurisdiction. All
z ties are to be installed accc‘c’...ng to the utility's specifications and
maintained to the utility's satisfaction. The utility may require the
Installation of a backflow prevezntion device arxd a standard detector type
zeter approved Dy the Insurance Service Office for protection against thelt,
leakage, or waste of water.

T. JNo structure shall Ye bullt over the fire protaction serviee and
<he customer shall zaintaln and safeguard the ares oceupied by the sexvice
Trom tralffic and other hazardous concitions. The customer will be responsible
for any damage to the Tire protection service facillicies.

8. Subject to the approval of the utility, azy change In tke location
or comstruction of the fire protection service as may de requested by public
authority or the customer will be zade by the utility following payment 4o
the uwtility of the entire cost of such charge.

8. Any uwrouthorized use of water through the fire protection service
will be charged for at the applicable tardifl retes and may be grounds for
the utility's discontinuing Lire protection service without ...'x.abni*y.

10. The wtility shall Ye required +o supply orly such water at such
pressure as may be avallable from time t0 tixze as a result of 1ts normal
operation ¢ the systexz.
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APPENDIX A
Page &
SOUTHWEST SUBURBAN WATER
Schedule No. 4A
FIRE HYDRANT SERVICE ON PRIVATE PROPERTY

APPLICABILITY

Applicable to all {ire hydrant service rendered from fire hydrants
convected to Company-owned mains on private propesty.

TERRITORY

Throughout all tarifs areas.
RATES

Per Month
San Jose
Whittier Ia Mirada

L" riser type Zire hydrant with sizgle 23" cutlet $3.03 $3.22  (I)
6" riser type fire hydrant with steamer head 4.2% 3.76 (D)
6" standard type fire hydrant 6.07 6.71 ()

SPECIAL CONDITTIONS

i. The fire hydrant will be installed by the utility or under the
utility's divection at the cost of the applicant. The cost will mot
be subject to refund. :

2. The Iire hydrant shall be used for five fightinz pursoses azd

Tire drills only. Water use for Zire drills will be limfted %o 15 zinutes
Per veek.

3. Tke replacexent, erlargement, or relocation of ary hydrant made
at the request of the customer shall be paid for by the customer.

L. ALl facilitles paid for by the applicant shall be the sole
propexty of the applicant. The utility azd its duly acthorized agernts
stall have the rights o ingress to, and egress from the premises for all
purposes relating %0 said facilities.

5. The cepalr ané maintenance of the hydrants will te the responsi-
bility of the applicant.
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ATPENDL A
Page 5
SCUTHEWEST SUBURBAN WATER
Schedule No. LA

FIRE SYDRANT SERVICE ON DRIVATE PROPIRTY
(Contimed)

6. Any authorized use of water will be charged therefor uxder the
Geperal Metered Service schedule for the particular tariff ares, and/or

nay be grounds for the utility to discontimue the service without liab ity
to the utility.

T. There shall be no cross-connection between the Cive hydrant service
axd axy other source O supply without the speciffc approval of the wtility.
Trils specific approval will require at the customer's expense, a special
double check valve Installetion or other device acceptable to the uwtflity.
Any such urauthorized cross-comnection may be grounds for Ixmediate dis-
connectlon of the fire hydrant sexvice without liability <o the utility.

8. The utility shall be recuired to supply ocnly suck water at such
pressure as may be avallable from time o time as a result of Iits mormal
operation of the system.

(Z¥D OF AFFPENDIX A)
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AFPENDIX B

SCUTINEST SUBURBAN WATER
Ia Miraca Tarif? Area
AUTECRIZED INCREASES IN RATES

Zack of the following increases in rates may be put into effect on the
indicated date by filing a rate schedule which adds the appropriate incresase
to the rates vhich would be in effect on that date.

Ratesgs to be Zffective
SCHEDULE NO. LVM=1l, General Matered Sarvice L=1-32 1=1-53

Quantity Rates:

Flrst 300 cu.ft., per 100 cu.ft.
Over 300 cu.ft., per 100 cu.ft.

Service Charge:

For 5/8 x 3/4-inch meter
For 3/4-inch meter
For l=inch meter
Por ld-inch meter
For 2-inch meter
For 3=inch peter
For Leinch meter
For f=inch meter
For 8~-1inch meter

LI R TR Y R B B A ]
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SCEEDULE §O. 4, PRIVATE FTRE PROTECTION SERVICE

Rates:

For eack inch of diameter of service
conpection, per montk . . . ¢ . . . . . . 07

SCEEDULE NO. 4A, FIRE EYDRANT SZRVIZE ON PRIVATE PROFERTY

Rates:
L" riser type with single 2" outlet . . . . . SO.14

6" riser type vith steamer head . . . . . . . 0.20
6“%@%-.....‘...‘0..‘. 0029

(XD OF APFENDIX B)
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SOUTEWEST SUBUREBAN WATER
La Mirada TaxiZ? Arena

ADOPTED QUANTITTES

Net-to=Gross: 2.0870
Federal Tax Rate: L&%

State Tax Rate: 9.6% (Zor both test years)

Local Franchise Tax Rate: 1.49%
Business L{cense: -

Uncollectibles Rate: 0.360%

Purchased, Power

Electric:
Southern California Edison Compary
Rates in Effect on 71/31/51
ECARP: $0.04133
PCBAF: =0.00121
CIMAC 0.00004
ECS: 0.00016

Water Pumped (XCef)
kWh - Wells

Water Boosted (XCe2)
XWh - Bocsters
Total kWh

Total Cost

Cost/XWh
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SCUTEWEST SUBURBAN WATER
La Mirada Tarifll Area

Gas:
Southern California Idison Comcany
Rates in Effect on 7/31/51

Vater Boosted (KCef)

Therms - Boosters

Total Cost

Cost/Thern

Purchased Vater

Central Basin
Quantity (acre-feet)
Unit Cost ($/acre-toot)
Total Cost

Cal. Domestic
Quartity (acre feet)
Unit Cost ($/acre-foot)
Total Cost

Stock Assessed (shares)
Assessment ($/share)
Total Cost

-Entitlement (acre-feet)
Excess (acre-feet)
Assessment ($/acre-Loot)
Total Cost

Test Years

L

4,238.8
18,262

$6,500
$0.35993 .

1,297
ms.w ‘
$150, 400

2,832
$36.03

1,564
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Stock Leased (shares)
Undt Cost ($/stare)
Total. Cost '

Inter-District
Quantity (acre-feet)
Unit Cost ($/acre-foot)
Total Cost

Groumdwater Assessments
Central Basin
Well Production (am.-e-::ee'c)
Assessment (3/scre-foot)
Total Coat

Leased Water Rights (acre-feet)
Und% Cost
Total Cost

Payroll Taxes
Bxpensed Payroll
Expensed Payroll Taxes




Test Years '
Postage: 1961 g2
Postage Expense $17,900 $18,000
Ad Valorem Taxes: ($1,000) :

District: Market Value $ 4,566.3 $ 5,116.9
Tax Amount 597 61.5

Tax Rate 1.202% 1.202%

Common Alloc.: Market Value 217.9 |
Tax Amount, 3.0
Tax Rate 1.382%

CUSTOMERS AND CONSUMPTION

Namber of Total Usage Average Usage
Customers (XCet) (Cet/¥r.)
081 : 1% 661 @ 1gkR 156l @ 1o&2

Residential 12,550 2,66L.9 2,680.9 22,1 2121

Business 268 4s8.8 521.0 1,861.2 1,860.7

Industrial 18 129.4 139.4  T,TakL T,TELLL

Dublic Authority L8 485.4 Lgs5.4 10,152.5 10,112.5

Q'ther 6 3_1 -7 ll 07 13950 -o 1_7250 .0
Subtotal 12,890 3,7972 3,838.4

Private Fire Protection 211
Public Fire Protection -
Other Flat Rate 3 38.9 B.9

Subtotal 21k B.o 38.9
water Loss - 427 383.5
L,238.8 L4,260.8

1,184.9  1,311.3
3,053.9 2,99.5
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APPENDIX C
Page S
SOUTEWEST SUBURBAN WATER
Ia Mirada Terifs Area
RATE DESICN DATA

Metered Service Charges

: 1561 :

1932‘ :

1583

Castome™s: Reverse :Custcmers: Raverme - Reverue

5/8 x 3/hetinch meter

3/4=inch meter

l-inch neter

l-l/2~4inch meter

2=inch meter

3=inch meter

. Lheinek meter

E=inch meter

8-1ineh meter
Subtotal

Meteared
Quantity Charges

0"300 CUL T
Cver 700 cx.2t.

Scbtotal

Other Reverues

Private Mire Protection
Cther 7lat Rate
Miscellaneous
. Subtortal
Total Revenue

(000)
08 & 7.7

(000)

W & 8.0 3

11,239  1,062.4 11,30  1,141.1

973 127.3
2718 48.7
221 53.0
3 14.7
30 18.0
8 8.0

580 *32.9
282 SL.l
229 5T-T
3k 15.5
30 8.7
3 8.2

-

(oco)

8.3
1,268.2
136.4

S2.5
57-T7
15.9
9.1

80&

12,890 1L,309.8 12,952  1,433.2

TUsage Usage

XCe?
8.4 1654

L0 1,552.8 3
37972 L,TLS5.2 3,

6.5/
2.0

16.2

XCe?f

L51.9 167.7
6. 1,615.4
41,7831

67.‘@/

2.8
150.2

1,450.5

172.6
1,672,

1,845.5

ér.88/
2.0

16.2

8.7
3,163.7

Adjusted -0.8
Adjusted 0.7

85.7
3,302.0

86.0
3,368-0
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Southwest Suburban Water
Ia Mirada Tari?? Area

ADOPTED TAX CALCUTATION

t __ Test Year 1001

Sest Year 1002

Ttem s _CCPT ¢ FIT

CCFT

TIT

Vv FWw

EEELEFEERE Boon

(Dollars in Thousands)

Operating Revenue $3,163.7  $3,163.7
Zxpenses:

Cperation & Maintenance 1,519.0 %,519.0
Adxinistrative & General 50k.6 .

Taxes Other Than Income 99.1 99.1
CCFT - 56.1

1,559.0
558.1
10k.8

$3,302.0

1355900
558.1
W0k.8

53.1

Subtotal 2,122.7 2,178.8

Deductions From Tsxable Tncome:

Tax Depreciation 245.0 5.0
Dividend Exclusien 5.5 L7
Interest 208.9 208.9
Other (2.4) (2.4)

2,221.9

2464
55
215.9
2.7

2,280.0-

2464
.7
219.9
2.7

Subtotal Deductions Us7.0 L56.2
Net Taxadble Income (CCFT) 584 .0
CCFT @ 9.6% 5%6.1
Yet Taxable Income (PIT) 528.7
FIT @ 464 243.2

Graduated Tax Adjustzent (39)

ITC (24.9)
Deferred Tax Adjustment (I38)
Total FIT ‘ 2.8

(Red Fgure)

(=D oF ArrmxOTX c)

474 .5

605.6
8.1

473.7

548.3




