
, i 

~I 
t' 

• 

• 

• 

PUBLIC OfILITIES OOWUSSION OF THE STATE OF CALIFORNIA 

EVALUATION & COMPLIANCE DIVISION 
Water Utilities Branch 

RESOLUTION 

R&S((.lJfIo.~ NO. W-335'1 
l-brch 25, 1981 

sournERN CALIFORNIA WATER COMPANY, PCti.1NA VALLEY 
DISTRIcr (SOCAL). ORDER AUrnoRIZING A.~ OFFSET 
RATE INCREASE PRODUCING $1,081,800 OR 21.11. 
ADDITIONAL Ah1WAL REVENUE. 

By Advice Letter (A.L.) 75~-W, filed January 9, 1981, SoCaI requests authority 
pursuant to ONering Paragraph" of Decision (D.) 86-10-025 (Application (A.) 
85-09-051, filed September 211, 1987) to increase rates "'hen the construction 
of the Miramar Treatment Plant is oo!ipleted and it is placed in service. On 
February 20, 1987, this plant was officially placed in service. A.L. 7511-W 
requests authority to increase rates by $1,081.800 or 21.1$ over present 
rates. There are approximately 9,500 metered ·custO!OOrs in the cities of 
Claremont, Montclair, Pomona, Upland and adjacent territory in Los Angeles and 
San Bernardino Counties. 

The last general rate increase beca~ effective on ~tober 1. 1986 pursuant to 
D.86-10-025 in "'ilich the Corrrnission found the rates of return on rate base of 
11.16% for 1986, 11.22$ for 1981, and 11.30~ for 1988 reasonable. with a 13.50~ 
return on equity. This offset increase will not result in a rate of ret.urn 
greater than last authorized. 

CKt January 21, 1981, the O:mnission rendered D.92605 (A.5959I1, filed January 
21, 1981) which authorized SoCaI to increase its rates for water service in the 
Pocrona Valley District. As discussed in that decision. an issue raised during 
the proceedings was concern of the League of WOOlen Voters (League) n ••• about 
the possibility of SoCal ~ng a participant in a con~9lated capital 
improvement project [Miramar Treatment Plant] to provide more water for the 
Pomona Valley Municipal Water District (PV] ••• which adght involve financial 
corr.mltments affecting the District's [SoCal's) rate payers". SoCaI responded 
by agreeing " ••• to make either a long-term coomitment or a financial ccmnitment 
to PV the subject of an application to permit a separate evaluation of these 
issuesl1

• 

<Xl September 28, 1981.1, SoCaI filed A.8"-09-016 (as aoeoded ~tober 11. 198") 
to seek authority to enter into contracts with the Three Valleys ~~iclpal 
Water' District (TVX'ftD) to lease capacity in the Mirarr.ar Plant for "''ater supply 
in its Pomona Valley District. T~~~ is the successor to the Pomona Valley 
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».mlolpll Water Distriot.. The Coornission reooered D.8~-10-061 on October 11, 
1984 grant.ing SoCa1 authorit.y to execut.e the agreements sought In A.8~-09-076. 
In arriving at this decision. the Coamission found that the treatment plant. is 
required to provide adequate. safe, aM healthy drinking \rater to &>Cal'S 
custoo'...ers. It. should also be noted that D.~-10-061 referred to correspondence 
from the League indicating support. for A.8~-09-016. 

SoCa1 filed A.85-09-051 for a general rate increase. Part;. of the reason for 
the request W3S the participation of SoCal with 'lWi'I'D and other agencies in 
t.he C()(}struction of the Hira.:nar Plant.. As part of the evaluation of A.85-09-
051. the Water Utilities Branch (Branch). made a field investigat.ion and 
condooted an informal public meeting on November 5, 1985. SoCa1 mailed a 
not.ice of the meeting to all its custocners and included in that notice cooments 
regarding the impact of the then under construction treatment plant. 

The Cocrnission held fOro:ll hearings in Janu3.ry and February 1986 on 
A.85-09-051. There "''as no opposition to the need for the t.reatment plant.. the 
roothod of financing the plant (through bonds arranged by 1'VY.i'I'D). or the 
recocrrAooation by the Branch that authorization to increase rat.es be contingent. 
on the plant being placed in service. D.86-10-025 resulted ~ A.85-09-05'. 

An increase caused by the addition of plant.. which Is fixed and not related to 
water conSllDptiOO. ,",wld ordinarily be applied solely to the service charge 
portion of a metered rat.e schedule. Ho· ... -ever. SoCal's existing rate schedules 
conform to the Comnissioo's rat.e design policy for water utilities established 
in D.86-05-064 which calls for fe .. -er rate blocks, the elimination of lifeline • 
and service charges lo.'hich recover up to 50~ of fixed costs. Since the current 
recovery fl"O!ll service charges is already approximately 5O~J the Branch's 
rec<XW'...ended rate design spreads the revenue increase between the quantity and 
service charges so that this 50~ recovery is maintained. 

Subsequent to filing A.L. 7511-W, SoCal railed a notice to its cusOOffiers on 
January 21, 1931 describing the requested increase in rates due to including 
the z..Ural'rar TreatJoont Plant In rate base. As a result. of these notices, as of 
Febl'U3.ry 25, 1981, the Branch has received 205 letters protesting the 21.7f. 
increase. These letters did not address service. After its investigation, the 
Branch concludes that service is satisfactory. In addition, there are no 
Commission orders requiring system improvements. 

The Branch recognizes that the increase requested by SoCal is significant and 
appreciates the concern expressed in the letters. However, the Co:rrnission in 
three sepamte proceedings. which resulted in D.92605. D.85-10-061, and D.86-10-
025, has given SoCal the authority to go ahead with its participation in the 
Hiramr Treatment Plant. With this In mind, the Branch drafted a letter of 
reply to the customers who wrote to the Qxrroission about. this increase. It 
explains the Coaznission1s action and will be mailed after this l'esolut.ion is 
signed. The draft letter is attached as Appendix A. 

The tables below shOw typical bills for residential cusbomers at various usage 
levels at present and proposed rates: 
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General }'..etered Service (5/8 x JIll-inch meters) 

Schedule PV-l - Job In Service Area 

"bnthly Present Proposed Percent. 
Usage Rl.tes Rltes In¢rease 
300 cu.ft. I 6.90 t 9.'12 36.5$ 

',000 12.26 16.10 31.3 
2,000 19.92 25.65 28.1 
3,000 21.58 35.20 21.6 
",000 35.214 4r, .15 21.0 
5,000 ~2.90 54.30 26.6 

Schedule PVC-l - Area north of Thompson Creek and Padua Hills 

"bnthly Present Proposed Percent 
Usage Rates Rates Increase 
300 cu. ft. t 7.29 $ 9.79 3ij.3J -

1,000 13.56 17 .311 27.9 
2,000 22.52 28.13 24.9 
3,000 31.~8 38.92 23.6 
",000 lJO.lJ4 lJ9.11 22.9 
5.000 119. iJO 60.50 22.5 

After investigation by the Bcanch, the Connission finds that the requested rate 
increase to coa:pensate SoCal for its share of the construction (X)St of the 
Mira:nar Treatment Plant is reasonable and to the extent provided by the 
following resolution is justified. 

THE O:X-WSSION FINDS that the increased rates hereby authorized are justified 
and that the present rates are for ~he future unjust and unreasonable. 

IT IS RESOLVED that Southern California Water c.orr.pany is authorized. on the 
effective date herein, to make effective revised Schedule Nos. PV-l, PVC-I. 
PVH- 3-"f, PVP-3-'i and PV-7:-'L attached to Advice Letter No. lS4-W and to cancel the 
presently effective rate schedules for ~~ter service. 

This resolution is effective today. 

I certify that this resolution was adopted by the Public Utilities O::mnission 
at its regular rr.eeUng on March 25. 1987. The fo11O'",ing Carnissioners approved 
it: 

---- ---_._- -- .--- -----------------------_. 

Commissioner John B._OQani~n, 
present but not partiCipating. 

STANLEY W. HULETT 
President 

DONALD VIAL 
FREDERICK R. DUDA 
G. MITCHELL WILK 

commissioners 

-3-

VIcroR R. l.'EISSER 
Executive Director 
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APP~DIX A 

TO CUSfOOERS 101'00 HAVE WRITI'EN TO THE ~ISSION REGARDING THE REQUESf FOR A 
RATE INCREASE BY SOUTHERN CALIFORNIA WATER OOMPA.~Y IN ITS pa.~NA VALLEY 
DISTRICT. 

Dear Customer: 

On January 21, 1987, Southern California ft~ter Company (SoCaI) notified its 
customers by rnail that it was requesting authority fnom the Publio Utilities 
Cornrndssion to raise its rates for water service in its P~~ Valley District 
by an average of 27.7'1- or $1,087,800 in 1981. Customers ",-ere invited to write 
to the Coomission if they had coornents on SoC:alls proposed increase. The 
Commission subsequently received 205 letters protesting the magnitude of the 
proposed increase. 

After considering all the facts, the Coornission has authorized an increase in 
gross annual revenues of $1,081,800 for 1981. For the typical cust«oor using 
2 ,000 oubic feet per month this will mean an increase in the roonthly bill fr<:m 
$19.92 to $25.65 in 1981. Your increase will vary depending on your water 
usage. To help you understand the Cocnission decision in this matter S()iOO 

background is needed. 

On January 21, 1981, the Qxrrnission rendered Decision (D.) 92605 in Application 
(A.) 5959Ij, filed April 9, 1980, \hIich authorized SoCaI to increase its rates 
for "'~ter service in the Pomona Valley District. As discussed in the decision, 
an issue raised during the proceedings was concern of the League of Women 
Voters II ••• abOut the possibility of SoCal becoming a participant in a 
<x>otempiated capital improvement project to pro', ide more water for the Pcrnona 
Valley Municipal Water District [pVl ••• "'nich might involve financial 
COOIIIiw..ents affecting the District IS rate payers". SoCaI responded by agreeing 
II ••• to make either a long-term coom1trr~nt or a financial oomnitment to PV the 
subject of an application to pemit a separate evaluation of these issuestt • 

On September 28, 19811, SoCaI filed A.811-09-076 to seek authority to enter int.o 
contracts with Three Valleys Municipal Water District (Three Valleys) to lease 
capacity at the Mir&"lar" Treatment. Plant for water supply in its Pomona Valley 
District.. The CoJIDission rendered D.811-10-061 on October 17, 1984 granting 
SoCaI authority to execute the agreements sought in A.8~-09-016. 

In September of 1985 SoCaI filed A.85-09-051 for a general rate increase. 
Part of the reason for the request was the participation by SoCaI with 'Ihree 
Valleys and other" agencies in the construction of the Hi~r Treatment Plant. 
As part of the evaluation of the application, CcmrAssion staff made a field 
investigation and conducted an informal public meeting on November 5, 1985. 
SOCal mailed a notice of the meeting to all its customers and included in that 
notice C«mlents regarding the impact on rates of the then under construction 



, ' 
t 

• 

• 

• 

treatlnent. plant. • 

The Cocrrnlsslon held forcal hearings in January and February 1986 on A.S5-09-
051. There was no oppOsition to the need for the treat.ment. plant., the roothOd 
of financing the plant. (t.hrough bonds arranged by Three Valleys) J or t.he 
recooroeooation by the staff that authorization to increase rates be contingent 
on <XXrpleUon of the plant.. There were no objeot.ions to this treatment. of the 
capital cost at either the publio meeting or at. the fonnal hearings. 

The ('Qcmission in Ordering Paragraph 14 of D.86-10-025 in A.S5-09-051 stated: 

"Southern California Water Company is authorized to file an advice letter 
with appropriate work papers (doounenlation) requesting a rate increase 
when the construction of the Mira.mar Treatment. Plant is ooropleted and is 
placed in service. The request.ed rate increase shall be reviewed and 
approved by the Cornrnission prior to becoming effective." 

Based on the review of Us staff and its prior decisions in this matt.er, the 
Ooornission granted the ut.ility its request. 

In establishing rates, the Coomlssion's role is twofold. Rates roost. be kept. as 
low as possible and, at the same time, be sufficient to cover operating 
expenses and provide a fair retum on the utility's investment. in its water 
system. You uny be assured that the utility's request. was thoroughly revie'""ed • 
and evaluated by the Ooomission before this increase was granted • 

\ole appreciat.e that you took the time to provide your opinions on the proposed 
rate increase. If you have any additional questions, please contact. OOn McCrea 
of oor staff at (1415) 557-0560. 

Very truly yours. 

WESLEY FRANKLIN, Olief 
Water Utilities Branch 


