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B. Long-Term Debt Costs

The rates for new long-term debt are based on the average of forecasted Long-

Term Treasury Bond rates prepared by Blue Chip consensus forecasts, December 2011; Value

Line Quarterly Forecast, February 24, 2012, plus a spread of 225 basis points above the Long-

term Treasury Bond rates (see Exhibit SG-3, Direct Testimony of David M. Batt, Attachment

A). This differential is consistent with the evaluation by insurance companies that purchase San

Gabriel's bonds through private placements.

In Table A of Exhibit SG-3, Mr. Batt shows that the weighted average long-term

debt cost factor is 2.33% for the year 2013. Table B in Exhibit SG-3 is a tabulation of the

weighted average long-term debt costs for the years 2012 through 2015.

C. Capital Structure

Table A in Exhibit SG-3 is a tabulation of the projected weighted average capital

structures and cost factors for the years 2012 through 2015.

Table C in Exhibit SG-3 is a tabulation of the actual 2011 and the projected

average common stock equity for the years 2012 through 2015. The projected growth in

common stock equity results from projected retained earnings based on the recommended

ROE and maintaining San Gabriel's current dividend payout rate on common stock equity.

IV. REVENUE REQUIREMENT AND RATE ADTUSTMENTS

San Gabriel proposes that any changes to its adopted revenue requirement

resulting from the return on rate base adopted in this proceeding be made effective in rates

using the Commission's adopted rate design procedures on January 1, 2013, implemented

through a compliance advice letter, and if so triggered by the Cost of Capital Adjustment

Mechanism on January 1, 2014 and on January 1, 2015, respectively, by Tier 2 advice letters

submitted by October 15 of the prior year. Attachment B contains the presently effective

rates. Attachment C contains the most recently adopted Summary of Earnings for the Los

Angeles County and Fontana Water Company divisions, as well as for the company as a whole.










































































