Decision No. 4.5558 @ﬁgﬁﬁﬁiﬁ&

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNTA

In the matter of the Application

)
of the Southern California Water ) Application No. 32128
Company t¢ increase water rates ) .

in its Highland District. )

For Applicant: L. M. Wright, of OfMelveny & Meyers.

For Protestants: Highland Water Committee, by
C. J. Clark, Chairman;
J. W. Curtis, Jr., for Highland
consumers.

Commission Staff: Robert P. O'Brien, Supervising Engineer.

CPINION

The Southern Califernia Water Company, a corporation,
operating a number of water distribution systems at various places
in California and relatively minor electric utility ‘and ice
businesses, filed the above-entitled applicaﬁion on February 1.4,
1951, asking for authority to increase water rates in its Highland
District to produce an additional $22,610 of annual revenue based
on its 1951 estimate of operations. The proposed rates are set
forth in Exhidit A of the application. The operations in Highland
account for approximately 1% of the total revenues of the company &t
present rate levels. A public hearing on this application was held
before Examiner Edwards on October 3, 1951 at Highland, California.

Facilivies of applicant for serving water to customers
in this district consist of production, transmission, storage and
distribution equipment. The water supply is obtained from four
company~owned wells, two of which feed directly into the
distribution system, and two of which discharge into a

360,00C-gallon conerete reservoir located on high ground at
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City Creek Plant. As of December 31, 1950, the company used
102,722 feet of distribution pipe to deliver water to 786

customers located in the community of Highland and surrounding

territory.

Company's Position

In general, the company seeks to increase revenues by

85% in this district in order to bring the rate of return from
an estimated 0.97% up to 6.10%'for 1952 operations. Applicant
claims that this additional revenue is necessary for it to earn
a fair return of not less than 6% on its capital invested in
facilities used, and useful, in rendering service to thq public.
The reason it requests such a large increase at this time is due
to the dispreoportionate cost of new capital which has been required
in this area since the close of World War II, compared to prewar
costs. At the same time its rates are still at the prewar level.
Applicgnt's Exhibit No. 2 shows that common items of

material used in the system since 1940 show price increases ranging
up to as much as 163%. Furthermore, it claims that wages also have
increased sharply in this period and for the past five years ha&e
increased at the rate of 10.78% per year. During ﬂhe past few
years the rate'of return as computed by the company has exhibited
the following down trend:

1949 (Recorded)

1950 (Recorded)

1951 (Normalized)

1951 (Estimated)

‘Customer Statements

Several customers, as well as customer revresentatives
appeared at the hearing and made statementsin opposition to the
proposed rate increase. Some complaint was made as to sand or
rust in the water which applicant plans to remove by iﬁsﬁallation

of a sand trap. Most of the customer testimony concerned
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conditions of low pressure and lack of water during summer months
in previous years. During the past summer the company added
distridution plant and pipes which apparently have removed this
source of complaint. Concern was expressecd by the complainants
as to the fire hazard aﬁd lack of a sufficient number of fire
hydrants. The representative of the Chamber of Commerce asked
for elimination qf the 25 cents per customer fire hydrant rate.

The position taken by the representative of the Chamber

of Commerce with respect to other items was: (1) the rate shouid

be reduced rather than increased; (2) the gquantity of water
available for the minimum charge should not be decreased; (3) the
system should be built up to stand good pressure; (h) leaks should
be repaired more promptly, and (5) the utility should investigate
savings that would accrue by closing its local office and placing
collections in the hands of a local merchant who maintains
convenient office hours for the citizens to pay their bills.

In addition this representative forecasts a large
growth of customers in the area within two to five years'and
suggested that the utility's rate level should take into account
this potential growth.

A witness for the water consumers testified that there
has been an extreme drought in the area and, conseguently, a below
normal recharge of the underground basins during the past several
years, He claimed that the large current pumping charge will be
decreased considerably as soon as a year of normal rainfall occurs
and therefore permanent rates should not be predicated upoﬁ thesé
past abnormal pumping costs. This party introduced some comparative
rates of nearby systems which indicated that the proposed ratves

of applicant are higher than for other systems serving,adjoinihg
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areas. He also testified that with the recent improvements in

pressure and availability of water, the customers will use more

water, which condition was not properly reflected in the estimates

of future revenues,

Evidence of Farnings

Both the applicant and the Commission staff presented
analyses of earnings under present rates for the years 1950 and
1951. The following table briefly presents the results as
presenﬁed by applicant and by the Commission’s staff:

Highland Dlstrzct ~ Farnings on Present Rates

Company Exhibit No. 2 Staff Exhibit NoggB
19590 1951 S Aol

Revenues ' $ 25 163 $ 26,620 $ 25,163 & 26,480
Expenses and Taxes 1,552 22 630 21,902 21,921
Net Revenue 611 3, 990 3, 261 4,559
Rate Base (Depreciated) 177 623 209 640 167, uoo 203,100
Rate of Return 2.03% 1.90% 1.95% 2.2L%

The applicant also conmputed the rate of return for 1952
operations to be 0.97% under present rates and estimated that the
rate of return wader the proposed rates, after allowing for an
increase in federal income tax rates from the previous level of L7%
% the present 52% level, would be 6.10%.

The staff did not present an estimate for 1952 operations
but introduced Exhibit No. 4 indicating that for 1951 the rates
proposed by applicant would have yielded a rate of return of 7.35%
on 2 rate base of $201,900. The company took no particular
exception to the qt fL1s analysis except to point out the declining
trend in rate of return between 1951 and 1952 cdue to large capital
additions in the latter part of 1951 that are not reflected'on‘a

full-year basis in the 1951 weighted average rate base.

Conclusions on Earnings

It is evident that the applicant will be faced with the
problem of earning a reasonable roturn on the full amount of these

capital expenditures in 1952. These plant expendltures nade under
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today's inflated costs of labor and material, require increased
revenues to provide a fair return. Furthermore, the wage and tax
inereases, imposed or permitted with thc.approval of the federal
government, must be considered in determining rate increases if
the utility is to receive a reasonable return.

Having given consideration to all estimates of revenues

and expenses for the test year 1951, we find that for that year the

compény would realize net revcanues of approximately 14,850,

asswning applicant's proposed rates in effeet throughout the entire
period at a federal income tax rate of 52%. Vhen tested against 2
rate base of $H201,500, which we hereby adopt, a rate of return of
7.35% results. - As pointed out by protestant witnesses, there iz
probability of increased net revenues from larger unit customer
sales and from cconomies that can be offected under more efficient
management. In our oéinion, the increased revenues should offset
the declining trend in return, which would be experienced in 1952
and consequently a rate of rcturn of 5.9% for the test year 1951,
should cnable applicant to carn 6% in the future, which rate of
return we find to be fair and rcasonable.

On the basis of this finding, we conclude that additional
gross revenues of H16,190 arc required, and increased rates will de
authorized as set forth in Exhibit A hercin. This estimated inerease
in revenue is 36,420 less than requested by the company. Until the
operations of this district have been stabilized, the Commiésion
desires to be kept informed as to the cffcet of the authorized ratces
on the rate of roeturn. Therefcere, the company will be required to
file a statement showing the results of operation of this system

for the l2-month poriod subsequent to the effoctive date of this

order.
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Authorized Rates

The company's rate blocking has been changed, as well
as the proposed rate levels modified, to meev the findings of
this order. The company's present and proposed rates and
authorized rates for mctered service are cummarized in the
following tabulations:

A. Present Rates:

First 800 cu. £5. Or 1€5SS cevvrececns. $he50 par month

Next 1,200 cu. £t. @ .18 poer 100 cu.ft.
Next 1,500 cu. ft. Q@ .15 per 100 cu.ft.
Over 3,500 cu. £2. @ evrcerrncarencnnes -10 per 100 cu.ft.

2. Company Proposed Rates:

First 800 cu. ft. $2.75 per month

Next 1,200 cu. f¢. @ -24 pexr 100 cu.ft.
Next 2, ;000 cu. fx. .49 per 100 cu.ft.
Over 20, 1000 cu. 1. .16 per 100 cu..v.

. Authorized Rates:

First 500 cu. ft. $1.90 per month

Next 2,000 cu. ’t. .28 per 100 cu.ft.
Next 7,500 eu. f%. .21 pcr 100 cqu.ft.
Over 1C,000 ¢u. T .16 per 100 cu.ft.

Consistent with the change in meter rates the flat rate
has been established 2t $2 per month inctead of at $2.75 as
requested DY applicant.

Schedulesof rates for construction and other temporary
service and for private f{ire sprinkler service will be establishcd
as requested by applicant. However, the present fire hydrant rate
will be unchanged except to set out specifically that the charge
will apply to all consumers located within 500 feet of a fire
hydrant.

Afver reviewing all of the evidence brought before us
in the matter, it is our conclusion that an order should be

Lssued increasing the rates in accordance with the firdings herein.




EXHIBIT A
Page 1 of 5

Schedule No., 1
METERED WATER SERVICE

APPLICABILITY

Applicable to all metored water service.

TERRITORY

In and about the town of Highland, San Bernardino County, &as
delineated on the map included in the tariff schedules.

RATES

Per Meter .. -
Quantity Rates: ' Per Month

First 500 cl. £L. OF 10SS ecevveccesnaservsceseees $L.90
Next 2,000 cu. £t., por 100 cu. fhecececnccreresne :
Next 7,500 cu. ££., pexr 100 cu. fhesencsccecncens
Over 10,000 cu. ft., per 100 cu. fhececcvcveneeane

Minimum Charge:

For 5/8 X 3/4=3nch MOLEr vevesecssscsssnncnsccccaone HLG0
For B3/L=S0CH MOLEY veevveerererrorraromevnsces 2050
For 1=fnch MOLOr cescscvvscrcomencmancanneas L4200
For Li=50Ch DELOY evevecccsccssncccsnnnacanse 0,00
For 2-50ch 2eLET ceeecacee cesescnces 9,00
For B3=ineh MOLOY sesveccccctcccvccncnnossses 15,00
For L~inch meter secesssrrvevssrsveses 25.00
For bmineh MOLOY ceveveevrrcrcaccrrncanenase 4000

The kiinimum Charge will entitle the consumer
to the quantity of water which that monthly
minimum charge will purchase at the Quantity
Rates.
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Schedule No. 2

FLAT RATE WATER SERVICE

APPLICABILITY

Applicable to unmotered service to domostic and commercial
consumers.

TERRITORY

In and about the town of Eighland, San Bernardine County, as
delineated on the map included in the tariff schedules.

RATE

For each flat rate consumer, supplied through a service not to
exceed 3/L~inch, occupying not more than a single lot and using .
water within the premises and on the lot only, per mOntR c..ce..... $2.00

SPECIAL CONDITION

Xeters may be installed at the option of either the customer
or the Company, provided the installation is feasible.
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Schedule No. 3

TEMPORARY WATER SERVICE

APPLICABILITY

Applicablc'to-all construction and other temporaxy'wator'aorvice.

TERRITORY

In and about the town at Highland, San Bernardine County, as
delineated on the map included in the tariff schedules. ‘

RATES

(L) For each 100 square foet of concrete

s54eWaLlK CONSLIUCEOA wevveorrrsnasssssscnosmvscace 9020
(2) For each 100 linear feet of concrete

CUrd CONSEIUCLOA cevvevrrecvasssrsvvsnavosencancas ok
(3) For each 100 square foet of concrete

gutter constructed saceieeccercracccosnccncercacens 40
(4L) For each 100 square feet of concrete

StYeet CONSLIUCLEA srceceecvecrccrercsssssocssccnss okl
(5) For settling graded street, for each

100 square feet of street graded cecececsecsccecss 05
(6) For settling backfill of trenches, for

each lineal foot of trench with 16 square

fool ¢ross sectional ared, Or 1OSS cesevececcceses  oOL

For each lineal foot of trench of over 16 square
foot cross soctional area the rate per foot of
trench increases in proportion to the area.

SPECIAL CONDITIONS

1. For other temporary uses, the quantity of water used will be
measured or estimated by the Company. The charge for this water will
be made at the gquantity rate for General letered Water Service.

2. The applicant for such temporary service shall be required %o
pay to the Company in advance, the net cost of installing and removing
any facilities necossary in coanection with furnishing such service by
the Company.

3. The applicant for temporary service shall be required to deposit
with the Company a sum of money equal to the estimated amount of the
Company!s bill for such service or to otherwise socure, in a manner

satisfactory to the Company, the payment of any bills which acerue by
reason of such service so furnished or supplicd.
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Schedule No. 4
PRIVATE FIRE SPRINKLER SERVICE

APPLICABILITY

Applicable to all private fire sprinkler service.

TERRITORY

In and about the town of Highland, San Bernardino County, as
delineated on the map included in the tariff schedules.

Per Sexrvice
RATE , Per Month

For each inch of diameter of the 36IViCe eecerecacercess $L.00

SPECTAL CONDITIONS

1. The custamer will pay, without refund, the estire cost of
installing the fire sprinkler service.

2. The minimm diameter for {ire sprinkler service will be 4 inches
and the naxdmm dismeter will be not more than the diameter of the main
%0 which the sexrvice 4is connected.

3. The customer's iastallation must be such as to separate ef-
fectively the fire sprinkler system from that of the customer's regular
water service. As a part of the sprinkler service installation there
shall be a detector check or other similar device acceptable to the
Company which will indicate the usze of water. Any wnsuthorized use
will be charged for at the regular established rate for General
Metered Service, and/or may be grounds for the Company’s discontinuing
the fire sprinkler sexrvice without liability to the Company.

4o There shall be no cross-connection betwsor the fire spriniler
systen supplied by water through the Company's fire sprinkler service
to any other source of supply without the specific approval of the
Company. This specific approval will require, at the customer's
expense, & spoecial double check valve installation or other device
acceptable to the Company. Any such unauthorized cross-consection

may be the groucds for immediately discontinuing the sprinkler service
without liability to the Company.




Schedule No. 5
TIRE HYDRANT SERVICE

APPLICABILITY

Applicadble to all domestic and commercial consumers within a
distance of 500 feet from a fire hydrant.

TERRITORY

In and about the town of Highland, San Bernardino County, a.s‘
delineated on the map included in the tariff schedules. ’

Per Service
RAIE Per Month

For each domestic or commercial consumer,
within a distance of 500 feet from a fire hydrant,
there will be, in addition to the regular monthly
bill for metered or flat rate service, the following
charge for £ire protection SOIVACE .evecssreerorscescasess $0.25

SPECTAL CONDITIOKS

1. The Cempany will install additional fire hydrants under the
following. conditions:

(a) Yo additional madns will be installed for the
installation of a fire hydrant.

(b) Eydrants will be installed when required by any
governmental authority, or on the basis of one (1)
hydrant for six (6) additional consumers who
sign up for fire protection service; and aro each
vithin a distance of 500 feet from the proposed
hydrant.

2. The Company will assume no liability as to tho quantity of
water which will flow through any of those hydrants.

3. No water will be used through these hydram':s except for
fire fighting purposes.
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Southern California Water Company having applied to
this Commission for authority to increase water rates in its
Highland District, a public hearing having been held, the matter
having been submitted and now being ready for decision,

IT IS HEREBY FOUND AS A FACT that increases in rates
and charges authorized herein are justified, and that present
rates, in so far as they differ from those herein prescribed,
are unjust and unreasonable; thereforé,

IT IS HEREBY ORDERED that:

1. Applicant is authorized to file in quadruplicate
with this Commission, in conformity with Genmeral
Order No. 96, the schedule of rates shown in
Zxhibit A attached hereto and,after not less
than five (5) days' notice to the Comission and
to the public, to make said rates effective for
service rendered on and after January 16, 1952.

IT IS HEREBY FURTHER ORDERED that after twelve (12)
months of operation under the rate levels herein authorized,
applicant shall file a statement of rovenues and expenses
together with such memoranda as will enable the Commission to
determine the rate of retuwrn under the authorized rates. Such
data shall be presented on or before April 1, 1953.

The effective date of this oxrder shall be twenty (20)
days after the date hereof.

@ Dated at San Francisco, California, this g[ff day of
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