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BEFORE THE PUBLIC UTILITIBS COMMISSION OF THE STATE OF CALIFORNIA 

Application of 1:JHITTIER ~;ATER COMPANY ,) 
a corporation, for authority to ) 
increase public utility water ) 
corporation ratos. ) 
- ~ ~ ~ ~ - - - - - - ~ - - - - - - - ) 

) 
Application of i;JHITTIER I'TATER COEPANY,) 
a corporation, for authority to ) 
charge and assess flat rates for ) 
domestic water service. ) 

Application No. 32350 
(Amended) 

Application No. 32362 

William N. Park~ and C. L. Gardner, attorneys, 
for applicant; ;>1rs. s. bi~~o , r~:·s. w. P. Erick§..Q,n, 
r-:rs. c. R. Rhodes, ~_f!,:>!renc~ J •. ':"dam.,f., k.1r..§.... Iolr.triQ1l 
Lee Ellis, ~i.3 J .. EV(ln~, Ken Tn ilma,n , E;d'..-ard Hall, 
,~~ ~ N ~ch~oth ¥~" Ray~o~~ A !D~l'~~n~ :.l~ .:;). v. • v ";.;.-:-.-1 :..:.~..,;, .1.'. .. ... li • n.,., ...... J" 

i'-'!rs.. Philip Sont-;0n, Adclcdde 8~,r~s, protest~nt
consumers; Keny('m F.. Lee, attorney, for Murphy Ranch 
Mutual 1:1D.ter Company; C. G. Ferguson and Theo Stein 
for the Commission staff. 

itlhittier -Vlater Company, by the above-entitled applications 

filed April 26, 1951, and April 27, 1951, respectively, request 

authority to increase rates for public utility water service, and 

the establishment of flat rates for water serVice, in unincorporated 

territory south and east of the City of ~.vhittier, Los Angeles County. 

The rate increase application was amended August 24, 1951, and was 

again amended November 27, 1951, to reque~t the est~blishment of 

a different schedule of rates than or'iginally applied for in 

Application No. 32350. By its interim opinion and order in 

Deci~ion No. 45659, dated ~~y S, 1951, in Application No. 3~362, 

the CommiSSion authorized applicant to file a schedule of emergency 

monthly flat rates. An increase in said flat rates was requested 
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by the afore-mentioned second amended application in Application 

No. 32350. Applic~nt also requests authority to abandon its 

presently filed wholesale rate for sales to other public utility 

water corporations. At the hearing, applicant requested authority 

to adjust its books of account to reflect the results of a physical 

inventory ~nd historical cost appraisal of its useful properties 

prep~red by applicant's engineering consultants and oub~itted at 

the hearing as Exhibit No.2. 

These matters were consolidated for hearing, and public 

hearinss therein were held before Examiner Warner on December 5 

and 6, 1951, in ~hitticr, and the matters were submitted upon the 

filing of additional eviJenc0 ()1'l I'.Jccmb\·~:r J.;, 1951.. 

incorporated April 15, 1907, and commenced operations in the 

vicinity of :r.hittier prior to enactment of the Public Utilities 

Act. Some of the operations of its predecessors in interest date 

back to the year 1$91. Its presently filed schedule of rates was 

o.uthori~ecl. b:, the COl'rlI'lli5;Jion' ~ Decision No. 9675 d.ated October 2S) 

1921, in Application No. 4$15 1 except for the afore-mentioned 

emergency flat rates established by Decision No. 45659 in W~y) 1951. 

No other rate increase has been authorized by the Commission for 

applicant since the year 1921. Applicant's service area, as 

generally delineated on the map filed at the hearing as Exhibit No.1, 

comprises about 11~000 acres of rapidly growing territory located 

in the ~outhcast portion of Los An;;eles County. In prior years this 

area was largely devoted to ~.griculturc and citrus and l>!alnut 

groves but due to the rapid expansion of suburban Los Angeles, 

portions of the a:::-ea have been subdivided and many new homes 

have been constructed therein. The following tabulation indicates 
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the growth in number of consumers and total water sales from 1947 

through the year 1952 estimated. It also indicates tho substantial 

i~craasc in domestic and consumer water sale6 and decreas~ in irriga-

tion water sales: 

onsUIneor"S: Water Sales Inch Hours 
Average : orncstic . . . . Number : & . . 

:Year: Per Yenr: Commercial Industrio.1 Irrigation Total 

1947 1,074 27$,9:)0 97,500 950,$00 1,327,200 
194$ 1,301 379 , 5$5 $7,750 936,76$ 1,404,103 
1949 1,735 411,204 77,895 $9$, $35' 1,3$7 1 934 
1950 2,205 544,13$ 92,474 665,465 1;.302)077 
1951 ),5J...S 1,003,125 100,0$5 ,09,46:3 1;614,67; 
1952 5,7Lr3 1,659,l46 98,300 LrS3,OOO 2,240,446 

Production and Transmission System 

Applicant's production and transmission system comprises 

the following: (1) The right to 250 minerts inches of water produced 

at its Bassett plant, located adjacent to the'San Gabriel River 

between the towns of El Monte and Puente, south of Garvey Boulevard 

and north of Valley Boulevard, near Five POints, from which water 

is transported a distance of about 5 miles through a 4S-inch main 

o~~ed by California Domestic Water Company, a mutual water company, 

to a central distributing point near the intersection of Palm Avenue 

and Beverly Boulevard in Whittier; (2) Its Bartolo plant, also 

located adjacent to the San Gabriel River, consisting of three 

artesian wells and one pumped well, producing between 100 and 300 

ciner's inches, ~s required, whence water is boosted over an inter

vening hill through a 16- and 20-inch pipe line l! mi10s south-to 

the aforesaid central distributing point at the intersection of 

Beverly Boulevard nnd Palm Avenue; and (3) Pur:has0s from 

Colima Tract ~'Jater Company and Rose Hills ~lcmorial Park. Purchases 

from Colima Tract Water Company are on the basis of lOO-hour inches 
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of continuous flow, 14 hours per day, from ~~y 1 to' October 31, 

or ll400-hour inches per day for six months, ~ounting to 

252,OOO-hour inches. Purchases from Rose Hills Memorial Park arc 

minor. 

The land, wells, and p~~pine facilities at both the Bassett 

and the Bartolo plants are now o~ncd and operated by applicant. 

Howevur, the record shows that co~plction of the Whittier Narrows 

Flood Control Dam, now under construction by the U. S. Government, 

'''''ill necessitate the protection of t.he Bartolo wells by concrete 

casings and the relocation of the Bartolo pumping plant to a site 

just bolow the dam. Included in applicant'S estimate of capital 

expenditures for 1952, submit.ted as Exhibit No.6, .is an amou."lt of 

$45,000 for IIAdditions to Bartolo Rcloc~tion'l, estimated to be 

completed by V~y of 1952. However, applicant's Witness, 

C. A. Garnier, president, testified that negotiations with the 

U. S. Government for flowage easements on the 94 acres, more or less, 

of Bartolo plant land had not been completed, particularly with 

respect to the final sum to be paid by the government to applicant 

for such easements. This witness further testified that such 

negotiations might not be completed for at least three years. The 

record shows that the U. S. Government has deposited ~~94,OOO to 

applicant'S account in partial payment of such easements but the 

record does not show to ",hat use this money has been put, if any, 

whether it bears interest, whether applicant int~nds to include it 

in operating income or in nonoperating income"whether it is to be 

used to retire indebtedness, or w'hethcr it is to be put to some other 

corporate use. It is important that the Commission be kept. informed 

on this subjectl and the order herein, therefore, will provide that 

applicant shall file with the Commission a detailed statement of the 

source and disposition of any lump sum payments to applicant by the 
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u. S. Gover~~ent which have been received. The order will also 

provide that applicant shall continue to file with the Commission 

a r~port every six months indicating the progress of nego~iations 

with the government regar.ding th0 relocation of th~ Bartolo plant, 

together with a detailed statement of any payments received from the 

govor~~ent, and expenditures thereof made by applicant, until final 

settloment with tho government and relocation of the Bartolo plant 

have bc~n effected. 

Distribution System 

From the intersection of Palm Avenue and Beverly Boulevard 

in \'Jhittier, Welter is conveyed through .:I.pplicant T s lIMain Ditch"! which, 

in part, consists of the original covered concrete ditch, and of 

which tho bal.:l.nce is steel or concrete pipe. The I'Main Ditch" pipe 

line, originally constructed a.s part of an irrigation system in 

1910, traverses the City of T:/hitticr from northwest to southeast and 

follows a meandering route under nei'; concrete highw'ays and freeways, 

~arkets and subdivisions. Consequently, its maintenance has presented 

a probl~l':l to applicant. 

Applicant's estimated operating expenses for the year 1952 

as shown in Exhibit No. 3 include a total of $30 1 000 for repair and 

maintenance of the 1?Main Ditch l1
1 sproa.d over a .future S-yea.r period" 

co~encing with the year 1952. This is in addition to estimated 
capital replacements attributable to the "M.:lin Ditch" during 1952 

of ~22)OOO) and the replacement of 1,000 feet of 36-inch line on 

\lhittier Boulevard in the additional amount of $36,000, for which 

applicn~t will be reimbursed by the State Highway Department. 

Connected to the distribution system are seven booster 

pumping plants. Two booster plants deliver water into an $25:000-

gallon concrete reservoir located on the northwest corner of 

Californi<l Avenue and 6th Street in Enst ~·Jhitticr. This reservoir 
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serves sooe of the higher areas in its viCinity; the Cullen Street 

booster station increases the pressure in a small area adjacent 

thereto; the Gr~nada booster plant serves a second pressure area 

in the vicinity of Granada Street and Stamy Road; a booster plant 

installed in June, 1951> incr~ascs the pressure in an area just 

south of the California Street res~rvoir. Additional booster 

stations ~re planned for 1952 on South Painter Avenue and on the 

Rincon Ditch in order to incre~sc pressures in other areas on 

~pplicant's distribution system where low pressures have been 

complained of and are known to exist. The original fundamental 

design and construction of applicantTs water system for irrigation 

purposes, primarily, and the c~nge-over to domestic residential 

suburban service during most recent years and months, have required 

the pressuring by booster plant installations of various s,ecific 

low-pressure areas. 

Consumer Compl~ints and Applic~nt's Plans Relating The~ 

Several consumers appeared at the hearings to protest 

the gr~nting of an increase in rates until and unless water 

pressures and other operating conditions arc improved in their 

residential areas. Petitions in this regard were f.iled by residents 

of the Phoenix Tract and the Sorenson ~mnor Tract. Residents of 

the Lake ~~rie Homes Tract protested any increase in rates but did 

not complain ~bout service. In nddition, a representative of the 

Blue Pacific Lodge, a 22-unit motel, protested the rate increase, 

~nd an appear~nce and protest was also entered for the Laurel 

L~mbert Tract. Mrs. Songen complained of debris and dirt in water 

coming from household faucets in her home in the Phoenix Tract. 

The company's witness, Garnier, testified that pressures had been 

increased in 1951 along California Street; that the ~tills Street 

booster plant and Gran~da booster plant installations ~d increased 

pressures in their vicinities during the past year and during the 
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past few ~onths~ respectively. He further testified that planned 

capital ~~provements for the year 1952 would increase pressures on 

Sorenson Avenue, that a booster plant would be installed south of 

the Boys School to improve pressures in the Hersch Edmunds Tract 

and the Wilson Tract, that it would be neccssury to enlarge the 

mains in the vicinity of Cullen Street , and that pressures in the 

~rnittier Grove Tract would be improved, that applicant had spent 

$400,000 within the last 22 months, and that he estimated that 

applicant would spend approximately ~~200,000 within the next year 

fo~ capital improvements to improve service conditions. The 

~ollowing tabulation is a schedule of such planned capital improve

ments for the ye~r 1952 as shown in Exhibit No.6: 

Estimated 
Cotlpletion 

Do.te 

rr.a:'ch, 1952 

¥Jarch, 1952 
April, 1952 
Nay, 1952 

November, 1952 

DescriEtion 

Installation Pump Station, 
South Painter Avenue 
Cement Line Cole Road Line 
Replace l1000f 36" line Whittier Blvd. 
3,000,000-gal. Reservoir in 

E.lst Whi~tier 
Booster Station on Rincon Ditch 

Gross 
Estimated 

Cost 

13°1000 
22,000 

Total Improvements - Year 1952 216~250 

Financing 

Y,< Of this amount, $18) 000 will be 
donated by State Highway Department. 

In order to finance the planned capital improvements for 

the year 1952, including those designed to improve service as shown 

above, and also including additional installations in subdivisions 

and tracts, and the addition of new services and new meters, 

applicant alleged that it would be necessary to secure outside 

capital; that in order to secure ouch outside funds 1 its capital 

stock should be attractive to outside investors; and that in order 

that its capital stock be attractive to outside investors 1 its 

-7-



e A-3Z350 (Amendea) 
A-32362 

financial condition , as reflected by its balance sheet, and earnings 

position for the years 1950 and 1951 estimated at the present rates, 
would have to be substantially improved through tho ostablishment 

of ~he rates requested in the applications herein. 

Applicant has a total authorized capital stock of 80,000 
shares of the p~r v~lue of $50 each and of the aggreg~te par value 

of $4,000,000, of which 3,000 shares of ~he aggregate par value of 

$150,000 had been issued as of September 30, 1951. 

According to its balance sheet of September 30, 1951, 

applicantTs properties were subject to a mortgage payable to 

Pacific Mutual Life Insurance CompD.ny in the amount of ~;;250, 000. 

The balance sheet of thnt date also showed, ~mone other things, 

notes payable to the Security-First National Bank of Los Angeles, 

amounting to ~85,OOO; accounts payable amounting to ~>42,2Sl.02; 

and consumers' ~dvances for construction ~mounting to ~~409,943.76. 

Total current assets as of September 30, 1951, amounted to 

~~46,691.26, \':hich included :i~6,5S1.04 in cash and $32,856.71 in 

accounts receiv~ble. Surplus amounted to ~52,633.67 ~s of the 

same date. 

By the Co~~issionfs Decision No. 46300 , dated October 15, 

1951, in Applic~tion No. 32777, applicant w~s authorized to issue 

o.t par value of ~~50 per share~ 2,000 shares of its Class-A 5t% 

cumulative preferr(~d stock (aggreeate par value of ~lOO,OOO)J and 

1,000 shares of cornmon :;:;tocl-:: (aggregate par value of ~~50,000), 

(total aggregote par volue of ~;~150JOOO)J for the purpose of paying 

a note outstanding in the a~ount of ~~SO,000 o.nd of financing the 

cost of o.dditions to its plants and properties consisting princi

pally of mains, services, and meters to serve new customers. It 

was also authorized to issue 8,000 shares of its Class-B 3% 
cumulR. ti vo preferred stock (aggregate pc.r value of $4CX)~ 000 ) ~ to be 
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offered to subdividers who have made ~dvances for construction, in 

exchange for their advances at dollar for dollar. The witness, 

G~rnier, te~tified that applicant planned to refund to subdividers 

advances for construction in the amount of at least $300,000 

Y'wi thin the next 60 d~yso1 through the issuance of such Class-B 

preferred stock. However, he further testified that as of 

December 6, 1951, no such refunds had been effected and no stock 

had been issued. 

Present and Proposed Rates 

A summary 'and comparison of ~pplieant's present and 

proposed r~tes (second ~cndcd applic~tion) is shown in the following 

tabul.1tion: 
Present Proposed 

Rtt tcS):' Rtl. tes 
GENERAL METERBD SERVICE 

Quantity Charg<.:: : 

First 600 eu.ft. or less .......... ,. ........... 
Next 1,400 cu.ft., per 100 eu. ft ............ 
Over 2,000 cu.ft. , per 100 cu. it ....... _ .... 
First 800 cu.ft., or less ................. 
Next 1,200 eu.ft., per 100 cu.ft ••••••••••• 
Next 1,000 cu. ft. , per 100 cu·.ft ..... ~ ........ 
Over 3,000 eU.ft. , per 100 eu. ft ........... 

Minimum Charge: 

For 
For 
For 
For 
For 
For 
For 

5/S x 3!4-inch meter, 
3!4-inch meter, 

I-inch meter, 
l~-inch meter, 
2-inch m~ter, 
3-inch meter, 
4-ineh meter, 

per month ••..•••.• 
per month •.•.••••. 
per month ••..•.••• 
per month ••••••••• 
per month~ •••••••• 
per month •..•.•••• 
per month ••....••• 

rr.ONTHLY FLAT RATES 

For ccch rczid0ncc· including one lot 

$1~00 
.12 
.07 

consisting of i acre or lcss J per service ••• 
For each additional i acre ••••..••.•.••.....•.• 
For each additional residence on lot ••••.•..•.• 
For each single family residence including 

~2.00 
1.00 
1.00 

one lot consisting of 10JOOO sq. ft. or 
less J served throush a 374t! service ••••••.•• 

Each additional 100 sq. ft. in excess of 
10,000 sq. ft ... " .. til ......... " ••••••••••••••• 

(Continued) 
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VIHOLESALE DOMESTIC RATES 

Present 
Ratcs* 

Applicable to s,').les to public utility 
water componics per minerTs inch 
hour (72 cu.ft.). ••.•••.••••••••••••.••••••• $0.04 

IRRIGATION RATE 

Quantity Charge: 

Pcr minerTs inch hour (72 cu.ft.) ••••••••••• $0.04 

:-1inimUr.'l Charge (Annual): 

For 
For 
For 
For 
For 
For 
For 

s/s x 3!4-inch mcter J 
3!4-inch metcr J 

l-inch meter, 
l~-inch meter J 

2-inch meter) 
3-inch r.1ctcr) 
4-inch meter, 

per annum ••••••••• 
per ~nnum ••••••••• 
por annum •.••••••• 
per ann~~ ••••••.•• 
per ~~nnUl':l ••••••••• 
per annum •...•••.• 
pcr onnum •..•.••.• 

INDUSTRIAL RATE 

Quantity Charge: 

$ -

Proposed 
R..'!I.tes 

$ 0.05 

21.00 
27.00 
42.00 
60.00 
90.00 

lSO.OO 
300.00 

Pcr 42-gallon barrel ••.•.••.••.••.•••••.••• 30.00295 $ 0.0054 

!v!inimum Charge: 

MO:l'thly lVIcter Charges....................... ;1~ -

MURPHY RANCH CONTRACT 

Qu~ntity Charge: 

Pcr miner's inch hour {72 cu.ft.) ••••••••••• 
v 

~ -
Annual Iv!inim1.lIl1 Cho.rgc ••.•.••...••...........•.. 

* Present gcnor~l metered service, wholcs~l~J 
irrig~tion and industriul rat0s established 
by Decision No. 9975, dated J~nuary 9, 19221 
in Applic~tion No. 4$15; present flat rates 
~stablishcd by interim opinion and order in 
Decision No. 45659 J de ted r·!z.y S, 1951, in 
Applic~tion No. 32362, hJrcin being con
sidered. 

Same as 
general 
metered 
serv.ice 

:~ 0.045 

$ 6,000.00 

App1ic~nt proposes to abnndon its wholesale domestic rutc 

~pp1ic~blc to s~los to other public utility water companies. As 

applicant has no consumers using this schedule and no prospective 
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consumers for this service) it will be authorized to abandon the 

schedule. Also ~ tho record shows that the ~Iurphy Ranch contract 

'1:ar. executed on December 5, 1951, and a copy wa.s filed at the 

hQaring as Exhibit No.5. The rate provisions of this contract for 

\'l~"\tcr deliveries are those requested in the app1ic~tion and approval 

of the contract will be granted by the order herein. 

The record shows that 49.5~~ of the consumer months fell 

in the consumption block of 1,100 cu. ft., or lcss~ per month 

during the yoar 1950, and that their average charge w.:\s ::;11.60 , or 

less, per month. Und.er the proposed zcneral mct0red si?~'vice rates 

this ... lQuld incroa~e to t2.23 or an incr~asc of 39%. The Commission 

authorized on an ~mcrgcncy basis in ~~y, 1951, by its D~cision 

i~o. 45659 hereinbefore referred to 1 tho establishmc;:nt of a ;~2 por 

month flat r~te which, as of December, 1951, was being applied to 

approximat~ly 400 consumo~s, and Which is Qstim~tcd to be applied 

to a total of 657 flat rate consumers by the end of 1952. Tho 

proposed flat rato of ~3.50 rQprcs~ntz a 75% increase for those 

conSU!1lcrs. The flat rate was authorized by the Commission upon 

applicantTs allegation in May, 1951, that it was unable to obtain 

meter~ for the Lake Y~rie Homes Tract, the r~sidents of which were 

r~questing ~~edi~te water service at that time. The rate schedule 

provided that I':1eters would be installed by applicant Y'as soon as 

prJ.cticJ.ble ll
• The witness 1 Garnier.. stated tha,t applic~mt 1 a~ of 

December1 19511 hL=ld been un.:blc to obtain .0. sui'i'icient number o:f 

meters from either Hersey Manufacturing Company (through ~:hittier 

Utili ties Supply Co.-npony which supplies applic<lnt with meters) , 

or ~ny other of its usual or other known sources of meter supply 

in sufficient quantities to supply the Lake rarie Homes Tract or 

to moet the demands created by the lcrge subdivision water system 

installations being constructed elsewhere throughout applicant's 
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service area. A letter by applicant to Whittier Utility Supply 

Company dated December 11) 1951, a copy of which was filed at the 

hearing as Exhibit No. 10, indicates that, making no allowance for 

flat rate customers now on applicuntTs system, it h~d an ~mediate 

need for a tot~l of 793 meter~ distributed as follows: For Tracts 

Nos. 16661 and 16565 (305 meters), 16082 (205 meters), 17299 and 

15975 (206 meters) and 17259 (77 meters). In its reply, dated 

:)eccmber 12, 1951, to this letter, Vlhitticr Utility Supply Company 

stated that it 'Vias holding 510 meters in inventory for applicant, 

and expected to supply 283 additional meters within the next 

120 days. It also stated that commencing ~by J., 1952, it appeared 

that it ""ould be able to furnish applicant 80 meters per month. 

A letter by ~pplicant addressed to Neptune Meter Company dated 

December 7, 1951, requesting a bid by Neptune on at least 1,500 
J 

meters, was un~nswered as of December 13, 1951. 

It appears that applicant is still experiencing difficulty 

in obtaining a sufficient n~~ber of meters to complete installations 

throughout its service area, and the Commission's interim opinion 

and order authorizing the establishment of a flat rate will, 

thercfor~~ be made final by the order herein except that the flat 

rate of $2 per month, established by Decision No. 45659, will be 

increased to ~~2.50 per month J and the special condition contained 

in th~ order regarding installation of meters will be retained. 

Earnings 

A report on applicant'S carnings~ prepared by an 

accountant witness for applicunt, covering the years 1947 through 

1950 as reported to the Commission in annual reports, for the year 

1950 adjusted and reclaSSified, and for the years 1951 and 1952 

esti~atcd at present and proposed rates, was submitted at the 

hearing as Exl1ibit No.3. This report utilized the results of an 
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historical cost appraisal submitted as ~~ibit No. Z prepared by 

applicant's engineering witness. A report on applicant's results 

of operation for the year 1951 recorded and estimated, and the 

year 1952 estimated, at present and proposed rates was submitted 

by Commission staff en6ineering witnesses as Exhibit No. 13. The 

information contained in Exhibits Nos. 3 and 13 is summarized in 

the following tabulation: 

:Yellr 19$1-:1-: 
Year 1920 :=stimated : Year 1952 Estimatee 

: Acl.j'd.& :~cs.~tes:Pres .. Rates: Proposed H.a.tcs'i\"'I4 
:Reeordcd:Roclass'd.: Per PUC : Per PUC :.Per Co. : Per PUC : 

Item : Per Co. Ex. (t3 : Ex. f,!t3/J. : Ex. l/131> : Ex. 113 : Ex. /1:13t : 

O?Oratir.~ Revenues 
::etereCl 086,$78 $85,717 OJJo,,0$6 0l.56,540 0218,,96.3 ~2211$25 
?l£.t - 861 ~.!1l9 17z700 3).t0~6 30z~72 
Total Opcr .Rev • 36,578 86,$78 1.33,175 171;:,240 252,0 9 252, 00 

QEer~tin~ Expen:ses 
BlJ!ore 'raxes CL 
Dopreci;l.tion 58,237 49,78.3 72,340 99,8.30 ll4,724 100,040 

T~"(e.s 7,82$ 7,722 9,900 16,83$ 1..8,053 551860 
Deprec~tion 16,693 

Total Oper.E:~. 82,755" 
21:900 
79,40$ 

27z4l.J.4 
109,684 

37,t923 
154,~S8 

37,2800 
200,577 

37.z923 
193182.3 

Net Oper~ting Rev. 3,823 7,173 23,491 19,652 51,482 58,677 

Rate ~se II 
556,900 87$,078 8241613 87$,078 (1) 

(2) 97$,078 975,,078 

Ra;t.e or Return 4.22% 2.25%(1) 6.24% 6.71%(l) 
2.02%(2) 6.02%(2 ) 

':1- Nine !':l.onths recorded, .3 :nonths estwted.. 
. ~,* Per Second .V!le.."'lded Ap!,lication No. 323$0 filed :~ovetlber 271 
~ Revised to L"'ldicctc corrected c~pi~lization of overheads. 

1951 • 

if DepreCiated R~te Zase. 

(1) ~d (2) - Rate ~:es Sh~linG e££ect on Consumers' Adv~ces 
before and niter retundine provisions ~uthorized by P.u.C. 
Decision No. 46300. 

In discussing Exhibit No.3, applicant'S accountant 

witness testified that he had found it necessary to adjust and 

reclassify applicant's books for the year 1950 as a starting place 

for his estimates of operating expenses for the years 1951 and 1952 
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at the present and proposed rates. These adjustments and reclassifi

cations had been found to be necessary for the reasons that; (1) 

certain operating expenses should have been capitalized; (2) certain 

operating expenses themselves had been incorrectly classified; and 

(3) some operating expenses not relating to applicant's operations
J 

including certain power bills paid by applicant for Rivera V/ater 

System, another public utility water corporation which shares some 

of applicant's facilities, had been erroneously charged on appli

cant's books. T~ese net adjustments resulted in a reduction of 

$$,354 in total operating expenses for the year 1950 recorded, 

before taxes and depreciation. 

Applicant'S estimate of operating revenues for the y~ar 

1952 as shown in Ey~ibit No.3 was based on an average of 4,$15 

general metered service consumers. 

The estimates of operating expenses for the years 1951 

and 1952 on a normal basis, ac presented by applicant's witness in 

Exhibit No.3, included substantial increases in the cost of water 

purchased due to increased amounts estimated to be purchased from 

the Colima Tract ~later Company during 1952 to supplant applicant's 

sources of supply from the Bassett and Eartolo wells. Applicant's 

1952 estimate of operating expenses also included substantial 

incre~ses in the cost of repairs to pumping equipment, including the 

overhaul of gas engines at the Bassett and Bartolo plants every 

three years, the overhaul of deep well pumps and motors every five 

years, and the overhaul of booster pumps every seven years. A 

substantial increase in the cost or repairs to its mains, effected 

by the repairs to the "Main Ditch" in the amount of ~6 ,000 per year 

for five years, was also included in the 1952 estimate. Other major 

increases in operating expenses submitted by applicant, and as shown 

in Exhibit No.3, are attributable to increases in salaries to 
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general officers and employees. The record shows that the total 

salaries on the ~f.hittier Water Company pay roll, including salaries 

prorated to Rivera Water System, amounted to ~54,564, on an annual 

basis, as of October 1, 1951. These salaries reflected a wage 

increase granted on that date. Applicant's 1952 ad valorem tax 

estimate included an increase in general property tax anticipated 

to be le~ied by Los Angeles County if and when applicant's books 

were adjusted to reflect the historical appraisal shown in Exhibit 

No.2. The 1952 total tax estimate included increases in pay roll 

taxes, due to i~creases in wages; increases in county franchise 

taxes, due to estimated increases in revenues; and increases in 

state and federal income taxes, due to increases in net income 

resulting from the proposed water service rates and due to increases 

in federal income tax rates. A federal income tax of 52% was 

utilized in applicant's estimate. 

The difference between applicant's estimated operating 

expenses of $114,724 and the Commission staff estimate of $100,040 

is accounted for, primarily, by transmission and distribution 

expenses, a difference of $3,048; commercial expense, a difference 
of $3,470; and total general and miscellaneous expenses, a difference 

of $8,149. 

The record shows that in addition to employing a president 

and general manager, secretary, treasurer and office manager, and 

assistant treasurer, as general officers, a superintendent, two 

pumpers, an engineer, three servicemen, and three office clerks; 

applicant's meter re~ding, billing, mailing, commercial accounting, 

bookkeeping, secretarial and certain other office work are performed 

by C·arnier Construction Company on a fee basis; also, much of appli

cantts engineering work and. capital construction work are performed 

by Carnier Construction Company; also, legal retainers are paid, and 
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much of applicant's work in this proceeding was contracted for on the 

outside. This outside work, the cost of which will amount to more 

than ~15,OOO consisted of the preparation of the inventory and 

appraisal at a cost of .~10, 000, proposed by applicant to be spread 

over a 10-year period for rate-making purposes, and the preparation 

of the independent accountant's report on estimated earnings,' 

attorney's fees, and typing, at a cost of ;p5,COO, proposed to be 

spread over a 5-year period for rate-making purposes. 

It is concluded after a careful review of the record in 

this proceeding that for a company of this size, and for a company 

which serves the compact operating area which this company does 

serve under the service and operating conditions experienced by it 

and with the sources of water supply outlined hereinbefore, the 

combined salaries and fees for outside services are excessive and 

result in depressing applicant'S estimated earnings. The record 

does not cont~in evidential support for the inclusion of the full 

amour.t of such services in the estimated operating expenses for the 

year 1952. Total estimated operating expenses for the year 1952 

adopted for the purpose of this proceeding will amount to $181,000. 

The estimated average rate base for the year 1952 as 

presented by the Commission staff engineering witness is greater 

than the estimatf3d rate base present ed by applicant's engineering 

witness for the reason that the staff's estimate was prepared after 

September 30
1 

1951, baned on nine months' actual experience for that 

year, whereas the applicant'S estimate was prepared after June 30, 

1951, based on but six months' actual experience for the year 1951. 

A letter dated December 11, 1951, submitted as Exhibit 

No. 11, signified applicant's agreement to the acceptance, for 

accounting pu.rposes, of the "remaining life basis for depreciation." 

This basis was utilized in the annual depreciation expense estimate 

-16-



A-32350 (Amende~ 
A-32362 

and depreciation reserve requirement included in the staff Exhibit 

No. 13. It is hereby adopted for the purposes of this proceeding. 

It is evident from the record that applicant is in need 

of" some financial relief but the operating expenses estimated for 

1952 are considered to be excessive as noted hereinabove. The order 

herein, therefore, will authorize the filing of a new schedule of 

rates which are considered to be just and reasonable. The new 

schedule of rates will produce total est~ated operating revenues of 

;~240,000 for the year 1952, an increase of $65,760, rather than the 

increase of $7$,260 requested. It is estimated that normal net 

operating revenue, after taxes and depreciation, will be ~59,000 

which, when related to the estimated average depreciate.d rate base 

of $$75,070 and before taking into account the refunding provisions 

authorized by Decision No. 46300, will produce a rate of return of 

6.7%. If applicant refunds $200,000 of consumers' advances for 

construction during the year 1952, or an average of $100,000 during 

that year, the rate base will be increased to $975,070. vfuen the 

above estimated normal net operating revenues of $59,000 are related 

to the latter rate base, they will produce a rate of return of"6.0%. 

Reouest to Adjust Books of Accounts to Reflect Historical Cost 
Appraisai. 

With respect to applicant's request to adjust its books of 

account to reflect the results of the historical cost appraisal 

submitted as Exhibit No.2, this appraisal showed total undepreciated 

fixed capital, including overhead, of ~9l3,l16 as of December 31, 

1950, as contrasted to total undepreciated tangible fixed capital of 

$764,076.77 as shown in the balance sheet for December 31, 1950, . 

attached to the orisinal Application No. 32350 as Exhibit A. Appli

cant's witness testified that the most significant difference between 

the appraisal and the book accounts was in Account C-17, Transmission 
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Mains~ due to the fact, as shown in the record, that applicant's 

predecessor owners and operators had failed to enter any charges to 

~his and other accounts during the period 1945 through 1949, for 

unexplained reasons. The depreciation reserve requirement as shown 

in Exb.ibit No. 13, ho\'rever, is estimated to be ~214,117 as of 

December 31, 1950, as compared with the book reserve of $163,726. 

Applicant's request to adjust its books to conform to the appraisal 

shown in Exhibit No. 2 and to set up on its books the depreciation 

reserve in the amount of the reserve requirement indicated therein, 

appears to be reasonable and will be authorized by the order herein. 

However, the total cost of the inventory, appraisal and special audit 

in connection with the restatement of the books for the year 1950 

will be charged to su:plus rather than to future operating expenses. 

Applicant should exert more care and diligence in recording future 

additions to capital in accordance with instructions contained in 

the Uniform Classification of Accounts for ~\]ater Corporations 

prescribed by this Commission. The record shows that applicantrs 

books of accounts have not been so kept, not only with respect to 

its capital accounts, but also with respect to its segregation of 

accounts between operating expenses 'and capital accounts and as 

among operating expense accounts themselves. 

The record reveals a somewhat complicated affiliated

interests relationship between applicant's president, its supply 

company, its construction company and other affiliated operating 

companies. Applicant is placed on notice that the Commission will 

expect these relationships to be simplified and that l,vhittier Water 

Company's books, records, and afr~irs be rearranged so as to be 
. 

caintained and co~duc~ed independently of other affiliated 
- ,_ .... '_ I , , ~ • 

"pcrations.,' To the extent that facilities are constructed 

or materials or services are purchased from affiliated 
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interests, the cost to the affiliated interest is important in 

determining the reasonableness of charges to applicant. (Smith v. 

Ill. Bell Telephone Co., 282 u.s. 133, 152-153, 75 L. ed. 255, 265. 

It/estern Distributing Co. v. Public Service Com., 2$5 U.S. 119, 

124-127, 76 L. ed. 655. 65S-659. Columbus Gas & Fuel Co. v. Public 

Utilities Commission, 292 U.S. 398, 400-401, 78 L. ed. 1327, 1329.) 

The Commission will, therefore, require the filing of appropriate 

reports in this regard. Also, applicant must not intermingle its 

operations with the operations of its affiliates. Regulated and non

regulated operations must be kept separate and separate accounts 

therefor established. (Panhandle Eastern Pipeline Co. v. Federal 

Power Co~nission, 324 U.S. 635, 639-647, $9 L. ed. 1241, 1246.1250). 

The order herein will also provide that applicant shall 

immediately check the individual services and service areas of all 

consumer-protestants who entered appearances at the hearings to 

deter.mine the nature and the remedy for each complaint and shall 

file a statement within sixty (60) d~ys showing what action has 

been taken or is planned to be taken to correct the conditions com

plained of. Applicant will also be required to file monthly progress 

reports on the completion of pl~lned capital improvements during the 

year 1952 as shown by Exhibit No.6. 

~llhittier ~~ater Company, a corporation, having applied to 

the Commission for an order authorizing an increase in its water 

rates and charges; having applied for authority to establish a 

schedule of flat rates for water service; having requested authority 

to abandon its wholesale rate for water sales to other public utility. 
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water companies; having requested approval of a contract with the 

Murphy Ranch Company; and having requested authority to adjust its 

books to conform to an historical cost appraisal submitted at the. 

hearing as Exhibit No.2, public hearings having been held and the 

matters having been submitted for decision, 

IT IS HEREBY FOUND AS A FACT that the 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; therefore, 

IT IS HEREBY ORDERED as follows: 

1. That applicant is authorizee to file in quadruplicate 
with this Commission after the effective date of this 
order in conformity with the Commission's General Order 
No. 96, a schedule of rates shown in Exhibit A attached 
hereto and on not less than five (5) days' notice to 
the Commission and the public to make said rateS 
effective for service rendered on and after March 15, 
1952. 

2. That applic'ant shall file coincidentally with the rate 
filing authorized herein, four copies 6f rules and 
regulations and tariff service area map acceptable to 
this Commission and in accordance with the require
ments of General Order No. 96. 

3. That applicant shall file within forty (40) days after 
t.he effec'eive date of this order four copies of a com
prehensive map drawn to an indicated scale of not less 
than 400 feet to the inch l delineating by appropriate 
markings the various tracts of land and territory 
served and the locations of various properties of 
applica."'lt. 

4. That applicant be and is authorized to cancel its 
presently filed wholesale rate for water sales to 
other public utility water companie.s. 

5. That the contract between applicant and Murphy Ranch 
Mutual Water Company, executed December 5, 1951, copy 
of which was submitted at the hearing in this pro
ceeding as EY~ibit No.5, be and is hereby approved. 

6. 3. That applicant is authorized to restate its books 
of account to confor~ to the appraisal of its properties 
submitted at the hearing as Exhibit No.2, and to set 
up on its books the depreciation reserve in the amounts 
of the reserve requirement as indicated therein. Prior 
to restating its books setting up the depreciation 
reserve, applicant shall file ~~th the Commission ito 
proposed 3ccounting entries. 
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7. 

8. 

.. 
-9 .. 

10. 

b. The total cost of the inventory, appraisal, and 
special audit in connection with the restatement 
of the books for the year 1950 will be charged 
to surplus rather than to future operating 
expenses. 

That applicant shall review annually the accruals 
to i~s depreciation reserve which shall be based 
upon spreading the original cost of the plant, less 
.estimated net salvage 1 and less depreciation reserve, 
over the estimated remaining life of the property; 
and the results of these reviews shall be submitted 
annually to the Commission. 

That applicant shall within fifteen (15) days submit 
in writing to the Commission a detailed statement of 
the source and disposition of funds on deposit 
advanced to its account by the U. S. Government in 
partial payment of flowage easements on the Bartolo 
plant lands comprising 94 acres, more or less, and 
shall every six (6) months submit in writing a 
detailed statement of the progress of negotiations 
with respect to the final settlement of payment for 
such flowage easements and the amounts and disposi
tion of any funds received by a~plicant in 
consideration thereof • 

Effective March 15, 1952, if applicant shall purchase 
materials or services or contract plant construction 
from a person, partnership or company affiliated with 
the applicant or with the management of applicant, 
applicant shall require from and shall keep on file 
at its offices in Whittier, records showing in 
detail the cost to said affiliated interest of any 
such materials or services, or plant construction, 
together with the amount paid therefor by applicant. 
That applicant shall immediately check all serYlces 
and service areas of those consumer-protestants who 
are listed in the appe~rances in this proceeding to 
determine the nature of and remedy for each complaint. 
Applicant shall also file monthly progress reports.on 
the completion of planned capital improvements durlng 
the year 1952 as shown in Zxhibit No.6. 

The effective date of this order shall be twenty (20) 

days after the date he reof. 

~D~ted at San Francisco, 

day of ~~~'/~~~4' 1952. 
()' 

California, this -..:~,...;;;..~ .... 

commissioners. 
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P;PPUCABItITY 

EXHIBIT A 
Page 1 of 4 

Schedule No. 1 

GENERAL METERED SERVICE 

Applicable to all measured domestic ~ter service. 

TERRITORY 

Throughout the authorized service area in un1ncorporat~ ~crr1tory 
south and east of the City of Whitt1f1'r, Los Anp;,all"A County. 

RATES 

Q.uantity Ra.tes: 

First 800 cu. ft. or less •••..•••....•••..•.•.• 
Next 1,200 cu. ft., per 100 cu. ft .••......•...• 
Next 1,ocYJ cu. ft., per 100 cu. ft ••••••..•...•• 
Over 3,000 cu. ft., per 100 cu. ft •••••••.•.•.•• 

Min1m1.:lll Chtl.rge: 

For 5/8 x 3/4-1neh meter .•••••.•••..•••••••••••• 
For 3/4-1ncb. meter .. 'III ••• ., •••••• *' •••••••••• 

For 1-111Ch meter ........ ill •• " ............. II ., •• 

For l,.-inc:b. meter ............................. ~ ...... .. 
For 2-ineh meter •.••••.••••••.•••.•.••.• 
For 3-1neh meter ....................... . 
For 4-1nch meter ....... it .......................... . 

Per Meter 
Per Month 

$1.75 
.16 
.13 
.ll 

$1.75 
2.25 
3.50 
5.00 
7.50 

15.00 
25.00 

The M1n1mum Charge Will entitle the consumer to 
the quantity of ~ter ~hich that monthly minimum 
charge Will pureha.3e at the Q.uant1ty Rates. 



'l'ERRITORY 

::ottBIT A 
Page 2 of 4 

Schedule No. 2 

INDUStRIAL SERVICE 

Applicable to all measured industrial water service. 

Throughout the authorized service area 1n unincorporated 
territory south and east or the City of Whittier, Los Angeles County. 

RATES -
Q.uantity Rates: 

Per 42-sallon barrel........................... $ 0.0054 

Minimum Charge: 

For 5/8 x 3!4-inch meter ••••••••••••.•••••••••• 
For 3!4-1nch meter ••••••••••••••••••••••• 
For l ... 1neh. meter ... ,. ........ " ..... III ••• " .-

For 1~.1ne~ meter ..............••......• 
For 2~1neh meter •••••...••••••.••••••• ~ 
For 3-1neh meter ...................... . 
Fer 4-inch meter ...................•... 

$ 1.75 
2.25 
3.50 
5.00 
7.50 

15.00 
25.00 

The Minimum Charge Will entitle the consumer to 
the quantity or water vh1ch that monthly minimum 
cbarge will purchase at the Quantity Rates. 



~IT A 
Page 3 ot 4 

Schedule No. 3 

IRRIGATION SERVICE 

APPUCABIUTY 

Appliea.ble to all meae1JX'eO. 1rrisation 'Water serv1ee. 

Throughout the authorized service area in unincorporated 
territory south ond east or the City or Whittier, tos Angeles County. 

RATES -
Quantity Rates: 

Per miner'G ineh ho1JX' (72 eu. ~t.) •••••••••..••••••• $ 0.05 

Minimum Che.rge: 

For 5/8 x 314-ineh meter •••••••••••••••••••••••••••• 
For 3!4-1neb. meter ....... 110 •••••• " " ..... " ,. " " " • " " " .. 

For l-i.:,\,I:ll meter" " " .. " " . It .. " ... " " I , , .. " .. " " • " " .... .. 

For 1~-1-::Cb. meter .. " . " ... " .. " . " ........ " .. " ...... " " ..... " 
For :':'~-~::ch meter ...... " " " .. " ....... " ................ " .... " " 
For 3-~.),·~C'~ meter .. " " .. " " " .... " .. " .. , ...... " .. " " .. " " .... " " 
For 4-!.t.LCh meter ..... " ... " .. " .... " " " " ..... " ....... " .... .. 

Per Year 

$ 21.00 
27.00 
42.00 
60.00 
90.00 

180.00 
300.00 

The Minimum Charge will eutitle the consumer to the 
quantity of "v:-&.ter whieh that annuaJ. l:Iin~~\:JU ebarge 
will purehase at the Quantity Rates. 



APPLICABILITY 

EXHIBIT A 
Page 4 of 4 

Schedule No.4 

FW RATE SERVICE 
('temporary SChedule) 

Applicable to all w:nnea.sured. domestic w-ter service only during 
such period. as meters are una.va1lable. 

TERRITORY 

Throughout the authorized service area. in unincorporated 
territory south and east ot the City or Whittier, Los Angeles County. 

Per Scrv:lce 
~ Per Month 

For each Single family residence on one lot 
consisting or 10,000 &q. ft. or less, through 
& 3/4~1nch service.............................. $2.50 

For each additional 100 sq. tt. in excess 
or 10,000 sq. ft ......................... " ..... ". 0 .02 

SPECIAL CONDITION 

1. A meter will be in8t&lled by the Company as soon as prac
ticable after receipt ot water meters !rom Company's supplier. 


