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Decision No. 

BEFORE THE PUELIC UTILITIES COM1J.ISSION OF. Th~ STATE OF CALIFORNIA 

In the Matter of the Application of 
, 

SOUTHERN CALIFORNIA ~lATER COMPANY 

for .authori ty to withdraw the Lennox 
Area from its Central District and 
~~ke it a separate operating District 
to be known as the Ler~ox District; 
and ~o increase water rates in the 
L(!nnox District. 

. ) 
) 
) 
) 
) 
) 
) 
) 
) 
) 

Application No. ;3126 
Amended 

O'Melveny and Myers, cttorneys, by Lauren M. Writ"ht, 
for applicant; E. C. Jamison, for Lennox Civic 
Association, Fred Land, for Center Avenue Neighborhood 
Council, R. C. CruIn, for Richards ~!anufacturir:.g Comp~ny 
and in propria persona, H. A. Cabcllcro, for PaCific 
Dri ve-In Theaters, Rav K. ;·.1cGav~n, Beroert ~l. leaverton, 
't!i11iarn Fikc, John s.Watzon, Mrs. Eliz.sbeth Rose, 
Mrs. Ar'thur Morris, 5hss s. Violetta bav~s and 
Francis M. A. Ribeeea, in ;:>ropria personae, 
protestants; H. J. McCarthy and C. T. Cotfez, for-the 
Co~~ission starr. 

o PIN ION 
-. ... -------

Southern California \1ater Company 7 a corpo.ration, by 

~he above-entitled application filed February 117 1952, as a~ended 

July 21, 1952, seeks authority to withdraw the Lennox area "from 

its Central District and make it a separate operatinc, district to 

be known as the Le~~ox District, and to increase the charges for 

met~red water service in said Lennox District by approximately 

$98,000 a~~ually. No change is proposed in the presently filed rate 

schedules for construction and other temporary flat rate service and 

for fire sprinkler service. 

A public hearing in this matter iflas held before 

Examiner Warner on October 7, 1952, in Los Angeles. 
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A-33126 (Amen~) • 
So~thern C4lifornia Water Company's System Operations 

Applicant owns and operates water systems in 24 

operating districts and also has one electric system (Bear Valley) 

and one nonutility ice plant (Barstow). All of these operations 

are in Southern California with the exception of the South 

Sacramento District which is adjacent to the City of Sacramento. 

Its fixed capital in service as of July 31, 1952, 

a~ounted to $15,748,$47, and gross operating revenues for the 

system as a whole at pr0scnt rates for the estimated year 1952 

are shown in Exhibit 3 to be $2,690,250. This represents a 

decrease of about ~230,000 from the actual ye~r 1951, due 

principally to the loss of revenues from properties sold to 

the Depart~e~t of Water and Power of the City of Los Angeles 

d~ring 1951. In this transfer of property to the City, applicant 

lost approximately 30,000 active consumers. It furnishes water 

service ~o approximately 75,000 customers at the present time. 

Rates 

The following summary is a comparison of present, 

p~oposed ~nd authorized rates. Proposed rates are those of the 

application as amended. 
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- • A-33126 (Amended) 

COTY1?P.RISON OF PRESENT':'. PROPOSED!! AND AUTHORIZED RATES 

Pcr Meter Per Month 

Prcsent~( ?rOpOsed#' Authorized 

Quantity Rates: 

First 1,000 eu.ft. , or le'ss · ...... 
Next 1,000 eu.ft., per 100 eu.ft •• 
Next 48,000 eu.ft .. , per 100 eu.ft .• 
Next 50,000 eu .. ft. , POI' 100 eu.ft •• 
Ov~r 100,000 eu. ft .. , per 100 cu.ft .... 
First 700 eu.ft. , or less · ....... 
Next 1,800 eu. ft .. , por 100 eu.ft .. 
Next 7,500 eU.ft. ) per 100 eu.ft •. 
Ovor 10,000 cu. ft. , POI' 100 cu. ft .• 
First 800 cu.ft. , or less · ,. ..... 
Next 1,700 eu.ft., PCI' 100 eu.it •• 
N.zxt 7,500 eu.ft., per 100 cu"ft •• 
Over 10,000 cu.ft. , pcr 100 eu.ft •• 

rtoinimurn. Ch.::rgc: 

For SiS x 3!4-ineh meter .. III ....... III ..... 

For 3!4-ineh meter • ...... - ... III • 

For l-ineh meter " •• III ........ 

For l~-ineh meter .. III ••••••••• 

For 2-ineh metor · .... " ...... 
For 3-inch meter · . . . . . . . .. . .. 
For 4 .. ineh meter 

• • • - • III III • • • III 

For 6-inch meter III ••••• WI ~ III .. III 

For S-ineh :n~tcr · -............ 

$ 1.25 
.11 
.10 
.09 
.07 

.:1- 1.25 v 
1.75 
2.00 
3.50 
5 .. 00 
7.50 

10.00 
15 .. 00 
25.00 

$ -

1.75 
..18 
.l5 
.12 

$ 1.75 
2.50 
3.50 
6.00 

10.00 
17.50 
25.00 
45.00 
65 .. 00 

~( Estab1ishod by Decision No. ;6931, dated March 7, 
1944, in Application No. 2599$. 

# Per amended applie~tion. 

$ -

-
1.65 

.15 

.13 

.12 

$ 1.65 
2.25 
3.,0 
6.00 

10 .. 00 
17 .. 50 
25.00 
45.00 
65 .. 00 

The record shows in Exhibit No. 5 t~~t in the year 1950 

56% of the bimonthly consumer bills fell in the consumption 

blocks of 0 to 2,500 cubic feet. Usage in th~sc blocks accounted 

for 29.41% of the tott\l water eonsu:nption. At present r.:ltes the 

bill for an average monthly consumption of 1,500 cubic feet is 
.... , SO '"'..... . At the proposed rates it would be $3.19, ~n increase of 

$1.39 per month, or 77%. Under the rates authorized by the or~cr 

herein, th~ bill for such eons~~ption will be $2.70, an increase 

of $0.90, or 50%. 
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• 
Earnings 

The !0110win5 is a summary 0; earnings information for. the 

year 1951 recorded ~nd for the year 1952 estimated at present and 

proposed rates as contained in applicant!s Exhibit No.2 and 

in Exhibit No.5 as submitted by the Co~~ission's staff • 

Item 

Operating Revenues 
Operating Expenses 

Net Revenue 

Rate Base 

Rate of Return 

. · ..• · ... n'._ .. ··,...... ..". .. ,. .... --

SUM11.I!ARY·-OF"EARNINCS 

Year :, 
1951. Year 1952 Estimated 

Reco:rdeo. : Present Rates : Proposeci Rates 
: 'Oer' 't, :Fer Co. :Per pO(.; :Per (.;0 .. :Per p00 
:PUC~Exh.#5:Exh. #2 :Exh. #5 :Exh. #2 :Exh. #5 

$152,676 
128 ,327 

-
24,34.9 

',' 

616~lSl 

3.95% 

. 
$151,24.0 $152,100 $24.7,;$0 $2'4.9,800 

137d 64.$ 139:300 184.,24.0 lSJz6S9 

13,592 12,800 6,,14.0 66,120 

857,$00 $54,057 857,800 846,557 

1.5$% 1.50% 7.36% 7.81% 

The record shows that dcring 1952 applicant will have 

added approxirna tely $317,000 to f.ixec. capital, in large part to 

provide Metropolitan Water District water to the Lennox area. 

It shows further that applicant estimates its rate of return for 

the year 1953 to be 6.2$% due to the bringing in of new capital· 

d. 
. urlng the latter ~art of 1952 and during 1953_ 

It is evident that the need for financial relief is 

brought about partially by the large capital expenditures attendant 

upon applicant r s acquiring and utilizing Metropolitan Tt!ater District 

water tbrough the \'lest Basin Municipa.l tiTatcr District. Applicant l' s 

heretofore regular sources of water supply were its deep wells 

which are becoming depleted in production capacity. The Superior 

Court is adjudicatine the matter and will prorate applicant'S 

... ,ater drafts from this ~1est Coast Basin source. 
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e 
A-33126 (Amended) 

During 1952 applicant £urnishe,d water service 'to ab¢ut 

6,500 consumers in the Lennox a.rea.': The area is almost entirely 

built U~ and the maximum expansion is about 500 additional 

consumers 7 making a tot.al of approxirn.at~ly 7,000 consumers. 

No substantial difference between applicant's estimated 

operating expenses and the staff's estimate of operating ~xpenses 

for the year 1952 is apparent. Both the company's and the staff's 

sh~wing for the year 1952 included the computation of depreciation 

expense on the straight-line remaining life basis. This method 

of computing depreciation expense sho'uld. be adopted and the order 
, : 

herein will so provide. 

The principal causes of decreased rate of return are 

increased costs of water purchased and the afore.mentioned 

increased fixed capital in service. 

Counsel for applicant moved that the Commission reconsider 

'treatment of depreciation on consumers' advances for 

construction and donations in aid of construction expounded in 

Decision No. 4667S, dated January 22, 1952, in Application No. 321$6, 

a ~ate increase proceeding in applican~Ts Claremont District. A 

revi~ of the instant record sho'll$ that the staff made no 

adjustment either to depreciation expense or to the. reserve 

associated with advances and donations# A current and 'thorough 

:"eview of such treatment indicates that it was in accordance 

with past Co~ission practice· and nothing in the record in the 

instant proceeding warrants any change. 

~tc of Return 

Applicant urges that its -lverage annual earnings requirements for 

~ system as a whole are equivalent to 5.66% of its total invc::::ted c~pi­

t~l, including an allowance of 11.1% for equity capi~al. Applicant 

alleges and concludes thD.t 1 in order to maintain such .~nnual ef:lr'tIings, ."l 
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e 
A-33l26 (~~ended) 

ret'J.rn of more than 6% on its investment in plant in each individual 

district is required. The record, however, is silent, on the 

estimated rate of return on individual districts other than the 

Lennox District, and the Co~mission, therefore, cannot determine 

precisely the rate of return required in the Lennox District to 

make a fair contribution to applicant'S over-all earnings position. 

In determinin~ a fair rate of return, items other than 

financial requirements ~re considered by the Commission. These 

items include the economics and geography of the district, 

characteristics of the individual water system, history of the 

district's rate structure, the effects of proposed ra.tes, the 

outlook for future developmont of the area, ~nd the projected and 

estima.ted eornines position of the district. 

Conclusion 

From a reviow of the record it is evident t~t applicant 

is in need of financial relief in its Lennox District but it is 

f~rthe~ evident that the proposed rates would produce ~n excessive 

rate of return, therefore, the order which followc will authorize 

. applic.?,nt to file 0. SChccl1lle of rates which will increa.se ~ross 

operating revenues in its Lc~~ox District by about $64,000 and 

v:ill result in net revenues of approximately $51,000 based on the 

year 1952, which when related to a depreciated r~tc base of 

$$47,000, will produce a rate of return of 6% based on ectimoted 

~verage ye&r 1952 figures. After t~king into ~ccount the indicated 

declining r~te of return, this would produce a rate of return for 

the future of (~pproximately 5.75% which is found to be just and 

reasonable in this proceeding. 

Withdrawal of Lennox Are~ from Central District 
and Change of Name to Lennox District 

Applicant'S request for authority to withdraw the l~nnox 

are':)' from its Central Di strict do os not require specific authorization 

of this Commission ~nd will therefore not be included in this order. 
-6-



-A-33126 (Amended) 

",OR. D E R . ----.-

Applicati~n as above'cnti~led havine been filed, a 
, , 

?l.lbli'c hearing having been held, the matter having ceen submitted, 
I: . 

I I 

and the Co~~ission being fully advised in the premises, 

!T IS HEREBY FOUND AS A FACT that the increases in 
, , 

rates a:ld chargee au'Chorized herein are justified and that 

. prescnt ratec in so far as they differ from those herein 

prescribed are unjust and unreasonrlble; therefore, 

IT IS HEREBY ORDERED as £ollows: 

1. That applicant be, and it is, authorized to file 
in quadruplicate with this Commis~ion after the 
effective date of this order, in conformity with 
the Commission's Ceneral Order No. 96, schedules 
of rates shown in Exhibit A attached hereto, 
together with 'rules and regulations and' four copies 
of a tariff service area map, and on not less than 
five (5) days' notice to the Commisoion and the 
public, to make such rates effective for service 
rendered on and after January 3, 1953. 

Z. That applicant shall file within forty (40) days 
after the effective date of this order four copies 
of a comprehensive map drawn to an indicated scale 
of not 1005 ~han 600 f0et to the inch, delineating 
by appropriate ~rkinrs the various tracts of land 
and territory served, and th.e location of various 
properties of applicant in its Lennox District. 

3- That applicant's presently filed tariff schedu~es 
for its Central District, in so far as they ~pply 
to Lennox District, be cancelled on the date ~h~ 
rates hereinabove become effective. 

4. Applicant shall review annually the accruals to 
depr~ciation reserve which shall be based upon 
spreading the original cost of the plant, l~ss 
csti~tcd net salvage, 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. 
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-. A-;3126 (Amended) 

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

day~ after the dat.a . :::z:e, 
J...~:ated at~California, thisL~ of 

'A~ 1 1952. 



A-:33126 

APPLICABILITY 

EXHIBIT A 
P:).ge 1 or :3 

Schedule No.1 

Applicable to all meterod w:).tcr zervice. 

TERP..ITORY 

Throughout the authorized Lennox Di~triet zc~leo Are:).,in 
unincorpor:J.ted terr-.i.tory, 100 Angeloo County. 

RATES: 

Quantity &.tez: 

First 
Next 
Next 
Ove%' 

800 cu. £t., 
1,700 cu. ft., 
7, 500 C1,;." !t., 

10,000 cu. ft., 

or lees ••••••••••••••••• 
pcr 100 cu., ft .. 
p¢r 100 cu. !'t .. 
per 100 eu. ft. 

....... e· •• . ~ .... ., ... 

. }lini:nwn Ch..'-I.reo: 

For 
For 
For 
For 
For 
For 
For 
For 
For 

5/8 x 3/4-inch meter ...................... 
3/4-inch metor • .... fI .................. 

l-inch meter · ....................... 
l~-ineh moter ......................... -
2-inch meter · ........................ 
3-inch meter ..................... ~ 
4-inch :noter .................... ,. ...... 
6-inch meter .. , ........ ~ ........... 
8-inch moter ...................... 

The Minimum Charge will entitle the 
eOIWu:ncr to the quantity or "rater 
which that monthly r.~nim~~ charse 
will purch~se at the Quantity Rates. 

Pcr Meter 
Pcr IVlOl"Ith 

$ 1 .. 65 
.15 
.13 
.12 

$ 1.65 
2.2$ 
:3.50 
6 .. 00 

lO.oo 
17.$0 
25.00 
4$.00 
65 .. 00 



A-3:3126 

~BIT A 
Page 2 of :3 

Schedw.e No. 2 

CONSTRUCTION Mm ~ TEi:,JP0AAH.Y ~ ~ .;:;S,;::;E~;;,;;._·I;;.;:;C,;;;;E 

APPLICABILITY 

App1ic;).ble to ;'later ::ervice furnizhed for con:::truction and temporary 
j'l1.l.":"!'lO!" ~:. • 

TERRITORY 

Thro1lghout the authorized Lennox Di:trie t :3crv:i.co .'ll'ea. in tll'l5.ncorpo:-ated 
t.cl"'l"'"itorv. to:: Anllcle: Cou.."'l.tv .. 

RATES 

(1) For each 100 square feet of concrete :idewalk 
constructed •••••••••• _. • • • • •• •• • • • • •• • ••• • •• •• ••• •• $0.'20 
For each 100 linear teet of concrete curb 
eon!jtrueted .. ,. ......................... I ••••• _ .•• ,. .. " ..... . 

For each 100 square feet of concrete eutter 
constructed ••••••••••••.•.•••••••••••••••••••••••• 
For ea.ch 100 :~uar~ feet of concrete 3treet 

.40 

.40 

con.::tX'tlctcd ......................... e· ............ ." ........... ,;.. • .40 
For 3cttling graded street, for each 100 sq~e feet 
of street graded •••••••••••••••..•••••••••••.•••••• 
For settling 'oa01..:1'i11 or trenches, for ea.eh 
lineal foot of trench ~lth 16-sq~~c root 
cro~s-sectional area, or le:~ •.•..••.••..•.....••. 

For each lineal foot o~ trench of over 16-sq~~re foot 
cro3s-oectional ~re~ the rate per toot of trench 
increa~cs il"l -proportion to .th~ .:\l"C.;!. .. 

.os 

.01 

SPECIAL CONDITIONS 

1. For other temporary uoeo, ~n estimate of tho ~u~ntity or water ueed 
W".i.l1 be made by the Compo..."y.. The charge for thio ;'la.tp.r ;.rill be mad.e At the 
quantity ra.te for General Ketcrcd Service. 

2. The a.pplicant. for such temporary zervice sh.'lll be ree,uired. to pay 
to the Company i.~ ~dv:J.X'lee the net coot of instillitlg al"ld. removinc a.ny 
fa.cilities necos~a.r"J in connection with f 1lrn:l.shing zuch oervice by the 
CO::lp.lny. 

). The applicant for tcmporDljl service shall be required. to c1epc!lit 
with the Compa.ny a. s'..u: of money cC!\la.l to the estimated amount or the 
Company' z bill for ouch service or to otherwize secure,. in f.\. manner 
3a.tisi"f.l.ctory to the Compa.ny, the payment or any bil1 .. o; wb"i,ch :·I.ec1.'1l,¢ by 
reason of such service ~ furni~hed or supplied. 



APPLICABILITY 

ID:i{I8!T A 
Page :3 ¢f :3 

Sched.ule No. :3 

FIRE SPRI~~ S~RVICE -

Applicablo to ~ll fire oprinklerservice. 

TER.:~I'roRY 

Throughout the authorized lennoy. District ~ervice area in 
unincorporated territory, toz ~7.elez County. 

For e~ch inch of di3mcter ot fire sprinkler service 

SPECIAL CONDITIONS 

Per Servlco 
P~r l':onth 

$ 1.00 

1. Tho customer will pay, without refund, the entire cost of 
in~talline the fire sprinkler service. 

z. The mi~ diameter for fire sprinkler sorvlce '~l be 4 inch~~ 
~nd the ~ di~ter will be not more th~ the di~eter of the main 
to which the sorvice is conn0cteci. 

3. ThG customc~Ts inzt31lation mUDt be such ~s to effectively 
separate tho fire 3prink1~r sy~tom fron} t~~t ~f tho customer's regular 
water service. As a ~art of the s~rinkl¢r service install~tion ther~ 
shall 'be a. detector c::h"c::l~ or othor simil.'lr clcvico .:l.ccc'f.'taolo to the 
Company which will indicate the us<: of wat<:r.. Any 'I.lruluthorlzed uso will 
b~ c::~rgcd for at tho r~gul.~ c~tabli3hod r~t~ for General ~~otcred Service 
:J..nc./or may be grounC:s for the Company' z di~cont;.nuing the fire sprinkler 
service without liability to the Comr.any. 

4. T'tlcre shall be no croos-conncction between the fire :;prinklcr 
syot<:::1 supplied. by W.:l.ter through the COlni'<:l.ny's tire :::;?rinJ<lor :::er:1ce to 
~j other oourco of supply without thc 3pcci!ic approv,ll Qf the Company. 
The specific olpprov~J. "/ill require, ::I. t the custornc r':3 oxr...cnsc, a :::JXlcial 
doublo check valve inztallation or other device acceptable to th~ Comp~. 
Any :::uch unauthorized cro:::s-conncction ~y be the grounds for immediately 
disc::ontinuing the ::;prinYJ.~r :scrvice without liability to the Comp.'lny. 


