
51.160 Decision No. ___ _ 

BEFORE THE PUBLIC UTILITIES CO~~SSION OF THE STATE OF CALIFO~IA 

In the I~tter of the Application ) 
of CALIFORNIA WATER & TELEPHO~~ ) 
COMPANY to increase rates for water ) 
service in its Sweetwater District. ) 

Application .No. 35751 
(Amended) 

BaCigalupi, E1kus and Salinger by Claude N. Rosenberg; 
and Higgs, Fletcher & Mack by DeWitt A. Higgs, for 
applicant. 

South Bay Irrigation District by .Paul D. Engstrand. Jr., 
and C. T. Mess; City of Nationai CitY by Robert 
o. Curran. James A. Bird. and C. T. Mess; National 
clt,y Taxpayers Association, Inc., by Mrs. S. J. Kodish> 
protestants .. 

County of San Diego by James Don Keller and Jean 
t. Vincenz; California Farm BUreau Federation by 
J. J.. Deuel; Rohr Aircraf't Corporation by 
s. w. ~ard, interested parties. 

Boris H.sta, John F. Donovan and Carol T. Coffey, 
tor t.ne Commi.s.sion stafl'. . 

OPINION - -- ...... --- ... ..-. .... 

Nature of Proceed1ng 

By the above amended application, filed December 1, 1954, 

California Water & Telephone Company, a California corporation, 

seeks an order of this Commission aut,horizing increases in rates 

and charges for water service rendered in its Sweetwater District, 

comprising the cities of National City and Chula Vista and adjacent 

territory in San Diego County. 

Hearings 

Public hearing in the matter was held before .Examiner 

F. Everett Emerson on Feoruary 10, 1955 at National City and before 

Commissioner Justus F. Craemer and Examiner 'ZOerson onr~ch 9, 10, - . 

and 11, 1955 at Chula Vista. The matter was submitted on l'r1arch 11 

Wi th permission granted appearances to file writt-~,n closing argu

ments, concurrently, on ~~ch 21, 1955. 
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Applicant's Position and Reouest 

Applicant alleges that the present,ly effective rates al'ld 
. ".'~ 

charges for water' service rendered in its S~eetwater District for, 

some ti~e past have been, still are, ana in the immediate futUre 

will be, inadequate and insufficient to yield a reasonable return 

to it on either the fair value or the original cost of its proper- '. 

ties and facilities ~evoted to serving the public in such district. ,_ 

Applicant claims that present water rates are unreasonable, unfair 

to'it and noncompensatory and do not· produce revenues sufficient 

to meet the requirements of interest on indebtedness or sufficient 

to provide an adequate ::largin for dividend' payments on its 

outstanding securities properly allocable to the district. 

Applicant further alleges that it is necessary that increased water 

rates be authorized in an amount sufficient to make the district 

self-sustaining, so that future financing for needed capital 

additions will not be jeopardized. 

." 

Applicant baSically seeks an increase of approximately 

$34$,000 in a~ual gross revenues, based upon the level or business 

du'ring 1954. According to applicant, had its proposed rates been 

in effect during 1954, a rate of return of 6.92 per cent would have' 

been realized on a rate base of ~7,274,OOO. Under present rat~s 

it claims to have earned a rate of return of onlY 4.71 per cent 
. 11 

on such rate base. 

A cooparison of applicant's proposed rates with those 

presently charged is set forth in the following tabulations. 

Commercial Metered Sales 
(ReSidence, Small Business) 

: : Bimonthly BiiIing : Per Cen't: 
:Two Months' Usage in Cu.Ft.: Present Rate: Proposed Rate: Increase: 

1,000 
1,500 
2,000 
4.,000 
$,000 

$ 4.eO 
6.70 
8.60 

16.20 
26.20 

$ 6.00 
$.40 

10.eO 
20 .. 40 
3J~60 

11 From Exhibits Nos. 7 and 9 in this proceeding. 
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, ..... eo ~ " ..... • 
o .... ~, .' ;"J .' !. • ............ ,-

Industrial- Mete'red . Sale s " 
'. t, ,~ 

Per Cen:~ : :~ ___ ~-:--i;.;~o:.;n~t:.;:ffi.::l:..y~Bl.;;.;; l~I~~' ~. :':",:,' ~: 
: Monthly Usage in Cu·~·~ Ft'.,: Present H.ate : Proposed· kate, : Inereas~ : 

· · 

',. 
• ' ,~ • flo-

-" '. .~ 

500' 
10,000 
20 000 

100~000 
500:000 

l,OOO,ooO 
2,000,000 
5,000,000 

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

) .. , 
r r f" 
/ , . I ... 

"', , ... ,.. 

$ 2.40 
28.10 
53.10 

232.10· 
1,112.10· 
2,212.10 
4,412 .. l0 

11,012.10 

~--\. -
, I' I. "it' 00 ' <;l .... ;,1. v 

.. ~.' /.36.60-
. 69.60' 
281.10 

1,321.10 
2,471.10. 
4,4.2l.10 

.~.:;..., ~,221 ... 10 

J_, : .... , •• 

Irrigation Metered; Sales, 

25 .. 0% 
30.2 
3l.l 
21 .. 1 
18.e: 
ll.7 

0.2-
(rg) 

: Monthly Usage' ':tn CUr' Ft. 
:~~~~1I.*~~n:;.ot;.;.h.-;i .... l"/f:B~1.~t l~i~. ~~~:--: Per Cent :; 
: Present Rate : Proposed RAte : Increase :: 

· · 

.' .. 

MonthlI 

500 $ 2.40 $ 3.00 
5 000 13.50 17.70 

50:000 62.50 88.20 
100,000 l12.50 153.20 
500,000 512.50 ,_ .. 673.20 , ( ',,' " . 

.. ~~ I 4..1" --' " . ... • ... j 7,1'.1 : I"('('~, •. " ,; '" 
< •• -.~,-,-.--..... 

Municipal Metered Sales 

· IwtontnIl · Cu. ·Ft. Present Usa.ge'in · · -
" '. "500 $ ,2:.40 
1',000 2:.50 
2,000 5.00 
4~OOO", . '" .' 10.00 . S ;000 .f"', '.,,'...... 20.00 

15 ;,000,. . .,.. .. , .... '. r . 37.50 30,000 .,.. . c":' .' I: • t):' t,:~:.oO 

Mte : 

~ , "~a , . ... 
,<, 

tSi!I 
Pro Eosed 

$ 3.00 
5.40 

10.20 
16.80 
.30.00 
53.10 
99.10 

J...ate 
-. . ' . 

25.0% 
31.l 
41 .. 1 
36.2 
31.4 

,. 
, . 

Per, C~nt 
Increase 

25.0% 
116.0 . 
104.0 

68.0' 
50.0 
41.6 
32.1 

Applicant now~~harges $3.75 per month per standard fire 

hydrant and $2.50 per month ±:~X: 'small "sprinkling If. hydrants. It 
, ' .,' .. ; I \ :- "I ~ ... ~ , 

proposes to charge $4.00 per ::lonth per hydrant" irrespective of 
. ., : '.,' : • > ... ,~ • ~ •• . , .: f :' I . I!." • I.~' : ... 

size or type of hydrant. 
'~ ',i: ,I. .', t-" '+,.: ..... 

Applicant f S p'resent ra'tes were authorized" on a temporar.r 

basis by this Commission's Decision No. ;.6377,. issued November 6, 

1951, and on ape~manent basis by Decision No. ;.6928, issued 

April 1, 1952, 'in Application NO' .. 3~7· • . 
'-3-
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Applicant's Operations 

As applicantTs corporate name indicates, it is:engaged 

in rendering 'both telepnone and water service in California.:. 

Telephone service is furnished in portions of Riverside, San 

Bernardino and Los Angeles, Counties,. Its water service is rendered 

in three widely separated areas: Monterey Peninsula, San Gabriel 

Valley and San Diego Bay DiviSions. The San Diego Bay Division 

contains two districts', Coronado, and Sweetwater, physically separate 

but UDder cotlmon local supervision. 

The three divisions, while in effect separate operating 

enti ties with each maintaining 1 ts 'Own accounting re-eords, are 

cont:rolled from applican-e f S lllain office in San Francisco. The 

San FranCisco office is also the gen~ral office for four affiliated 

corporations whose operations are controlled, or,substantially 

controlled, through stock ownership by the same interests. In 

such office are maintained the accounting records which provide 

a means of controlling investments in the various divisions of 

applicant ~~d which record those transaetions applicable to the 
. 

corporation as a whole. The personnel in the San Francisco otfice 

perforlU aecounting, engineering and administrative services '"for 

the associated companies as well as for the applicant herein. 

The Sweetwater District serves the Cities of National 

City and Chula Vista and a.d.jacent unincorporated territory. 'water 

tor this district comes from.three primary sources. The major 

source is watershed run-off through the :)weetwater River. The' 

second source is purchased Colorado River water) obtained trom the 

San Diego County ~!ater Authority, whieh is spilled into Sweetwater 

Reservoir at the terminal of the Authority'S aqueduct. The third 

source is from a deep well in National City. 

-4-
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fe-et, distributed·: a:s·.: follows:.· .~. \ .. 
'~~~.~~'" '.~ 

Lake-Loveland ,', 
Sweetwater Reservoir 
Judson Reservoir 
Storage Tanks (10) 

2'5 1400 acre feet 
27·,700 acre feet 

650 acre feet 
5.96 acre feet 

Transmis'sion'" of water from Sweetwater Reservoir to the .: 

distribution system is accomplished by two large transmission mains, . 

a 24-inch main down 'the north side of Sweetwater Valley to National 

City and a 36-inch :nain down the south side of tbe valley to Chula 

Vista. The transmission and distribution piped system contains . ~, : ,'" 

nearly 200 miles of I!lain and is serviced by 17 booster pumps. All 

water served the public :from the distribution system. is chlorinated. 

As. of Septer;ber 30, 1954, there were 15,080 active 

services served by this system. Of these, 14,551 served domestic 

.and commercial customers, 86 served industrial customers, 357 
.- 4 

served irrigation customers and 86 served public housing or other 
" I ~ i' ' - .• t""', ~., 

municipal eepartments. 
....... ,' 

In addition, applicant provided servi~e 

to 439 fire hydrants. 
I ,I' , .... ~} , . . , ., 

During the year ,l954 applicant had approximat~ly:.~-;;:~:: ". 
,t,..: t~ ~ .•. '" • • 

employees in ~he San Diego B~y Division.. The 1954 payroll 'of the 
P\'t '., 

Sweetwater District approximated $233,~OO while that for the 
~.!" ,--

Coronado District. approximated $116,700. 
~, ' 
" .. ' 

Posit-ion of Protestant.s and Others 
,-,' ,. 

, \'. J 

The City of National City protests an increase of rates 

on general grounds. It early. questioned the propriety of havi~ 

applicant's Sweetwater District a separate subdivision of the 

company for rate-making purposes ~~d also indicated that it felt 

that National City should be a rate zone separate from the balance 

of the system. The city attorney did not pursue the subject, 

however, anci confined the city f s participation t.o the cross

examination of witnesses. 

-5-



me South Bay Irrigation n1etrict" whose bo~ries 

,contain all of applicant t:3 Sweetwater District service area ou;side 

of NationAl City, protests an increase in rates on general grounds. 

Its participation was confined to tho crOS$-examina~ion of 
, ' ' ,I 

witnesses., By its' cross-exat..;ination, this distric,t attempted to 

show that applicantts Loveland Projec-v constitutes a .:lajor burden 

0;1 the ratepayer and that such projectts cost is ;out o:t proportion 

to the benefit derived. On such premise the district urged that 

a separate rate base be developed for this one element of plant 
" 

and that this Commission allow a lesser return on that base than 

on the balance of the S,Ystem. 

The National City Taxpayers Association confined its 

prot¢~t to a statement of position, voicing a general objection:, 

to ra~e increases and indicating that if rate in~reases were grante,d 

during peri~s of deficient rainfall, corresponding decreases 

should be ordere~ during periods of heavy rain£all. 

The County of San Diego partic;patedin cross-examination 

of witnesses throughout this proceeding through its ,District Attorney, 

and its Director of Public Works. 

The'California Farm Bureau Federation, on behalf of its 

member irrigators served by applicant, called two Witnesses who 

testified respecting the economic condition of farmers in the" area. 

The farm bureau participated throughout the proceeding. 

Sunnnary of' Presentations, 

Applicant, through the testimony of three witnesses and 

the introduction of 16 exhibits, and the Commission staff, through 

four witnesses,an~ 2 exhibits, presented analyses of applicantts 

operations. Such presentations are .summarized in the following 

tabulations. Protes,tants and interested parties m3:1 e no comparable 

~howing and in the m~n confined. their participation to statements 

of position and to the cross-examination of witnesses. As will be 

-6-
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discussed la'eer, the tabulations following are n~t.: strictly com

parable but do indiea'ce s~rie$ of the over~~~presentatio%lS. 

SWEE'NATER DISTRICT 
RESULTS'OF OPERATIONS 

(Adjusted or NorD:Alized Basis) 

Present Rates 

.... . 
: Item 

. . 

Oper. R.evs.. :$1 ;'196 , 500 $l, 21S, 950 
Oper. Exps. 'S83 ,SOO e9'l ,791 
Net Revenue -~312, 700 321,159 
Ra 'ee Base(Det=rl '7, ~ 02S , COO 6, 579 ,. 300 
Rate of Ret,. , !14.45% 4 ~ee% 

$1,239,lOO $1,270,200 
932,900 950,019 
306,200 320:,l81 

7 ,265,900 6 , ~tlO ,900 
4.2l% . 4.70% 

a. Adj'.lSted and normalized 
b. Estimated normalized 
c. From Exhibit No.6 
d. From Exhibit No. ~7, as corrected 

Proposed Rates 

$1,.336,;50 
1,004,$Sl 

3.31,969 
7, l2O, 700 

.4.66% '- , 

: '" ~ear J:~~~ : 'Year xm~ :Year 19$;b: 
I~..m:,App11eant~: fi" Stafra::Appl1cantC: ::'ta1'fd:CP::~_~~~: 

Oper. Revs. $1,517,500 Jl,5~,7.50 $1,565,.lOO $1,602,950 $1,682,300 
Oper. Exps. 1,056,,800 1,073,.6.51 1,10S.,700 1,129,6$9 "1,1.."91,261 
Net Revenue 460 , 700, 471,099 456,400 4.73,.261 -4.91,039 
Rat.e Base{rep~ 7,02S,OOO 6,579,300 7 ,265~900 6,SlO,9OO 7 ;;20, ~ 
Rate .of Ret. 6.56~ 7~16% '6.2$% 6.95~ . ,6~7V7~ 

a. Adjusted and normalized 
b. Estimated normalized 
c. From Exhibit No~-6·-
d~ From Exhibit N~; ~7, as corrected 

SWEE~'hTER DIS1&ICT 
RESULTS -OF' OPERATIONS 

(Actual or Ant1c;pated ~~~~a1 Basis) 

P:-esent Ra.tes~ 

- -, _n - t!. -:- Acmal--tear-J:954 :-Estimated Actual Year 19;;: 
Item : ..... ' Ap-elieant": AEPlicar~t : ., - - ..... -.. - ..... _- ..... - .... ,._- ,.'-". 

Op.erating Re:voenues 
Op.era ting Expenses 
Net Revenue ' 
Rate Ba~e (Depreciated) 
Rate of Return ., , 

$l.-,321,60lr 
'97S;959 
.342,645 

7,274,000 
4.71% 

a. From Exhibit No. 7 

-7-
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$1,3.54',900 
l,044,Ooo 

310,900 
7 , .518·, 700 

4.14% 
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Proposed Rates'o; 

: Actua:I Year, ;1954 :Estimated. Actual Year 1955: 
Item . . Applicant: ApplicAnt . :. 

0p,erating Revenues 
Op.era ting Expenses 
N e'l; Revenue 
Rate Base (Depreciated) 
Rate of Return 

$1,669',900 
1,166,782 

503,118 
7,274,000 

6 .. 92% 

b.. From Exhibit No ~ 9 

. , 

$1,706,100 
1',2:33,400 

t.,.7Z,7oo 
7,519,000 

, 6 .. 29% 
I, 

. 
. \ " ,: 

In addition to the above data, which i's applicable to 
" the Sweetwater District, results' of total company operations, as 

presented by applicant are s.wmna.rized as follows,: 

TotalO~~rations 
. ~Wa~_e~,-Md _le:~l?h9+n_c_,_n_e.p.ts .. ) 

Existing Rates 
v-----

: _____ ~I::.;t::...e;;.::m:_ ____ ....:.:_y.:;:.,e;:::;;;a::.::r:....:l::..:9:..G'5""3_A:.:.C.::.t;:;,;u::.;:3:,::1:_..:.=_Y.:;:.,e,;;.;3;:;.:X";",..,.::i.9",5o;1;4_E;;;;.," s;;.,'t_i_m .... a .... t_e .......... .d. :. 

Revenues 
Expenses 
Net Revenu.e 
Rate Base 
Rate of Return 

Revenues and Expenses 
.. ' , 

$10,;17,200 
$,229,200' 
2,288,OCO 

.39,460,000 
; .. 80% 

Both applicant 'and' staff employed the years 1953, 1954-

and 1955 in their studies pertaining/to'results of operations .. 
," ." 

Each 'undertook to show revenues and ~xpenses for 195.3 and 1954 on 

a normalized 'or average year basis as 'Well: as on an actual basis .. 

For the year 1955 the respec~ive estimates reflect a fundamental 

difference in approach, the staff placiDg such year on a normalized 

basis wi:eh provision for system, customer and usage growth while 

a?p1icant estimated the results of operations for 195$ on the oasis 

o,t what it anticipated would actually be experienced- The staff 
" , 

me~od, by which. all years are placed on a comparable basis, has 

the very real advantage that trends are clearly ir~icated. 

-g.. 
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Applicant's method, ~~ere~y ~wo years are normalized and the third' 
':.: !;~ .... , '.: ~.' 

year is ~resented with no adjustments for abnormalities or 
: ~ . "'. " . :. ~'. . ':, 

nonrecUrrent items 1 h3s the decided disadvantage that trends are 
'" ': .... , .. 

" , 

,not indicated. While it is true that the rate-makitJg processi is 
• • :., • .. 'O'Y\ ..: ',' ~ :. • • I ~"., 

prospective in nature an~7 wherever possible, shou~~ take i~to 
",f: .;. t ,-.. 

account those operation~ and conditions which may prevail during 
;'. • """.\. • j 

the future periods when new rates will be in effect, it would be 
, ,., . 

erroneous to accept either one abnormal or one subnormal year as 
',,',." • I • ,\ 

the basis on which a new rate structure would be desig:ned~ , To 
, " 

:follow such an erroneous concept would :be fair neither to the 
",' . 

utility nor to its customers. For the purposes of this proceeding; 

therefore, we shall adopt as reasonable those past ~~d pros~ctive 

normalized revenues developed by the Commissio~ staf£. 
I,. , 

, . 
It should be obvious that rates set- on'the oasis of . '. ~ . , 

subnormal expenses would be unfair to the utility ana that rates . ,~ ~ 

set on the basis of abnormal expenses woula be unfair to the 

ratepayer in normal years. Considerable engineering and economic 

judgment 'must be exercised in both the nomalizing .and future 
'." ,. " 

~5timating ~~ocesses. The two ,processes are not fully separable 

but we rayor and believe to be most fair, in the matter before us, 

that p~ocess ~hich fOllows clearly aefined trends developed from 
.,"1 

reliable data for ,known periods. With respect to operating expenses ", 

the only substantial differenee between the studies of applicant 

?nd staff concerns ~he item of purchased water, the largest single 

item of expense on this system. The staff adjusted water purchases 

for 195) to 3,700 acre feet, for 1954 to ),900 acre feet ana 

included 4,200 acre feet as its norcalized estimate for the year 
" 

1955. Applicant adjusted the years 1953 and 1954 to 4,000 acre feet 

of purchased water but in its estimate of aetual purchases for the 

-9-
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" I ',I 

year 195, provided for 10,400, 'a.cro .feet. 
I ~'.: ",,.' 

The respective doll~' i 

, .,' 
amounts o£ expense are as £ollows: 

Year 

1953 Normalized 
1954 Normalized 
1955 Normalized 
1955 Actual 

WATER PURCHASES 

Applicant 

$175,200 
lS6,OOO 

-
266 .. 350 

. .t' ... ~. 
. :1 ;;, \,~,;.,' ,6:, 

CPUC ,Sta:.rf 

'", "'. 

The evidence is clear that the water purchases d~~ng 
. .' ',. 

the last seven-year period, while fluctuating somewhat', ha~e. 
- II I-

averaged 7,238 acre feet. The corresponeing dollar amount ot 
. 

expense, if such q,uant1ty were purchased in 1955, would be approxi-

mately $220,000. There is no convincing evidence in this reco~d 
, 

that such an average amount should not be used as a near-future 

normalized expense for this item.. Accordingly, we shall inel':1~e 
.. ~ 

such sum in our adoption of the total reasonable operating expenses 

for this system. ./:,':'," I,. .. 

Summarizing, we firJd the following to be fair and reason-

able revenues and operating expenses on the normalized basis used 

by applicant and. staff for 1954 and. on the normalized basis used 

by the staff for 1955, adjusted to allow for average water purchases 

of 7,2;S acre feet. 

: Year 19~ : . Year' 195k ,_ ..... 
: Pre sent : oposed : Pre,sent;~ : :oposec. 

Item ,. Rates . Rates : Rates : Rates . . 
Operating Revenues $1,270,000 $1,603,000 $1~337,OOO $l,682 .. 000 
Operating Expenses 950,000 l,130,000 1 ,017,000, 1 , 203,000 
Net Revenue 320,000 473,000 320,000 479,000 

Rate Base 

As can be seen from the 

operations, above, the staff-computed 1954 rate base is about 

$455,000 less than that computed by applicant. For the year 1955, 

the difference is still some $;9S,OOO although,the respective 
, .... 

-10~ 
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presentationz for such year are not fully comparable. Such 

d.ifferences are of major import in this prOC~edil'lg and a great 

portion of the rf3cord 1~ devoted to this subject. Beth 'applicant 

and the staff had a common starting point, applicant's book figures, 

for development of their respective rate bases. Applicant used ' 

suc h book fig\lres thro\lghout. The staff made numerous subtractive 

adjustments. In weighing the evidence we shall analyze each of 

the adjustments and determine its propriety. 

The largest adjustment made by the staff concerns landed 

capital and amounts to a deduction of $266,6l6 from this account. 
, .. 

Protestants urge the acceptance of such a deduction. The details 

of the calculations for deriving this tot,al are clearly set 'forth 

in Cbapt,er 4 and a discussion of' the sub je ct is conta1ned;in 

Chapter 13 of Exhibit No. 17 in'this proceeding. The basis for 

thi~ adjustment lies in an audit of the records of one ofapplicantl's 

pred~cessors for the period 1896 to 19lf. Thestai'!, in this 

proceeding, assumes that this audit completely accounts .for the 

original cost of all of the lands used by and useful to utility 

operations at the time of the au.dit. The audit, however, accounted 

only for cash transactions. Lands or rights of way -obtained for 

any eonsideration other tha.n cash are not included in such audit. 

From the very considerable amount of evidence on this subject we . 
find as a fact that such audit does not set forth the original 

'cO'st 'of total landed utility capital as of any date and conclude, 

the-re!ore, that reliance on the same for such purpose must lead 

to an incomplete and false conclusion as, to the amount properly 
I 

crArgeable to the land account of applicant's predecessors and 

subsequently to the land account of applicant. 

Applicant's plant accounts, including ,the land account, 

were initially 3et up on its'books under-the authorization of this -----
Commission's Decision No. 2$5.56 issued February 10, 1936 in 

-11-
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Application No. 20127. As is clearly apparent from such decision 

the only questionable journal er-tries ~t that time concerned those 

'for applicant f s MO!lterey Division p:operties. All other entriess 

including those for the Sweet-water District, were approved. 

In Decision No. 28276, this Commission indicated -:hat 

the utility prope~ties should be recorded on the books on the 

basis of historical cost and that,' in the future, properties sh.ould 

be retired at the unit costs at which the propert.ie~ were reported 

on the books.. Since that time, :-etirementshave been record.ed 

on the basis of the plant accounts so s~t up, shares of stock 

have been sold an~ credit has been e~ended on the basis of the 

book figures thus established. Since 1935 this Commission, in 

)3 separate formal pro~eedings, has authorized appli~nt to issue 

securities in an 'aggregate amount 0:£ ~6S,452',4001l based on the, 

book figures theretofore authorized. We take official notice of 

our opinions and actions in said decis·ions and conclude therefrom 

Qnd now reaffirm that the entries authorized were proper. The 

present record contains no conVincing evieence on which to base 

~ contrary finding. The ~eduction of $266,616 froe applicant's 

fixed capital accounts will not be made. 

The staff ma~e a deduction of $44,300 from fixed capital 

for nonope:"ative or nonutility plant items reputed to be associated 

with the take loveland project. In a prior decision this Commission 

excluded this identical amount. In the present proceeding . 
applicant contends that the iteIlls heretofore excluded have "since 

b~en dedicated to public use and put to public use.. In 

this connection we take official notice of our Decision No. 4372l 

issued January 17, 1950 in App11cation No. 29094, in which this 

11 Some of these issues were for refunding purposes, hence this 
total exceeds the total of securities presently outsta?ding. 

-12-
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specific amount was' excluded troQ fixed capital. Even a cursory 
• . ........ I • 

examination of the items which comprise such amount would show . '. . . 

that they could not be put to operative water utility use.V The. 
'J" , , • 

. ' . 

deduction of t'his $44 ,300 trom fixed capital is proper and will 
." ... 1. 

be made herein. 

A deduction of $62,714 fa" the year 1954 ~d of $68,214-

for ~he year 1955 was made to account for re~ocation or applicant's 

plant for the benefit of others. The evidence is clear that such 

sums inadvertently include $6,500 i~ ~9S4 and approximately 

$12,000 in 1955, which do not pertain to reloca~ion work but ra~h~r 

to the ~cquis1t1on of utilit~ plant.. The proper deduction is 

~.56 ,000 for 1954 and tor 19~~ arJ,d such will be made herein~ 
.' 
<' 

The main office building ani annex, and the wareho~se, 

storag~ yard and related plant items in the Swe'etwater D~st~ct 

are facilities used in common 'With appliea.ntfs Coronado JJistrict. 

The staff allocated 27 per cent or the cost of this pl~t to 
I' , ,a. j • 

" -
Coronado District, such allocation being represented by a net 

deduction of approximately $~5,300 froe Sweetwater fixed capital. 

The st~f hcLS not mde 'such an adjustment in any prior rate case 

on eit~r. ~:tstrict~ Applicant has never made any allocation of 

these .fac~lities, on the premise that such £aciliti~ would be 

req~red for the Sweetwater District alone 1 even if there were' no . . 
Coronado District. It has no objection, however, to adopting the 

appropriate allocation procedure in the future but it doe's o1)ject 

to it in this proceeding on the grounds that applicant will be 
" 

denied any return on the allocated proper:ties un-eil such . time as 

a ra.te case for the Coronado District ma,Yinclude such amount in -, 

11 They include buildi~ silo~, picking olives, baling hay, butcher
ing cattle, the purchase of fertilizer ani seed,orchard spraying . 
and divers otrer activities pertaining to ranch operations~ , 
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the rate base for such district~ If the allocation is proper 

a~ all, and we dee:n it to be proper in view of the evidence in 

this pro ceeding, it should be made now.. Sweetwater ratepayers 

should not be burdened with providing a return on a system or a 

portion thereof not devoted to their service. As to applicant's 

contention that such treatment is unfair to it, we point out that 

if such allocated amount so affects its earr~ngs on the Coron~do 

system as to accord applicant a less than reasonable ,ret~non 
. " "'I 

such system, applicant has recourse to the: ra~-increase pre:cedure 

~r, filing an 

deduction of 

~ ,,' 

appropric.te rate application ib'r tbh:~~~;7s~~~: .. ~ The 
.. " " '... . 

...... ',r.'" 

this $45,300 is proper:a!!d"""i:',l'be made herein. 
" 

The staff has classifi ~ 9 of the, 1.5 wells lying in the 
" 

valley below Sweetwater Reservoir as being'no. longer'needed in 

utility operations. The net effect on a d~preciated rate base, is 

zero, since there is neither salvage :lor cost of removal.' The 

rate base to be adopted herein "dll be based UpO:l the premise 

that these 9 wells are not in utility plant. 

The staff-computed deductions for donations in aid of 

construction and for consumer~ advances £or construction, on a. 

weighted-average basis, differ but little from the amounts computed 

by applicant. They appear to be reasonable a.."'ld will be adopted 

herein in the total amounts of $678,500 for the year 1954 and 

$8$9,750 for the year 1955. 

" . 
.' ' 

-14-
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Based· upon th~' 'e.vidence and ~as' ~ I.r~capi 'tul~'ti;~ 1pf t.he 

above~disc\lSsed items w({!i~d, th~. following rate bas~s to be fai'r 

and rea.sonable for the purpose" or th~3:_proc~~ding: ' 
• • ~. •• , t 

~mETWATER DISTRICT 
Average Depre cia ted Rate Bases 

Item -
Total Average Fixed Capital 

Deductions from Fixed Capital 
Donations. 'and Advances, 
Re~ocations tor Benefit or Others 
Nonutility Plant . 
Allocation to Coronado 
Depreel:ation Reserve 

Working Capital Additions 
Ave~age ~~terials 
\-lorking Cash 

Average Depr~eiated Rate Base 

Riite of Return 

Year 1954 

$$;557,500 

678,500 
56',000 
44,300 
45,.300 ' 

S'1~i600 
1,63,700 

l.35,500 
l4.0 ,000' 

17;,500 

7,093,300 

":;'''' If' 

Year .. 1955 

$9,162,500' 

1,9~2,j$O 

137;350 , 
.J..,O-,-OOO 
177,?;O 

7 ;407',5Oc:::.:; 

Relating the above-adopted net :':-evenues an'Q rate oases 

indicates rates or return as rollow's~ 

· • 
: ___ y=-e;;;,;;a:.:r....::.12"";1:.;;4r...-_~: __ ....;.::..ye~a::..:r:-=1"'"92~5~_~ .... .=..- :" 

Present : ?roposed : Present : Proposed.: · · !
' , .' , .... tem " 

N'et Revenue 
Rate Base 
RAte of Return 

," ' 

.. · Rates ~ Rates : Rates : Rates: 

$ 320,000 $ 47>,000 $ 320;000 $ 479,000' 
7,093,300 7,093,300 7,407,500 7,407,$00 

4.51% ,6.67% 4.32% 6.47% 

The ~vidence is clear and the above tabulation indicates 

tha~ applicant is earning an unsatisfastory return under existing 

water rat~s:. Applicant is in need of and entitled to an improvement 

in its earning position.. The water rates which it has proposed1 

however 7 would in 'thi s instanc e prod uce an excessive return.. In 

.l!~W "of' the evidence we conclude t'ha t a rate of return of 6- per 

cent on a d~preciated rate base 'of $7,407,500 is fair and, reasonable' 

and the water rates hereinafter authorized will be designed to 
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produce such a rate of return after due allowance for the average 

decline in rate of return now being experienced. 

Spread of Water Ra:c~ 

In spreading needed revenues through water rates the. 

Commission has before it in this proceeding considerable factual 

evidence as well as evidence respecting the other factors upon 

which ap?licant based its proposed rate spread. The problem is 

one of making such spread an e~u1table one between classes of con

sumers. The "cost-of-service" study in evidence is a valuable 

guide in this respect, although not of itself conclusive. It 

clear~y demonstrates, however, the disparity now existent in the 

proportionate earnings being provided by the various classes. 

The rates hereinafter authorized should lessen that disparity •. 

It can be~computed readily troz the evidence that the 

average commodity cost is approximately 24 cents per 100 cubic feet 

of water. Applicant's lowest present blocking is 22 cents. It 

pr-oposes to reduce substantially such rate for the industrial 

class· of users 1 while raising it for all other classes, on the 

basis of g~ving recognition to the large industrial usersT very 

favorable load factor. On an incremental cost basis some rate below 

average cost is justified, but in our opinion not to the extent 

proposed by applican~. The terminal-block charge will be maintained 

a~ its present level for this class of users·. By so dOing, the. 

largest industry, assuming present use and use characteristics, 

will experience an increase of about 4 per cent in its annual bills 

while a~ increase or about 12 per cent will be realized by the 

average industrial user of water. 

App~icant proposes to increase charges for irrigation 

service an average or 37 per cent. It also proposes that the termi~ 

block rate remain at a level less than average cost. The evidence 

-16-
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is cle·lr thr:lt irrigation service has been supplied for some period 

or time without applicant's having earned any return on the £acili

tiec properly apporti.~ed to such service. App~cari~'s proposed . 

irrigation rates would p~rt.i::\.lly ~qUA.liz¢ ~b.e pre~ent dispropor- . 

tionate earning situation. We tind that the pres~iption ,of higher 

irrigation rates would tend, in our opinion, to cause irrigation 

customers to discontinue or reduce such service, thus diminishing 

substantially applicant's revenues. In view or the evidence we con

clude that applicant's proposed irrigation rates should be authorized,. 

The over-all average ,rate increase granted herein amounts 

approxi~ately to 24 per cent based upon the level of business during 

1954. At present water rat.es the average 'residential or small busi-

ness customer" for a bimonthly consUtlption of 2,600 cubic feet, is '--. 

charged $lO.SS. At the rates which applicant proposed such charge 

would be $13.6S. At the rates authorized herein such charge will be 

$13.16, or an increase of approximately 21 pe~ cent. 

Initial billings under the new rates will be prorated on 

the basis o~ average daily consumption. 

ORDER 
-----..~ 

California Water & Telephone Company having applied to 

this Commission £o~ ~~ order authorizing increaSes in rates and 

charges for ·water service rendered in its Sweetwater Diserict" public 

hearing thereon having been held, the ~atter having. been submitted 

and now being ready tor deCiSion, 

IT IS HEREBY FOUND AS A FACT that the increases in rates 

~~d charges authorized herein are justif.ied ~~d that present rates 

and cha.rges, in so far as they differ from those authorized herein; 

are for the future unju.st 'and unreasonable; therefore, 

IT IS HEREBY ORDERED that applicant is authon~,ed to file 

in qu.adruplicate with this Cotm:lis,sion, on or after the effective date 

-17-
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of this order and in conformity with the provisions. of General Order 

No. 96~ the tariffs attached hereto as Appendix h. and, a£ter not l~ss. 

than £i va days T notice to the public and to this Commission to "make 

said tariffs effective for all service rendered in its Sweetwater 

Di$tr~.ct on and a!ter June 6,. 1955. -
, IT IS HEREBY FtJRTHER ORDERED that applicant shall file, 

within thIrty days after the effective date of this order, four 

copies or a comprehensive map drawn to an indicated scale not smaller 

than 1,.,000 feet to the inch, delineating by appropriate markings the 

various trac.ts of land and territory served, the principal water 
, 

production:, storage, transmission and distribution facilities and the 

location of the various properties of applicant in its Sweetwater 

District-. 

The effective date of this order shall ~e twenty days after 

the date hereof. 

Dated at 8&n J':ra.ud.co 

o:f' ___ '_'>~~~'~.~~~~'.~~~ __ _ 

Commissioners 
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Seh<..>dule No.1 

APPL!CABn..ITY 

Al)pliea.ble to a.ll genertll motered wn.ter se%'Vice. 

TERRITORY 

Within the inc~rpora:t.ed. cit1e~ ot Chul4 Vi~ta iir.d National City, aM 
adjacent territory', Sen Diego Count-yo.' . 

~" 

Cmantityo Mtes: 

First 500 eu.ft. or less ••••••••••••••••••••• 
Next. l,5oo cu • .1"t., per 100 cu.!t ............... . 
Next 23',000 cU.1't. , per 100' cu.!t .................. .. 
Next 47'),000 eu.!t .... per 100 eu • .f't ................. '. 
Over 500, 000 cu.tt., per 100 cu • .f't ••••••••••••••• 

Yd.Dimum Charge: 

For 518 x 3/4-1nch meter ......................... . 
~ / . ",lor :3 4-i:lch, meter ............ ' ................. . 
For l-ineh meter _ ••••••• " •••• _ ...... ' ........ . 
For _ 1-1!2-inehmeter •••••• ~ •••••••••••••••••• 
For 2-inch meter ........................... . 
For 3 .. ineh. meter ........ 11'" ................. "" •• 

For J..., .. i:lch .meter ••••• ~ .... ' ...... " ..... ., •• ' e . ., • 

For 6-in.eh moter- ............... , •••••••• ' ••• 
For 8-i1lch meter ............................... '. 
For 10-1:lch, meter ................... ' •• ~ ••• "' ••• 
For l2-ineh meter .......... .,' ........... ' ••••••• 

The l-Iinimum Charge 'Will entitle the . CtWtomer 
to thequantityo£ water ~ich that cinSmum 
cb:lrge 'Will purchase at the Quantity Ra.te~. 

Per }Zctor 
:e:er YJOnth 

$2.90 
.46 
..:32 
.26-
.22 

$ 2.90 
3.75 
4.,)0 
6.50 
9.00 

15.00 
25.00 
45.00 
55~00 
70.00 

100.00 
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APPLICABnITY 

;Al'PENDIX 'J.. 
;Pa:ge 20f 14 

'Schedule No. -2 

~A:SirnE:o IRRIGAT!ON SERVICE 

Applicable. to all mea:ured irriga.tion waterearvice. 

TERRITORY 

vlithin tte in:orporated citiC$ or Chula. Vizta. am Na.tional city" ~ 
'adja.cent,'territory .. Sall Diego County. 

Quantity Rate~: 

Fir:lt 500 cu.tt. o:r 1 C~3 ........................... . 

Next 1 .. 500 c:u.£t., ;por 100 eu • .i"t ........ ~' ....... .. 
Next l3,000 cu.t't.,. :per 100 c:u.1·t ••• :. ........... . 
Over 15,000, eu.£t .. ,per loo cu.!t.;. ••• :. .;.~ •••••• 

~,Cha.rge: 

Per Meter 
per Month 

$2 .. 90 
.~6 
.25 
·~3 

For 5/8 x ;/4-inch'meter .................... ;..:.:.. $ 2.90 
3.7$ 
4.$0 
6.50 
9.00 

For 3/4.-inch meter ............................... '" "." 
For l ... 1n.eh meter ...................... ;., •• '. 
For 1 .. l/2~inch meter ...................... " .... . 
For 2-inch meter •••• _ ...... " ••• ,. .... _ .,. •••• 
For ?inch meter ........ e" • ., ....... ' ........ .. 

For 4-ineh meter • 1Ito •••••• ~ •••••• ,., •••• " ••• I 

For 6-1nch meter ........... ~ ............... fj:. 
For 8-ineh J::l..et.er •• ' ••••••••••.••••••• ~ .,., ... 
For lo-.1neh. zoeter ................ .- .......... , •• ' 
For 12-ineh meter ........................ ., ...... . 

The mini rtnm CluLrge will enti tJ.e the cU$tomer 
to the C!uantit~r or water whieh that rnimmum 
charge will plJrChase a:t- tm Quantity Rates. 

15.00 
2$.00 
45.00 
$5~OO, 
70.00 

100.00 
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APPENDIX A. 
'Page 3 or 4 

• •• \ I ... p. .., I~ r I', '0,' ''',~ ~'" ~ . ;. '\ ,".. /' . 

A.pplicable. to tire hydrant $ervice to mun1cipalitie~ and other 
politicnl $U'rdivi~101l:l~ 

TERRITORY 

• '. I .: .,t" ' ... ~ . . ~ • ....,..' " 

Within the,;~orporated cities 0 £ Chula. Vista. Mel Nllt1ona.l City; am 
~djace;ct, terri't¢ry~ San Diego Count:.y; 

'",~ , ,~'., , ,. I • r h "'l." h~~""I'1 ... ,:t " • • • • • • . • • • • " •••. or cae • re t/ ..... r;.w.. • • __ ••••• • ' .............. oil ........ " ••• 

Per ~nth 
, $4..00 
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APPLICABiLITY 

APPENDIX A 
Page 4 or 4 

Schedule No. 4 

PRIVATE. ~,._PROT=_EC=--TI=O .... N SERVICE 

N' , 

Applic~ble to all water 3ervicc rendered tor private tire protection 
purposes. 

TERRITORY 

i-lithin the incoI1X'rated citic3 o! Chula V1zta. ar.d National City" am 
adjacent t(lrritory, San Diego County. 

RATES -
For each 4~inch connection" or smaller ••••••••••••• 
For ea.ch 6-inch connection •••• ' ~ ..................... . 
For each 8-inch connection ••• 41 ••••••••••••••••••••• 

For each lo-ineh connection ••••••••••••••••••••••••• 
For each 12-~nch conneetion •••••• ~ •••••••••••••••••• 

SPECIAL CONDITIONS 

Fer lI.onth 

$10.00 
20.00 
~O.OO 
45.00 
65 .. 00, 

1. All wat~r U5ed tor other than tire ext~hing purposes shall be 
paia tor at general metered ,ervice rate~. . 

2~ Connections tor private tire protection ~tetlS shall be equipped 
with 5tand.lrd detector type meters approved. by the Board of Fire Und.er
w:ri ters and the cost ot, the meter ana. appurtenant structure shall be paid" 
without ref'Uni, by the a.pplicMt .. 

:3. It a distribution m.a.1n or adequate size to serve a priva.te tire 
~ervice in ~ddition to all other normal service does not exist in the ~treet 
or alley adjacent to the prem1~e~ to oe served hereunder, then a service 
main from the nearest ex:t.st1ng ma.i11 of 4d~te C4paeity'Will 'be :in:5t.Qlled. 
by the company a.t tbe co~t of the a.pplieant. The amount~ paid. by-the 
a.pplicant hereunder to establi~h private £ire protection ~ervice ~hall not 
,be ~ubject. to refund., ' 


