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BZFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Decision No.

Ir the Matter of the Application of
PACIFIC WATER CO., a California

corporation, under Section 728 of the

Public Utilities Code, te consolidate
and increase 1ts rates for 1its Orange
County Water Systenms.

Application No. 38402
pg,. 3

In the Matter of the Application of
PACIFIC WATER CO., a California
corporation, under Section 728 of the
Public Uxilities Code, to increase its
retes for the Westside Water System and
adjoining areza in San Bernardine,
California.

Application No. 38441

In the Matter of the Application of
PACIFIC WATER CO., a California

- ecorporation, under Section 728 of the
Public Utilities Code, to increase Ats

. rates for its Hawailan Gardens Water

- System, 1ts Burbank Tract Water Systen,
and 1ts Independence Square Water Systen,
all in Los angeles County, California.

Application No. 38695
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(Appearances 1listed in Appendix A)

INTERIM OPINION AND ORDER

- By the above-entitled applications, filed respectively on
September 11, 1956, September 21, 1956, and December 28, 1956, and
thereafter amended, Pacific #ater Co., a California corporaticn,
furnishing domestic water to consumers in 23 systems in Los Angeles,
Orange, San Bernardino and Kern Countles, seeks authority to increase
1ts rates in 14 of sald systems in Los angeles, Orange and San Bernar-

dino Countlies,




Public hearings were held in Los Angeles on the consolidated
applications before Commissioner Rex Hardy and Examiner Kent C. Rogers
on July 24, and 25 and before Examiner Rogers on July 26 and Septem-
ber 18 and 19, 1957. During these hearings approximately 25 exhibits
were filed and testimony explaining said exhibits was heard. At the
hearing on September 19, 1657, all exhibits concerning operating
results were withdrawn except Exhibit No. 4 which shows service-wide
results of operations for the recorded years 1955 and 1956.

On September 19, 1957, applicant filed a document in the
above-entitled matters entitled "Amendments and Petition for Interim
Rate Increase.” A public¢ hearing on this matter was held in Santa
Ana on October 9 and in Artesia on October 10, 1957, before Examiner
Rogers. Prior to the first of said hearings notice thereof was
published as required by this Commission.l/ In this petition appli-
cant alleges that it is in dire nead of immediate relief for the
following reasons:

(1) That it has suffered an operating loss since 1955, in 1956
its net operating loss was $29,288.18, and to July 31, 1957, its net
operating loss was $16,813.85 and it estimates its operating loss
for 1957 will be $30,000.

(2) That one and one-half years of continued operating losses
have seriously impaired applicant's c¢credit and if such losses continue
much longer its credit may be permanently damaged.

(3) That applicant's long-term financing for its increase in

utility plant has been handled under a trust indenture (Exhibit No. 31)

These contained days and places to which the principal applications
ad been continued. Prior to the first day of hearing notice was
malled to each of applicant's consumers as required by this Commission.

- -
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and bonds wnder this trust indenture héve been purchased by Comnectl-

¢y Mutual Life Insurance Company; that under the trust indenture

additlional bonds may be issued agalnst property additions in an amount
equal to 0 percent of such expenditures provided, however, that nev
operating earnings of the company for & period of 12 consecutive
calendar months immedlately preceding the date on which bonds are
applied for equal at least twice the bond interest requirements; that
the annual bond interest requirement i1s defined to mean the interest
on bonds issued and applied for under the trust indenture; that
currently the annual Ainterest requirement on the issued bonds 1s
$31,985; that before applicant can issue any more dbonds 1t must have
net operating.earnlngs of $63,970 plus twice the interest requirement
of the addl%lonal bonds issued, and would have to receive such net
operating earnings for 12 prlor consecutive calendar months; and that
even if rate increases are granted immediately on an interim basls

it would be at least 12 months before applicant can get back to &
sound basis for financing utility plant addltions.

(4) That applicent's water systems are mainly located in fast-
growing areas of southern California and 1t 15 necessary for applicant
to make substantlal additions to 1té public utility plants in order
to meet normal growth requiremenﬁs; that in addition, the Commission
has required additions to the utility plant such as a required meter-

ing program in éll of applicant's Orange County systems; that it must

maintain a sound basis for financing if 1t is to make the additions to

the utility plant reguired; and that vecause of 1ts operating losses
applicant is wabdble to finance the reQuiééd additions to its utility

plant.
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That Connecﬁlcut Mutual Life Insurance Company has
advised appiiéant that 1f applicant's operating
loss 1is n&t soon remedied 1t would not purchase
additional‘ﬁonds, and as cash comes in from the
consumeré‘ advance trusts it would require these
funds to be used to redeem bonds rather than

for additions to utility plant.

That because of lack of earnings, applicant has been
pértmally financing its additions to utillity

plant by interim financing from Bank of America;
that at the present time applicant has exhausted
its line of credit with Bank of America in the sum
of $150,000; that by March 1, 1958, Bank of America
will require from applicant a plan for the long
tern financing of the interim financing; and that
this is dependent upon applicant re-establishing
its net earnings;

That because of lack of earnings applicant cammot

increase 1ts equlity capital by the sale of stock.

Individuals and groups opposed to the granting of an interim
or any rate Aincrease appeared at the hearings. There was also
eriticism of the service rendered by the applicant. A representative
of the City of Westminster (Orange County) Water Planning Committee
also presented figures, largely taken from applicant's wilthdrawn
exhibits, intended to show that applicant is not in need of an interim

rate increase.
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Conclusions and Findings

Applicant's contentions are based in part on the facts

that it has been required by this Commission to improve its
systems and hire additional personnel; that before any additional
bonds can be issued for improvements applicant must show net
operating eamnings of $63,970 (twice the interest on bonds issued)
plus twice the interest requirement of any additional bonds issued;
that the bondholder has indicated that it is deeply concermned with
applicant's continued operating loss and if the loss is continued
it not only will not purchase additional bonds, but as funds come
into the bond indenture trust from the consumers' advances trusts,
it will require that the money be used to redeem outstanding boads
rather than for additions to utility plant.

The record herein shows, among other things, that appli-
cant can find no market for its stock for the reason that its
earnings record is poor, that its entire line of credit is very
nearly exhausted.

Pacific Water Co.'s capital structure has been the
subject of Commission concern for some time, as evidenced in
Decision No. 53862, dated October 1, 1956, and in Decision

No. 55730, dated Cctober 22, 1957.
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Each request for interim rate relief must be determined
upon the special facts and circumstances of the case. No hard and
fast rule may be preseribed to fit all cases.

The record reflcets that there is an existing
emergencytRirranting an interim rate increase. Because
of the present financial condition of the applicant we find, from
the evidence, that ability of the applicant to continue to furnish
reasonable service to customers entitled to receive it is in
serious jeopardy. In the circumstances, we £ind that the public
interest requires that applicant's customers be furnished reasonable
service. In order to furnish such service the applicant must
receive interim rate relief.

, Rates in the three general areas will be increased -
to an amount approximately one half of the over-all amouat requested.
However, because of the numercus schedules ia certain of the
systems, individual rates in some instances will not be increased
while in others, increases of more than one half will occur. Both

flat and metered rate service schedules will be adjusted. The

Commission finds as a fact that the increase in rates and chazges

LN ]

authorized herein are Jussiiiﬁﬁ{

-6-




A, 38402 et Ql. ET * %

The Commission reserves its final findings and conclusions
on applicant's operating practices, its adjusted operating revenues
and expenses, its rate base, rate of return, final rates amd allied
matters until the conclusion of applicant's main case for a rate in-

crease, and the issuance of a final decision herein.

INTERIM ORDER

Amendme

o
ing been filed, public hearings having been held, the matter having
been submitted and now being ready for decision, therefore,

IT IS HEREBY ORDERED that Pacific Water Company be and it
is authorized to file in quadruplicate with this Commission after
the effective date of this oxder, in conformity with the Commission's
General Order No. 96, the schedules of rates shown in Appendix B
attached hereto, aund, upon not less than ff:gﬂ@ays'nocice to the
Comuission and to the public, to make said rates effective for
service rendered on and after February 1,1958.

The effective date of this order shall be ten days after

the date hereof.
Z?L

Dated at ~e¥ﬁ;~;”a£LdLJH£J;LJ), California, this

day of Attty e s ., 1988.

J




A, 38002, 38kLL, 38695 - im

Appendix A
List of Appearaynces

Moss, Lyon & Dumn, by George C, Lvon, for applicant.
c, M. Sarovan, John B, Gillanders, A, L, Cieleghen and
Righard R, Eqgtwisile, for the Commission staff.

Winkler, Mrs . .

Walter J, Wilson, H

Cook, Mps, E A, Cook, Mrs, R
R, A, Brock, Mrs A

H. Buchhelz: interested partles.




A, 38402 ET

APPENDIX B
Page 1 of 5

' Schedule No. WS-

APPLICABILITY

Applicable to oll metered water service.

TERRITORY

The unincorporated territory of Sections g, 9, 10, 15, 16, 17, and the
Southoast quarter of Sestion 5, Township 9 Nowth, Range 2 West, S.B.B. and M.,
wect of the toumn of Barstow, San Bermardine County.

RATES

Por Moter

por Morth
Quantity Retes:

TIrSt 900 Cuefte OF 1653 srerevscenceneneensens B 2,35
Next 4,100 cu.ft., per 100 cu.ft. tesecsnssscens 22
Next 5,000 cu.fbe, POr 100 CULEEe veveoconenanss’ 18
Over 10,000 cu.ft., per 100 cu.ft. atiescasvassen .13

Minimum Chaxge:

FOT 5/8 X 3/4=inCh DmELOT veverunnnnneenneeeennnnn, $ 2.35
For 3/4=inch meter ceeeserastttssunasanasny 3.00
For l-inCh meter SesrcLacIRNONLEIIRILORROIRBE S 5.00
For 1-1/2-8nCh MOLOY weeeeenannesceenonssannn. 7.50
FOI‘ 2"inCh meter SrNssPPRRIPISILACTERNINBCESIRERRRS 10.00
For 4INCh DOt tiviiineneosnncncncocnnns 30.C0

Tho Minimum Charge will entitle thc customor
to the quantity of water which that minimum
chorge will purchase at the Quantity Rates.
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APPENDIX B
Page 2 of 4

Schedule No. LO=1

Loa_Anreles Countv Tapiff Aren

GENERAL METERED SERVICE

APPLICABILITY

Applicable to all metered water service.

TERRITORY

Certain arecs near the cities and wnincorporated communities of Norwalk,
Downey, Artesis and Nowlin, end vicinity, Los Angeles County.

RATES
Per Meter

nex Monih
Quantity Rates:

First 800 cu.ft. or less '.‘.....'..........'.... $ 2.75
Next 2,200 cu.fto’ pe‘,!.' 100 Cu-f‘b. Csassenssesnasvae .25
Nem 3’%0 Culf'tO, per lm cu'ft. LE R NN N NN NN NN NN .20
Next 4,000 cuftey per 100 cufte yrpyyppappnnning 16

Over 10,000 cu.ft., per 200 cu.ft. .13
Mintmum Cherge:

Fer 5/8 x 3/4=inch moter $ 2.75

FOI‘ 3/&-5.1'1011 meter S0P 0N0GRROIAITOBIBORIRNRLLESE Looo
FOI‘ l—inCth‘ber ShbusosprarsssRIOSeRaRRREES 5.00
FOI‘ 1—1/2—11'.!011 metor LA A LR SR ERENER LN BN Y NN E NN RN Y] lo.oo
FOI‘ z-iIlChmeter (AR R R EE R NN IR N I N N N S A M.OO

For 3-inch meter 26.00
Fer 4=inch meteor 38.00

The Minimum Charge will entitle the custemer
to the quantlty of water which that minimum
charge will purchase at the Quantity Rates.
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APFENDIX B
Page 3 of 5

Schedule No., LO-2

Los Appeles County Tawiff Aren

CENFRAL ELAT RATE SERVICE

APPLICABILITY

Applicable to all water service furnisched on & flat =~ate besis.

TERRITORY

Certain areas mear the cities and unincorporated communities of Norwalk,
Downey, Artesia and Newlin, and vicinity, Los Angeles County.

RATES
Por 3/4-Inch
Service Connoction
per Month.

For each single family residence, including
premices not oxcecding 10,000 sq. £t. in area $3.00

a. For each sdditional residentisl unit
on the seme premises and sorved from
the same Servico connection vevecescences 1.50

b. For each 100 sq.ft. of arca in oxcess
of lo’ooo Sq. ft. * e *2acedenredesa .02

2, For oach 5tore, market or SHOD seeesecssveven 3.00

3. For ooch Sorvics STALion eeeeveccosococscenas 3.50

SPECYAL CONDITIONS

1. ALl servics mot covered by the above classifications will be furnished
only on a metered basis.

2. A weter may be installed at option of utility or customer for above
classifications in which cvent service thereafter will be furnished only on the
besis of Schedule Ne. UO-1, Genoral Mutered Sorvico.

——
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APPENDIX B
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Schedule No. OR=1
Orange County Tariff Awan
GENERAL METERED SERVICE
APPYLICARTY,ITY

Applicable to all meterod water service.

TERRITORY

Certain areas in or near the cities and unincorporated communitics of
Goarden Grove, Westminster, Barbor City, Midwoy City and Sente Ana, and
vicinity, Orange County.

RATES
Por Meter
nay MQD"':h

Quantity Rates:

First 1,000 cu.ff. O 165S seesceccensarecnnsnaceees & 2.50
Next 2,000 cu.ft., per 100 cu.ft. Ssesernsanvassrac 20
Next 7,000 cu.fte, Per 100 CUefe coecnceaccnnnoans 16
Next 20,000 cuefte, per 100 Clefte sveeeonsocscennss VA

wer 30’000 cu.ft., per loo cu.ﬁ. %S sssbbanrnnase -12
Minimm Charge:
For 5/8x3/4—inCh meter LR R R R R R O O N $2050
FOI‘ B/A-inCh meter SasvsrrasravvsTEORsETERERS 3.75
FOI‘ 1-inchmeter Senssssadivnssvensnsnannttay 6.00
For 1-1/2=30CH TCLET veevaceesncanocnnsonnannnnns 10.00
FOI’ 2—inChme'teI‘ GessansRRVRERIrIPIEBRUSRRUSEETYESR M.OO
FOI‘ B-inchmeter SR ASPURNPE RNV OERIRBLIERSEERSE 27..00
FOZ‘ A.—inCh meter PP LIPRIEBLIITEITFROIOLIGEEIERNGES 43-00

The Minimum Charge will entitle the customer
to the guantity of water which thaot mimfimum
charge will purchase at the Quantity Rates.
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APPINDIX B
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Schedwle No. OR-2

Oranea County Tariff Aren

GENFRAL FLAT RATE SERVICE

APPLICARILITY

Applicable to all wator service furnished on a flat rete basis.

TERRITORY

Certain areas inmer near the citfes and wincorporated communities of
Gordon Grove, Westminster, Barber City, Midway City and Santa Ana, and
vieinity, Orange County.

RATES

Per 3/4=Inch
Service Commeetion
ner Mowth

Tor a sirgle family residence, including premises
not excoeding 10,000 5q. £. in AT'68 eeeevvesenens $3.00

a. For each additional residentisl umit on
the same premises and served from the
5ame SErvice CONNECLION cieensescncsonsvasnses

b. For each 100 sq. ft. of area in excess
of lo,ooo sq‘ ft. ...I'l.l......‘....l.....l.l

2. For each store, markoet or SHOP sevecccvenncncnens

3. Tor each service station Cesvesteassectaternenanens

SPECIAL CONDITIONS

1. ALl service not covered by the above clascifications will e fur-
nishked only on a metercd basis.

2. A meter may Be inctalled at option of utility or customer for above
classifications in whick ovent sexvice thercafter will be furnished only on
the basis of Schedule No. OR-1, Gonoral Motored Service,




