sesw_omee . ORIGINAL

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Application of
the SOUTHERN CALIFORNIA WATER COMPANY

for authority to increase rates chaxged Application No. 41295
by it for water service; in {ts. Central J

Basin District. -
0'Melveny & Myers, by Lauren M. Wright, and C. T. Mess, r
for applicant. -
Domald W, Mansfield amd Carlton X. Casiens, for the
City of 3ell; and Almeda Kreici, for Florence Firestome
communily Protective Association, protestants.
L. C. Wayme, Metropolitan State Hospital, for State oZf
California Department of Mental Hygziene, and William
L. nechit, foxr Califoxrnia Farm Bureau Federation,
interested parties. o
Cyril M. Saroyan and J. B. Balcombd, for the Commission

QRINION

o am

So,_uthern California Water COmpaﬁy, a coxporation, by the
above-entitled application, filed July 10, 1959, Seeks authority to
increase its rates for water service in its A::t:esia%quth Artesia,
Bell-Belldale, F‘Iﬁc:ence-craham, Noxwalk “A'', and Ndrwalk "3 (Loxmer ﬁ
Sunshinc) areas which comprise its Central Basin District. The
gfoss anhual increase would 'amouﬁt: to approximately $-347,600, based
on adjusted 6perations for tke year 1959. Applicant seeic:; to con-
solidate its taziffs for each of the aforementioned areas imto 2
taxiff 'applzicéblé iunifdr'mly to the Central Basin D‘:I.stric_t.\

o Original and adjourned publ:i.c hea.r:‘.ngs ﬁeﬁ:e held before
Examiper Stewart C. Warnexr on Sept:embe‘r‘ 8 and 9, and October 27 and
28, 1959, at 3e11. By a copy of the minutes of a meeting of the
City Council of the City of Dowmey, beld on July 28, 1959, said City
protested the instant application. The City of Bell also protested
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the application.on the grounds’that the proposed‘increase in rates

" would bear inordinately heavily on the residents of Bell and Bell~
dale, and on the further groumds that the applicant did mot furnisk
adequate fire protecticn service for the City to receive a‘rating o
other than Ciass 5 by the Boaxd of Fire Underwriters of the Pacific.’
The. Florence Firestone Communrty Protective Assoclation's presrdent
B protested the grantinghof the applicatron on, behalf of the said
Association but personally supported the applicant. Notices of the
hearings were publrshed in 9 newspapers of genmeral crrculation
throughout the service area and all c1ty clerks and chambers of

| commerce were. notxfied. No other protests were entered The matter
was submitted for decision upon the receipt of late-frled Exhiont
No. 13 on'November 2, 1959. “

On December 29 1959, an order was. issued by the Commission
| setting aside submissron and reopening the proceedings for further
hearing. The purpose of said further hearing was-tovcomplete the
record and to remove the deficiency as to the showrng of the appli-
cant of its esrrmated earnrngs for the yeaxr 1959 at the present and
proposed rates by the rnd1v1dual tariff axeas proposed by the appli-
cant to be consolrdated into a srngle tariff area for its Cenrral
Basin District. A further hearing wes held before Examiner Werner
on Aprrl 4 1960 at Bell and the matter was then submitted for
decrsion.

ﬂGeneral Informatron |

The applicant furnishes water service in 16 operating
districts, of which Central Basin is ome. It also furnishes electric
service in the Big Bear Lake area, and operares a nonutility ice

vplant at Barstow.n
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Basis of Agp lication .
' | ApplicEntalleged, in its application, that its total
utility operations for the year 1958 recorded produced a rate of
return of only 5.77 percent, which was the same recorded rate of
return for thc Central Basio.District.' it eStimated that at the
present rates, total utility operations for the year 1959 would pro-
duce a rate of return of 5. SSJpercent,'with a raté“ofrreturn of 4.04
percent on Operations of the Central Basin District. Said estimatc
of total utility operations was modrficd.by Erhrbit No. 9 to reflect
the revenues, for Barstow, South San Gabriel, and Southwest Districts
as if rate increases gramnted and applicable to saidvniotrictS‘had
been in effect since January 1, ‘1959._ Said‘modificetion showed a
rate of returs  for the year 1959 estimeted of 6. 20 percent for total
utility Operations at present rates.

The rate of return at present rates for the Central Basin
District was alleged zo bave been less then a faixr rate of return
. for: the year 1958 and it was alleged that after considerfng appli-
cant's 'construction ‘budget foxr the year 1959 of approximetcly
$666 000, ‘the reduced rate of return of 4.04 percent was 1eos
rhan £crr j
| : Appllcant alleged that utility operatiops for the yeaxr
1959 estimated at proposed rates would produce a rate of Teturn of
6.43. percent with a rate of return of 6.71 percent in the Central
‘Basin District. |

Erhibit No. 14, preparcd by appl;cant and rcceived at the
April, 4 1960 hearing is a report om tke results of applicant‘“
operations for the year 1959 adjusted at present_and.proposed rates

for‘each,offthe,areas now comprising said Dietrict,-and_for the
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District as a whole. The following tabulation sumarizes the rates
of return shown in said exhibit. Also shown are the inmcreases in
gross amual revenues for each of the areas which woqu result from
the p:oposed rates. | |

RATES OF RETURN .

% Proposed Increase
Year 1959 Adjusted in Gross
Ared - Present Rates Proposed: Rates Annual Revenues

Artesia=-South
. Artesia 4,317 5.65% $ 23, 470
. Bell-Belldale 3.76% 8.347 187 665;'.
Floxence~-Graham 5.357% 7 407 : 66 200
Noxrwalk "A" 4.08%- 5.45% 38 5083
‘ Norwa.lk "B" 2.13%. 5.90% : 31,7564,.‘
| Centra.l Basin D‘.Ls-— |
‘grict as a |
‘whole . 4 227, 6.93% $347, 599“

% Based on 11 months' recorded data with the montb.
of December’ estimated. '

Ce:t.tral Basi.n D:.str:.ct Operations

Water semce was being furnished by the applicant in its
. Cettral Besin D:Lstrict to 3,011 active consumers in Artesia, 9,128
in Bell-Belldale, 6 430 in Florence-Graham 5 188 In Nozwalk "A"
end 2, 4.57 in Norwalk "B, for a total of 25, 914 active canetmers on
_. December 31, 1958 Said tota.l inciudes 25,856 gencral metered serv-
| :Lce, 4 flat rate, and 54 private flat rate fire protection sexvice
consmers; ' In add:Lt:.on , 1, 233 fire hydrants fox public f:!.re protec-
tion were connected to the system as of that date. The total m:mber
of consumers was estimated to :an*ease to 26, 527 by the end: of the
year 1959. o N o , |

The relation of each of the operat:.ng areas affected by
the instant applicat:.on is shown on Chart 3B of E:fbl'b:..t No. 7. Said
Chart sbows that the 50pcrating areas are not interconnected. . They
conprise portioms of the general arez south of Ana.'o.eim-‘l‘.‘e..egraph

Road, cnd Verzon :md Sla:uson Avenues, east of Central Avenue, noxrth

~of Carson Street, a:nd west of Valley View,

i
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The Artesia area :an-iudés porti.on.s of Artesia and Dairy
~ Valley. The Bell-Zelldale area, a comsolidation of the comp:my s
Bell Bell Gaxdens and Eollydale systems, Includes a major port:.on
of the City of Bell, a portion of the area xnown as Bell Gardens
between the Los Angeles Flood Control on the west, the City of
- Dowmey on the egét; the Ciﬁy of South Gate on the sqﬁth, and
Florence and Gage Avenues on the north, and also includes portioms
of the Cities of Downey, South Gate, and Paramount. The, Bc'Ll-
oelldale area is sez:ved under two different tariff schedule . The
:lorence-Graham area .anlude.; 2 portion of the C:x.t:y of Vemon, and
the *\Iomalxc A" area includes port:.on.s o£ e, Cit:r.cs of :\‘orwa.l.c
. and Santa Fe Springs. All other areas arc in uru.ncorpo:.‘ated terzi-
- tory of Los Angeles County. The terrztory covered is appro:dmately
11.7 square miles and the ma_;orn.ty of t:he sexvice is rean.dent:.al
" with a small amount of industrial ..ervice in the C:I.tief' of Bcll
| Vernon, and I\orwal’c. Of the total customer., sexved as .of Dcc:ember 31

>

1952, approx:x.mately 98.7 ‘percent were commerc:.al and res:.dent::.al.

Applicant maintains 6 district offices w:.t:hin the Central
Bzsin Dis txict where. all matters relating to customers' serv-i.ce, such
&8 service applications, collectioms, meter records, compla...nts, and
local matters, ave handled. In addition, the appl:.cant mainmains 4
collect:.on sexvice offices on East Florence Avenue in Los Angeles
Carmenita 124:;:&«:1 in Whittier, East 77tk Street in Los Angeles, ‘and on
Norwalk Boulevard in Artesia. A dzvis:.on manager, who is a.lso a
vice president, is assigned to the Central Basin District which also
has a district superintendent of operat.gons, a commercial manager,
and a foremen for Bell-Be dale, Florence—craham, and Norwalk- |
Axtesia, each, vn.th 21 pumpers » Service men and meter readers, and
11 cashn.or-clerks a...l as shovm on Cha:rt 3A of Exhibit No. 7.

5-
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The sources of water Supply fcr the Central Bas:x.n Dist:ci.cc
comprise 46 company-owned wells, t«ogether with 4 conncctions to the
facilities of I’ctropolitan Water District through the- Ccntral Basin
Mum.cipal Water District. Stcrage f.acilzi.t::z.c:0 consist of (,]17 tanks
and reservoirs, 'four of which are elevated steel tanks wi"th a com-
bined capac:.ty o.«. 560 000 gallon., two of which are concrcte tanls
with a combined capacity of 430 000 gallons and eleven o:E which are
steel tanks with a combz.ned capacity of 2 173,000 gallons.. Total
water produced from applicant's wells in 1958 amoum:ed to /6 223,993
htmdred cubiec feet, and watex puxch.ased from Metropolz.tan Water Dis~
trict amounted o 573,946 hundred cubic feet. Tae water A!‘producec
from 31 of épplicmt's_ ﬁelLs | :cequires no treatmcnc;" the wcte?r from
7 wells is treated with chlorine; the water f:om 3 wells. 'l:‘i.s Td:".s&
charged into sand traps, and the water Lrom one well requ:xes
~ aezation before being chlorinated. ' ’

| The zecord shows that the 5 operating oreas comp“:.smg
apoliczmt's Central Basin District axe sub..tant:.ally bu:.lt up, with
the possivle exception of Norwal" ¥3%, the so~called Su::xam.ne area,
in which there is some possibility of furtherxr subd:‘.vision. 'Ib.e water
systems have bcen in place for many years and about 36 percent of the
distribution ma.mu are steel, with the balance cast iron and as'be.,tos-
cenent.’ Most of applicant'’'s oudgeted e;:pend:.tm:es for distr:.out:.on
mains are for the zeplacement of the steel mains in areas wncre water
servi‘ce nay tend to be belovf standaxd, and the 1959 e«timatccf‘
conotruct:.on prozxam, mcluded in the capital construction oudget
Ao::; said year, includes about 5254 OOO for d:..»tr:.'but:’.cn system

replaccments and morovcments conq:z...t:m,_, of cast ixen ané - a,bcstos—‘ |

| cemem. oioe, and. the cement-linlng of riveted steel p:.pe. , Otner
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major items of the 1959 budget axe $44,750 for the drilling and

)
equippn.ng of the Hawaiian well, $72,215 fox tbe construction of‘

1
Centralia La.nk and appm:tenances, and $22 000 for land :Eor future

L

Rates \ ’

| Applicant's present rétes for gemeral metered sexrvice for‘
the Artesfa-South Artesia area became effective Sevtcmoer 10, 1954,
by Decision No. 50442; for the Bell area, on Maxch 1 1952, by
Decision No. 46703; for the Bull Ga::dcno area of the \Belldale tariff
‘area, omn Octobex 22 1954 by Decz.s:x.on No. 50564; £o- the Hollydale
area of the Belldale tariff azea, om May 1, 1941, by;.e solution W-75;
for the "‘1orence-G"aham and I’fo:walif "N‘ areas, on .Tovember 16, 195¢,
by Decn..;n.ons Nos. 53°12 and. 53911 reopectn.vely, and .for the IIorwal.c
*B* axea, on &ugu.,t ZS, 1854, by Decision No. 50340 Tae a.ollow.ng
taoulau_on compares apolicant"' present rates fox. general metercd

sexvice with those m:oposed in the application and the -'ates L

g authorn.zea heremafter.

OOMPABZCSON OF PEESNT » PROPOSED, AND AUTHORIZED
GENERAL METERED SERVICE RATES

Exesont, P_rnpo__ A_m_m

. Quentity Rates: Por Meter Por ¥onth
Axtesia — South Artesia
First 700 cu. e OF 1OSS ceveees cevencence $2.10 $2.10
First 800 cu. ft. OF 1058 ccccveccocrascnsce $L.80 :
chb l’m cu. ﬁ., mr lw cu. fto ........- .20 020
Next 2,200 cu. rt., por 100 Cte Lo wecrcens 8 ‘
cht 7,0% Cl. -’ pc:' 100 Cle ft- ssssnsas -3-6’ ’

. cht 7’5wcu. i\t'-, PCI‘ 100 Cu. R- . oevessow ol? 02-7
Next 90,000 cu. £t.; per 100 o fbo eceeenes 25 .15
Next 50,000 cu. ft., per 100 e Lte voceceen o2y VA
Over 10,000 cu. £t., per 100 cue Lte cccevcee. o2h

Over 150,000 cw. £t., por 100 cw ft. .ovevewe A2 Az
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COMPARISON OF PRESENT, FROPOSED, AND AUTHORIZED
GENERAL METERED SERVICE RATES.
ZContinuedj‘

Brogent Fropesed Authorized
 Quentity Rates: - . . Per Yeter Per Yonth

PMrat 600 cu. ft. or less - 825
First 700 cu. ££.°0r 1035 cevecscccarcrcceen
Next 1,800 euw. ft., por 100 e, Lt cececcnes
Next l’mc‘u.. fto)' Pe‘.l' 100 cu- m. Qo.-.o.o'o
Noxt 7,500 ¢cu. £H., per 100 cu. V. _
' Next 90,000 C'L'L. fﬁ., Per lOOc‘L'L. ﬁ.— 7----..-'--‘
Next 50,000 cu. £t., per 100 cu. £, cocece...
Over 10,000 cu. ft., per 100 cu. £b. ..
Over - 150,000 cu. ft,, por 100 o

., por 100 cu.

] ftog p@:‘loocu.  esessasss
ft.’ peI‘ 100 Cl. ‘ sossscsne
fb., m lw CU.. ..,..-‘....
$tey por 200 cile L. cevecanes
ﬁo’ POI' 100 Cle ﬁ- csssssune

v ﬂ‘o,pcrlw Cl. i‘b- a---uad--;‘

XY YRR X ]

f‘b., pcr' 1.00 Cle’ cecnssesa
At.; peI‘ lm C‘U..  esecacvew
‘ft-, Per 100 C‘ll. ssasrasces
- £t., por 100 cu.  esesssssw
- ., por 200 cu. . cecrscces
. ﬂ-, Por loo ol vesswssas
£t., per 100 cu. fb. eeveccens
£t., por 100 cu. srsracscs

HAT

ft, or 1635 ceecoccecnnncs eeee
fte OF 1835 cevencencecans vene
ﬁ.’ mr lw cu. ﬁ. t....ﬁ...
- £t., per 100 cu. ft.
£t., per 100 cu. L%,
- ft., per 100 cu. ft.
£t., per 100 cu. ft.
£t., per 100 cu. ft.
Y., per 100 cu. ft.
- fo., per 100 cu. L.
; £t., per 100 cu. f£t. .
fte, per 100 cu. Lt. sececeaee

'-8-‘
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COVPARISON OF PRESENT, PRUPOSED, AND AUTHORIZID
CEXERAL WETERLD SERVICE RATES -

Continued
. | Present Proposed Authordzed
Quantity Rates: : Lo o
Por Meter Per Monmth -
Norwalk MEY
Firﬁ‘b 700 Cl. f‘b- or 1633 t-a-o;---lo.---.-. ‘.}2010 32.10
Fj.TSt ' l,wo cu. m-OZ‘ 3.039 LR YA B T AN S XN AXNNN ] 31.75
- Next 1,800 cu. ft., per 100 et ft. ececeen.. 20 .20
Next 2,000 cu. ft., per 100 cu. £f. ...... PO &2 -
Nem 7,500 cun f‘b-, poYr. 100 cu. ft’o snesevens 017 ' -17 ‘
Nem 90,000 Cu. fto’ Per 100 Cu. fta o-‘o-----’- -1-5 .15
Xm 50,000 Clle fto’ pOI‘ lw Cu. ft- XXX RERE XY ] .u‘- 'u
OVO!‘ O 000 Cls ft- pe-. 100 Cle ft- cvsvscsansm nlo ’
Over 150,000 CUn Ttey POT 100 Chs Z8u wemmons . 22 12

At the present ra.tes, thc charge for a mom:b.ly consumpt::.on
o€ 1500 cubic feet in Artesia-South’ A::tesia would be $3.06; in Bell,
$2.51' in Belldale, $2.12; in lorence-Graham $2 9&' :Ln Norwallc AN,
$3.17; and in Norwalk "B", $2.SO At the proposed xates the charge
£6§: ‘such constmption would be $3.70, and 2t the rates authorized

' here:.na...ter, such chaxge will be $3.24 for Bell—Bel.udale and

Florence-Greham; and $32.70 for the other three tar:!.f" areas.
Applicant also. seeks aut.hority to flle an optional special

metered sexvice rate for la.rge-qv.:é:xtity users whic_h wouid be appli-

czble to service furniéhed only during the'ﬁours of 9 P2 to 5‘ a.m.

through 2 4-inch or larger meter. This service was mtended to

apply to the Metropoln.ta:n State Ho.,pztal in Noxwalk. It appea::s

from the recoxd that a special contract will be negotia.téd 'between
the appln.cant and the hospital that the £iling of the optional
special mctered serv:’.ce rate wﬂl not be necessaxy; and tba" tbe
public interest requires that that portion of tke appl:.ca.tion should

‘No change. :I.n appl:x.cant's presently fﬁ.ed r.a.tes fo:: £lat
rate semce, public fire hydrant sexvice, fire spr:f.nkler sexvice,

-9-
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'constrﬁctionfand other temporary flat rate service, or service to
company emplcyees, is proposed’ in the application.

Earﬁin S o

Exhibit No. 7 is a report submitted by the applicant of its

operations :Ln the Central Basin District, and Exhib:.t No. 21 is a
repoxrt on the results~o£ apptxcant's operations in its Central Basin
-‘District for the year 1958 recoxded, and the yeaxs 1958 adjusted and .
1959 e°timated at pre.vemt aad Jp:r:taposed Tates submitted ‘by Comssion
'sta‘.fﬁ engineering w:.tnesses.. The earnmgs' da.ta. contaa.ncd ic

E:rhﬂ:its Nos. 7 and 11 are summarized as follows:

SUMMARY OF EARNINGS

sYeaxr 1953: Te Esvima
:Recorded = Present Rates Proposed HRates
' s Per Co. . Por Co. :Per P.U.C. = Per Co. :Per P.U.C.
Ttem : Ex, 7 = Ex.'? : Ex, 11 'an,"i s ;g,_'.!l‘

Operating Rovomse 51,093,235 31,107,660 81,108,100 1,456,360 $1,458,300
Operating Expenses L37,159 537;510 525,538 538,280 525,528
Depreciation - 125,737 16,800 147,730 146,800 147,730
Taxes 225,894 201,511 183,620 382,975, 370,870
‘Totel Oper. Sxpamses $ 788,700 § 75,80 © 856,888 11,065,055 §1,04,138
Netf‘,oberating Revenue ;3015,4-&5 " 231,839 2613512 38 L Laa,162

" Ratc Base : 5,267,700 5,802,300 5,759,440 00 5,759,440
Rate .of Return 5.78% 3.97% Lo 54% 6.65% T.29%

No sn.gaifzcant differences between the estm.ates submitted
by the applicant and “the staff of ocerating revenues for the yeax
1959 at present and Proposed xates are ev:.dent. |
The principal. d:.ffeo:ences between the estimates of ope::-
ata.ng expenses subm:.ttec by the applicant and the staff for the year
| 1959 are those associated with maccozmtcd for watez wbe-:cin the
staff estimated water losses at 7.5 per:cem: as a percentage of pro- |
duction, and the eppl:.cant est:.mated such losses at 12 .2 perccnt,
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the applicant claimed $1,600 per ;'ear in Account 797, .Regula_tory'
Commission Expenses, to recoup such expenses amortized over a Seyear
pet:[od for the Florenmce-Graham and Norwalk "a" rate cases in Appli-
cations Nos. 37374 and 37379' the applicant claimed $3 400 additional
allocated administrative and ‘genexal expenses by using the allocation
fomula developed fcr Applicat...on No. 40675 a rate increase proceed-
;5 ing of the applicant s Southwest D:.strict‘ and the applicant clan.med
a reduction of income tax deprec:.at:.on of $26,500 by apply:.ng a
method it had _used in the proceeding on said Appl:.cation No. 40675.
| The 'appli.cant submitted an cStimatc‘ of wor!c:.‘.n.g cash capital
to be included in the rate base of $46,900, as contrasted to the
staff estimate of $4l 000; the record shows, however, tb.at both of
the.,e amounts were computed on a Comiss:.on staff formula which did
not take into account the current requ:.tement that the appl:.cant pay
o-ne-half of its estimated tax h.ao:.lity for the year 1959 in
Septemoor and December, 1959, rathexr than in equal quarcerly :Ln-
stall;'ments after December 31, iQSé‘. I’b.is current requ..rement was
recognized by the Commission in Decision No. 58520, dated Jume 2,
1.959 in Appln.ca..:.on Ho. 40675, oupra.

The record 8nows that as: to ‘the d:.fference in depreciation
claimed for :.nccme tax purposes, the staff based its calculated de- |
prec:.at:.on expense deduction on to.al average cap:.tal for the yeaxr
1959 in the same mannexr that the a:ppl:.cant pa:.d its taxes fox the
year 1.958 whereas the appl:ncant computed this item us:.ng a wez.ghted
- average balance of f£ixed capital by accounts; also, different income
tax depreciation rates were used by tbc applicant than it used in
paying its 1958 federal income tax.  This principally accounts for
| the difference in estmated fedexal income tax expense as f-‘ubm:.tted
‘by the. applicant and the staff.




| Exbibit No. 18, submitted by the applicant, 1s a copy of
a letter dated March 17 » 1960, from Central Basin Municipal Watexr .

District to applicant notifying the applicant that by action of tbe
Board of Directors of the Metropolitan Water Distxict of Southexn
California, at its meeting held March 8, 1960, new rates. were estab-
1ishe'd for water sold and delivered by that Distr_iet, to be-eff_ectiire
on certain specified dates. 'I'he effective rate for softemed Metro;
politan Watex District water purchased by the applicant through and
from Central Basin Municipa... Water District will become $24 .00 pexr
acre-foot on July 1, 1960, $26 .00 on January 1, 1961, $28. OO on
January 1, 1962, and $30.00 on Januaxy 1, 1963, Said rates incluce
2 $1.00 per acre-foot charge by Central Basin Mmicipal Water Dis-
trict which is added ‘by said District to- the basic charge by the
Metropolitan Water District.

Applicant s president testified at the April, 1960 bear-
ing, that in November, 1959, the Central and West Basin Water Re-
plenishment District was ;formed' that said District's fuoction is to
purchase water from the Metzopoliten Water District and spread it un-
d’ergroxmd throughout the Ceatral and West ba..ins and the Replenish-
nent D:Lstrict is authorized to levy & so-called pumping ta:x. which
for the fiscal year beginning .J'uly 1, 1960 is predicted to. be at a
' rate in excess of $3 00 per acre-foot of water pumped from the _

" basins. Th:.s witness further testified that applicant pLmps approx-
imately 15, OOO acre-feet per year 4’rom the Central Basin, the maJor-

) ity of which’ is pumped in the applicant s Central Basin District.
| Neither the effect of the amounced mcreased rates after

19Cl £or Iue“ropolz.tan Watez D:.s...r:.ct water nor that of the pumping
tax oo appl:.canc'f' earnings was included in the earnings' data

submitted oy the applicant or the staff heretofore set iorth

| -12-
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o Findirggs and Conclugions:

We have carefully comsidered the applicant's proposal to
consollidate its rates for the five separate operating areas of its
Central Basin District, comprising six separate tariff areas, imto a
single, wniversally apolicable. schedule of rates. As shown in
:.:dub:.t No. 14, supra, the rates of return for the test yeaxr 1959 in
apnl:.cant: s Bell-Belldale and Floxence-Grahem areas are 8.34 percent

and 7.40 percent, respect:.vely. We £ind as a2 fact that these rates

of return are excessive and that the pro':o.wed rates for said two areas
are \mreasonable. The order hercmafter, therefore, w:.ll authorize
the £iling of a schedule of rates apvln.cable to said areas d::.f terent
and less than the proposed rates applicable thereto.

It is found as a fact and concluded that the rate o.f re-

. turn for applicant' s Central Basin District as a wbole for the test
year 1959 estimated which would be produced by the present rates is
deficient and that the applicant is in need of and em:ix:led to
‘financial relief in said dstrict. |

B is concluded that certain of the applicant' claims
with respect to differences between its estimates of operat:rrng ex-

| pensesfand those submitted by the staff are meritorious and wmac-
counted for water will mot be reduced to the 7.5 percent claimed by
the staff inasmuch as applicant's meter testing and ::epad.r program
for the year 1959 will not have produced its full benefits in're-
ducing water losses. On the other hand the applican:‘s metex
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maintenance expenses will not be as great as estimated by the staff.
It is further concluded that the applicant's claim to a recoupment
of Regulatory Comm:.ss:!.on Expenses in ¢omnection with prior procecd~
.mgs and its claim of additionmal allocated aam..nistrat:!.ve and general
\ expenses due to the use of the formula developed for .the ‘Sonvuthwegt
| District rate proceeding are justified. It is also conclud'ed that
an add:.tional allowance should be made for working cash c:ap:\.tal due
to the change in income tax payment requirements a.s beretofore
noted. Otherwise the estimates of operating revenues, expen.ses, in-
clud:l.ng depreciation and taxes » Net revemues, and depreciated rate
base for the year 1959 subm:.tted by the staff are.  found to be reason-
able and they hereby axre edcpted for this proceeding., ]
Depreciation for fedcra.l income tax purposes bas been
computed by the ctaff on two 'bases: (L) using accelexated depreci-
ation by the double declining balance method for plant installed
since 1953 and (2) using straight-line depreciation. AActelerated'
deﬁxecietion was claimed by applicant in its Ifederel income tax
xeturns for the years 1954, 1955, 1956 and 1957, and the accumlated
tax differentials due to the use efw‘accelereted depreciation for such
years is shown om apoln.cant'f- balance sheet 2s of December 31, 1958
as a reserve for deferred federal incone ta::c amounting to $310, 000.
The record shows that appl:.cant has not elected to cla.m accelerated

depreciatn.on for the tax yeaxs 1958 and 1959 emd does not :x.ntend to

~ claim it in the future.
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In conformity with Decision No. 59925, dated
April 12, 1960 specifying the proper treatment of accelerated
tax deprec...at:x.on for rate-making purposes, the federal income
‘..taxes hexein are computed on an “as paid" 'ba,i,, in our adopted
T7:(3.,1.121.!:5. Deducted therefrom are the amual charges to that
‘portn.on of the defened federal income tax resexve: allocatea
to the applicant’s Central Bas:.n D.:.s‘::r:.ct amountmg to apnrox—
:.mately $3,400, and interest calculated on the ave*age deferred
income: tax reserve at the rate of return on tnc rate base
adopted hcre:.n, amounting to about $4,000. |

After giving weight to’ thc variation in the expenses
Being adopted hexein, an income tax figure of $238,000 is
computed for the yeaxr 1959 ectimated at the proposed rates.

| ‘The Zollowing tabulation shows the rate of return

waich will be produced by the ratet proposed in the aropl‘:.cat:.on
when the adopted results of operat:.on are utilized:’
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Year 1959 Estimated

Adcopted Results
Propgsed Rares

. Operating Revemse - | 1,458,000
 Operating Expens es | | | o

Operatmg Expenses.
Source of Supply

Purchagsed Water: : S 67,000
© Water Pumpage Assessment : : 2, ;000 :
. Otherxr' , o . v 2, 000
Ptmpin ' ‘ SR . ‘ C . ‘ u S
Purcl%ased Power | ' ' 94 000 N
- Othexr - - 59 ‘000':_
Water Treatment : 8 000{;‘
Transmission. '&'D:Lstribution S ‘ .
Meter: 000, |
Maintenance of 'rrans. & Dist. Mains , 26 OOOf
~ Customer: Accoxmf. : 80 4000,
Sales : -1 000;
Administrative & Genexal : : \ 110,000
Depreciation : 147, 2000
Taxes (Othexr than State and Federal Income) 129 000‘,
Taxes Based on Income 238,000

Total Opexating Expenses Sl
- ' $1, 047, 000.

- Net Operating Iy'teveoue at ‘Proposed Rates | $ All 000‘
Rate Base Adopted as Reasonsble $5, 770 OOO'

" Rate of Return’ et". Proposed' Rates 7 12%- |
It is found as a fact that the hereinbefore shown r.ate of
return of 7.12 percem: would be excessive; that the proposed races
for water sexvice would be tmreasonable and therefore should no'u be
‘authorized to be f:.led in their entirety, and that the applic.at:.on :
should be granted i part and dem._ed in part. The order wh:.co
foll‘ows will authorize the applicant to file new schedules .of ‘rates
| which will produce est:.mated gross annual revenues emountmg to
$1, 378,000 which is $259 600 in excess of the revenues: which, it
is est::f.m.ated would be produced dm:ing the yeaxr 1959 at the present
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rates but is approximately $380,000 less than the amount sought by
the applicant Iin the instant application., Said lesser emount is the
result of 2 lessexr amount of increase authorized In Bell-Belldale of
$54,000,and :'.n “iorence-Grabam of '$‘26 000. When total operating ex-
penses, :.ncluding the effect on local franchise taxes and ot::.te and
federal taxes tased on incomp, of $1 003 000 axe dedu:ted from such
operatmg revennes, net operating revemues of $37: oce w:s.l" result.
Whern such net operatn.ng revenmues are related to a rate: h-se of
$5,770,000 hexeby adopted as reasonable, a rate of return of 6..) pexr-
cent will--.resu:{.t. Suckh rate of :etum‘ is found o e just: and‘

“
'

- reasomable.

The Com..ss:.on further finds as a fact thar. the .n.ncrea.ses
in rates amnd. cherges aathorized ‘kerein are justified, and that
present rates, in.;ofar as thev da.ffer zom those herein pr:escnbed
will, for the future, be unjust and wreasonable.,

Se"'vice Conditsons

Renresen«.atives of the City of Bell protested the appli-
cation partly on the g::ounds that the applicant's water system in
the City of Bell was furm.sh:.ng in.adeqda.te Lixe ptotect::‘.e;_i to the -
Ci“y as isclosed by the Boatd of ‘E‘:I.re Underv‘writersrofi the Paci‘f'ie

‘Fire Protection Report for the year 1956, Exhibit No. 1. The record
:.n this proceeding shows, howeve:r:, that .,:.nce 1956 the epplicant has‘
xeplaced a.nd enla.rged many of its water mains in the City o0& Bell,

' b.a.s increased operati.ng pressures where such pre.;sures- -,:ere formerly
below atandard and has cffected an intercomnection witb. it., Belldale
watexr system of its Centra.l Basin District waich provides a Met:of
poln.tan Water District water supply to the City of Bell. Desp:'.i:e

such improvements, which the record shows the .appliceni; 'intends," to
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increase, it :.s concluded that the ai:plicmt skould 'be' required to
) subm:x.t the Commission, in writing, a repoxt of its operat::.n.g
pressuzes at representative points om its Bell-Belldale Sys ::ems,
such pomte to be designated for test:.ng purposc.;. vy the firc chief
of tb.e City of Bell; such report to be £iled withir ninety day.,
after ‘the c...fect*vc date of the order hexein and thc ordcr wh..ch

follows will so provide.

Application as 2bove entitled having been filed, public
hearings navmg been held, the matter having been submitted ané now
being recady for decision, | |

I IS EEREBY ORDERED as follows:

@) That Southern California Water Company, a corporatiom, ve
and it is authorized to file in quadruplicate with the Commission,
after ﬁhe effect‘:’.vc date of this order, in conformity ﬁitb. the
Commission's General Oréer ¥o. 96, the schedule of rates applicable

- to its Artesia-South Artesia, Norwalk "A", and Nomall;"‘?’ area:s,
as Schedule Wo. CEA-l and the schedule of rates appiicable to its
Bell—Belidale " a.réa 2nd its Florence-Graham axea as Schedule No.
CB3-1, as shown in Appendix 4 attached hereto, and upon ot less
tb.an'fivé days' noticc to the Commission and to the px.bl:.c to make

such rates effective for water sexvice rendered om and after )
June 27, 1960. —

‘_______.-.-_..

(2) That should appl:.cant elect to take aﬂceleratea dep:cc...—
ation for the" yeax 1959, or any future year, it j,'shall inmediately
report such election to the Commission and the Commissfon will
promptly move to adjust the ratesc hercin autborized in such mesnmex

as it may then £ind to be appropriate.

Py -
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(3) That applicant shall, within ninety days after the effec-
tive date herebf , Submit to the Commission in wr:’.ting .é xeport of its:
opera.ting pressures at representative points on its Bell-Belldale
systems, such poiats to be designAted for testing pu:.?poses by the
fire chief of the C:i:':c:y of Bell. Updn- the receipt of such report,

:hé Comﬁxi‘ssion may issue a supplemental oxcer ox ordexs as appro-

.‘pri\.ét;e,._'v | | | - | o

- (4) That in all other zespects this application be and it is
denied. | | |
N The effective date of this oxdexr shall be twenfy da&s

. after the date hereof.

Dated at Saa Fremcisco , California,
this _ /o7 day of T2y




Schedule No. CBEA-L

Cantral Baadn Tariff Aren
Artasin-Norwalk Zona

CENZRAL MRTEPED SERVICE

APPLICABILITY

Applicable to all genefal motered water service.

TFRRITORY

Portions of the cities of Artesia, Dairy Valley, Sa.n'ta Feo Sprﬂ.ng.;,
Norwalk and certain wnincorperated territory located two miles northwsteﬂy
of the City of NorwaJx, and vicini‘ty of each, Loc Angeles Comty.

mms T e

il

Por Month
Quantity Rates : |

First 700 cu.ft. or less caciceccicnctcancaacans 3 2.10
Nemi 1 200 cu..f‘b., por 200 cu.ft. ssmsvemssensanay Y-
Next 7 500 cu.ft., per 100 CU.iTe covnsnssncwvsnss : 017
Nem 90’000 cu.f‘t., por 100 Cefle sencvsvcencsess .15
Nem 50,000 cu.ftu, pe!‘ 100 C‘U.-f‘t- rressressrasose .u
Ovor 150,000 cu.ft., per 100 CUafte vevecceccsacnes J2

Minimm Charge:-

For 5/8.% 3/L~inch DAtaT ceceesscmccnccorssssscsense B 210
FOI‘ 3//«-1ﬂCh ne‘tel'"-...---------------------.; 2075 '
For L—.'anbme'ber -o-‘o--t--o-o--s--------oo-.‘- ; 3.50 .
For 1§mch m%r .......--‘....-‘.-.‘......-. 7.50
FOI‘ z—inCh meter .-.----.-a--.-.-n--.o--..o‘- ]2-00
For 3=inch MOtEr .ccceesacccenceccncancnncse 2.50
FOI’ L‘inchmeter --o...------------.o---....:- . 35.00
For Eminch MOLOY covesccccecnncncns vocacoser 60.00
For E=inch Mater cevverreccecenscomcacncocas 90.00
For 10-inch MOTAY cevcsceecscccsarcanaennncss  130.00

The Minirnm Cha.r'éo wﬁ.‘L entitle the customer
to the quantity of water which that minimum
charge will purchase at the Quantity Rates.
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Scheduls No. CBB-1

Contral Basin Tariff Araa
Ball=Florence Zone

APPLICABILITY

Appliéable to o1l general metered water service.

. TERRITORY |
Porticns of the cities of Bell, Downey, Southgate, Emtington Park,

Parsmount, Vernon and the commumities of Bell Gardens, Sollydale and
Florence, and vicinity of each, Los Angeles Couwnty. '

RATRS ' ' ‘ ' Per Mater
. ' _ : ‘ Par Monmth -
Quantity Rates: |

Firat 700 c‘u-ﬁ. or 1033'--0------------.—-..- 3 1.30
Next 1,800 cu.fb., por 100 clafbe coveicvenoeen

Next 7,500 Cu.ft.‘, pﬁr 100 cu.ft- soasvamnssnva’®

Next 90,000 cu.ft., per 100 CUefbe secccecccenes

Next 50,000 cu.cfta‘,'- per 100 Cu.ft- LA E X XX X E R LN XY

00‘@!' 150;000 cu-ft-, po!." 100 Cu.ft- encevansvmsan

Minimum Cherge:

For 5/8 xg/@-inChmet"!r .0.--0-0‘--—.o-.-;-..-o:.' .
FOI‘ 3/4—1!1@1 me'ter'---.------o-.-.----..--.-
FOI‘ 1—inCh mctl’l' LA X E R RS FEY N EENYNNFERF IR N
For IA-inCh DALAT sevencerncncencecocceccen
?Or z-inCh neter Sscsmmsvsssasnvesvsnvrane
For 3=inch DOTOT scevcesscccsccccarccccoas
FOI‘ b"inCh M‘bel" Ssssssasescrvnenswvehorane
For b~Inch MHLOT ervevcccscrncccncocaconann
For E-InCh MALOT cuvcemscssncesccvoocvoces
FOI‘ : lo-inCh mwr sssssessesscerrnsnsrnmrenn

The Mixdmm Charge will entitle the custemer
to the quantity of water which that minfmum
charge will purchase at the Quantity Rates.
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‘I DISSENT. | :
| The treatment accoxrded Feder&l income taxes for the test
yeaxr violates Commission policy as set forth in Decision.No.599£6
in Case No. 6148. | | |

In Decision No. 59926; the Commission majoxity enunciated
- a policy of allowing as an operating expense Federal ineome'taxes
as paid- found "there is created no‘income tax deferral and mo
defexred tax llabllity", and upon such finding denied to California
\,utzlxtzes authority to normalmze Federal income taxes for rate-
‘making purposes.

- In the instant proceeding, applicant took liberalized
depreciée{on for the years 1954 1255, 1956 and 1957 ‘but stated
thet, it had mot elected to claim accelerated depreciation "for
the tax years 1958 and 1959, and does not intend to claim it in
the.future". In this decision the Commission majeriry states
that\applieeht’s Federaleineome taxes are computed on an "as pai&"
basis, howevex, it then proceeds to deduct £xom the Federal income
taxes actually accrued and to be pald an amount equal to the
dszerence_between taxes computed on a straight-line basms'and
taxes that would have accrued for the test yeax had applicant not
used accelerated depreciation in the years above enumerated. The
majority also deducrs from the Federal income tax due and payable
for the test year an amount equal to interest on "the deferred
tax resexve' computed at the rate of return allowed appllcant in

the‘declsion, thus, in effect, removing the deferred tax reserve

from the rate base.
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Although,‘in the majority decision; taxes bave been

"computed" on an "as pald" basis, the taxes actually allowed as
cn expense are those remalnlng after the above deductions bave been
made desplte the fact that applicant will be required to pay more
taxcs than the aount allowed as an expense; thus, in effect for
the purposes of this deczsion, the Commission maJorzty has
normalized Federal income taxes for the test year of thzs applicant.

| Foxr the. Commxssxon to deny, on the one hand the exlstence‘
of a deferred tax liability for the puxpose of depriving Calzfornia
utilities and theirvratepayers the benefits of libécalicec; |
depreciation as provided by The Congress, while on.the,otﬁerhand;
to recognize a deferred tax liability for the purpose of reducing
the Federal income tax allowed to be charged to ogerating cxpeﬁses
of a utility; apﬁcars to be inconsistent. If thece.is no deferred
tax liability rcsulting from a utility’s tak:.ng accelercted
depreciation, as was declared to be the case in Decision No. 59926;
to saddle a utility witk such a deferred liabilicy; which actualiy_

bas resulted in higher taxes, is discriminatory and unjust.

Coumissionex”




