
Decision No •. __ S_:1_' _O_SS_' 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE srA:rE OF CALIFORNIA. 

Iu the Matter of the Application 
of the SOUTHERN CALIFORNIA WATER. 
COMPAlr.! for authority 1» increase 
rates charged by it for water 
service in i.ta South Arcadia Dis-' 
trict. 

App1:£.eaeion No'. 42251 
Amended 

O'Me1veny & Myers~ attorneys~ by Donn B-. M!ller~ 
and c. T. Mess ~ c:onsul:ti.ng engIiieer. for 
the appneant. 

Ellen V. Peterson with Al Roberts as a Citizen's 
Coiiiliiittee from 'Bell Gardens; Carl E. Johnson; 
Lt. Commander Joseph G. Frei.berger, In 
propria personae; protestants. 

Mrs. Richard Schlueter; Mrs. R. H. Greer; Irene 
Dilley; Mrs. Helen ROdenbeck; Mrs. Francis 
eallagner; and Mary k. Kaplan, in propria 
personae; protestants and interested parties. 

Rev. Stanley 6. Andersen for Bethlehem Lutheran 
ChUrCh; interested party. 

Cyril M. ~an and Robert W. Beardslee, for 
tEe CO iiion'sstiff. 

Southern Calif01:Dia Water Company, a corporation,. by the 

above-entitled appli.cation filed May 13,. 1960 ~ as' amended' May 2&,. 

1960. seeks authority to increase its rates for water serv:Lce in its 

South Arcadia District by a gross annual amount of approximately 

$75-.200, based on its estimaud operations in sa:Ld District' for 

the year 1960. The proposed increase would amC>\mt to' 32.8 percent, 

overall. 

Public b.ear1xlg.s were held before Examiner Stewart C •. 

"warner on October 5 and 6 7 1960, at Arcadia. Several. customers 
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appeaxed in protest and some complained of low water pressure in the 

'temple City area and others complained of sand in their, domestic 

water supplies. Late-filed Exbibits Nos. 9 and 11, received 

October 13, 1960, are reports by the applicant, made at' ~ direc

tion of the Commission, on the results of investigations of the low 

pressure and sand conditions. The lIUltter was submitted for 

decision upon the receipt on 0: before October 17; 1960, , 

of a reply memorandum brief of counsel for the applicant. Said 

brief has been received and the matter is now ready for',deciSion. 

General Information 

The applicant furnishes water service in sixteen operatillg. 

districts in Sacramento, Ven'tUra, Los ~eles, San Bernardino, 

Ora:cge, and Imperial Counties, and electric service at, Big' Bear 

Lake in San Bernardino County. It also operates a nonutility ice 

plant at Barstow in San Bernarc11no County. As of December 31, 1959" 

water service was being furnished by the applicant' to' 112,046' cus

tomers and electric service to 4,396 customers. Total utility 

plant, less depreciation reserve, as of the same date was 

$31,103,353, and wa-cer department operating: revenue for the year 

1959 amounted to $6,116,705. 

South Arcadia District Operations 

As of December 31, 1959, the applicant was furnisbing 

water service to 6,062 customers in its South Arcadia Dis'trlct~ and 

251 fire hydrants ~ere connected to the system therein. '!be trumber 

of custotters was est::£m,a.ted to increase to &~098 by the end of 'the 

year 1960. Durl.tlg 1960 ~ the applicant installed meters on all cus

tomers' serv:Lc::e. c::ollllections, 'there bav:L1lg been 2 ~ 689 u:mnetered 

res1dent1.&l customers as of Januaxy l~ 1960. 
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'I'be service area of the South Arc:a.dia District is shown . 

on tbe maps~ Exhibits Nos. 7 and 7-A~ filed at the hearing.~ and in-

. cludes portions of the City of Arcadia and the newly incorporated' 

City of Temple City. The. balance, and major port1on~ of the service 

area is in unineo~rated tcrrieory· of Los Angeles County south of 

the City of Arcadia. !he service area is bounded on the· west of 

Rosemead Boulevard by .mother agency ~ on the· north by the W'aeer .. 

Dep.a.rtment of 'the City of Arcadia> on the east by the Water Depart

ment of 'the City of Monrovia, and on the south by the Water Depart

ment of the City of £1 Monte~ in which said latter two cities the 

applicant furnishes no wa.ter service. As shown on the m4l>:.. Exhibit 

No.7, the applicant's service area. is bisected by a serv:tce. area. 

of California. W'a1:er and Telephone Company. However, the applicant: 

has interconnected its two service areas by the installation of a 

IO-inch case-iron main aloDg I..ower Azusa Road~ andwateT service is 

furnished throughout the service area, without storage facilities 

except pressure regulating tanks, from applicant's seventeen wells 

located within the South Arcadia District. All of the wells are 

equipped with deep-well turbine ptrmps three of wh:1.eh are driven by 

na.tural gas engines, the others being dr.i.ven by electric motors. 

The record shows that the. growth in the uunber of appli

cant's customers in its South Arcadia District is nearly static ~ 

with little or no 'Undeveloped area for future growth •. 

Exhibit No.6> applicant's report on its operations in 

its South Arcadia District, COtltains in Chart 3-A an organization 

chart: of the South Arcadia. District of the· applicant's Eastern 

Division as of May l~ 1960. Said Chart shows that the d1serlct is 

n:.anaged by a vice president, with an assistant division Ill3llager;) a. 

district superintendent, a foreman~ and five additional employees. 
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Rates 

Applicant's present rates for its South Arcadia District 

were authorized by Decision Ne. 5l802~ dated August 9~ 1955~·in .. 

Application No. 36525. The. i.ns.taut application proposes that the 

applicant's presently filed rate for flat rate service be· cancelled 

a:c.d p:r:oposes no increases in other filed tariffs other than· the 

tariff for general. metered service. '!'he. following tabulation com

pares applicant's present rates for general metered service with 

those proposed in the application, and with those authorized by the 

order here:[na£ter: 

COMPARISON OF PRESENT PROPOSED AND 
AUTHORIZED GENERAL MElEm.> SERVIct RATES 

Quantity Rates: Per Meter pe~ Month·· 
Present PrOposed AUthOrized· 

First SOO eu.ft.. or less •••••••••• $1.70 $1 .. 70 ¢;1.70 
Next 1,200 cu.ft.) per 100 eu.ft. •• .09- .16· .1L;.. 
Next: 1,000 cu.£t., per 100 cu.ft. •• .09 .14 .12 
Next 2,000 eu.ft., per 100 cu.ft. •• .06 .14 .12 
Next 5,000 cu .. ft.~ per 100 cu.ft. •• .06 .l2 .10 
Over 10,000 cu.ft., per 100 cu.ft. •• .06- .Os: .OS 

Although nearly one-half of applicant's customers have 

be~ fm:uished water service on 8. flat rate basis until the year 

1960, applicant 1 s experience with its other general. metered. service 

customers indicates that the average water usage on a metered basis 

in the South Arcadia District approximates 2,000 cubic· feet· per 

month. Under the present ra.tes the charge for such usage is $2.78-. 

Under the proposed rates such cha.rge would be $3.62, an. increase of 

30.2 percent. Under 'the authorized rates such cha.rge.would be· 

~.3S> an increase of 21 pereent. 

Earnings 

Exb:Lbit No. &7 supra., contains a summary of· applicant's 

earn:ings in its South Arcadia District: for 1:he year 1959· recorded" 
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and for the year 1959 aojusted and the year 1960 estimated'at 

present and proposed'rates. Exhibit No. 14~ a report submitted 'by 

Commission staff engineers and an ClCcountan.t, contaius- a ',s"rmnary of 

applicant t s earnings in the Soueh Arcadia District for theyear'1960 

estimated at present and proposed rates. The following tabulation' 

compares the earnings data contained in Exbibi ts Nos. 6 and 14: 

: .. Xear : : .. 
.. : 1959 .. 'Est.imated Year 1260 : .. .. 
: : Reeo:oded. : ?resent Rates .. ?roE;2sed Rates : .. 
: .. ?er Co. : Per Co. : .Per PUC .. Per Co • . Per PUC :" .. .. .. 
: Ite'l':l : Ex. 6 : ~. 6 

~. : Exz jA : . E:sz 6, : Ex,; 'u. : 

Oper.. Revenues ~232~86S ;$ W?OOO ~, 233,900 $ .304,200 ' ':.ii, " )OS~:310 

Oper. ~ll:IEt~ 97~ 107~590 lO5~l.lJ 107~650 l05~17:3 
Depree1ation .3O~780 .35~860 35,800 35,~S60 .35'.,800 
'1'3XC~ ~O1221 ~1710 ~12:Z~ ~IJ20 861~Ot 

Subtct.3l ;V17S7i7 ~ i,i60 ~ 186,288 <II 227~S30' , ~ 227~47 ' 

Net Revenues $ 54~57J. 
... 

42,840 
. 

47~6Jj. $, 76,370' ,$ $0',8:34" ~ :;, 

Rate Ba:se S941.10c0 ~J...,l25~' $1,099,059 $l."l25,.300 ~"l.1099' ,059 ' 

Rate ot ?eturn 5.80% .3.81% 4 .. 3:3% 6.m 7~35%', 

.An analysis of the earnings data hereinbefore set forth 

and comp.ared~ and the testimony and eviaellce of recordwi.th respect 

tilereto> diseloses no sigx1ificant or substantial difference 00- , 

tweell 1:he compollents of the ra.tes of return submitted by the appli

cant and by the staff for the es~ted year 1960. 

A slight difference in the percentage ofunaecoucted-for 

,,]a.ter utilized by the company of 15 percent and by the staff of . 

7% percent is disclosed in the record,. but the record shows that 

nei'the:r percentage can be well supporeed due to the app1ic.3tl:t,' s i.u

e.bility to measure water service furnished on a. flat, rate oasis.. 
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l'be differences in tho ~ est:lr%ultes of opcr~ti.ng expenses are 

only 0.4 percent. The record shows no reason for· any large amounts 

of una.eeounted-for water in the South Arcadia District;' DO abnormal 

maintenaxlc:e probl~ wh:tch tnight indicate abnormal water losses ue 

d1.sclose<1; and tbe staff estimate will be adopted as reasonable. 

A staff engi:ceer recommended in Exhibit No. i3- that an 

annual axt~t of $60~OOO c:ha.rged by the applicant to Account 

No. 798.3~ covering a contract with Stone. and Webster Service Cor

poration for the year endiDg Februa:z:y 28~ 1961, be reduced to . , 

$27 ~ 700 for the estimated year 1960 for rate-mald.ng purposes. He 

based this recommendation on the fact, amoDg. others., that'the. appli

cant had paid Stone and Webster approx1mately $42,000 for a study 

of the advisability of .acquiring arlOther water system, which said 

acquisition had not been effected. Also, this witness testified' 

that many of the services covered by the contract were being per

formed and could be performed by applicant's own management and" 

other consultants. Applicant'S president testified that the con- . 

tract substituted, in part, for services 'Chat would' have to be' 

perfo~d by newly hired officers or managers and that the contract 

costs were lower than the salaries of such additional.management 

personnel would be. Exhibit No. 15 i& a schedule of the a:anual 

amounts paid by tbe applicant to its off:[cers~· managers and con

sultants. 

Applicant based its estimate of ad valorem. taxes. for' the 

year 1960 on an estimated average tax rate covering . its properties 

in its South Arcadia District for the fiscal. year 1960-61 of $.a.60 

per $100 of assessed valuation, and estimated the assessed valu

ation of sai.d properties for said· fuca! year to be $260,273'~ ''Ibe.. 
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staff based its estimate on the 1959-60.fiscal tax year average taX 

rate of $8.09.. The actual assessed valuation of applicant's South 

Arcadia District properties was' $212 ,230 • 

At the close of the bearing the applicant submitted a memo

randum. brief in support of its treatment of advances· for construc

tion. The adjustment for advances for eons1:rUCtiotl in the· ra'teba.se 

submitted' by the applicant is reduced by the . amount of'refunds of . 

such advances the applicant is presently obligated to make during the 

test period and the succeeding. two years.. Counsel for the. staff in 

his reply pointed out that the applicant f s proposed treatment of re

funds of <:usto=ers I advances would not give effect to additional. 
. . 

customers' advances which might take place in. subsequent years and 

which might produce additional revetl.~. Counsel for the applicant 

in his reply contended that the staff position was inconsistent .and 

that the applicant's. recommended treatment of advances was justified' 

by the static character of applicant's South Arcadia, District service 

area. 

A financial consultant witness for the' applicantsubmitted~ 

as Exhibits Nos. 5 and 5-A, financial statistics and: data as of May, 

1960. Said Exh:ibits contain comparative earnings. statistics for the 

year 1959 of tell gas companies, ten electric companies" and eleven 

water companies throughout the United States, together with extensive 

finan~ial data relating to the app1icatl1:' s operations for the years. 

. 1945 through 1959. The 1:estimony of this witness was 'that~, in his . 

opinion~ the applican1: wo\11d require a ra~ of re'CUrn on capital· 

a?prox:i.XlJ4t1ng 7 percent in order to pay an axmual. dividend· of . one. 

dollar per share on comon stock with a 70 percent of ~s·p.a.y 

out and thus attract necessary CClpital for lmpJ:ovements and . expansion 

of applicant's over-all water systems ~ 
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F1ndings and Conclusions 

From a review of the record i.t i.s fO'Undas a fact and eon .. ' ' 

cluded that the applicant's present rates for water service ~ i~s 

South Arcadia District will produce an 'inadequate rate"of return 

based on the operations for the test year 1960' and ,that the appli-
I • '. • ..' 

cant is in need of financial relief. It is further fO\md as a fact 

and 'concluded" however" that the ra.te- of return which would be pro

duced by the rates proposed in the application of 7.35- percent 

:'s excessive" ane. that the npplicatiou$houldbe grantedinpQ:t -

and denied in part. 

As- to the applicant' $. contract with $tone and Webster 

Service Corporation" the Commission is of the opinion' and fiDds as 

a fact and concludes that the amount recommended by 1:he staff eXlgin

eer is reasonable. As to the estimate of ad valorem taxes" the last

kuo'WD." most-CUl:rent" axmounced" and fixed tax rate- is tbeonly re

liable rate" and the staff estimate thereof is found as a fact and" 

concluded to be reasonable. 

The record as to testimony is silent on the applicantts 

proposed treatment of advances for construction i.n developing. its, 

es~ted rate base for the test year 1950, and the Commission is 

not persuaded by the argumen~s- in its memorandum briefs that the 

applicant f s position with respect tbe1:'eto is reasonable. 

Applicant will be authorized by the order which follo:ws to 

file a new schedule of general metered service rates which will' pro-' 

duce estimated gross atmuaJ. revenues of $287,275" an increase of . 

$-53>375 over the gross reven-tles which would be produced for the es

~:!.::1ated test: year 1960 at the present rates but $ 21" 035 less than " 
" . . 
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the gross rcvenl.1es which would be produced by the rates proposed in 

the applica.tion. l.Jhen such gross antNal r~venuesestimatedto be 

produced by the authorized rates are related to. the estimated ex

penses" depreciation,. taxes and rate base as submitted by the seaff 

Olud hereby found to be reasonable" after ta!dng into account the' 

effect on taxes based on income,. a rate of return of·. &.5- percent 

will result. Such rate of return and . its components a:re found'as a 

fact to be just and reasonable. 

The Commission further finds that the increases in "rates , 

and charges authorized herein are justified,. and that present' rates 7 

insofar as they differ from those herein prescribedI' . will for the· 

future be unjust and unreasonable. 

ORDER 
----~ 

Appli~tion" as amended,. as above entitled,. having been 

filed,. public bearings· having been held,. the matter' hav1ng been sub

mitted and now being ready for decision" . 

IT IS HEREBY ORDERED as follows: 

1. (a) 'Ihtl,t Southenl California Water Company,. a cor
poration,. be and it is authorized to file in 
quadr.:plicete with the Commission,. after the 
effective date of this order,. in conformity with 
the: Commission's General Order No. 96,.. the sched
ules of rates shown in Appendix A attaebcd'hcre
to, and upon not less than five days' notice to 
the Commission and to the public to make such 
rates effective for water service rendered on 
and after December 17, 1950. 

(b) '.i:'hat concurrently with the filing. authorized 
herein, Southern California v1ater Company be 
and it is authorized to withdraw and cancel by 
appropriate advice letter its presently effec
tive South Arcadia District rate schedules as" 
follows: 
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Schedule No. SA-l ~ General Metered Service 
Schedule No. SA-2~ Flat Rate Service. 

), , 

2. l'bae:tn all other respects t:b.is application be' 
and it is denied. 

The effective date of this order shall Oe twenty days' 

after the date hereof. 

, Dated at ____ &n_Frn.n_·_._dSCO _____ ~ Cal:tforn1a~ this 

~, 1~ day of ________ ~.". 

~,,' . 



APPEWIX·A 

Sehedule No.. SA-l 

South Area.dia TariN'" Area. 

CEN'ERA L ME'rERED SERVICE 

AFPtICAB!tlTY 

Applicable to all metered wter service. 

Portions or the tLres. ly'.ng gene:-a.lly 'between the Cities orAread1& and .. 
El Y.onte, east of Rosemead Boulevard·~.!.os kogeles County .. 

sao eu......ft, .. or less ................................. ' ... . 
l~ eu.tt., per 100 cu.ft ••• _ ••••••••••• 
3~OOO eu..!t •. , ~ 100 cu.ft .......... _ ....... . 
5,000 cu.n. .. ,. per 100 cu.!'t • 

10,000 eu.!'t .. , pe:r 100 cu.tt .. 

l'~ Charge: 

.................. 

................... 

Fctr SiS x 3/4-1nch m.eter ........................... . 
For 3/4-1neh =et.e:z:- .......................... ' •• 
For ,l-.1neh mete%- ......................... 0. e ......... . 

For l~1nehmeter ••••••••••••••••••••••••• 
For 2-inchmeter ............................ . 
For- J-.il:lch met.e:r ........ ' .................... . 
For. 4-!n.cl:l m~ ...... _ ...................... ' .. . 
'1ctr 6-:1neh meter .............................. . 
For 8-.1nell mete:" ............................. . 

The Y..in!:nu::Il Cbarge \rl'lj entitle the customer 
to the quantity or w:t.er ¥1~eh 'tba.t ~~ 
ebArge v'-llpurehase at- tl::.e Que.ntity PAte,. 

Per·Met.e'r 
Per Month . 

t 1.70 
.34 
.J2 . 
.. 10 
.Os: 

$ 1.70· 
2 .. 50. 
4.00 
7.50 

10.00 
20.00 
~.OO 
·50.00 
75.00-
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