s ORICHAL
Decision No. ei4ss o TR
BEFORE THE PUBLIC UTILITIES COMMISSION OF TEE STATE OF CALIFORNIA

Cuality Development Co., .
Complainant S sl
o . g Case No, 6253
VS. - . .

Southwest Water Co.,

-

Defendant,
La Mirada Gardens,

' Comp' lainaut, -
’ Case Fo. 6254
Southwest Water Co.,

- pefendant. :

~ Monarch Gardens,

: Cemplainant,

Case No. 6255~

VS
Southwest Watex Co.,
' ' Defendant.

William W, Leavitt, for the complainants.

arthur D, Guy, Jr,., and Carr H. Deitz, for the
defendant.

R. H. Nicholson, Jr., for Sar Gabriel Valley Water
Company, lnterested party.

Martin Abramson, C. O. Newman, and R. R, Ent:w:.stle,
foxr the Coomission staff.

OPIKION

The above-entitled complaints were filed Apr:t.l 10 1959
and public hearings were b.eld before Exammer Stewart C.. Wamer on |
June 16, 1959, and Maxch 23 23 ane 29 April 6 and 7, and May 2
1960, on which said latter date the matters were subm:.tted for
decision subject to the f:.l:ing of 'b*':[efs. Defendant's answermg
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brief was filed 'September 14, 1960" ‘and coinplainants' : ansivering
brief on Novem‘ber 15, 1960, Defendant, on November 30 1960
petitioned that the submission of the matters be set aside and

that they be reopened for further b.earing, and said petition was

opposed by couplainants on December 6,. 1960. -

Decision upon motion made by defendant on .s.pril 6, 1960
to dismiss the proceeding: was reserved. Such motion is denied.

Defendant's petition for fu:rther hearings and’ the answexr
thereto have been duly considered' ‘no good cause appears for the
grant:.ng of such petition; and the order hereinafter will provide | i
that it be denied. ' .

Complainants are subdividers of Tract No. 21563 owned
by Monarch Gardens, Tract No. 21564 owmed by Quality Development Co.,
and Tract Ho. 21565 owned by La Mirada Gardens, in zmincorporated
territory of Los Angeles County , and such tracts are witb.in
defendant's La Mirada District watexr system. The defendant also -
operates water systems in its La Sien'a District in Riversn.de »..ounty,‘
and Etiwanda District in San Bernardino Cotmty. -

The defendant's La Mirada District compr_ses about
3,000 customers, and tb.e tract.. involved in’ the instant complaints N
comprise 253 lots. | | ‘

The complainants allege that on or about May 22 1958 they :
palid a total of M 000 in consideration of the installation of a
conplete domestic water system in’ their tracts -and the issuance of
a refund contract, that on February 27, 1959 defendant billed them
in the total emount of $12, 492.62 which said amount was changed
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by the evidence herein to a total of $12,515.43 as of July 13, 1959,
for additional charges representing the d:.fference between the '
actual cost of the water systenm installation and the estimated
amount of $40,000 originally paid. -

The eomplainants seek an. order of this Comm:!.ssion
deternining the nature of the charges billed them and to detemine
if they were overcha::ged

Exhi‘bits Nos. 1, 2, and 3 axre f:.nal waps of the water |
system installations in I‘racts Nos. 21563, 21564 21565 re3peetive1y, :
submitted by the defendant, and Exhib:'.ts Nos. 17 and 19 axe maps "
showing the design of the water system’ serv:‘.ng the th:ee traets -

'as designed by the defendant and as’ des:.gned by an eng:l.nee*ing a
witness fo:: the complei.nants.

Exh:l’.‘b:.t No. 6 is a copy of refund agreements exeed"ed ‘
in 1958 between the compla:.nants and the defendant for water ,
sexvice to their traets, providing for tbe orig:mal advance by them
of $40, 000 to cover the estimated cost of ‘the water system insta.lla— |
t:.ons in - said tracts. S-aid agreements eonta:f.n as paragraph 6 the
requ:.red statement sub;eetmg the contracts at all t:Lmes to the «
jurisdiction of this. Commission. 'Ihey were executed as main
extensions to subdivisions undex defendant s Main Extensxon Rule
providing for refvmds and wexre, ‘as such, subJ ect to a determination
by the Commission, if so requested by either party, of the '
reanonablenens of the costs or chargeé- ‘:'.nvolived',': whieh,“' i.é;'now the
issue. : .‘ . | | |

Exhib:.t No. 4 1is a copy of a unit: pz:f.ee conttaet e:-:eeuted

by the defendant with E C. Leseh Co., Inc., for the fi.rst s:\.x




_C. 6253, C. 6254, C. 6255, BT /ds *"

months of the calendar year 1958, duxing which period the water
system was constructed and in pursuance to which said contract _.
the water system was installed in complainants'v' tracts.

Complainants called defendant‘s‘ ‘vice president and
general msanager, under Section 2055 of the Code of Civil Procedtxre,
to testify regarding the circmnstances sm:roxmding the exccution '
of the contracts, Exhibit No. 6; to explain the general . “
operations of the defendant; to explainthe cixctmstances :"
“surrounding the execution of the unit price cont::act, Exh:.‘bit No. | 4- |
and to explein not only the responsibil:l.ty of- the design of
the water system, but the reasons underlyi:ng such deaign-

Another witness for compla:.nants, a vice presa.dent of |
S. E. Pipe Line Constxuction Co., located in Wh:Lttier, __Califo"nia,, )
testn.fied regarding, and su'bmitted as Exhi‘b:[t No. 13 an estmate
of the costs of installing the water system in’ complamants tract,
had his company bid thereon. o : o

Another witness for the compla:.nants testified that no -
refunds unde:: the refund contract had bcen rece:ived by them. o

Another witness for the complainants s & consulting
eng:.neer, submitted as Exhibit No. 17, a report on the dism‘bution
system in the tracts involved herein. Said Exhibit shows the
dollar effect of the design of .the system wh:.ch in th::.s thness'
opinion, was adequate and reasonable to prov:.de water se::v:.ce to
the three subdivisions in accordance with the m:x.m.mum reqm.rements -
of Gemeral Order No. 103. It sets forth the amounts of over-'
cha::ge ..alculated by him based on the pr:'.ces of l':‘.. C. Losch Co., Iac.,

and the defendant. Ihe pr...nc" ipal :f.tem, of d:l.fference a::e :.n. the
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substltution by this witness of the costs of. 6-1neh mains, in
place of certain 8-inch mains: actually installed -and the costs of
4-inch nains, in plaee'of certain.B- nch mains actually-xnstalled
This witness testified. that if he had been the utility-he most prob-.
ably would bave installed an 8-inch lxne and’ paid fox the
differential between the 8-inch and 6-ineh, and” eharged‘the
suhdivider for the 6-ineh 80 that he .could expandlhis system in the
future and- enable him to teke water from the two 1nterconnectlons
of SubuxbanSWhter Systems and defendant into the remainde: of the
defendant s area. _ _
| The last-named witness further test;fied that the effect
of applying the S. E. Pipe Line Construct;on Co. priees against
his desxgn of the water system.would be a total of $38, 628.22
vhich is $1,371.78 less than the amount advaneed by comp’dinants,
which said latter amount is the amount sought hy the complainants
to be refunded ‘B8 representing the difference between the
reasonable actual cost and the amount advanced. “
Defendant's-prineipal.witnees, it3'vieeupreeident and
general manager, testified’ptimnxily5on his'ealeulations"of’the
water system design requirements to provide-adequate flow'of water
for domestic customers' demands, plus fire protectlon requirements,
and he arrived at a total requirement for the 258 eustomers of
850 gallons per minute, enntrasted to the ealculation of: the
w1tness.for the complainants of 567.6 gallons pe: minute.y
As to the unit priee contraet, Exhlbit No. 4, the _
defendant' s witness disclosed’ that the,contraet had been executed
following the lnwztation of nealed proposals to bld for the

;uxnlshxng and’ xnstallatxon of water’ d;stribu ion faezlxt;es 1n.all -
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~ of the defendant's operating distticts; -that said‘runit pi'ice
contract included, smong othex things; transportation costs
‘applicable to all parts of the defendant®s water systems which at
some places were separated as widely as 38 miles, and that
defendant's charges to complainants included overhead charges :
for the operationa of the defendant s water system as a whole rather
than by specific jo‘b cost analysis. ) Such overheads incladed an
apportionment to complainants of. cha::ges for. eng:.neering and
'supervision applicable to the defendant s total operations.

' Another witness for the defendant a bookkeeper of

E. C. Losch Co., Inc,, testified as to the composition of the
actual costs to said company of the water system installations
billed to. defendant, which said billed costs were invoiced to

| coxnplainants after the application of defendant 8 cha:rges for

overheada.

Findings and Conclusions

Based on ‘the record 'before us, the following findings

and conclusions are made-l ‘ S

(1)' ‘Ihat the defendant's filed tariffs, including its Main
Extension Rule, clearly provide for the determination by the ‘
Coxmission of the reasonable actual cost, when disputed. |

(2) 'rhat the contracts, Exhib:.t No. 6, clea:rly provide |
for change or modifn.cation by the Comm.ssion as the Commis.,xon may
decide in the exercise of its Jurisdiction. N

(3) That the extension of mains in preparation for actual
delivery of water is mo less a public utility service than the water
deliveries the:nselvea. | ‘

- (4) That the water system installed in Tracts Nos. 21563

21564, 21565 as designed by the defendant is of excess capacity

-




- -
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for the requirements of said Tracts. The extent of tbe difference
in the costs of such excess capacity is- set. forth in Exhibit
No. 18 and is an excess cost ‘billed to eomplainants of $7 486.87.

(5) That the costs of the water system :.nstallation under the-
unit price cont:ract Exhibit No. 4, are. excessive and unreasonable
to the extent that they differ from the costs as set fortb, in the
estimate submitted. 'by S. E. Pipe 'Line Construction Co.

Exhibit No. 13. The extent of such excess costs 'bi'.Lled to
complainants is an additional $6,400.34.

(6) . That the cost of $38,628.22, which is the xesult of
~ eliminating the excess: and‘*xmxeasonable' costs "o-fvdesign and
constructien heretofore found to ex:.st, 13 the reason.able actual
cost of the watex system installation in compla.insnts tracts
which should be. borne by the sajd complain.ants. K

(7) That the defendant ‘should be directed to refund to the
complainants the amount of $1,371.78, whn.ch is 'the difference
between the $40,000 advanced by the complainants under the
contracts, Exhibit No. 6 ‘and the reasonable actual cost of
$38,628. 22. | L ’ .

Complaints having been filed, public heaxings having

been held, the m.atters having been submitted and’ now being ready

for decision,
n* 1S ORDERED as follows: | o |
@ ‘l'hat defendant s motion to dismiss the complaints be and |

. it is denied
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2) That defendant's petition to set aside submission and
Teopen matters for further hearing, filed November 30 1960 be
and it is denied. _ _

3 ‘.that Southwest Water Company, a corporation, shall 'within '
ten days a.fter the effective date hereof, refund to the complainants
the amount of $1,371.78, and shall within five days thereafter,
report to the Comission in w:iting of its complience herewith

4) That the defendant shall, within ten. days after the
effective date hereof, refund to the complainants the ammts due .
under the agreements, Exhibit No. 6, filed at the hearing, as such ’
refund agreements are hereby modified to total $38, 628.22 in |
‘place of the face amount of said agreements totaling $40 000 '
and shall, within five days thezea.fter » Teport: to the Comission '
in writing of its compliance berewith.

'rhe effect:x.ve date of this order shall 'be twenty days
after the date hereof ” ‘ -

Dated at. San Freseisco California, this ZQ '<'aay' of
FEBRUARY

N




