. Decision No. -

 BEFCRE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF-CALIFORNIA
- In the Matter of .the'Appi:':.cation : oA
of JUNIOR WATER COMPANY, INC., an )

California corporationm, - “for - ) Appl:.'.cation No, 42401
authority to'raise its rates: charged RN (Amended) AR

for .its metered. and flat rate water
service. . .

o

,George C Gillette and Richard Soll, for
‘ applicant.
. Ray L. McCovy,. for Southern Califoma Water
Co., interested party.. - e
Donald B. Stej_r,er, for the Commission staff. NI ,

OPINION

Junior Water Company, Inc., requests by amended applicat:[on_";*[ o

filed September 15, 1960, authority to increase .x.ts water rates, and :
to make a charge for nonpayment of bills..,___ RN | ‘. | o
After due notice, a public hearing was held before ;‘f‘,i. S

| Exam...ner Martin J - Porter on November 30 1960 at Los Angeles. ;‘ '

Junior Water Company, Inc. > is a Cal:x.fornia corporation
"prov:.d:.ng water service as a public utility in the vicinity of the
‘c:'.ty of Norwallc I.os Angeles County. R Co ok
| By this app].:.catn.on, Junior Water Company, Inc., alleges |

that the requested increase Ls neeessary in order to meet the

expenses of furnishing water service to its customers, to enable it

to cont...nue to render adeq_uate water service, and to earn a fair and

_reasonable rate" of return on its investment- R S

On December 31 1959 there were 1 139 genera‘.l. customers B K |
" of which 12 received serv:.ce on a metered bas:.s and the balance were
served in accordance with "'lat rate schedu‘.'.es. The area served by

Junior Water Company is fully occupied and no new customers wi.l‘.l. ‘be
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~ added in the forseeable future.; The company-will continue to provxdev
’servzce prxncipally on a flat rate basis,and no-substantial increase
in the number of metered customers will occur in the immedfate- |
‘future. . . . . ‘

. The average Tevenue- per customer per month for flat rate*" ;f{1‘5“

service is $2.05'at present rates.and a* proposed rates.would be

$3.46. This represents an increase of $1 41 per month or 68 percent,gijfﬁV

compared to present rates. o

Three schools-served on a’ metered basrs produce more than‘”

‘80 percent of the annual revenue in,tbis<c1a38ificstion.' An analysis:ajp ffk

“of these accounts sbows an average monthly-conSumption.of 56 300

cubxc feet with an average monthly bill of 347 00 at present rates |

and $81. 82 per‘month at proposed rates., Thms represents an’ increase

of $34. 82 per month or 74 percent, compared to present rates.,/npf':y
_ It was-stipulated by the partxes that for the purpose of
thrs proceeding the rate base and operating revenue developed by the
staff are correct. o | R f"‘ “t"‘l vl
For the year 1960 estlmated under present‘rates.the follow-jlfﬁ

. 1ng tabulation shows a comparxson of staff and company summaryfofff

. Summary of Earnings -
Fox Year 1§35 Estimated

Undez Present Rates K

_ _ , Staff L xp
Operatrug_Revenue.f,;'ﬂp f}': $-30 130mf‘_}j":pi‘ejil‘€' j zi”x”
. Total ExPenses ,';of‘]fjjp f_ 27,180fgfjﬁp.*“7}*’* 3538

pNet Revenue 1_»v2-l\ ff*zf : 2950ﬂuv_::. & '
‘RateBase . usgo0

| Rate of‘Return o . .3”75; fTZ.OY;ier*'*U‘ |

o Q'(Red Figure)

;2-3]ppjﬂff;ut'f
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For the year 1960 eatimated under proposed rates the

followmg tabulation shows a comparison of staff and company summary

of earnings- - o SRR
. Summary of Earnings
Por Year 1960 Estimated
- Under Proposed Races |
Operating Revemse ~~ . * 5°"L"*1°'t; ST 350,948
,_Total Zxp .:nses D 34 050.‘),_,"\,, e g

_Net Revenue . . SR 16 360‘,_.‘-_-"‘ , 2
: Rate Bas\. L R 145 8007";:“;;"; ,‘ V‘ i
Rate of Retwrn f '-f o A 1‘7."111' LT ‘*

| ’l‘he two ma_';or d:.fferences between the Staff and the company"-t; i

~in the development of expenses were 'J.n the treatment of taxes and

the amount paid as salaries to the officers of the company. i

’l'he stockholders of record for Jun:-..or Water Company, Inc., b

at December 31 1959, ‘were George Ponty and Kather:tne V Kerr. At
th:.s same date the pr:t.nci.pal off:l.cers were George Ponty, President

' Allen F. Kerr, Vice Pres:tdent and Margaret K. Ponty, Secretary. g

The major portion of the utility plant was insr:alled :Ln
connect" on with the subdiv'rsxon development of Ponty Juna’.or, Inc., :
Pont:.coPulos, Inc., and 'rima Corporation.. 'rhe officers of .Tunior “
Water Company, Inc., are closely associated mth the three other

companreslistedabove." | e I
. By re801ution dated August 18 1959 tbis Commission

authorized the transfer of $129 576 from the class:[f:[cat:lon of con— ’

tr:v.but.z.ons n.n aid of construct:.on to t‘ne capital surplus account, thef':f AT

Commission holdmg that the apPlicant had :.n fact intended to recordiﬁi"'ir'"” R

the receipt of utility prooert:.es from its aff:.l:.ated :.nterests as "a

donation of cap:[tal rather tb.an as contributions :i.n a:f.d of.-,il‘_l:w-”.
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'\construction. ’rhe Internal Revenue Service ..n computing the depreci.-

 ation allowance which may be deducted when computing taxes 'oased on

income doea not. allow depreciation on this $129 574 of plant because

the subd:.vider has’ already taken this item as an expense for tax

purnoses and the ut:.lity hav:.ng acquired the properties without

Payment of a consideration has not established a cost 'basj:s fo tax.-:, Dl

| 'l‘he staff takes the position that the ratepayer should not

be penalized because of the affiliation of the applicant and the Sub

"div'" der and in order to elim_nate ..he effect of such affiliation isv

of the opinion that the amount of taxes based on income to bew ks

:consv.dered in determ.'Lning rates should be based on a calculation G i

' wh:.ch .ncludea, as an allowable expense for tax purposes, deprecia- o

tion on the 3129 574 of plant. : ’l'he procedure recommended by the

~ staff results in a lower expense allowance for income taxes than -

would de the case. if taxes were computed on a atrict "as paid" basis.“\;‘
Mr. George Ponty and Mr. Allen F. Kerr are each paid' at

the current rate of $500 per month for a total of $IZ 000 per year

- as Pres:.dent and Vice Presi‘dent of the company, reSpectively Th:x.s

sum represents a suhstantial portion of the operation and maintenance' R

| expenses recorded by the company for the year 1959 in the 'vamount of
'rhe staff after a detailed study o£ the operations of B
‘Jun..or Water Company, Inc. > considering the complexity of opetations,':‘
a. study of work performed and a comparison of the expenaes of other o
'water companies of a similar size, developed the figure of $17 830{"
as the adJusted total operat:t.on and maintenance exoenses. ol
. ; The applicant requested authority to charge $0 50 .;n the -
event that a customer is twenty days late :m payment of bills for

"-Service and a $5 00 turn"Oﬁ'/turn-on chatge for 'b:l.lls paid 40 days AR




| late.; Commission practice in.this regard has-been to-allo:ﬁa charge
_ of $2.50. for reconnection of service during regular working,hours or“
$5. 00 for reconnection of service at other than working,hours, when.
‘the customer has requested taat the reconnection be'made at otheﬁ“than
. regular workrng;hours.’,,j; . ‘l i' RNt 'il"”" ::
| Junior water Company, Inc., haS-no filed agreement or _.‘f}
taxiff with.this Commission for fire protection service although it“"i
‘obtains-revenues for this service from the Los Angeles County*Unifiedﬁ-
Fire Protection District. The order herein w1ll require applicant to :;{ﬁyl]
seek in accordance with the provisions.of this Commission s General
Order No. 96- authorization to' carry'out the terms of such agreemenc.m‘:" |
In accordance with the staff analysis contained in thisf” _w;fViL
:,record applicant should rev1ew the depreciation rates using the” ey

straight-line remaining_life method. Ihe order-will so provide.

Findrn and Conclusions PR | R e .

| The Commission finds and concludes that the estimates of
'operatrng revenues, expenses,‘inclnding,taxes.and depreciation, andi.
the rate. base aS-submitted by-the Commission,staff for theryear 196 |

reasonably represent the results of applicant s-operations‘and they,

will be and hereby axe: adopted for the purposes-of this-proceeding.{ft”hﬁfiti

| The results of operations in the foregoing tabulation -

cleariy show-that the present rates are’ deficient and that the rates
proposed by applicant are somewhat excessive. An estimated rate of

return of 7.0 percent based on the staff,s calculations<is-hereby e
found to be reasonable for the utility at this time. The authorizedlﬁi”ﬂ i
rates will result in an’ average monthly bill of about sz az for s
residential flat rate serVice an increase of 37 6 percent.; Theit, |
_authorized wetes rates when applied to the 12 exiSting meter customersllf
produces an increase of approximately 27 percent when,compared‘with

| the present water rates. ff‘:.h‘ff’=””ﬂ"“
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It is hereby fouud as a fact that the :.ncrease in- rates
3 and charges authorized herein is just:.fied and that the present rates,

insofar as they differ from those herein pre scri"bed for the future

i are wajust and: .mreasonable. co e

, Based upon the evidence and the f:.ndings contained in. the
. _foregoing opinfon, N - e | Lt

' IT IS ORDERED as. follows- .

~_1'.' . Applicant is authorized to file in quadruplicate with

thls c:onmission after the effective dete of th..s order, iu conform.ty

‘with General Oxder No. 96, the schedules of rates attached to thi' SO

~order as Appendix A and, upon ot less thau five days notice to

'_ this Comission and to the public, to make sa:.d ratea effective for

- all water serv:.ce rendered on and after March 16 1961. .

M

2. withiu forty-five days after the effective date of
this order, applicant shall file in quadruplicate with this

Comnission, in °°°£°mi‘:y Wi‘:h the Provisions of General Order No. 96 .

and acceptable to the c°m1535-°n» rules 8overning cuStomer relatious

revised to reflect preseut-day operating practices, a revised tar:.ff L

service area map and current Sample copies of prmted forms normally
used in connection with customers services. Such rules, tariff |
servn.ce area map and’ sample forms shall become effective upou” five
days' not:.ce to the Comssion and to the publ.:.c after filiug“a
(--here...nabove prov:\.ded., . - o f

3. Within tixty days after the effective date of this
oxrder, applicant shall file with this Commission four copies of' a

compreheus:.ve map, drawn to an n.ndicated scale not smallet than

300 feet to the iuch. del:.neating by appropriate markings the vara.ous’iv‘fr\,?'l"

tracts. of laud aud territory served, the principal water pr°d“ction,‘




storagt and disttibution facilities, and the loeation of the various
. water ut:.lity properties of applicant. B

4o Beginning,with the: year 1961 applicant ahall de:ermine*iff,jg

deprec...ation expense by multn.plying depreciable utility plant by a

rate of 2.1 Percent. ‘rhis rate shall be used until review indicates “

it shou.td be revised Appl" cant shall review the depteciation rate
us.;.ng the straight-line rema...ning lif.e method when major changee :x.n

utility plant composition occur and et intervals of not more than

five yeara, and ahall rev:.se the above rate m conformance with ':such i-’ e

teviews. Results of these revieww shall be submitted to this.‘
Comm.ssion. ' o R

‘5; Within thirty daya after the effective date of thie

order, appl:.cant shall file with this Comiss:.on, in confomty wu.th .

Section X of the Comission s General Order No. 96 three copies of. s

‘the existing agreement between the utility and the Los Angelea Cormty:‘f?.ff_f‘fj.:-' B
' Unif:.ed F:Lre Protection District covering the fire protection service.;'f,

to said dz.strict. S

“Toe e£fe°ti"e date Of this order shall 4be twenty days &
.after the date hereof. . R RPN ,
BanF‘mndseo

o Dated at
day of ___ FEBRUARY. ’;}1961;f7’




Schedule No. 1
GEVERAL mmm smvxcz;“?_-‘ )

' APPLICABII.I‘I‘Y

Applicable to aJ.'L metered watecr service. . o L

.TTRRZZORY

The- mincorporated areas known as Tracta Nos- 14761 16200 g 162.&5 >
161:78 a.nd 167'75 located edjacent to the C:!.‘cy of Norwa.llc -Los:Angeles. ,COunty

antity R&tea-‘ :

 First 1,200 cu.f'b. or less ......-.................,' E
Nm 1,800 c’u.i\to,‘ per 100 C‘u.»f'b- ..&Q.Lhu'v.t....‘“_
Next 2 000 cu.f't., per lOO cuoft' .&Q...-Ovltalo..«“," . Z
over 57000 c‘u'ﬁ" Pe&' 100 cuoft.' ssesssrssnae oopoﬁl"

}’J.nimm Chm:ge.

“For 5/8x3/4-inch metu"....'..‘................'."...;..’,t', 240
FOJ.' ’ B/A-inCh meter --.oooo.--qo---bo.o...-..-l‘.tu' e
FOI‘_ . ,.l-f.nCh'me'ter.,.........-..--..-..-.....-:

- FO).‘ l—l/Z—inCh me‘ter an—ooo..ooo.--u.ao.onou-u-oll
FOI' 2—1nCh‘:mOter‘...;....¢.;--.-..----.o--.f ; :k"u
For;‘ : 3—1nCh meter oo--mu—o--om--.a-.oc-n---v‘."," .
For  4~inch meter ..........................'

The Minimm Gharge wﬂl entitle the customer
to the quantity of water which. that ondmun
chargo will pm-chase at: thev Quantity Rates. -_
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Sched.ule No. za i
ng m:_gr, rmg ge_nvxcm

A?PLICABI'LHE '

‘ Applicablo to aJ_'L rosidentd.al w&tu‘ cervice fm'nished on ° 'rlat rate

» ‘rhe unincorpomted areas Imown as’ 'l‘ra.cta Nou. 14761, 16200, 16245,~
16478 and 16‘775 located adjacent to tho CIty of Norwalk Los Angeles County.

: "RATES'-,' .‘ BT ": | Per Sorvice_;Connect:tonfj_

Perr Mo_t,h
~ For a single f‘amily residence, : , \
© including premises not. eocceoding co
6,0% Sq- fto in &rm o\—..tq-o-o--oootu-o-c---.o'

.~ a. TFor each additional residence on the same
: premises and served from the same o
‘ Smce connection '.“.'0..0605...0......“.‘"‘""“"‘- . l
b. For each 100 sqe ft. of area’in excess: e S
: of 6 m sq. ﬁ- ..‘...‘«..‘..’.........-&.......j:” ‘\‘ ‘ ‘ 0

SPR}IAL CONDITIQI_JS

1. The a.'bave reaidential flat rate charges applar to service connections'f
not larger than one inch :Ln d:tameter. L 8

: ‘ 2 All au'vice not coveu.'ed by the above classii‘ice.‘tion will be mrnished
‘only ons.metered ba.sis.,. ‘ SR :

3. Mete:s my be’ mateﬂ.led at option of ut:!'.lity or customer ror a.bove
classification, In which event service thereafter will be furnished: only on
the desis of Schedule No. 1, General Metered Service. . When s meter is'.
Installed at option of customer, metered service must be continued: for a.t
leaat lz mon-ths before amice u:t.ll a.gain be fmmished at. flat ratos. A




