
Decision No. 61354 --
'BEFORE TEE PUBLIC UTILITIES COMMISSION OF THE· STATE. OF CALIFORNIA 

In the matter of the application ) 
of, Southern California Water ) 
Company. for authority to' increase ) 
:';;Ltes ch3%'ged by it for water ser- )) 
vice in its Claremont District. 

-----) 

Application No. 42375-

Amended 

O'Melveny.& Myers, by D~nn B. Miller, for the 
appll.cant. 

Edward J.. Dittmer, for the City of Claremont, --protestant. . 
William Roo Roche, Robert 'Woo Beardslee, and 

RiCnara-R7"'Enrwis'tle, r.or. the" ·Co:nmission 
stdf. --

Southern California 'Water Company, a corporation, by 

the above-entitled application, filed June 20, 1960', as amended 

~t the hearing and by the filing of an amendment on .December. l5, 

1960, seeks authority to increase i1:s rates char8ed 'for water 
• • • I . 

service in its Claremont District by a gross annual amount of 

$83,540 bilsed on its 1960 estimated operations; an over-all 

proposed increase of 28.8 percent .. 

Public hearings were held before EXaminer Stewart C. 

Warner on December 7 and S, 1960, at Claremont. The City of 

Claremont protested the ~anting of the application, and filed 

Exhibit No.1 in support of such protest. Also a protestw3s 

filed th:ough the testimony of a director of the Rancho: Sc'lnta Ana 

Bot.mic G.u-de1: of Claremont. The matter was submitted'. subject co' 
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the receipt of late-filed exhibit by December 21~ 1960, and briefs 

by counsel o~ or before February 7,1961. The matter is now ready 

for decision. 

General Informatio~ 

Decision No •. 6l0SS contains a description of the 

applicantrs operations in 811 of its districts, its electric system, 

a:ld' its nonpublic: utility ice business. in B'arstow,' and such 

description is not repeated herein. 

Decision No. 61088", dated November 22,. 19.60, in 

Application No. 42251 of the applicant to increase its rates for 

water service in its South Arcadia District, cont3ins en exp~ession 

by the Commission of its opinion on expenses incurred by the 
applicant in connection with outside services employed, particularly 

with reference to the applicant' s conC%'act with Stone '& Webster:' 

Corporation. Insofar as such expenses have been prorated to the 

Claremont District in the instant proceeding, the Commission t s ' 

opinion in Decision No. 610SS is reaffirmed:. 

Clsremont District 

!be area covered by the applicant's Claremont' District' 

is property in the City of Claremont and unincorporated areas 

of Los &lgeles and San Bernardino Counties adjacent to the City 

of Claremont. It comprises approximately five square miles and 
, , 

is primarily a residential area with a few industrial. customers' and 

the business area of the City of Claremont. The I applicant also 

p::ovides water service to the Associated Colleges of Claremont. 
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" 

" I 
I 

Applicant's water supplies are obtained from 16 company­

owned wells and one leased we::'l loca-ted in or adjacent to the' 

District. The appliC8ut purchases untreated Metropolitan Water 
"" 'i 

District water from the Pomona Valley Municipal Water District, and 
, " 

the locations of its t:hree interconnections to M.W.D. are shown on 

the I!lap, Exhibit No. S, filed at the hearing, two of which are located 

in t:he extreme northern portion of the service area along, Ba seline: 

Avenue Dt M1l1s and Mo\2neain Avenues~ respectively, and the third is 
,< 

located in the southe8st portion, JJt, Ramona Avenue. the current, 

price of unttoeated M.W.D. water is $20.00 per acre-:foot delivered at 

the northerly loe8~ions and $15.50 at the southerly location. Water 

is also pU%'~h:lsed from Claremont Cooperative Water Company, t~is 

sOU%'ce of water supply being available by virtue of applicant's 

cW'nersbip of stock in the Cooperative. 

As of December 31, 1959, the applicant was providing water 

service in its Claremont District to 4~006 cuS'Comers, 3,.995, 

of 'Which were metered and 11 were served at a fla~ rate. In 

addition, 3S4 hydrants for public" fire-protection ~~~ce were. 

connected to the system. 

Rates 

.'Ihe applicant's present rates were established by 

Decision NO'. 466781 dated Januuy 22; 1952:r in Application 

No. 32186.. The following tabulation compares the present r<l:tes 

with those proposed in the application 81ld with those authorized 

h6=eitlafter: 
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',. 

Quantity Blocks Per Meter Per Month 
Prese~t PropoMc!. 

" 

First 500 700 cu.tt. or 1e$s ~ 1.25 .p 2".l5,', ,~2 .. 10 . 
Next. 2,000 1,800 cu.!t., per 100 cu.tt. .18 .24- .21., 
Next 7,500 7,500 cu.tt., per 100 cu.£t. .. 15 .19 .17 
Next 90,000 cu.i't., per 100 cu.tt. .15 .14 
~r 10,000 100,000' cu.tt.., ptlr 100 eu.!'t. .. 12 .lS .lZ 

At 1:he present rates the charge for a monthly consumption: 

of 1,500 cubic feet is $3.05. At the proposed rates such charge 

would be $4.07) an increase'of 33 .. 4 percent, and at the authorized 

rates) $3.78- an increase of 23.9' percent. 

!n the amendment, the applic~nt requested that 

Schedule CL-3MZ, Special Irrigation, Service, Schedule CLD-3ML, 

timi ted Metered Irrigation Service, and so much of Schedule CL-3ML., 

Special Irrigation Service as relates to individuals and parcels 

numbered 2 through 12, be canceled. 

~iF.ss' 

Exhibit No. 4 is a report submitted by the applicant on 

its operations in its Claremont District for the year 1959' recorded, 

for the year 1959 adj,usted and the year 1960 estimated at present 

and proposed rates. Exhibit NO., 7 is a report submitted by 

Commission staff accounting and engineering witnesses on the: 

applicant t s operations in its Claremont District, for the , 

year 1960 estimated at present and proposed rates. The following 

tabulation s\lmtIlsrizes and compares the earnings data' in Exhibits ' 

Nos. 4 and 7: 

'/t 
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:Yenr 1~2~. : y~~ 1260Eet~ted : 
: Recorded : Present'Rates . ProEosed P..ates · . · 
:Per Co. : Per Co. : Per PUC : Per Co. : . Per PUC .. · Item :Exh. ti.':r. : Exh.~':r. : Exh. IlJ.. : EXh. 1I.':r. : E'Xb.. tl1. :~, 

Opera.ti:'.g Revenues ~ 3ll~312 ~ 290~060 ~ 293,340 ~ 373,600 $ 379,,310 

Oper::l.ting Expensee 143~555 149~755 14:3~S2S 1.49~870 14:3,9:3S 
Depreciat.ion ~6,,656 46,,330 45A70 46,,:3:30 45,,470. 
'!'axe~ i2~4S0 :22~~0 4t·OOZ 82'~OZ 2fta01Z 

Subt.otal :jp 235,,691 $ 23,~S05 ~ 23~;305 :j 281;~05 ~ 283,.425 . 

Net Rovcn-.:.es 75,,621 54,,255 57,035 91,995'· 95".SS5 

Rate Base . l"155,,lOO 1~361,,800 1~189' ,,200 1~361,.SOO 1,.l89 .. 200 
, 

R.lte of Return 6.55% ::c 3.98% 4.$0% 6.76% 8:.06%· .. 

'I'b.ere are no significant differences between ehe 

estimates of operating revenues, operating expenses, depreciation, 

a=.d taxes, either at the present or the proposed rates, submitted 

by !:he applicant mld by the staf:f. 

!here is a substantial difference amounting to' $172,571 

~tween the 1960 estim.9.ted weighted average depreciated rate base; . 

the staff estimate beins. lower by that amount<: 

The applicant ceased using double declining balance liber­

alized depreciation for. federal income tax purposes in its 1958 return. 

The use of liberalized depreci3tion for years 1954 through 1957 re­

sults in an accumulated tax differential of approximately $12,200' 

allocable to the Claremont District as of January 1, 1960, and' 

$11,200 3S of December 31, 1960 estimated. 

The federsl income taxes have been computed on an 113S- p.:1id" 

bzsis. The total federal income taxes were aojustedto reflect esti­

~ted ch3rges to the deferred federal incooe tax ~ccount for the test 

year, represex:.t1ng the portion of the accumulated tax differential·" 

~?~liccble to the year 1960 • 

.. ~.n 3mount: of $52;:392 in the difference in esti...'"'tCted rate 

base :for 1960 is accounted for by the treatment ."lccorded advances for 

cons:ruction since the Commission has not adopted the applicant's 

contention in recent prior rate proceedings involving other of 
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3?plic~nt's dist:ri~:ts that t:be next t.'W'O or three years' p.ay~offof )" 

3dvanees be included in the 1960 test year rate base. 

Another rate base adjustment by the staff and difference 

beeween- the applicant' sestimatcd rate base and that of tbe staff, 

was a deduction by the staff fxom xeeoxded utility plant of $2:3-~16l 

fo:r water-bearing land orig:!nal1y reflected in Decision No. 7802> 

dated June 20) 1920~ in Application No. 5356) as a. result of a. 

diffe=e:lce betweer:. a eompany and a market appraisal of such land 

and the adoption by the CommiSSion of the staff, appraisal> 3Xld 

:reaffirmed in De~ision No. 46678, da.ted January 22,1952, in 

Application No. 32186 of the applicant to increase' its rates for 

water service in its Claremont Dist:iet. 

Another major difference beeween the applicant and the 

s~aff in rate base estimates for the test year 1960 is aded.ucti<?n 

by the staff f~om recorded utility plant of $23~490, reflecting 

the market value c£ certain landed capital owned and' held for 

r.lt\:%e use in utility service, but the use of which,:. in the opinion 

of ~e staff, is not imminent. Such land is ss follows: 

location Amount 

Marg;.J.rita Pumping Station 

Green Street Pumping Station 

Del Monte Pumping Seation 

Total 

$13,560 

2 640 7 

7,290, 

$23,.490 

A staff engineer testified that in each instance he had 

reduced, for rate-making purposes, the lot: sizes of the, landed 

prope:.r:ties to p:roportionately reflect the lot sizes which could 

~e.:tSonably be expected to be put to pu'l>lic, use by the applicant ," 

't.r...tbin the ne."'Ct: three years. 

Another tllajor difference bet:'Ween the rate base estimates 

for the test year 1960 submitted by the applicant and the staff is 

.an adj't:stment of $60,268 representillg the residue pert.a4-ning to' -the 
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accoun~ing for the acquisition of several mutual irrigation 

companies. !he applica:c.t,. as shown under the item of ''Water RightsU
, ' 

in the tabulation in paragraph 7., on ,page 3-3 of Exhibit' No.7, ." 

had included this amount in its rate base as the pricep~id' for 

water rights to an entity not theretofore having dedicatedsucb 

rights to public use. This item was argued in the briefs of 

counsel. 

The record shows that in acquiring. water-system properties' 

from Pomona Ranch Water Company in 1955; the Dreher Well in 

1956; the Earrison Avenue Water Company in 1957; and the Del Monte 

Irrigation Company in 1.,58; the cost thereof was $147,946, including, 

the :J.fo:ementioned amount of $66,.263 for water rights. The' water-' 

rights amount was determined by first appraising. properties" other 

the l~ds, at historical cost and land at fair value, and deducting: 

from the total purchase price the sum of these two items; the 

residual sum being assigned to the value of water rights purchased. 

Staff acco'IJUting work papers show that the net bool< v31ue of 
. \, 

prope::-ties :lcquired from Claremont Cooperative' Water Company,.3 mutUal". 

was recorded in December 31, 1958, in tlle amount of $14,258:.78, but 

that the cost thereof was $2,123~76, including a nominal ~ecorded 

mno~t of $1. '!be applicant has incluaed the net: book value' o·f 

these properties in its estimated rate base for 1960. 

~ce 

Field investiga.tions of the applicant's operations, 

service,. and facilities were m.ade by the staff in August and 

SC?tember 1960. Also, results ofoacteriological t:es.ts made by the 
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applicant, independently, and made by the Los Angeles County Health 
': J ' 

Department, and :informal complaint records on fi14a at the applicant 's 

office and wit:h the Commission, were reviewed. No complaints of' 

service of a serious or chronic nature, either as to pressure or 

quality of water, were found, and,none were entered ~ntherecord. 

r;,'t!.~ngs: and C.?~.lusions 
, 

II" 

From the revi.aw of the record the Commission fines as, 
i 

3 fact and concludes that the rate of return which would be' 

p~oe\lcee by the revenues received from ~e applicant: r S present ," 

rates, based on estimated operations for ehetest year, 1960,. is 

deficient, and that the applicant is in need of and entitled to 

financial relief. It is fu::ther found as a fact and concluded, 

however, that ~e :rates proposed in the application would produce 

revenues which would proc.uce an excessive rate 0'£ :retu:n for the 

same test period, and that the application should be gra..'"l.ted in 

paxt and de:ri.cd in ~t. 

It is further, found as a fact and concluded that the 

estimates of operating reve:!ues and expenses for the test year 1960 

estimated, su~mitted by the staff, are reasonable and they are :' 

hereby adopted. 

The item of $52,3~2) included by the applicant init5 

e~~imateG rate base as accumulated refunds pn adv~ces for the 

ye.a:s, 1960 through 1962, is not adopted pursuant to the opinion 
, 

expressed in Decision No. 61080. .. 

It is further found as a fact and concluded that the items' 

deductee by the staff from t:l:.e recorded utility plant of $23; 161 

-8-



A. 4237SAmd~CM * 

for water-bearing land and $23,,490 for landed. capital owned and held' ,,' ' 

for future use, respectively, in the rate baseClre reasona1>ly 

deductible. 

The Commission staff recommended that the sum· of, $66,268 

termed Acquisition R.esid.ue be eliminated from the rate basc'for the 

estimated year 1960. The applicsnt clearly attempted. for8ccounting 

purposes to spread a toeal pUX'cbase price of $147, 946 overce~t8in 

accounts on certain ba ses. the' spreading of the purchase i>rice for 

accounting purposes is not controlling for r3te-maki~g pu~poses.; 

l'bere is no dispute that the properties were acquired, andthat,'the 
, ' 

expenditures were made in good faith and at bona fide, arms-length 

bargaining. !he properties are now used and useful in' the conduct of 

the appliCant's business; snd there is no evidence ehat the total 

amounts of money expended were unreasonable or are unreasonable for, 

rate-making. purposes. Ibe evidence is clear th~t'add:tt!onal supplies 

of water were needed in the Claremont District, and tha,t 'the' acqui­

sitions were ~easonable and prudent methods of augmentingthe'water 
, , 

supply. It is clear 1:bat it would not be'practicable to-sink another' 
" " . , 

well except for replacement purposes. It is found .8S a fact that 

the::nnount of $66,268 should reasonably be restored. to .the test: year 

1960 estimated rate base submitted by the staff; it', having,heretofore 

been deducted therefrom by the staff in Exhibit No.1 and, inth~ 

SUl:ImSry of earnings tabulation hereinbefore set forth. Ihe"trea,tment 

for rate-making. purposes of these acquisitions' of water systems·ar(!,' 

based upon the ~rticalar facts in this proceeding,. as each C'Bse 

must be decided \1pOn, its merits. 
I' 

It is further found as a fact and eoncludecfthata'net 

amount of $12,135.02 should be deducted from recorded utility,pl'snt 

to reasonably reflect tbe exccs-s, recorded net book value over ,the' .' 
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actual cost of Claremont Cooperative Water Company prope:rties 

recorded on the applicant's books in the amount of $14,258,.78-;· they 

having cost the applicant only the sum of $2,123.76. 

After making the above noted rate-base adjustments hereto-. 

fore out:lined it is found as 8 f.sct and concluded that a rate base 

of $1,.244,.000 is reasoD.8ole,. and further,'. that ~rate of return of 

6.57. thereon is reasoD.8ble. !he order which follows:willautborize. 

the applicant to file new schedules of rates which will produce 

est:imated gross annual revenues, based on the test year 19.60·· 

estimated,. of $348,000. this is an increase of $54,660 over the 

applicant's present rates, but $31,310 less thauthe increase in 

rates requested in the application. 

The applicantrs request in its amendment that it 

be authorized to cancel Schedule CL-3MZ.·". Special Irrigation Service, 

Schedule CLD-3ML, Limited Met~ed Irrigation Service, and so much 

of Schedule CL-3ML,. Special Irrigation Service, as relates te> 

individuals and parcels 2 through 12, is found· as: a fact and 

concluded to be reasonable, .and the order hereinafter will so' 

provide. 

The Commission f\lrtbe:r finds as a fact and concludes 

~at the increases in rates and charges .3.uthorized herein are. 

justified andtbat present rates insofar as they differ from those 

herein prescribed will for the future be unjust and unreasonable. 

App1ic.:l.tion as above entitled having been filed"a pub,lic 

hearing having been held, the matter having been submitted~, and now 

bei~ready for deciSion, 
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1. (a) 

IT IS HERESY 'ORDERED AS FOLLOWS: 

!hat Southern California Water Company, a corporation) 
be and :l.t is authorized to file in quadruplicate with 
the Commission on or after the effective· date of this 
order,. in conformity with the Commission's General 
Order No. 96, the schedules of rates applicab,le to its 
Claremont District shown in Appendix A attached hereto, 
anel upon noe less than five days' notice to' the Com-­
miSSion and to the public to mal(e such rates effec,t:ive 
for water service rendered on and after June 2'~ ,,1961. 

(b) That concurrently with the filing au1:horized herein 
Southern California Water Company be and it is authorized 
to withdraw and cancel by appropriate advice letter its 
pre.sently effective rate schedules as follows: 

Schedule No. CL-3MZ - Special Irrigation Service 
Schedule No. CLD-3ML - Limited Metered Irrigation 

Service. 

Such cancellation shall become effective upon five days' 
noeice to the Commission and to the public sfeer filing, 
of ·the ~dviee letter as hereinabove provided. 

2. 'I'Mt in. all <'ther respects the .':1pplication be ~nd it is 

denied. 

the effective date of .this order shall be twenty days .9fter 

the d.cIte here<Qf. 

Dat:ed at _-.;San;..;;;;;_F.rmI.~;;;.oac;;;· ;.;;.;.0 __ -" Cal1f~ro.i.a, 'this' .. 9.d . 
dBy of ---..:;/?tct~~cr:;:..~---,. 1961. 



Schedule No. CL-l 

Clo:r'anont Tariff A-rea 

APPL'ICABItrrY 

Applicable to all m.etered. '-later serv1co, except the epoeial· 
irrigation service coverod by Seh«lule No. Ct-.3ML. 

The City ot Claremont, Los Angeles County', andadSaeent. unin.corporated 
territorj" in Los Angeles and. San Bernardino- COWlties. 

,Per Meter , 
. Per Month 

QuantitY P..a. tes : 

700 cu.. ft. or less ..................... ., .. . " .. . 
1,800 cu. it., p1!I1'" 100 cu. :rt. .................. . 
7,500 cu. ft., per 100 cu. ft •• ~~.: ••••••••• ~ 

90,000 cu. ft., per lOOeu. ft~ •••• ~ •• ~ •••.••• 
100,000 cu. it., per 100 cu. ft·~ .............. ... 

Ydn1m.um Charge: 

For 5/~ x ~/4-inchm.eter ••••••••••••••••••••••••••••• 
For 3/4-1n.~'. met,~· •••.••••••• ~ .................. .. 
For l-1nch meter" ••••••••••••••••••••••••••••• 
For l~illeh. mete:r- ........... ., ........ • -••• " .... * ••••• " 
For 2-irlcb. mett!Jr' ... ~ .............. ~,. .................. e" ... . 

For 3-inch :meter ............. ~ ............................... .. 
For I.-inch met.f!I1: ........... ~._ .......... ' ..... a ...... .. 

For 6-ineh mete:- ... ., .. e,. e" ......... ~ e" ...... "' ...... "," ,.'. 

For ~1neh. met.t!Ir' ...................... • ' ........ ~ ... ,. 

Tb.~ Mim.m.um. Charge .....ul anti tle the customer­
to the quantity of" -.m.to%" vhieh that. minim'l.lXll 
c:barge 'Will purehl.t.!G at. the Quantity Ratee. 

$. 2 .. 10 

.17 
~:14 
.12 

2.10· 
2.65 
~.40' 
7~2; . 

·12.00 
22.50·' 
35.00: 
60.00' 
"90..00. 



APPLICa.B:r.,!TY 

APm.~IX A 
Page 2 of 2 

Schedule No. C~3MI. 

Cla!"e!llont Tan ff Area 

SPFCIAL IRRIGATION SERVICE 

Applicable only to irrigation zerrl.ce to certain property owned by. 
B. F. Abbott a.s of Je:t:J.~ 4~ 1956. 

!;sRRITQRX 

Property of B. F. Abbott, consisting of·approx1m.a.tely two acres 
located. eo.st Clf" Alexandc.r:- Avenue and approximately 560 feet .north o~ 
San :rose Avenue, in the City of Claremont, to~ Angelos County. 

QuantitY Rate: 

For allw.ter del1ver~,. per miner t s inch hour ........... 

S?5CI~t CQNDITI~NS 

1. Q:uanti tie~ de11vered. shall be determ.1ned by meter~ot standard 
~uraeture. A reco:-d of the ....atcr delivered. will be kept by-the 
com~ and bills '«ill be com;?uted and rendered monthly based. on the to~l 
o..uanti ty of ..:a ter us~. 

2. The eustome'r \oTne:J. des1'!":l.ng service shall notify' the company at 
lea.:5t 24 hcmrs in advance, 1ndice:ti:lg .he da+,e and hour of eO!!lme:tl.cement 
0'£ the :3e:."V1ce. 

J. 'I'bis ~erviee -..:ill be rendered only from water produced: from the 
well s.cq\11red by' the company from the Pomona Ranch Water Company. 

4. ~ce will be rendered only to the above %WIled individ1.Wl or 
his sC'terc.l sueceoso:-s in ownership of" the parcel of land here1Xl1lbove 
referred. to,. and only for ixTigat10lllll use on trw.t parcel. I!serv1ce·t(> 
said ;>e.rcel 1, not taken tor a period ot t\oTolve consecutive f'ull calendar 
months~ it \dll :lot 'bo r<lD.ewed under t.his schedule. . 


