
Decision No. ------
BEFORE 'rBE PUBLIC UTILITIES COMMISSION OF '!'BE STAn: OF CALIFORNIA 

In the Matter of the Application 
of SUBUR:sA1~ WAXER. SYSTEMS. a cor­
poration. for authority to 
increase its rates for water 
service. 

) 
) Application No. 43241 
) Filed March 17. 1961 
~ Amendment Filed-December 4~ 

Investigation on the Commission's) 
own motion into the operations.. ~ 
:rules. regulations.~ contracts and 
practices' of SUBUR:BAN W.Al:ER 
SYSTEMS~ a corporation..: ) 

Case No. 6323 
Filed July 28,. 1959 

Bearing 

.Arthur D. Guy, Jr., and C. H. Deitz, for 
Suburoan Water Systems. applicant' in 
Application No. 43241 and respondent 
in Case No. 6323. 

Harry C. Williams. for the City of West 
coVliii; Mrs. Marie L. Edwards, for 
Valley Colmci! of Home OWners Associa­
tion; Wanda Hendricks. for San Jose 
H1l.ls Home Improvement Association; 
Albert Gearinf! for San Jose Associa­
trou, Iiic.; WJ.liam Emmens, Joe Ramirez 
and Meno Wilhelms. :tor Crty of Santa Fe 
Springs; Mrs. Nancy Baranger, for Santa 
Fe Springs CE:aiilber of Commerce; and 
~. Johnson, for Sungold Hills' 

ty. Inc .. , protestants in Appli-
cation No.. 43241.. ' 

RUSh N.. Orr,. William V. Caveney~ John R. 
G"IIfanders and Richard R. EntWistle,. for 
the COtmXi!ssion staf. 

OPINION -----...-.---

1961 

l'his application was heard before Commissioner Peter E. 

Mitchell and Exmniner WUliam W. Dunlop in West Covina' on July 26. 

1961~ and in Whittier on July 27 and 28'. 1961. Ther-:after, adjourned. 

hearings1 were held before Examiner WU11am W. Dunlop in Los Angeles. 

1 case No. 6323 was conSOlidated for hearttig With tEe abOve-entitled 
application (No. 43241) on November l~ 1961. 

.... ... 
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on September 13, 14, 15, 20~ 2l~ 22, November 1, 2, 3, December la, 

19, 20, 1961 and J~ 17 and 13, 1962. Applicant and the 

CoUImission staff filed opexdr;.g briefs on Marc:h 12,. 1962 and· c1os:tng 

b:iefs on April 23, 1962. 

Copies of the application and the notice of hearing were 

served 1n acco:dance with the Commissionfs procedural rules. Toe 

protestants are the City of West Covina,. Valley Council of Rome 

Owners Association, San Jose Rills Rome Improvement Association,. 

San Jose AsSOCiation, Inc., City of Santa Fe Springs, Santa Fa 

The City of West Covina, at the hearing. on July 26~ 1961,. 

took tb.e position that the requested rates were excessive and that 

special ::eV'iew should be made of factors used by Suburban 1n normal­

izing revenues and expenses, Suburban' s depreciation rates, Suburban IS 

transactions with companies which appear to be intimately related to· 

SUburban and Suburban r s stock exchange arrangements· in place of 

pay-back agreements 'With some subdi .... '"1ders. 

Petition for Examine4's Proposed Rep04t 

On November 24, 1961, Suburban Water Systems filed a peti­

tion requesting the Commission to direct that a proposed report be 

prepared and issued by the presiding officer. !he Commission has 

considered this request and is of the opinion that no useful purpose 

would be served by the issuance of an examiner t s proposed report· 

herein. Accordingly ~ the request is denied. 

Applicant's Request 

Suburban Water Systems seeks authorization to increase its 

rates for water service pursu.ant to- Section l,054 of tl"J.e Public Utili­

ties Code and ~ by amendment, seel<s authorization to' include. in its 

utility plant accounts an amount for water rights at an estimated 

<:tt:r.cent value rattler than at cost as prescribed by the uniform system., 
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of accotlllts for water utilities (Class A). Applicant estimates that 

the rates which :£.t seel~ 'to have made effective will increase its 

a:.mual. revenues by approximat~ly $:7~O, 000, or by 32 pe:cent, based 

on its revenue estimate of '$2,424,500 for 1961 at present rates. 

With respect to rates, applicant seeks authority t~ estab­

lis~ two rate zones. to replace the present seven rate sc'hedti.les 

applicable on its system. 11in:[mnm rates of $2'.40 a mantA for 600 

cubic feet of water are requested £0:- Zone A (lower elevati.ons) and 

$2.70 for Zone 13. (Ingber elevations). Based on a monthly usage of 

2,000 cubic feet of water, present and applicant' s :-equested charges 

for wate: service aze as follows: 

Charge per MOnth for 
2,000 Cu.Ft. oi Water 

. Percentage 
Area - Present Requested' Increase" 

Zone A 
La Puente - South Covina •••••••• 
West Covina ••••••••••••••••••••• 
Glendora .•.•••• - ••••••••• ~ •••••• 
Rivera ••••••••••••.••••••••••••• 
Wnittier, . 

except 600 ft. pressure zone .... 
Zone E 

COVfna r~olls· •••••• __ ••••••••••• 
ZigbJ ands (Covina-~vest Cov:Lna Area) 
Whittier~ 600 ft.press~e Zone •• 

Applicant's Operations 

$3.30 
4.00 
4.30 
4.30 

(~.a2 

5.00 
5-.00 
llo.82 

$5.51 66.91.. 
5.51 37.7 
5 . .:51 2S.0 
5.51 28.1 

5.51 14.3: 

6.51 30.2 
6.51 30.2 
6.51 35.0 

.Applicant is engaged in tile business of furnishing water 

service for docestic, industrial and fire protection service from 

four geographically separated systems. Three of the systems ."l:'e :£n 

tee upper San Gabriel Valley and one is in the Central Basin i:c. end 

aroUDd 'Whittier. I:l to~al tbe applicant serves approximately 44 >540 

~.l.st~:i:'S. l'~ four systo.t:lS a:e known as Glcndo!'a~ Covina Knolls 

San ~ose ~;'ls end vraitt1er-~vera. 

ra.e Glendora system serves approximately 2,050 customers in . 

an area lying between the cities of p.zo.sa and Glendora. T'ae Covina 
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r<:oolls system serves some 310 customers in an area lying northeast 

of t~e City of West Covina. The largest system. as measured by the 

number of customers served is th~ San Jose a1l1s system, which serves 

about 23,270 customers in the cities of West Covina, La Puente and 

Industry and intermediate unincorporated area. TheWbittier-Rivera 

system. serves approximately 18,910 customers in areas southeast of 

toe City of Whittier and in the cities of Santa Fe Springs and Pic:o 

Rivera and adjacent territory. 

Water supplies for the four systems are obtained primarily 

from applicant's wells supplemented with water purchased from various 

sources including. so-called mutual water companies. Storage 

reservoirs are located in the several service areas. There are four 

pressure zones in the San Jose Hills system. and six major pressure 

zones in the Whittier-nivera system. 

Officers and Corpgrate Relationships 

As of December 31, 1960, Suburban's officers were: 
2 

C~m,..rlle A. Garnier, president; E. S. Galster;p June G. White, 

J. c. !.uthin, and W. Hannon, vice presidents; C. H. Deitz, secretary­

treasurer; Marian Feneck and A. D. Guy, Jr., assistant secretaries., 

Directors were: Camille -A. Garnier ~ June G. Wbi.te" C. H. Deitz" 

E. S. Galster, R.. T. Gardner, 1>. R.. Jacl(son and R. S. Carvey. 

During various periods of its 'M.story Suburban bas util1zed 

the services of associated compan1es3 and persons pr:l.m.arily in con­

n~ct1on with the construction or installation of plant or for the 

pUX'CMse of otc.er assets. These associated companies and persons 

include Garnier Construction Company" Garnier Utility Service Company: 

2 S!ste= of ~llie A. GarnIer. 
S "Assod.ated companiesH means companies or persons tllat, directly 

or indirectly, through one or more intermediaries". control, or are 
controlled by, or a;ce 1.mder common control with Suburban. 
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vlh1ttier Utility Supply Company ~ Ga....oo-nier Machinery and. Equipment 

Company> San Jose Ranch Company, Valinda· Engineering Company ~ 

Pacific Ut:Uity ~..rvice Company (a division of ValindaEngineering f 
, 

Company) South. Covina. W~ter Service) 't-Tater Suppliers. t10blle Conxmm:J­

cations) Cal:Lforn:r.a. Pacific Finance Company:l' Cal-Fin Company:l' 

Garnier Pipeline Constructic:m Company:l' Soutawest Water· Company, 

U~ility Service Company and Camille A. Ga:rn:Le:. So-called mutual 

water companies controlled by Suburban include Hollenbeck Street 

Water Company) La Grande Source water Company ~ La Puente C0-

Operative Water Company, Temple Avenue Mutual Water Company and 

Valencia Water Comp3:lY~ Suburban also owns stock :!.n several other 

SO-called mutual water companies that do a substantial business nth 

Suburban, including. California Domestic - La. Eabra Water Company, 

Covina Irrigating Company and Murphy Ranch Mutual Water Company. 

Otaer entities that are associated with. Suburban that function 

principally as holders of assoeiated company stocks include Gand.er 

E:ltC%prises, Inc. and Garnier Trust. rae extent of ownership and 

office held by Cs:m:i.lle A. Garnier, June White ~ Constance Ga-...-uier 
4 

and C.. R. Deitz in a n'l.1lllber of the assoc:[ated companies as of 

Sept~ 9:1' lS5~ and as of June 20> 1961 are as set forth on 

Table l-K of Exh:tb:Lt 13. 

For .an. 'Understanding of the interassociated transactions 

that are included 1n the history of Suburban Water Systems as 

revealed by this record, particularly by Exhibits 10 and 13, a 
\ 

brief s'tmn:oary of the function,. operation., ownership and control of 

a ~..r of the associated companies is appropri.a.te. 

Garnier Construction Company was organized in 1937 . as a 

pa--t:nership of the Garnier fam:Uy. Since November 1, 1955· it has· 

4 Mother 0:' cam:n Ie A. Gartiler. 
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been a corporation with its stock h~ld by s~ Jose Ranch Comp~. 

'I".o.:i.s company aas conS1:rUcted and installed the maj 0:: portion of 

pipeline:;., pu:nping st:a~ions, ~eservoirs and other large facilities of 

Suburban on a cost-plus basis prior to· 1957 a:1d on a unit price 

contract basis and 01l a cost-plus basis since 1957, .as indicated by 

Table 1-B of EX:rl.bit 13. It used materials purchased from Wb.ittier 

Utility Sup?ly Company and rented lXlacb1nery and equipment from 

Garnier Machinery and Equipment Company generally prior to April 1956· 

'C.;1'l.e:l s':lCh coxr;p&!ies w~re ac~1\1e.. It cor.ducts· its operations from 

rented pr~ses own~ by San Jose P~ch, w~~ch also provided office, 

wa::ehouse and yard space on a rental basis to other associates. In 

the three-year period, 1958. tllrough 1960, some 73 percent of its· 

total sales to Suburban have been billed under the unit price 

sebedule. In additiO:l to its construction business> t1li:s company 

haz provided engineering and administrative services, and lUls sold 

material direet to Subu:-ban and to its other associates. On 

l-'.a:rch 29, 1950 the U!lit p:,~ce contract "las assign.ed, with Suburban t S 

consent, frOtl Ga...-nicr CO!.lst-.ruetion Company to Garnier Pipeline 

Construction Company, a new corporation 1 which performed work for 

Subu::ban '\mde::: tbe extended contract until December. 31 , 1960. Sales 

of G~~er Coustructio~ Company for the years 1955 through the first 

nine :nonths of 1960, as shO".m. in Table l-A of Exhibit 13, were 

d1:::cetad prlm.;:,rily to l..ts associated public utilities, assoe':i.3.ted 

mutuals, or associated utility operating and supply companies. 

Ga-~ier Pipelj~e Construc~ion CompanI was incorporated 

:;':0 Y..areb. lS60. It is owned 87~ percent by Vcl.inda Engineering 

Co:t?a:lY and l~:9crcent by M:'. William Long. This company' s sales 

to Subu:b3:l i: 1960 .a::lotm.:cd to $497,638 0::- 57.8: percent of ito 

tot.:l scl.es in tha:t year (Exhibit l3, Table l-C). Thi8 eompany held 

t:'e 'Unit price contract with Subo.rbt.t:l from March 29, 1960 to 



December 3l,:t 1960. Such unit price contract ~1as awarded by Suburban 

to J.. Z. Young Pipeline Construction Company on January 25" 1961. 

On Februe.ry 3, 1961, J. E. YOT.."D.& Pipeline Construction Company and 

Ga:rn:ter Pipeline Constructio:l Comp.:ny were issued joint c®s.truction 

license No. 198276 (Exhibit 13, Table l-B). 

Ut-f..lity Service Compan'9' was formerly known as Garnier 

Utility Service Cor:lpcy ond was j o:f.ntly owned by Camille Ga.-n1er and 

:Us siste:- rorrs. June ~Mte. From its incorporation in 1952 'l!ntil it 

became generally inactive insofar as direct sales to Suburban in 

19 56 ~ it performed wor!e relating to the installation of services .md 

mete=s and certain =e1atcd fucctious. Materials were purchased from 

Whittie= Supply Company; construction mechinery and other equipment 

were rented from. Garnier Machine:ty and Equipment Company; and its 

account inS and administrative functions and operating premises were 

pZ'ov1ded by other associates.. Worle was per£Qrmed U1lder contract on 

a cost .. plus basis with markups to cover material bandlinS~ supervi-' 

sion and overhead, engineering and p=ofit similar to those used by 

Ga...-u1er Construction Ccmpany ~ Garnier Utility Serv:i.ce Compeny had 

no investment in fi..~ed capital, the bull<: of its assets consisted of 

aCCOtlllts receivable and work in progress.. In 1955 sales of Garnier 

Utility Service Company to Suburban amounted to $153:,969 or 8S.& . 
percent of Gartder Utility's total sales for that year (Exhibit 13, 

Tsbl~ l-D). Sometime subsequent to 1956 Utility Service Company 

began provid:tng 'Illall8.$ement, accounting, maintenance, operating and 

construction services for so-called mutual water companies and pub­

lic utilities. Its customers included so-called mutual water 

companies controlled by.S~urban and ~n1ose expenses are reflected 

in the cost of ~iater purchased by Suburban from. said mutuals. 

In 1950 its functions were tru~ overby Pacific Utility 
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Service Ccn:%pany) a division of Val1:c.da Engineering Company. Utility 

Service Company is now owned 100 percent by Mrs. White. 

Pacific Utility Service £ompany is a d1v:tsion of Valinda 

E:lgineeting Company and as such is owned 85 percent by Csmille A. 

Garnier:. 5 percent by C. !:I. Deitz ane! 10 percent by other parties'. 

'Ibis cOtnp3lly has continued the services formerly offered by UtUity 

Service Company. Its sales for 1960 to Suburban amounted to 

$24:.775 ('Zxb.ibit 13:. Table 1-E). 

V3hittier Utility Supply Company, a corporation> whose 

stoc:!~ :Ls held by camille A. Ga..~er and his sister 7 Mrs. Jtme White> 

op&ated in the period bettlleen 1949 and 1956. During that period 

it sold the bulk of materials and supplies used by its associated 

companies in construction and operations. It ~d no investment fn 

buildiogs or equip~t and rented its warehouse and office facil1~ 

ties from San Jose Ranch. Accounting, administrative and other 

functions were provided by Garnier Construet1on Company. .Approxi ... 

mate1y 93.4 percent of its sales during its active period were to 
, ~ 

its operating assod.a.tes. During the years 1955 and 195~ tlle bulk 

of material sold by the supply company was to Ga,.-n:[er Construction 

Company, which in tu..-n 10 those same years: had the bulk of· its sales 

to· Suburban (Exhibit lS~ Tables l-F and l-A). 

Garnier Y~cl1in~ and Eggipment Compant was incorporated 

and Cotmllenced operations about the middle of 1952. The stock of this 

corporation is owned one third each by Cmn11le Garnier, Mrs. June 

Waite and Garnier Enterprises. 'Ihis company has been inactive since 

¥J.arch 1956. Its prinCipal activity was ,the renting of construction 

machinery and automotive equipment on a serviced basis to- several of 

its assoc~es. It had no clerical> accounting or administrative 

e.x:xployees> and purcllased services of this, nature from other 
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, associates, particularly Garnier Construction Comp81'1Y and Gl.IZ'Dier 

Utility Service Company.. For the yea=s 1955 and 1956 the bul!~ of 

its sales were to Garnier Construction Company and to Suburban 

(:Ex;:d.bit 13, Table 1-B) .. 

S8Xl Jose Ranch Company is -a partnership of the Garnier 

!':rust and Garnier Enterprises, Inc., and holds a portion of 

Suburban's stock. It owns and rents to its various associates-, 

i:l.cluding SUburban, the office building, land and other premises 

used by these companies in their operations, and'derives its prin .. 

cipal revenues from. th:J.s service. Rentals are ehar3ed on the basis 

of floor space occupied and are designed to yield gross- revenues 

sufficient to meet estimated operating costs. In addition,. San Jose 

:Ranch owns and operates a well and pumping plant several miles dis­

tant £rom its ranch property and sells water to Suburban for usc :tn 

its San Jose Hills System. and to several other parties,. including, the 

City of West Cov:tna. 

Valinda Engineering Cgmpany, incorporated November 5, 1953, 

~ organized to perform the engineering functions formerly provided 

by Gander Construction Company. Or1ginally it was owned one half 

~cb. by Camille Garnier and Mrs. June White. It is now owned 

S~ percent by Camille' Garnier~ 5 percent by C. H. Deitz and 

10 percent byot'b.ers. Prior to April 1956~ substantially all 

revenue of this company was derived from sales of its services to 

its associates, including Suburban. Since April 1956, it has not 

been doing any work for Suburban bue it has been retained by otllers~ 

including so-called mutual water companies controlled by Suburban. 

Of its total sales for the years 1955, and' 1956, 66.5. percent and 

64.8 percent, respectively, was te> Suburban (Exhibit 13:. Table 1-J) .. 
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Sou.th Covina. Wa.ter Service is a pertnership' composed of 

eam:t lle A. Garnier and his three minor children. It owns and 

operates pumping facilities and transmission ma1.ns used in produc­

~g .;'lIld se1linz water primarily to the San Jose District of Suburban 

v1a~c= Sys~cms and to others, including South Hill's CotJnt:y Clu1>. It 

also holds stock it!. Sub'UX'ban. It owns. no other property ,has' no 

other source of revenues, and does not usc any of the water pro­

Quced f.or its o~m domestic purposes or for ~~igation of its lands. 

Water Supp'iers Mobile Communications S~lce was 

incorporated August. 5, 1950, and is wholly owned by the various 

associ=.:cs utilizing its ra.dio service, such ownership taking. the 

form ef membership sh.;::res in the ra-:io oz the radio \mits used. 
" . 

Costs of operaticn of centr~ transmitting and receiving f~cilities 

arc assessed to members in the same mmner, it: being. operated on 

a nonprofit basis. Personnel requirements for Cispatching, 

clerical, :!ccounting and administration are fu..-uishad by Garnier 

Cccstruc~ion Company. 

Ccl.~ornic:. Pacific FinS!lca Company was incorporated :in 

1950. .t-~l of its s'tocl~ 1.$ held by Cami'le Garnier, Mrs. Jt:Ce White 

and C. H. Deitz. According to its 'llU!nagement it serves the purpose 

of establishmg .e market for the s,eeuritias of its associated com­

p.;:!nies. It h.3.c. appeared as a vendor to Suburban of a portion of 

SUbu::-ban r s i:lvestment in stoclt3 of so-c.:llled mu:tucl. 1'1a.t~ companies 

ald of ce..~a.:tn land and a well. 

Garnier Trust was formed in 1937 by Mrs. Constance Garnier 

for the p~se of enab1~g her to ~~ans£er to herself, as trustee> 
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real estate prope4ties for the benefit of Camille Garnier and 

l'e:'s. June White~ her son and daughter, and at tIle same t1t:1e enabling. 

the trustee to continue to control and operate these properties 

durlnz oo.'t' lifetime. In 1951 Constance Garnier withdrew her one 

tb;~d of toe trust and formed the Garnier Entc:prises. Ga...-nier 

T'l."'USt holels t"'woo thirds o~"nership in San Jose Ranch. 

G:!...-nier Enterorises:[s owned one tenth each by Csm!.lle ' 

Ga.-nic:- ~ his wife and three minor ehildren, hi~ mother, his sister' c3r.~ 

~s brother-in-law and their two children. This company is a. 

p3- enership. It is a partner in the ownership: of the San Jose Ranch 

$lei in addition, ~"D.:; one third of the G~er MaChinery-and 

Equipment Company. 

Cal-Fin Company 1s a wholly owned subsidiary of Suburban 

vJate:: Systems. Its principal functions are to purchase land for 

tlle utility ~ to repurchase from subdividers Suburban' s stock and 

to trade sueh stock for that of so-called mutu8l water companies. 

Staff Accounting Adjustments 

A finaneial exzu:rd.ner of the Commission r s Finance and 

Accounts Div"....s5.on testified tMt, based upon his investigation, 

Subu=ben's bala.D.ce sheet boo!~ £:tgures as of December 31, 19'60 could 

not be relied upon as· representative of Suburban's fiIumc.ial cond!­

~ion on that date. Accordingly, he developed in Cb.:lpter l:. of 

Exhibit 10 an adjusted balance sheet at December 31, 1960 as follows: 
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Adj~ted Ba~.nce Sheet 
(December 31. 1960) 

Item -
Assets and Other Debits 
Utility Plant: 

Intangible plan~ •••••••••••• a ••••••••• 

Utility plaut in service ................ . 
Construct1onvork 1n progress ........... . 

toss :reserve ror depre­
ciation or e:cort1zat:ton ........... , ...... . 

De!en-ea. credits, .......... e ............. ' ••• 

Reserves •••••••••••••••••••••••••••••• 
Contributions in e.1d or construction •• 

Surplus: 
~pi~ stl%'plus .................... __ ...... . 
Ea..r%l.ed S\XZ:'p11l,S, ' ••• ' e' ........ __ .......... * .. .. 

Balance 
Per Books 
12-31...60 

$- 471~5S; 
1$, 148·,46l 

. ~26a722 
16'.I'14Q,,799 

212~126Z 
l3,90S",237 

507",310 
1,007,379' 

~8"z2£t~ 
15,71,87l . 

4,071~929 
6,745,931 

785,869 
1,998',577 

25,747 
461,010 

999,505 
5S3.303 

1",;82,808. 

Tow liabilities & other credits ..... 15,671,871 
(Red Figure) 

CPUC Statt 
Account1ng 
Adjustments 

$ -
(450",480)8. 

-
(450,480) 

(S10}b' 
(449,670) 

(102,S16~c 
5,761 

-
(546,725) 

-. 

(7Q..,81$ 

(546,72;) 

AdjU5ted 
. Ba.lance 
12~31-60·· 

$, 471,.5S5 
14,697,981 

~26J72i 
lS,,696~319 . 

21227·~'78 
1;3",,,,458,567 

4D4~94 
1,01:",140 

~z2~i 15",l25,J.4 

838:1'993 

15,125,.l46 

a.. E15:ni nation of vater rights in excess of cost • ..0 ..... n ..... $(444,000). 
Removal of Valencia Water Co.. line costs ebnrged. in error • • (5,629) 
Reduction or facilities ~cqu1red from Temple Avenue Mutual 
Water Co. to original 1nvestm~t ............................. . 

ToW. .... 'III' ....................................................... . 

b. Valencia Water Co. l.1:D.e ................................... "' ....... . 
Temple Ave. Mutual Water Co. f'acil1tie$ ...................... . 

Total. ....................................................... . 

(851) 
(450,480) . 

(338') 
(472): 
(810) 

c. Reduction rela.t1ng to acquiSition of 5~ sbares of 
Mtrrp~ Ranch Mutual Water Compally' stock from S\m Gold 
"to':' 5 cents on the dollar .............................. oo.......... (102',816) 

d. U:lr6COrd.ed smO'l.mts f'or water "loanedlt to Southwest 
Water Co-.. .. .......................... _ ..... ~ ...................... 'III ....... _ •• 

Is. Puente Cooperative Watex- Co. • ••.•••••••• ~ •••.••.•••••••••••.. 
Valencia. Water Co·... _ •••• ~ .... , __ ...... , ................................... .. 

Total ................... , ................. _ ................. . 

e. Discounts on exchange of Series A 
?ref'erree stock £or out5tanding retl:Dd. contrs.cts ............ . 
A,plieable amortization ••••••••••• ~ ...................... ~ •• 

Tota.l ................................................. " ••••••• ' ..... . 

roo Appra.isa! -ro.:.uo of vator right.s .................................. .. 
Capital surplus aris~ from ~c~uisition or assets or 
Temple Ave. Mutual Water Co. • ......................... , ......... .. 

Disco'Unt on exchange or Series A pre!erred stock tor' out-
st.arxli:ng ref\m.d contracts .............................. ' ............... . 

To'ta,l. ........................................ ., .................. . 

g. Reduction in investment 1n 
M'.XI:1>~ M\Xt'Cal Wa.ter Co .. stock .................................... 0-

V~ene1a Water Co·. l1n.e ......................... ~ ................ . 
Temple Ave. MUtual Water Co. assets ••••••••••••••••••••••• 
ln~ease investment in accounts receivable ................. . 
Amortization of contributions in aid of construction arising 

fro:n d.1seot:n~ on rei"tme. contraots canceled. .................... _ 
To~ ......................... '" •• _ ......................... '. 
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940 
203. 

5,76l 

(26.) 

(208,875) 
(652~90l) 

(102'~S16.) 
(5,29l) 

(353) 
5,761 . 

11 a 78S· 
(90,914) 



Accounting Deficiencies 

A Commission staff accounting witness pointed out twQ 

a::eas of deficiencywllicc. caused delay in the completion-of audit 

work related to Suburban. First, in the recordati.on of the receipt 

o~ cash particularly &ising from. 1Discellaneous water service reve­

:lUeS" and deposits by su:'dividers> contrac:tors and others for water 

se-""'V'!ce or main extensions, a number of instanees we:e found by the 

staff where eitiler the names of depositors we:-e misstated, or were 

iJXlSUpported by evidentia...-y papers. Second, Suburban was found by -

~::e staff not to conform with the reCJ.Uirements of General Instruc­

tion 8, Transactions with Associated Companies> as contained in the 

uniform system. of accounts for Class A water utilities" nor with-~he . 

requirements of ordering paragraph 9 of Decision No. 46782 issued 

February 19, 1952" :i.:l. Ap:?licat1ons 1-10s. 32350 and 32362, involvi...ng 

transactions with associated companies .• 

Suburban ~.ll be expected forth~r.Lth to remedy these 

defic1~cies in t~e recordation of cash and to comply fully with the 

above-indicated requirements of the uniform. system of accounts and 

of said Decision No. 46782 ... 

~dment to Application 

In its amend:nent to the application, Suburba:l. requested 

autilority to include in its utility plant accounts an amount for 

water rlgh-=$ at an estimated current appraised value of $4,125".000 

r~thcr than at cost as required by the uniform. system of accounts for 

water utilities (Class A) prescribed by this Commission. Applicant 

does not seek. at this titne to include such amount in its rate base 

for rate~~g purposes. 

A rep:esentative of the Commission' s Finance and Accounts' 

Division recommende~ that for financial reporting the amount forwatcx 
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rights carried 1n the plant accounts of Suburban:Ln excess of cost 

be eliminated GO as to comply with the requirements of· the. uniform 

system of accounts. 

lOis record reveals that without seeking or obtaining 

prior Commission authori-zation to depart from. the requirement that 

fixed ca.,ita.1., both tQsible ~d intangible, be included in the 

accounts at cost as set forth in the uni£o~ system of accounts for 

water ~t:Uities) in 1952 applicant incorporated in its balance sheet 

as ~ of its UZili~; plane account a 1952 appre1scd value for· its 

water rigilts in the amount of $444,000. Moreove:-, we take official 

notice of the fact that d1JXi:lg the pendency of this proceeding. and 

'Wit'hou:: obtaining prior Commission autaorization, applicant in ~ :Lts 

1961 verified 'annual repcrt to this Comoission :l.ncludec1in its 

utility plant account the $[10,125,000 estimated cu-"'"rent appraised 

value for water rights which applicant here see!~ au~aozjzation to 

include in its utility plant accouc.ts. Such actiou by Suburban is 

in vi.olation of the requirements imposed upon' Suburban by the 1Jlli­

form system of :lccounts for water utilities prescribed by this 

CorJJmj.ssion. We 0),.-pect Sub~ban to fully comply with such require­

:ents. 

v1e find that neither the $444) 000 'amount nor the $4,125,. ooe 
amoun~ represent cost as defined by the t:rl'l!fo:;:m system. of acco'Unts· 

and further find that it would be contrary to the public inte:est to 

permit applicant "to record such a:nounts in its utility plant 

accotmts .as requested. The order herein will require \lppl:tcant 

fort~~~h to eliminate such amounts from its utility plant accounts 

and to comply fully w:i..th the r~qu1remcnts of the tmiform system of 

ccco~ts with res~ect thereto. 



Case No. 6323: 

On July 28~ 1959, the Commicsion issued its' order institut­

ing investigation under Case No. 6323 into the operations, rcles, 

rcgula~ions, contracts and practices of t;he -Suburban Water' Systems 

for the fcllawlng. purpe:ics:-

1. To determine whether Suburban should be ordered to. record 

t:a.e SOOl of $138·,724.05 as a credit in Account No. 265·,· Contr.i.butious 

in Aid of Const".-uction" as numbered and described .in the uniform. 

system of ~ccounts fo= water utilities" and to reverse· o~ modify 

whatever entries Suburb.a:l. mcy heretofore have made in its bool($. of 

account to whatever extent may be necessary, pursUant to- conventiona.'l 

accounting practices, to effectuate th~ =eeordfng of· said sum in said 

Account No. 265. 

2. To enter any other order 0:;:" o:-ders· tLl.?t may be appropriate 

or necessary in the lawful exercise of t~e Commission's jurlsdicti01l 

P..1:. the opening of 'hearings beginning November 1, 1961, at 

los ,Ange!.es, case No. 6323 was consolidated for hear'...ng with 

."...?plicatiou No. 43241. 

'Il:~ record reveals tb.a.t during. a period prio:to June 18, 

1957, Suburban entered into contracts from time to time W'"'.!.th e. 

:l:o:oibe:: of different pcrSO:lS pursuant to its publir;b.ed tOl.-;..ff Rule 

No. 15> wbereby such persons a.g:'ecd to advance to Suburb3n various 

sums of money for the purpose of defraying the cost of extensions of 

Suburban's water mains into various subdivisions) and whereby 

S~ba:rb:m ~eed to pay to such persons f::om t:1ce to- time. dur:£.ng 

p~oes of 'ti::ne not exceeding 20 years" var!ous $um~ of money 

=c:?resex:.t1ng 22 percent of. 'the a:mual revenue: from customers 
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connected to such extensions (except customers served prior to the 

times advances for such extensions were made). 

By Decision l~o. 55135, dated June 13, 1957, in Application 

l~o. 33298, the Commission authorized Suburban to· issue and sell, 

-;.dt~ eo year fro:n 17b.e date of said decision' (wI:dch period of time 

was axtendec! to and including June 30, 1960, by order of the 

Coxm::d..ssion dated June 2, 1959), 3,000 shares of its Class nA'~ 

5.1; percent cumulative prefel.-red shares of stock of a par value of 

$50 per share fo:: the pw:pose of enabling Suburban to exchange such 

sa.ares for the unpaid balances owed by Subo%'ban to various persons 

\mode:: said contracts on tile basis of $1 of par value- for -each $1 

of the p::esc:lt wottll 0::: said balances. Suburban terminated a nUl.'llber 

of said contracts du:::--'"...:lg 1~57 and 1953 by the above method and when 

entering t'ile transactions on its books, it c:=ed1ted that portion of 

-:he uo.paid balance of tae contracts aggregating $138:t 724.06, fo'Z' whiel 

sto.:!( was not issued, to Accour.t 1'-To.. 265, Contributions in Aid of 

Constr.lctiou. 

!n its letter to the Commission dated December 30~ 1958 

(EXhibit 20), Subu::ban stated in part: 11post1nS these amounts to 

account 265 was in e.-ro: because it was not a dooat1on to 't~e 

comPany but actually a negotiated se~t1ement of an outst3ndfng 

obligation of tlle company and the amounts should have been credited 

to Capital Surplus. H Without approval of this Commission, Suburban 

transferred said amount. of $l38, 724. 06 from Account No. 265, Contri­

butions in Aid of Construction, to Account No. 270, Capital SU%1:>lus .. 

Tncreafter, by le:ter dated J~""Y ll, 1959' (Exhibit 20), the 

Commission advised Subo::'ba: as fellows: 

"At. the Comission t s reg-.ll..!lr 1!leeting today it con­
sidered your letter of December 30, 1958., and 
decided that t!:le tlnpaid balances of subdividers' 
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refund contracts, which had been terminated through 
the issue of preferred stock as indicated in your 
letter~ should be credited to Account 26S, Contributions 
in Aid of Consti.:'uction, instead of to capital surplus. 

"-lUl you therefore, as of December 31~ 1953, reverse 
the entries which appear in your letter of December 30 
and on or before January 31, 19 59 ~ advise us of your 
compliance with this letter. Ir 

The record discloses that Suburban has not made the 

accounting. adjust:ments referred to in the Commission's letter of 

January 13, 19 S9 and that Suburban's capital surplus account as of 

December 31, 1960 included $208,875.l~ representingd:Lscounts on 

excllange of Series A preferred stock for outstanding. refund contracts .. 

Suburban,urged';·tbat the unpaid balances represent forgiveness of 

debt, properly accounted as capital surplus. 00.. the otb.er hand, the 

Commission staff took the position that benefits derived' by Suburban 

from discounting its refund agreements with subdividers should not 

be recorded· a.scapi~_.surplus. .. for ,inclusion 1n::the:rate~,base upon 
. ~ . 

. ..' F/. ~ '1.···'.·. ...... ~ :':"", I~' 

which consumers must pay a return. :. _ "':<:'.' .' 

~ the ~eco~~;~~e f~d"t~t':the 'p,ibliC :r.nterest·:r~¢es 
.• : ,0- ~'~,., " , ..... , ' . ' ... " .~ .... ~ ........ ,. :,., .:,," , "r"'''' ",'" 

that Suburban's. unp31d' bSlanceS .. , pf subcl'iViders ~ .. refUii~., con~a.cts, 
'. ", ' , . 

'" ". f'''"' ... . ., '.' , ,'... .', ,~. 

whici.l have been·' terminated.· tllXoough: the issue of' preferredstoek 

should be credited" to . Account:, 265:,,'. Contr:Lb~t1ons in Aid', of.. Construe­

t1on~ .instead.of .to- .Account 270~.,·Capital .• SurplU8:-.:.·i~ order,~ein;~~, 
;1' ' .... ~'. 

will. re~e S~burban, t~ c,onfo?=m it,S boo~~· of.· account.s.·, to ,such:.: ., 

£1:nd:lng. S,. ; .. ' .. ' . v , ~ :'. _'." ,': " 

:~. • '~.' : ... '.,.'_ ~ • 'L 

5,. We remtnd . Suburban tEat., section 702· of ,the~ PUblic utilities. COde 
pxovides: "Every public utility shall obey and comply with every 
ord~, decision, .. direct1on, or"rule·.m.ade or'·;prescribed.by: the-.­
comm:.tssion in the matters specified in this part:t or any other 
matter· in 8:tJ.y way-relating· to:.,or. affecti.ng··1~s-·business.,as a .pub­
lic uti11ty~ and shall do everything necessary or proper to 

, secure c~liauce therew1~ by all of it~:off1cers:". agents:' and,. 
employees. ' . 

• " ,i', 

,1 , .... ! 

. .. ~'. , ,. ~ , .... : ... 

~. " '. 

,,1, 
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Applic2nt's Position on Rete Increase 

Applicant asserted that its rate of return on its esti­

mated 1951 depreciated rate base at present rates for water service 
--

is 4.23 pe:-cent. S1lCh r-ate of retu:rn, according to applicant," is 

unreasonably l~T and confiscatory. The rates proposed by applicant 

are designed to produce a rate of :return of 7 percent based on 

operations fo::- the tes·t year 1951. However, applicant claimed a 

declining trend in rate of retul.-n will produce an effective ::"ate' 

of =etu:n of only 6.6 percent at its proposed rates ov.er a three­

year :I:-uture period.. Such rate of return, applicant claimed, is 

fair 8!ld reasonable. 

Sumary of Earnings 

In support of its request> applicant presented earning 

results for the years lS59 and 1960 on both :ecor~ed and adjusted 

bases and for t41e estimated year 1961 at both present and requested 

rate levels. The Commission staff also presented earning results 

bssed cc its independent investigation of app11cant'soperations. 

These results ~e compared in the following tabulation: 

Year -
1959 Recorded ••••••••••••••••••• 
1959 Adjusted ••••••••••••••••••• 
1960 Recorded ••• w ••••••••••••••• 

1960 Adjusted at Present Ra~e~ 
1961 Est~~ed at Present Rates 
1961 Estimated at Requested Rates 

- Rate of' Return on 
Dereciated'RateBO.Se 

App icant.· CPUC S,taf£ 
E.."d1.'.1 _. Exh.l0~ 13: 

5.22% 
4.78 
l:..66 
4 .. 60 
4.23 
7.00 

Not shown. 
Not ~h~m· 
!~ot . shown' 

6.02% 
5.81 
9.08· 

T!le respective estimates of o:;>era.tins. revenues, .. expenses) 

Det :revec.ue, rate base-and rate of return_ for 1961 at present rates". 

~s well as the 3mo~ts adopted herein to test t~e validity of 
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a'?p1iea>.t • s reqnested :lxJ.crease in ra.tes are CODIp8l:ed in the tabula­

tion which follows: 

$tooIARY OF EARNINGS 
ESTIMATED TEST YEAR 1961 ;tT PRES~T RATES 

. . 
: : : CPUC StlLtt ; ::Ad.opted a.t.. : 

: ltppl1ca:lt : :Adjustments: Exhibits. : Presont. :. 
:-----__ ~ ___ - _________ :~~~hi_b~i_~~ __ 1~:_E~~~.~1_b_1t __ 1O __ :~_Exh~.~1_3~_' __ :_~_O~-_a_nd~~_1~'-M: ___ Ra~te~s ___ : 

Oyenti.."'lg Revenues $ 2~,534 $ 2,4?..2,OOO $ :$ 2,.G2Z,OOO- $ 2,500,000 

~t.1::o.~ ~~ 
So~co of' SUpp~ m,120 234,920 
~pillg ............ 306,300 303,800 
Wo:to::- :ros:t::nont ... ll,030 9,;30 
~U10Xl e:od 
Dist:'1bution ...... 171,280 155,930 

Ot:.=to~er Account .... 165,350 164,950 
Ss.l~s ............... 4,300 2,C6c 
Admi::l.istrat1ve and 

Co:!.e:-a.l ............. 343,500 291,000 
}~::eella.neous .... - _(~~OOO~ (~zOOO~ Subt<>t4l -...... ~;,z2,.940 1,;.2 ,000 (3,000)# 1,123,000 

D~p:-ee.& .Amort1za tion 
Taxes other th.eJ:l. mco:le 
Taxes o~ Income 

Total Exp.& Taxes 

Net Revo:luO 530,747 589,000 lS-,ooo 604,000 
Rate Ba.sO,Avg.Deprec. 12,536,703 ll~OO,OOO (998,000) lO~O2,OOO 

Rl!\te or Return 4.23% 5.1'7% 5.81% 

(Red :F!:gure) 

w A~ 6Z~te o! roturn assumed for assoc~ted companies. In 
~b1t JJ 'the stt.l.tt wo developed ac'tjust:nents at- an a.8s'Jmed 
~ ~tc o~ return tor associated compan1e~ re~t1ng 1n net 
revenucs o~ $604,COO~ a ~at~ ~o or $lO~422,OOO ~d a rate 
of.' rct1Jl'll of ,.80% for Sub\lrban. 

a BO~ed f'rom $1,l2&~190. 

I} :No'l;. cUst:-1buted to a.ccounts. 

:Rete Ease 

1,168,100 

618,500 

10,4lO,OOO' 

;' .. 94%-

T.ae components of the aVc:t'2gc depreciated rata b<l.se for 

t~$t year 1961 as developed by :ae applicant and by the staff, es 
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. 
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't'cll as the atlOunts adopteti here1n~ .are' compared in the tabulation 

fOllowin$: 

. .. .. . 

AVERAGe DEPRECrATED RATE BA§E 
TEST YEAR 1961 ESTD1ATh"D 

.. .. 
:- Applicant 
: 'Exhib1t '1 

Avg.'Otility PlAnt SJld Construet1on 
'Work in :i?r'ogJ:"e:!~ .............. e . ., • ................ 

Deduction for Deprec1a.tion 1l.nd. Am.or-
$l6-,.400:,203 

2~22i1~2 
14,004,.310 

tizat10n ......... _ ............... "'.- ..•..•.••.••• 
Average Net. Utility Pla:l.t ... ......... 

Mod.i..~c.a.tions : 
!D.vestiments •••• :... ....... ., ..... ~ • .,. • • .. • • • ... 506 ,311 
Advance~ tor Co1Wtru~1on __ ••• ~_....... (l,687 ,675) 
'l'::-act. Extens10ns ... 'ithout Retc:ld:,COntrl'l.cts _ 
Cont:-1butiOns in Aid, ot: Co:o.struct1on •• , 
Acco'lmt1llg ModL.~Ctl.t1onc ••••••• ....... . 

(46S~2S6) 

Adjustment for Purchaoes !rom Associated 
Compames(Exb1b1t 13) .................. . 

Ad.j~tment for !¢ltuc.l Water Com~ 
S'toe.ks (E.xb1b1 t. 13) ............. • _ ........ . 

YAterials and Suppl1es ••••••••••• ~ •• 
Work:1.ng cash Allowance ........... " .......... .. 

: CPUC sta!t . Exh1b1t::f .. . 10 and' 13' .. 

$16',234,000 

2 13981000 . 
13,e:36",OOO 

.. .. .. .. .. Adopted .. 

$l6·,234,000 

21.2~ezOOO 
JS,8)6-,.OOO 

49'i,000 
(1,.808:,000) 

(4~,.OOO) 
(474,000) 
(305,000) 

(SO~OOO) 

(l9Q,OOO), 
, 70,.000 

. .. 
: 
~ .. 

.... 

!otal Nod.1f1cat1ons ........ ~ ..... . 

Ave:-a.ge Depreciated Rate Base ..... .. , ..... 
(~,431..,OOO) . 

lO~02,OOO 

80,000· 
(~ .426"OOOr-: 

10 AO,.OOO 

(Red Figure) 

* At a 6%~a.te of roturn for associated companies. 

Aver~~e Utility Plant 

The staff's estimate of average utility plent and, eonstruc~ 

tion work. in progress is $166,20S lower tl1aIl applicant' s estima.te. 

Tb:ts difference :esults from the staff's use of a lower cus.tomer 

estimate than that used by applicant and from the staff's use of 

weisbted net additions cornpered with applicant's use of a simple 

~erage. We find ti:lat weighted average utility plant and construc­

tion wor!-: in progress of $16,234,000, as estimated' by the staff, is 

r~onable for the test yea:x:'~ 

-20-



A. 43241 ~ C.6 * 

Deduction for Depreciation and Amortization 

There is no appreciable difference in the estimated amount 

of tile deduction for depreciation and amortization. We find the 

staff's estimate of $2~398,000 is reasonable for this item. 

Investments 

The staffrs estimate of investments represents the esti­

mated weighted average amounts in Account l12~ Other Investments. 

Applicant ~ on the o'tner hand ~ used an estimated simple average- amount. 

We adopt the staff's estimate for this item as reasonable. 

Advances for Construction 

With respect to advances for construction, applicant car­

ries such advances j.n Account 242, Other Deferred Credits, 'Ulltil the 

main extension is approximately 50 percent completed, at which time 

it tr:msfers such amounts to Account 241, Advances for Construction. 

Applicant urged that advances should not be deducted from rate base 

trIltil there is ~lant to offset it. The staff, on the: other hand, 

included not only amounts in ACCOtmt 241 but also that portion of 

Account 242 pertaining to advances for construction. We find the 

staff's ap!>roaeh in deducting the weishted average of the entire 

a:l]O'Cllt: of advances for constructioo. from rate- base. is consistent with 

past ~ss1on rate-oaking practice-s6 and is more reasonable than . 

the applicant I s approach. Accordingly ~ we adopt the staff's estimate 

of $1 ~ 808 ~ 000 as reasonable for this- item. 

Tract Extensions Without R~fund Contracts 

The staff urged a deduction of $48~,OOO from rate base 

representing. the estimated weighted average 'UOextinguished amC)'lmt for 

tract extensions made by applicant witbout collecting an advance 

6 See Decision Ho. 61284, ditea December 23, 1960, iIi Application 
~~o. 41387. 
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tmder refund contract as required by the terms of applicant' $ tna1n 

extension rule. rne staff noted that many issues of applicant I s 

Series A preferred stock sold for cash bad been related to cOncurrent . . . 

transactions involving the construction of water distr:tbut1on 

facilities to serve properties being developed: by the person or 

entities purchasing stock for cash. From 1t~ analysis of certain 

subdivision traets in Los Angeles County:t the staff indicated. in ' 

Exh:Lbit 10 that there were 42 subdivision tracts for which no' refund 

contract was issued,~ even though applicant bad expended $5·70:t 016.88 

to install ma:tns ~ services, hydrants and other facilities'. 'rhe' 

staff indicated further that out ofl67 tracts wherefn an advance 

had been received by applicant ~ applicant installed facilities :In an 

amount of $151,549 in excess of the monies initially recei~ed and 

that a substantial portion of the amounts originally advanced by 

subdividers was subsequently converted to either Series. A or Series 8 

preferred stock. 

Applicant maintained that the staff's recommended deduc­

tion of $483,000 from. rate base is Ulegal and transce-ads the . bounds 

of fair play. W.ail.e a.pplicant acknowledged that it had extended its 

facilities into subdivision tracts witbout collecttng an advance 

1J%lder refund contracts, applicant urged that it viewed its main 
\ 

extension rule as permitting. such a practice. We find~ however» that 
7 

applicant's ta.-1ffs do not so permit. 

7 AppIicant i s RUle l~o. IS, Section C, states iii Pa...-rt: he. txtensiotls 
to Serve Subdivisions, Tracts, Housing Projects., Indusr.:ial Devel­
opmen'cs or Organized Service Districts 1. An applicant for a 
main extension to serve a new subdivision, tract, housing project, 
industrial development or organized service district shall be re­
quired to advance to t~e utility before construction is commenced 
the estimated reasonable cost of installation of the mains, from 
tile nearest existing main at least equal in size to the main re­
~ed to serve such development, includin~necessary seL~ce 
stubs or se~~ce pipelines, fittings, gates and aousfngs taerefor, 
and including fire hydrants when. requested by the applicant or 
required by public authority, '::exclusive of meters. II (Emphasis 
added.) . . 
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Applicant also urged) based on Exhibit [~.s, that even if it 

aad secured advances under refund contracts in the 42 tracts men-

tioned by the staff and had used the proportionate cost· method of 

=efunding subdivider advances as pe:mitted by itstari.ffs, some 

95 percent of the total of such advances would have been. repaid and 

as a consequence there has been no appreciable diffe~ence in effect 

on rate base from applicant r s having invested its own funds in sub­

division plant. It is of record, however, that applicant has never 

utilized the proportionate' cost'method of refunding tn those cases 
" 

where it has secured advances· under refund contracts. Applicant has 

consistently used the alternate percentage of revenue refund method', 
. . . 

whicil is the refund method used by the staff tn develop inS the 

$483,000 adjustment amount. 

Applicant furtber urged that it was led to the conclusion 

that coust:uction of in-tract plant with its own funds, without col-' 

lecting advances and executing refund contracts, was proper based on 

various Commission decisions authoriztDg applicant· or Southwest 

'Water Company to issue securities. S. Bowever, these decisions do not 

authorize applicant to depart, in any respect, from. its tariffs. As; 

a matter of fact, decisions affecting the issuance of securities . . 
conta:in the general provision: "The authorization herein granted 

is for the issue of securities and 1s not to be construed as indica-. 

tive of amounts to be included in a future rate base for the deter­

mination of just and reasonable rates. H 

vie are persuaded that applicant' s failure in the past to 

conform to its f:Ued main extension rule affords nc>- justification 

g Decision No. 51782, dited Decem'ber30, 1958, iii &,5plication 
No. 40628; Decision No. 58716 dated July 7, 19 59 ~ in First Sup­
plemental Application no. 40628 and A12plication ~o. ~0954; and 
Decision No. 58a35, dated July 28~1959, in Appll.cat1on No. l;.1144. 
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for now inflating its rate base. We find that the stufts. adjustment 

for this item. is reasonable and necessary for rate-mak:tng purpose 

1:0 protect the public interest. 

Contributions in Aid of Construction 

, 

There is no significant difference in the estfmates for 

tb.is item. We adopt the stafffs amount of $474~OOO~ representing 

the estimated weighted 8\7e:rage for the test year ~ as reasonable. 

Accounting Modifications . 

"!he $305,» 000 deduction urged by the staff as accounting 

adjustments for rate base purposes is the rounded amount for a 

:reduction in plant of $5,629 for a Valencia Water Company 1:i1le 

charged to applicant in error in 1957» a reduction in depreciation 

reserve of $810 related to a Valencia Water Company line and temple 

Ave:r:r.u.e Mutual Water Company facUities» a reduet:Lon of $102,816 :tn 

investment relating to the acquisition of 5,414 shares of MUrphy 

~eh Mutual Water Company stock from. Sun Gold for S cents on the 

dollar) and an increase 1n contributions in aid of construCtion of 

$197» 090 relating to disccnmts 00. exchange of Series. A preferred 

stock for outstandtng refund contracts less applicable amortization. 

These items are expla.i.ned~ in Exhibit 10, Chapter 4. We find that the 

staff's adjustments for these items are reasonable. 

Adjustments for Purchases from Associated CoplPanies 

The staff urged a deduction of $308,000 from rate base for 

rate-mald.:ng purposes relating. to purchases by Suburban or its 

predecessor companies during the period 1945- through 1961 from. five 

associated companies (Garnier Construction Company, Garnier Pipeline 

Construction Company) 'Whittier Utility Supply Company, Garnier Util­

ity Service Company and Val1nda. Engineering Company). Such adjust­

ment was based 0'0. the pr1ne1ple, among others that services and 
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facUities purchased by the utility from its associates should not~ 

for rate-making purposes~ include a return greater than' that which 

would exist bad the util'ity performed the serv:tces or instal.led the 

faclli.ties itself. DetailS: of tMs adjustment are set forth in 

Exhibit 13. 

Essentially this adjustment ,is the same as that made in 

~e last rate proceedings of tb.:ts applicant ~ Applications No. 34829 

for San .Jose Bills District and No. 39299 for Whittier District. By 

Ded.sions Nos. 59631 and S9 646 ~ respectively ~ in those proceedings~ , 

$541,300 vas excluded from Suburban' s rate base appl!cable to said, 

districts relating to purchases from, assoc1ated companies. Appli­

cant's petition for l-1rit of Revicw~ S. F. No. 20484~ was denied by 

the Supreme Court of the State of california. In the instant' pro­

ceedi.ns tbe staff used as a starting point the adjustment, previously 

adopted ~ the Commission for the above-mentioned two districts to 

which was added adjustments developed in a simUar manner for years 

and districts not before tIle Commission at the time of the previouS 

proceedings. 

A b&metltal principle involving public utilities and 

their regulation by governmental authority is that the burden rests 

heavily upon a utility to prove that it 1s entitled to' rate relief 

and not upon the COtmDission~ the COlXIIXlission staff, or any interested 

party~ or protestant to prove the contrary. In this, proceeding. the 

burden is upon applicant to establish all necessary facts which 

would justify the requested increase in rates. A public utUity 1s 

created for public purposes and performs a function of the State. It 

acquires the status. of a quasi trustee (Smyth v. ~~ l69 U.S. 466~ 

544; Western Canal Co. v. R. R. Comm., 216 Cal. 639', 647). 

Tae evidence in this proceeding is not convinc:tng that this 

Commission should depart in any respect from its heretofore 
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established conclusions as to the principles or the methods to be 

applied to the problems presented by Suburban IS purchases from. 

assoeiated~ companies. 

It 1s our opinion and we so find that all of the adjust­

ments made by the staff relating to purchases from. associated com­

panies~ including adjust:mentsto rate base~ maintenance expense.~ 

depreciation expense, <m~ taxes. are reasonable. Such adjustments 

assure that applicant's ratepayers will not be unduly bur~ed with 

profits of -an associated company that directly or 1nd:tr~ctly;, through 

one or more intermediaries) control) or are controlled by) or are 

under common control with, SUburban. Water Systems. they produce a 

fair and reasonable result) which is :in the publie :Interest. The 

staff adjustments are hereby adopted for rate-maktng purposes after 
. . 

giving consideration to the rate of return to· be accorded applicant 

1::.ereiu. 

Adjustment for Mutual Water Company Stocks 

A deduction of $190,000 from applicant's claimed rate base 

for 1961 was made by the staff related to applicant's booked invest­

ment in mutual water company stocks,. The staff claimed that Suburban 

had secured a substantial amount of such mutual stocks by exchange 

for sbar~$ of Suburban's stock regardless of the dollar value assigned 

to the stocks sn~ that the staff lacked any substantial proof that 

tbe bootced amounts for such stocks represented the actual equivalent 

cash cost to Suburban. The staff maintained that its adjustment, was 

co~ative in toot it had excluded only one 'l.wf of the amount 

claimed by applicant. 

~e applicant .presented considerable testimony and'several 

exlU.bits relating to its aCquiSition of mutual water company stocl($ , 

ancL urged that such. stoclcs were bought and sold £0.:' cash at par, the 
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evidence reveals payments in some- 108 transactions. were by the same 

cheek endorsed bacIe to-the order of the original maker and carry-

ing a second endorsement of applicant~ an officer of applicant~ ar 

an associated company of applicant. Further, theev1dence reveals, 

that Cal-Fin Company and other entities closely associated wii:h 

appliclDlt sold shares of mutual stock to applicant" at prices substan­

t:i.ally greater than the cost to' the entity' mak:lng the transfer and 

in some instances officers and employees of Suburban acquired shares 
. . 

of such mutual stock at a price substantially below, that- paid by 

SUburban. 

We find that the staff's adjustxnent is reasonable and 

necessary for rate-~~ purposes fn light of the entire record. 

Materials and §Upplies 

The staff I s estimate of $63,000 is equivalent to' approxi­

mately four months-' net issues for Acco\mt 131-1, Inventory, and 

1960 recorded levels for plant and meter repair parts. Applicant 

claimed that its estimate of $-79,768 was the same as the end of 

year 1960 recorded amount for materials and supplies, and that it 

must carry a larger. inventory because applicant is increasingly 

performing its' own work. We adopt $-70,000 as a reasonableallowance 

for this item for rate~g purposes • 
. ' 

Working Cash 

An allowance for working cash is included in rate base .1n 

order th.atstockholders may be compensated for monies which taey 

have supplied over and above the investment in tangible and in~ 

tangible property in order to enable the utilit:r to operate 

efficiently and economically. The staff's estimate of $-79,000 is- a 

judgment amount which gives effect to one montu's purchased,power 

and water and two months' other expenses-, excluding taxes 
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.:::ld deprcc-i-3.tiou:t ~d to the offsetting effect of average federal 

incO!l1e 1:.3:t accrua.'lG a-vailable because of lag in the paj'ment of 

federal income taxes. Applicant's estimate of $102:t245 is equiva­

lent to one-twelfth of epp11cant's estimated·annual operating 

expense without cO:1sideration of the offsetting effect of a.verage 

£ederalincome tax accruals. We find a.'"l allowance of $80:) oeo· 
rcasonab1.e for t1rl.s item.. 

To ~-1ze: The Commissio~ hereby finds a depreciated 

r~te b~e of $lO:t41'O;,OOO to be fair and reasonable for te~t y~ -" 

lS6l. 

Qpe:rating Revenues 

Applicant: s ¢peratl:o.z revenues are obtt:ined primarily from. 

tac sale of ~"ater to' domestic, co:mnercial, industrial, .and public 

~tbority customers on a meter rate basis. Other sources of reve­

nue include public and private fire protection se..~ec, construction 

water sales and miseeJ.l3ncous revenues. 

A?p11c~t's revenue estfmate for 1961, at present rates~ 

amo~ts to $2,424>534 and exceeds the staff's estimate. by $2>534. 

Both estimates reflect normalized averaze water usage, per customer 

bas~d on the 5-year period 1956-1960> inclusive. Applice:nt 'Used the 
. 

sve=ase cO'D.S1Jmption per customer in the r>..ivera and in tb.e Glcndo:'-'. 

t~£ a::eas as rep:esentat1vc. for the purpose of computing. average 

:lo:malized revenue f.aeto;,s wlrl.ch it 'l.~sed in developing its 1961' 

norttalbcd revenue estimate.. The staff> on the other hand> used 

the five-yen: 1956-1960 ~erage cons~tion per customer for each 

of t7:le sevc:l tariff areas separetely in developing. its estimz.te. 

A cocpariso~ of the average consumption per customer fo= th~ 
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five-year period 1956-1960, with the tbree-year period 1958-1960, 

based on ta.e staff r s a:calys:Ls :o11ows: 

Tariff krea 

Covina :<OO11s 
~bJ..ands ' 
Glendora 
West Covina 
South Puente 
Whittier 
R.:i.vera 

Average Consumption Per Customer 
Per Month in Hundreds ··of Cubic Feet 

S:Year Average S;Year Average 
1956-1960 1958-1950 

36 .. 85 
33.55 
21.66 
22 .. 75 
22 .. 39 
2l.55 
18.63 

38.l2 
33.66 
22.92' 
23,.69 
23.20 
22.68 
19.43 

the above comparison indicates an increasing ttend in 

l:\1erage consumption per customer wbich~ in our opinion~ has not been 

reflected adequately tn tae normalized revenue estimates for 1961 

ei.ther by the applicant or by the staff. the staff :in Exhibit 23 

showed that applicant's recorded revenues for tae 12 months ended 

Oetober Sl~ 1961 amot:nted to $2~527 ,lS7. !he aPplicant; On t!:l.e 

otb.e:' ba:::ld, :In Exhibit 49 developed an amount of $2,548,000 as the 

apparent lS61 r~venues based on projections· of nctual Operating 

revenues for tile first 10 months of 1961. 

~ this record we adopt as reasonable for the purpose of 

testing applieant:s need for an increase in rates operatin8rev~-

nue.s of $2>500,000 fot' test year 1961 at present rates .. 

Source of Supply Expense 

\: 

The principal difference ootween applicant:' s and the 

staff's estimate for source of supply expense is in Account' 70l:., 

Purchased Water. The sta£f urged that applica:ot J s own-source water 

was cheaper than its purchased water :om so-called mutual water 

compa:des and for tbat re<!Son tIle staff made zreater use of 

applicant' s available own-source water during the test year. 

A"!,)pliC<m.t • s ".dtness admitted that he had never made a study of the 



re.lat~vc: cost of purchased wat:er as against own-source water. He 

maintained:o however, that: based on the staff t s· est:i.mated quantities 

of purclutsed and own-source water). the staff t s figure W.:lS $21,.400 

low because the staff aid not include mutual water company assess­

~ts in eevclop~ the ~it cost of water and because the staff 

~e an erro~ in its comp~t~t10n of the cost of water purchased 

from Sen Jose Ranch. 

On this record we find reasonable an amount of $250;) 000 

=0: such e..~se for test ye:xr 1961 on a basis consistent with the 

revenues heretofore adopted. 

:!?umping 'Expense 

'Ihere is no mate~ial difference between applicant r s and 

the st~ft s· e-st:it:late of pumping expose. We f1nd :easonable an 

::mount: of $309,800, which is the staff's estimate aug:nented 'by 

$6,000 to reflect en increase i:l Pl.1IIlping expense resultin3, from the 

biSher weter usage adopted herein consistent with the adopted 

e:nouut: for opere-ting reve:ues. 

'Vl.ater Treattnent '£?£pense 

The staff"s estimate of water tX'eatment expense is $1,500 

1~~ tban applicant's estimate. Applicant took no exception to· 

tae staff's estimate for this item. We find an amount of $9,000 to 

be reasonable. 

T=ansmission and Distribution Expense 

rae staff's·estimate of transmission end distribution . 
expense is $155,930, or $15>350 less than applicant's estimate. 

p .• :?plican-e took exception t~ the staff's ~st1mate for ACCO\l:lt7S3> 

'!r~t:d.ssio:l and Distribution lines Expenses)' Account 75a:. 
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M.a:f.utenance Supervision and Engineering, and Account 760, Mainte­

nance of Reservoirs. For ta.ese three accounts in total,. the 

staff's estimate is $28,750, applicant's estimate 1s $41,110. 

On this record we adopt as reasotlable an amount of 

$156,000 for transmdssion and distribution expense. 

Customer Account Expense 

Applicant and the staff were in substantial azreement as 

to estimated 1961 customer account expense.. We find $165,,000 to" be 

reasonable for the purposes of this decision. 

5.1les Expense 

T'.o.e' staff's est1.mate for sales expense is $2,060 while 

applicant's estimate is $4,300. Such expense amounted to $471 in 

1955,. $326 in 1956, $79 in 1957, $102 tn 1958, $1,974 in 1959, and 

$4,083 in 1960. For rate-making purposes we adopt an allowance of 

$2,100 as reasonable for sales expense for test year 1961. 

Administrative and General Expense 

Applicant's estimate for administrative and general 

expense is $343,560, or $52,560 1n excess of the staff's estimate. 

'!he major difference lies in three accounts: Account 791, Adminis­

trative and General Salaries; Account 793, Property Insurance; and 

I.ecomlt 797, Regulatory Commission Expense. 

v7itb. respect to Account 791, Administrative and General 

Salaries, applicant's estimate is $154,350 while the staff's 

estimate is $125,000, a difference of $29,350. This difference 

~eflects· an adjustment by the staff, for rate-~:tn~purposes, of 

~:~e salary allowance for Cami] le A. Garnier and C. R. Deitz. l't1.e 

staff included for rate-~~ purposes an a11owanc~ of $14,400 for 
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Camille A. Garnier and $13,000 for c. 1-1 •. Deitz on a jud~nt basis 

giving consideration to: (a) top management est1mntednol.'"IDal 

par~1cipat1on in tl'le business" (b) salaries paid by other water 

utUities in tb.e state, and (c) salary levels of Suburbm during 

the period 1957 to 1961 increased from 10 to, 20 percent for jobs 

excluding officers, compared to an increase of 105 percent fortbe 

president and SS percent for the secretary-treasurer. In this con­

nection Exhibit 43 reveals that Camille A. Garnier and C. lio. Deitz 

drew the following salaries from Suburban for the years 1954 to-

1960, inclusive: 

Year Csmil1e A. Garnier c. H. Deitz -
1954 $16~750 $12,000 
1955 16,800 12,000 
1956 12,000 10,800 ' 
1957 12,400 11,200 
1955 13,800 12',600 
1959 19 347 18,138 , 
1960 26,700 22,.327' 

Cam:[11e Garnier testified that he devoted between 100 and 

105 hours a month in the effort for Suburban Water Systems, as pres­

ident and cbief executive officer, that he was president of seven 

other companies beside Suburban and explained his interests' in a 

number of other enterp:rises. C. H. Deitz testified that, based on a· 

three months' time record, he devoted about 30 hours a month to 

Suburban and that be devoted time to a number of ot~er enterprises 

including Southwest Water Company ~ various so-called mutual water 

companies, Covina. Irrigating Company~ Western Pac:[f!c Sanitation 

Company, three house building companies J and Valinda: Enginee.ring 

Company. 

On this record we find reasonable' for rate-nuUcing purposes 

an allowance of $32,000 for the combined executive salaries of 

c. A. Garnier and C. H. Deitz .. 
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With respect to Account 793.~ Property Insurance, the staff's 

estimate for 1961 is $4,000, while that of the applicant is $9,300. 

These estimated amounts compare with $4,905 for 1958, $~,621 for 

1959 and $9~323 for 1960. The staff allowed for rate-making pur­

poses what it considered to be a reasonable amount on a judgment 

basi-s ~ giving. consideration to amounts charged by other water 

uti.l1t1es~ the type of insurance coverage and the insurance on 

property of others. Valinda Insurance Company, owned 40 percent by 

Camille A. Garnier and 60 percent by otner interests, carries, 

the insura:o.ce policies on Suburban's risks. 

The record reveals that applicant recently had increased 

its insurance coverage on tile basis of a complete analysis and 

review of its requirements. We adopt applicant's amount as reason­

able for this it~ 

For Account 797~ Regulatory Commission Expense, applicant's 

estimate for 1961 of $25,000 compares with the staff's estimate of 

$11,000. Applicant's figure' is composed of some $12,000 of prior 

rate ease expense for W"llittier District, $10~000 representing one 

tb.:lrd of the estimated expense for the instant proceeding,. and 

$3,.000 of miscellaneous expenses. The staff's allowance is com­

posed of $8,000 representing one third of its estimated expense for 

the instant proceed:lng and $3~ 000 of miscellaneous expenses. On 

this record we adopt $13,000 as reasonable for this item~ 

Accordingly ~ we find reasonable for rate-making purposes 

an amount of $314,600 for administrative and general expenses under 

present rates. 

Miscellaneous Expense 

The difference of $12,.000 between applicant' s estimate and 

the staff's estimate lies in the amount of administrative expenses 
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estimated to ~ transferred to- construction costs. tore :find ta.e 

staff's estimate for miscellaneous expensc reasonable for rate-nuU~ . 

p~oses. We further find the staff's adjustment of $3,000 to­

maintcnrmee expense for purchases from associated eompsn!es' is 

~~..ac..n.ble-. 

Deoreciation end Amort1~ation ~~ense 

The staff's estimate for depreciation and amortization 

~-pense is $31,106 lower than applicant's estimate. Some. $23.,000 

of tai~ differe~cc resulted from the staff's rate-~~g'adjustments 

for ttansact:'01lswith associated co:npanies and the. remaining dif­

ference of $8,106 resulted f::om the staff's use of a remaini:n.g liie 

of 29 years £0= services compared with 25.5 years used by applicant. 

It 3?pears that the difference in remaining life comput6.tion resulted 

from tIle staff f s use of .an Iowa R-l.S curve cpplied to- statistical 

<l3.U:. compared with applicant's use of an Iowa R-2 cu...-..re. On: this 

record we find that a remaining life of 29 years for services as 

computed by the staff is reasonable. the adjustments for tr~s.ae­

~ions with associated companie$ are discussed above under th~ subject 

0: rate base. 

On this record we find $321)000 reasonable for depreciation 

snd amo:tization expense for the test year 1961. 

T~s Other 'r'han On Income 

~eept for st~fls- adjustment of $13,000 for tranS3ctions 

mta. associated eompan:[es) there is no sig:rlfieant d1ffe:ence in the 

estimates for tile item of taxes other than on :income. We find the 

s:aff's es~imate o~ $217)000 reasonable for rate-makins purposes. 

Ta.~cs On Income 

Tae significant difference ~-wcen the esttmates of income 

ta."'tes presented by tt.pplicsnt and the staff results from 8. difference 

in the =espeetive estimates for expenses as heretofore indicated. 
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Applicant indicated that it bad not in the past nor does it intend 

in the future to claim liberalized depreciation. After gi.vi:ng 

effect to the revenues and expenses adopted herein, we compute and 

adopt an income tax amount of $175,400 for PUX'p08eS of this decision 

~ox test year 1961 at applicant's present :ate levels. suc~ computa­

tion reflects a 5.5 percent state income tax rate and a 52 percent 

federa1 income tax rate .. 

To Snmmaruc: tbe Commission hereby finds total operating 

~scs and taxes of $1,CS1,500 at: present rates to be reasonabl.e 

for rate-~~ purposes in tbe test year 1961. 

Rate of ~eturn 

Suburban seel~ a 7 percent rate of retu.-n on its claimed 

1961 depreciated rate base of $12,536,703. A witness for Suburban 

asserted ~ however, tb.a.t there was· an indicated decline in rate of 

return so that the average ra~e of return over the next three years 

would not exceed 6.6 percent ass'Ullling the :requested· rates were in 

effect during such pel.;'od. 

Subu:rban computed its capital structure at December 31, 

1960 (Exhibit 4) aIld estimated such structure .at December 31, 1961 

G~xb.ibit 5) as follows: 

Amount Outstanding 

Itam -
. . Company Est:Giiatea-

December 31, 1960 December 31~ 1961 
p~~ Percent AmOUnt ercent 

Bonds $ 6,682,,000 55.9% $ 7,077,000 53.8% 
Notes S~ 93l .5 51,145 .l:; 
Preferred Stock ':' 6~'':'7c:-, SO.llo 4,058-,379 SO.9· .;I , J(), .;I' ;I 

Coc:non Equity lz571 z2G2 1:3.2 1:1956:953 14.9 
Total 11,955,59Z . It)o.o 13,143,477 100.0. 

'!he amount of cormnon equity computed by Suburban included 

~'i:.e follO't>ring, items: 

Common Stoc!<, 
Earned S\1X'plus 
Capital Su.-plus 
Less 'VJater R:.i.ghts 

December 31 z 1960 

$ 433,550 
582,93Z 
999-,505 

and Otaer Intangibles 
Total Common EC!Uity 

!444 ... 711) 
I,571,z~2 
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Based upon Exhibits 4 and 5, Suburban computed the average 

cost of bonds, notes: and preferred stoele at fs..79 percent as of 

December 31, 1960 and 4.85 percent as of December 31, 1961. Under 

tnese asSlmlptions, Suburban r s requested rate of return of 7 percent 

on its depreciated rate base would produce an earning on Suburban's 

claimed common eqUity of about 19.9 percent as of December 31, 1960 

and about 17.5 percent as of December 31~ 1961. 

Applicant's witness urged that it was necessary for 

Suburban to earn between 14 and 13 percent on the claimed common 

equity:. but he produced no proof to support such. conclusion other 

than to state, flThis matter has been discussed w:Lth persons from 

the' brokerage houses in los Angeles and a return of 14 percent on 

common equity is considered to be necessary in order to' sell common 

stock-If (l'r.296.) 

The Commission staff, in Exhibit 12, showed that applicant 

has financed its properties with first mortgage bonds, main exten­

sion contracts (wi.th subsequent conv~sion to Series :8:, 3% and 

Series A Q;% p=eferred stock in many instcmces), sale of Se:-ies A 

p=eferred for cash:. exchange of Series Apre~erred for shares of 

mutual wate= companies ~ short-term borrowings preliminary to pe...-ms.­

nent financing~ and with retained earnings. Based upon its, analYSis, 

t~e staff developed applicant's capitalization at December 31, 1960:. 

as follows: 

Item Amount 

Lonz-t~ debt $ 6,745:.931 
Preferred stock 3~ 638 ,379' 
Common stock equity 1,272z54~ 

Total cap!talization rl~GS6,85j 

Percent 

5870, 
31 
11 

1'0'0' 

The staff t s 31JJ01.mt for common stock equity includes 

$4S3:.550 for common stock:. $492,389 for earned surplus and $346,604 

for capital surplus, after adjustment for certain items detailed in 
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Exhibit 10.. rae staff,. in Exhibit 12;, computed 4.80 percen~ as the 

effective composite cost of long-term debt and preferred stock for 

Suburban as of December 31;, 1960. 

The staff further indicated in Exhibit 12 that 12 water 

utU1t:i.es with revenues in the range of from $2,000,000 to· 

$20,000,000 for the year 1960 realized returns on total. capital1za~ 

tioD. ranging from 4.7 to 6.8 percent and returns on common equity 

ranging from 5.5 to 12.7 percent. There is an indication of a 

declining trend in rate of return. Under all of the circumstances. 

set forth in the record, we find that a rate of return of 6.2 per­

cent based on the test period 1961 is sufficient to allow applicant 

a rate of return for the future of at least 6.0 percent. which rate 

of retu:rn we hereby find to be fair and reasonable. 

The aforesaid rate of return will be sufficient to service 

all of applicant 1 s outstanding senior securities and, in view of the 

relatively small proportion of equity in total capitalization, can 

reasonably be expected to provide an adequate return on equity. 

Return on equity in this case, as in other cases, of course is not 

th~ only factor in determining a fair rate of return. Theother 

factors important in such a determination have elsewhere been 

stated numerous times.. Suffice it to say that they have bean con­

sidered in the determination herein. 

Authorized Revenue Increase 

AppJ.yine. a rate of return of 6.2 percent to the test year 

rate base of $lO~4l0,OOO found to be reasonable, indicates a need 

for approximately $645,400 in net revenues, or $2&,900 more than the 

net revenues produced at present rate levels. We find an increase. 

in gross revenues of $60 ~500 is required to produce such results • 
.. '"'. 

Spread of Rates 

~~e applicant seel~ authority to establish two rate 

zones to replace the present seven rate schedules applicable on its. 

system and to change the blocl~g of it~ quantity charges we do not 
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find on this record that such changes are in the public interest. 

The rates authorized herein retain the present seven rate schedules 

and blocld.ng and provide for more uniform increases in the several 

areas for quantitias of water used than proposed by applicant. 

They are designed to increase gross revenues $60 ~500 based on test 

year 1961 conditions. 

Applicant will be required to f:Ue copias of contracts or 

agreements pertaining to public utility servi~es rendered to- South­

west Water Company~ La Puente Co-op, Valencia Water Company and 

South Covina Water Service) which are furn1shed at rates or under 

conditions other than those contained in Suburban's fUed tariffs» 

in conformity with the provisions of Section X.A. of General Order 

No. 96-A. 

A comparison of present» requested and author !zed charges 

for waeer service 7 based on a monthly usa,ze- of 27000 cubic feet > 

follows: 

LaPuente - South Covina ........ . 
'V1est Covina ............... ,. • ft' ••.•• 
Glendora •••••••••••••••••••••• 
R1.vera ................. ............ . 
Whittier ~ except 600 ft. 

P:z:'esS'UX'e Zone ................. ' ... .. 
Covina lC:z:lolls· ••• _ .............. . 
Righl.8Xlds .................... ' ...... . 
'VJhittier, 600 ft. Pressure Zone 

Charge per Month for 
2,000 Cu.Ft. of Water . 

, Re- AUtEor-
Present" quested' ized 

$~.30 
4.00 
4.30 
4.30 

4.32 
5 .. 00 
5 .. 00 
[,..82 

$5, .. 51 
5.51 
5,.51 
5.51 

5.51 
6.51 
6,.51 
6.51 

$3.45 
4.10 
4.40 
4.45 

4.92 
5.10 
5.00 
4.92 

In the considered judgment of the Comn:f ssion, the in­

creases in rates to be· authorized by the order herein will provide 

such additional gross revenues as should enable applicant 1:0 meet 

its reasonable expenses of operation and afford it the opportunity 

to earn a fair and just return on its depreciated rate base here­

inbefore found reasonable. 
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After considering all factors. pertinent to this proceed­

ing, it is. our f:l.ndinS and conclusion that an order sl"l.ould be 

issued authorizing increases in rates in the over-all amount of 

~O>500 in the manner hereinbefore outl1ned~ and to the extent set 

forth in Appendix A following the order herein. Accordingly, we 

find that the increases in rates and charges authorized herein are 

justified, tb.a.t the rates and charges authorized hercur are reason­

able, and that the present rates and charges. insofar as they differ 

n-om those herein prescribed,. are for the future unjust and unreason­

able. 

Based on the evidence and the findings thereon as herein­

above set forth, 

It IS ORDERED as follows: 

1. a. Suburban Water Systems is authorized to fUe with 

tMs Commission, after the effective date of this order and in con­

formity with General Order 1'10. 96-A, the schedules of rates attached· 

to this order as Appecdix A and ~ upon not less. than five days' 

notice to tile Commi.ssion and to the public, to make such rates 

effective for service rendered on and after October 10, lS62. 

b. Concurrently with the fUing authorized bcrcin, Suburban 

Water Systems is authorized and directed to withdraw and cancel, 

by appropriate advice letter~ its presently effective rate Schedule 

1'10. P..I-2~ Rivera Tariff Area, General Flat Rate Service .. 

2.a. Within sixty days after the effective date of this order> 

Suburban Water Systems shall file witb. this Commission in conformity 

with General Order No. ~6-A) copies of contracts or agreements 

pertain;ng to public utility s~ee.s rendered to Southwest vTater 
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Company, La Puente Co-op, Valencia Water Company and South Covina 

t-Iater Service, ~7b.ich are furnis!led at rates or 'Under conditions 

other than those contained in Suburban's filed tariffs. 

~. Witl1in one hundred eighty days after the effective date 

of this orcier, Suburban Water Systems shall file with this Commis­

sion,. in confOl."mi.ty wit::" General Order No. 96-A, the s"mmary 

required 'by tMt general order, listinZ all contracts and devia­

tions,. including th.e contracts. or ae;reements in Paragraph 2.a. 

Such summary shall become effective upon five days 1 notice to the 

Commission and to the public after filing as heretnabove provided. 

3. Request of Suburban Water Systems to include in its· util-

ity plant .:ecounts an amount for water rights at an estimated 

c:m-rent appraised value of $4,.125,.000 is denied. Suburban Water 

Systems forthwith saall eltm1nate such estimated current appraised 

value from its books of account and comply fully with the re~e-: 

ments of the applicable uniform systems of accounts with respect 

thereto. Within thirty days after the effective date of this order,. 

Suburban Water Systems shall file a w.:-itten report with this 

Commission setting forth a copy of the journal entries made in its 

bool(S of account to fully comply witc tlus portion of the order 

herein. 

4. Suburban t'late:r Systems fo~thw1th sball make appropriate 

journal entries in its bool~ of aCCOlJIlts so that unpaid balances of 
, ., 

subdivider's refund contracts) which l1ave,been terminated through 

the issue of preferred stock,. s~l be credited to Account 265, 

Contributions in Aid of Construction,. instead of to Account 270> 

Capital Surplus. Transactions of a similcr nature fo4' tile i-uture 

shall be credited to Account 265> Contributions in Aid of Construc­

tion. Within thirty days after the effective date of this ord~r> 

Suburban Water Systems sball file a written report with this 

-40-
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Commission setting forth a copy of the journal entries made in its 

boo!~ of accounts to fully comply w:Lt'Al this portion of the order 

herein. 

5 • vTitb1n sixty days after the effective date of this order, 

Suburban Wa.ter Systems. shall file a written report. with this 

Commission setting forth fully the steps it bas taken to J:emedy 

deficiencies in the recordation of cash and the steps it l~ taken 

to comply fully with the requixements of General Instruction 8, 

Transactions with Associated Companies, as contained in the Uniform 

System. of Accounts for Class A Water Ut1.1i.ties., and with the require­

ments of ol!'der1ng paragraph 9 of Decision No. 46782 issued 

February 19~ 1952. 

The effective date of this ordersball be twenty days 

after the date hereof. 

Dated at __ -=San~:..:'Fra:;..:;.::.n:.:.;~~l~.;.;.;e~() ___ , California, this 

day of __ SE;;.;.?..;..T:;;.;.;· ~';.;;.B.;;,;ER~ ___ , 1962. 

-41-
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APPLICABILITY 

APPENDIX A 
Page 1 or 13 

Sehed.\JJ.e No. PU-l 

Puente-South Covina Tariff Area 

GENERAL MEl'ERED SERVICE 

Applicable ~ all metered. wat.er ~erviee. 

Portion:s or "Nest Covina.1" Puente" and. Vicinity", :to~ Angeles County-. (1') 

RATES -
Quantity Rat.es: 

First 1",000 cu.!t. •. or le$s oo ..................... .. 

Next 2,,000 cu..ft.., per 100 eu.!t. .. ............. . 
Next. 7 ",000 eu.!t.. '" per 100 eu.:f't.. • ............. .. 
Over 10,,000 cu.t't.." per 100 cu.ft. • ............ . 

Minimum. Charge: 

For 5/S x 3/4-inch meter 
For 3/4-inch meter 

......................... 
For l-inch meter .......................... 
For l~-inCh meter •....••...•••.•...•..•.. 
For 2-inch meter .•.•.....••• -••..••..... 
For 3-inchmeter ....... ~ .....•••....••.. 
For 4-inch meter •••••.•..•.....••.....•• 
For 6-inch meter ••....... ~ •..........•.• 

'l'he Ninim'\JIll Charge will entitle the customer 
to the o .. uantity of water which that m.:i..xWn1.lm 
chat-ge will purchase at the QUantity Rates. 

, , 

Per Meter 
Per Month 

$1.95 
-15· 
.12' 
.O~ 

$1.95 
2.70 
4.75-
8.50 

13.00 
25 .. 00· 
.40.00 
80.00 

eI) 
(!) 

(I) 

I 
(I) 

(I) 

(1') 

(T) 
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APPENDIX A. 
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Schedule No. PU-9CM 

Puente-South Covina Tariff Area 

MZTEREo CONStRUCTION AND TANK TRUCK SERVICE ---

APPLICABILITY 

Applicable to all mea.s'I.lred water Mrvice turnisheQ. tor street ;pav- (1') 
ins", grading and tre:o.ch tlood.ing and for delivery to tank truck:!.. (1') 

Portions ot 'west Covina" Puente" and vicinity" Lo~ Angeles County.. (T) 

RATES -
Quantity Rates: 

Fir~ 1,,000 ~ .. tt. or les~ ................... . 
Next. 2,,000 C'U. • .ft." per 100 eu .. !t. . ........... . 
Next.. 7",000 eu.ft..,) per 100 eu .. .f't.. • ........ .. 
Over 10,,000 cu.£t .. " per 100 cu.ft. • ...... ~ •••• 

M:i.nim:l.1m Charge: 

For S/Sx 3/4-1nch meter 
For 3/4-1nch meter 

...... -~ ....••....... 
••...••..•......••.•. 

For 1-incnmeter ....................• 
For l~-inch meter ..•.............•.... 
For 2-inch meter ...................... 

The Minimtml. Charge will entitle the cu~tomer 
to the Ci,ua.ntity of water which that minimum. 
charge will p'lJrcha~e at the Quantity Rates .. 

Per,Meter 
Pe:r- Month 

$1.9$ 
.15-
.12 
.09 

$ 1.9$ 
2 .. 70 
4.75, 
8.,0 

JJ. .. OO 

(I) 
(I) 

(I) 
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APPENDIX A 
Page:; or lS 

Schedule No. WC-l 

West Covina. Tariff Area. 

GENERAL METERED SERVICE 

Applicable to all metered water service. 

Portions. or West Covirla and vicinitY'~. I.o~ Angele s County. 

RATES -
Quantity Rates; 

F1r'st l~OOO eu .. ft. .. or less ................ '" e ...... . 

Next 2,000 eu.tt.~ per 100 cu.ft. • ••••••••••• 
Next. 2.~COO cu..tt..~ per 100 eu .. !t.. • ••••. H •••• 

Ow:- 5)000 eu.rt. .. ~ per 100 cu.tt. .. ............ .. 

Minimum. Charge: 

For S/s x3/4-inchmet~ ....................... 
F~ 3/4-inchmeter ••••.•..•...........•• 
For l-inchmeter 
For l~-inehmeter 

••.....•..•...• _ ..... . 
••••••••••••••••••• a •• 

Por 2-inch meter •••..•.........••.•.•. 
For 3-inch meter .•••.•........ ~ ...... . 
For 4-inch meter •......•. ~ ........ -.. . 
ror 6-ineh meter ••....•..•....••.•.•.. 

The l'..:i.nimum. Charge will entitle the customer 
to the ~titY' or 'Water which that. mixlimum 
eha.rge 'Will p\'U:"chase a.t. the Q:uant1ty Rates. 

Per Meter 
PorMonth 

$ 2-.50 
.16 
.13 
.12 

$ 2.50 
3.10 
5.50 

10.00 
14.00 
25.00-
40.00 
so.oo 

(T) 

(I) 

T 
(I) 

(T) 
(X) 
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SChedUle No. WC-9CM 

~'lest Covirl,g, Tari.!'f Area. 

~.w CONSTRUCTION l!Jm ~ ~ SERVICE 

APPLICABnITY 

\, 

(x) 

Applicable to ~measured water service furnished tor street (T) 
:p.lving~ grading and trench flooding and tor delivor,r to tank trucks. (X). 

P",rtions of i1est Co'V'ina .and v1ein1ty ~ Loe Angeles County. (or) 

~ Pe:-Meter . 
Per Month· 

Quantity Rate3-: 

First 1,000 cu~. or less •••••••••••••••••• 
Next. 2;,000 cu.fi .. , per 100 cu .. £t... • ........... . 
Next 2,000 cu~., per 100 cu.tt.. • .......... . 
Over $,000 eu.£t. .. , per 100 cu~. • ........ __ 

Y.d.n:i.m:um. Charge: 

For 5/s x 3/4~inch meter 
For 3/4-ic.ch meter ..................... 

•.....•............•• 
For l-inch meter •.................... 
For l~-inchmeter ...................... 
For ~inchmeter ••••..•.....•.. ~.~ ... 

The Minilr.1J%ll Charge will entitle the custom.er 
to the qU3.ntity o£ water whieh that :m!nim'l.lm 
charge -will pureMse at the Quantity Rates. 

) 

$2.50 
.16 
.JJ. 
..lZ 

$ 2.50 
3-.l0 
5.50 

10.00 
14.00 

(I) 

eI) 
I 
I 

eI) 

CD) 
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Schedule No. GL-l 

Gle.'"ldora Tal-iff" Area 

GENERAL METERED SERVICE 

Applicable to all m.etered wa.ter service. 

Portions or Glend.ora and Covina and. vic:inity" los Angeles CountY'.(X) 

~ 

Q:w:.t.it.y Ra.t.es: 

First 1,000 cu..ft .. or les.s ••.••.. . " . .... ' .•• ,_ ..... 
Next:. 2,,000 eu.!t-." per 100 cu .. 1't. • •••••••••• 
Next. 2"OOO.cu.!t." per 100 cu.!t ............ . 
~r 5,,000 eu • .ft. .. " per 100 eu.ft.. • .......... . 

Fo'f: 5/S· X 3/4-inc~ meter ...................... 
For 3/4-ineh meter .................. ~ ... 
For l-ineh. meter ...................... 
Por li-inch meter ...................... 
For ~inehmeter ..................... ~ 
For 3-:i.:c.ch meter ...................... 
For 4-ineh meter- .•••....• ~ ............ 
For 6-inehmeter .....••.....•...•••.• 

'Xhe Vd.nimum. Charge 'Will entitle the cu3tomer 
to t.he o..wmt.ity or· water- which that. min:i.mum. 
charge will purchase at. the Quant.it.y Bates.. 

Per Met.ex­
Per Month 

$ 2~-SO 
...19-
.l6-
.lZ 

$ 2~50 
).60 
6· .. 00 

ll.OO 
15.00 
25 .. 00 
40.00 
80.00' 

(I) 
( ... , .1.1 

T ( ) 

(T) 
('1') 
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/ 

Scheciule No. Gl-9CM 

Glendora Tariff Area 

METERED CONSTRUC'I'ION AND TANK TRUCK SERVICE --- (x) 

Applicable to all measured water- oervice .fI.lrni"hed for 3treet (X) 
pav.tng" grading and trench !loocling and for de~very to tank truckB.. ex) 

TERRITORY 

Portions or Glendora and Cov:i.:o.a. and vicinitY'" Los A.nseles County' .. (X) 

Q:U4Iltity Rates: 

First·:.,l.,.ooo eu.!t. or le:s,s • .•.••. '~ ........... . 
Next. 2,,000 eu .. .t't .. " per 100 cu .. tt. . .......... .. 

. Next 2 ... 000 cu. • .:f't." per 100 cu. • .t't. .. ......... . 
Over 5,)000: cu • .:f't." per 100 cu • .:f't. .. ............ . 

YJ.irlim:um Ch3rge: 
.' 

For S/S x .3/4-ineh met~r 
For .3/4-inch meter 

.•.•...•.....•....•• 
•......... ~ ........• 

For l-inch. :m~r ............ --* ..... 
For l~inch meter .... , ....... -...... . 
For 2-:inch meter .... , .... ~ .. ~ ...... . 

The ¥.inimum Charse will entitle the customer 
to the quantity of water which that. lninim'Wn 
charge w1ll l'urehA:!Ie at the Q.uantit;r Rate:) .. 

Per Meter 
Per- Month 

$ 2'.50 
.l9 
.16· 
.l2 .... 

$ 2'CJ$O 
).60· 
.$.00 

ll .. CO 
15.00 

eI) 
(I) 

T 
eI) 

CD) 
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Schedule No~ CK-l 

Covina Knolls Tariff" Area 

Applicable to all metered water ~erviee~ 

TERRITORY' 

The area known as Tract No. 18310, located north. ot Garvey (T) 
Boulevard and. north ot CovirJA Hills· Road ~ mile east· ot We~ Covina, I 
los Angeles. CO'lmty-.. "2. (:1:) 

RATES -
QllSntity Rates: 

Fir~ 1,.000 cu • .!t.. or· less •• ~~ ................ . 
Next:" 4~OOO cu.!t;.:, per 100 eu.£t.. ._;~ •.• ~ ..... . 
Next. 10,000 cu..!t~) pe~ 100 cu.!t~ ............ .. 
Ove~ 15,000 cu.!t,,1 per 100 cu.rt. • ... ~~ •••••• ~ 

Mio.im\Z Charge: 

For 3!4-inch m.eter 
For l-inch meter 
For l~-ineh meter 
For 2-ineh :meter 
For 3-inch meter 
For 4-inch meter 
For 6-ineh meter 

.............................. 
, " . .•.••••.••...•........•••..•. . . ........ ~ ....•....•......•. ~. 

• • '.. I • ••.•......•..••.....••..•.... 
.................. ~ •.......•. 
.....•............ ~ ..... ~ ..... ". ~ . . .. ~ .......... ~ .. ~ ............ .. 

the Min:im:u:m Char,ge will entitle the customer 
1:.0 tho qua.n1:.1ty ot water which. 1:.hat m.i.ni.tIrum 
<:.barge will purchase a.t the Quantity Rates. 

PerMete~ 
Per Month 

$ ;'.00 
.21 
.16 
.. JJ: 

$ 3.00 
$.00 
s.oo 

15;00 
2$ .. 00 
40.00' 
so.oo 

<f' 
(I) 

(1) 

(I) 

('r) 
(1') 



e 
A.. 4324l, C .. 6323 m/ds * 

APPENDIX A 
Page 8 or- 13 

Sehedule No· .. CK-9CM 

~'Vina. Knolls Tan ff Area 

ME:ttRED . CONSTRUCTION Mm ~. TRUCK SERVICB 

APPLICABILITY 

(1') 

Applicable to all meaSl.lred -r-ter service furnished·. ror street (T) 
paving, gr~ and trench flood1:og and for del1wr;r to 't.s.Dk truck".. (1') 

TE:RRrroRY 

The area lalown as 1"rs.et No. 18310, loeated north of Gnrvey- (T) 
Boulevard. and. north of Covine. H1lls Road,. 1/2 mUe east or West I 
Cov1ne., Los Allgeles County.. ('1') 

Quantity Rates: 

F1r3t 1,000 cu. ft. or 1es~ ....................... . 
N~ 4,000 cu. rt. .. , per 100 cu .. !t.. • .......... . 
Next 10,000 cu. ft .. , per 100 cu .. ft. ........... .. 
OVer l$,OOO cu. !'too, per 100 cu. ft .......... . 

For 3/4-1neh meter- •••••• ... ' •• ., .............. ., ••• 
For 1-1nenmotcr .......................... . 
For l~inch meter' ............................ ' ...... . 
For 2-1neh meter •••••••••••••••••••••••• ~. 

Per Meter 
Per Month. 

t 3.00 
.21 
.16· 
.lJ 

$ 3.00 
5.00 
8.00 

15 .. 00 

'rho MixWl,;u:n Charge v1ll entitle the C'U.:5tomer 
to the quantity- or vater vbich that z::tn1mum 
eherge v.Ul purchAse at the Quantity Rates. 

(1' 
(I) 

(I) 

CD) 
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Schedule No. HI-l 

Highlands Tariff'" Area 

G'ENE'AAt MF.'l"EP.ED SERVICE 

A PPtICA BIr.!'!'"! 

Ap?li~ble to all metered vater 3ervice. 

TE:RRnORY 

Portions or Wost Cov:1.na and vic1n1ty, tOil Angeles CC'lunty • 

Q;uanti ty Rates: 

First 3,000 cu. ft. or less ••••••••••••••••• 
Rext 1,000 cu. rt., :per 100·cu • .ft. "' ••• ___ • 
~ext 1,000 cu. ft., per- 100 cu. ft. ••••••••• 
Over 5,000 cu. ft~, per 100 cu. ft. _ .......... .. 

1-:iDiImJ::J. Charge: 

*!or 3/4-1neh meter ............................ " ...... . 
FoX'" l-ineh meter- ......... ............ ............. .. 
For- l~1neh meto:r- ~ ••• , ................... ' .......... . 
For 2-illeh meter ................. _ ........... e' •••••• ' •• 

For- )-.1nch mete:" ... ...... lit ......... ....... ••• ~ ......... . 

For 4-incb meter ........ . _ •. ' ........ ., .•• ... ".' ... ..... .. 
For 6-.ill.eh meter ..... .................. ..... • " ....... "". 

Per 'Meter " 
Per Month 

$ 5.00, 
.21 
.16 
.13 

$ 5.00 
8.00 

1;) .. 00,' 
20.00 
35 .. 00' 
60, .. 00 

J25 .. 00 

The ~.1n1m'l.'lm C~ge' 'Will ~nt:tt1e the customer 
~..o -:be quant1ty otwater which tha.t mn1:n\lm 
eha:t-ge will pw:ehaee at the Quo.nt~ty F.at'3s.~ 

(T) 

) 
(I) 
I 

eI) 

(T) 

CD) 
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Schedule No. HI-9CM 

Eighlands TariN" Area 

MF.TE:R'tm CONSTRUCTION ~. ~.!BQ9$ SERVICE 

,A.?PLICABI1M 

('1') 

Appl1cao;'e to all meas'IIt"ed "Wtlter ~ervice !'ur:r.dsbod for -stroet (T) 
paving, gra~ Slld trench i"leoding ~d for delivery to tank trucks.. (T) 

T'F.RRlTORY 

Portions of Wost Cov'.na 8.rld 'V'ieixl1t:r, Los Angele3 County., 

RATES - Per Meter 
Por'Month 

Quantity Ra:tes: 

Fir~t. 3,.000 cu. ft ... ('It' less ...................... $ 5.00 
Next 1,000 eu .. ft., per 100 ~. ft... .......... .21 
Next 1,000 cu. ft .. , :ger 100 cu. ft. ........... .16 
OVer 5,,000 cu. 1:t., per- 100 cu.. t't. ••.•••• • .. .13 

Y.ini=l'\Jm. Ch:)l'ge: 

For .3/4-1neh. meter ...................................... $. 5'.00-' 
For ~-ineh meter ••• - ••• ~ ... ~.................. e.oo 
For· l~1l:leb ":c.oter- ••• • '....... .............. ....... ll.OO· 
For 2-ineh meter .' ..... ' ................................ "' 20.00' 

The Min:llmlm Ch3rge will entitle the customer­
·to t.hc Cl."Oant1ty of" water 'Whieh that m1:oj:c:um 
chArge will p\lI'eb.o.se at th~ Q.'Ca:l.tity Rates .. 

(r) / 
I 
I 

(I) 

(N) It"" 
eI) 
I 

(I) 

(D) 
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Sehedille No. WR-l 

A PP!.ICA'Brt1TY 

Applicable to all metered water service. , 

TE'AAI'l'ORY 

Near Wh1 tt1er ~ los Allg131es County. 

P).'l'ES -

::i':trst. 800 cu. tt. or le:ss ........... ., ....... . 
Next l~OOcu. ft." per 100 cu. ft. ........... . 
Next 3,000 cu. i't., per 100 cu • .ft ............ . 
Next J.5..000 cu. ft., per 100 cu. ft. ............ . 
Over 2O,.~OO cu. !'tr., per 100 cu. ft.. • ......... .. 

MiDimum Chsl-ge: 

For 5/Sx 3!4-ineh meter .................... . 
For 3!4-ineh meter ........................ . 
For l-ineh meter .. ~ .......................... , 
"For l~:tnch meter •• ' ........... ' ............ . 
For 2-1nch meter ........................ . 
For 3-ineh ~eter ...................... .. 
For 4-ineh meter ... ' ....... ' .' .......... , .. .. 
For 6--1neh meter- •• ' ...................... .,. 

PeX" Metor 
Per Month 

$. 2-40 
.21 
.l7 
.14 
.11 

$ 2.L..O 
3.60 
S.sO 

10.00 
::'5 .. 00 
35.00 
60.00 

125.00, 

The YJ.n1rn:um Charge -will' entitle tho customer 
to the quantity otvater vb1eh that miriimun 
ehorS9 1.'111 pln"ehase at th~ Q.uantity Rat~s. 

(T) 

(I) 

(I) 

I 
(I) 



e 
A. 43241 .. C.6323 YPO/d3 * 

APPENDD: A 
Page 12 or 13 

Schedule Nt).. RI-l 

Rivern Tarif"t Are.n 

A1'PtICABrt!TT 

, Appl1eo.b1o to all moter~ \.later 5orvice. 

~'U'l'ORY 

RATES -
Q:uant1ty Rates: 

First 600 cu. ft. or less •••••••••••••••.•• _ 
Next 2~00 eu. ft., per 100 cu. ft ••••....•• 
Over :3,OOOeu • .ft.., per 100 cu. ft •••••••••• 

Minimtlm Chorge: 

For 5/S x 3/4-ineh moter •••••••••••••••••••• 
P~r 3/4-i:leh meter ...................... . 
For l-1neh. m.eter- ........................ . 
rl')r It-1nch meter • • ' •. " ... "' ••..• " ....... .. 
For 2-i:o.ch meter ... ' •• ., ........ ,., ............. .. 
P~r :3-inch meter ........... ,. .......... ' ..... ,. ... 
For 4-inch meter ..................... e'" e',. .. .. 

For ~ineh meter ....................... .. 

Per Meter, 
Per Month 

$.1.65-
.20 
.12 

$ 1.6;' 
2.50 
4.00 
8.00' 

llaOO-
2$.00 
40.00 

100'.00 

The M1n:tmu:n. Charge vill enti t.1e the customer 
to tho qUllntity O~\lG.ter 'Which thAt ::ninim'Um 
charge v1ll purchaae at the ~~t1ty Rates. 

(X) 

(I) 

(I) 

(I) 
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Schedule No. RI-9CM 

Ri:ve:t'a. T"lri!f Area. 

!t.ETERED CONSTRUCTION' Mm ~ TRUCK SERVICE 

APP:.ICABItI'I"! 

cx; 

Applicable to ill mea~urod water service :Curnished for ~troet (T)' . 
pavlng.? grad.:ing and trench nood.ing and for delivery' to t~ truck::l. (X) 

P.:i.vera .:I.."ld vic:inity.? Los ~les CO'Unty .. 

Quo.ntity P.ates: 

First 600 cu~ft. or less ...................... . 
Next. 2.?400 cu..ft • .? per 100 cu..ft.. • ................ . 
Over 3.?OOO cu..ft • .? per 100 cu..tt. • ............ . 

Mi."limum eM%' ge: 

For sis x 314-:tnch meter 
Fo~ 3/4-1nchceter 
For l-ineh meter 
For l~~inch meter 
For 2-inch meter ......•.......•..•••••. 

•..•••........••....•.• 
••.•.....•....••....... 
11~·········.···.·· •.•• •...................... 

the Minim1Jm. Charge wi.:.l entitle th.~ cu,eO:::lor 
to the quantity ot water which tho.t minimum 
charge will purcha.se at the Quantity Rates. 

Per- Meter 
Per Month. 

$ l.65·· 
.20 
.12 

$ 1065· 
2.50 
4.00 
S.OO· 

ll.OO' 

(1:) 

(!) 

(I) 

( 
I 

1"1'· 
\ I 

(D~ 



A. 43241 - ~t~<b 
C •.. 632~ e' e 

I concur in the major portions of this decision including 

the r~te of return. I specifically concur in the order and in the 

finding that the increase in rates and charges authorized in the 
'"....- .-"-

decision is justified, cut I dissent to the manner in which the 

majority treats business transacted by the applieant with its non­

utility affiliates. I do not approve of the multiple affiliates 

with whieh applicant bas surrounded itself; but bad practices on 

the part of one utility should not pro~t this Commission to meet 

the problem thus generated with a formula equally as bad. 

In my opinion, there is raised a fundamental issue that 

goes far beyond the instant proceedings, ancl which might in future 

be used as a precedent in decisions of eases in no way comparable 

to the present one. It is on this fundamental issue that my 

dissent is based. 

This fundamental issue can oe stated briefly as 

whether the Commission has the power to regulate, either directly 

or indirectly, the profits of a nonutility affiliate of any 

utility under its jurisdiction. 

There is no statute, insofar as I have been able to, 

aseertain, which confers such authority upon the Commission. In 

my opinion, the earnings of such nonutility affiliates are no 

concern of this Commission either in a legal or a moral sense. 

Tais Commission is concerned with, and charged With, 

the responsibility by law of making reasonably certain that 

prices paid for services ~nd/or materials by a utility under 

Commission jurisdiction are the lowest prices possible under the 

circumstances and at the times such services and materials are 

purchased. Ibis concern and responsibility eXist whether 3 

utility buys from a nonutility affiliate or from independent 

sources. As a general rule;p prices paid by a utility to 

independent businesses at arm's length dealing or as a result 

of sealed competitive bids are assumed to be reasonable. But, 

I submit, there is a vast difference between ascertaining 

reasonable prices and determiniug what profits a nonregulated 

business may earn~ 
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When a utility purchases services and/or supplies from 

a non utility a£filiate~ the proper and legal test for reasonable­

ness should be whether such prices were as low,. or lower,. than the 

utility would have been required to pay an independent supplier 

and/or contractor at arm's length dealing, or as a result of 

competitive sealed bids,. or prices for which the utility could 

have purchased the materials from initial suppliers and have 

performed the services itself. 

'Xhe staff in the instant proceeding.,. however" and the 

Commission majority assumes the power, trfor rate-making puxposes", 

to determine what profits applicant's nonutility affiliates are 

permitted to make. This assumption of authority' by the maj.ori~ 
1/ 

is stated concisely in one of the three decisions cited-by it~ 

(page 7 of the mimeographed copy, Decision 59646) as follow.s: 
-

"The Commission recogtlizes that these affiliates· 
are entitled to include in such prices (to the utility) 
a reasonable margin of profit. However, the Commission 
wi!! necessarily sedulously scrutinize the relations 
between a utility and its affiliates where the affiliate 
renders services or sells articles to the utility, 
in order to deternd.ne whether or not the profits inuring 
to the affiliate in such transactions are reasonable 
and, among other tests, commensurate with those which 
would result from strictly arm's length dealing between 
the utility and a. nonaffiliate. rr (Emphasis added) 

- . 
It ~t be noted that this dictum of the Commission 

majority deals with the profits inuriAS to the affiliat~ rather 

than with the issue of whether ~r1ces charged by the affiliates 

were fair and reasonable. 

It mast be noted also that~ in the decisions cited. the 

Commission did ~ permit the affiliated companies a "reasonable 

margin of p1:'ofit" as determined by the profits of comparable 
. -

nonutiliey concerns, but arbitrarily fixed those profits at a rate 

11 It must be noted that I did not participate in any of the 
three decisions cited. : 
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equal to,·or approximately equal to, the rate of return allowed 

the utility on its property devoted to the public service. 

I am £Ull~ cognizant of the fact that the utility in 

question petitioned the Supreme Court of the State of California 

for a writ of review' of two, of the decisions cited by the majo~ity 

ill this instance (Decisions No. 59631 and' 59646) and' that the 
-

Court denied said pP.ti tiona 

A review of the record discloses that, in my Op1niOll, 

the denial of the Supreme Court was based upon the fact that 

tbis respondent in those cases had excessively delegated its 

normal functions to a multitude of interlocking corporations; that 

the resultant prices charged the utility were excessive, and 

that .a. consolidation of tbeir multiple functions was in' order. 

'!his. should not be construed as the Court r s conferring 

upon ~s Commission blanket authority to regulate the profits of 

an affiliate, either directly or indirectly, where a contract is 

bona fide:. / entered into pursuant to the proper exercise of 

managerial discretion, or wbere costs to a utility would not 

exceed cost for comparable materials and/or services procured 

at arm's length dealing. 

As I have stated above, there is no statute, that I have 

been able to unearth, which gives this Commission such power over 

a nonregulated business. As a matter of fact, this assumed 

regulation of the profits of nonutility affiliates on business 

transacted with the utility is no guarantee that prices paid 

by the .. utility are, in. fact, fa1r or reasonable. It is entirely 

poSSible, through mismanagement, that a nonutility affiliate 

migbt make a narrow profit or even lose money on a transact!on 

with a utility while at the same time charging more for the 

services and materials than the utility could' have obtained the 

same services and materials elsewhere at arm. r S length dealing. 
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By the same token, a nonaffiliated supplier or contractor, 

through "under the table dealings rt could overcharge a utility 

while appearing to deal with it at am's length. I submit that 

the only proper and legal method available to this Commission 

in such circumstances is to ascertain the fairness and reason­

ableness of prices paid by a utility, irrespective of the 

affiliation or nonaffiliation with the supplier and/or coutractor. 

Since the burden of proof is always upon the utility, such 

a determination can be made readily by the technical staff of . 
the Comm:tssion through legal channels always open to it. thus 

the assumption of authority to regulate profits of nonutil1ty 

affiliates, in my opinion, is not only an arbitrary and 

bureaucratic usUl'.:p4tion of power, but is faulty and unnecessary 

as well. 

San Francisco, California 
September 14, 1962 
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