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65205 Decision No. _______ _ 

BEFORE n{E PUBLIC UTILITIES COMMISS!ON OF !HE S!ATE OF CALIFORNIA 

Investigation into the rates, rules ) 
~nc regulations of PARK WAI'ER ) 
COMPANY. ~ 

In the ~tter of the application of ) 
PARK WATER COMPANY, a California ) 
corporatioD, for authorization to ) 
increase its rates charged for ) 
water service. ) 

In the ~tter of the applicatior. of 
PARK 'to7ATER COMPANY ~ ~ Califor1U.3 
corporation, for authorization to 
increase its rates c~3rgec for 
water service to offset the Re­
plenishment District Assessments 
of the Cen'l::':Bl and West Basin 'VTater 
Replenishment District. 

) 

Case No .. 7305 
(Filed MDrch 27, 1962) 

Application No. 43659 
(Filed A~gus~ 3, 1961) 

Amended August 7, 1961 

Applic~ti~ No. 43685 
(Filed August l8~ 1961) 

Roe and Rellas, by Chris S. Rcllcs and 
Richarc P. Roe, tor Park Wcte= Company. 

Carl H. zcis~ and John F. R2nsom, for the 
C~ty of ~outh Ga~e, 4nteres~ed party. 

Sheldon Rosene~, Robert W. Beardslee, and 
k;.chard R. Ent"'Al.stle, tor the Com::ussion 
stat:t. 

O:?!NION 
-.. .......... ------... 

The above-entitled matters ~erc consolidated for hear­

ing and public h~arings thereon were held before Commiss!oner 

Grover and EY~mincr Rogers in Los Angeles on April 18, Y~y 31, 

June 1, 6~ 7, and 8, 1962, and in San Francisco on June 13 ~nd 14, 

1962. On the l~eter day the he~rlngs ~ere concluded, 

subj oct to ::'e receipt of certain :!.:ctcrrogDtorics and 

~n~crs thereto, and continue' for oral 8rgum~t. The 
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· c. 7~05, A.4il65S, A. 43685 - SW /ypo* 

intcrroga.~ories and. answers hDve been received and p13ced in the 

record. a~d oral ar~ent was held before Commissioner Grover and 

EYAminer Rogers in Los Angeles on August 22, 1962, ~t ~he con­

clusion of which the matters were submitted. They are ready for 

decision. Prior ~o the first day of hearing, notices thereof 

were published asld posted as required by this Commission. Taere 

were no proteste. 

By Application No. 43659, applicant seeks to increase 

its operating revenue in the yea.r 1962 from an estimated 

$1,430,180 at present rates to an estimated $1,893,l6O at pro­

posed rates, thereby inerea~ing its el~imed rate of return from 

3.05% to 8.18%. 

By Ap,li~tion No .. 43685, applicant seeks an interim 

rate increase to compensate £orthe increases starting July 1, 

1961, of the Central and West Basin Water Replenishment District 

asses~ent from $3.19 per acre-foot to $5.75 per acre-foot (in­

creased on July 1, 1962, to $6 .. 63 per acre-foot). In view of 

our action herein on Application No. 43659, the application for 

interim relief will be dismissed. 

By case No. 7305, the Commission ~ee~~ to determine, 

among other things, whether or not applicant's rates should be 

reduced. 

General Information 

Park Water Company (applicant) was incorporated on 

December 15, 1937, in California. Ies officers are H .. H. Wheeler, 

PreSident, o. D. Collins and William S. Cook, Vice Presidenes, 
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and V. E. Wheeler, Secretary. Its directors are H. H. Wheeler 7 

o. D. Collins 7 and V. E. Wheeler. There are 80,000 shares of 

$25 per share par value common stock issued, the majority of 

which are owned by H. H. Wheeler. 

Applicant :urnis~es water to numerous noncontiguous 

areas in !.os Angeles Co\lX1'ty in, and in the vicinity of, G.a.rden 

Grove, Compton, Bellflowe%'7 Par&mount, I>own¢Y7 ol.ud Norwalk, plus 

some in San Bernardino Couuey. 

At the end of December, 1960, applicant had 31,387 

commercial1:./ metered customers and 9,59.3 commercial unmetered 

consumers, for a total of 40,980 consumers. Since its formation, 

applicant has :lot had a rate increase. It ha:.;, however, been 

converting commercial unmetered cons~ers to commercial metered . 

consumers. In 1951, of a total of 24,296 customers, only 1,322 

were metered. Applicant estimates there will be 41,360 customers 

at the end of 1962, of which 35,310 will be meter~d. 

Applicant's Reguest 

Applicant requests that the Commission establish rates 

for water service which.will enable it to realize an 8.18% rate 

of return on its depreciated average rate base of $47072,250. 

To yield such ~ return, app1ican~ proposes rates cs~ima~ed to 

produce groes revenues of $1,893,160 based on the contemplated 

level of revenue during 1962, an increase of $462,,980, or 

1.1 rrCommercia.l" customers include those who take water for 
doc'? stic use. 
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approximately 3~ more than the $174307180 gross revenues esti­

mated as attainable for that year at the rates presently iu 

effect. 

Rates: Present and Proposed 

The presently effective rates for all services are 

those authorized on Feb~ry 14, 19387 by Decision No. 30620, in 

Application No. 21668. The following comparative tabulation sum­

marizes the present rates and those proposed by ap~lieant in 

Application No. 43659: 

Quantity R<.ttes: 

First 2,000 cu. 
Next 8,000 cu. 
Next 90,000 cu. 
Next 200,000 cu. 
Over 300,000 cu. 

Minimum Charge: 

SCHEDULE NO.1 

GENERAL METERED SERVICE 

ft., per 100 cu. ft. · . ft .. , per 100 cu. ft. • .. 
ft., per 100 cu. ft. · .. 
ft., per 100 cu. ft. .. . 
ft., per 100 cu. ft. · .. 

.. 
· · · · 

For 5/8 x 3/4-ineh meter • • .. • • • .. • 
For 3/4-inch meter • .. .. . • .. 
Fo= l-i~eh meter .. .. .. .. • • • • .. • 
For l~-ineh meter • .. .. • • • • • 
For 2-inch meter • .. • .. • • • • • .. 
For 3-inch meter • .. • .. • • • .. 
For 4-ineh meter .. .. .. • .. .. .. .. • • 
For 6-inch meter .. • .. .. .. • .. • • • 
For 8-inch meter .. .. • • 

Per Meter Per Month 
Present Proposed 
Rates Rates 

$ 0.15 $ 0 .. 19 
.125 .16 
.10 .13 
.08 .11 
.075 .10 

$ 
1.50 
1.50 
2.00 
3.00 
5.00 

10.00 
20.00 
40.00 

$ 1.90 
2.25 
4.00 

10.00 
16.00 
25 .. 00 
40.00 
60.00 

100.00 

Tae monthly min~ charges will entitle the ~omer 
to the quantity of water which that monthly minimum charge ~ll 
PU=COASC at the monthly qUAnti~ charges. 
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• Coo 7305, A •• 59, A. 43685 .. siT· 

SCHEDULE NO.2 

GENERAL FLAT RATE SERVICE 

Rates 

For 3/4-ineh service, per single family 
U%li t on a single lot not in excess of 
7,500 square feet ............. .. 

Additional for each 100 square feet in 
excess of 7,500 square feet ......... . 

.. . 

. . 
Fire protection rate~ are not to be changed. 

Summary of ea.rning,:; 

Per Month 
h'esent Proposed 
Rates Rates 

$1.50 $2.00 

.02 .027 

The showings of the applicant and the Commission's staff, 

rela.tive to estimated results of operation at present ~nd proposed 

rates for the year 1962, are ~ummarized a.s follows: 

COMPARISON OF STMF J..ND COMPANY SUMMARY 
OF EARNINGS AT PRESENT AND PROPOSED RATES 

Year 1962 Estimated 

~= 
. :Prese:1t &aUG .. 

~ta~~~ 
.. .. 

rt~ .. ~ta1:t :~ : . 
Operating Revenues $1,527,900 $l,430,180 $2,013,500 $1,893,160 
Oper.. 6: Maint. Exp. 509,200 633,290 510,700 635,490 Water Dist.Repl. Iaxes 167,600 154,670 167,600 154,670 Admin. & Gen. Expenses 117,500 148,800 117,500 148,000 Ta~e~ Other Than on 

Income 173,300 186,390 173,600 188,550 Taxes on Income 138-,000 27,350 402,300 277,780 Depr~ei.a.tion 119 1000 1551480 119z000 155z480 
Total Exp"'Il~es $1,224,600 $1,305,980 $l,490~.700 $1,559,970 

Net R.evenues 303,300 124,200 522,800 333~190 

DepreciAted Rate Base $3,986,000 $4,072,250 $3~ 986,000 $4,072,250 
R.a. te of Return 7.611- 3.051- 13.121- 8.181. 
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The results of operations for the year 1960, as adjusted, 

of the applicant and the seaff at present and proposed ra~es are as 

follows: 

COMPARISON OF STMF .AND COMPANY SUMMARY 
OF EARNINGS AT PRESENT AND PROPOSED RATES 

Year 1960 Adjusted 
: :_~~h'..;..;;.e.-sen ___ t~Ra~tc.-s~ __ : Proposed Rates : 
: ______ ~I~t~em=_ _________ :~~S~t~aff~~-~~comp~~an~y~~::::S~t~a~f~f::::::comp~~~~a:n=y=_-: 
Operating Revenues 

Oper. & Maint.. Exp. 
Water Dist.Rep1. Taxes* 
Admin. & 'Gen. Expenses 
Taxes Other !han on 

Income 
Taxes on Income 
Depreciation 

$1,400,000 

604,600 

114,300 

158,800 
131,900 
104,300 

$1,341 .. 030 $1 .. 845,,900 

543,970 605,900 
161,360* 
171,800 114,300 

171,220 
41,080 

136,690 

159,100 
374,600 
104,300 

$1,764,400 

546,030 
161,360* 
171,800 

171,480 
271,150 
136,690 

Total Expenses $1,113,900 $1,226,120 $1,358,200 $1,458,510 

Net Revenues 286,100 114,910 487,700 30$,890 

Depreciated Rate Base $3,537,000 $3,684,270 $3,537,000 $3,684,270 

R.ate of Return 8.091. 3.121. 13.797. 8.301-

* Included by staff as part of O~er_ & Maine. Expenses 

Staff Accounting Adjustments 

A f1noncial ex.aminer of the Commission's st:.9ff examined 

the books and records of the~ applicant prior to the hearings and 

testified that p~st accounting records and proeeeures were found to 

be inadequate in many respects and not wholly in conformance • .Nith 

accounting prescribed by the CommiSSion for water uti11~ics. He 

further testified thD~ in reCOgnition of these defiCiencies, appli­

cant had already made many adjustments of large magnitude to its 

accounts reflecting pl~nt investment, depreciation reserves, 

contributions in ~id of eonstruction, and earned and capital surplus, 

and that: additional adjustments of almost equal magnitude to these 
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same accounts, and to operating results for ~he first nine months 

of 1961 would be required. Acco:ciingly, in preparation for the 

hearing in this matter, he d~veloped in Chapter 4 of Exhibit ~o. 10 

an adjusted balance sheet as of September 30, lS61, giving effect 

~o such additional adjustments. 

During the hearings it developed that substantially all 

of the adjustments to the various accounts developed by the staff 

financial examiner had oeen entered on applicane's books by its 

accountants. Journal entries effecting such adjustments were 

submitted to the Commission in a letter from applicant dated 

January 30, 1962.. We find that the effect on rat:e base component 

accounts of adjus~ents contained in tba~ letter is reasonable for 

·rate mel<ing purposes, but at this time wi1;hhold an opinion as to 

the tecbnical accounting correctness of those Dd5usting entries 

~ffcctins contributions in aid of eon$t~ction and equity capital 

accounts. Because of a remaining leck of clarity in those trans­

actions siving rise ~o adjustments to equity capital accounts, 

further adjustments ~s between capital stock and surplus accounts 

~y be in order. Specific approval of such further adjustments 

will not be included herein, pending cl~rification of their. 

basis by applicant and Commission staff accountants and sub­

mission to the Commission of the adjusting entries proposed. 

Applicant will be expected at all times in the future 

to keep its books in strict compliance with :he applicable 

Uniform System of Accounts prescribed by this Commission. 
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Rate B<Lse 

The components of the average depreciated rate base for 

the test year 1962, as developed by the seaff and by applieant, as 

well as the amounts adopted as reasonable herein, are set forth 

below: 

AVERAGE DEPRECIATED RATE BASE 
TEST YEAR; 1962 ESTIMATED 

- Applicant · Seaff · -- - - . 
Item . EXb1M1: Z · E~:i.b:it a · Ad.QJlteL: . · · 

Average Utility Plant and 
$8,403,591 $8,379,91' . Construction Work in Progress $8.,361,710 

Deduction for Depreciation 1,873,090 1,797,478 1,840 .. 102 
Average Net Utility Plant $6,488,620 $6,606,ll3 $6,539,811 

Modifications: 

Advances for Construction (25),U2;:0) (3UZzOUO) (:mZzOO~ 

Contributions in Aid of 
Construction (2,330, 460) (~z354zU2lj) (2z::;~z02Q) 

Warehouse Site Adjustment ('~Z440) (1~,440) 

Subtotal, MOdifications ($2 z 58$0, SOO) <f2; 732;460) at, 735,460) 

Working Capital: 

Material and Supplies $ 95,510 $ 25~OOO $ 50,000 
Working cash Allowance 73,620 90,000 90 z000 

Subtotal, Working capital $ 169,130 $ 115,000 $ 140,000 
# 

Total, MOdifications 
and Working Capital (~,4I6z3'O) <"$2 t 620,460) <}2z 595,460) 

Average Depreciated Rate Base $4,072,250 $3,985,653 $3~944,351 

(Red Figure) 
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Average Utility Plant 

Applicant estimated Utility Plant at the beg:.innin.g of 

the year 1962 as having an UXl.depreciated value of $8,175,713. 

The staff val\:ed t~s plant at the same time :1t $8,187,719. These 

plant values e~ch purport to reflect the adjustments ordered by 

the Commission in its Decision No. 52239, dated November 14, 1955, 

in Application No. 34699 (amenocd). 

Tae staff's estimate of the Average Utility Plant and 

Construction Work in Progress in 1962 is $41,881 higher than that 

of applicant •. 

The staff found numerous errors in accounting practices 

a~d adjusted rrtiliey Plant accordingly. For example, as of the 

end of the year 1961,app11e&ne, it is estimated, had failed to 

capitalize approximately $35,500 of payroll overheads. In addi­

tion, as of the end of 1961, applicant had failed to record 

pro?Crly cereain Co~eruction Work in Progress with the result 

~hat $7,000 was added by the staff to Utility Plant for 1961. 

In 1962, there were additional payroll overheads not 

capitalized; these are estimated by the staff to total $9,000. 

There is also an additional $1,000 estimated for erroneously 

recorded Construction Work in Progress. 

Applicant and the staff est~ted net additions to 

Utility Plant in 1962 as, respectively, $371,991 (with a mathe­

maeiea1 average of $l85,995) and $389,940 (wi~h a weighted average 

of S164,iI.OO). The mjor differences in the estimates arc those 

relating to meters and ~ransportation equipment. Applicant esti­

l'J'I.a.ecd $73,400 for 1,240 meters to be ins·ea.lled during the ye:J:;: 
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and the staff estimated $125,000 for 2,500 meters. We find that 

applicant's estimate of the number of meters tnsealled is reason­

able and proper. The staff estimated a cost of $50 per meter, 

which we find is reasonable. The StlXll of $31,000 is a reasonable 

amount for the weighted average cost of metering in 1962. 

It also appears that applicant's estimates of $28,000 

for tr~nsport~tion equipment and $4,150 for tools, sho~, and 

garage equipment are reasonable and necessary for applicant in 

lS62, and that the staff's total allowance for such items of 

$16,500 is unreasonably low. We find that weighted average of the 

undepreciated Utility Plant and Construction Work in Progress in 

1962 in the amount of $8-,379,916 is reasonable for rate making 

purposes. 

Deduction for Depreciation 

At the beginning of the year 1962, applicant's reserve 

for depreciation was recorded as $1,764,548. The staff estimated 

this figure as $1,722,011. We find the company's figure eo be 

reasonable and it will be t!sed herein. Accruals, retirements and 

salvage during the year 1962 are judgment figures, and we find the 

staff's estimates to be reasonable, subject to aejustment of 

accruals to give consideration to 1962 est~ted depreciable plant 

additions adopted herein. We find that the reasonable deduc:ion 

for depreciation reserve for 196! test year purposes is $17~O,l05. 
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Contributions in Aid of Construction 

As of December 31~ 1961, applicant's recorded net 

b~lance of Contributions in Aid of Construction was $2,342,661. 

!he staff estimated the weighted aver6ge for 19G2 8S $2,354,.020, 

while the applicant estimated such figure at $2,330,460, based 

on an estim~ted beginning-of-the-ycar figure of $2,342,661. We 

find the staff's figure of $2,354,020 is reasonable for this item. 

Advances for Construction 

Applicant's figures agree with the book records for this 

item, i.e., $260,977, as of January 1, 1962. However, as pointed 

out by the staff, during the years 1956 through 1960, a. portion of 

the amo\lXl.tG due were not paid, but were shown on the books as. 

accounts payable, having been removed from advances account. '!he 

staff has adjusted for this item. We find the staff I s adjusted 

figure of $302,000 is correct and is reasonable for rate making 

purposes. 

Warehouse Site Adjustment 

Applicant r s Account 306, land and Land Rights~ is shown 

by applicant as $173,895. A large part of this item is the value 

of a warehouse site sold by Mr. Wheeler to app,licant for $101,115, 

and allegedly purchased by him for $20,530. The amount of land 

sold was not shown accurately, but the land appears to have been 

used by the company through Mr. Wheeler prior to the official 

dedicaeion and sold at the inflated price. For this reason, this 

item of rate bas~ has been adjusted downward by tee st~ff by an 

aTnount of $79,440. We find this .adjustment is reasonable and it 

will be adop~ed. 
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Materials and Supplies 

Applicant's estimate of $95,510 for materials and sup­

plies is based on a physical check of such items on hand on 

Dec.ember 31, 1961, which amount was $95,511.. Applicant cont.cmds 

such supplies are nece:;sary and thAt smaller companies have had 

similar amounts allowed. The staff estimated $25,000 as ade~te. 

Both e:;timates are judgment figures, and in this ea.se, both tend 

to be extreme. We find that $50,000 is a reasonable allow~ce for 

materials and :;upp1ies. 

Working Cash Allowance 

We find that the staff estimate of $90,000 for working 

cash is reasonable. 

Average Depreciated Rate Base 

The Commission hereby finds a depreciated r~te base of 

$3,944,351 to be fair and rea.sonable for the test year 1962. 

Revenues 

The recorded revenues of app1ic~t for the yezrs 1955 

through 1961 are as follows: 

Year Revenue -
1955 $ 962,538 
1956 1,074,900 
1957 1,160,300 
1958 1,241,341 
1959 1,385,054 
1960 1,4l6, 997 
1961' 1,538,317 
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· · · · 

Comparisons of applicant's and ~h~ staff's eseima~es of 

revenues in 1962 At present and proposed rates are as follows: 

Year 1962 Es~imaccd .. Present Itites .. P~oseC! Rites . .. 
I~em .. A:eE Il.eant : :)taff : AE;erl.cant: ~tat~ . 

Metered Rates 

Commercial $1,172,640 $1,253,000 $1,554,900 $1,.652,700 
Iudustrial 52,220 . 64,200 75,170 911 800 
Public Authority 28~470 42z000 44z460 61 z400 

.. .. . .. 

Subtotal $1,253 1 330 $1,359,200* $1,6741 530 $1,805,900* 

Flat Rates 

Commercial $ 128,180 $ 106,600 $ 169,960 $ 142,300 
hivate Fire 

Protection 1,280 5,900** 1,280 5,900** 
Pu1>lic Fire 

Protection 47 z390 44a 4OO 47 z390 44z400 

Subtotal $ 176,850 $ 156,900 $ 218,630 $ 192,600 

Total Opcr.'lting 
$1,430,180 'Revenues $1,.516,.100 $1,893,160 $1,998,500 

*!u addition to the figures shown, the staff added estimated 
revenues from correction of meters of $11 1 800 at present rates 
and $15,000 at proposed rates. These :evenues will be re­
ferred to herein. 

~~c staff included herein revenues from stand-by private fire 
protection. Applicant included such revenues in its industrial 
metered revenues. 

The differences between the staff's and applicane's esti­

mates of ccc::nercial xnctc::ee. servie~ %'evcnues a=c, at p~e$et'lt and pro-

posed rates, respectively, $80,360 and $97,800, the staff estimate 

being the larger in each instanco. Part of this difference results 

from the differences in the estimates of revenues per customer per 

yeAr and part results from the dif£erenee~ in the estfmatcs of the 
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n~er of meterct'!c. commercial customers as OJ>l'oGed to the number of 

unmetered customer~. The evidenee shows that in forecasting rev­

enue& per year per metered commercial eustomer, applicant eRcimated 

an average annual wa.ter consumption of 219 ee£, whereas the staff 

~~t~ted 232 cef. The recorded average annual eonsumrc~ per. 

metered c~ereia1 customer for the years 1959, 1960, and 1961 was 

244ccf, 232 ccf, and 243 ccf, respec:ively. We find that the 

~taff's estimate of average annual eo~ereial :ctcr.ed consumption 

for 1962 is reasonable and it will be used herein. Such conr.:tnnI'­

eion would result in averag~ annual reven~~ of $34.70 for each 

Guch customer at pre5ent rates, ~d 3ppro~tcly $45.77 At the 

proposed r~:cs, an average increase of'~ppro~:ply $11.07 or 3l.97.. 

In for~c~sting the gross commereial metered serviee 

revenues the staff estimated.an increase of 5,822 meters between 

1960 ancl J.962. Such figure ineludcs an aver..,ge of 411 new eorm::ler­

ei~l 'Q,ctered consumers per year, whieh rate we find to be reasonzole, 

8~d the conversion of 5,000 flat rate consumers to metered status 

at the rate of 2,500 per y~ar. The applicent's proposed rate of 

conversion for the year 1962 is 1,COO, and we find this rate is 

rC3sonable for the year 1962. en this basiS, the reasonable 

expectancy for metered commercial c~a$umers at the end of the year 

1962 is 3~,064, with an average £0: the year of 35,359. Using 

such figure, ..,t present r3tes, the estimated revenues in 1962 from 

commereial metered customers would be $1,226,957, znd at proposed 

rates would be $l,618,381. ~c find these revenue estimatcs to be 

r.e~so~blc for the purposes of this proeeeding. 
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Applicant's estimates of metered service revenues from 

public au:horities an~ industri~l consumers Dre purportedly ~Dced 

on the aver3ges for the P3SC five ~~d one-half ye~rs. Appliczn: used 

250.56 ccf and 386.79 ccf per month, per consumer, respectively, 

for these two items, and. the- staff used. 358·.33 ccf and 700 cc£, 

res?cctively. The record shows that the recorded average con­

sumption per month for industrial customers for the years 1956 

t:hrough 1960 was 439.58 cc£, 469. Sl ccf, 543.16 ccf, 650.75 ccf, 

And 691.91 ccf, respectively. rae record also shows t~t the 

~eco~ded average annual consumption per month for public authori­

t;'es for the years 1956 through 1960 was 252.92 ccf, 208 .. 67 cc£, 

248.08 ccf, 292.83 ccf, and 336.91 ccf, ,respectively. I:l each in­

Gtancc, the :renc MoS bl2CD. consistently up'ilard; the staff' 8 

estimates are in accordance with the trend.. We find that the 

staff's estimates ere reasona~le and they will be used. The re­

sulting revenues at present and proposed rates are as follows: 

IndT.lS trial 
~blic Authorities 

No. of Services 

83 
93 

Present 

$64,200 
$42,000 

Proposed 

$91,800 
$61,400 

Applicant estimates that in 19627 at existing rates, its 

revenues pc= flat rate commercial consumer will be $1.691 per month 

per Consumer and that there will ~ a total of 75,800 consumer 

l'nonth$. The resulting total estimated ~ual revenues at present 

rat~s would be $128,180 and would be $169,964 at the proposed rates. 

Thi~ latter figure ~'laG reached by multiplying the adjusted unme­

tered :ev~t:e:; by the factor 1 .. 32598, the pr~posed "acros~ the 

bo~rd" rate increase. The sta££ calculAted that: with 5,.400 flat 
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rate consumers, applicant's reven~es would be $106,600 at present 

4~tes and $142,300 at proposed rates. 

Using the staff estimate of flat rate commercial customers 

.g'/: December 31, 1961 of 6,650 and reflecting the conversion of 

17 000 flat rate C\lstomers 'to metered service during 1962, there 

~1ill remz:i..n 5,650 flat ra~e commercial customers at the end of 

1962. 'rn:ts would produce an aver.a8c of 6) 150 for t~'lC ~~st year 

1962. Dased upon this average numbC4 of eustomers, flat rate 

commc=ci81 revenues for the test year 1962 would be $124,796 at 

~resent rates, ~r.d $165,477 at r~tes proposeQ by applicant. We 

find these latter two rever!ue figures to bc rCDson.zblc • . . 
Inasmuch as we have used the staff's estimates of induser~ 

~ctered service revenues which do not include private fire protec~ion, 

an item included by applicant in its estimates thereof, the seaff'c 

es~ima.te of private fire protection revenues will be used herein. 

We find that it and the staff's esttmate of public fire proteetion 

revenues are reasonable. For 1962, at present and existing rates, 

these items are as follows: 

Private Fire Proteetion 
Public Fire Protection 

Year 1962 Estimated 
h'esene Proposed 

$ 5,900 
$44,400 

The staff also included in its revenue estimates the 

additional amounts which allegedly could be reeovered if meters 

were correeted by a 10-year meter testing program pursuant to our 

General Order 103. This would require the testing of approx:i.m.ltely 
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3,500 meters per year and the staff assumed an .addition of revenue 

of $11,500 per year at present rates and $15,000 per year at pro­

posed rates in 1962. Applicant objected to this, and there seems 

to be no foundation for assuming such revenues. !his claimed 

~ource of revenue will be disregarded. 

It is our opinion, and we £ind~ that in 1962 at present 

and proposed rates applicant's revenues will be as follows: 

Year 1962 Estimated 
:--------~It~em~--------~~:~P~r~e~s~en~t=Ri~t~e~s~--:--~P~r-o-n-o~s~ea~Ra~t~e~s~-: 

Metered Rates 

Commercial 
Industrial 
Public Authority 

Subtotal 

Flat Rates 

Commercial 
Private Fire Protection 
Public Fi=e Protection 

Subtotal 

Total Operating Revenues 

E?Cpenses 

$1,227)000 
64,200 
42,000 

$1,333,200 

$ 124,800 
5,900 

44,400 

$ 175,100 

$1,50S,30() 

$1,618,400 
91,800 
61.1 400 

$1,771,600 

$ 165~500 
5,900 

44,400 

$ 215,800 

$1,987,400 

There are major differences between ~pplicant's and the 

staff's eetimates of expenses for 1962. Most of the difference is 

caused by the added payroll estimated by applicant in excess of 

that estimated by the staff. The applicant requests that it be per­

mit1:ed 1:0 recover the salaries of six new employees in 1962. In­

cluded under Operating and Maintenance Expenses are four employees 

with total added salaries of $22,200, plus an accountant ~t an 

ann-folal salary of $8,400, and an assis1:a.nt g~era.'l. manager a1; an 

annual salary of $12,000. In addition to these added employees, 
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a.pplicant'.:: engineering witness eO:lte::pl.l.tes that \mder its meter repair proQ~ it, 

will be required to repair appro~telj" 3,500 meter:: per yeDZ' and tlul.t such aMU3l 

repair progrQ.I:I. ~~ requ.:i.re exera. personnel with <3dded sa.1.Ilries of ~:35,3oo per ~a:. 

Applicantro vice presider.t testified that o~ ~en new emplc,yces will 

b~ required, incluCing O!'lC a.d.dition.:U. employee to handle the meter repa.1:- progra:n. 

The stat! 'bas~d its payroll e"tima:tes on the past experience o! the com­

pany and its expe~ i:r.o ...... lecige o£ the persom-..el requirecents. Tbe l'ollowing ~ 

tion shows a comparison or the 1961 recorded operation and maintenanee expenses and 

applieantts and the "tat!f: e$t~tes of 1962 opera.tion ~ ~~e~ee expenses, 

togeth~r ·~th a dollar ~ount of dit£erenc~ ~d the percentago amount of di!ferenee. 

COt.PA..'USON OF STAFF k~D C01"l?.AA"Y 
O?E?.A TIO:J AN'D t'~I~T&;A.NC'L EAPil~SES 

:Ae. " Co. Exeeed~ Staff : . ,. 
! !t..,~ :::~t1::r..to: E!lti'::O.t~ M A=o~t : 1>1lY.%" ec,.,t ~ .: .... 0. . 
Q-peration E2S2en:;e~ 

70.3 Souree of SupplY YJise. $ 28 ~ 430 ~ 1,000 $ (70) <t7 oo
O)% 703 Wa.ter Replewh.. T3:<IJ~ m,693 154,670 167~600 (12;220) '1.:JJ 

70/+ Purch,'l.:ed ~la.ter 56,oJJ 76,440 56,300 20,l)J.O li& 721 P1Jmpirlg Operation 46 60 100 (bID (~ 
724 Pumping L3.oor 9,620 11,710 9,600 2~llO 22 .. 0 
725 ~ping ~e. 1l,,5SS' l5,350 ll".400 3,950 34.6 
726 Power. Pure~ed 166,347 1'71,440 154,100 l7;1;40 ll.3 
742 vla.te!' T:-eat.m.ent La.bor 7~6e6 8, 610 8, 000 610 ...J..:2 
744 Che::icaJ.$ 4,053 4,140 4.,700 (~ (ll.9) 
751 Tra,n,. & Di~tr.. Oper. 325 340 400 -) (15 .. 0) 
753 Tra."'lS.. & Distroo ti."les 1 ... ,10.3 5,050 5,000 50 l.O 
754- Met.er Expcr...se 15, 679 19,6OO 15~400 4,200 27.3 
755 C~tooer Inst~a.tion 6,545 7~7eo 3~100 4,680 151.0 
772 Heter Readi.."'lgExpense 24,l70 29,4:30 27~OOO 2,430 9.0 
773 Custozc:o Records Expe~e 95,5l6 ll5,140 lOl,2oo 13el..O l:2 .. S 
775 Uncollectible:s 8,047 6,750 7,600 S50) (11 .. 2) 

'l'ot.u Opera Expenses ~524~59 v626,940 ;';572,$00 ~4,440 9 .. 5 

Y~intenanee E~nse5 

7ll Wells tW 2~169 J 9,~0 ..; 3~200 ~ 6,220 
f~1) 730 Structure:!! 50 1,350 1,900 ( 0) 

732 Pumping Equipment 3,329 10,470 1:3,600 (~ Cf]) 748 Wa.ter Treatment Equip. 390 550 600 W e.:~) 760 ReSC:'"/Oir= -l..-:d Tanks 4,331 6,250 2,,100 b:a12o 1.91.:.2 761 Tra..""lS. &. Distroo Main= ll,ll8 15,200 1.8,600 (~J~oq) (j.8.3) 
763 Scrviee~ 20,ase 25,250 12,,300 12,,950 10,.3 
764 Motors 24,Oerr 91,250 51,200 4O~O50 78..2 
765 P.ydra.."l.ts 904 1,280 800 4.80 60 .. 0 

Total. lfJ.4int. Exp-J:we3 J 67~266 .$16l,,020 .,.,104,300 $56,720 54.4 

Tot~ Operation and 
Z,zaintcn.anee Expenses $591,725 ';737,960 $676,800 '!Ii111,160 16..4 

( Red F:t.c;w."!:) 
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The staff estimate exceeds the 1961 recorded amounts by 

$85,075, while appli~tts exceeds the 1961 recorded amounts by 

$196.235. 

Operating Expenses 

Account No. 703 - Miscellaneous Source of Supply ~se 

Applicant's figure of $430 will be used .. 

Account No. 703 - Water Replenishment Taxes 
Account No. 704 - Purchased Water 

The differences here are caused by applicant's and the 

staff's estimates of purchased Metropolitan Water District water 

compared with pumped water. Applicant desires to purchase a major 

percentage of water and ~ump a smaller portion from its own wells. 

The difference in the estimates is $7,210.. Al though there are cost 

differentials involved in choosing between pumped water and pur­

chased water, other factors must also be considered, including 

certainty of supply, availability, and water rights litigation. On 

this record, we are not constrained. to hold that management decisions 

in this respect have been unreasonable for rate making purposes. 

Applicant' 5 estimates of $154,670 for water replenishment taxes and 

$76,440 for purchased water will be used herein. 

Account No. 721 - ~i.P-g Qperati~n 

Applicant I s estimate of $60 will be used. 

Account No. 724 - REmPing Labor an<L~~ 

The staff's estimate for 1962 of $9,600 is approximaeely 

the same as the 1961 recorded figure. We find the staff's est~te 

is reasonable and will be adopted. 

Account No. 725 - Pumping Misc~lla~.2:!! 

The staff used the 1961 recorded expense AS a crieerion. 

Applicant here, ~ addition to prorating a small amount of additional 
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salary, allowed for gardening work on the pumping lots. This latter 

expense is reasonable and applicant's estimate of $15,350 will be 

adopted .. 

Account No. 726 - Power Purchased 

There is a difference of $17,340 between applicant:' s and 

the staff's estimates of cost of power purchased in 1962, the ap­

plicant's being the higher.. The difference tn the estimates is 

caused by (1) the cost per acre-foot for power and (2) the number 

of acre-feet of water pumped. We have held that applicant's esti­

mate of the amount of purchased water is correct.. However, it 

appears that applicant's estimate of cost per acre-foot of $7 .. 17 

is excessive and that the staff's estimate of cost pc~ acre-foot 

of $5.95 is more realistic. Relating this cost per acre-foot to 

the approximately 23,915 acre-feet, which applicant e$t~tes it 

will require, results in an expense of $142,294 for power purchased, 

which figure we find to be reasonable. 

Account No. 742 - Water Treatment Labor 
Account No. 744 - Water Treatment Chemicals 

Applicane's total estimate for these ewo accounts is 

$12,750 and the staff's is $12,700. We find the staff's estimate 

is reasonai,)le and it will be used. 

Account No. 751 - Transmission and Distribution Operation 
Acco'l.mt No .. 753 - Transmission and Diseribution Lines Expense 

The staff's and applicant's est~tes are very nearly 

identical. The staff's estimate of $5,400 will be used., 

Account No. 754 - Meter Expense 

This account is entirely based on payroll. Due to 10-

""adequate accounting rec~? a.pplicant had. no record of this aeCO\lllt 
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prior to 1960. !he staff used a judgment figure of $15,400, which 

is $279 less than the company's 1961 recorded figure. Applicant's 

estimate appears excessive inasmuch as the number of meters to be 

installed in 1962 is estimated not to exceed 1,500 meters. We find 

the staff estimate is reasonable and it will be used. 

Aeco~t No. 755 - Customer Installations Expense 

The 1961 recorded figure for this item was $6,545. l'b..e 

staff reduced this figure ~o $3,100 for 1962 and applicant esti­

mated $7,780. We fine that the applicant's figure of $7,780 is 

reasonable and it will be adopted. 

Account No. 772 - Meter Reading Expense 

!he recorded figure for 1961 is $24,170. Applicant esti­

mated $29,430 for 1962; the staff allowed $27,000. We find the 

latter figure is reasonable and it will be used. 

Account No. 773 - Customer Records Expense 

The recorded figure in 1961 was $95,516. The applicant 

estimated $115,140 in 1962, of which $97,110 is labor, an increase 

of approximately $20,000 over 1961. The staff's estimate is 

$101,200, which we find to be reasonable. 

Account No. 775 - Uncollectibles 

Th.e staff and applicant 8%C generally in agreement on the 

percentage all~ance for unco11ec~ibles. Our allowance for uncol­

lectibles is $7~160 at present rates, and $9,440 at the proposed 

rates, which we find to be reasonable. 

Maineenance Expenses 

Aceoune No. 711 - Wells 

Applicant's recorded figure for 1961 was $2,169. For 1962, 

it estimates $S,420 based on $1,000 per well for 84 wells, amortized 
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over a period of 10 years, plus $1,000 for labor. Prior to 1961, 

the annual charge was less than $500 per year total. 'We find the 

staff's estimate of $3,200 is reasonable and it will be adopted. 

Account No. 730 - Structures 
Account No. 732 - Pumping Equipment 
Account No. 7~~ Water Treatment Equipment 

Th~ applicane est~ted a total of $12,370 for these 

items. The staff's figures totaling $16,100 are reasonable and 

will be adopted. 

~~t No. 760 - Maintenance of Reservoirs and Tanks 

The staff's estimate of $2,100 is an average of the appli­

cane's recorded expenses over the past five years. We find this 

sum to be reasonable and it will be adopted. 

Account No. 761 ... Maintenance of Transmission 
& Distribution Mains 

The staff esttmate of $18,600 is a judgment figure based 

on recorded figures of applicant and practices of other large com­

panies. We find this figure to 'be re.lsonab1e and it will be 
adopted. 

~~t No. 763 - Ser..:ices 

The re.corded figure in 1961 was $20,.388. Applicant esti­

mated $25,250 in 1962 and the staff estimated $12,300. Applicant's 

figure appears reasonable and it will be adopted. 

Account No. 764 - Meters 

This account includes the allowance for the lO-year meter 

testing program. The recorded figure in 1961 "t-1~S $24,087" Ap-' 

plicant estimates $91,250, including the $35,.300 heretofore referred 

to for extra employees. The staff estimated $51,.200. We ftnd the 

staff's estimate to be reasonable, and it will be adopted. 
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Account No. 765 - RYG:D~ts 

We find t~: $SOC is re~sonable for this expense. 

From the foregoing it .:Ippears> and we find,. that tot.al 

sllowances of $692,834 Bt pr.esent rates Bnd $695,114 at proposed 

rates are reasonable for opc%'ation and maintenance expenses, and 

they will be .:Idoptcd. 

Adminis~ative and General Expcns~s 

A comparison between the 1961 recorded ~nd the ~pp1icant's 

and the staff's estimates for 1962, as well as the dollar .and per 

cent differences between the respective estimates, is set forth in 

the following tabulation: 

:Ac. : 
:No. 

791 
792 

79) 
794 
795 

796 
797 
798 
7* 
805 

COMPARISON 0:' S'rA...T:7 A1"D COMPA.."'r! 
~!ST?..A.TM ~"D GE::ERAJ.. 
AND M!S~r..Ur.."EOTJS EXPENs;'uS 

Item 
: 1961 : 1962 F,ot~t~: Co. ExeO!)eds Sttlf"f: 
:Reeordl=!d :$t.a!f : Com'Olln"c ~ k"-ou..",t : p~ CCtl't. : 

Admin. & Genera.l So.lorio~ t 79 ,DOe $ $7,400 $ 82,450 $(4%950) (5.7) % 
Ot"!':tee Supplies $( 

Other ~o 1),)86 12,700 13,;90 690 $.1. 
Pr.O~rt1 In.:n.lraneo 457 400 590 190 47.5 
Injurie~ & D~ge3 ll~ 7,800 
Emp1oym~t Pen~ions 

9,.480 1,680 7..1.5 

& Benefits 5,ll9 3?7oo 4,;50 ~ 2;.0 
Franehize Requ1rcmont::: 252 300 100 (200) (66.7) 
Regulatory Commission ~. 10,1)e 3,500 14,000 - -10,500 ;00.0 
Outside Scrv. Emplti. ll,l81 ),800 l6,7l0 12,910 339.7 
Mise. Genera.l Expenses 554 300 430 130 43.3 
Y.aint. of" Genll!X'a.1 Plant 11,049 1,500 9,930 8,.430 562.0 

Total Administrative 
& Ceneral Ex"en:::ez $l42,;62 $12l,400 $151,630 $:307 230 24.~ 

812 Ji.dmin. Exp. TrIlnS:!"Elrred ~ (2.834) $(l..:.9:QQ) $('2:'?30) $1,070 (27.4) 

(v:!) Tota.l Mice. Expon:::e. $ (2.834) $(;.900) 3(2.00) $1,.070 

Total Ad.ministra.tive &: 
Ccnero.l Expe~o3 3Jld. 
Y~seollaneous Expenses $139,728 $117,500 $148,800 $31,300 26.6 

(Rod Fi~o) 
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The differences ~o~al $31,300, applican~'s figure being 

the larger. 

Account No. 791 - Administrative and General Salaries 

The staff increased the 1961 recorded over-all total to 

permit the employment of a full-time accountant. We find the staff 

figure of $87,400 is reasonable. 

Account No. 792 - Office Supplies and Other Exp~ses 

!his is a judgment figure. Applicant's estimate of 

$13,390 is based on its recorded figure of $13,386 for 1961.. '!'his 

figure is reasonable and will be adopted. 

Acco\mt No. 793 - Property Insurance 

Applicant's figure of $590 will be adopted. 

Acco~t No. 794 - InjUries and Damages 

Applicant's figure is based on a. payroll which includes 

personnel not allowed herein. We find the staff's estimate of 

$7,800 is reasonable. 

Account No. 795 - Employees' Pfensions and Benefits 

Both estimates were based on ehe same method. However, 

applicant included employees not allowed herein. We find the 

staff's estimate of $3,700 to be reasonable. 

Account No. 796 - Franchise Requirements 

T11C staff's estimate of $300 is reasonable. 

Account No.. 797 - Regulatory Commission Expense 

Applica:..t estimated :~14,000 as the amortized portion of 

this expense for the year 1962.. This estinlate includes a portion 

of $62,270 in engineering services and studies, including the prep­

aration of Exhibit No. 1 herein and a depreciation study. ~ 
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addition, appli~3nt es~imDtcs $lO,vOO in leg~l fees, plus fureher 

engineering service expenses. 

The staff est~tcd $9,000 as 8 re~so~ble allowance 

spread over a perioe of three years for ~ll services for the reason, 

.~tTlong oth.ers, that mur;h of the cost of this. proceeding was c~u~e<i 

by applicant's failure to properly mnintain its records. !he staff 

allowed ~n adeitiona1 $500 for miseallaneous recurring items. We 

find t~t 3 resso~ble ~llowance for regulatory Comcission expense 

is $5,000. 

Account No. 798 - Outside Services EmPloyed 

The applicant's estimate of $16,710 appea~s excessive, 

based on it5 1961 recorded expense of $11,181, which included the 

services of a part-time accountant. This latter expense has been 

=emoved as applicant will employ a full-time accountant. Appli­

cane will have, however, litigation with the City of Norw~lk not 

heretofore encountered. A reasonable allowance for this should be 

included and in our opinion the s~ of $15,000, amortized over a 

period of three yea.rs, is reasonable. We find that $8,000 is 

reasonable for this expense and will be adopted .. 

Account No. 799 - Miseellancou~ General E~ses 

The staff's estimate of $300 is reasonable .. 

Account No. 805 - Maintenance of General Plant 

There is a difference of $&,430 between the staff's esti­

mate of $1,500 for 1962 and applicant's estimate of $9,930. Ibe 

staff estimate properly excludes transportation equipment mainte­

nance, which is considered unde= operation and maintenance expenses. 

We find the estimate of $1,500 is reasonable. 
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AeeOttnt No. 812 - Adminis~rative Exp~se Tr~nsferrc~ 

This ~ccount capitalizes certain administrative salaries. 

We find that the scaff's es:imated amount of $3,900 is reasonable. 

The total 1962 aeministrativc. and general expenses in­

eluded herein will be $124,080. 

Deprecia~ion 

The staff's estimate of depreciation cxpcn~e is $119,000, 

which is $36,480 lesz than the applicant's csttmate of $155,480. 

It appears that the difference is due mostly to the calculation of 

remaining lives. On the reeord herei'rl..I' and giving consideration to 

de~reciation accruals on adopted lS62 depreciable p12nt additions) 

we find $119,123 rc~sonable for depreciation expense in 1962. 

Applieant will be required to compute d~preciation expense by 

the straight-line remaining life method. 

Taxes Other Than on Income 

The applicant and the staff disagreed as to taxes other 

th~.n on income. The staff estimated that State Unemployment: Insur­

ance taxes would be $6,300, which is lower than the applicant's 

estimate of $6,630 due to the fact the applicant consi<icred several 

addition.a.l employees. We find that the staff's estimate is reason­

able a~d it will be adopted. 

The 5taff's estimate of Federal Un~lo~t Insurance 

taxes is greater than that of applicant due to the increase in 

rates from 0.3 of 1% used by the applicant to 0.8 of 1%, the &lleg~e 

pre5ent rate. We find that the staff's estimate of $2,000 is ree­

son~ble a~d it will be adopted. 

Both parties est~ted that Federal Insurance Contribu­

tion Act taxes will amount to $9,100. We find this figure to be 

=easonable and it will be adopted. 
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The staff capitalized $3,500 of the above taxes. !he 

applicant did not dispute such capitalization. We find the staff's 

figure reasonable and it will be adoptee! .. 

The applicant p=esented evidence tha1: its property tax 

rate in 1961 was 2.548671.. This percentage rate of the depreci­

ated u~ility plant value we have used of $6,539,811 equals $156,678, 

~::!:lich sum we hereby find will be a reasonable estimate of ad valorem 

taxes for 1.962 .. 

Vehicle taxes are not included as we find that such ~xes 

are properly included under operating and maintenance expenses. 

In addition to the above, there are local franchise fees 

and business license fees which tocal appro~tely $320 at present 

rates, and will total approximately $380 at the proposed rates. We 

find these figures reasonable and they 'Will be adopted herein. 

In addition to the foregoing, the City of Norwalk has 

lev:ted a:l. .o.sscss:nent in the nature of a franchise fee in the amount 

of 2'70 of the revenues from operZltions in the City. The applicant 

estimated that 23.37575% of its total revenues is derived from the 

city a.rea... We have found that applicant's 1962 revenues will be 

$1,505,300 at existing rates, and .?l,987,4oo at the proposed rates. 

'!'he resulting franchise fee will amo~t to $7,052 at the present 

rates, and $9,287 at the proposed rates. 

We do not state ~ opinion whether or not such a fee is 

legal, but we will allow it as a proper charge until its leg~.lity 

h.'ls been determined in the proper courts. We have been informed 

that such an action is contemplated by applieant, and a7Plieant 

will be o:dcred to infor:n the Cocmissicm. in writing if it is 

established that it is not liable for the p8ym~at of this fee to 

the City of No:walk. 
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Since this franchise fee is wholly and distinctly based 

upon a definable portion of applicant's gross revenuesfrom sale 

of wa~er in the City of Norwalk, it is reasonable that this charge 

should be borne by applicant's customers in that area alone. 

Acco~dingly, rates ~nd c~rges authorized by this decision will, 

for service render~d to customers in the City of Norcqalk, be 

subject to a surcharge of 2.04% to b~ adeed to billings 

for both general metered service and flet rate service. Schedules 

of rates authorized by this decision to be filed with the Commission 

i~ sccordance with General Order No. 96-A will contain this special 

condition. 

In summary, the total of the taxes other tnan income 

which we allow ~ere ~re as follows: 

Present Proposed 
aates 'Rates 

$ta~e Unemployment $ 6,300 $ 6,300 Federal Unem?loyment 2,000 2,000 
Federal Insurance Contribution Ae~ 9 1100 9 2100 

lotal 17,400. 17,400 

Less Tax Capitalized 3 z500 3 z500 

Net Payroll Taxes 13,900 13,900 

City and County Ad Valorem Tax l66,678 166,678 
Local Franchise Fees 200 260 Business Licenses 120 120 
City of Norwalk Tax 7z052 9,287 

Total $187,950 $190,24S 

T axes on Income 

Applicant's and staff's estimates of :revenues and expenses 

rcs~lt in di£fe4ences in the estimated income taxes. Applicant 

uses liberalized depreCiation in tabulatin~ its Federal income 

taxes. 
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!he Internal Revenue Ace of 1962 provides for a credit 

against taxes for 1nves~ent in qualified property acquired on and 

after January 1, 1962. The record herein includes sufficient 

information to determine the effect of this credi1:. ' We e.ake 

official notice that such a tax credit feature would result in 

an increase in net revenue when treated in accordance with the 

"flow through" basis which we adopt as reasonable. 

After giving effect to the revenues and expenses adopted 

herein) we compute and adope income tax in the amount of $124)711 

for the test year 1962 at present rates and $383) 990 8t proposed 

rates. This computation reflects a 5.5% State income tax rate 

and a srI. Federal income tax rate. 

Summary of Earnini,s 

To recapitulate, usino the figures herein adopted, we 

arrive at the followin~ summary of earnin~s for test year 1962 at 

present and proposed rates: 

S~~ OF EARNINGS 

. .. l?l:'esent .. Proposed . .. . .. Item .. Rates . Rates .. .. .. 
Ope rat int; :aevenues $1~SOS~3CO $1) 937,4CO 
Operation & 1~ntenance Zxpenses 692,834 695)ll4 Administrative & Genl. Expenses 124,080 124,080 ~preeiation 1l9,l23 ll9,123-Taxes Other Than on Income 187,950 190,245 Income Taxes 124z711 383!990 

Total Expenses $l,248-,698 $1)512,552 
Net aevenues 259)602 474,848 
Rate Base $3)944,351 $3,944,,351 
Rate of lteturn 6.581. 12.041. 
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Ra.1:e of Return 

Applicant seeks an 8.18 percent ra1:e of return on i~s 

claimed depreciated rate base of $4,072,250. It computed its 

capital structure as of December 31, 1960, and ~cember 31, 1961, 

as follows: 

Common Stock 
Earned. Surplus 
Funded lJeb1: 

CAPITAL STRUCTURE 

1961 -
$2,000,000 

548,334 
1,550,000 

Total Capitalization $4 ,098.,334 

1962 

$2,000,000 
659,440 

1,600,.000 

$4,259,440 

Applicant re~eS1:8 a return of 10.727. on its common 

equity 4nd compares such re1:urn with 10 other water companies 

with an average return on equity of 10.67%, rangittg from a high 

of 14.95% to .a low of 7.42%. 

The debt financing of applicant has been accomplished 

under very favorable conditions and the effective rate of fnter­

est of 3.487. obtained on the issuance of $2,000,000 of debt in 

1951 and 1952 comprises 1:he cost of all senior capital remaining 

in the compauy's capital structure on September 30, 1961. ~rhe 

cash flow from operations and other sources of funds not requiring 

the issuance of securities has been sufficient 1:0 provide for all 

capital outlays since 1952, including debt retirement. Future 

growth will apparently be limited and the principal capital expen­

ditures will relate to the providing of additional water supplies, 

replacing inadequate distribution facilities, and completing the 

metering program. Cash flow from earnings and depreciation ac­

cruals probably will suffice 1:0 provide funds for these purposes 

and it does not appear probable that additional external financing 

through debt or stock will be necessary .. 
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Applicant has the lowest operating expenses per customer 

and lowest rate base per customer of any Class A water utility in 

California. Considering these economies of operation, together 

with the quality of the water service applicant prOVides, we find 

that 8 rate of return of 7 .0'7. is reasonElble for applicant's opera­

tions for the test year 1962. Suct'l a rclte of return will provide 

for debt servicing and produce a return of approximately 9.07. on 

equity capital. 

With a rate of return of 7.0% applied to the test year 

rate base of. $3,944,351 found to be reasonable, there is a need for 

approximately $276,105 in net revenues, or $16,503 more than the net 

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

gross revenues of $36,802 is required to- produce such results. 

We find that the increases in rates to be authorized by 

the order herein will provide such additional gross revenue as 

will enable applicant to meet its expenses of operation and earn 

a fair and just return on its depreciated rate base hereinbefore 

found reasonable. 

We find that the increases in 'rates and charges author­

ized herein are reasonable and justified and that the present rates 

and charges, insofar as they differ from those prescribed herein, 

arc for the future unjust and unreasonable. 

Case No. 7305 was instituted p:lZimarily for the purpose of 

determining whether applieantfs rates should be reduced. As we 

have held that applicant is entitle<i to ~l rate increase, the in­

vestigation will be terminated. 

The staff investigated this company relative ,to service 

and facilities. The record shows that generally the applicant is 

providing a reasonably good service, but that it has soce systems 

with <lead ends, undersized and encrusted m.a.ins~ .and one source of 
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supply. These defects result: in several areas of low pressure~ 

sediment in the wa1:er and occasional interruptions of service. 

the staff stated that many of these dead ends are impractical to 

eliminate; ~hat some could bc elimtnated with¢ut excessive eost; 

that some inadequ..?te tr ... ··dns should be replaced; and that some of 

this work has been do'X).e in conjunction with applicant' 5 metering 

program. The sUI.ff also recoanended that o:>era~ l'ressures be 

raised in some areas, incl~ding specifically Areas 24 and 51, and 

added that an increase in personnel is justified for the purpose 

of flushing mains and providing. chlorinization and that sea.nd-by 

sources of supply should be developed in each of the present one­

well syctems. The ~ssion finds that these suggested 

improvemenes are reasonable and thllt the suggestions outlined 

above should. be followed. The order which follows will tllDke 

provision therefor. 

Applicant will be ordered to correct cereain deficiencies 

in its service and system as set forth in the order herein. 

o R D E R -_ ... - .... 

IT IS ORD~~ as foll<Y-,,"s: 

1. Pa.rk W.a.ter Comp.any is ~uthorized to file with this Com'" 

mic5ion~after the effective date of this order and in ecnformance 

with General Order No. 96-A, the schedules of rates for general 

metered service and flat rates attached to this order as 

Appendix A, and, upon not less 'Chan five days' notice to this 

Commission a~d to the publiC, to make such ra:O$ c££Cceive for 

service rendered on and after May l, 1963. 
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2. Concurrently with the filing authorized herein, Park 

Water Company is authorized and. directed to withd.raw and cancel 

by appropriate ad.vice letter its presently effective rate schedule 

No.1, General Metered Service, and its presently effective rate 

schedule No.2, General Flat Rate Service • 

.3. Park Water Company shall, within ninety clays afeer the 

effective date of this order, submit to this Commission in writing 

schedules and. plans for (a) eliminating dead ends iu the .service 

areas and the estimated. costs thereof; (b) replacing inadequate 

mains and the estimated costs thereof; (c) increasing pressures 

in service areas (particularly Areas 24 and 51) and checking all 

pressures and reporting eo the Commission the pressures in the 

various service areas; and (d) investigating possible stand-by 

sources of supply in the various systems, where necessary, and 

reporting to the Commission. 

4. Applicant shall determine the accruals to the depreciation 

reserve for each primary plant account by dividing the original cost 

of the utility plant, less estimated future net salvage, less 

depreciation reserve by the estimated remaining life of the surviv­

ing plant of the account. Applicant shall mske its first review 

and submit the results of the review to- this Coazmission within. one . 
hundred eighty days after the effective date of this order. There-

after. applicant shall review' the accruals of each plant account when 

major changes in utility plant compoSition occur and at intervals of 

not more eb.8n three years. The results of these reviews shall be . 

submitted to this Commi.ssion_ 

5. In tbeevene Park Water Company ceases to be liable for 

pa.yment of the City of Norwalk fee, it shall so inform the Commission 
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in writi'o.g not more than ten clays after such event and file revised 

tariffs to eliminate the surcharge to City of N01:Wslk customers. 

~. Application No. 43685 is ciismissed and Case No. 7305 

is termin.ated. 

The effective date of this order shall be fifteen days 

after the date hereof. 

Dated at ___ ~ .... ",_",_"""", ...... ", .... "_;~ .... ,,,?,,:-, __ , C.olifornia, this 

day of ___ ~_p_R_r ' ___ , 1963. 

/ 



APPLICABILITY 

APPENDlX A 
Pago 1 "t 2 

Sehe1ulo No. 1 

GENERAL METERED SERVICE 

Appl100ble to f.l.ll l:l¢tered -.n:.tcr ::IorV'ico. 

'l:'F.RR nORY 

('1') 

Portion::: of Artel!lia, Bo.ld1dn Park, BolltlO'Jer, Commorce, Compton, ('1') 
Do'lJl::loy,. Lyn .... ood, Montebello, l:or.ralk, Ps.rllJllOlXO.t, FiCO-Rivera, Santa. Fe I 
S:pring~,. SOuth Cato, llDd vicin1tie3, los Ango1e3 County, and the viein-
ities of: Chino f.l.nd BlOomington, San Bernardino Cotmty. ('1') 

~ Per Y.eter 
Per Month 

Q'IlS.nt1ty Rates: 

F1r=t 
Next 
Next 
Next 
N~xt 
Over 

1,000 eu.tt. or loo~ •••••••••••••••• 
1,000 cu.f't., per 100 cu.!"t.. • ....... .. 
8,000 euSt., per 100 eu .. !"t. • ••••••• 

90,000 eu.rt .. , per 100 eu.1"t. • ••••••• 
200,000 eu.ft .. , per 100 eu .. 1"t. • ....... . 
300,000 eu.f't., per 100 eu.rt. • ....... . 

For 5/8 x 3/ ~1n.eh :meter •.........•......... 
For 3/~ineh :meter ••.•....•....• -..... 
For ~1nch lteter -.~ ....... -.....•.•. 
For l~1neh :neter ........•... ~ ....... 
For 2-ineh mGtor ......•...•........• 
For .3-inch motor ......•.•......... ~. 
?or 4-1nell meter ....................... 
For 6-1ne~ mote:- ......................... 
For 8-inch motor ..................... 
For 10 .. 1neh meter •.•................. 

$ l.$O 
.15 
.. 12; 
.10 
.os 
.075 

$ l.50 
l.9O 
2.70 
4.20 
6 .. ;0 

ll.OO 
20.00 
40.00 
6$.00 

leO .. OO 

('3:) 
(1') 

(I) 

eX) 

Tho Zt.1niIl:um Ch:lrgo ".dll ontitle the eustomer ('1') 
to tho <:J,uo.n.tity o~ wter v'hieh that ",1"1"",,, I 
charge will purchase at the Q~tity Rates. ('1') 

SPECIAL CONDITION (N) 

All billing 'Wld.or thiz =ehedulo to eustomex'3 1n tile City of I 
Norwalk 1= oubj'<'et to a sureharge or 2.04%. (N) 



A ?PLICA BILIT"1 

APPENDJJ. A 
PA-go 2 o~ 2 

Schedule No. 2 

Applic~bl0 to all !1at rate wntor 30~CO. 

TERRITORY 

(1') 

PortiollZ of: Arto~1s., Bs.ldvi:l Po.rk, Bo~4"'J.O\otor, Cocmerce, Compton, (1') 
Do\tl'l.'l1'}7~ :::"yn'l."ood, }1onto'bcllo, NOl"'oJ.'ll,lk, PlU'a:nou:o:t, Pieo-Rivora., Santo. F~ I 
Springo, S<:>uth Ctlte, I\M vicinitie3, Los Angeles Count;r, and the vicin-
1t1o::: or Chino I\%.Id Bloomi:lg"ton, SIln. Bornn.rd.1no County. (t) 

For a 3inglo f'~ly rooid():ltie.l Wl1 t, or 
co::lCorcial 'Unit,. bcl'Uding pr(Qisez not 
excoeding 7,500 ~.rt. 1n nrea •••••••••• 

a.. For elleh a.ddi tional oingle ~a.::n1ly ro:::1-
dentW \On1t On tho ~o prom1:lez a.nd. 
oorv~d from the same sorvice coonection 

b. For GB.ch 100 3ct.f't. or premse::o in 
o~eeos or 7,500 o~.rt. • ....•...••.••.• 

SPECIA.L CO~TDITIONS 

Por Servic~ Comloetion 
p~ Month 

~1.60 

1.00 

(:::) 

(!{) 

(1') 

l. The abovo flat r~to~ ap~ly ~o oervica connoction: no~ lArger (T) 
than 0'0.0 ineh in dia.meter. 

2.. All service Lot covored by the above classifications sbo.ll 00 
~-n1shod only on a metered basis • 

3. For :::crvieo covered by the above clazs.:i.1"1eo.t10n0, if' tho 
utility or ~he customer so olects,. a motor shall be ~tallee and serv-
ice provided uncior Schodulo No.1, Coneral Meterod. Service. (-r) 

4. All b1 11bg und~ this schedule to eustoce:-, in the City or eN) 
NOr-.Jlllk i::: S".:.bjoet to a. :ru:cbtl:ge of 2.04%. eN) 


