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Decision No. 

BEFORE 'r.1E PUBLIC UTILITIES COMMISSIOL'J OF TdE STATE OF CALIFORl~IA 

In the Y~tter of the Application ) 
of AZUSA VAJ.:I.Zl TN'ATER COMP&'W) ) 
a corporation, for authorization ) 
to increase rates and charges for ) 
water service. ) 

-----------------------------) 

Application No. 46206 
(Filed .February 18., 1964) 

Gibson, Dunn 5c Crutcher, by Raymond L. Curran, 
for applicant. 

Hara; C. Williams, for the Cities of West 
vina and AZUsa; Paul D. Foxworthy, for 

the City of Azus~; .::nd Vern "MCNeese, for 
Suburba.n Water Systems; interested'" parties. 

Frank G. C3m?bell, Jerry Jr. Levander, and 
Raymond E. Hey tens, for the commission staff. 

OPINION - .... ~ ... ---
By this .application, Azusa Vall~y 'V1D,ter Company seel«; 

authority to increase its rates for general metered, public fire 

hydrant, private fire protectiotl, eo'tlS1:ructioD ~1ater I aDd haulage 

sc:ovlcc, by aD atlDua1 .!lIllOU1"Jt of approximately $336:000, based on its 

'estimate of 1964 operatio7Js, or 55.21._ No increase 1'0 rD.tcs 1s sought 

for limited measuxed irrigatio7J water service. 

Public hearings were held before Examiner v7arner on May 6., 

1964, and July 15, 1964, at Covina. One letter has been received 

from a customer protesting the proposed increase, and one cus.tomer 

appeared to protest the app1ic~tion. No complaints regarding 

service conditions were entered. 

As of December 31, 1963, applicant was providing irriga­

tion service to 26 customers, and 13,076 domestic, commercial".and . 

industrial customers were being provided general metered service. 

Applicant was granted a certificate of public convenience and nec~s­

sity to 'operate as a public utility by Decision No. 47713, dated. 
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September 16, 1952, in Application No. 33275. Its predecessor and 

parent company,. The Azusa Irrigating Company,. a mutU41 water company,. 

was incorporated in l886 for the purpose of delivering both domestic 

and irrigation water to its stockholders. Tt1e Irrigating company 

ceased operations on December 31, 1963" .and since that time applicant 

has been furnishing both domestic and irrigation water service. At 

the preeent time, the Irrigating company is in the process of dis­

tributing 37,296 sllares of the common stock of appl!cant to ,the 

mutual shareholders on the basis of 4 shares of applicant's 

common stoe!c for each outstanding share of the mutual. Upon the 

completion of such distribution and liquidation the Irrigating 

company will be dissolved. 

Applicant's service area includes a portion of the 'Cities 

of Azusa, Covina, West Covina, Glendora and Irwindale, and adjoining 

Los Angeles Co~ty territory extending from the San Gabriel Mountain 

foothills on the north to the San Be~rdino Freeway on the south. 

The water supply is obtained from three sources, (1) 4 wells lo­

cated in the main San Gabriel River Basin and 2 wells located in the 

intermediate San Ga.briel River Basin; (2) surface water runoff from 

the San Gabriel River the domestic portion of whieh is filtered at ."l ' 

new Canyon filtration plant lOCAted at the mouth of the San Gabriel 

River Canyon; and (3) emergency cross connections with the municipal 

water systems of the Cities of Azusa, Covina, a.nd Glendora. 

Applicant alleged that, during the year 1963 adjUsted,. it 

realized a ~ate of return under its present rates of only 3.3210, 

and would realize a rate of return of only 2.34% in the estimated 

year 1964 under those ratee. The present rates were established, in 

the year 1952, and applicant ha.s made substantial investments in its 

utility plant since then. In addition :i.t alleged that, since 1952, 
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there have been substantial increases in operating expenses as a 

result of increases in the cost of wages and salaries and increases 

tn ad valorem taxes. 

Applicant's present rates are compared with those proposed 

in the application in the following tabulation: 

Qy.antity Rat~ 

First 1,000 cu~£t. or less 
Nexe 4,000 eu.ft., per 100 eu.ft .. 
Next 5,000 eu.ft., per 100 eu.ft .. 
Next 40,000 cu .. ft., per 100 cu .. ft. 
Over 50,000 eu.£t., per 100 eu.ft. 
First 500 cu.ft.or less 
Next 3,500 cu.ft:.,per 100 cu.ft. 
Next 6,000 cu .. ft.,per 100 eu.ft. 
Next 10,000 eu.£t .. ,pe1: 100 eu .. ft. 
Over 20,000 cu.ft., per 100 eu.ft. 

PER METER PER MONTH 
P%esent-'- 'l>r'Oposed. 

$- 2 .. 00 
..15 
.10 
.08 
.06 

$ 2'.00 
.23 
.20 
.15. 
.13 

The record shows that the average monthly water cons~tion 

is approximately 1,900 cubic feet per residential customer. At the 

present rates, the charge for suer. consumption is $3.3S; at the 

proposed rates such charge would be $5.22 , an increase of 55.81.. 

Exhibit No.7, submitted by applicant's accountant, is 

a report on applicant's results of operations for the year 1963 

as recorded, and for the year 1963 adjusted and the test year 1964 

3t present and proposed rates. 

Exhibit No. 10, submitted by a Cormnission staff accountant 

and a Cotm:lission staff engineer, is a report on applicant's. results 

of operations fox the year 1963 adjusted and the year 1964 estimated 

at p:esent and proposed rates. 

Exhibit No. 11 is a comparison of the earnings data. foy. 
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the year 1964 contained in Exhibits l~os. 7 and 10, and such data 

are summarized it'J the followi:llg tabulation: 

COMPAR ISON OF COMPANY AND STAFF 
SUMMARY onARW:rncs 
-(per Ex .. 'No. 11) 

-Year nu Estimated --:-.. .. 
.. . 

Item 
~--------~-------~~--
Operating Revenues 

Oper. & Maintenance Exp .. 
Admin. & General Exp. 
Taxes Other than Income 
Taxes Based on Income 
Depreciation 

Total Oper.. Exp. 

$ 

~~~nt Rates Proposed Rates : 
Per ~o. : J.5er PUC : Per Co. : Pex FlJC : 
Ex.No.7 : Ex.No • ..lO : Eti:..No.7 : Ex.No.lO: 

609',447 $ 617,900 $, 945,576 $, 957,300 

254,769 256~OOO 256,935 257,SOO 
104,017 79,600 108:,417 79,600 

93,8·77 100,100 93,877 104,500 
100 2,300 146,,642 166)100 

114~210 116 2700 114~210 116,700 
566,97l 554,'~ 720,OS! 724, i'm5 

42,474 ·63,200 225,495· 232,600 Net Revenue 

Rate Base 

Rate of Return 

3,907,000 3,730,000 3,907,000 3,730,000 

l.li. 1.7% 5.81.' ,6, .. 21. 

Analysis of the preceding tabulation discloses no sub­

stantial or significant differences between the cCQp.otly aDd se.a.ff 

estimates of applicant's rates of return and their components at 

present aDd proposed rates, except in the estimates of administrative 

'alld genera.l and miscellane.ous expenses, taxes, ~:.Dd rate base. Ot'Jly· 

major dlffer~ces will be discussed hereinafter. 

!he staff accountant testified that operating results for 

the year 196~ had been adjusted to reduce expenses for items that 

more properly should have been capitalized, the net effect of which, 

after allowance fox additional ir.come taxes, would be a reduction 

in expense for the year, of $5,.590. This witness further testified 

that applic~t had misclassified certain expenditures as between 

expense categories. 

Staff estimates of administrative and general expense 
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included adjustments to administrative and general salarie's to 

exclude supervisory time properly chargeable ~o other groups of 

expenses, and included regulatory commission expense,. in the amount 

of $25,.000, spread over a 5 ... year period. 

S·taff estimates of ad valorem taxes were adjusted for the 

inclusion of the Canyon filtration plant and the irrigation system 

on a full-year basis. Federal income taxes estimated by the staff, 

included $8)500 of additional taxes representing the income tax on 

the unrefunded portion of aClva.nces for cons,t:ruetion which Fedexal 

tax agency rulings have tr~ated as normal income at the' expiration 

of the refund period and subject to income tax provisions. 

Staff estfmatcs of utility pl~nt as· of December 31, 1962, 

include additive adjustments, of $406)000 fox the cost of water 

rights; $206,641 for the acquisition of tile irrigation system ex'" 

cluding water righes; $429)700 for the Canyon filtration plant and 

supply line; Olnd $67,240 £ox the yeax 1963 adjusted and $156,,600 

for the year 1964 estimated for weighted net plant add~tions. 

Applicant's estimates of utility plant for rate base purposes 

included water rights at no value, which would produce a rate of 

::et:u:rn of 1.2% at pxcsent rates and 6.3% at pxoposeo. rates, watex 

rights at a value of $350,000, which would produce a. rate of return 

of 1.1% at present rates and. 5·. 8% a~ proposed 2:ates as shown· in the 

preceding tabulation; and water xights at a value of $600,000, which 

would produce a rate of return of 1.0% at present rates and 5.4% 

at proposed rates. 

Exhibit No.9 shows the development by a.pplicant's counsel 

of original costs for the establishment and presexvation of watex 

rights by the Irrigating company and itspredeeessors . 
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EXhibit No. 10 was the development by the staff engineer of ,the 

o:iglnal costs of water rights. The costs developed in Exhibits Nos. 

9 ~d 10 differ in that (1) the staff witness dis~llowed $13,225 

on the groucd that applicant aDd its predecessors had not actually 

expetlded the smot:Ots cl&imed in Exhibit No.9' ill eOrJrJectiotl ~it..lt 

certai1'l leeal cODtroversi.es aIltedati'Dg 1900, 3lld (2) the staff wit­

ness dis:l.llowed $34,619 expended in defcXlse of cort4ill cla.imed'pu:npiXlS 

rights on the ground ~~t such rights have ~o~ yet been judicially 

cletermined. 

The 81:0.=f e'Dgineer rec:olllmeDd'ed de~ial of applicllDt f s re­

quest to change 1ts present tariffs for construction water aod ~~ulage 

service, "Which. provide that installation and removal charges be 

actual costs, to provide for a $15 installati.on and removal chsrgc 

£l:od a $10 mi'Dimum charge) both pa.yable iD ~dVaxlCC, a.:ld qt.:8lltity 

chc:rgcs idexlt:'cal to general metered serV"lce elutrses. Ap~licaDt 
I 

suggested that the determination of actual costs DOW provided in its 

toxiffs "Would cost more tha:o the service was worth, but had made no 

study to support its suggestion. 

Exhibit No. 12, submitted by the staff aecoutltant - f:l.Darl­

cial witoess, 1s a report on applicaDtfs eost of money and rate of 

return. Said exhibit shows that if estimated losses from irrigation 

operations of approximately $9,750, together with related rate base, 

for the year 1964 were eliminated) the rate ofreturD' 0'0 total oper­

ations of 6.2% would be iDereased to approximately 6.6%. He recom­

mended that the rate of returD of 6.2% estimated by the staff at 

proposed rates be adopted as reasoDable in this p:oceediDg, ~d 

testified that the Det revenue of $232,600 for .the test year 1964 

a.t proposed rates would provi<:1e'suff1cl'eDt'earni:ogs to service debt 
" iDterest, preferred dividends, arJd a returD of approximately 8'.3% on 

adjusted equi~ capital. 
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Based on the evidence the CommissioD finds· as follows: 

1. The estimates of applicant r S :r~te base and results of 

opcratioXlS submitted in Exhibit No. lO .are more precise and accurate 

and are more in conformity with practicesusua11y accepted al)d 

adopted by the Commission thaD are the estimates submitted by appli­

Cal)t. The staff estimates are adopted herein as reasonablyrepre­

seDtiDg the resul~s of operations •. 

2. Applicant's rate of return for the year 1964 estimated at 

its presently filed rates for water service is deficieDt aDO applicant 

is in need of financial relief. 

3. The rate of retur1.'l of 6.2% for the year 1964 at the rates 

proposed in the application as estimated by the Commission staff in 

Exhibit No. 10 is reasonable. 

4. Applicant's proposal to establish a fixed installation aDd 

removal charge and a fixed ~nimum charge for construction water and 

haulage service has not been justified. Applicarl't's Rule No. l3~ 

temporary service, provides that the applicant for such service will 

be required to pay to the utility iD advance the estimated net cost 

of iDstalliDg acd remOving the facilities Decessary to furnish the 

service. Applicant's proposal herein is therefore not Decessary. 

5. the increases in rates and' charges authorized hereiDare 

justified, 8.Xld they are rcaso:oable. The present rates and elutrges, 

insofar as they differ f:t'om those hereit1 prescribed, are for 'the 

future Utljust and UDreasotlable. 

It is eo:oc1uded that the application should be granted as 

set forth hereinafter. 

OJ.~DER. ... _-.- .... 

IT IS ORDERED that: 

1. a. Azusa Valley Water ComPaDY. is' authorized to file the 

scbedules of rates attached hereto as Appendix A and upon not less 
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than five days' notice ~o the Commission aDd to the public, to ~e 

such rates effective for service rendered OD aDd after October 1, 

1964. 

b. CoDc.urrent1y with the filing authorized herein, Azusa 

Valley Water Company is authorized to withdraw and cancel byappropr1-
I 

ate advice letter its presently effective rate schedule$as follows: 

Schedule No.2, Flat Rates - Special; 

Schedule No.4, Haulage Rates. 

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

applicant shall file with the Commission four copies of a compre­

hensive map draWD to an indicated scale of Dot more than 400 feee 

to the iDCh, delineating by appropriate markings the various tracts 

of laDd and territory served; the pr:L:ccipal water productiOD, storage, 

aDd distribution facilities; aDd the location of the· various· water 

system properties of applicaot. 

The effective date of this order shall be twenty days after 

the date hereof. 

Dated at~ ____ ",_~n_," ... Fm-..:..o.l' _'r\ ... ""'.jr .... !t;;~o ___ , Califo:rD1a, dl1s I ~1 

d f SEPTEMBER 1964 ay 0 ___________ , • 

.-
4- ~4qA'-( a~;~~ 
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COiiiiiiissiODers- . 

Comm1~:::1oner Po'to:r- E •. M:l.tchell,.bO:l.ng 
nOC'OS!lcr1ly c'b~e1'lt. d16. not part:!.c1pc.to 
1:1 'tho 41:::po:iUon or th1::: procoQ~1rlg. 

.' 
" 



e 
A. LL6206, ow 

AP?tICAB nI'I'Y 

APPENDIX A 
p;.ge 1 of LL 

Schedule No. 1 

GENERAI. METERED SERVICE 

APplicable to all motered. water service. 

TERRITORY 

Portions of Azusa, Covina, Glendora., Irwindale, Wost 
Covina, .:md vicinity, Los Angeles County. 

Quantity Rates: 

First 
Next 
Next 
Next 
Over 

$00 eu.ft. or less ••••••••••••••• 
3,$00 cuSt., per 100 cu.1't ......... . 
6,.000 eu .. .1't., per 100 cu.1't ........ . 

10,000 eu • .1't., per 100 cu.1't ....... . 
20,000 eu.£t., per loo eu .. 1't ........ . 

Minim1.1m Charge:. . 

Fer Meter 
Per Month 

$ 2.00 
.23 
.20 
.1$ 
.13 

(1') 
(T)' 

(I) 
I 

I 

(±) 

For Sl8 x 3lLL-inch meter ••••••••••••••••••• $ 2.00:': 
For "ILL-inch. moter ........................ ,3.00 (I) 
For 1-inch metor ........................ $ .• 00 
For 1-1/2-inch moter ...................... 8.00 
For 2-inch. meter ............. oo.oooo... ..• • l2.oo 
F~r 3-inch meter ...................... 18.00 
For LL-ineh meter ................. ~... 30.00 
Fer 6-inch meter .................... SO.OO 
For 8-inch meter ....................... 80.00 (X) 

The Minimum Charge will entitle the 
consumer to the quantity of water which 
that xninintum charge will purchase 
at tho ~tity Rates .. 
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APPLICABILITY 

APPENDIX A 
Page 2 of 4 

Sehedule No. 4 

PRIVATE FIRE PROTECTION SERVICE (T) 

Applicable to all water. service furnished to privately (T) 
~ed fire protection systems. (T) 

TERRITORY 

Portions or Azusa, Covina, Glendora, Indndalc, West 
Covina and vicinity, Los Angeles County • 

RATE -

(T) 
(T) . 

For each inch or d1alneter or service connection.. $2.00 (I) 

SPECIAL CONDITIONS 

1. The fire protection service connection shall 
be installed by the utility and the cost paid by the 
applicant. Such payment shall not be subject to refund. 

~. The minimum.di3metcr for !ire protection service 
sMll be !o'Ur inches, and the maximum d.1:ameter :mill be not 
more than the dia:n.eter of the m.o.in to which the sorvice is 
connected .. 

(N) 

.. 
'~ : 

3. It a distribution main or D.dequate size to servo a 
priv~te fire protection system in .addition to all other normal 
service does not exist in tho street or alley adjacent to the 
premises to be served~ then a. =:ervice m.'l.in from the nearest· 
existing main of adequate capacity shall be installed by the 
utility and the cost p.ud by the .applicant. Such payment 
shall not be ~Ubjeet to refund. 

"" " .. 
(N)-

(Continued) , .'/ .-
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APPENDIX A. 
Page :3 or 4 

Schedule No. 4 

PRIVATE FIRE PROTECTION SERVICE 

SPECIAL CONDITIONS (Continued) 

h. Service hereunder is tor private tire protection systems 
to which no connection= for other than tire protection pU'I:'Poses" 
;rc allowed and which are regularly inspected by the tmderwr1ters 
having jurisd.iction" aro installed. aceordi."lg to speci!icat.ions 
ot the utility" and. arc ms.intained. to the s.g,tisf~ction "r the ' 
utility. The utility ~ install the standard. d.etector type 
meter approved by the Board ot Fire Underwriters tor protceti~ 
against theft" leakage or waste or water and the cost p3i~ by 
the applie3%l.t. Such payment shall not be subject to re.fur.'d." 

S. Th.e utility will supply only' such water at such prcsm:.re 
as '!'flaY' be avail.aOle from time to time as a result of its norma..1. 
operation ot the system.. ,I" • . 

" I 

eN) 

. 
~' (N) 
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APPLICABILITY 

APPENDIX A 
Page 4 of 4 

Schedule No. S 

PUBUC FIRE HYDRANT SERVICE 

(N) 

(N) 

Appl1c~ble to all fire hydrant service !urni~hed to munic- (T) 
1p3lit1e3" duly orgolnized fire districts zd other politiea.l , 
subdivi=ions of the S~te~ do) 

TERRITORY 

Portion: of Azusa" Covina" Glendora" Irwindale" Wast COVina (T) 
and vicinity, Los Angelos County. (T) 

RATE -
Por Month 

For each hydrant .......•......................• $2.$0. 

SPECIAL CONDITIONS· 

l. For water delivered for other than fire protection 
l'urposcs, charges will bo xnade at the qUMtity rates under 
Schedule No.1, Gcnera.l MeterodServicc. 

2.. The cost of :l.netalla.tion and maintenance of hydrants 
will be borne by the publie authority. 

3.. Relocation of any hydrant shall be at the expense· of the 
partY~~0quOSting relocation. 

4.. The utility will supply only such water at such proosure 
as may be a.vailable from time to time as the re.sul t of its normal 
operation of the ~stem. 

(I) 

(N) 

I 

i 
I , 

(N) 


