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Decision No. ___ 6;;;..:7:..,:9 ... 0 .... ,:.9 __ 

BEFORE '!HE PUBLIC UTILITIES COMMISSION OF tHE STATE OF CALIFORNIA 

In the Matter of the Application of ) 
PARK WATER. COMPANY for authority ) 
to increase rates cb.a:z:sedfor water ). 
service to offset incr~ase in-Ad ) 
Valorem 'I'~xes; and salaries and ) 
wages. , ) 

) 

Application No. 46071 
(Filed January 2, 1964)­

(Amendment' filed June 17, 1964) 

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

Park Water Company (applicant) seeks authority to increase 

its rates for general metered and flat rate services to offset an 

increase in its salary and wage expenses. Applicant has in-

creased salaries and wages of its employees by 5-1/2 percent and has 

granted to certain of its employee's, in addition to said increase, 

a merit increase based on longevity. 

Applicant furnishes water to approximately 41,SOO ,customers 

in various areas in Los Angeles"County in, and in the'vicinity of, " 
,: r· . 

Compton, Bellflower, Paramount, ,Downey and Norwalk, plus areas in 

San Bernardino County. 

Applicant's rates were ,determined by Decision No.' 65205, 

dated Ap:ril 9', 1963, in Case Nc:.730S and Applications, Nos~ 43659 ' 

and 43685, and further increased for service within the area of the 

Central and West Basin Replenishment District by autbority of 

Decision No. 66257, dated November 5, 1963, in Application No. 

45649, to compensate for the increased cOSt of Metropolitan Water 

District water and exchange pool costs. 
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Applicant f s principal source of water is cert3in 

wells, supplecented by water purchased froQ Metropolitan W4ter 

District. l:t proposes ~ inc.rease its rates for general tletered 

service by 10 cents per 'Ceter per tlOnth and for general ,flat ra.te 

service by 10 cents per service connection per month for an additional 

amllJal revenue of approx:Lrilate1y $50,000. Its stated reasons for the 

increases are that they are necess<l.ry to offset incret1Ses since 1962 

of substantially the' sace amount of ad valore'C taxes, wages' .and 

salaries. 

Present and,cocpany proposed rates produce bimonthl, bills: 

as follows: 

" :P-resent:Froposed: increase : 
: ____________ ~Lc~e_a~t~io~n~ __________ :~Ra~te_s~: ___ Ra_'~twes __ :~Ac~~~~1m~t~:P_e_r __ C_e~n~t: 
: 

Los ~:Jeles COurl{7!:' Except 
Bald n Park & ¢in1~, 

,<;en.Flat Rite 5erv::.;(illc.res..) 
Avg,.Gen .Metered Sexv'. (incl.res.) 

, ' " , . 

San BernJlrdino County' and 
BaldW!nPark & Vi::inl~, 

Gen.Flat<, Ete Serv.;,-{iIlC .res.) 
Avg.Gen.Metercd· Se:r:v. (incl. res.) 

, " ' 

," 
, .' 

$3.40 $3,.60 $0.20 5.91. ' 
6.00 6.20 .20 3.3 

3.20 3.40 < .20 ,6.3 
5.80 6.00 .20 3,.4 

The staff, made detailed analyses of applicant's results 

of operation3 for· 1963. :ecorded .::mci 1964 est:i.t:lated. These analyses 

revea.lecl deficienc.ies and 'Q.O.tbet:lat1cal errors 1n applicant f s cocputa­

tions of revenues, expenses, rate bD.Ses and rates of return. At, 

the request .of the staff the applicant subtlitted an 8Qellded report of 

results of operations on June 16, 1964. The staff's analyses' of 

the aoended report showed only 'tlinor differences between the 'a.pp11-

Cl.lX'1t's and the staff 1 s estiI:Jates of revenues, expenses and rate bases. 
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The staff found only one significant difference between i~s and the 

applieant's est~te~tbat involving cOQPuta~ion of income ~axes. 

Tbe esticated results of opera~ions at the present 4nd proposed rates 

are a.s fo llows: 

· · : Staff :, ______ --=r~9~.:;.z.;;_....:E::.::s:.:t::;:ici.l=te.::;.x.;d=-"'II!:""' ___ ~_,.:~~: 
: 1963- :' : :to. Exceeas Staff: · · : Item :Adiusted: Stsff : CoOP.'ln~ :kiOunt :Per cent : 

Present Rates 

Oper.Revenues 
Oper .Expenses 
IncoQe Taxes 
Net Return 
Depr • Rate Base 
Rate 'of Return 

$1,597,840 
1,248,460' 

70,970 
278,410 ' 

4,09.>,800 
6.80% 

$'1,642,420 
1,296,150 

75-,330 
270,940 

4,189',600 
6.477. 

proPosed Rates 

Oper. Revenues 
Oper. Expenses 
Incot:IC Taxes 
Net Return 
Depr. Rate Base 
Rate of Return 

$1,692,240 
1,296,380 

100,552 
295',308·, 

4,1891.600 
1.051-

(Red F:igure) 

$1,643,575. $ <fW 0.1'; 
1,292,341 , 54(3) 

116,,438· ~4 cr 
234,796 ' ~ 

4,152,956, , ~ 
5.65% • ,. 

$1,69~,~96· $ ~:qt. .1 1,292,34l;::, ,(3) 
142~, 718: Q4 4:L:9 
258".33-7 ,~ , 

4,152,956: ~. 
6.22% '. 3 1. -

* The cotilpany submtted only the figures shown llt COt:lp."lny proposed 
rates. The figures shown ~~ present rates ~ere cocputed by the 
staff on the comp~y basis fro~ inforcation contained in the 
cotlp.tlrJ.y's <ltJended results of operc'ltion report. 

In its forecast the applicant used a feder~l inCOt:1etax 

rate of 50 per cent while the staff usecl the 48. per cent rate 

effective JllnUD.ry 1, 1965. Of the difference of $42,166 shown on 

the tabulation· Wove, $5,100 is the result of the different tax rates 

utilized; $33,500 of the recaining c11fference 1s the result of' 

~pplicant's erroneously excluding froe its incot:1e tax deductions 
'. ' 

$38',000 of depreciation expense and its inclusion of ered!ts to 

-3-



·' e 
. A. 46071 Amd. ied * 

deductions of $29,000, consisting mainly of rate case expense 

c1a'imed as tax deduction in prior years. 

Concerning expenses other than income taxes, the diffe~-
, 

ence in estimates is only .3 percent, the applicant being,.less 

than the staff.. Most of this is accounted for by the staff's 

uSing the $35 per a'cre-foo·t price for purchased water: 'whichib'e­

came effective July l, 1964, while the applicant' used the previous 

price of. $33 per acre-foot .. 

The Cotmniss1on fin<1s that the staff's estimates, as 

hereinabove sutmllarized, reasonably represent the results of ap­

plicant's operations for 1964; that the applicant's presently 

filed rates for water service would produce an unreasonably low 

rate' of return for the year 1964,and that for the year '1964 

estimated the earnings are deficient; the Commission conclude's 

that the applicant is entitled to finanCial relief~ 

The Commission further finds that the revenues which 

will be produced by the. rates proposed by the applicant are 

reasonable; tholt the rate of return of approximately 7 percent 

which would result from the granting of the application is reason­

able; that the increases in rates and charges authorized herein 

are justified, and that the -present: :rates and charges. insofar' as 
they differ from those prescribecl, herein are for the future unjust 

and unreasonable. A public bearing is not necessary'. We conclude 

that ehe application should be granted. 

I 

IT IS- ORDERED that Park Water Company is _ autl:Lorized to 

file with this CommiSSion aftertbe effective date of this. order 
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and in confor:cance with Genernl Order No. 96"'A, the schedules of 

rates for genera.l metered service and fla.t rate ·servicea.ttac:hed 

to this order as Appendix A, and upon not less than five days' 

notice to this Cot:lQission and to the public to tl3ke such rates 

effective for service rendered on snd after NovCtlbcr 5, 1964 • ./ 

The effective da.te of this order shall be f.ifteen days 

after the d.:l.te hereof. 

Date.:j at ____ S3:0. __ Fran __ dSco _____ , California, this il:2L!..-' 

cU.ty of ___ ..w$ ... EP_T_E_rYl_BE;;,;.R~ __ , 1964. 

-U~~dtd~~· 
. . .' ,PRlsIaent 

... '~." l'I" ....... '. , • 

\ .,." :;.fIoo'" 
, ... :......... ~..," •• ' \,jo \ 

I" 
. ... ./ 

.J' 
• .,r .,. 

-
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APPLICABILITY 

APPENDIX A 
Page 1 .,1' 4 

Sched.ulo No.1 

GENERAL METERED SERVICE 

Applicable to all motered. water servico., 

TERRITORY 

Portions of Artcsi.'l", Bellflower'" Commerco" Compton" Dor,moy" 
LynwOl"td" Montebello" Norwalk" Paramount" Pico-Rivora", Santa Fo 
Springs" South G~te" and vicinities" Lo:, Angeles County. 

RATES 

Quantity Rates: 

Per Meter 
Por Month: 

First 1,000 cu. fi. or less • .. • .. .. • • .. • • • • 
Next 1,,000 cu. £t., por 100 cu. £t. ,,' .......... . 

$l.70 (I) 
.1$ 

Next 8,,000 cu. fi." pcr 100 cu. ft .......... . 
Next 90,,000 cu. fi •. " pcr 100 cu • .f't. • " • • • • • .. 
Next 200,,000 cu~ ft., per 100 cu .. i't .......... . 
Over 300",000 cu. £t., per 100 cu. ft. • .. .... .. 

Minimu.--n Charge: 

For SIS x3/4-inchmeter 
For 3/4-inch,metcr · .. .. · · · · ,'. .. • · .. .. • $ .. · .' · .. · .. .. • • • • .. .. 
For l-inch,meter, • .. · .. · • · .. .. • e" , • 

For l~inCh'moter; .. · · .. · · .. · .. · .. ., · .. 
For 2-inch meter .. · · • • .. .. · • .. .. .. · .. 
For' 3-ineh meter .. .. · .. · .. · .. .. • · • 
For 4-ineh meter .. • " .. · .. · · .. · · .. .. • 
For 6-ineh meter .. .. • .. .. • .. .. .. • · .. • • 
For 8-1neh'l!1oter • .. .. .. • .. .. .. · .. .. ,,' 
For 10-inchmetor .. • " .. · .. .. • • .. .. .. • • 

The Minimum C~ge will entitle the customer to the 
quantity o.f' water which th.1t minimUll'l. chargo will 
purchase at the QQantity Rates. 

SPECIAL CONDITION 

-12$ 
.10 
.08-
.07S, 

1.70,. 
2.10, 
2.90:', 
4.40;, 
6.,70" 

11.00,. 
20 .. 00," 
40.00 
6$.00, 

100,.00 

AllbilliXlg \U'lder ,this sehed.ulc . to' customers in tho City of Norwalk 
10 subj,ect to a s'Urchargo o!,Z.04%. 

(I) 

I 
(I) 
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APPLICt.B Itrrr 

APPENDIX A 
Page 2 of 4 

Schedule No. 2 

GENERAL FLAT RATE SERVICE -----_ ....... _-

Applicable to all flat rate water ~ervice. 

TERRITORY 

• 

Portions of Arte~ia., Bellflower, Commerce, Compton, Dowey", 
~wood" Montebello" Norwalk" Paramount" Pico-Rivera" Santa Fe 
Springs, So~th Gate" and vicinities". los Angelos County. ' 

, 

RATES 

For .a. single fami~ X'csidcntioll \mit" 
or comex-cial 'Ilni t" including premises 
n"t exceeding 7 "SOO sq. ft. in area • • • 

a. For each additiollal single family 
residential uni~ on the same premises 
and se:-viced!romthe S3mC service 
connection • • • • • • • ... • • .. • .. 

• • • • 

• • •• 

b. For each 100, :::q. ft. of premise:; , in 
excess o£ 7,$00 sq. !t .. , .... • .. . _ .. . . . . . 

SPECIAL CONDITIONS 

Per Service" Connection 
Per ,Month 

$1~80 

,1.00 

..02 

1.. 'the ariove:t:l.a.t ratos apply to service connections not larger' 
than one' inch in diameter .. 

2. All sorviee not covered. 'by the above ela:::.:::i!ications shall be 
furnished. onlY on a metered bas~ .. 

3. For service covored by the above classi!ications, it the utility 
or tho customer SO elects, a moter sh.all 'be inst..allcd .md. service proVided 
under Schedule No.1, General Metered Service. 

4. All biDing und.er thi~-sehodule to cu.stomcrs in the City of Norwalk 
i~ subjoet to .a surchargo of 2.04%.' " 

(I) 
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APPENDIX A 
~age :3 of 4 

Schedule No. LS-1 

GENERAL METERED SERVICE 

APPLICABILITY 

Applic3b1c to all metorod wator,3crvice. 

TERRITORY· 

Baldwi.."'l. Park and vicinity ~ Los Angeles CO\U'lty ~ and tho 
v1cinities of Chino and Bloomington~ San Born;uodino County. 

RATES, . 

Quantity Ratos: 

First l~ ceo eu.. ft. "'r loss • • .. • • • • • • .. .. 
Noxt l~OOO cu. ft.> por 100 cu.. ft· ......... .. 
Next 8,000 cu. ft., per 100 cu. ft. .. • .. .. • .. .. 
Next 90~OOOeu. ft.,. per loo~. ft ............ . 
Next 200~OOO cu. ft. ~ per 100 cu.. ft. • • • .. .. 
OVer :300TCOO CIi. ft., per 100' CIl. ft·. .. • • ....... 

For 5/8 x 3!4;'ineh me tor 
For 3J4-ineh'metcr 
For l-ineh meter 
For l~ineh motor 
For 2-1nch meter 
For 3-ineh meter 
For 4-inehmoter 
Far 6-ineh meter 
For 8-ineh metor 
For 10-inch motex-

• • • • • • • • • ill • • • 

.. .. .. .. .. . . .. . . . -· .... . . . . . . . · ............. . · . . . . . . ,. . . ,.. . . · . . . . . . . . . ... . , , .' . . . . . . . . . . . . , 

., . .. . . . . . . . ... 
· . . . .. . . - . '. . . . · . .. .. . . . . . . . .. 

Per 'Meter 
Per Month ' 

$1.60 (I) 
.l$ 
.l2S' 
.10 
.08 
.,07S· 

$",1.60, (I) 

2 .. 00, 1 2.80, . 
1J..30. . 
6.60. (I) 

11.00 
20.00" . 
40.00,· 
6$.00-

100.00· 

'!ho ~ CMx"ge will anti tle the customor 
to the q,u.o.ntity ':1£ water which that mir:dmum. 
charge wi!l pureMsc at. the Quant1ty-Ra.tes. 
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APPLICABILITY 

APPENDIX A 
Page 4 of 4 

Schedule No. IS-2 

GENERA.I. ~ ~ ;;,;SER ........ :tTI;;;.;C-.E 

Applieablo to all flat rate water service .. 

TERRITORY 

Bald-Win Park and. vicinity., Los Angelos County" and the -nc1nit1es 
or Chino and. BlOOmington, San Bernardino County .. 

RATES 

For a sing1e!amilY residential unit" 
or commerc1a.l unit., including premises 
not exeeeding 7,,$00 sq;. !t. in are~ .... ,oo 

a.. For each add.i t10nal single family 
residential unit on tho ~ame premises 
and served from the same service 

. . . . 

Per Service Connection 
Per Month 

$1.70 

connoct:i.on -. • .. • .. OO." ..... • • • • • • • .. 1.00 

boo For . each 100 set. ft. of premises in 
excess of 7,,500 sq,. ft. •.•••••••• 

SPECIAL CONDITIONS 

.02 

1. Thcabove nat, ra't()s apply to servioe connectiOns not larger 
than one inch in d.ia:moter .. 

2. All service not covered 'by the a'bO'lfc cl:l.ssitiea.tions shal1'bo 
furnished only on a. metered basis. 

3. FO'r sorv1ee covered. by the a.bove elassi.f'1cations, if the utility 
or tho c'llstomer so elects .. a meter shall be wtWed and serv1ee proV1ded 
under Schcdule No. IS-l" General Moterod Serv1ce. 

(I) 

'1",' 

, , 

, " 
~.; ',' 

·t' .... 
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D 67909 1 Application No. 46071 

COMMISSIONER PETER· E. MITCHELL DISSENTING: 

A brief review of the rate proeeedings of this appliean:t 

before the Commission should be registered so that the majority 

decision is presented in its proper context. 

On April 9, 1963, Decision No. 65205 authorized a rate of 

return to Park Water Company of 7% and an increase in gross revenu~ 

of $36,802 AAr year. The publie hearings consumed eight days of 

hearing and one day for oral· arg\1mcnt. 

on November 5, 1963, Deeision No. 66257 approved an in-

crease in gross revenue to Park Water Company of $50« 022 -ps;r zear 

to offse't; additional water costs to the company_ This was an ~ .. 

parte decision. 

On September 22, 1964 (Application No. 46071, filed 

January 2, 1964) ~ the instant decision of the majority grants the 

Park Water C~y another gross revenue increase of $50,000 per 

yea.r. This, te», was issued ex· parte,. supposedly an offset 'for 

sala.:ies and wages and ad valorem taxes. But the unvarnished: fact 
,., ; 

"',' 

is thi:G was not an offset increase nor was it treated as such -
either by the staff or the decision. 

This deCision, signed by the maj.ori ty of the Commission, 

is a t=::.ical general rate proceeding - two wi thin eighteen months 

for this applicant. It is predicated not upon an offset to a par-

ticular expense item but upon an analysis of the revenues,. expenses,. 

rate base, and rate of return of the applicant - without a thorough 

and p~lic review. Indeed, this decision is an attempt· to- maintain 

the applieant at an invarial:>le 7% rate of return. 
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Application No. 46071 was filed on Janu~ 2, 1964. It 

states,that: 

"Applicant seeks authority to increase its rates 

for general metered and flat rate service'to 
" , 

offset an increase' in ad valorem taxes which 

has been incurred. 

" Applicant further seeks authority to increase 

its rates for general metered and flat rate 

service to offset an increase in salaries, and 

wage expenses whiCh applicant proposes to in-

cur with the' approval Of this Commission. Ap-

plicant proposes to increase salaries and wages 

of its employees by five and one-half per cent 

(5~) and to grant to· certain of its employees" 

in addition to said increase, a merit inerease 

based on longevity." 
r 

The applicant requested that a Commission order accom-

plishing the above be issued ex parte. 

Sul>sequently, as a result of a conference held on May 26 « 

1964 , between the Company and the Commission' s staff, the Company 

submitted an amended report on its results of operation for 1963" 

recorded and adjusted and 1964 estimated. 

Tho majority deCision of September 22, 1964, finds: Ma 

:~ public hearing is:, nO,t ,necessary. We conclude that the application . 

should be granted." 

I disagree. A pUblic hearing is necessary on a rate appli-

cation of a major utility. 1'he application as fi~ed has ~ been 

granted. No allocation is shown in the decision for the increa.sed, 
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D 67909, Application No. 64071 

salaries and wages or ad valorem taxes sought by the applicant. It 

can not be made based upon the record., other adjustments to'reve-

nuos, expenses and r~te base are contained in the staff study and 

findings of the decision. Apparently, the only constant value 

utilized was a 7% rate of return. 

The unor~odox treatment dissembled in this decision is 

not harmonious or equitable with the consideration we have accorded 

other utilities in this State. ',Fluctuation of a rate of retw:n 

heretofore has always been a recognized tenet of regulation, cir-

cumscribed within a zone of reasonableness. 

Can we deny that the ad valorem taxes of every maj.or' 

utility in the State have increased year after year? Or, that 

eve~ major utility would like to reward its employees with volun-

tary wage increases and merit advances? 

Why, then, sin~le out, one major utility, inaugurate ex 

parte treatment, sUP29sedly allow them an offset, and neglect other 

utilities? If the majority is to be consistent, why not seek out 

utilities that are in excess of our last authorized rate of return 

and give their consumers some relief- even as here, if it is: only 

lO¢ per month? 

Far from opposing annual examination of utilities by this 

Commission, I have long been in favor. To reiterate what I- proposed 
11 

two years ago: "it is not sufficient for a. public utilities 

commission to wait until a r~te application is £ilod:or a rate 

investigation is opened to dete~ne if the rates of a utilit~ are 

fair and reasonable." 

Y "Regulation and the Space Age tt 
- Spee,=h before the Conference of 

PUblic 'O'tility Counsel, State Bar of Califoxnia Conven1?io:o;,. 
September 20, 196Z. 
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Then, as now, I advocated a program of annual review of 

all major utilities in this State, on a formal· record~ to insure 

a fair and .reasonable rate to all parties: the utili ties, the 

customers, the carriers, the shippers. 

O.r, indeed, what is the alternative that confronts us? 

To: contiD.uc as we have in the past? In Case No. 7409, dated 

July 26, 196~, the Commission instituted an investigation into the 

rates and operations of the Pacific Telephone and Telegraph ~ 
y 

pany.. After .!2. days of· hearing, interim Decision No. 67369' was 
11 

signed on Juno 11, 1964. T.bere are still ~urther objectives, in 

case No. 7409, including rate spread, settlements and other'items, 

yet to be determined. M~anwhilc" neither the telephone industry 

nor its eu.stomers nor the Commission can proceed with assurance as 

to ~ or ~ any of these matters will ultimately be decided. 

The Commission, the. consumer representatives, and the 

utilities must all streamline their procedures under·the Public 

Utilities Act if we are to maintain alert, timely regulation. An 

expedited annual review of every utility should be a sine ~ non 

of this Commission. We have an experienced and infor.med Commission 

that is al:>le to keep abreast of the times. We should do so. 

Y The previous rate decision was Decision No·. 56652 issued 
May 6, 1958. 

]I Now on appeal to the California Supreme Court. 
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Therefore, if we stahilize the Park Water Company at a 

fixed rate of retum by an annual review, we should do the same 

for every utility in the' State' and on a public record., 

',. 

San Francisco, California , . 

S~tCrribe:r 28·, 1964 

.' .' 

" : 
1.1, 

~ 

" . 

".-. 
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