
'. . BR /cls • 
Decision No. 69489 

BEFORE I"'U: PUBLIC UTILITIES COMMISSION OF 'XEZS'IA:IE OF CALIFORNIA. 

In the Mattex of the Application ) 
of SAN GABRIEL VPJ.:I.Ef. WATER COMPANY, I 
for authority to inereaserates for 

Application N~. 46970' ',' 
(Filed, September ·11 ) ,1964) , 

water service :in its Fontana 
Division. 

--------------------------------) 
Donald D. Stark and John E. ,Skelton, 

for applicant. Reana F .. Ra~er, for ehe City of Fontana,. 
an s:amue Brender) in propria persona; 
interested ~ties. ' 

Hesdames 'liTilll.am K. Davis,. :<athXyn Sar1ck,. 
Chules E. Gude,. sarah ~J.3.nuel,. hazel L .. 
"l'ucker,. Frank hermanns, Rose Sberman,. 
Paull.ne L. howard,. l.n propria personae,. 
~r£aret JOhnSon"for Civic and Political 
League ana ~Jorcll Fontana Women's Club, and 
Messrs. Stephan Frankem,. W .. A. Thomley, 
LOuis L. Larson, and Josepn Nunn, in 
propria personae; protestants. 

CY;'il ~r. Saroyan, Robert W.. '3e~dslee,. and 
Raymond E. rleyten5, for the COmmission staff.' 

OPINION 
.-.-..-. -- - _ ... -" 

San CabrielValley Watex Company seeks .a.u1:bority to' 

increase me rates for water servi.ce iu1ts Fontana Division, , 
, , 

presently consisting of its Fontana. and Hi8bl and Limited: Tempora=y . 

and Highland tariff areas:. by an annual amoUnt of approximately 

$296,.000 based on ~ts estimates of operations for eheyear 1964. 

Ibis would be au over-all increase of 37.3: per cent. Authority to 

eO'Cllbine the tariff axeas into one schedule is also requested •. 

Public bearings were held before Examiner Warner, on 

October 2~, 196fi-, FebruaTy 24, 25 and' 26,· and Maxeh 18 and 19, 

1965, at Fontana •. Sevual. custome%'S appeared to protest· 1:he 
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applicatio~ and pet1tioxu; containing :;ome 455 s1gnature~ and one 

lette:: have been X'ceeivcC: protc3t1ns tZle ap?l1.cation~ and' 

their receipt was noted on the xeco:rd. A petition contaitl:i:ng the 

signatures of l4 membexs of the North Fontana Women 's.Club re­
questing service by applicant thereto has also been reeeived and 

" , 

its 'receipt noted fo'r the record. 'One of applicant's customers, 

who is a former director of Fontana., Union:, Water Company~tbe 

mu1:Ual water eompany from which applicant obtains its water sup­

plies, moved that the Commission investigate the mutual. !he 
,. 

matter and the motion "Were submitted on tile last named date' 'subjeet 

to the filing of briefs by cot.mSelsfor a.pplicant and the Commission, ' 

staff, wbich were received on May 10, 1965,. The Ci1:Y of 'Fontana 

filed a memorandum. on May 2S ,,: 1965, 'taking the position tha.cpro­

posed improvements should' be put in service before being considered 

as a part of rate base; txeatment cOS.ts of 'water fromLyt1~ Creek 

are excessive; the cost of the extension of water lines to the 

City's Southwest Industrial A%ea" development of which by tbeCity . . 

is proceeding" should be included; and an inve'st1gation of Fone.ana 

Union is warranted. 

• ..1:1, 

I :: 
I "c. 

Applicant alleged, as tbebasis for its application," 

that a n\llDber of varied factors have eonttibl.1ted to cont1xluing , ·l:·,~· 
.... - . 

4ttricion of the rate of retw:n in its. Fon1:ana, Divisi.on,. making it " 

neeessal:Y for said Division ts revenues t<> be augmented' by inCreased:. 

rates. As of April 1, 1964, the COS1: of water suppliec-by Fontana 

Union Water Company was ina eased 25 per cent from 3 cents per 

miner's itl.ch boU1' ($18.15 per acre foot) to ?r3/4cents per mine:'s 

inch hour ($22.69 per acre foot). Other factors contributing to 

increased e:cpen$es .havo been continued ns1ng wage$~taxe$~ 'tltlO' 

COS1:. of ~'"'ny services, tllDteri.zls Stl.C supplies') ,Appl1eant further 

". 
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.lllegce tha't pursuan't to orderscontaincd in 'Decision. .No:. 64S74~" 

dai;cd November 27 ~ 1962, in AP?11cetion No. 44053:, tbel~st Fontana 
" 

Division ra'Ce ease~ it bas ~dc substantial capital 1nvc~t­

metl.'C in facilities which do n~t produce commensurate ina~ased 

:evenues. 

As of December 31,. 1964~' total utility plant ,ill appli-' . . 

cant's Whittier, El Monte, and Fontana Divisions amounted to 

$l4,429,.423.43~ with related depre:ciation reserve of $2,.824,.686 .. 67. 
'. . 

Total operating revenues fortbe y~ 1964 were $3,00.s'~342:S6. 

Wa'Ce:: service was being furnisbed'Co 49,026 commercial and ,316 

industrial metered custome:s.' 'Ih~re were also fivecorm:nercial, flat 
, , 

rate, 156 private fire cotmectio1lS, and' 2,895 pcblic fire bydrants 

on applican'C's systems. 'Ib.ere Wel:4i 133 employees. 

As sbown in Exhibit No.3~ ~.:lter service wasbei:lg fur­

nished in the Fontan.cl Division to 13,.380 active service-sas ,of 

December 31,. 1964.: This W.Q::;' au in~e.!lce of ~411dUr:tt:g the ,year • '!he 

C01:!I:Ili::;.sion staff cctimatee 'in s.cid exhibit eet tber¢" WO\lld.·'Oc ,en, 

~verllSc of 12,972 bi=lonthly c~ciDl, 94 :co:lthly industtial, end 13 
.. 

large i~<.1ustr1al active se~ces in': the l'ontalla ~f' area~ Ilnd' 440 

commercial bimonthly active services in the Highland t:ariff area ~ 

for an average toW of 13.~519 active services'during the year 1965. 

!be Fontana Division service. area is sparsely settled 

and requires large amounts of distribution maills for:tbe .m.u:::ibe::of 

customers served. I'C slopes d~ard from north to south with an 
, ;', 

elevation differential· ofapproxl.mate1y SOO f~et" which'req....d.res the 
,', 

division of the water system. into three precsure zones. App1i-
, , ' 

cant purchase~ the Fontana Water C¢mpany' s water system in the 

year 1945 and aCcled' the Highland tariff 'sreasystem 'tln'<?ugh the 

acquisition of Highland Eaven Mutual. Water Company in the. year 1955. 
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Eaehsystem was poorly constructed 'with md~y long,. small-diameter,. 

steel distribution pipes ,wbich have deteJ:iorat~d an~ ,leaked' and 
, .' , " 

have required,. and will require) repairS =0 rcplllccment. Recog-

nizing this, the Commission in Decision No. 64574,. supra.,. directed 

appl:icant to submit a pl~ of system-wide improvement specifically' 

det~dled for the three years foll~~ 1962, and also, directed 

applicant to, take steps necessary to bring water service in the 

Highland tariff area up tostand.a:ds required by 'General Order 

No. 103. 

Applicant obta5ns its water supplies-, 'solely , from' 

Fontana Union Water Company, of whose 15,000 outstanding, shares, of 
, 

stock,. as of September 22, 1964" 3,7S8-S1l2shares ,or 2.> .. 26 ~,cent 

were owned by applicant. The mutual's sources of water supply ,are 

a portion of the nmoff from Lytle Creek,. wells, and 2 c~ections 

with the Chino Basin MunicipD1 'V1Dtcr District ~', ~':,~aseD.cy, of 
• • • c '.' , 

r , 

the Metropo1it3n VTater Distr1.ct of Soutbcrri ~l:tforn1a(najD). , 

E..~b1t No. 12 show~ that in the year 1964, 73.4> per cent of 

Fontan.3 Un!on's water W3S produced bywe11s; 13.62' percent waS 

obtained from gravity sources; .::lnd 12.93 per cent frOl:l M-m. In 

the years 1961 ehrough 1964~ sDid pere6:l.tt!ges v.;'lr:ted from 82.31 

per cent 'to 35.9£ per cent from. wells;.60.45· per·cent to; 10.62 

per cent from. gr.:lVity; and 3.63, per' cent to 12.93 per cent . from M-m. 

Font~~ Union's costs of operation vary with the availabil­

ity, of sources' of supply. 'toTete:r from well sources is, substnnt:[~lly 

cheaper than thoat purch~sed from. M-m ($8.72pe: ~cre~foot, for ,the" 

former versus $30 per acre-foot fortbe latter)., SOurces': of supply 

are controlled and affected by weather condit!ons, pr1.m.9rily snoWfell: 

and rainfall, ..:md by ground water b.:3s!ti levels. there'maY:'be some- ' 

limit to Fontana Union's ground water production rights.' The most ' 
"'\; , . 

economical source is utilized to its capacity. 
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Over the past several years , the. mutual has assessed 
II ;' ,: 

stockbolde:s $7.00 pel: share, a'Dllually~. the proeee~s of which ,have: ' 

been used to finance capital improvements and suvice and reti-re 

debt~ but more recently to defray operating costs~ 

Exhibit No. 16 is Fontana' Unionfsannual, report for the 

yeax January 1" 1964 to t,ecembel: 31, 1964. It shows no debt. It 

shows assessment 'revenues of $105,) 000 and excess of revenues over 

expenses of $69,497.34. ?tior· to the year 1958" when the· Commission" , , 

studied the subject in connection with San. Gabriel 's. FontSna 

Division rate increase Application No. 39866, the entixe aSsessment 
, , 

had been included as. an operating expense for rate-making purposes~, 

Since 1958" and in Decision No .. 5732&, dated September 10, 1955, 
. , . 

in said application, the excess of assessment, revenues over the 

mutual's operating expenses has been:consic1ered to be a capital 
: ' , 

item and additive to rate base. , 

Applic:mt's. p:esent rates became eff~ctive' Januaxy 1, 

1963, and they are cOt:lpa%ed in tbe following tabulation w:ttbtbe 

rates proposed in the application' andwitb those authorized 

. hereinafter: 

',I 

'-5- . 
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COMPARISON OF PRESENT, PROPOSED t AND AUTHORIZED RATES 

: ?rcsent R:J.tes . . :'ont:ana. Di,,·ision . .. .. .. .. r'onUlla Tariff . . .. .. .' .. 
.. .. and Highland .. .. .. .. .. .' .. .. . Limited Tem.- :Higbland aoposed Authorized : . .. .. 

Rates Ieem .. 22rarv Tariff : 'l'a:iff : 'ROltes .. 
: .. .. 

Per Ne-ccr p~ Month-

QU~:Il:ti 1:y Rates: 
Firs.t 800 cu.ft:. 
or less $ 2.30 $ 2.70 ' $ 3 .. 35 

Nexel; 700· cu.ft. > 
pe: 100 eu.ft~. .16 

Nexe2,.500, eu.ft:.~ 
per, lOOcu...ft. .14 

Ove:< 5~"OOO" cu.ft~? 
per 100cu.ft. .11 

.18, .. 2l 

.. 15, .13 

~13: LS' ' .' , 
',' 

, Fixst SOO cu.ft. 
or less: $ 2.90 ' 

'Next:'4,.200 C'U~ft.,. 
per'lOO cu .. f'C.' 

Over's.,.OOO- 0; .. £1:., 
per ,100 eu~ft., 

, .18:,' 

!he pxesent rates contain a te:o.po%arytariff,. for :he· 

Highland area limited to customers not receiving wate:: service 

meeting the xe~ui%emenes of Gene-ral Ol:der No. 103 .. 

At the present rates,. the ch.uge for monthly consUlllP'tJ.on 

of 2>500 cu. ft. in the FontaDa and highland Limited Tempo::ary 

ta::iff ':axeas is $5.02; 't.m<ler ~e proposed rates this cha:ge 'W~uld 

be $6 .. 92', an inezease of $1.90,. O'.r 37.8 per cec.t; and it the· 

4utboxized rates such ch.:n'ge will be $5.96; an incrc<:!sc j of. 
'. 

$0.94:. or 18.7 per cent. The, present cbarge fo= 2:, 000, cu"t)~c 

feet of wet~r uSDg~ 1n the- Righlatld tariff Qree is' $4 .. 8&; 

at the proposed rates ~ such charge would: be $5.87,., .au increase of 
, ' , 

$1 .. 01) or 20.8 per cent;, and at the author:i.ze<i :rates ~uch:~ge 
, 

will be $5.06~ lin increase of $0·.20, 0:::- 4.1 per ccnt'~ 
~ 

'Ibe Commission staff conc:u:rxed', in appliCln~ is' :eq:;lest 
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to combine the two general metered service sehed~les into one 

schedule and to reuin the l~ted temporary general metered 

service schedule untU 'the few remaining custom~s are tr.ensfe::red J:I.' ,... . , 
to mains with adequate pressure. Iu aCdition, the, staff recom-

t:ended that the general mete'reo service l:at~ scbed'OJ.e be· Simpli£ied 
, . " 

by combin.i:lg the 1,700 cu. ft. block and the 2,500 ~-. ft. block ' 

in~o one 4,200 cu. ft. block. 
<' 

Exhibit C attached 'to the application; subc:1ttec, by , 

applicant's consulting ~eering witness> :ts,'J' report' onappli­

cantts syst<:tl-wide operations for tl'le year 1965 -recor<lcd,ancl.:ld­

juste<l and for the year 1964 estit:l3:ted a: present and pr¢posed rates. 

Said Exhib~t shows total company rate of return fortheesticated 

year 1964 at present 1:atesof 4.64 pel: cent, andatraeespro?Oscd~ 

in the ins~t application 0::' 6.04 per cent. 

EXhibit D attaCbedtothc application, 5~bc1ttcd ~y 

applicant's consulting engineering 'witness, isa report on applicant's 

ope-raeions in its Font=~ Division for the ye:;.r 1963 recorded and 

.. adjusted and for· the y~ 1964 estimated at p~esent' and p::opOsed 

rates. Exhibit No.3, subrJ.i.ttec by ~ Commission staff accountant 

and Comcissi¢~. staff, e:n6ine~1:s> is e :re~rt on applicant's ope:rat:ions 

in the Fontana Division for the yeaxs 1964 and 1965 estimated2.t 

present and proposed: rateS.. Applicant submitted xiocst~te 0: its 
, 7" . 'l~ 

" 1965 operatiO'.OS. Staff recocmendcd t1::~ use·,of theestlm:s.ted year 

1965 as the test yea: for ee se~e:tng of rates~ in the Fo:o.ta:lA 

Division. 

Ihe following· eabulatiOn SllmJMrizes the' ea.."'"'Dingsdat3. 

contained in Exhibit No.3 for ee ycal:S 1964 and 1965'~ estimated: " 

11 

o o. 

By lette: applicant stated.tb.at adeqaate <listribut:ton 
faci11t1c;s bave- now been inst311~C::, and rec;.uested that 
Schedule ... -lo .. FOH-lIX, pertaining to' 11m:tted tempora%y ' 
gener.;ll meterec. service, be wi;thdrawn. 
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.. .. . .. 
Item 

SAN GA.'SRIEL VAI:J.EY WA.1'ER COi:-1?f..NY 
F01~ b1V~16N 

StJMMA..;.TI' OF 'EARNINGS, 
(per tx1l. No. 3) 

Year 1964 zstimated 

"" , .' 

1'.1' , 

.. .. .. .. 

Ope:r. Rev. 
(ThOUSaD.GS of Dollars 

$ 794.a $ 873.l ~ 1,091.0 $ 1,194~7 

Oper. Ext>. 
Dep:rec. 
Taxes 

Subtotal 

Net Rev. 

Rate':o.=se 

Rate of Return 

644 ... & 
80.8 

7~ 
73~7' 

3,317.9 

2~2Z7. 

639'.6 647.0, '639:.6" 
76~8 8O.S 76.8: 

.72.2' 147.2', 20S.9· 
733.6 $:75.;0" 922.3-

84.7 21&.0' 272;.:4 
, 

3,,064 .. 0, 3,311'.9:",: 3.,064.0; 
.,' -

'2.761. 6.511.· 8.S97~'··' 
" 

Year 1965' Estimated ' 

:.', Oper. Rev. 
/. 

897.1· ' 

667.2 
81.~ 
75 .. 2 

1,227.0 

6&7.2 ' 
~l'.& . 

Oper .. Exp. 
Depree. 
Taxes 

:Subtotal 

Net Rev .. 

Rate :sase 
Rate of R.eturn. 

824.0 

'73 .. 1 ' 

3,289:.0", 

2.227. 

(Red figure) 

19~.9 
~4i.7 

279.3.· 
" 

,', 

''',.. 
8.497. 

The principal differences in earnings' estimates between 

applic:a:o.t and the staff are 1::1. t:letbocls used ancresults obtained in 

estimaeing operating, revenues 7 the est:U:lates of, Fontana Union' over,-' ' 

assessments to be charged to ope:ra'tingexpenseor~dded to rat:e 

base, mai:l.tenance and repair of met:erse~es, rate base, 'and. 

rate of return. 

In:' estimating. revenues, appl:::'cant made no· ~eather. 

adjustment to recorded data for ·'the years~:lS.s.sthrough 1963· and 
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lowered 1963. recorded ~lc$ by apply:£.Dgthe 9-year.9vc~a8e un­

accounted for water to the 1963 production. The staff ~ iu' Exhibit 

No.3> utilized applicant's b.:tsic data for the years 1:955 'tbrougb1963 

and eliminated variations due- to rainfall .:md temperature by 3 

graphical method ecscribcd llS the "Be3nMe'thod of GraphieMu1~:[plC 
" , Correlation" J which method was adopted by thc' Comm1ssionas re'asonablc 

in several Cecisions in ap~licat1ons to incrcase rates for wate:, 

scrv.Lce in the years 1964 and 1965. The staff'-rcvenue, cstil::l.<Jtes for 
. I..,' 

the ye:::.: 1964 exceed applicant 1 s by $?8:.400: at' present, rates and' 

$103> 700 o3t proposed r.3tes. In Exhibit ,No. 14:t lJPpl:[cant submitted 

a revised revenue' estimate for the year 1964.gt pres~t ',and' propo~d ' 

rates based 0:1 1964 recorded data. 

Tbe' followiug tabulation compa=es revenue estimlltes :at 
present and propose~ rates for the years 1964 and 1965 contained fn 

Exh:tb:tt D, and in Exhibits Nos. 14 and 3: 

COMPARISON OF OPERATING: REVENUE ESTIMA'IES 

: 1964 : 1965 . : 
----------.--------~~~.----------~.~--------~.--~~--~ . . . 

: Company 
:Per Exh.D 

$ 794.8, 

1~091.0 

. . ,. . .. 
: Co. Revised : Staff Per : Recorded : Staff Per : 
: Per Exh. 14 : Exh. 3 : Per Exh.S,· :-Exb. 3 

$ 826.2 

1~132 .. 6 

(ThousandS of dollars) 

Present Rates 

$- 0.73.3 

Proposed Rates' ::_, 

1,,194·7 

.' 
" 

-9-
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The staff made ~ adj ustment for ratc-mekingpurposes, to' . 

:rate base for ove:assessments levied; ¢tl' applicant's holdings of 

Fon~ Union Water Company stock following the principle,adopted 

by: the Commission in Decision No_ 64574" supra. ,on, xeceipt>d~ring 
:~. I . '. , • 

the course of the' hea::1ngs> of recorded data for' the yeal: 1964, ~l!-

c~t contcnecd that the staff~s percentage of overassessment :e~10 
".' , ' : 

was excessive alld tha1: there .should bean"add~tive a:c1justxt~t,of. 
$-17 >390 in the staff expenses for 1964:. The- st.:£f:.- inrcbattal, con-

I • • , 

tended that its estimates we%e sound :,having been based on/a'normal 

period, (year~ 1958th%ough ,the £i%st. 10 months' of· the year' 1964) > • 
, . , 

rather 'l:l1a.U, a single yea:r >: and! depended. on t:.onaal use of water 'flows) 

from Lytle Creek. Exhibit No. 17 wassubmitteclby: the staf~ to s~::t" . . \ , " 

its estil:ultes. The staff further contended that~ if cpplicant's:Jrgu­

merits' were ut>bele.~ the need for installation and operation o£,TO!.cro 

st:eiller equipment on Lytle Craek l~8;er som:ces' aue. other phases~f 
Lytle Creek water -:>roeuction operations would'requ:Ll:e, e' stuGy . ...:h:.tch,· 

he tcst1f1ec~ b~ h~d not ~dc. 
~ , ; 

!be diffel:e%lce in estimates of meter :repai:z:' expense sub-. 

I:Iittcc.by ap;>licent 81lC the staff fortbe yecr 1964 is·$9:,.I40;~'Ihis· 
, . 

is p~ima:ri1y accounted for by the fact' that applicant ' included not 

O1:)ly p:z:ogrammed meter repair expense, bT.:tcasual ty inspection andrc­

pair expen9Qo~ where~s the staff norm.al1zce. recordc,d expense.s'beOOd on. 
. . 

a lO-year mete: test program,. using one-tenth of the 1964 =eters to' 
~ . 

" '. 
be tested and repaired at applicant's experienced costs. 

. I 

Exhibit No'. 5 3Ud testimony thereon by the COm?~nY 
,I 

inCicctc that the company proposes to T!Wke atU:el~· fi1~ ..nth ":.be ,'" . ,v' 

Inter1:l.al Revenue Servi:ce requesting. pcxmission for .e'~ cbange-.in 

tlccountiug Itetbods 'Which" in effect, w.lll"allowtbe company' 'to' 
... ; :,,; 

. ' 
-10-
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take liberalized acprcciation on plant additions i~talled since 

1954. Berth the company Lmd the s-~~ff utilized the 'll.ber31izce· 

cepreciation x:C'thod in estimating incOtte t.3XCS for 1964 .:me the 
" . 

staff die. so for 1965-. A staff witness testi£:Led" tb..'3t sbo'lld the 

comP.3uy's request be granted it would: increase the estimate<! rate 

of :ceturn at proposc<! rotes by .• 42 pe'r ceutfor 1965. The-.com?~y : 

will be ordered to notify theCom::n.s~1on promptly~. should,this, ',' 
','- I 

-: "f 

eventually take p1~ce~' so that. en app~opriateacja$tt:lenttci.r~es 

m/Jy be mnde. 
. ,. . 

The difference 'between applicaD.t t s ..:rnd the staff·' s rate' 

base est~tcs for the year 1964 is $253~920 and ~ounts to:S.3 

per cen~. It is c~~used by applicant'S. havitl5 includee$S6S,450: 
, , 

of plant on a rollback basiS, whereas tbe st.:Jff included' $568:,500. 

Ap?11cant contendedtbat the Commission in Decision No. 64574, 
'I,. ' .. 
I ' 

scpra, had or(!ered it to: improve its system so substantially'~ 
, " 

that its 1964 bueget of $505~169 (Exh1bitNo. 9) aDditz: 1965-
, , , 

budget of $631,400 (Exhibit No.6), to,tal1ng net transmi~s:ton.ane 

distribution 1)lant acC:tt1ons for the years 1964 "and' 1965 o{ " 

$1,J36~569~ were reo.uired. '!be staff included nort:la1ized addi­

tions, of $200,000 for each of the YC3rs 1964 ~nci..19G5, plus r0-11-
. :1 

'b~ck ?13ut of $3101000~ for total ~dd1tions to AeeouDt 343, 

Tr~ssl.on and Distribution Mains" for' the years 1964 and 1965 

of $710,000. !'be record shows that gross a editions to Aecount 343 ' 
• I , .' I 

since 1953-. h~ve been as fOllows: 1958; $-103~OOO; 1959~$97 ~'OOO:; 
" • • .' " • " • > ",:. ':1." 

1960~ $26,,000;. 1961, $38~000; 1962, $7S,000;and 1963~$167,OOO:" 

vlli!lc conceding ~e desirability of upgraMng the =~sm:Lss:r.on 

.:me distribution system~ 1:hc staff, couteuaeC: th.3t such upgrcC:tng 
':,~ I~' , . , 

was not required to be ~ccompl1sheGWithin :he' short perlodclaitr.ed 

by applicant (.-md therefore tot.:llly 1uc::Lud3blein.rate:'ba~);. '" 

-11-
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Another item of difference~ although not largedc>lla:rw1se ", 
. . . ,. 

but involving a principle, is· the staff"s inclusion of the ., estimat~d 
cost of the lot adjoiDing tbe El'Moute general office in uciliey 

pl.:lnt. Applicant included the cost at the' currcnt",;m.arltet:>pr1ce p~id 
, .' ,I '. ; . : '. , 

by .:lpplicant to Veseo~ wbereas tbe staff' 1nclucled .t.his item, .at the:, 
", \ . 

or1g!Il31 cost to Vesco~ since the latter hadpurcbased it and:,rented 
, '. . 

it to applie~nt as a parking, lotformauy years~an(lVesco?'sfo:mer " 

chairman had also been 03I:!.d is applicant'$ cbairm.::Jn. 

Applicant contcndedthat a rate of return of 6.5' per cent 

on its Fontana division operations is: required. A s'taff accountant: 
, I. '. • 

in Exhibit No. 3re-::ommended a rate of re~of 6.10 per, cent,,. 

wi tbout h.DVing taken into cons1~er.;Jtion 3' deel1x:d.ng trend iU,rate 

of return. Such decline between the yeaxs 1964 .:Ine1965. estimated. 

is shown. i:n Exhi.b1t No. 3 to be .4 per· cent. He reco'lllXtended,~' 

10 per cent :return on that portion of, apI>11cant,'s commonst'eck' 

equity applicable tc) Fontana, ant! Exhi.bitNo. J.showsthat' s~eh 
" , " 

return on eq,uity would require a rate of return of 6.02:' percent on 

Font~na rate base, .ossl1m:i~that %a~. base and, capital1.zat:to~ '.ore 

ident1cal. 

Exhibit: No.3 shows .that .opplicClUt b~s made eons1der3ble 

improvements. to elilninate excessively h16h or low pressures; many 

present low pressure complaints result· from customers on' Uiaeequate 

piping; there are some complaints- 'regardiDg dirty water" .snd 'said' 

problem is usaally temporarily unavo!da~le because of- a sudd~ ch'ange 

in stream flow or well pumping,characteristics;. the installation of 

.add1t1on.91 proposecl water t'reat:ent equipment 'Will help, .clleVi..'lte . 
" , 

t~rb:tc water problet:lS as well as some occasional taste and ,odor' ' 
.. 

problcZ.; . and some' localized substandard cond:tt:(ons,; will slowly., 
.• ~ • , , f , . # .'. ' .... 

~pr6ve:' with applicant r $' ,continuing overall:' 1tnprovemeutprogr.am., ' ' 
. " ' " , . ,. 

\-,' 

-12-
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Some customers in the Highland tariff areaeomplained 

of what they considered to be excessiveiy hi8ll bimontblywater bills) 

some of wbich were submitted as samples in Exhibit No. 1, .. ' A recor~ 

of the exp&ience of each bill was sUbmitted', as part of said Exhibit', 

by applicant at tile Commission '8 request~ 

Members of the North Fon.tana Women's Clubbave, been 
, , 

advised by applicant that an extension to serve the club would eos~ 

$3-,250. At the direction of the' presiding officer, the' club had be~ . 

a<ivised to contact applicant and '.if ll~t satisfic4~,.refex' t:he,~tter .,' 

to the Commission in writing.. Thi~ bas been done,: by a lett.e'l: f'l:olll 

the club seaetary, received on May 25:, 1965. 

!he Commission has reviewed the evidence andCOXlS:A.derec 

the petitions of customers protesting .the application, the petition, 

of North Footan.'l Womon's Club members fo: water sel:~ce to.tbeir cl~b, 
, 

'the motion' of a customer for an ~vest:[gation of FoUtanaUni~:wat~1:' 
, ',1 

Company" the memorand\lIll of the City of ,Fontana" tbe's~leSil1s in: .. " 

Exhibit No.1, and: 'the axgu:menes of counsel ... 

We fine! th.:t: 
. ' . 

1(> ~n G.'Jbriel Valley Water Co:l?any is a publiectility 

w.:;)tc: corpor.::::tion uueer the- jurisdiction of this COl:l1:::l!ssion . 
I· , . , 

furnishinS watcX' service- to SOI:C 49,000 eustoocrs in its ovcr~:lll 

systCtl ane! to sox:c 13~3ro custOtlersin.,its:: Fontan.:t -D1v1S:tOn~.·which, 
. \~ 
.' 
w 

" 

"'1, 

-1.3-
, 
'I ... 

\~ 

I. 

" .' 

A-", 
,~" . 
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.. 
2. Tbe rate of ret:urO. for the years 1964 and 1965 estimated, 

which would be produced by the revenues xeeeived from applicant: "s , ' 

p:esenely filed rates for water service tn the Font:ana Livision, 

is deficient and applicant is entitled to f::.nancial relief. However, 

the rate of return which would be produced by the rates proposed, in 

the application, !)ased on the staff's estimates of 0pel:ations for 

the test yeax 1965-, he:reby adopte~ a:s set· forth in Exhibit: 

No.3, would be excessive .. 
~.. Applicant's method of esti:mating operatiug :revenues is defi-

cient because it eOes not ac.just for,";o1~cth~x cooeit:f.ons., 'Ihcist~ffts 
revenue estimate for the test year 1965· is based on a sOund S:rapbieaJ: 

method hexeto£ore adopted as reasonable by the Commission andap~ 
p1icable to substantial axeas in both norUiern and southern'california ' 

Said method is reasonably applicable ,to the Fontana axea, ~d tbesUlf , ' , .' ' 

has . 'reasonably applied it .. 
4. The staff"s estil:late of 'FO'D.~ TJtJ.ion 'Wate:Cot:lpany over-

assessments added to rate base for the test yea:z: 1965" is. based on, 

Fontana Union's normal. operations OVU a, period of years ,and is 

reasonable. 
-

5. TbQ $t~ff's estiQatc of ~tcr repeir expcnscfor the test 
'i 

yea::: 1965, based on a 10-yea:r metel: test pl:ogram, including casualty 

inspection and 'repairs) is reasonable. Applicant should not 

be pc:cl.ttc::d to buxdc'n present and future- custot:Jers with 
.' ....... WI 
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defened expenses of mete'l: testing. and 'repair .b.v~age reco'l:ded 

e8.s'l3.lty inspection and lll.ete% %epai'l:expenses ttended over alO-year 

period and included iu total mete:r: xepair expeuse axe. :re1?'l:esent:ilti'le.. 
6. It is laudAble that applicant has: budgeted extensive trans­

mission and distribu~ion system improvements for the years 1964 and 

1965, and the Commission has reeognized t:be need for: such ixilprovemcntc 

and has> in fact, required applicant. to develop .a. p:rogram therefor. 

It would be unreasonable to inc1u<:lethe entire amou:c.tsbudgeted'for 

tlle futu'l:e in the 'l:ate base for the test year 1965. 'Ib.e staff," ~posi­
tiou" is 'rc~son.:o.ly 'Ulken. Not only 'trdll 'cpplicant"s' p=~scUt" c~to'CO:t'S 

'. ' 

benefit by improved service" but also" growth will be : aeeomc~ted •. 

7 _ It i~ ~l4>.o.r tho.t Ves<:o ~c:ted as applic:~t fsagent';~the 
aequis:t:tion of the lot adjoining!APl'iiC'~"Q.t!S. El Honte office'~ -:rhe 
Commission, in prior proceedings, has foundtha:t '\i-eseo pUrchased 

,: ,)(. I • 

. '., .. ,. , 

equipment for applicant at b.:J%ga.i:l prices 3lld that Vesco., .reseld. it to 

applieant at ino:eased p:rices, and ac:ij ustments have been agteed to· by 

applicant's management to. :refleet,! the lowest eosts of such a.cquisi~ 

tions on applicant ~s books~ Consistently ~ land n~ acquirec by appli- ' 
I , ':1 .. . 

cant from Vesco sbould :reflect the 'original c,est to Vesco-~' only. rae . .," 

sta£ff~ inclusion ef the: paxking lot ,:in the race base for.the test 

year 1965 on that basis is reasonable. 

8. A rate of :return of 6.1 pe:, cent on c.pplieant' s cperations' 
'. 

in its Fontana Div:i.s:i.on is reasonable._ ~pplieant' can e~t. ol.ttrition 
• ., J' ' 

in the futuxe, depending to a large extent on how it prosr~' its. 
" . 

budgeted capital improvements:, of as. much as .4 per cent ~ A rate' of 

reec:n of 6.> pe1:' cent will enable applieant to gauge. itS-transmission 

and distributiouwater system improvements' to the growth andea:nings 

ef 'the Fontana Division.. Said rate of :eturn on "t:lC staffts' est~.-:tcd 
rate base fer the test year 1965, and the earnings'cotnpO'C.e'C.ts tl:!ereo= 

'" I . 

set ferth in Exhibit No.3, are ~opted as. xeas'onablefo:rttU.s pro~ 
., . 

, ' • "tI 

ceeding. Such rate ef return will provide' for and· meetapl=>licant~s 

financial requi:ements. 

-15-
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9. An fnvestig~tion at ~ t1ce of FontanaUn1onWatcr 

Cotlp.:my is not wm::r~tcd. 
, ' 

10. There arc no' i'rregularities in' the bills su'bt:.1itted~s 

L~b1t No.1; uor ~re they exorbitaut~::' Highland tariffare.s, 

custo::ers t l.:mcl~ in t:lOst cases~ is saucy ~'1l<! ~ocky 4ft Wber~::::w;t~r is 
"~ I 

".,1 

used for gar<!e:lS~ txees, and lawns there is usUally h:i.gh:w~ter 

absorption anc low retention. 
. , . , 

lloAppliC3nt's proposal to combiuC' the 1:';.~,:gene~~l'tie't~=cG 
, ., -I~.:'~' ::::;;:::-"" 

ser.rl.ce schedules is :easonablc~ ,'lS ::'.s .;)lso staff' s raeo~n~tio'!:l 
. t 

that the gener.:)l I:l2~ereG, service r.:Jt:e schedule bC' s!mpl!f!.eclby 

coCbinfng the second .3'1lC third blockegcs tntOODC 4,200 cubic foot 

block. Rctentio:l of the li:d.tcd temporary general metered· service 

scbedule is ~o longer necessary • 
. ' 
, I, 

It is concluded that applie..."'nt sboulc! be .cuthorlzec to ' 

file new, schedules of rates: ~bich will produce a rate of return 

of 6.5 l'er cent on the estirl<3ted'rate base o£$3~289.)OOOafter 

teking into 3cCount other rate of, return cOt:lpcnent:s shown in 

Exhibit No.3. Such authorized ra~es w:£.ll produce esti:c.:ltca S?=0sz 

.annual operating revenue of $l,.09l;600 for,tbetestyetJr 1965-, 

~bich will be an increase of $194,500 ~ or 22 per cent, over the 

revenues est~tec. to be derived frOt:l. the prese.:.tlY file(:::ct~s, 
. " 

but $135,400 less th~n the- revenues estimated to' be dcrived from . , 

thc rates sought in the .o:?p11cction to be authorized. 

The increases in rates anel cbarges' authorized herein, 

are jus't1f1ed, and they are reasonable. '!be prescut'rO:tcsanc. 

charses, insof~r as' they d1ffe'r frOt:l 'those ·berein preser:i.bed, ere 

for the f\.."ture unjust ane: unreasonable. 

-l6-: 
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An investigation of t:be costs of sapply:tns wate::to the -: 

North FontanaWomenrsClub should be-~de by tb~ Coccission staff> 
. . ::. ,. :.',. 

mld report thereon should be submitted to. the CoT:::m:t:ss1or..~ tm.c. to: the 
.< 
".' 

The motion for .on investigat:£.on'of Font.ana UniOn Water 
, , .. 

Company sbould be Genied. 

.0 R D'E:R __ .... ~I ..... 

IT IS ORDERED that: , 

1. San G<:1bnel Velley Water COt:1pany is au~or1zedtO:,f:tlc 

the schedule of rates applicable to it.s Fontana DivisiOn, ~attacbed 

hereto as Appendix A, and upon not less tb.ml five days f notice .to, 

the Co::ciss:lon auG to the public to mal~ such r~tes effective fer ' 

service renderec on and .after Septecbe:: 1:J' 1965 0 COllcul:rently ,with, /' 

the filing authorized herein, .opplieat:.t is ~utho:rizec. toc.;mcel 

by .appropriate advice letter its pre~ntly effective gene::al 

metered service Scbeeules NO's. FOF-I .;:Ind FOR-l for'Che Font~na 

and HigblanG. tari=£ ar,eas ane. its ltcitee temporary gen~ral' 
, , 

I!Ietered service Schedule No. FOR-lIX for the Highland. tariff are.::. 

2. ~Gabriel V~lleyW~ter CoQpany shall in£o~theCo~s­

sion promptly, by letter> when it has been advised by the rnternal 
- , , 

Revenue Serv1c~ re~ardi'Dg its request for .author1zat1ontochange 

its .occouutitlg l:1ethods in respect to computation of Federal incOI:le' 
, " 

taxes on a liberalize<! c!epreciat1on basis. one sball :Lnc11eate the ' 

effect of .any such change authorized on'the test'year,results 
, 

herein aeoptee. < 

',r 

3. nle Commission staff shall' 1l:.Vestigate the, costs, of ..... , 
, , 



shall, within thirty days .:tfter the effective date hereof;, subtd.t 

a report tbereon~ in writing, to, ,the ~,SS1on and to thep~rt1es. 

Upon the rocc:tpt of such report~; the Cotcm1ss:l.on will take further 

action. 

4. The motion for an '1nvest1gat1onof, F'ontan.a'Un:ton~l:ater, 

Company is denied. 

'!be effective <!ate of this oreer shall'be twen~,days 

aftertbc &lte hereof.:: 
, " 

Datec atSa.n ~ci!5C:~ 

day of ~ {d; • 1965 • 

.--'--~ 

Co=1SsiODer Gtlorge G.c;ro..,&r",~g~, . 
~i..'U'1I! absor:i~. ~1~'%lot. j')ard<:f~to-
1:1: tho 'ci1:.pos.1 t.1on 0: ills (b4)IIldSilDners ' 

.' I,' • 

, " 

.,", 

",1". 

-l~' 
t' ... ·, .,.,'" 
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.APPENDIX A ' 
Pa.ge 10£,1: . 

Schedule ~ro.FO-l· 

FONTANA nmsION 

J.PPLICABIU'l"f 

Applicable to all metered 'Watel" sernee .. 

TERRITORY . 

RAttS -
Qua:o:ti ty Rates: 

~. 800 cu.1"t .... or less. .• ,.' ............... . 
NQxt. 4~200 cu.!t.~ per 100 cu..ft ......... ' •••• 
Over, 5,,000 cu .. fi." ~rlOOeu.!i. ... .. .. • ..... ' 

" . ,\ 

F~ S/8x 314-indmeter .... ~ ................. ~. 
F"rr' 314-incb. meter • e ......... _ •••• ~ •• ..... _ 

For l-inCh'mcter ._._ ••••••••••••••• 
Fer l~~eh. meter .... ~. e' ... ,. __ ••• _ ....... ,. 

For 2 ... ineh meter ' ••• • ' ............... • : •. 
Fe:: 3-.i:o.eb.1 .meter- ••• ,- .................. ' 
For h-1n~met«r .••••• ~ •••• ~- ••••• ~. 
FtT' 6-ineh meter'" ......... ~_ ........... . 
For S-ineh. .. meter ••• ,': ............ -~: • .... .. ' •• 
For la-inch'meter, • •• ~ .......... ~-' ••• ~,'. ~~. 

Per Meter, 
Per Month: 

$ 2 .. 90 
. .18' 
.14 

$Z~90 
3~70, . 
5..40 
9.60' 

l1..oo, 
24.00. 
3-7·.'00' . 
7$.00 

120.00 . 
l70.oo· 

" 

'rae M:1.tlim:Im Olarge wilJ. ent:Ltle the customer 
1;0. the qu.mtity of water w.hieh. that· ~'\lm 
eMrge will purchase at. the' Quantity Ra:tes. 

(I). , 

t 

c±)· 


