Decision No. 69409

BEFORE TEZE PU'BLIC UTILITIES COMSSION OF TEE STAIE CF CALIFO?NIA. o

In the Mattexr of the Application
of SAN GABRIEL VALLEY WATER COMPANY: Appln.catn.on No. 4-6970 o
for authority to imcrease rates for: (Filed September 11 1964)‘
water service in its Fontana ‘
Division.

)

Tonald L. Stark and John E. Skelton,
for applicant.

He_ng.% F. Ra§er for the City of Fontana,
an: Brender, in propria persona,
intexested ties.

Mesdames William X. Davis, ‘(athryn Sariclk,
Charles E. Gude, Sarah Manuel, hazel L.
Tucker, Frank hermanns, Rose Sberman,
Pauline L. howard, in propria personae,
Margaret Jobmson, for Civic and Political
League and Noxrth Fontana Women's Club, and

Messrs. Stephan Frankem, W. A. 'rhomlex
louls 1. lLarson, and Joseph Nunn, in g

propria personae; protestants.
Cyril M. Saroyan, Robert W. Beardslee, and
Raymond E. hevytens, for the Commission staff.

OPINION

San Gabriel Valley Wate;:: Company seeks authority. €
increase the rates for water service in its Fontana D:.vis:.on, :
presently consisting of its Fontana and H:.ghland Lm:!.ted Temp&raxy
and H:.ghland tariff areas, by an annual amomt of appro:n.mately
$296,000 based on its estimates of operat:.ons for the yeax 1964.
This would be an over-all increase of 37 3 per cent. Auchor;.ty to
comb:.ne the tariff areas into one schedule is also réquested. .

Public: hearings were held before Exam.ner Warner on |
Octobex 28, 1964 February 24, 25 and 26 and March 18 and 19

1965, at Fonta.na. Several customef-s appeared to protest :he
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application, ané petitions contain:'.nb some 455 oignature., and one

letrter have been received prote.-ting the applicats on, ma
their rece:.pt was noted on the recoxrd. A pet::x.tion eonta:.n:xng the

signatures of 14 membexrs of the North Fontana Women s Club re- |
ques:ing service by applicant tbe::et:o has also been reee:.ved a.nd
its receipt noted for the record. One of appl:.ea.nt s customers,
who is a former dixector of Fontana Union Water Company, :he
mtual water company from which appl:.cent obtains its wate: sup- :
plies, moved that the Commission investigete the nmtual - The
matrex and the motion were éubmitted'on t:h'e lest: naned:" date '§ubj ect
to the £iling of briefs by counsels for applicant and the Commss..on;‘
staff, wh:.ch were received on May 10, 1965. 'I'he Cu:y of Fontana
filed a memorandum on May 25, 1965 ta.c:.ng the position t:hat pro-
posed :.mp:ovements should be put in servxce befoz:e be:.ng cons:x.dec:ed
as a part of rate base; treatment costs of water from Lytle C::eek
are excessive; the cost of tbe exten.sxon of water ln.nes €o t:he |
City's Southwest: Industrn.al Area, development of wh:x.ch by the- C:.ty
is proceeding, should be included; and an mvestigation of Fontan.a.
Union is warxanted. | [
Applicant alleged, as tbe bas:.s for . ics applicat:.on,
that a number of va::i.ed factors have contn.‘buted to cont:.nu:.ng
attrition of the rate of retu:z:n in ics Fontana D:.v:x.sn.on, mak..ng it |
necessary for said Division's revenues to be augmented by :.ncreased ‘. |
rates. As of April 1, 1964, the cost of water suppl:.ed ‘by I-‘ontana
Union Water Company was increased 25 per cent fron 3 cents per
miner's inch hour ($18.15 per acre foot) to 3-3/4 cents per mz.ne~ s
inch houxr ($22 69 pexr acre foot). Othex factors contrz.but‘.‘.ng to.

increased expenses.have been cont:’.nueo *isinb wagco, taxes, znd:

cost of =cny 3crw.ces, meterials and snpplies., ‘Appucantzfmher
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alleged that pursuant to orders conta:r.ncd :Ln ‘Doci’..»iou No. 64574
dated Novembexr 27, 1962, in Applicetion No. 44053, tbe lost Fontan-:

Division rate case, it has nade substantial coo" tal invc""—
ment in facilities wl:u.ch do not produce comensurate :.ncreased
revenues. | “ |

As of December 31, 1964 total utilrty plant :.n a.ppl:.- \
cant's Whrtt:x.er El Monte, and Fontana Divisions amounted to |
$14, 429 »423.43, with related deprecz.at:.on resexrve of $2 824 636.67.
Total operating revenues for the year 1964 were $3 005 342 56.
water sexrvice was being furm.shed to 49 026 commerc:.al and 316
industrial mete.red customers. There were also fa.ve commerc;.al flat
rate, 156 private fire connect:x.on.s "and 2, 395 ptbl:.c fire hydrants '
on applicant's systems. There were 133 employees. |

'As shown in Exhibit No. '3, watexr se-v:tce was be...ng fur-

" nished in the Fontama Divrsion to 13,380 active services- as-of " __
December 31, 1964. This wa.., sn :anreaoe of 411 during the' yeor. The
Commission staff cstimated In soid e:dxib:.t t..at there would e en
average of 12,972 'bxnonthly cor:me"cial 94 monthly :'.ndu.»trial end 13-
loxze industxial sctive sexvices :’..n tbc Footensa tariff exca, and 440 :
commercial bimonthly act:.ve servn.ces :.n the I::.ghland tariff area,
for an average total of 13,519 act:.vc serv:.ces during the year 1965.

The Fontana D:w:x.sron servrce area is Sparsely settled
and requires laxge amounts of drstrn.but:.on m.a:.ns for the numbe of
customexrs served. It slopes downward from north to south w:.th an-
elevation d:.fferentn.al of approxim::ttely 800 fee.t wh:rch reqtireo the
divis:l’.on of the water system into threo pre...sure zones. Appl:t- -
¢ant puxchased the Fontana Water Company s water system rn tbe
year 1945 and added the Hrgb.land tarn.ff area system through the _
acquisition of H:I.gh].and Eaven Mtual Water Company in the year 1955. ‘

| -:‘3\-‘]
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Each system was poorly constructed w:.th m:my lotxg, sma.ll-diemeter,
steel distribution p:.pes wh:.ch have detern.orated and lea«ced and -
have required, and will requ:.rc, repaixs end replaocment. Recog-
nizing this, the Commission in Dec:.s:.on No. 64574, supra, d.u:ected |
applicant to submit a plan of system-wide mp:ovement spec:.f:z.cally '
detailed for the three years follow:..ng 1962 and: also directed
applicant to take steps necessary to brmg water semce in' the
Righland tariff area up to -standaxds req,u:.redi ‘b‘y"General Q_rde:v_.
No. 103. D R |

| Applicant obtains its watex supplzes, solely, from
Fontana Union Water Company, of whose 15,000 outstandmg sha.res of
stock, as of September 22, 1964, 3, 788-8/12 shaxes or 25 26 per cent _
were owned by applicant. The mutual's sources of water supply axe ‘
a portion of the nmoff from Lytle Creexc, wells, and 2 connect:tons
with the Chino B.asin Municipol W.:ter District Q. member agency of
the Metropolitan Water District of Southern Cali ornia CMWD) ..
Exkibit No., 12 shows that in the ycar 196& 73. 45 pexr cent of
Fontona Un:l'.on’ watex was produced ‘by wclls, 13 62 pex cent was
obtained from gravity sources; and 12 93 per cent from M»ID.‘ In
the ycars 1961 through 1964, said percentages var:’.ed from 82.31
per cemt to 35,92 per cent from wells;: 60 45 pex ‘sent to 10 62
per cent from gxav::.ty, and 3.63 per cent to 12.93 per cent from WID

Fontoma Union S costs of operation vary with the . ava:'. ab:."

ity of souxces of supply. Weter from well sources: is substantn'.ally
cheaper than that pu:r:chtsed from WD ($8.72 pe* acte-foot for the
former versus $30 per acre-foot for the latter) . Sources of supply ‘
are controlled and affected by weather condit:tons, primarily snowf ll,‘
and rainfall and by ground water bas:’.n lcvels. 'Ihore may be some o
l:.mit to Fontana Union' s ground water producti'.on tights. ’ 'I.‘he most
economical som.ce {s utilized to :l’.ts capac:tty.
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Over the pa.st several years, the. mutual has assessed 7
stockboldexs $7.00 pexr share, annually, the proceeds of wh:.ch have:‘_“
been used to f:.nance capital improvements and sexvice a.nd,retn:e '
debt, but more recently to def:ay operat:.ng costs- » |

Exhibit No. 16 is Fontana Un:.on | annual report for tne’
year Jamuary 1, 1964 to December 31, 1964. It shows no. debt. I
shows assessument xevenues of $105, OOO and excess of revenues over .
expenses of $69 497. 34. Prior to the year 1958, when the Commssxon
studied the subject in connect...on with San Gabr:.el s, Fontc.na -
Division rate :.ncrea.se Appl:.c.a.t...on No. 39866 the ent:t.re assessment
had been mcluded as an. operat:.ng expense for rate-making pu:poses. '
Since 1558, and :x.n Dec:.s.ton No. 57326 dated September 10 1958
in sa:.d appl:.eat:.on, the excess of assessment revenues over the
mutval's operating expenses has been eonszdered to 'be a eap:.tal
item and additive to rate. base. | | | :

Appl:.cant s present rates 'became effect:we Januaxy 1
1963, and they are compared in the followmg tabulat:.on with the
rates proposed :Ln the applmeat:.on and ‘with those author:.zed

: herema.f.ter. '
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COMPARISON OF PRESENT, PROPOSED, AND AUTHORIZED RATES

rresent Rates
Yontana Tariff
and Highland -
Limited Tem- -H:.gbland
: porarv Tariff « Taxritf

" Yontana Division

Proposed : Authorized
‘Rates Rates

e 9 AF Bt B0
LE R LN E IR L
¥y BN AN et

Item

“Per Meter rer Month

Quontity Rates: .
First 300 cu.ft. : = . ‘
or less $ 2.30 $ 2.70
Ne:ccl?OOcuft.,* ' ‘ :
pex 100 cu.ft. .16 o 8
Next 2,500 cu.fz., C
pex 100 .cu.ft. 14 - 15
Ovexr 5,000 cu.ft.,’ . R

...00 eu.fe. 11

. Fn.rst 800 cu. fc.
ox less '
Next 4,200 cu. ft:.,
pexr’ 160 cu.fr. : S ‘
Cver 5,000 cc.ft., . | ' Lo
per 160 cu-f_t.‘ ‘ o I Cel&

The present rates contain a temporary taxn.i'f 'for ’:hev":‘
Highland area limited to customers not receiving watexr .,emce
neeting the recuirements of Gene:al O'rder No. 103.

At the present rates, the chaxge for monthly consumprion
of 2,500 cu. ft. in the Fontana and hz.ghla.nd Lim:gted Temno*ary |
taxiff ‘areas is $5.02: wnder the Pz owsed ra"es chw.s cha.rge woz.lcf
be$692 an increase of $l. 90 or 373pf’:: cert; and ..1: the
authorized rates such charge will be $5. 56 an :.ncreﬂ...e of ‘ 
$0.94, or 18.7 per cent. The prcscnt chc::gr* for 2 000 cx..b ‘
feet of weter usage in the "'ghlapd veriff orea ...s $4 86-
at the proposed *ar:es, such chaxrge would be $S 87 an increa:e'.e of

$1.0L, oxr 20.8 pex cent, and at the authorized rates such charge.
will be $5.06, an J‘.ncrease of $0. 20 or 4.; per ccn"‘.

 The COmm:.ss.;.on staff concmed in uppllcan- ’s *equest .

-f-
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to combine the two gemeral metered ,_‘:;ervice sch‘ed#les into ooe
schedule and to retain the limited temporaxy general motetéd
service schedule until the few :emaming customers are txansferred
to mains with adequate pressurefgfrn addition, the staff recom-'
mended that the general metexed oervice rate schedule be: simpllf_ed
by comb:.ni..g the l 700 cu. ft. block and the 2 500 cu.: ft. block

to onme 4,200 cu. £t. block. |

Exhibit C atcadbed to the applxcatlon, submitteo by

applicant's consultmg engireering witness, isa repo:t on appln.-

cant's system-wide operations for the year 1963 recorded and ad-

justed and for the year 1964 estim-éd at present and pr’o?osed’ ‘zates.’ o

Said Exhibit sbows total company rate of ::es:urn £or thc e.stma ced.
yeax -1.964‘ at present rates of 4. 64 pe: cen and at '.cates proposed |
in the instant appl:.cation of 6. 04- per cent.

Exbibit D attached to thc appli catn.on, s.:bmi..ted by
applicant's consulting eng:.neermg witaess, ;.sa report on applicant“'s;
operations in its Fonc.:.:ra Diva.s:.ou for the ye.ux 1963 recorded and L
adjusted and for the ycar 196-’+ estznated at preoent and p-oposed
rates. Exhibit No. 3, subnitted by 2 Comm.ss*on st:af‘ accotmtam:
and Comm..ss::o? staff e:n*:.ne\.rs is 2 repo:t on appl:.cant's operatzons
in the Fontzna Division f.or the years 1964 e.nd 1965 es..:.mated et
present and proposed rates. Appl:.cant submt:ed no cstmate o- its
1965 operatn.ons- Staff recomendcd th° use: of the estimated yea.r '
1965 as the test yeax for tke s-_cing of :ate_s. in tnc_?ontam
Division. - | N D

The following cabulat::.on summazizes the earn:.ng., data .
contained in Exhibit No. 3 for the years 1964 and 1.965 est:.mated- S

. te

1/ By letter azpplicant stated that "dequate d:.stributn.on
facilities have now been Installed:and requested that
Schedule No. FOH-1IX, pertaining to limited tempo::ary- ’
general metered service, be wimhdrawn.

',v
.

-7-
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SAN GABRIEL VALLEY WATER COMPANY
FONTANA DIVISION

SUMMARY OF EARNINGS
er . No.

- Year 1064 cotimated
2resent Rates : Proposea Pates -
Conmpany taff : Company = Statf
(Thousands of Dollars)
79%.8 § 873.3 $ 1,091.0 $ 1 19h 7
1'639 6.

644.8 639.6 647.0 - |
80.8 76.8 80.8 = 76.8
205.9"

720 T 7556 %%g —eZy

73.7 8.7 260 272 4
3,317.9 © 3,064. 0 3,317 9:'-.1}7' .‘.»,064 of; X
2.22% 2. 767. 6. 517;

Iten
Opex. Rev.

Opexr. Exp.
Deprec. -
Taxes -

' Subtotal

Net Rev.
Rate Bese

Rate of Return

" Opex. Rev.

Opexr. Exp.
Deprec.
Taxes

Year 1965 Estxmated

897 ll'

667 2

- 8l.6

75.2

{' 1 227.0

667.2°
;8L
_198.9

Subtotal
Net Rev.
Rate 3Base

.Rate'of Retuxrn

- 824.0

731‘“

3, 239 5

2.22%.

(Red flgure)

947 7_"'

2719.3

' 5;3 289 o*"

B9

The principal d;fferences 1n earn;ngs estimates between

applicant and the staff ere {a methods used and.results obtalned in :

estimating operating revenues, the estzmates of Fontana Union: over-'

assessments to be charged to operatxng expense or added to rate

base, mamntenance and repaixr of. meters expenses ‘rate base, and

rate of return.

In’ estimating revenues, applicant macde no weather

adjustment to recorded data foz'the'yeazsﬂlQSS”:hrougb'i963jand

-8- .
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lowered 1963 recorded sales by applying the 9-year average un~

accounted for water to the 1963 production. The staff, in Exhib:‘.t _

No. 3 utilized appl:.cant's basic dats for the years 1955 through 1963

and climinated varistions cdue to rainfall and temperature by 2

. 8raphical method deseribed ss the "Bean Method of Graphic Mult:’.ple

~ Correlation”, which method was adopted by the Com:ission as reasonable

in several cecisions in applicat:[ons to increase rates for wate*‘

sexvice in the years 1964 and 1965. 'I.'he staff revenue estimates for

the yec.. 1954 excecd applicant s by $78, 400 at present rates and

$103 700 2t proposed rates. In Exhib:f.t No. 14, applicant submitteo

a revised revenue estimate for. the year 1964 .at present and proposed

rates based oa 1964 recorded data. | | | |
The following ta'buletion' coﬁ:pa*'es re\?enue' estimates 2t |

present and proposed rates for the years 1964 and 1965 contained :".n

Exbibit D, end in Exhibits Nos. 14 end 3: o

COMPARISON OF OPERATING REVENUE ESTIMATES

1964

:Company Co. Revised Staff .?er Recorded .
:Per Exh.D Per Exh. 14 Exh. 3 -+ Pexr Exh.3-
(Thousands of dollars)

Present Rates | _ _ _

$ 7%.8 $ 826.2  § 873.3  § 889.9 § 897.1
Proposed Rates | o
1,091.0  1,132.6 1,18.7 -~ --- '-_ - 1’_,,22;9.1:-
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The staff made an ad_';ustment for ratc-mald.nc, purposes to
rate base for overassessments le.v:.ed o applicant S hold:mgs of |
Fontana Union Water Company stock follow:.ng the princ:.ple adopted
'by the Commission in Decision No- 64574 supra. 0:1 xecen.pt, dz.rmg -
the couxse of the hea..ings of recorded data fo:: the yea:: 1964, app;._
cont conmtended that the staff' percent.,ge of overa.»sessment ,.a..io ,
was excessive and that thexe should be an add t:.ve adgustment of o
$17,390 in the staff expenses for 1964. The st,ff f-n rebuttal COB-“V |
tended that its estimates were sound. havz.ng been babed on a normal
pe::.od (yeaxs 1958 through the f...rst 10 months of the year 1964},,
rathexr tha.n a s,.ngle year, ;and depended on nomal use of wateo: fl.cws
from Lytle Creek. Exhibit No. 17 was submtteu by the staff o qup«o-'t -
its esc:'.mte ., The steff further contenc.ec. that if app‘l.:.cont s argu- -
ments wexre upheld, the meed for :’.nstallaticm and operat:’.on of m...cro
strainer cquipment on Lytle Creek water qou::ces ane oz:her phaqes of

Lytle Creck water product:.on 0pexat:.cns would requ:.re 2 stuc‘.y v.hich >
he tcatified be kad not nade. i

The d:.fference in estmtes of metexr repau expense sw..b-
nitted by epplicent and the staff fox: the year 1964 is: $9,140 This
is primarily accounted for by the fact that appl:.cant ...ncluded ot
only programmed meter repaixr expense, but casualty mspect:.on and. xe- |
pair expense, whereps the staff nomalized recorded expenses based on
a 10-year meter test pzogzam, usinu one-tenth of: the 196& meters to |
be tested and. repan.:ed at applicant's expe::.enced costs.‘r‘ o

Exhibit No. 5 mad testimony thereon by tbﬂv company

indfczte that the compemy proposes to meke a- t:‘.mely fL:Lng with the
Internal Revenue Servi ce. requesting permission £or a change :.n

accounting metbods which, in effect R will allow tbe company to
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take liberalized depreciation on plant aoditions installed since
1954. Both the company and the s...aff util:t.zed tne l:.beralizoc. |
depreciation zethod in est:f.mating Income taxes for 1964 ang tl*e :
staff did so for 1965. A steff witness teoti‘ied thot snov:xld the
comoany S request be granted 1t would increase the est:f.znatec. rc.te |
of return ot proposcd rates by 42 per cent £or 1965. 'l'he c::o:n;:»:my5 |
will be oxcered to notify the Comssion promptly, shoulo th:[s
even*ually take ploce, 80 that app*opriate adg ustment to rg..es |
mayoemade. 1_ : B
The dLffexence between app...:.cant s and the staff's rate' o
base estimates for the yeaxr 1964 is $2S3 920 and amounts to. 3.3
nexr cent., It is caused by epplicant' s having includec. $86S 450
of plemt om 2 rollback basis, whe::eas the staff incluc.ed $568 500
pplicant contended that the Commission :f.n Decision No. 64574
supra, had ordered it to improve I.ts system 50 substonti.ally
that its 1964 budget of $505 169 CExhibit No. 9 and :.to 1965
‘buoget of $631,400 (Exhibit No. 6) 5 totaling net tronsmssion ano
afstribetion plont odditfons for the years 1964 and 1"65 of
$1,L6,569,_ were required, The Staff ...ncludeo rormalized ac.c.:'.— '
tions of $200,000 for each of the ‘yeo'rs 1961»‘ aﬁd »156.?5,- pluo ::oli- .
‘ back plant of $310,000, for total tc!dit.lons to Account 343,
'I.‘ransm’.ssion and Distribution ‘&ains for the years 1964 and 1965
of $710, OOO The record shows that gross add:f.t:".ons £ Accocmt 343
‘si.nce 1953 have been as follows: 1958 $ 03, 000; 1959 $97 000" |
1960, $26, ooo 1961, $38,000; 1962, $78 0003 and 1963, $1e7 ooo. |
While conceo:{.ng the desi‘:ab:’.lity of upgrading the onSmis :ﬁon
:md distrzbut:’.on system, the staff conte-ndeo that such upg:tding
was ot requ:’.red to be *ccomplished within ..he short period clamed‘ .
| by aoplicant (and therefore totally includab le :t‘.n rate 'b.:rse) .o o
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Another item of diffe‘rence R although not laroe dollarwise

but involving a principle » Is the staff 's inclusion of the estim.ated".“

cost of the lot ad;oining the El Monte general office in utility o
plant. Applicant Included the cost’ at tbe currcnt market price paid .
by applicant to Veseo, wbereas the staff included l'.his :.tem at the': |
original cost to Vesco, since the latter had purchased it and z:ented
it to applicant as a parking lot for many years, “and. Vesco s fo*mer‘
chairman had also been and 1s applicant's chairman. _
Applicant contcnded that a rate of retm:n of 6 5 pe'x: cen.. o
on its Fontana division operations is required A st aff accountant' ‘« -‘
in Exhibit No, 3 recommended a rate of xetum -o£- 6-.10 -per cent, ‘
without having taken into consideration a declining trenc. in rate B
of return., Such decline between the years 1964 and 1965, estimated
Is shown in Exhibit No. 3 to be .4 per cent. He recommended 2
10 per cent return on that pottion of applicant s co:nmon stock
equity applicable to Fontana, and Exbibit No. 3 shows that sz.ch
return on equity would require 2 rate of: return of 6 02 per ccnt on
Fontana xate base, assuming that xate base and capitalization ore
identical. | .
Exhibi" No. 3 shows that applicant has made consicerable

. improvements to eliminate excessively high ox low ptessures, many
present low pressure complaints result from customers on inadequate
pipin there are some complaints regardz.ng dirty water “and said
problem is uswally temporarily mvoidable because of a sx.cden chan,_,e -
in stream flow or well pumping characteristics, the :.nstallation of
additional proposed water treatment equipment will nelp nllev:.nte

' turbid water problems as well as some occasional taste and odor
problens, and some localized substandard conditions w:.ll slowly

improve with applicant s con‘;inuing oVerall improvement progcam..‘ e
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Some customezs in the h:.ghland ta:rz.ff axea compla:med )
of what they con51dcred to be excess:vely high bimonthly water b_lls, .
some of which wexe submtted as samples :.n Exha.b:x.t No. 1_, A recordu | .
of the experience of each bill was subm:.tted as part of sald u:dn.bz.t,
by applicant at the Comss:{.on s request:.

Members of the North Fontana Women s Clnb ‘have. becn .
advised by #ppln.cant that an extension to serve the club would cost |
$3,250. At the direction of the presn.d:.ng off:{.cer, thP clu‘b nad beon
advised to contact: appl:.cant and if not sat:.sfz.cd refer ..he matte::
to the Commission in wntmg. This has been done by a letter from
the club secretary, received on May 25 1965. o

The Commission bas revn.ewed the evidence and cons‘.dered
the pet:.t:{.ons of custoners protestmg the apyln.cat:.on, the' petn.t.o.on
of North Fontana Women's Club members fo.. watex serv:.ce to ..be:.r clz.'o
‘the motion of a customexr for an. investn.gation of Fom:ana bm.on Wate':‘ _
Company, the memorandum of the City o:E Fom:ana the s«mple b lls in’
Exhibit No. 1, and. the a:gument:s of counsel. ] | . L J

We f:.nc. thaot: | : | |

1. Sam Gabr:.ol Valiey vhter Co::xpany is a publ:‘.c ut:.l ty "
water corporction umder the Jmsm‘.ct..on of th:’.s Com.,ss‘.on r. -
furnishing woter sexvice to some 49, OOO customrs in its ove--all
system amc to some 13, 320 customexrs :.n :‘.ts Fontan... Di.v:z'.s:’.on, which
'comprises two- sepazate. tarz’.ff 31'-'080- o




"A. 46970_-3_{{”5* L o .

2. The rate of return'éor the' yeaxrs 1964"‘and‘-‘ 1965 eStimated-
which Qould be produced by the revenues received from appl...cant s
presently filed rates for water serv:.ce in the Fontana Drv:.s.ron,

15 deficient and applicant is ent;-.tled to f...nanc:.al rel:.ef. Bowever,
the xate of Teturn wh:\.ch would e produced by the rates proposed :.n ;
the application, based on the staff's esti'.mates of operati.ons for
the test year 1965, hereby ‘adopteds as set forth in EXhi'Di"

No. 3, would be excessive. _ - -

3. Applicant's method of est:.matmg operating revenues is d efi-
cicnt beezuse it does Mot ad_';uot forx wetthor conc.itions. ‘rhe‘ reff’s -
revenue estmate for the test yeaxr 1965 s based on a sound graph...cal
method heretofore adopted as reasona‘ole 'oy the Commssxon and ap-
plu.ca’ole o substan.tia.l areas .\.n both northern a.nd southern Caln.form.a
Said method is reasonably appl:.cable to the E‘onta:na area and the Staff
‘has reasonably. applred ic. ‘ ‘

4. The star‘f's estimate of E‘ontana Um.on Watez Companv ovcr-'.
assessments added to xate base for the test year 1965 is. 'ba.sed on
Fontana Union's normal;operat:.ons over 2. per:z.od of. years and rs
reasona.bie. -

5. The stoff's e°t:t::a1:c of mcter I\.Puir expense £or the tcot
yeax 1965, based on a lo-year meter test progz'a:n, :.ncludmg ea.smlty:

pectz.on and repa:x.rs, is reasonable. Appl.x.cant should not

permitted to burden present and future custo:ners w:.th

o
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defe‘rred expenses of meter testing and repaix. Average recorded
casualty inspection and meter ::epair expeuses trended ovex a lO-year
period and included in total metex repaix expense are. reo:esent...t:.ve.
6. It is laudable that applicant has buogeted extens:we trans-
mission and distribution system impxovements for the years 1964 and
1965, and the Commission has recognized the need for such imp*ovemcnt.,
and bas, in fact, required applica.nt to develo-o a program there‘o_ .
1t would be unxeasonable to inelude the en..:.re amounts budgeted for
the future in the rate base for the test year 1965.; ’Ihe 3taf<""' "pos* -
t:'.on s reoasonably taken. Not only will cpplic n""s p*e.,en"' customc:r:s”‘
benefit by mproved semce, but also, g::owth w:z.l1 be aecommoda.ted. o
7. It is eleax thot Vesco acted as. appln.c:mt s age-.nt :m the
acqus.ttz.on of the lot adjoining app,.:.cant s E Monte office. ‘Ihe
Commission, in prioxr proceedings, has found tbat “Vesco purchased
equipment fox applicant at bargann pr::.ces apd tLan Vesco resold :.t to
applicant a.t n.ncrea.sed prices, and ad;ustments kave been agreed to by
appl:.cant s management to reflect the lowest costs of such acquxsl- ;
fons on appl:.eant s books. Consist:ently, land now acqu:.red by appl;.- :
cant from Vesco should reflect the ong:.nal co t to Vesco, only. ‘I'he -
staff’s inclusion of the' parking’ lot in the rate baso for ..he test:
yeax 1965 on that basis ic reasona‘b..e. | | |
8. A rate of return of 6.1 pe:: cent on ..pplz.cant 's c-oeret:.ons
in its Fontana Division is rea.sonable. Appl:.ea.nt can expect: a.ttr:u::.on -
in tbe future, depending %o a la.rge ex"ent on how it prog;:ams its
budgeted capital improvements of as much as .4 per cent. A zate of
ret:uxn of 6.5 per cent w:.ll ena.'ble appl:.ca.nt to gauge :x.ts. transm_ss:.on
and distribution’ watex systen :.mprovanents to the growth and ea"n_ngs |
of the Fontana Division. Said Tate of return on t‘.nc ~»ta‘.Ef'a; est_.nﬁ.ted'
rate base for the test yeax 1965, and the eazm.ngs components thereo -
set forth in Exhibit No. 3, are adopt:ed as reasonable fo* ..J:u.s ozo- '
ceeding. Such rate of return wn.ll prov:.de for and meet appl:.cant 's
| f:manc:.al requiremem:s. ‘ |

15—
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9. an {nvestigction at this ti._. of i"ontana- Union Watexr ©

Compony 1s not warranted. _

10. Thexe are mo irregularities. :Y.n the oills subm.-.ttec. as .‘
Exhi‘bit No. 13 nor axe they exorbitant. Highlend rﬂra.ff aree
custozers' land, in most cases, is sendy anc rocky.. Where water :'.s
used for gordlens, trees, and lawns there is usually h:'.gh water :
absoxption and low retention, | - |

11, Applicant's proposal to eembine the o general =e e*ed
sexvice schedules is zeasonsble, as %S also staff 's reco:gmendatn.on
that the genexal metered. service rate schedule be s_mplz. ed by
coubining the second ond thixd blocka'res into oxe 4 200 cubic foot
block. Retention of the limited tempo*'ary general meterec. service -
schedule is ro longer necessary. ' | |

it is concluded that applicant shoulc. be .-..uthor:!'.zec. to
£1le new schedulcs of rates which w:.ll produce a rete of return
of 5.5 per cent on the estimated rate base of $3 289 000 after -
taking into account other rate of return componen s shown in
Exhibit No. 3. Such *uthorized rstes will produce estimatec gros"
annual operating revenue of $1 091 600 for the test year .\.965
which will be an increase of $194 500 ox 22 per cent, over the
revenues estimated to be dexived £rom o.he prese—tly f:!.lec.’ cte...,
but $135,400 less than the Tovenues estimated to be deri.ved from
the rates sought in the aow.icetion to oe authorizec.._ -

The increases in rates and charges authorized berei’.n
are justified, ond they are reasombre. 'I.'he present r..tes ond
charges, fnsofar as they diffex. from tho.,e ‘bexein orescr:.bed -re

for the future unjust and unreasonable.
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An inwestigation of the costs of Supplying'wate: to the f
North Fontana Women's Club should be made by the~vommission staff
and report thexeon should be submittee to the Com:{.ssion and to tbe
parties, ‘ ( |
The motion for an investigation of Fontana Unionﬁwater
Coupany should be denfed,

IT Is ORDERED that' ‘ «

1. Son Gabriel Valley Watex Company is authorized to f:’.lc
the schedule of Tates applicable to Its Fontana Division, attached
hereto as Appendix A, and upon.not less than five days’ no tice to
the Cozmission ac to the public to m,ake such rates effective "c‘r.' -
service rendered on =mé afterSeptenbe* 1 1965 Concuxrently'thh ,/’//
the £iling authorized herein, applicant is authorxzed to cancel
by oppropriate advice letter its presently effective_gene:alj_ .
metexed sexvice Schedules Nos, FOF-1 and POH-I for th’e?ontana- |
“and nghland tariif axess amd its linmited temporary general
zetered sexvice Schecule No. FOE-11X for tht nghland tariff area.‘

2, San Gabriel Valley Water COnpany shall :.nfom the Comm:f.s-
sion promptly, by letter, when :tt has been advised by the Internal
Revenue Sexvice regarding its request for authorization to change
its eccounting methoc.s in respect to computation of Federa‘.!. :[ncome |

taxes on & li'beralized oeoreciat:’.on 'basis s ané shall indicate tbe

effect of any such change authorized on the test year ::esults |
herein ac‘.optec‘. |

3. 'I'he Comm:!’.ssion Staff shall :Lz:vestigate the costs of
furnish:'.ng water service to the Norta For:tana Women s Club and
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shall, w:t.th:‘.n thixty days after "the : éffeét}.ve date' hetedf' :‘subnit

a xeport thereon, in writing, to the. Commiss:'.on and to the parties.~ o

Tpon the recelpt of such report,. the Com:tssion wd'.ll take furthcr |

action. o R |
4. The motion for ‘an-mvéstigation of F’Sﬁtai;a--Uﬁ:[éﬁ"Wéter(. -

Company is denicd. ' o R

The effecti.ve cate of th:[.s order shal‘l be. twem:y days
after tbc date hereof.‘

Dated at _San Francisco SRR "Caiifc}:n:‘l’.a‘, this_ng_ o

Comissioner Goorge G. Grovor. 'bmg
necessarily absent, ¢id not partfc"&'pcw
in tke cisposition of miu_écmsmners




Schedule No. FO=1
FONTANA DIVISION

GENERAL METERED SERVICE

SPPLICABILITY

Applicable o all metcr'edea;ﬁér se:fvice“.
TERRITOR.Y
untana and 'vid.nity, San Bernardino Ccrunty.

RATES :
Quantity Rates:

First 800 cu.ft. or 1ess..;....;.-.;......
Next L,200 cu.ft., per 100 Cuefte eeveceecs

Over 5,000 C‘u-f‘b-, Per 100 m.ﬁ-. messewesw® .

Mindmam Chm'ge.

FOI‘ 5/8 x B/LL-inCh metel‘ .-.t.....o--.....'.
F’T ‘l B/Il-indl me‘ter -.--o;--...---o-r--
FO?.‘ l-inch mcter --.-o..co.o-.o-uo.;

FCI“ l%—f.nCh. metcr .o-p-o--";‘.‘o-..---‘.‘---o.
FOZ‘ Z-inCh mewr '-to‘-‘o--o.-----o;-o-fo-.-
FOI‘ B-mch’ meter .-o’-t..@-‘.-‘-..-...--‘ ‘

FOI‘ h—inCh. mw .-‘..‘-.o;-..-.-...‘..

Fm &mch mew .."..'.‘(.-..._....-..“

FOI‘ 8—13& me'bel' ‘00-.--’.0'\“-0-‘0.’.‘.
For lO-fmch metexr. ...‘........;. can

Per Meter.
Per Month ' -

$2.90

a8
A

. $2.90
3,700

S0
m.oo" ’
37.00
75.00

120-00‘

The Minimum Charge wﬁl ent:f.tle “he cu.,tomer
to the quantity of water which that minfmum
charge will purchase at the Quantity Rates.




