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Decision No.' ___ 7_37_0_3 __ _ ": : 
:. '-I ",'. '"-,: 

BEFORE THE PUBLIC UTILITIES COMMISSION" OF TH& -, STATE: OF ,CALIFORNIA>,', 
, . . -', 

.,\ . 

Applicati.on of CALIFORNIA CITIES ) . . " '~ 

,,1. 

[, .' 
i . ~ J 

: ~ T , :. 

WA!ER . COMPANY~. a·' Celifornia 
corporati.ou:~ under' Section' 454 of' 
the Public Utilities Code for·' 
authority, to increase' its, pUblic 
utility water rates for-water" 
se::7ice in its, COW .. ~" HEIGHTS, DIVI
S!C~, to ,offset an illcreaseillAd 

Applibation: No. ,496tz: "', 
(FiledAugust17~. 1967):,' 
. ~ i' ," 

'" '< " 

Va~orem. Taxes .. 

OP I,N ION --...... -.-.--
California Cities Water Company" a su~cidiary of " 

II •. 

" , 

Consolidated W~ter Company ~ a Delaware corporation" :;opera~eS',' separate 

systems in Los Angeles and Sall~rnardino' Counties:,'andtwo:!n-,Orange, 
. ': 'f . J , '. ,I ' .. 

County.. 'Ihe instant applicati.on concerns' the', rates' in1ts Cowan" 

Heights Division, one of the Orange' County systems .. ' As, ofl:uly'i~ 
, ,.' , . 

19'67, ' this system. was servingapproxi~telY 625'customers'~' A study " 

prepared by an et18Uleer of ,the C~mmiss'i'onr s Ut:Ll:l:ticsDiv:t;ion:, 

Hydraulic Branch will be received as:~ib1t No'~'l~ .. 

Applicant is her~in requ,isting'a' 'rate'increase"to, offset 
:1 • . . 

an ad valorem tax increase~ The <:;<)urity ··ofOrange has ch8xlgedthe' 
, ,I . , '. 

, • ~c 1 i ' ' 

assessment basis- of the- Co~an Heights District. Thepr,a~tieal .. 

result has been an increase in: these t.9xesfrom$1,343;;rec~rdcd in 
, '. I ., 

, :.:, ',' "', ,", :i ".,". ",.', . 
1966 to $11.714 estimated for the,current <196$), fisc'al:year. 

, j " •• - , 

Applicant's current Cow3nHeigh~s:rates wer~'e~:t~b'lished 
. ~:, . ~ :: .' " . '-,' ,'~/ ~" ,:,:' - · .. ·,i;·,-,' ''-:'. . .' 

pursuant to Decision No. 67225, dated May't9',:: 1964,; in ' .. Application 

No. 45706~ They became' e£fec~ive June"20,:lS64'.····'I~:,th8.t:·d~~~,:r.on:.'· 
the Co~s10n found that a rate of,return of<,2~112,..;:,wouid-be 

, .. " ' . 
" . " . "'.' ~" ,-. " 

reasonable. The reason given. for' Such: a' low ~ateof~';re1:Ur:D:~,was. that 
j • I • ,J~ • .' " , 

-1- '. 

'"~I 

>, '} 



& .. .,., 
',.' I., . 
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the then preva:Lling occupancy represented only ~' smallpar,tofthe 
. • . I 

potentikl for which the basic plant was installed;. '. Accordingly~ , the' 
I • , , 

',r'" 
' .. I, 

I . . . " ' ", 

connection of additional customers would increas,e: the :rateofreturti 

by reducing operating expenSe per customerwh!le not reCluiritigpro~' 

portionate increases in plant investment •. ' 

'!he prognosis of Decision No.. 6722S' has.· proven·to be 
, ' . 

correct if the effect of the tax increase is not,>cot1sider~d,~, The" " ' 
. .': '." '. ,.' 

tablefollow:Lng. illustrates theris1ng: i,trend·of:. r ate of, retl:lrU:Snd, 
, '. !:.': " I', . '. ., .. ,' .... '.'" , 

the effect of' the tax 'increase. 

1966 
1965 Recorded &. 1966, 

Item - Recorded Adjusted' 'fl Adjusted":~l 
Operating Revenues 

Deductions 
Operatillg Expenses 
Depr;. Expenses: 

$ 71 ~366 $ 87'; 063 . $ '87; 06~' 

Taxes~' AdVa10rent 

Taxes, Other 

Total Deductions 

51,138: 
12,516' 

1,306: 

1,064 

66.024, 

Net Income, Before T:lXCS 5,,342 
On Ineotle 

State Franchise Tax @ 
7% 4t 

Federal Inc:ome'Isx @ 
227. 4/ '-

Net Income 

Average Rate Base 

Rate of Return 

5,342 , 

321~400 

1.7i. 

60;35~,. 
11,631·' 
,$~749 ., 
:1,340:'! . 

779 

78,S12' .84.~477' 
74,103, 1/, ,-

8',.5-5-1 '.. . 
1Z.960Y'· 

·.2os1 
200"ll 

·590'1l 

31S:~500 

2~,r4'· 
-' 3.8'7. 11 --

. 2, 5S6:: , , 

20;,51 
, '._." 

.'-

318,500'.' 

·o~8i.> . 

1966, . 
Ad',iusted.2;/ 

779:' 

84,,41i, ,,'" 

. 
.12)':986:" '. 

I,' •. , 

600 i
':'" 

12.186,;: ,: 

. , .. ' 

318: :500: 
... '., . 

1/ Adjusted ad valorem taxes to' Old',~a.s1sof'assessed·, valu~tion., .' 
($1.,340) • ..' , '., . 

~/ Adjusted ad valorem taxes· to new b~SiS: 'ofaosessedvaluation,;. 
3/ Adjusted ad valorem taxes, to new basis of assess,ed: valuation and' 

increased revenues by $10-,400 to offset the increase in ad 
valorem taxes. , '. ' 

4/ Interest allowance of S10,060,for income' tax purposes. 
2.1 Proportionate share of minimum tax. ' .. , 

~ : ' 
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The st8.f£ estimated that applicant's. °proposed:,x:at~swo~ld ":, 

yield approximately 6.41. in the year :1968~ Sinc~: they~il",'tiotb~:' '." " 

in effect for the full year the' return 'will fall s'l:tghtiy'shorto£, ' 

this. Addition of customers" shouid correctthis',decline'ina· short:· . 

period of, time. With ~ery slight changes suggested: by the' s,taffth~' 

proposed rates will be authoriZed. 
'II' " .. , 

By 1ett~r dated· Augus.t 30, 1967" applica~t:no~i.f1ed' al1-'0£' 
:1 ' 

its customers of.~his application for an!ncreaseinrates:', A\ total', 
: ~ . , . ~ , , , . ., 

of 26 letters have been rece1vedby the Coumdssi.o~protest:[ng" the 
rI . " , 

proposed increas~. Most of these protestants . feel that' the rates' are 

already too high iiand 10 compl.a:l.:ned ,'that their' rates,~e.ne~lyodouble 
Ii '", , "" ,','" ':', ", " "/,."0,:,,,,,, " ,,'" 

those of adjacent water purveyors .. , One'customer. compl;aiIied~ of,the::, 

, service. Appl:Lc~t' s rates ~e :tndeedh1ghe~ than, t~~se : of', stir;.. , ',. 

rounding water s~stems. , This is caused by increa~ed eXpensesaiising , 

from serving large lots, hilly terrain' and' bya'relatively' 18rge' 

investment per' customer as compared ,with thesurround:tng;pUryeyors ... 

The Co~sion finds that: 

1. "!he es'timates of operating. revenues, expenses ,including' 

taxes and depreciation, and the rat~b8.Ses .. as sUbmitt:ed'by',thes,taff, 
I I, ", . , 

for the years 1965 and 1966 reasonably represent the ~esu1t"of 
II • J . • 

applicant '$ operations for the purposes of" th:[s.proceeding~ .. ', 
i .', ,I" 

2. The 1Ilcreases in: rates and' chargeS'authoriZed:'her~:rn are, " 
:1 .:. ' " , .. '. ',' .. ', :' L 

justified, the ~ates and ·cbUges ,authorized: here:tnare, reasonab'l~,.'· 

and the present rates and charges, insofar as theyd!ffer,fromthose 
" , 

herein prescribCd are for the future Unjust and: unreasonable. 
i! . " ", .' ,I' " ••.• ',. I ',.,. , ...... ;,.,;, .• ,' '," '" 

The Commission concludes that the' application: should;· be':, 
II " .', , .,' '. 

" 
, , 

granted as provided by tlle .following order •. ' 
I, 'I 

it ' 

, ' 
" ' " f." 

',' 
• . I,' . "',' .' 
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o R D.E R ........ _ .... _-

It., IS ORDERED that: 
.1 

" .. , 

1.. After the effective date of this order •. applicant, 

California Cities Water Company is authorized: to, file ,the' ~evised ' 
'i . . 

schedule of rates for its Cowan Heights Division set· forth. :Ln 

Appendix A to this order.. Such' filing, shall comply with General 

Order No. 96-A. ' the revised rate ,schedule shall', become 'effective 
. '. " 

for service r~dered on and after March 1,. 1968:,oron,and'after the' 

fourth day 'follOwing the d'ate ~f filing. wMchevel:' is la~er:.: ,' .. 
, . , 

( • '0', , 

2. 'tJithi1l: forty-five days, after the Qffectiv~ date ·of this"" 

order,. applicant shall file. a revised tariff s,erV1ce area:: map,', 
. \ 

appropriate general rules, and sample copies of .printed<:forms that 
, , 

are normally used in ~o'lUlection with custome~s,tserv:£.ces. Such,., 

filing shall comply with' General Order: No:. 96';"A~ , The.effeetivedate,' 

of the revised tariff sheets shall be'four ,days 'after ' the "d'ate' ~£ ' 

filing. 
" .... "'~ , '" 

",' 

':.0' . , . 
The effective date of this, order shall be, the:; date hereof., " 

Dated at 'S&n FM\ncls~· , . Celiforn:La'", this< 60):" ." 
. , ", 

day of FEBRUARY ., ,1968: 
------~..;.;..;.;~--' , .,' 

I '.' 
• ,I •• ' 

." .•. ' 

',. ::.1 .... 

:. ' 

, ,'. 'r 

, ,'. , .... :. ;. ';, .. >' ... ···.1'i,:r; .. ·:·~",,<;.:'.I.~.· .. ·.··._·> .. ··:, .:', :'~:':: .~'1~>,.,;:<:,:.',~:~.<'. 
eomm1~~~'one:r:,Poter>:t ... ::M1 t'eholl'~;:'bej;ng'>i:,' 
nocc s::;.o'r1lY;~~bs'ent:~t d1d:;'no,t::"Pclrt1'dPaU,:< 
1n..',tllo·','d1zpos1tJ:on(:.,ot':t.h1s:':pX'o¢eed'1'l:ig~;;;::.~ . 

. . ,':' '.;, .', <I: '~ , .>:'1 > ',. .".j .,' ! .. :" .~<;,;>,'/'~:: ::. ,~ . 
•. ',.", ,.... .. .• : ~"-i,~,"'~~~\ 
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APPENDIX· A 

Schedule No. 1 

Cowan Heights Divis1Clri . 

GENERAL METERED' SERVICE 
:1 
" , 

I' , 

" 

'i· 

." 

" . 

APPtICABILM -

Appl1cable' to aU metered wa.ter., service:. 

TERRITORY 

'!he areas known ~ Cowa.n Ranch, Peacock H1lls andnc:1n1ty 
located. 2 miles northeast of Tustin,Oraxlgc County. . 

'I" 

." .'i' 
. , Per,:, Mete:r;[-",' ',' 

Per:' Month,' -" 
Q;uant1ty Rates: ~ c,' ". 

First. 700 cu..1't.. or less ..................... ' .... 'oo ·$4~35,. '. 
Next 19,300 cu.ft., per 100cu.ft.;.· ........... .. 
Over 20,000 eu..tt., per 100:·cu.1"t,., ......... ' ••• 

M1n1m\m Cha.rge: 

, ~26'
.20,~· " 

.,' , 

F"r 5/8 x 3/4-1nchmetor ..................... ' ...... ' $ 4.35: 
For 3/4-1:o.ch.met:er ....................... .,.~ ". ;-.50' 
For l-inch meter· ............................... .,:,. ' 8.00 .. · . ." 
For It-1nch meter: ....... e· ........... ' ........ ~ 13.00-' 
For 2-inch meter ................. ................ . 19.00'.: 
For 3-1neh meter •• ~ .......... ~ ~"' ... ~~~ ........ , 26.00.'" 
For 4-inch· meter. : ........... ;.. ....... : .......... :. 31~00:; 

The ~ Charge'. w:LJi entitle. the customer 
~. the q,uant1ty of' -.m.t~ ..,h1eh that. m1n1mum 
charge v:Ul purebase·atthe Quantity Rates.··. 

, .' ',,' 

:; .. 

I, 

. (N)' . 

(X)' . 

'(~) 

(I) 

I .. ' 
(I) 

'" ',' 

I' '. 


