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Decision No. 74241

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA '

In the Matter of the Application )

of the Southern California Water Application No. 4968)
Company for an oxder authorizing (Filed September 21, 1.967)
it to increase the rates and

charges for water service in its

Orange County District.

0'Melveny & Myers, by Donn B. Miller, for applicant.
Cyzil M. Saroyan, counsel, and Cheeter 0. Newman,
Tor the Commission stsff.

OPINION

Applicant Southern Czlifornia Water Compazfzy seeks
authority to increase rates for water service in its Orange County
District. |

Public hearing was held before Exawiner Catey in Santa Ana
on March 26 and 27, 1968. Copies of the application had been sexved
and notice of hearing had been published and posted, in accordance
with this Commission's rules of procedure. The matter was
submitted on Marxch 27, 1968, subject to the receipt of ceyrté:’.n
late-filed exhibits which have since been received.

Testimony on behalf of applicant was presentedl'/ by its
president, its seanior vice-president, its vice president, its rate
and valuation department manager, and its consulting accountant.

The Commission staff presentation” was made through an accouh:a;xt |
and three engireers. One customer testified im opposition -‘t‘oath'e ‘

rate increase.

1/ Testimony relating to overall company operations had been
preseated by witnesses for applicant and the staff in Appln.cat:.on
No. 46420, the Southwest District race proceeding. This
test‘.‘.mony was Incorporated by reference in the record in
Applicac:.on No. 49581,
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Service Area and Water System

Applicant owns and operates water systems. in e:!.ghteezi |
districts and en electric system in ome distfn'.ct',‘ all in Califormia.
Its Orange County District includes portioms of the 'cities of .
Anaheim, Cypress, Fountain Valley, Gardea Grove, La Palma,

Los. Alamitos, Orange, Placentia, Santa Ana, Seél Beach, Si:é.nt:on
and Westminster, and unincoxporated : greas of Orange COﬁnty adjacent
to those communit:ies. | ‘_

The Orange County Distrxict includeé- sevexai systems which N
are not physically interconmected but, except .:Ebr some hié‘tor:’.cai' .
differences in rates, are maintainmed .ﬁnd operated as parts of the
overall system. Most of the area served by those syst":‘emsk is
residential, with some small industrial and commercial zomes..

The principal water supply for this distriet is oBtained',_
from 53 wells. A& second source is the facilities of bra’ngc “ County -
Municipal Water District (OCMWD), é member agency of Me‘.:ro#qli;t;an
Water District of Southern California (MWD).

The distribution systems include about 270 iniles' of mains,
ranging in size up to 1lé~inch. There aré a2bout 2’5’,'1‘00“ metered |
services, 30 private fire protection serxvices arnd 2,100 pﬁbiic fire'
hydrants. Eleven reservoirs and storage tanks, with a?purtenant
booster pumps, maintain system pressure and provide storagé in
13 scparately opexated distribution systems.

Seﬁn’.ce |

Field investigations of applicant's operationms, service

and facilities iz its Orange County District were made by f:he

Cormission staff. The plant was found to be in 'good condition znd

adequate service was being furnished. Only one informal ‘éOmpl.a_int“ o
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regarding sexvice has been registered with the Commission during the -

pest three years. 4 staff engineer reviewed customer complaints.
in applicant's files and interviewed several customers.,. ApbliCant‘,
apparehtly corrects promptily any inadequacies in sérviée.

There is a potentizl service problem iﬁ several of the
isolated systems within the district. These syétémS'each'héve,but
a single primary source of supply. Imevitably, the single source
uust be shut down temporarily for routine‘mainténance or‘éﬁergency
repairs. Applicant has arranged for cmergency‘connec:idns,ﬁi;h:
adjacent purveyors in all but cne §f the areas and; sogfaf, this
has béenﬁadequate. In the Atwood system, storage for about five
hours' démand is available and applicant plans to intercommect the
system with the nearby Placeatia system within two years. Apﬁlicant
is cautioned to pay particular attention to these potential trouble
spots_andvto take appropriate action irn any émergency situétion |
that may occur. | | |
Razes

Applicant's present tariffs include five separate
schedules for gemeral metered service ir the various present tariff
areas within the Orange County District, aa optiomal special
metered service schedule and‘a.meteréd irrigation service schedule
for the Placeatia Tariff Area, and two separate scheduies\fo: fire
hydzant service in the Placentia and Cypress-Los Aiamitos-Stanton‘
Tariff Area. In additioﬁ, applicant's present éoﬁpany-wide
schedules for temporary flat-rate service, private fire protection
sexvice and sexrvice to applicant's empioyees are now applicable to
the Orange County District. -

Appliéant prbposes to increase its Crange County Distfict
general metered service rates, to consolidzte the five present

minjmum-charge type cchedulez imzo 2 simgle service-charge type

-3=-
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sche&ule,_and to inerease its privete fire protection rates., The.
staff offered no obiections to the consolidation‘of rates noxr to the
change from minimum chaxrges to sexvice charges. In view of appli.’cant 's
consolidation of the maintenance and operation of the various Orange
County systems, there is no longer sufficient Justlfxcatlon for

separate tariff areass within the district.

The following Table I presents a comparison of applicant’s

present g§7era1*m¢tered service rates with those proposed by
applicant?
TABLE I

COMPARISON OF MONTHLY RATES
FOR GENZRAL METERED SERVICE

Pro-f
Ttem Present °posea

Schedule No. * Cs-1 CPS-1 CSR-1 OR-1 PA-l 0C-1.

Minimum oxr Service Charge $2.00# $2.50# $2.504# $2 SO# $2.00# $2. 20#‘
Fixst 700 c.f.per 100 c. f. 004  .00#  .00# . .00#  .00%# .182
Next 300 c.f.per 100 225  JO00F  LJOO0#  L00# .225  .182 .
Next 1,000 c.f.pexr 100 c. 225 .15 15 25 .225  .182
Next 1,000 c.f.per 100 225 .14 13 215 225 .182
Next 2,000 c.f.pexr 100 W20 120 1L 215 .20 A82

N 5,000 c.£.pexr 100 .17 A2 0 W11 A8 .17 182
9,000 c.f.per 100 L7 12 .09 15 17 182

11,000 c.f.per 100 Jz 12 .09 A5 L1200 U182
70,000 c.f.pexr 100 .12 .12 .09 JA2 0 12 .182

Over 100,000 c.f.per 100 .12 .12 .09 A2 .12 131

* (CS-1 is for Cypress-Los Alamitos-Stanton, excl. Park Lane
- and Rancho.

CPS-1l is for Park Lane.

CSR-1 iz for Rancho. o

OR~l is for Orange County, excl. Cypress-Los Alamitos~-
Stanton and Placentia.

PA-1l is for Placentia.

0C~l is for eatire Orange County.

Minimum charge or sexrvice charge for a 5/8 x 3/4=inch meter.

A graduated scale of increased charges is prov1ded foxr
larger metexs.

2/ Thke rates shown are the amended rates requested by applicant as
set forth in Exhlbzt No. 2, reflecting the correction of an error
in applicant's revenue estxmates pointed out by the staff

-
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The following tabulation lists the monthly billing amount |
for a typlcal residential customer using 2,200 cubic feét‘through
a 5/8 x 3/4~inch meter in each of the present rate areas a2t both
the present rates and those proposed (and authorized) in this
proceeding: | |

COMPARISCN OF MONTHIY BILLS
FOR THE AVERAGE GENERAL METERED CUSTOMER

: Present Rate Area _sPres.Rates:irrop.Rates:h Jnoerease o

Cypress-los Alamitos-Stanten, excl. . ' ' ‘
Park Ite and Rancho $5,38 $6420 15427
Park Lane L.28 .20 . Ly
Rancae Le2s - 6s20 - LB, - -
Orange Ceunty, excl. above and Placentia Sal3 6.20 AL.2

Placentia 538 6.20 15,2
% 2,200 cubic feot | |
The Placentia Tariff Area mow has an optional specizal
metered service schedule applicable to off-peak sexvice through |
4~inch and 6-inch meters. Rates for this service are somewhat lower
at higher consumption levels than for gereral metered service,
reflecting‘the benefit to applicant of large custemers who are willing
and able to utilize only off-peak deliveries. Applicant propéses
to increase the rate for this service, commensurate with its
requested increase in rates for genmeral metered service, to'change
from a minimum charge rate to a sexrvice charge, and to make the
revised schedule applicable thxoughout thé'Orange‘County-District.
Applicant now has a special interruptible measured irriga-
+ion rate applicablé only to the irrigation of five or more acres
of cémmercial cropg within the city limits of Placentia. No increase
is r%queéted in this rate nor in the company-wiée'rate-fo:‘;emporary

£flat rate service.

!
1
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N

Because of certain franchise requirements in Qrange County,
appiicant does not collect aay revenues directly from public agencies
for fire hydrant service. It proposes to cancel its presently,ﬁnused_
schedule for public fire hydrant service in Placeatia and the schedule
for fire hydrant service in parts of the Cypress-Los Alamitos~Stanton
Tariff Area which adds a surcharge to customers’ bills‘for metered
service. The staff opposes.thg cancellation of thé Placenfia:schedule.
We concur with the staff that a schedule of charges for public fifé_
‘protection sexrvice provides a more equitable distribution of costs than "
co collect those costs from other users. TFor examplé, a truck gaﬁdea
may use many times moxe water than a downtown office building, yet the
garden would have practically no need for, mor benefit from,'pu§l£c
fire hydrznts. Inasmuch as applicant is unable to collect appropriate

cherges from public authorities, however, there is no point in

establishing the usual fire hydrant wate schedule in the Orange County .
District. | e

Applicant's present "company-wide" private fire prdtectioﬁ
service schedule excludes the Culver City, Big Bear and Southwest
Districts. In rate proceedings involving those three districté; the
Coxmission found that a monthly charge of $2 per ianch diameter‘ﬁf
service was reasoaable, rather than the $1 per inch set forth in the
"company-wide" schedule. Eventually, when all districts have had rate
proceedings, the present "compan#—wide" schedule can be repléded’with
a‘revised schedule. In the meantime, as each distriet is covered by
a rate proceeding, a separate increased schedule is autﬁoriéed Lor

that-distric:.

Results of Operation . |

| Witnessés for applicant and the Commission staff have
znalyzed and estimated applicant's operaﬁional reéults;% Summarized
in Table II, from the staff’s Exhibit No. 11'and=applicant’é Exhibit
No. 7, are the estimated results of cperation for rhe tcsﬁ'year 1968,

under present rates and under those proposed by applicant.
G-
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TABLE II
ESTIMATED RESULTS OF OPERATION. TEST YEAR 1968

At Present Rates
Ttem : Staff Applicant

e A gsric S el
vetions . 3
Net Revenue

Rate Base 8,063,100 3,132 900
Rate of Return ' 5.59% : 5 47%_

At Rates Proposed by'gpnlicant,'
Seatk ~ Applicant

e Revemes e
ucTlons '
Net Revenue Y800

Rate Base £,063.100 8,132,900
Rate of Return 7.54%, 7.26%

From Table II it can be determined that the rates requested

by epplicant will resulz in an inerease of about 18»pcfcenﬁwin_
operating revenues, ,

| There are several small differences. between the estimates
presented by applicant and those presented By the Commiésion‘staff
for operating expenses and rate base. As hereinafter discusséd, the
rate of return is not excessive under either applicant's or the
staff's estimates, when the apparent future trend in rate of return

is considered, so there is no need to discuss or r»so*ve the

differences.

Rate of Return

In a recemnt rate p-oceedmng,lnvolvlng applmcant s Southwesu
Distriet, the Commission found that an average rate of return of
6.9 percent over the next three years is reasondble‘fo: applicant's
operations. In Exhibit o. 12, the staff recommeﬁds that thefrate
of return be set in the upper portion of 2 6,75 to 6.90 percent

range. .




Applicant's estcimates for the test years 1967 and~1968
indicate an amnual decline of 0.49 percent in rate of returm at
proposed rates. The staff's estimates, which exclude the effect of
a 1968 wage increase onm trend in return, snow an gonual decline of
- 0.31 percent at proposed rates. Exhlbmt No. 14 shows that, for the
past seven years, applicant's wage levels have increased each year
with a minimm of 2.7 percent in 1965 and 5.3 percent in 1968. The
average amnual wege increasse for that period is 4 percent.

The comparative rates of retummn £or two successive‘tést
yeaxs, or for a series of recoxded years, are indicatiﬁe of the
future trend in rate of return only if the rates of changc‘of;major
individual components of roverues, expenses and rate base ia the
test years, or recorded years, are reasonably indicative of the
future trend of those items. Distortions caused by abnormal,‘non;'
recurring or sporadically recurring changes in revenues, expenses,
orxmte base items must be avoided to provide a valid basis for
projection of the anticipated future twrend in rate’of return.

As ar indicaticn of the reasomableness of the trend in
rate of return derived from the test years 1967 and 1968, applmcant
showed in Exhibit No. 1 summarics of earnings for the years 1963
through 1956, based upon unadjusted actual recorded data. An average
decline of 0.42 percent per year was experienced during tha: pexiod.
Adju§ting for a non~recuxring income tax credit related’£o taxéé for
prior years, the éverage annual declino was 0.50 percent. There is
no reason to believe that the trend in'rate of return will_leQel-dff

in the next few years to less than 0.4 percent per yeér, which is

midwzy between the projections of applicant and the staff;
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The rate increase authorized heréin will;ngt'be'in éffect -
for about the first half of the year£l968. With_the;indicate&'fﬁture
trend in rate of return, the 7.26 to.7.34 percent return which would
bave resulted under applicant's proposed rates if in effect for the
full test year 1968, shouid produce actual rates of return of
approxirately 6.3 percent for 1968 wath only half of the year at the

new rates), 6.9 percent for 1969 and 6.5 pexcent for 1970.

:ndxnzo and Conclusmon

The Commiss;on finds that: |

1. Applicant is in need of additional revenues. .

2. The estimates presented by applicant and by the Commission
staff, of operatxng hevenues operating expenses and rate base for
the test year 1968, end an amnual decline of 0.4 perceat in rate of
return, reasonzbly indicate the probable range of results'0£
applicant's operations for the near future.

3. A rate of return of from 6.3 to 6.9 percent on: appllcant s
rate base for the next three years is not In excess of a reagonable
retura.

4. The increazses in rates and charges‘authorized?herein are
justified; the rates and charges authorized‘herein'are-réasongble;
and the present rates and charges, insofar as they differ from- those
prescribed herein, are for the future unjust and unreasonable.

The Commissioa concludes that‘the‘applicatidn‘shoﬁld“bé

granted.

IT IS ORDERED tkat, after the cffective date of this_otder,l'

appillcant Southern California Water Company is authbxized to file for

its Orange County District the revised rate schedules attached to
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this order as Appendix A, and concurrently to cancel its present

Schedules Nos. CS-l, CPS-1, CSR-1, OR-1, PA-1, PA-IM, CS-4 and PA-5;
and also concurrently to file a revised Schedule No. AA-4-to'rembve’
its applicability to the Orange County District. Such £ilings shall
comply with Genmeral Order No. 96~A. The effective date ofjthe'néw
and revised schedules shall be four days after the date of filing.
The new and revised schedules shall apply only to service rendered on
and afcer the effective date thereof. |
‘The effective date of this oxder shall be twenty daysv
after the date hereof. | ) , <¢;
Dated at Yoo puoiag , California, this _//.
day of vy JUNE | |

- e
N

LAY e
1 S e des
S om qng::s ‘

Commissioner Willsam X. Bonnest, be:!.ng
necossarily abs’e;z;_. cid not p.:rti?c«ipm;
1z the ¢isposition of thig proceeding,




APPLICABILITY

Schedule No. CC-lL
Orange County Tardiff Area
GENERAL METERED SERVICE

Applicable to all metered water service.

IERRTTORY

All or por'tion.s of the Cities of Anaheim, Cypress, Founta.:.n Valley,
Garden Creve, Ia Palma, Los Alamitos, Orange, Placeatia, Santa fna, Seal
Beach, Stanton and Westminster, and vicinity, Ora.nfrc CQun

RATES

V————

Per Mater

Quantity Rates: ' ' Per Month

Tirst 100,000 cudbie feet, por 100 cubie £oob ..... $ 0,182 -
Cver - 100,000 cubic feet, per 1CO cubic feet ..... :

Service Charge:

For 5/8 x B/h-i-n.Ch m@t@r AN E N B ET A ENE L EE AN RN RN RN

For
For
For
For
For
Tor
For
For

3/Li-inch meter terrenvenaasen
l—mCh- mC'tO:‘ dsP ab RS se BB Pt tar bRy
1eL/2-50Ch NELET cvevvscvvnvnrvrsconconane
2-111611 meter --oc.«o-oo--o-----o»v’-_.-.ooo
3=inek METET wvcrerererovrcnaracornons.
L=inch MCLCY evecorrrrrvrennannnsnces
6—5.‘3@11!&61}62‘--..--'-o........-..‘._...'.-.‘
B-dnch MELOT evcosrrorecrnnnnsmmmnns .

The Servico Charge is a readiness-to~sorve
charge applicadle to all metered sorvice and
to which is o be added the monthly charge '
camputed at the Quantity Rategs,

(1)

‘(C); .




APPENDIX A
Page 2 0L )

Schedule No. OC-9M
Orange County Tardiff Ax?ca
OPTICNAL SPECIAL METERED SERVICE

APPLICABILITY

Appldcable to all optional special metered water service.

TERRTTCRY

ALL or pertions of the Cities of Anaheim, Cypress, Fountain Valley,
Garden Grove, La Palma, Los Alamitos, Orange » Placentia, Santa Ana, Seal
Seach, Stantan and Westminster, and vicindity, Orange County. '

RATES

Pex- Metex
Quantity Rates: Per Month

First 20,000 cubic feet, per 100 cubic foet evew. $ 0.182
Over 100,000 cubic feet, per 100 cubic feet ov... C.12 .

Sexvice Chargo:

For h-inﬁh meter .l......’..O..“-'D-.P'IDO'r’.t.‘.'l.:.'“ $18.00
FOI‘ G-inCh. mmr LA LA A A ST R NS NIRRT XY TN PN 25000 !
FQ!’ 8—5.an. meter o.onoooo--.oo..tocco-c,oo-.oto--... 30&00

The Service Charge is a readiness-to-serve
charge applicable to all meterod service and
% which is to be added the monthly charge
computed at the Quantity Rate g,

SFECIAL CONDITIONS

l. Service under this schedule will be furnished only dbetween the
hours of 10:00 P.M, and 5:00 A.M. %he wtility will provide adoquate -
controls Yo prevent use of water at any other time. ‘ -

2. This schedule applics only to servico furnished through L-inch
or loxger meters. L : ‘ : A S

(?)

©




Schedule No, CC=li
Qrange County Tariff Arvea

PRIVATE FIRE PROTECTION SERVICE

APPLICABILITY

Applicable to all water service furnished to-'privaﬁcly owzed fire
Protection systems. ‘ .

TERRITORY

All or portions of the Cities of Anaheim, Cypress ,'Foun‘ta.in Valley, - (m
Gaxrden Crove, La Palma, Los Alamitos, Orange, Placentia, Santa Ana, Seal |
Beach, Stanton and Westminster, and vieinity, Orange County. (T)

RATE

Pexr Month

For each inch of diametor of service connection ense $2.00 R ¢9)

SPECIAL CCNDITTONS

L. The fire protection service comection auell be installed by the
wtility ond the cost paid by the applieant. Such rayment shall not be
stdhject to refund. : : "

2, The minimun diameter for fire protection sexrvice shall be four
inches, and the maximm diameter shall be not more than the diameter of
the main 4o which the sexrvice is comneccted,

3. If a distribution main of adequate size to sorve a private fire
protection system in addition to all other normal service does not exist
in the street or alley adjacent to the premises 1o ve served, then a
service main Lrem the nearest existing main of adequate capacity shall be
installed by the utility and the cost padd by the applicant. Sueh payment
shall 2ot be subject to refund, o

(Contimzod)
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APPENDIX A
Page L of L

Schedule No. 0C-4

Crange County Tarifl Ares

FPRIVATE FIRE PROTECTION SERVICE
{Continued)

SPECTAL CONDITICNS (Comtinued).

L. Service hereunder is for private fire protection systems to which
no commections for other than fire protection purposes are allowed and
which are regularly inspected by the wnderwriters having jurdsdiction,
are installed according to specifications of the utility, and are maintained
to the satdsfaction of tho utility., The wiility may install the standard
detector type mebter approved by the Board of Fire Underwriters for
protection against theft, lealkage or waste of water and the cost paid
by the applicant, Such payment shall not be subject to refund.

5. The utility will supply only suck water abt such pressure &s

my be available at any time through the nommal operation of its systeme




