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Decision No. s @%a g 1S TR
o No. _ 75877 | i
BEFORE THE 2UBLIC UTILITIES COMMISSION CF THE STATZ OF CALIFORNIA

Application of JUNICR WATER Co., INC.
for authority to issue notes amd to Application No, 50794
increase rates for water service. (Filed December 30, 1968)

Allan F. Kerr and Everett L. Clark,
Lor spplicant.

Patricia L. Ready, Vivian Cunningbgg
Sprcer and Marvin Wise, in propria
personae, protestsnts.

Paul E. Palper, in propria persona,

STerseeed Shrey.

Jerry J. levander and Raymond E.
Heytens, for the. Commission staff.

By this application, Juior Water Co., Inc., woich

Zurnishes water service to some 1,148 comsumers in the west part
of Norwalk, seeks to imcrease its rates by & gross amnual amount
of approximately 511,900, or 28.5 percent, according to its
estimates of its operatioms for the year 1969. As of August, 1968,
flat rate service was being furnished to 999 residential bremises,
end 145 zesidences, three schools and ome church were metered.

The average metered consumer used approximately 1,500 cu. ft. of
water per meter per month, snd the average flat rate residential
customer usage was calculated at 1,740 cu. £t. per service cotnec~
tion per month. The company polices the individual flat rate
usages, and installs meters where, what it considers, excessiQe

amounts of water are being used by a flat rate service customer.
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Applicant also seeks authoxrity to issue long-term notes
to Ponticopoulos, a limited partmership, and to Allan F. Kerr,
an individual, and its presideﬁt, in the aggregate amount of
$52,147.15, composed as follows: A4n $11,719.90 note to be issued
to Ponticopoulos to refinmance the balance due the latter, plus
$20,000 of additional fimancing for plammed improvements of
existing utility plant, and to purchase and install meters at
existing flat rate serxrvice conmnections. Said total amount is
proposed to be amorxtized in fouxr years and five months at the
rate of $700 per month. The short-term mnotes totalling $20,426
are proposed to be issued to Allan F. Kerx to refinance existing
short-term notes issued to and held by Kerr and current liabilities
to Kerx for net salaries of $5,649 for 1966 and $5,676 net‘salary
for 1967, and Kerr's current salary liability of $5,676 for 1968.

The recoxrd shows that applicant’s officers and directors
are Allan F. Kerr, president-director, Katherine V. Kerr, vice-
president and secretary-treasurer and a director, Perc Fleming,
director, C. Clement Peterson (C.P.A.), director, and Spiros.G.
Ponty, director (father and father~inm-law of Xatherime V. Kerr
and Allan F. Kerr, respectively).

Public hearing was held before Examiner Warner on

Apxil ZZ, 1969, at Norwalk. Three customers appeared and ome

custoner telephoned to protest the lack of systeawide wetering,
but had no objection to the rete increase proposed. They contended
that their having been placed on metered service‘constituted

discrimination against them in favor of the flat rate users,
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especially their immediate nmeighbors. Ome customer complaimed of

oily scum im his domestic water, Exhibit No. 3 is 2 :r:epo:t on
the results of applicant's investigation of this complaint directed
by the Commission.

Applicant was organized in 1949 and first commenced
business as a public utility, pursuant to authority granted by
Decision No. 44038, dated April 11, 1950, in Applicatiom No. 30883,

to furnish water service in three subdivided tracts in Norwalk,
wirich have been fully developed. Thexe is mo room for further expan~

sion. The water supply from three wells is limited by the adjudicated
allowable extraction right frem tne Central Basin growmd waters
which is administered by the "Watermaster” in the Department of
Water Resources of the State of Califormia, pursuant to the '"Decree'
in Case No. 786656 of the Los Angeles County. Superior Court. Said
allowable extraction right is 590 acre-feet per year. Applicant

may sell surplus water to the "Exchange Pool" amd, in fact, did

so in 1967 when it sold 52 acre-feet for the sum of $1,710.28,
equaling $32.89 per acre-foot. However, when applicant's water
System requirements exceed 590 acre-feet, which they did in 1968,
and wight occur more frequently if flat rate consumers were not
cautioned and urged to comserve water, limited purchases might be
made from the "Exchange Pool'.
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Applicant's present rates have been in effect since 1961.
They were autborized by Decisiom No. 61517, dated February 14, 1961,
in Application No, 42401,
The following tabulation compares the present, proposed,
and authorized rates for flat and gemeral metered services:
Comparison of Present, Proposed,

and Authorized Flat and General
Metered Service Rates

Flat Rates

Per Service Comnection Per Month
esent opos uthorize
Rates Rates Rates

Rates:

For a single family residence
including premises not exceeding
6’000 sq. ft. in area LR N N N X X N N NN ] $ 2'75 $ 3.50 $ 3.30
a. For each additional residence

on the same premises and served

from the same service conmection 1.40 1.75 1.70
b. For each 100 sq. ft, of area in

excess of 6,000 6q. fCeveeews.. 0,025 0.025 0.03

General Metered Service

Per Meter Per Month
Present Proposed  Zuthorized

Rates Rates Rates

Quantity Rates:

First 1,000 cu.ft., or less ...... $ 2.40 $ 3.00 $ 2.65
Next 200 cu.ft., per 100 cu.ft. * «20 «20
Next 1,800 cu.fr., per 100 cu.ft. 17 .20 .20
Next 2,000 cu.ft., per 100 cu.ft. 15 <20 .20
Over 5,000 cu.ft., per 100 cu.ft. <10 .15 .12

Minimum Charges:

For 5/8 x 3/4-inch meter ...vceeae $ 2.40 $ 3.00 $ 2.65
For 3/4-inch meter v..eee.es  3.50 - 3.50 3.75
FOI 1-i.nCh. meter sancoanss 5.00 5.00 6-00
FOI l%-inCh meter oo essvve 7-50 7.50 11950
For Z'inCh meter X R FE YWY 12.00 12.00 16000
For 3=inch meter .e.eeecees 20,00 20.00 26 .00
For 4e-inch meter ......... 30.00 30.00  40.00

* Included in the minimum charge of $2.40 above.
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Applicant’s consulting engineer submitted the 57-page
Exhidbit "E'" attached to the application as a general'reporﬁ on
applicant's operations for the year 1967 recorded and adjusted,
1968 normalized, and 1969 estimated. Said report was dated
December 20, 1968.

A Commigsion staff fimamcial expert and two engilneering
experts submitted, as Exhibit No. 2, a report dated April 17, 19665,
on the results of their investigation of applicant's opéra:ions
for the year 1968 adjusted end the year 1969 estimated.

The following tabulation compares and summarizes thke

earnings data contained in Exbibirs "E" and No. 2:

Summary of Earmings

Year 1969 Estimated

Present Rates : Proposec Rates
Per Co., : Per PUC : Per Co. Per PUC

£x, "E" : Ex. 2 - Ex. "E" : Fx. 2
Operating Revenues $ 41,736 $42,670 $ 53,637 $ 55,050
Operating Expenses 27,545 26,880 27,545 26,8830
Depreciation 4,563 4,450 4,563 4,450
Taxes 6,166 6, 540 9,845 10,370
Subtoral 38,274 37,870 41,953 41,700
Net Revenue 3,462 4,800 11,684 13,350
Rate Base 138,454 136,410 138,454 136,410

Rate of Return 2.50% 3.52% 8.447, 9,797

Ik 4 8y AR
e % bk

Iltem

There are no significant differences in estimates of
applicant's operations for the year 1965 submitted by either the
applicant or the staff.
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A 10 percent surcharge to federal income taxes was imposed
by the Revenue and Expenditure Control Act of 1968. The surcharge
was retroactive for the full year 1968 and expired Jume 30, 1969. I£
the surcharge {s reinstated at some time in the near fufure, we
would be receptive to a supplemental £iling by applicant in this
proceeding requesting appropriate additiomal rate relief. If the
surcharge 1s reinstated at the previocus 10 pexcent level, the
'corresponding surcharge on applicant's rates for meteved and residen~
tial flat rate service will be 0.7 percent.

The staff finencial witness recommended a rate oL return
of 8 percent on the staff’s estimated 1969 rate base of $136,410,
which would produce utility operating income of $10,913. After debt
sexrvice of $2,143, thié would provide a return of 9.4 percent on 1968
year-end pro forma equity capital of $93,638. id computation does
not take into consideration interest on short-term notes.

The staff recommended authorization of s note to be issued
to Ponticopoulos for $31,721 payable over a l0-year period with
interest at 7 percent per annum on the unpaid principal, which would
require principal and Interest installments of $368.36 per month.

The staff did not recognize any purpose or benefit to be derived from
authorizing the refinancing of $20,426 of short-term notes due
applicant’s president Kerr. It contended that such refinancing pro-~
posed by the applicant would merely be a change in the form of debt
between the same debtor and c¢reditor,-and opposed the authorization
of such refinzncing.

The staff also recommended that the utility should file a
tariff schecule for fire hydrant service and that it should use
depreclation rates set forth in Table No. 3-A of the steff report.

The staff further recommended that future depreciation rates be re-

viewed at five-year intervals or whenever a major change in depreci-

able plant occurs.
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Findings
- The Commission f£inds that:

1. Junior Water Co., Inc., Ls a public utility corporation
under the jurisdiction of this Commission furnishing wécer sérvice
as of August, 1968 to some 1,148 customers in the City of Norwalk
including 145 general metered residential services, thxee schools
and one church, for a total of 149 metered services, and 999 unmetcred
flat rate customers. The sexvice area 1s fully occupied, and the
company s three wells are its sole source of water supp1y<which is
1ﬁm1ted to production by an allowable extraction right under Superior
Court "Decree” to 590 acre-feet per year.

" 2.a. The rate of return of 2.50 percent estimated by the appli-
cant (3.52 pexcent estimated by the staff) which would be orodcced“

by applicant’s present rates for the'year 1969, is deficient, and

applicant {s in need of financisl relief.

b. The rate of return which would be produced by the proposed
rates, estimated by the applicant to be 8.44 perxcent for the year
1969 (9.79 pexcent estimated by the staff), is excessive.

c. The rate of return of 8 percent on an estimaced rate base
of 3136 »410, when related to the operating expenses and depreciation
calculaced by the staff after taking into account the effect of taxes
on income, all for the year 1969, is reasonable-

'3.a. Applicant’s proposed financing is not the best method and
would place an undue financial commitment and burden'on applicant.

b> The financing proposed by'the Comnission staff is reasonable.

be Equitable treatment of all of applicant's consumers re-
quires that applicant install meters, universally, in larger numbers
than 1t has scheduled for the immediate future.

5. The money, property or labor to be procured ox paid for by
the issue of the note herein authorized is reasonably rcquired for the
purposes specified herein, which purposes are not, in whole or in part

4

reasonably chargeable to operating axpenses or o income.

. .
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6. The staff proposal concerning £iling a tariff schedule for
fire hydrant service 1s reasonable.

7. The staff recommendatidn#ifor depreciation rates and
procedures are reasomnable.

Conclusions

' Based on the foregoing fiﬁdings, the Commission concludes
that the application should be granted in part and denfed in part

and that Junior Water Co., Inc., should be autﬁ&fléed to file new’
schedules of rates which will produce gross amnual revemues of
$51,160. After deducting operating expenses, depreciation and taxes
totaling $40,250, net utility operating income of $10,910 will result.
The gross anmial revenues to be produced by the authorized rates will
be an increase of $8,490, or 19.9’percent, over the revenues estimated
r£o be produced by the present rates, but $2,480, oxr 20.9 peicent,
less.than sought in the application.

Junior Water Co., Inc., should be authorized to issue its
promissoxy note to anticopoulos for $31,721 payable over a 10-year
period with incerest‘at 7 pexceant per annum on the unpald principal,
with principal and i#te;est installments of $368.35 per month.

The application for authorization of the refinancing of

$20,426 of short-term notes due applicant’s president Kerxr should be
denied.

Applicant should be directed to submit and carry out & plan
for the complete metering of 1its water system within five years and
should submit, in writing torfhe Commicsion, semiammual reports of
its progress therewith.

Applicant should be directed to f£ile a tariff schedule for
fire hydrant service. |

Applicant should be dirxected to file depreciation rates as
set forth in Table No. 3~A of Exhibit No. 2 and review such rates as

recommended in paragraph 32-a of said Exhdbit No. 2.

8=~
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IT IS ORDERED that:

l.a. This application is granted in part and denied ir part,
and Junior Water Co., Inc., 1s authorized to f£file, after the
effective date of this oxder, the revised schedules of rates as
set forth in Appendix "A™ attached hereto. Said rates shall be
effective four days after the date of filing and shall apply only
to service rendered on and after said effective date. Such filirg
shall comply with Ceneral Order No. 96-A.

b. Applicant shall file, in accordance with Gereral Order
No. 96-A, a tariff schedule for f£ire hydrant sexrvice.

2.2. Junior Water Co., Inc., for the purposes specified in this
proceeding, may issue its promissory note to Ponticopoulos for
$31,721L payable over a 10-year period with interest at 7 perceat
per annum on the unpaid principal, with principal and interest
installments of $368.36 pex month.

b. The application for authorizetion of the refinancing
of $20,426 of short-term notes due applicant’s president Kérr is
denied.

3. For the year 1969, applicant éhall apply the depreciation
rates set forth in Table No. 3-A of Exhibit No. 2. Applicant

shall review 1its future depreciation rates at five-year intexrvsls

or whenever a major change in depreclable plant occurs. Any
revised depreciation rates shall be detemmined by: (1) subtracting
the estimated future net salvage and the depreciation xesexrve fxom
the original cost of plant; (2) dividiag the resuit by the estimated
remeining life of the plant; and (3) dividing the quotient by the
original cost of plant. The results of each review shall be
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submitted promptly to the Commission and upon recognition by the
Commission that the rates are acceptable, applicant shall use
such revised rates in recording future depreciation.

4. Applicant shall submit in writing to the Commission
and carry out a plan for the complete metering of its water
system'within five years, and shall submit in writing semiannual
reports of its progress therewith.

5. Applicant shall file with the Commission a report, or
reports, as required by General Oxder No. 24-B, which order,
Insofar as applicable, is hereby made a part of this oxrder.

6. In all other respects, the application is denied.

The authority herein granted o issue a note will become
effective when applicant has paid the minimum fee prescribed by
Section 1904(b) of the Public Utilities Code, which fee is $2S.

In other respects the effective date of this order shall be
twenty days after the date hereof.

Dated at San Frapeies , California, this y*
day of JULY

;/;Fﬁ
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Schedule No. 1
METERED SERVICE

APPLICABILITY

Applicable to all metered water service.

TERRTTORY

Portion of Norwalk and vicinity, los Angeles County.

RATES .
Por Meter
Quantity Rates: Par Month

First 1,000 cu. £t. 0r 138 .ociirerrnieennen $ 2.65
Next 4,000 cu. ft., per 100 cu. ft. cceveen.s .20
Over 5,000 cu. £t., per 100 cu. . creeuecnrs .12

Minimum Charge:

For 5/8.x 3/l~fnch meter ...ccvveceness ceesmnnn
For 3/L=inch meter

For 1einch Meter .ivercevecvccsonnvnan
For 1A-3nch MELET .vvervncrcrrrancncnns
For T 2=ineh meber L..iicceiirecnccranne
For Ainch meter vo.veeeeerrescannenss
For Leineh meter vevecevesscacnsasenne

The Minimum Charge will entitle the customer
t0 the quantity of water which that mizdmum
charge will purchase at the Quantivy Rates.
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- --Schedule No. 2R
" RESIDENTTAL FLAT RATE SERVICE

APPLICABITITY

Applicable to all flat rate residential water service.

TERRITORY

Portion of Norwalk and vicinity, leos Angeles County.

RATES . Por Service Connectien
Per Month

For a single~family residential unit,
including premises not exceeding e : ,
6,0% Sq. fto in 31‘08- sepaBbeaensnrvasrprsbes s 3-30

3. For each additional single-family
residentisl wnit on the same premises
and served from the same service
connection cesasssmsasnertresssacs

For each 100 s3q. £t. of premiszes in .
excess of 6,000 sq. %, covecvcecennans

SPECTAL CONDITIONS

L. The above f.i;;t rates apply 0 a service connection not larger
than one inch in diameter. '

| |
2. If the utility so elects, a meter shall be installed and service t
provided under Schedule No. 1, Metered Service. (¢c)




