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Dec1s,ion No. __ 7_8_1_76 
" 

BEFORE nm PUBLIC UTILITIES COMMISSION OF tHE: SIA!E OF' CALIFORNIA' 

In the Matter of the Application of 
ROSSMOOR WAXER COMPANY For au Order 
Authorizing a R.aise in Rates. 

App11cat1onNo.. 50365: 
,(Filed July·.1 ,.1968) , 

(Amended: January 20,,'1969) 
. ,-' . 

In the Matter of the Application of 
ROSSMOOR WAXER COMPANY For an Order 
Authorizing an Increase in Rates to 
Offset the Inereased Cost of Purchased 
Water, Increased Ad Valorem and Income 
Taxes and to Adjust Amortization of 
Regulatory Commission Expense. 

Application No.. ,5.1980' 
(Filed June 22, 1970) 

Milford W. Dahl, Attorney at Law, for 
Ros~oor Water Company, applicant. 

Martin E. lYhelan, Jr., Inc., by 
Martin E .. 'Whelan Jr., Attorney at Law, 
lor Leisure Worla Foundation and Mutual 
Housing. Corporations of Leisure World; 
John W. Reed; James Hopson; Don Dring,; 
Robert K. Booher; 0.. S.. Ksrn ~ Charles. 
R. 0 i Brien ; G.. B-. Arthun and E. j.. Wagner) 
protestants. 

Chester 0.. Newman. for the corcmission staff. 

OPIN'ION ..... -.---------
" 

'Ihe. above matters were conoolicLltcd forhcaril':.g.cnd .:lfterdue 

uotiee, public hearings thereon. were" held before Ex.aminer Roger,;;~'1,i 
,. , ,~~ -..... 

Laguna HUls, California, on October:" and 8, 1970., Attbe con­

clusion of the last day of hearing the· parties were givent:tmeiu 

whieh to fUe concurrent briefs. Briefs were flIed' and; the matters 

were submitted. They are ready for decision. 
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A~50365 - LR 
A-S1980 

Ristory 

" ~ 

Application No. 5036S was filed 011 July l,~ 1968 and an.,. , 

amendment was filed on Jauuary 20, 1969'. On February 17 "l969',. :~ 

applicant requested au interim rate increase, and on March 'lS:~, '1969' ~ 

this request was granted by Decision No. 75458:. 'Ihereafter",after, 

five days of hearing the CommissIon issued Dec:tslotl, No,. 7638:7" 

authorizing iuerea.sed rates~ ,!heserates were modified',' to,t ,the' 

presently effective level by Deci.sion No,. 76662~datedJanuary' 

1.3, 1970. Leisure World Foundation and Mutual HOuSi:ngCorpCfrat:tons 

of Leisure 'World, hereiuafter Leisure Wor1d'~ filed' a document on 
, .'. 

December 3~ and an amendment on December'17~ 1969, allegingtbat:the, 

tariff schedules approved by Deeision No. 76387' would produce excess 
, " . " . \ 

re.venues over the 7.2 percent rate of return' found reasonable' by the 

Coxmniss1ou. The Commission, in Decision No. 76662,. 'supra', s~ated:: 
"'l'be allegations contained in the response of Le:lsure World,,' 

7ouudat1on are without merit in that they are based'on' assumed test 

year volumes of metered coustruetionwater sales'> and" are" incon­

sistent with other elements of the test year' estimated" operating , 

results." 

O:l January 23~ 1970, Leisure World filed a document 

entitled "Petition. for Modification of Deeisiou'and'Order as 

Modified; Petition for Rehearing; aud Petit'ion, for'Suspension' of 

Order Modifying Decision't.. On March 9', 197(), Leisure;W0rldfile'd 

a document entitled uAbando'CJllentof Petition for' R:eheari~',r' in, 

which it alleged that' proper modification' may be effected: Withou~ a 

rehearing. , 

-2-
" I' 

. , 
" , 

....... ' 
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"". .. .. 

On April 7,1970, the Commission ,issued its' "Order 'Granting 

Rehearing" (Dec:1aioll No. 77055) in which it '8ta.te~, that Jr' -- s.a!d 

rehearing shall be limited to, the subject of coustruction water,' sales 

and revenue aud related expense 1tems~and the effect8uch matters, 

may have, if any, 011 the rates fixed in Decision. No;"6662" .. " , 

On J\me 22, 1970,:the applicant filed, Application No.: 

51980 entitled: "In the Matter of the Application of ROSSMOOlt WATEIt, 

COMPANY, For an Order Authorizing an Increase1.nltates to Offset the ' 

Ine-rease<i Cost of Purchased Water, Increased .:.Ad Valorem and' Income 

taxes and to Adjust Amortization. of Regulatory Commission Expense"'. 

:the Examiner consolidated the matters. for hear1ug ~d, 

advised all parties that tnasmuch'aB the newapplicationneeesaarily 

included the limited rehearing, the rehearing on Decls:1011 No'~ '7666Z 

would 'b:e diat1ds8ed. We coucurin th1s rulingalld~ will dismiss, the 

rehearing of Decision No. 76662 thereby f:f.nal1z1ng, that, matter. 
• '.<.' • 

. ,' ,., 

-., . .' 

c." • 

.',' .. 
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The petition for modification (Application, No.~51980:) 

relates to cost and quantity o~ purchased water~ inc:reasedtaxes, ',. 

(ad valorem and income) and regulatory Commission expense'. 

Rates 

'l'he applicant proposes to' increase' its rates as:. follows: 

GENERAL l-reTEREIl SERVICE, 

Present Proposed.',:' " 
, ?ermer-er' Per': meter,' , 
p~~'';month:'p;er: '''month::'' 

~tity Rates: 
~ ,~ .' '. , ,,\ 

.. ~" 

First 
Next 
Next 
Next 
Next 
Over 

500 cu.ft. or less ••••••••••••• $-
800 cu..ft., per 100 cu.ft. .. .... .. 

6~700 en.ft.> per 100 cu .. ft ...... . 
10,000 eu.ft., per 100 eu.ft •••••• 
30,000 eu.ft., per 100 eu.ft •••••• 
48,000 cu.ft.~ per 100 cu.ft ...... . 

3.75, "$ 
0 .. 50' 
0 .. 38: 
0.35 
0,.31 
0.29' 

3.86' 
0.522 
0.402" 
0.372 
0.,331 
0~311. 

Mi:nimum Charge: 

Rates 

For 5/8 x 3/4-ineh meter 
For 3/4-inch meter 
For 1-inch'meter 
For l~-inchmeter 
For 2-fnchmeter 
For 3-iuch meter 

.. ~ ..•......••.. 
3-.75- '$" 3.86," 
5'.00 " 5.15-
9'.00 9.25-

15,.00 15.50 " 
24 .. 00 24.75 
3~7 .00' 3&.00' ' 

•••••••••••••••• ,$ 

....••.......... 

..•..•..•. ~ ..... 
•• ' *' • • • .... e· ........ - ., .•.............• 

For 4-inch meter 
For 6-inchmeter 

55-.00 57.00 
110~OO" 113, .. 00 

........... .......... 

......••.••..••• 

METERED CONSTRUCTION 'WATER 
Present'::, Proposed .' .; 
Per. meter .. ' Per . .meter ':" 
per -month:: per month :, . 

Quantity Rates: 
.. '. 

First 12>500 cu.ft. or less ................ $, 38.00'; 
Over 12~500 <;u.ft':'~ per 100 cu ... ft. ... ..... .30 .' 

Minimum Charge: 

For 2-tnehmeter 
For 3-inch meter 
For 4-inchmeter 
For 6-inch meter 
For 8-inch meter 

....•.•....•..•....•.... ......................... 
$, '38:'00:' , $ 

51 .. 00·, 
•••• , ........................ , ••• ' .;;': 76,.00"', 
•• e .•••• ' ••••••••• e· ••.••••• ,.'. 150':.!00'·· ............. ' ..... ' .... .,. ... , ..•. : ,.300.00 
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A staff hydraulic engineer recommended. that the applicant 
, ...... " 

'be perm.1tiCd to increase its general m~~~ed rates to the following. 

level: 

, , 

Per Meter,' • 
,'permonth 

. Quantity Rates: ' 

First 
Next 
Next 
Nett 
Next 
Over 

500 cu.ft. or less ..................... $- ·3.80 
800 cu.ft. J per 100'eu.ft. •••••••••••• .50 

6 J 700 eu.ft. J per 100 eu.ft. •••• •••••••• .39' 
10,,000 cu .. ft .. , per 100 cu.ft. .............. .35-
30,000 cu.ft. J per 100 cu .. ft. ............. ..31' 
48,000 eu.ft. J per 100 cu.fte .............. ;. .30 

Minimum. Charge:, 

For ~/S x 3/4-ineh meter 
ror 3/4-iueh meter 
For l-fnch meter 

...................... ~.$ 
" ......................... 

........................ ' 

For l%-iuch meter 
For 2-iuch meter ..... to ......................... , • 

For 3-iuch meter' ................................... ' 

.......•...•.•• ~ ...... . 
Fo~ 4-inch meter 
For 6-inch meter 

...•..•... ~ ...........• 
•••.•.•....... ~ ....... . 

The Mfnt=um Cbarge.w111 entitle the'cuStomer 
to ~ quaut:f.ty of wa.ter which that' m1'01mtml 
charge will purebaseat the Quantity Rates. 

3.80· 
5.00 
9.00 

15.00 
24.;.00 
37.00: . 
55~OO 

110.00 

'!he engineer stated that proration of the recommended 

increase in revenue between the General Metered Serv!ce.sehedule and 

the Metered Coustr\1ctiou Service schedule results1nan. :[uereaH for 

the Metered Construction Service schedule of $170·wh:Lchforrate 

ealculatiou purposes is not sign:f.fieaut. 

In Decision No. 76662" supra, the Commission. ,found a:ratc' 

of return of 7.2 percentou applieaut t s adj,usted~, rate" ,base' of 
., .,. ) 

$2~091>960 reasonable~ 
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.; • 'I 

1 ~\".' 

lu-:ealculating the re:ven~es 'ap'Pl1cant would receive from: 
,I '.' • 

construction 'water sales for the, p:Urpose of determining reasonable 

rates on Application No. 5036'>, the Commission erred'in' that' it ' 

overestimated the amount of cons~tion water sold· for the test 

year by 314.1 acre-feet and' assumed the applicant had'·;:ev~ues. 
1/ " 

(and corresponding expenses) on that bas:ts:- ' 

. For the present proceedtng~ tbe staff engineer adjusted 

..., .... 

the reveuues to reflect'the reduced water purchases, 4,.OlO.3,aere~feet, 

and increased cost of water per acre-foot, $4.00" and s.dj~st~C:for 
" ' ' ',,' . 
increased taxes and regulatory Commission expe~e&, then'ealeulate~ 

the added revenues required to enable applicant tc>raaliZe' the 7.2, 

percent rate of re~ heretofore ,found reasonable for:' 'theo.i>plieant .• ::. 

1/ At the time of the hearing. on Application No,. 5036'>" the "cost' , 
of water to applicant was $66.50 per acre-foot; thus-the ,ex- . 
pe:lSes for water were overstated by approximately $20,888~ " 

" 
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A-SQ36S LR 
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The staff'$ adju&ted summary ofeanings, :[s as· fol1.ow~: ' 

· · · · · -· .. .. .. 
· .. 

· · .. . , 
· .. .. .. .. .. 

Item · · 
Operating Revenue 

Deduct:lons 
Purchased'Water 
Reg. 'Commission Exp. 
Other Operating Exp. 
Depreeiat:lou 
Ad Valorem. Taxe$ 
Payroll Taxes 
Taxes (lU Income 
~otal Deductions 

Net Revenue 

Rate Base 

Rate, of I<:eturo. 

summaH of EarningS 
Year 69 Esttm~tea 

t$tumn I · ~oIumn ~ · ~ .. -, · .. · As .. · Authorized : Adjustments' 

$ 667,70.0 $ ·7,450. 

28:7 $70. (4,840.) , 
" 

4,0.0.0. 4,720." 
85,530. -
79,830. -, 
53·,320. 2,740. 

1,70.0. -
4.1950. 4 z840 

516,90.0. 7,460. 

150.,80.0. -
2,0.91,960. 

7.21-

(Red'Figure) 

· ~orumn J · .. Staff · :., Estimate 
:'Iuelud1ng > 
: Offset, ' · " Changes: · 
} &7S.~160 

282:730.:' ,. , , . 
8.,720., 

85'530. " , 79',830.: 
56',0.60., 
1,.70.0. 
9'z790: 

524,:360.: ' 

150.,800.: , 
" 

2,0.91,960.:' 
, " .. ' 

" 7;~ 27.::,' '" 
" 

" 

" 

In the above table, Column 1 summa r:l..ze s revenues , " 

· .. 
· .. 
· .. .. · · .. ' .. 
~ 

expenses and rate base to determine the rate of return' for the year 

1969 as authorized in Decisions Nos.. 76387 and 76662.' Column 2 

shows the combined effect of the increase in purchased:' water, cost ' 
, , 

of $4.0.0. per acre-foot and tbes.taff's revised estimate of metered 

CO'DBtruetiou water sales together with the staff estimates of the 

adjustments to offset the increased expenses noted'," and the 

i:c.crease in gross revenues necessary to produce a rate" of return 

of 7 .21.. Colllmn 3 presents the staff estimate f~~ 1969: including , 

all of the adjustments shown in Col\UllQ., 2: .. 



A-5036S U/gf' .,; 
A-5l980 -

" 

tt 

, , 

Applicant requests, increased rates to, offset the effect 

of the increase in cost of purchased water. El,Toro' Water District 

(applicant's sole source of supply) increased its charge for ,water 

from $66.50 to $70.50 per acre-foot, effective July 1, 1970" or' an 

increase of $4.00 per acre-foot for, all water' purchased by 'applicant., 
, , ' " ,,2/ 

However, as a result of revised construction ,water sales estimates;' ' 

the amouut of water purchased by applieanthas, beenreduced'"from, ' " 

4,324.4 acre-feet to 4,010.3 acre-feet. '!be net effect of: the' 

$4.00 per acre-foot increase in cost of purchased water",together 

with the dee:ease in the estimated amount of waterpurcbased:" 

results 1:1. .a net, decrease of $4,84.0 in the est!mated: 1969': cost of, 

p-u:cha.sed water. 

rae applicant cO'Ccedes that the, amo\mtof water purchased 

was overstated due to le~ construction water'being sold, thantb,e 

Commission estimated. Nevertheless, the applicant 'attempts., by' 

some. calculation legerdemain, to show that it is entitled' to an 

additional $15-,997 to compensate for a clailIied :Lncreased' cost of, 
water. 

We find that the stafftsestimate of the net, cost of 

pw=cbased water 1s reasonable and it will be used. for:the p:poses 

0: this decision.' 

Applicant also r'equests au increa.se in rates to: offset 

increased regulatory Commission e.-q>enses incurred over the past. 

three years. Applicant's expenses for this proceeding through· 

December 3J., 1969 exceeded' that adopted inDecision No:. '76387'by 

$23,600 or $4,720 per yeax' spread over· a five-year, period.· 

'£1 The applicant recorded ··11 .. 6 acre-feet 'of ' p'Urcha$edwate~ less :., 
than the staff allowed. 
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e. 

The applicant and the staff agreed,'onthe amount of the 

regulatory Commiss,io'Q expense inC%'ease. We find that the:, sum .0£ 

$8., 720 per yea:r (for five years) is a reasonable sum. to' allow for', 

regulatory Commission expense. 

Ad valorem taxes are~ at this t1me,strictlyestimates., 

As they are estimates we will accept the staff'swhiehwe find 

reasonable. 

The staff's est:l.mate of income taxes is higher andw1l1 

be.. accepted. We fiud that the staffts estimate of ,i:nc'ome taXes is: , ' 

reasonable. 

We find that the stafffs, estimates of, tbecb8nges, 

necessary to give the applicaut a 7.2 percent rate of return on the 
" , 

$2,091,960 rate base found'reasonable by Deeisi.on'S"'Nos,~, 76387 'and, 

76662,. supra,. ,are reasonable and should be', adopted herein. 

Several water USers appeared as protestants. ',they 

objected to iDereasedrates andtbe water quality. " 

The rates, of course, are held: to' the; lowest possible 

level consisteut with a reasonable return' to the applicant on' ,its 

investment. Ihis the Commission has always attempted to. do. 

Comparisons with other utU1ties' are' unfair unless, revenueS, expenses,,.. 

rate base (perceneagewise) and' cc>st' of money are' comparable~, 

Some of the consumers talked:' about the waterqua11ty and 
, , 

taste. It appears that the applicant's sole source of'supply is 

the El 'IoroWater Dist:ict. Tlle district's reservoir ,has ,acquired 

a great deal of mariue growth which' may cause some of the taste . 

objected to. Applieant bas cont~eted the distr:tct:relativeto: 

cleaning its reservoir. The chlorine taste, if there :[s" such,. " is 

periodic aud there appears to be nothing tb~ appl:Lcant~an'do to.: 
alleviate such. 

-9-
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Findings and Conelus.ions 

'XheCommission finds that: 

, ~ 

1. The Order on Decision No .. 76662,' elated, January 13·" 1970, 

in Application No. 50365 ,should' be affirmed. 

2. 'there were errors in calculating the amount of· water 

required in arriving. at the. rates set in Dec:ts.1on No. 76662 but, 

said errors, are corrected by the order herein. 

3. Applicant is in need of increased revenue.a to, offset the­

error resulting. from the water use calculations in Decision" 

No. 76662, supra, the increased'cost per aere-foot,of'purchaaed 

water, the increased ad valorem and income taxes", and' adde~ 

regulatory expenses. 

4. The staff's estimates of the revenue increase requ:l.redto , 

offset the smaller water usage, increased cost of water, increased, 

ad valorem. and income taxes and regulatory Commission expense are ' 
reasonable and should be adopted. 

s. The increases in rates and c~ges authorized herein -are " 

reasonable 4'Di'the present rates and charges insofar. as they' differ' 
41" ~ 

from those preSe~ibed herein are for the future unjUst' and. " 

unreasonable. 
('''' . ,-

We conclude that the Order of Decision· No.}'; 76662, should .. ' 

be affirmed and that applicant should' be authorized to, ,increase 

its general. metered rates to the leve1<'set :l.nAppe;nd:tx A· her~1n. 

, ' 

, " 

-10-



... ,' ... , 

IT IS ORDERED that,: 

1. Decision No. 76662 dated' January 13, 1970,' :ttl Appl:tcat:t01l 

. No. 50365 is affirmed. 
... 

2. Rossmoor Water Company is authorized to file:" after the 
. '.', " , 

effective date of this order the revised' rate schedule for General 

Metered Service attached to- this order as Appendix A. 'Such filing. 
, , 

shall comply with General Order No. 96-A. Tbeeffeet1ve date of 
. " 

the rev~sed schedule shall be four days after tbe'o.ateof' filing 8.nd, 
~ '" \.. '" ' . 

it shall:'apply only to service rendered'on and after,the effective 
,J,. ' " , " 

date. 

The effective date of this order shall be twenty' days 

after the date hereof. 

Dated at 
. aANU~RY --------

of _____ , 1971-. 

, " CO~1s'si~ners~: . ' 

'Co_~'!oner, Vern~n·L. 'Stur~o¢':t~' ~o'~e.·:"·. " 
Z1ece:;~ar11y ab::c!l.t.~::;~r.o,'t. ~:t.'::;~:L~'to' 
111 \b8d15~S1't1(.n.' ottb.ic':P~()CQI)~,::·': . 

", ,'. \i', 

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

",r',,! '. 
, "" 

, .... " 
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Schedulo No. 1 

GENERAL METERED SERVICE 

Applie:Lble to genera.lmetorcd water sem.:ec~ 

., 
TERRITOR! , , 

El 'Xoro,J Laguna H:Uls;.and Rosamoor leisure W<'rld.~3nd vi.a:1nity ... 
Orange County. . ' , 

RATES 

Quantity Rates: 

First 
Next. 
Next 
Next. 
Next 
Over 

soo eu .. :£'t., or less ............................ ' 
800 cu.£t." per 100 cu.1't ............. .. 

6.t 700 cu..tt. ",per 100 eu.:f.'t. .. ............. ~, 
10".000 eu~.1.'t • .? por 100 eu..ft .. · ............. . 
30".000 eu.1't .. " per 100 cu.ft ..... ~H .. .. 
48 .. 000 cU.ft ... per 100 eu.it ...... u_ ... . 

Mill:i.'!m.ml Charge: 

For S/8 x 3/4 ... 1nch. meter ................ -...... ~ •••• 
For .314-in.eh. meter ............................. . 
For l-in.eh. motor ......... ' .................... .. 
For l~inch. meter .................. , ........ .-
For 2 .... inch. m.eter ..... f" .' .......... ' ...... ' .. . 
For 3-incb. motor· •• , ......................... . 
For 4-ineh metQr .................... ' .......... . 
For 6-ineh meter .................... ' •••••• L. 

. periMe~6r·. '. 
Per Month·::. ' 

$ j .. 80 
.50 
.39' 
.3$, . 
.."l .,,0' 

$. )·.80 
$.00' 
9.00 

15.00 
24.00 
37.00 
55.00' 

110.00 

'!he Mi.Dinrom. Charge will entitle tho, cwstomer 
to· thO' . quantity of water which tha:t ll'linilwm 
eh3rgo will pureba.seat. tho Quarrt.ity Rates. 

. . ',. 

(I) 

(I) 

(I) 

(I) 

" ..... 


