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Decision No: 7991.2. 
BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFO:u~IA 

In the Matter of the Application of ) 
SUBURBAl.~ WATER SY'StElfS,. a California ) 
Corporation, for Authority to Increase ~ 
its Rates Charged for Water Service. ) 

Application No. 52505 
(Filed March 16, 1971) 

Gary Olson and .rOM E. Kehoe,. Attorneys at 
Law, and Walker Hannon, for applicant. 

Dr. and Mrs. Frederick N. Chelf, Frank W. 
Ellis, Albert W. Stofle, C. H. Moore, 
Mrs. Ruth Kaye, Mrs. Joan M. Wild, 
Rose Zucca, Anne R. Kunitz, Mrs. Rose 
:snatsky, Attorney at LaW,. Marvin Neas, 
Donald Viol,. Attorney at Law, Mirian Viol, 
aud Clarence Alspaugh, protestants. 

Lloyd J. Kinney, E. S. Saunders, John T. 
lioffman, Mrs. E. G. KynOCh, Louise Renteria, 
tam M. Walker, George Wanner, Leonard Eliot, 
or the city of West Covina, interested 

parties. 
Elinore C. Morgan. Attorney at LaW,. and 

Robert W. Beardslee, for the CoalIllission 
staff. 

OPINION ----- ... ~ 
Applicant is a public utility water corporation furnishing 

water to approxtmately 45,000 general metered consumers. 
By the application~ applicant requests authority to 

tncrease its presently effective rates to provide an overall 
32 percent increase in annual gross revenues iu the amount of 
$1,086,540. 
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Public hearings on the application were held before' 
Examiner Rogers in ~ttier on October 4, 1971 and in West Covina 
on October 5, 6 and 7, 1971. Prior to the first day of hearing, 
notice was posted and published as required by this Commission. 
At the conclusion of the hearing, the parties were given permission 
to file concurrent briefs. the briefs were filed and ~he ma~~er 
was submitted. 
Public Witnesses 

Five of applicant's Whittier district consumers and nine 
of its West Covina district consumers appeared as protestants. 

The Whittier area protest~nts generally complained of 
low water pressure. In addition, there were complaints of oily 
water, hard w2.ter,. unpotable water, and excessive chlorine. 

In the West Covina area there were complaints of low 
pressure, dirty water, and undrinkable wa::er. In addition, a 
witness urged a smaller increase than applicant requested. stxty 
consumers in one area filed a petition for increased water pressure 
(Exhibit No.7), and one group filed a letter-type protest 
(Exhibit No.8) s!.gned by approximately 3S individuals comp,laining 
of undrinkable water fouling enamel surfaces in toilets and Sinks, 
excess sand and dirt in the water, sedfment left where water 
evaporated, corroded faucets, and low water pressure. 

The applicant filed a report relative to the complaints. 
They appear to have been adjusted to the satisfaction of the 
COUS'tlmers. Appropriate requirements relative to improvement of 
water service will be included in the order herein. 
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Ristorr 

Suburban Water Systems presently provides utility water 
service in two general areas, the San Jose service area and the 

Whittier service area. The San Jose service area, lying, 0"0. the 
north side of the Puente Rills, i'O.cludes portions of HaCienda 

Heights, City of Industry, La Puente, Valinda, West Covina, Covina, 
and Glendora. The ~'Tb.1ttier service area lies on. the south side of 
the Puente Rills, generally east and south of the City of t.Jhittie=. 

The applicant company resulted from the merger, in 1953, 
of the San Jose Hills Water Company and the Whittier Water Company. 

The San Jose Hills Water Company was incorporated in 

1944, and grew with residential development from 14 customers in 
1944 to 5800 customers in 1953. 

the Whittier Water Company was the successor :0 various 
i...'""'rigation companies in the East Whittier area, some of which date 
back to the 1890's. !his company remained primarily an agricultural 
irrigation operation until the late 1940's. As the East Whittier 
area began a rapid conversion from agricultural to residential 
development, the Whittier Water Company expanded to provide the 
required domestic water service, growing from 1,275 customers at 
the end of 1948 to 12,000 customers in 1953. During that period, 
the Rivera Water System's 3,000 customers were added to the system. 

Rapid growth began in the 1950' s and continued until the 
slow-dowc. in home building experienced throughout all of Southe:n 

California, beginning about 1967. In 1968, water facilities se~ing 
approximately 180 customers were sold to the City of Glendora a:l.d 
a portion ~f the system serving approximately 4,600 customers was 
sold to the City of Santa Fe Springs. 

-3-



A. 52505 - sjg 

Since 1967,. the company's growth has come from saturation 
of existing areas and minor extensions into new subdivisions along. 
the periphery of its wide-spread service area. Further material 
expansion of the service area is improbable, due to the expansion 
of con~iguous water purveyors, which include other certificated 
public utilities,. mutual water companies and muaicipal water systems. 
Present Operations 

The ,following shows the management and operating staff of 
applicant 

Officers and Management 

Anton C. Garnier 
Walker Hannon 
Earl I.. Olsen 
Mildred V. Brittain 
Cecil R. Smith 

Vera. McNeese 
·Leland Pearson 

Board of Directors 

Edwin R. Corbin 

Anton C.. Garnier 
Allen D. Harper 

Donovan D. Huennekens 

!r\Jm3.n Johnson 

. Richard Kelton 

George W. tusk 

President 
Executive Vice President 
Vice President 
Secretary 
Treasurer and Assistant 

Secretary 
Ass·istant Treasurer 
General Superintendent 

EXecutive Vice President (retired) 
Seeurity Pacific National Bank 
President,. Suburban Water Systems 
Vice PreSident,. Pacific Mutual 
Life Insurance.Company 
Executive Vice President 
John D.. Lusk & Son 
Chairman of the Board (emeritus) 
Sterling Savings & Loan Association 
Vice President & Secretary 
Bollenbacher & Kelton. 
Senior Vice President 
Jobn D. tusk 0.. 'Son 
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Affiliates 

Certain officers of applicant are also officers of 

Southwest Water Company, as follows: 

Anton C. Garnier 
Walker Hannon 
::::arl L. Olsen 
Cecil H. Smith 
Mildred V. Brittain 
Vern McNeese 

President 
Executive Vice President 
Vice PreSident 
Treasurer 
Secretary 
Assistant Treasurer 

In addition to the above-interlocking officers, Mr. Anton 

C. Garnier, is a director of each company. Two individuals~ not 
employees of either company, are members of both boards of directors. 

Applicant and Southwest Water Company share a commOn 

general office iu Valinda, California. Certain general office 
em.ployees perfonn administrative, accounting, engineering, customer 
accounting and billing for both companies. The salaries and expenses 
for the COUllllon officer and employees, and the rent and maintenance 

expenses for the general office are allocate;:l,. to the respective 
companies. 
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The following tabulation shows :he applicant's investments 
and percentages of control of other compan:tes: 

: A8 or Deeem~r 31. 1970: A8 of YAY 31. 1971 
: % of: : % o! : 

: ________________________ ~:~~~~nt~r~o~l~:~A~rno~un~t~~:~~~n~t~ro~l~:~A~m~o~un~t~ 

Investment in Associated ~. 
Cal-Fin Co. 100"~ $ 15,300 lCO% $ 15,,)00 
Eollenbeek Street Water Co. 93 66,445 93 67,267 
!.a. Grande Source Water Co. 88 86,88S 98 105,280 
Valencia Valley Water Co. 94 48,2l0 100 ,54,106 
Victoria MUtual Water Co.* 52 1:;,752 52 13,,752 
Paradiee Communi ty Serv1~s Inc. 100 1.916.43'+ 100 1.916.434-

'Xotal 2,147.029- 2.172',139 

Other Investments 
CalifOrnia Domestic Water Co. 113 131 .. 268 1& 131.268 
Covina Irrigation Company 7 25.409' 7 25.,409 
!.a Pu.ente Co-op Water, Company- 54 55,033 54 55,O}:; 
~b.y :Ranch Mu.tu.e.l Water Co. 42 162,410 42' 162,,410 
Rincon Ditch Co~ 5 5-
Water Supplier!'! Mobile Com.Co. 45 7 .. 204 45 1.204 

'Xotal 2§2: .. 329 381<~~ 

• A :publ:te u~l:tty • 

Cal-Fin Company is a wholly owned subsidiary organized for 
the purpose of promoting investments in other water companies ~ both 

public utilities and mutuals. Applicant and Cal-Fin Company have 
the following common officers and d~~ectors: 

Officers 

C. H. Smith, PreSident 
A. C. Garnier ~ Vice President 
M. Brittain, Secretary-Treasurer 
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Directors 

C.. R.. Smith 
A. C. Garnier 
W.. Hannon 
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Victoria Mutual Water Co. and La Puente Co-op- Water Co. 
were declared to be public utilities by this Commission in Decision 
No. 68273~ dated Novem.ber 25,1964, and Decision No. 71753, dated 
December 27, 1966-, respectively. 

Water Suppliers Mobile Communication operates mobile 
telephone services for applicant, Southwest and Pacific Utility 
Service. Its charges are based on the number of active services 
of each company_ 

The remaining companies are mutual water companies in 
which applicant bas made investments in order to obtaiu additional 
sources of supply. 
Operating Practices 

The applicant's staff consists of approximately 130 persons 
in management, operations, maintenance, construction and clerical 
positions. Outside services are employed for unusual engineering 
problems, auditing, tax accounting, and legal counsel. General 
accounting is performed by company personnel. Customer billing 
and payroll accounting are performed by outside data processing. 
contractors. Normal maintenance and construction work is performed 
by company crews. Outside contractors, employed through competitive 
bidding, are utilized for major construction projects. 

Offices and Shops 
The applicant's administrative office, operating and 

dispatching headquarters, warehouse, maintenance garage, meter s~op 
and. pipe storage yard are all located at the Valinda headquarters·. 
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Transportation equipment 
Prior to 1969, all transportation equipment was owned by 

ap?licant. Since 1969, however, it has been replacing retired equip­
ment with leased vehicles and leasing additional vehicles as required. 
Under the leasing program, the applicant provid~s all maintenance and 
insurance for the vehicles. Most of the vehicle maintenance is 
?erformed by applicant's personnel in its maintenance garage .. 

Radio Equipment 
All company vehicles involved in field operations or service 

are equipped with two-way radios. The radio equipment in the vehicles 
is owned by applicant. The base station, transmitters and' repe.;:.ters 
utilized fn this service are owned and maintained by a non-profit 
eorporatioucooperativelyowned by the applicant and' five other water 
utility and utility service companies. The operating costs incurred 
by this corporation are paid by the owner companies in proportion to 
the number of vehicle radios each one has in active service. 
'Water Op;erations 

The applicant provides water service for residential, 
commercial, industrial, and fire protection service. It bas one 
agricultural irrigation customer served under special c~ntraet filed 
with the Commission. 

The service areas of the applicant, the location of its 
wells> other major facilities and operating pressure zones are shown 
0'0. Fig. 3-1 and 3-2 in Exhibit No.1, herein. 

IJa1:er Supply 
'I'b.e ap?licant supplies its customers from 33 company owned 

wells and also purchases water produced from wells of several mutual 
wa1:er companies and purchases treated surface water from one mu~ual 
water company. It owns stock in each of these mutual water companies 
to provide the necessary water entitlement. From time to time, the 
applicant has leased additional shares from other stockholders of 
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some of these mutual co~pauies to fncre~se its wacer entitlement. 
Small amounts of water are purcbased from adjoinfns retail water 
purveyors. 

The applicant> jOi"lltly with Southwest Water Company, has 
a connection to the "Middle Feeder" of the Metropolitan Water District 
of So~thero. California tb.x:ough which i't can purchase :Lmported water 
if nec~ded. At the present time> no purchases are necessary. 

The applicant's Whittier area wells are located within the 
"Ce'O.t~:al Basin" and are limited by the Central Basin adjudication 
to an allowed pumping allocation of 933 acre-feet per year. The 
proQuctiou from these wells is subject to assessments levied by the 
Central and West Basin Water Replenishment District to cover the 
expenses incurred by that district in its program of replenishing 
and protecting the water supplies in the basins. 

With respect to its wells adjacent to' the San Gabriel 

. . 

River above the Whittier Narrows and in its $an Jose System, the 
apt>licant is a party to, and signatory of the "Reimbursement Contrace" 
between certain water t>umt)ers in the San Gabriel Valley area and the 
Ut>per San Gabriel Valley MuniCipal Water District.. Under this 
contract, the USGVMWD administers and fulfills on behalf of the 
defendant pum:pers, the requirements of the stipulated judgment in 
the court proceedings known as "Board of Water Commissioners of the 
City of Long Beach et al vs. San Gabriel Valley Water Company et alit. 
Assessments based on well production are made under this contraet 
for administration aud purchase of "make-up water't. Tbe applicant 
is also assessed by the USGVMWD for the eosts of purchasing imported 
water for the replenishment of the Upper San Gabriel Basin. 
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The applicant is a party to pending court actions seeking 
an. adjudication of the rights of pumpers in the Upper San Gabriel 
Basin~ and has incurred substantial legal costs in defense of its 
esta~lished water rights in this area. 

Water Quality 
The well water produced by applicant is clatmed by it to 

be of good quality. Chlorination, on a regular baSiS, is performed. 
only to provide a chlorine residual in t~ low pressure or gravity 
s1J·P?ly lines, in accordance with the regulations of the Department 
of Public Health of the State of California. Samples of water from 
~broughout the system (150 per month) are regularly tested for 
bacteriological contamination, in accordance with the requirements 
of the Department of Public Health. 

Chemical analyses of the water from each well are generally 
made once a yeaz. At the recent request of the Department of Health, 
tests for nitrates in the distribution system are made at a frequency 
of five per month. 

The water produced from the applicant's wells allegedly 
meets the recommended limits of the U. S. Public Health Service 
Drinking Water Standards in all respects, with the exception of iron 
and total dissolved solids content in a few of the Whittier wells 
and iron an.d nitrate content in a few of the San Jose system wells. 
The applicant claims it has experienced no mal:erial customer 
complaints traceable to these factors but the evidence adduced at 
the hearing indicates widespread dissatisfaction with the water. 
The company's water quality control department purports to maintain 
constant surveillance of the quality of water being distributed. 
The claimed absence of problems from the iron content is attributed 
by applicant to the absence of manganese, low dissolved oxygen 
content, high pH, and an active main flushing program. 

-10-
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The water is moderately hard, generally comparable to the 
Usofteued" Colorado River water served by other purveyors in the 
Los Angeles metropolitau area. 
Distribution System 

The service areas are divided into- pressure zones which 
are designated by the elevation of maximum static hydraulic gradient 
of the zone. These elevations are determined by the elevations of 
the controlling reservoirs or by the normal hydraulic head applied 
by boosters in those areas not provided with reservoir storage. 

San 30se Service Area 
The San Jose service area extends from the northern slopes 

of the Puente Rills across the San Jose Creek Valley', around the 
base of the San Jose Hills and through the West Covina area. It 
also includes au area west of the City of Glendora on the alluvial 
slope at the foot of the San Ga,briel Mountains. Elevations in this 
service area range from approximately 1,000 feet above sea level 
down to 300 feet in the floor of the valley near San Jose Creek. 
Schematic diagrams of this are~ are shown ill Figs. 3-3, 3-4 and 3-.s~ 
in Exhibit No.1 herein. 

The wat.er supply for the San 30se area is ob~ained from 
37 wells located in the general vicinity of Walnut Cr~ek and San 
Jose Creek. The portions of the service area 'O.ear Glendora and' in 
the Covi-o.a Knolls are served with treated surface water and well 
water supplied by the Covina. Irrigating Company. The wellS, boosters 
and reservoirs in the San 30se area are manually controlled, pressure 
controlled or remotely controlled by telemeter from the Valinda 
Dispatch Cent.er J as set forth iu Tables 3-1, 3-2, and 3-~J in 
Exhibit No. 1 herein. 
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~ittier Service Area 
The 'Whittier serVice area lies on the southwes·tern slope 

of the Puente Hills, generally south and east of the City of Whittier. 
Elevations in the service area range from a high of approximately 
600 feet abov~ Sea level at the upper ~~tent of existtng s~bdivisions 
in the Puente Hills to a low of approx~ately 225 feet above sea 
leval at the sou~hern edge of the service area. A schemaeic diagram 
of the Whittier Service Area System is shown in Fig. 3-& of EXhibit 
No. 1 herein. 

'!he wellS, booeters and reservcirs i'll the 'W"hittier area 
are variously manually controlled, pressure controlled, or remotely 
controlled by telemeter from the Valinda Dispatch Center as set 
forth in Tables 3-1, 3-2. and 3-3 of Exhibit No. 1 herein. 

The primary waeer supply for the Whittier se~iee area is 
obtained from tae Bassett Well and the Bartolo Well Field lccated in 
the San Gabriel Bastn. The Bassett Well, situated on the west bank 
of the San Gabriel River, immediately so'.:t1':. of the San Bernardino· 
Freeway, delivers water into a large gravity conduit oW':led by the 
California Domestic Water Company for re-delivery to the company at 
the MiJrphy Reser.loir iu Ea~t Whittier. !he Ba:tolo Well Field is 
located in the b~d of the San Gabriel Rive:- itmnediately upstream 

, .. 

from the Whittier Narrows Flood Control Dam. The four wells in this 
field deliver water to the low pressm:-e "Bartolo Trausmissiou Mai'C." 
for delivery to the Whittier area. A chlorinator located at the 
immediate d~t:eam side of the wnittier Narrows Flood Control Dam 

provides chlorination for the eutire supply from the Bartolo Well 
Field. The Bartolo Transmission Mai~ follows a general scutheasterly 
direction from the well field, along Workman 1f~11 Road and through 
t.he City of 'Whittier into the company's distribution system as shown 
on the map, Fig. 3-2 of Exhibit No .. 1. Throughout tluch of its let:.gtb., 

-l2-



e· 
A. 52505 - sjg 

it is more or less paralleled by and interconnected ~~ the 
California Domestic Water Company's gravity conduit. The Bartolo 
Tra'O.Smission Main terminates at the Murphy Reserv~ir in East 'Whi.~t:ier. 

There are laterals from this main at Pickering Avenue,. 'Walnut Street)­
Painter Avenue,. Gunn Road,. Mills Avenue,. and C¢.le Road which deliver 
water from the Bartolo Well Field to boosters throughout the Whittier 
system for introduction into the distribution grid. Additional wells 
within the system provide water from the Central Basin. The 
operations of the several pressure zones are shown on the map',. 

Fig. 3-2 and the schematic diagram,. Fig •. 3-6 of Exhibit No.1. 
Distribution Mains 

Tbe company's distribution mains range in size from l-inch 
to 52-inch diameter and total 542 miles in length.. A ~abulation by 

kind,. size, and length appears in Table 3-4 of Exhibit No. 1 herei:l .. 
Rates 

Present rates are comprised of metered service,. public fire 
protection service, private fire protection service, fire hydrant 
service on private property, COtlS~ruction and tank truck service,. and 
service to tract houses during construction. Ap?licant proposes to 
increase rates for metered service, private fire protection service,. 
construction and tank truck service and service to :ract houses 
during construction. It is proposed to add an additional tariff 
a:ea to the me~ered service rate to cover service ae elevations above 
those now presently served. This Tariff Area 3 will cover Yhittier 
system zones higher than 820 feet and San Jose systems zones higher 
thau 1140 feet. There are presently no customers served at. ther.e 
elevations. !he quantity rates for this proposed Tariff Area No. 3' 
will be set at 4 cents per 100 cubic feet above the rates of Tariff 
Area No. 2 to cover the additional cost of supplying the higher 
elevations. 

!he present and proposed rates,. for those tariffs proposed 
to be cbanged in abrevia'ced form,. are as follows: 
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Rates -
Present 
Per Meter 
Per Month 

For 5/8 x 3/4-inCh meter ••••••••••••••••••• $ 2.40 
2.65 
3.,0 
5.00 
7.00 

For 3/4-inCh meter ••••••••••••••••••• 
For l-inCh meter ••••••••••••••••••• 
For 1-l/2-inCh Qeter ••••••••••••••••••• 
For 2-inCh meter •••••• __ ••••••••••• 
For 3-ineh meter ••••••••••••••••••• 
For 4-ineh meter ••••••••••••••••••• 
For 6-inch meter ••••••••••••••••••• 
For 8-inch meter ••••••••••••••••••• 

13.00 
18.00 
:30.00 
44.00 

Pr¢poeed 
Per Meter 
Per Month· 

$ 3.22 
3.55 
5.23 
6.70 
9.40 

l7.4O 
24.00 
40.00 
59·00 

Tari:f':f' Area 
Ne.l ~ 

Tarl:f'f Area 

F:tret 3O,f'X)O eu.tt •• per l~ cu.:t:t. 
Over ;,0,000 cu.tt.,per 100 cu.f't. 

$.14 S.17 
.l2 .15 

5.:19 $.23 
.16 .20 

'Jll.e serdee charge io. applieable to all metered service. It 
is a readi:c.ee.e-to-tServe eharge to which is added the charge,. 
computed at the Quantity Rates, 1'or water used. dur.L:c.g the month. 

Special Conditions 

l. ~e boundari~s of the zones in which the above rates apply 
are delineated on the tariff service area maps riled atS -part of . 
these ta..""itr ~ed1lle:s. Tar1.!'f A:t:oA. No. 1 in the Sen J OM Hille> 
S~te::l include:s all. ~temere in zone3 desigr.ateci 54.7 and bolow 
and in th-e i~'hitt1er Sy6't~ zon~ d~s1gn:J.too 300 and. below. Tarirr 
k:ea No. 2' includes all other eu:st.omer:s. 

Xhe taritt areas include all customers in elevation zones 
designated as tollows: 

) 
) 
) 

$.27 
.24 

Tarit! 
San JolSe system 
elevation. teet 
~ including 

Whittier system 
elevationy feet 

above including 

) Propozsed. 
) 

Area. 

1 
2 
3 

547 
1140 300 

820 
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Pr:£.vate Fire Protection Servi~ 

For each inch of diameter of service co:cr.eetion 

Con8truction and Trmk Truck ~rvi~ 

IncreaM all t'lat rato.s by factor 1.34 

e-

Prel5ent Proposed 

$3.00: $4.00 

Service to Tract HO~15 d~ Construction Preeent 

For each ~8idence tor the entire coll8truction period $2 .. 50 

A comparison of some of the charges for a SIS x l/4-iuch 
meter at present and proposed rates is as: follows.: 

: . Tariff Area No. 1 · Tariff Area. No.2 .. 
: :Bill8 for ~,: : Bille for U88ge,: 
:'O'esage: dollars : Incroa&e · dollars .. Increase · . 

: 
: 
: 

: Cer : Presont :P:r-o;E2ud: DolJArs: Percent : Preeent :Pro~8ed: Dollars :' Percent : 

0 2.40 3.22 0.82 34.2 2.40 '.Z2 0.82 ~.2 
10 :;.80 5.12 1.32 34.7 4.10 5.52 1,A2 34.6 
20 5 .. 20 7.02 1.8.2 ~5.0 5.80 7·.82 2.02- 34.8' 
60 10.80 14.62 ~.82 ~5.4 12.60 17.02 4 .. 42' 35.l 

100 16.40 22.22' 5..82 ~5 .. 5 19.40 20.22 6.82' 35.2-
500 68.40 92.22 2}.82 3'+.8 8}.40 ll2.22 28.82- )'1. .. 6 

The following tabulae10u summarizes the earn~s data 
contained· in Exhibit No. 1 (applicant) and revised!/ Exhibit No. 2 
(staff) as se~ forth in revised staff Exh1bi~ No. 2 attached to 
staff counsel's brief as Appendtx ~: 

1/ 
Exhibit No.2 data was revised by the staff after hearing to 
correct admitted errors tn calculation of depreciation expense, 
and to reflect adjustment for $380.000 of planned construction 
not installed in 1971. 
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: 
: 
: Item 

Operating Expe:ases 
Oper. & Maint. EXp. 
Adm. & Gen. Exp. 
'l'axe.e Other 'l'han Income 
Depreciation Exp. 
Taxes on Income 
~nee Modification * 

Totu Operating Exp. 

Net Revenue 

De:preeiated Rate Base 

:Rate ot Return 

Operating Reve:z:.ues 

Operating Expenses 
Oper. &: YlAint. Exp. 
Adm. & Gen. Exp. 
Taxes Other l'han Income 
Depreciation Exp. 
Taxes on Income 
ExpeJ:.Se Moditiea.tior. 

Total Operating Exp. 

Net Revenue 

Depreeia.t~ Rate :saee 

Rate of Return 

* See explanation infra 

e· 

: Staff : 'O'til:i. ty: Utility : 
: 1970 : 1971 : 1972 : Exceede Sta!~ : 
: Ad~u6ted :Estimated :Estimated : Amount : Ratio :: 

a) (b) (c) (d) tel 
(Dollars in ThOUS8J:'.de) 

1,234.5 
620.9 
52:7.2 
429.8 
110.6 
(l7.4) 

l,;25.8 
657.7 
548.5 
4;8.8 
61.8 

(17.9) 

3.,014.7 

720.7 

(m:}) (~i)' . 

(207.2) (280.8·F 

12.,698.2 12,693.1 13.,500.1 807.0 6.4 

5.85% 5.68% 3.80% (1.88,},» 
'Com'D8nY PrOPO~ ~tee 

S 4.920.1 S 4,968.9 $ 4,498.4 S(W0:5:) (9.5) 

1.,98}.4 
495.4-
450.1 
477.7 
(17.9) 

},388.7 

12.698.2 12,693.1 1},500.1 

10.40% 10.26% 8.~ 

(Negative) 
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Applicant alleges that its present charges for water service 
are insufficient to yield a fair J just and reasonable return on 

capital invested in its plant, property and other equipment devoted to 
public use; in order to protect its financial tntegrity and meet the 
continuing needs for new capital for construction of additions an.d 
betterments to its utility system, it will require an average rate of 
reeurn ou rate base of approxi=ately seven percent over the next three 
years; and that because of the continuing decline in rate of re.t'UZU 
iuherent in the p:esent economic climate, a rate of ret~ on the 1971 
test year rate base of 8 .. 2 percent is required in order that the 
average of the next three years return will be approximately seven 
percent .. 
'Revenues 

The following tabulation shows the staff's estimates of 
revenues for the adjusted year 1970 and the estimated year 1971, at 
present and propose4 rates: 

:---------------------------:----~l~~~O~------:~--~1~9~71.----------: 
: : Sta1"! Adjusted : Staff E~timate : 

: Pre~nt: Propoeed: Preeent: Propoeed : 
_____ ~~=:e~~~o~f~Se~rn~~~~ ___________ ~:~~Ra~t~e~e~:~~~~t~e~e __ ~:~~~t~ee~~: __ ·~Ra~te~s ___ • 

Metered Serviee 
Domestie 
CocnereioJ. 
Industrial 
:l?u.blie Authori t:r 

Subtotal 

Irrigation 
Private Fire Protectioa 
Publie ~ Protection 
Sal~c to Other Util. 
~n=.truetiou Sf:rviee 
Miee. Salel5 & Serv:tee 

Subtouw. 

SubtotlU Opera.ting :Revenues 
Saxta :Fe Springe Adj. 

Total Operating ~evenues 

• 
: . 

0 

• 

: 

. . . . 
.... 

••• • 
••• 
••• 
•• 
•• 
•• 
• 

•• 
•• 
•• 

0 ••• 
•• ... 

: .. 
: .. ::, • 

•• •• ..... . ••• 
•• . . 

• •• ..... •• .. 
•• : ••• • •• 
•• •• . • 

: .. • •• • •• 
•• •• • • 

• •• •• •• 
•• : ••• : ••• 

• •• -.. -.. 
: .. • •• • •• 
: .. • •• • •• 
•• " •• .. •• 
•• •• : .. 

••• • • 
• •• '1 • !f. • •• 
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The applicant adjusted the revenues for the year 1970~ but 
did "O.ot estimate the 1970 revenues at the proposed rates. The 
following tabulation shows the applicantts adjusted 1970 revenues at 
the present rates and its estimated 1971 revenues at the present and 
proposed rates. 

: 
: 

:1920 Estimated : 1271 Eetimated : 
Cl..a88 of ~rviee : Present Bates : Preaent Rate a :P:'0E2~~(t Rs.'tet:: 

Metered ~rviee 
Dom;&etie $2. 825. 810 S2. 826, 820 S},,788 ,900 
Commercial 175.220 185~510' 248,.600 
Iudustrial 22',990 24,2;.0 32,500 
Pu.'blie Authority 12~ .. 680 126 l i§' 162:2QO 

Subtotal },147,7oo },162"" 4,2}9,3OQ' 

Ir:r1go.t10:il 700 700 700 
Pri vat., ~ Protection 22 .. 590 23,570 31,070 
Pa.blie Fire Protection 82,740- 83,600 83,,600 
Sale~ to Other Utile 91,920 91,.920' 9l,92O 
Conetra.et:i.on Serviee 7,600 7,600 10,,200 
l'lis<:. Sales &- Serviee 40:800 41 .. 600 " 41 .. 600 

Su'btotal 246,350 248',990 ~9,090 

Total ~rati:c.g Revenues $3,394.050 S},4n,850 $4,498:.390 

The staff r s revenue estil:nates exceed the applicant' $ \)1 
8.98 percent for the adjusted year 1970 and by 9.48 percent for the 
estimated year 1971. The staff showing indicates that total revenues 
will increase by .99 percent between the test years whereas the 
ap?licant's report indicates that revenues will increase by only 
.52 percent between 1970 and 1971 on a normalized basis. 

'. 
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The staff stated that, other than domestic sales~ differ­
ences in metered sales were offsetting and the $taff estimate of 
private fire protection reflects later data. which reduced. the staff 
estimate of miscellaneous revenues as compared to the company. 

There is a great difference between the staffts and the 
applicant's estimates of revenues from the domestic consumers. Both 
parties assumed the same n\lmbers of customers •. of .all types during 
the test periods. 

From the recorded figures in applicant's annual reports, 
of which we take official notice, the actual water sales per year 
per domestic consumer varied between a high in 1961 of over 270 Ccf 
and a lo~ in 1969 of 230.9 Ccf, averaging 243.5 Ccf per domestic 
consumer per year for the period without adjustment for tempereture 
or rainfall. The staff used the period of 1962 through the first 
three mo~ths of 1971 to establish· a trend. The applicant used the 
years 1961 through 1969 to establish a trend. 

In arri~ng at normal year estima~es of water sales for 
the estimated years 1970 and 1971, both the applicant and the staff 
adjusted Ccf per customer per period to no~l conditions of temper­
ature and rainfall. In doing th1$:~ both used the mUltiple correla­
tion graphical method usually referred to as the ~1odified Bean 
Method tt

• The parties arrived at extremely divergent: restil:cc .2/ The 
staff est~ted average annual consumption per year p~ customer of 
243.0 Ccf in 1970 and 243.8 Ccf per customer per ye&r in 1971 with 

2/ See Exhibit No. 3 herein. -

-19-
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au upward trend of plus .3 percent.. The applicant estimated average 
annual consumption per year per customer of 199 Ccf in 1970 and 197 
Ccf per custorcer per year in 1971, with a downward trend of minus 
one percent. 

The differences between the two estimates are due to' the 
facts that the applicant's witness used the temperature and' rainfall 
data recorded at the Pomona Weather Station lOcated over the Kellogg 
Hill and east of the separated systems of aPF,licant, and the staff 
engineer used rainfall data recorded at the Whittier and San Gabriel 
Weather Stations, and temperature data recorded at Yorba Linda and 
San Gabriel for normalizing the water use in the Whittier and San 
Jose areas, respectively. In addition, the applicant's engineer 
estimated average water use for the total company while the staff 
estimated separately for the Whittier and San Jose areas. 

In our opinion, considering the historical water consumption, 
of which we take official notice, the staffts assumed water use per 
customer is much more realistic than that of the applicant. We 
realize, however, that we cannot have a precise forecast of water 
usage due to the variables referred to in this opinion. We will 
reduce the staff's estfmates of domestic revenues by four percent at 
present and proposed rates for 1970 and 1911. The domestic consump­
tion revenues we will use for the purposes of this, decis.ion will be 
as follows: 

$3,005,665 $4,051,490 $3,026,880 $4,.080,000 

-20-
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. . 

Applicant has not requested authority t~ increase rates 
for sales of water to the City of Santa Fe Springs for resale to 
its customers. It is the staff position that rates of Suburban's 
customers should not be increased to subsidize customers of the 
City of Santa. Fe Springs. !he staff urges that the Commission 
reduce the revenue requirement from other customers by adjustiDg 
total assumed revenues upward to reflect the defieiency in revenues 
from Santa Fe Springs. We find that such adjustments in the amount 
of $9,000 for the estimated year 1970 and $9,100 for the estimated 
year 1971 at proposed rates are reasonable and should be ineluded 
herein. 

We find for the purpose of this opinion that the oper­
ating revenues for the years 1970 and 1971 will be as follows: 

:::::::~:::::~1_9:1:0:~:::::::~:::::~:------------1"9~7"1--------------: 
: Present Rates : Proposed Rates : Present Rates : Proposed &a~es : 

$3~573>600 $3,609,280 $4,798,900 

Modifications To Rate Base,Tsxes and Expenses 
In Decision No. 64256, dated September 14, 1962 (in 

Application No. 43241) the Commission concluded ~at the appli­
cant's rate base should be adjusted downward in order to elfminate 
the effect of certain past business transactions. These adjustments 
are categorized as (1) adjustment for tract extension without 
refund contraets, (2) accounting modifications, (3) adjustments for 
purchases from associated eompanies and (4) adjustment of investment 
in mutual water company stocks. 

-21-
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e- . . 

In the most recent general rate proceeding filed by the 
applicant, Application No. 49914, the staff of the Commission 
contended for continuing and updated adjustments covering the same 
si1:uations, basing their contention on the Commission's findings in 
Decision No. 64256. In order to expedite the hearings on Ap~lication 
No. 49914, the applicant stipulated that the sub-jeet adjustments 
would not be considered an issue in the heariugs then underway, 
without prejudice to the applicant's right to contest the propriety 
of these adjustments in a later proceeding. 

!he applieanttakes the same poSition in this proceeding, 
and has agreed that the rate base developed in Exhibit No~ 1 be 
modified by updated adjustments for the same four items. '!hese 
adjus~ents, updated for the adjusted year 1969 and the est~ted 
years 1970 and 1971 are as follows: 

: Amow:.t, dollsre 
1909 : 1970 . 1971 . : 

: 
: 
: 

Adju$ted : Eatimated : E~ted: 

!rract exter.:sione without ::e:t\md eontraete 
Aeee,;mti:~ modifieatio:c.s 
Adjuetmer.tB tor pureb.s.8es from 

8MOci.I!1ted eompa:des 
Acljuetments tor mutual. \t'a.t~r eom~ ~to~ 

Total 

-22-

255,000 
102,800 

624,000 
161.200 

1,143,<>'"'0 

226,;00, 198,000 
102,.800 102,800 

601,000 578,,000 
161,200 161,200 

1,091.,.500 1.040,000 
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These adjustments to rate base, being considered as adjust­
ments to utility plant investment, will have a minor concurrent 
effect on the amoun~ of expense appropriately considered for rate 
making purposes, specifically, depreciation expense, ad valorem tax, 
and iDcome taxes. the adjustments to expenses are a.s follows~ 

: Amount1 do!lars . 1969 .' 1970 . 
Descri;etion : Ad~u.sted : Eetimated 

Depredation exper.ae (atooo) (2~~OOO) 
Ad valorem taxe8 (18,.880) (19~'790) 
Income taxes § .. 280 §242O 

Total (16,600) (17 .. ~70) 

vee (16,600) (17,400) 

The foregoing adjustmen~s have been considered herein. 
Operation and Maintenance Expenses 

:- ~S71 

: Estimated 

(~,OOO) 
(l9,810) 
24;t2§2 

(17,850) 

(17,900) 

The staff's estimates of operation and maini:enance 
expenses at present and proposed" rates exceed those 0:: the applicant 
by $41,400 for the year 1970 and $31,000 for the yeaz 1971. The 
est~tes are as follows: 

: : 1270 : 1211 
: Item .. A:e:elieant : Staff : A:e:e1ieant .. Staff .. . 
~ehased Water S 221,900 S 266,000 S 222,500 ·s 275,?00 
Pwnping ~"emo',O.tlS 83,600 24,100 83,900 2},Boo 
Pureha6ed Power 186,800 2Z1,400 187,000 229.200 
I.abor 5~,400 526,600 585,200 552.500 
Chemicals 4,600 5,600 4,800 5,,800 
v:c.eolleetiblelS 16,.500 18,000 16.600 18:,,200 
Poet~ 21,100 28,000 21 .. 100 28,,200 
Sales:Expenu 2.,000 .500 2,000 500 
Meter Mai:c.tona:c.ee 45,000 66.,500 47,.500 68,700 
Oth9:r 0 & :'. :Expenus 122.200 121~800 12}2200 12~.200 

Tot81. 0 & M Ex'pe~1S Sl't2.4~,lOO $1,284,500 $1,,294.800 $1.,,325 .. 800 

-23-

: 
: 
: 

: 
: 



A. 52505 - sjg/ms * 

We have adjusted the revenues expected as stated on 
page 21 of this decision. This adjustment results in lower cost 
of water due to the smaller amount purchased~ and a lower cost 
for electric power and water purification chemicals. We find the 
smaller as,sumed expenses are reasonable and should be adopted. 

We find that there were also certain specific adjustments 
by the staff which we £iud reasonable. 'these adjustments are as 
follows: 

Pumping Assessments 

, The staff used applicable assessable pumpages and currently 
effective rates in determining pumping assessments for the years 
1970 adjusted and 1971 estfmated. Rates used by the staff are the 
latest known and will be assumed to have been in effect during both 
test periods. The applicant's estimated assessment rates were based 
on long-term projections which are not realistic. We find the 
staff's estimates are reasonable. 

Purehased Power 

The staff estimates reflect greater water sales and higher 
electric and gas rates than those used by the applicant. Electric 
rates effective July l5~ 1971 and gas rates· effective November 28, 
1970 were used by the staff for both test periods. We find the 
staff's est~te to be reasonable. 

Labor 

The staff reviewed applicant's estimated la.bor for the 
year 1970 and determined it to be reasonable for its 1970 adJusted 
operation and maintenance exp~etl.Ses. '!he applicant increased the 
figure by 8.2 percent for 1971 estimated to allow for future tenta­
tive labor increases. The st~iff determined an average labor 
increase of 4 .. 92 percent based on the ratio of 1971 firm salaries 
for 70 employees to their 1970 pay rates excluding administrative 
and general meter shop and engineering employees. We find the 
staff's estimated cost of labor to be reasonable. 

-24-
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Uncollectible Accounts 
\ 

The uncollectible allowance used heretn reflects the 
staff's higher estfmated water sales for 1970 adjusted and 1971 
estimated as stated in the estimates of revenues for the test years. 
We find the staff's estimates to be reasonable. 

Postage 
the staff cost of postage includes the May 16" 1971 l?¢stal 

rate increase in its 1970 adjusted and 19,71 estimated customer 
accounts expeUse. We find these estimates to be reasonable. 

Sales Expense 
We find the staff's estfmate of $500 for sales expense is 

:easouable. 
l-Ieter Maintenance 

The staff adjusted and esttm4ted cost of meter maintenance 
was based ou the recorded 1970 expense plus $32,967 over capitali­
zation of meter rehabilitation done in the ap?1icant's meter shop 
and capitalized in 1970. We find the staff's est:tm.e.tes are reason~ 
able. 

We find that applicant's operattng and maiutenance expenses 
for 1970 and 1971 at present and proposed rates will be as follows: 

!2ZQ. 
$1,259,000 

Administrative and General Expenses 

1971 -
$1,299,700 

The following tabulation compares the applicant's anc 
the staff's estimates of administrative and general expenses fo'!' 
the years 1970 and 1971 at present and proposed rates: 

-25-
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: : 1970 CPreBell~ .t:<ate:s' 1271 
:Ac. : : •. : 
:No-. 

: Aceount Stat! : Applieant : sts.!! : Al'l'lic8%1t : 

791 Ad.minil5trati ve s:c.d 
,General Salaries. $304,800 $315t ZOO $330,000' $341).00 

792 O:t!ice Supplie~ s:c.d 
~..her Expe:o.see '+5,200 44,000 48,700 47,;.00 

793 m:per':y h.lsw:'ance 7,900 7,900 7,.900 7,900 

7?4 ~juries and. Dama.ge~ 24,700 2A~700 25,800 25,.800 

795 Employees' ;?eneioU$ 
and Benefi t.cs ll9,200 99,900 lZl,OOO 107,700 

796 i':ranebie.e :Req,~me:c.ts • 53~!500 49,000 ,54,100 49,200' 

7$7 :R~gw.latory CommiSQon 
~nses 7,000 ,,000 7,000 9,.000 

798 ~teide Servieee 
Er::}:.loyed. 58,300 88',000 58,:;00 88,000 

7~ Miscellaneous General 
ExpenBeI5 27,900 27,,900 29',;00 29,300 

805 Y.ainte:c.tUlce of 
General Plant 19,100 19 t 800 19,100 20,,200 

812 Ad.rnins+..rs.tive Expe~es 
Tr8n.s!erred - Cr_ (!j:b:: 700) (iilSOO) ~4212002 (~ .. lOO) 

~ote:l S62O,9OO 563l,5oo $657,700 S6G7,OoC 

(Nee;ative) 

• Ueing the sta!:f't s :f'igures, the 1970 and 1971 franehise ~CJ.uirementG at ~e 
proposed. rates will ~ a.s.eumed to be $7l,400 and $72,loo, re~eti'V'~ly. 

-26-
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. . 

As is apparent, the gross difference is comparatively 
minor but the individual differences are maj or. The record shows 
that the staff bad recorded figures for the full year 1970. The 
applicant bad only partial year records. 

Account 791. The staff adjusted this account for 1970 down by 
approximately $13,000 to compensate for an overstatement of vacation 
and hOliday accruals. It also allowed an additional sum during both 
years for additional accounting supervision. We find that the 
staff's adjustments to this account are reasonable and should be 
adopted. 

Account 792.. The staff's estimate is slightly larger due to 
allowance for the increased postal rates. We find the '"~staff r s 
estimate is reasonable and should be adopted. 

Account 795. The staff estfmates exceed those of the ap?licant 
by approximately $19,000 for 1970 and $19,000 for 1971. These 
adjustments are partly due to improper bookkeeping and partly due 
to the fact that the staff had later information. We find that the 
staff's estimates are reasonable and should be adopted. 

Account 796. 'I'his is an estimate. We will adopt the staff's 
figures. We find its estimates to be re~sonable. 

Account 797. Inasmuch as the costs of operation are in a 
constant state of flUX, it appears that rate increase applications 
are being filed more frequently than in prior years. We find that 
the applicant's estimates of $9,000 for both years at present a~d 
proposed rates are reasonable and should be adopted for the purposes 
of this opinion. 

Account 79S. Tbis reflects the cost of outside services, 
employed by the applicant. The staff pointed out that in 1970 
$38,86~ out of $97,150 appearing in this account were based on 
charges which were non-operating and non-recurr~g fn nature (see 
page 3-1, Par. 4, Exhibit No.2). We find that the staff's allow­
ances ue reasonable ~nd. sho1:1d be used fer the purposes of this 
deciSion. 
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Account: 805. In our opinion> this is a management judgment 
item. We find that the applicant's est~te is reasonable and 
should be adopted. 

Account 812. This is a judgment figure. We find that the 
staff's estimate is reasonable and it will be adopt:ed. 

Based on the foregoing> we find that applicant's total 
administrative and general expenses for the adjusted year 1970 
and thecstimated year 1911 will be as follows: 

'. 

·-----------1~y~7mO~----------~·----------~19~7"1--------------. 
;::::::::Pr~~e~s;en;:.::t~;;':_~:~~-=Pr:.:.-":.;.-o':.J.-po:;:-::;.:;:s;e-;dO::-':_ -_ -_ -_ -_ --=-;:::::~Pr~~e~s~en;t~:~:~~'::Pr;;;o;po;;,::;s~e-=-d""_-_-_::~-: 

$623>600 $641>500 $660>800 

T~es Non-Income 

The applicant's and the staff's estimates on non-income 
taxes for the years 1970 and 1971 at present and proposed rates are 
as follOWS: 

: 12Zo l~7l 
: kOElicant : Stat':£" : ApElica:lt "' Sta:t'! 

Ad Valorem Taxe5 $436.7;0 $490.990 54.54 .. 410 $511~780, 

Pay::-oll Taxes 
4.550 State Unemployment 4.550 4 • .54C 4.550 

Fed.eral trnemp1. 1.450 l.4.50 1,4.50 1,450 
Federal (Old Age) 3',840 22,840 35 .. 040 . '27,920 

Total S470,570 $5)0,820 5495.4.50 $555,710 
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The major difference between the applicant's and the staff's 
est~tes of non-income taxes results from the fact that the eppli­
cant's est~tes were .prepared before changed procedures which 
reduced the deductions for advances for construction and contributions 
in aid of construction. In addition:!' the a,plicant and the staff used 
different rates for old age benefits. We have made adjustments fo= 
tbe applicant's property and find that non-income taKes will be 

$527~200 for the year 1970 and $548,500 for the year 1971. 
Depreciation Expense 

The staff's .and the applicant t s depreciation expense 
estimatesil for the years 1970 and 1971 are compared as· follows: 

: ___ ~~~~~1~9~70~~~ _________ : ______ ~ __ ~1~~~7_1~~~ ________ : 
: ____ ~A~p~p~l~i~c~an~t __ ~:~S~t~a£~£~ ______ ~:~ __ ~A~p~p~1~1c~sn~t~~:~~S~t~a£==f _________ : 

$432,900 $429,800 $450,130 

!he staff agreed generally to the applicant's ?lant 
depreciation rates and there is no major conflict relative thereto. 

!here is a substantial difference in the expense due to 
the differences in the property on which the expense is charged. 

!he staff witness stated that applicant's recorded utility 
plant in service as of December 31, 1968, is in the amount of 
$21)623~451, and is shown in Table 9-2 of EXhib-it No.1.. The appli­
cant adjusted tbe recorded figures to reflect: on an annual basis 
certain plant changes occurring in 1969 iucludiug the acquis.:i.tion of 
the company·s general office and land associated therewith by a lease 

~/At the bearings. in response to staff questioning concerning the 
status of the 1971 construction program:!, the utility's witness 
st~ted that over $380~OOO of planned construction would not be 
installed in 1971. :Late filed EXhibit No. 12 shows this to be 
tn,e. 
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agreement, with an option to purchase. 

. . 

Applic3Il.t h.:s leased its two general office structures, 
appurtenant buildings and ~provements since they were originally 
constructed, from the San Jose Ranch Company, a company owned or 
controlled by the late Camille A. Garnier, referred to supra. The 
latest lease agreement, dated 3eptember 23, 1969, is with Anton C .. 
Garnier and Kermeth E. Roggy, as Trustees, both referred to supra. 

These facilities, since their occupancy by applicant) have 
been devoted to public utility use, and both the water system and the 

land and structures referred to have been under the control of cue 

person. The staff witness stated that it is reasonable, for rate­
making purposes, to adjust utility plant to reflect the acquisition 
of the general office land and structures at their est~ated cost 
at the t~e they were first devoted to public utility use. He said 
that the staff has been unable to obtain, and. applicant has been 
unable to furt\ish the original cost of the land and structures at 

the tfme they w~re first devoted to public utility use. The cost of 

the general office laud, 3.83 net acres, has been estimated by the 

staff by reference to a similar but larger parcel of land directly 

adjoining the parcel in question, and purchased by the applicant in 

1961. Both parcels are a portion of Lot 1, !ract No. 517, los Anseles 

County. The larger parcel, 8.037 net acres, on which are located 
applicant's aut~ maintenance building, warehouse, and meter sho?, 

was purchased for $101,183, a cost per net acre of $12',589. The 
witness said that by a??lyiug. this land cost to the 3.83 acres of 
general office land gives an estimated cost of $48,258: which has 
been rounded to $50,000. 
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The witness said the amount recorded on applicant t s books 
for general office structlJX'es~ $186,247) has been factored back by 
the use of standard building cost indices to arrive at an estimated 
original eost of $109,000 as of January, 1956 .. 

By Decision No. 64256, dated September 14, 1962, in 

Application No. 43241, the Commission required certai.n. adjustments 
in the rate base. These modifications, referred to in.fra, have been 

continued with the consent of the applicant. The applicant has 
agreed to such modifications in the instant application. 

We have reviewed the record and we are satisfied that the 
staff's adjustments to depreCiation expenses for the years· 1970 and 
1971 together with the stipulated adjustments, are reasonable and 

should be allowed. We find that depreciation expense for the year 

1970 should be $429,800 and for the year 1971 should be $438,800. 
Income Taxes 

Using the foregOing figures, income taxes for the years 
1970 and 1971 at present and proposed rates will be as follows: 

: ____ ~~~~1~9~70~~--~------:----~-----~1~g~'~1~----~-------: 
: ____ ~Pr~e~s~e~n~t __ ~·~Pr~o~po~s~e~d~ _____ :~ ____ ~Pr~e~sen~t~~:~~Pr~· ~o~po~s~ed=_ _______ : 

$38.700 $634,400 $9,200 $589~100 

Rate Base 

The following are comparisous of the applicant's and the 
staff's estimated utility plants and rate bases for the years 1970 

and 1971. The scaff amounts are from Exhibit No .. 2, before revision. 
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: . StAt! : Utilit::z: . . : 1970 . 1971 : 1970 : 1971 . . 
: It@m : Adju!2,j:ed : 'E~t1mated Adjuet@d : E~tim.tlt@d 

(Do11sr~ in Thousands) 

Utility Plont in Service S23,291.5 52,3,,709.5 $2>,294.0 S~,~3.7 
Coll8truction Work in Progreee 141.0 l4l.0 141.0 141.0' 
Other lnve.$tmente ~-2 4~-2 ~·2 424_2 

~otal Utility Plant S2:5~926_S $.24~;344.8 $23~929.3 $24,879.0 

Modi f'i catione 
Contrib. in Aid of CoD.8truetion (1~301.0) (1,326.0) (1,311.3) (l,371.5-) 
Advancee for Construction (:;,194.3) C~,3:;S.2) <:~,205.9) (3,422.5) 
Stipulated Modifications (1,091.5) (1,040.0) (1,091.5) (1,040.0) 
Nonoperating Property (24.0) (24.0) 

Total Modif'icatione (5!61O.8) (5~728.2) (51608.7) (5.&34.0) 

Materlale ax:.d Supplie~ 100 .. 1 100.1 152.3 152.3 

Working CaSh Allowance 353.6 368.9 )4l.7 359.5 

Reserve for :Depreciation (5.704.0) (6,033.0) (2.686_2) <§.056.7) 

Average Depreciated Rate Ba~ 1:;,065.7 13,052.6 JJ~l2S.4 13,500.1 

(lfegative) 

The difference in the utility plant in service is due 
mainly to the adjustments discussed on pages 29 and' 30·herei~. We 
find that the staff's revised estimate is reasonable and' should be 
adopted herein. 
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Applicantfs estimate of contributions in aid' of construction 
appears to be reasonable And will be used for the purpose of this 
decision. 

The applicant conceded an tmproper entry relative to 
adv~ces for construction and that its construction budget was grossly 
overstated as compared with actual construction. We find that the 
staff's est~tes of advances for construction are ?roper and should 
be used for the purpose of this decision. 

Materials and supplies have been adjusted,downward by the 
staff to compensate for an overstatement of the plant account for 
meters and parts by approximately $55,000. We find that the staff's 
estimates of materials and supplies are reasonable and should be used 
for the purpose of this decision. 

Working cash is a judgment figure. The applicant .:md the 
staff are very close in their estimates.. We find that the applicant r s 
estimates are reasonable and they will be used for the purpose of 
this decision .. 

We find that for the years 1970 and 1971~ respeetively~ the 
average depreciated rate bases will be $12,&77,000 and $l2~639)200 
We fine. such rate bases to be reasonable .. 
Summ~y of Earnings 

We find that the applicant's results of operations for the 
adjusted year 1970 and the estimated year 1971 will be as follows: 
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: : 1270 : 1271 
Item : Preeent : PrOp9l!1ed Present : Propo8ed 

Operating :Revenues S 3~573 .. 600 $4,751 .. 300 S 3.609,280 $40.798,900 

Expeneea 
Operation and Ma1nt. 1.259,000 1,259,000 1,299,700 1,299,700 
A.dmin. & General 623,600 641,.500 660.800 678.800 
Non-Income Taxea 5Z7,200 521,2:)0 548',500 ,548 .. 500 
De:preciation Exp. 429,800 429,800 438·,800 4;3,800 
Income 'Xaxes ~ 634,400 9,200 589z100 
Expene.e Modification (17, ) (17,4oc)) (17,900) (1(1,900) 

~otal 2,$60,900 'J,474,50r) 2,939,.100 .3,.537,.000 

Net Income 7l2,700 1, 276, SOO 670,200 1,.261,.900· 

Rate Ba.ee $12,.677 ,.000 $l2,.6.3~,200 

Rate of Return 5.62% lO.m 5.:30'$ 9.98% 

(Nega.tive) 

The Utility Employees' Retirement Plan 
During the hearings evidence was presented by the staff 

relative to the Utility Employees' Retirement Plan (Exhibit No.4); 
the costs of which, iusofar as the consumers are' concerned, is an 
expense which they are required to pay.. At page 2 of, said Exhibit 
No.4, the staff lists what staff counsel in her brief calls msnage:­
rial abuses which demonstrate applicant's mismanagement of the funds. 
Staff couasel states that these questionable practices have an impact 
on the pension fund requirements for employees"benefits and they 
also show the need to separate the management of the utility from 
the administration and investment decisions for the retirement funds. 
She stated that it is important to realize' that the staff wi.tness 
who sponsored this exhibit was not cross-examined by the applicant. 
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In Exhibit No. 4~ the staff witness made the following 
recommendations: 

. . 

1. Ap~licant should be prohibited from making any additional 
investmen.ts of funds charged to Account 79S~ Employees' Pensions 
and Benefits ~ in securities of Suburban. Water Systems~ Southwest 
Water Company~ Vallecito Water Com?any~ California-Michigan Land 

and Water Company~ East Pasadena Water Company and any other 
associated com~any; if~ at some future date~ when investments in 
outside securities occupy a more substantial part of total invest­
men~s and when investment prospects in associated securities become 
more promisiug~ then the Plan may seek permission from· the Commission 
to make specific purchases in securities of Suburb.m~. Southwest and 
other associated companies. 

2. The CommiSSion shouxd order a?~licant to place the Employer 
Accounts (funds provided by employers) with an independent trustee~ 
e.g.,. an insurance company or investment firm engaged in the handling 
of investments for penSion funds~ and the Pension Committee should 
be prohibited from making specific investment decisions. 

3. Until such time as applicant can demonstrate to the 
Commission that it has complied with the above recommendations~ the 
employers' contributions charged to Account 795, Employees' Pension 
and Benefits ~ should be limited to the benefits actually paid to 
retired employees. 

The applicant takes the pOSition that the Commission has 
no jurisdiction over the pension fund but that if it has~. the 
recommencations of the staff are inappropriate and unnecessary in 
view of the following measures adopted by applicant which allegedly 
effectively eeeomplish the result sought to be achieved by the 
sta£f~s recommendations. First, the Board of Directors of applicant, 
in early 1971, engaged the services of Hewitt and ASsociates~ an 
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independene consulting f~~ to study the plan and make recommenda­
tions to the board regarding its administration. Second~ the board 
has engaged the services of Dean Witter & Co. ~ a well known invest­
ment banking f1rm~ to provide it with "recommendations on future 
investments of the Plan's funds. If The applicant's counsel states 
that in view of the above~ the staff's recommendations, even if 
relevant ~ would serve no useful purpose. 

We are satisfied that we have jurisdiction to regulate 
the pension fund practices inasmuch as the applicant includes its 
COS1: as an operating expense.. We find that the staff' s recommenda­
tions relative to future handling of the funds are reasonable, and 
appropriate provisions will be included in the order herein. 
Rate of Return 

Applicant t s witness testified that its s~ry of earnings, 
supra, demonstra1:es there is a deficiency in earnings under the 

present rates, and that among the factors causing attrition in earn­
ings, are 1:b.e rapidly rising costs of labor, materials and services ~ 
and increasing fixed charges on capital additions and replacements 
made at unit costs which are continually increasing. 

He said that primary among the factors considered in 
determining a reasonable level of return on rate base is the cost 
of money to the utility. He said that applicant must be able to 
demonstrate the presence of adequate earnings in order to obtain 
the financiQg needed to meet the continuing requirements for improve­
ments and replacements in its system; the cost of funds necessary 
for capital investment bas risen dramatically within the last few 
years; while there has been some slight improvement in the general 
money market within the last few months, as evidenced" by a retreat 
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in the bank prime rate, this tmprovement has not resulted in a 
significant reduction in the current high cost of new long-term 
financing for utilities; and rates of return on utility rate base 
must now be appreciably higher than those which were adequate in 
the past if the utility is to adequately cover the cost of borrowed 
money and provide a reasonable return to the equity investor. 

The witness said that the Commission has, in the past, 
taken note of the low proportion of equity capi~al in the applicant's 
capital structure; at the time of the latest rate review in 1965, 
the capital structure contained approximately 11.8 percent equity; 
because of reinvestment of retained earnings, and assuming. the 
successful sale of 5,000 shares of common stock at $50 per share 
as authorized by the Commission r s Decision No. 78146, the app,licant' s 
pro forma equity poSition, as of December 31, 1970, will be increased 
to approxtmately 22 percent; if the applicant is to be ab'le to 
successfully obtein a proportion of its future capital needs by the 
sale of common stock, it must be able to demonstrate, over a period 
of years, earnings on equity adequate to attract a ?rice for such 
stock that will not dilute the earnings of existing equity holders; 
even with the increased percent~e of equity capital now shown, 
earni~s on equity are extremely vulnerable to attrition in return 
on rate base; and the attrition of 0.54 perce'O.t per year in rate of 
return on applicant r S rate base, as claimed by applicant, would 
translate to 2.4 percent per year attrition in return on equity 
investment in rate base. 

the witness said that after evaluation of the cost of 
money factors discussed above~ rates are proposed by ap~lican~ 
which are designed to produce, over a three-year period, a return. 
on COtmllO'O. stock equity investment in rate base of l4 percent, 
resulting in an. average return on adjusted rate base of 7 .. 14 I;'ercent, 
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and this calculation does not provide for any return on approx~ately 
$1,000,000 of the applicant's investment which is involved in the 
rate base modifications voluntarily made, infra, in order to expedite 
this proceeding. 

The witness said that on December 31, 1970, the applicant 
had long-term debt of $7,429,000 (including customer's promissory 
notes of $991,000 considered as long-term debt for purposes of 
computing cost of debt) at an effective interest cost of 5.53· percent 
and preferred stock of $4,120,210 at an effective cost of 4.22 per­
cent, or a total senior capital of $11,549,210 at an overall effect­
ive cost of 5.06 percent. The various components of this senior 
capitalization are set forth in Table 13-1 of Exhibit No.1. The 
level of indebtedness to some 304 customers and employees under the 
"customer promissory note programit is included as a cost of senior 
capital since this is a continuously revolving program intended to 
provide funds which would otherwise requ~e higher cost lon~term 
financing. 

Table 13-2 of Exhibit No. 1 sets forth a pro forma 
December 31, 1970 capital structure, including the new financing 
as authorized by the Commissio:l. in Decision No. 78145. This shows 
3n effective cost of long-term debt of 5.77 percent and a resultant 
cost of senior capital of 5.22 percent.. As previously discussed, 
the proposed financing also includes issuance of aclditional common 
stock. Assuming the successful sale of this stock, the applicant's 
capital structure on a pro forma basis at: December 31, 1970 would 
be as set forth in Table 13-3 of ~hibit No.1. 

The witness said rates of return required on the total 
capital structure of the applicant, using the estimated pro forma 
cost of debt at December 31, 1970, as set: forth in Table 13-2 of 
Exhibit No.1, and at various rates of return on comm~ stock equity, 
are as follows: 
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: :COmponents: COIS't : 
: :01: capital: 01: money : 
: Components :stru.cture.: . percent : 

: 
: 
: 
: : 01: capital :percent or: 01: capital: Cost o! money., 

:-.!a~t:.::ru~c:::ture:!:::!:-::......_t!:!o~t~:.s::.J.--=::....:::eo:;!mpo!!.t:::::::::ne~n::.!t=-:.: ___ ....t;pe::.::r~c::.:;:e.::nt.::..~o:.:~_t.:;:o:.:t::::a=.1...;ca:::::.t:p:.:.i.:;tal=-.:::et.:;ru.::..::.;:c:;.;tu,;;~;..;;..._: 

LoXl.g-term 50.43 5.77 
debt 

Pre!e:rred Z7.73 4.22 1.17 1.17 1.17 1.17 1.17 1.17 1.l7 1.17 1.17 
stock 

COmmon 21.84 12.00 2.62 
eq,uity 

13.00 
14.00 
15.00 
16.00 
17.00 
18.00 
19.00 
20.00 

'l'otal 100.00 6.70 6.92" 7.14 7.?;6- 7.57 7 .. 79 8.01 8.2} 8.45 
Capitalization 

The witness said that thiS table shows that at December 
31, 1970, a return of 14 percent on common stock equity wou1d::equire 
an overall rate of returu on capital of 7 .. 14 percent. 

The witness said that, as shown by applicant's est~ates 
of rates of return for 1970 and 1971, it can reasonably be expected 
that after new~ higher rates are placed in effect~ the company will 
~~perience 4 continuing decline in rate of return of approximately 
0.54 percent per year; that applicant should receive a rate of 
return on the 1971 est~ted test year rate base which will provide 
7 .. 14 percent as an average for the succeeding three years; and that 
on .this basis, and using a decline of 0.54 percent per year, it is 

indicated that the rate of return on the 1971 test year rate base 
should be 8 .. 22 percent. 
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The witness said tha.t a rate of return of S·.22 percen't, 
on a $13,500,000 rate base (applicant's estimated and adjusted 1971 
rate base) will require gross revenues of $4)49S~39$, an increase 
of $1,0&6,545 over the est~ated revenues for 1971 at the present 
rates. 

A Commission financial witness testificc that applicant's 
capital struet~e for the years 1961 through 1970 was as follows: 

: 
~ :.onQ;-'Xerm Debt.!! ~ : : 

Preferred Stock : Common Eou'itI : 'Xotal Ca'Pit~ 
: 
: 

:Year : AmO~t Pereent : knount Percent : Amount Percent : Amount Poreent': 

1961 ~6,577,OOO 5}.49"; s~,889,??5 31 .. 63%' Sl,8:;O,110 14.88% $12,296,,885 100..~ 
1902 7~965,COO 58.68 3,999,174 29.47 1,607,748 11.85 l3, . .57l,922 100.00 
196~ 7.853,000 57.85 4,019,011 29.60 1,.70},78o 12.55 1~,575,791 loo.CO 
1964- 7,740,000 56.97 4,048,871 29.80 1,798·.085 13.23 13,586,?56 100.00 
1965 7,627,000 57.21 4,049,070 ?;o.37 1,655,677 12.42 13,331,.747 100.00 
1966 7,515,000 57.29 4,224,480 32.20 1,)'78,.315 10 .. 51 13,117,795 100.00 
1967 7,403,000 56.57 4,117,190 31.46 1,566,991 11.9?' 13,087,181 100.00 
196$ 7,190,000 51.22 4,ll9,OOO 29·35 2,727,833 19.43 14,036,833 100.00 
1969 7,512,098 51.26 4,ll4,46o 28.07 3~028't?03 20.67 14,655,261 100.00 

1970 6 .. 953,002 48.68 4,116,6'70 28.82 3 .. 213,398 22;;..50 14,283,070 100.00 

Average 
10 Yeare 54.92% ~.08% 15.00"" 100.00% 

Y Excludoe 6hort-term debt. 
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l'b.e witness said that historically the company has main­
tained an imbalanced capital structure containing a preponder~c~ of 
debt and preferred stock and a very low COIl'lDlon equity ratio,. Over 
the past ten years the common equity ratio has rauged from a low of 
10.51 percent in 1966 to 22*50 percent at the eUQ of 1970, the 
principal reason. for the recent improvement being gains realized 
from sale of the Santa 'Fe Springs system in. 1968, the procl~eds. of 
which were mostly ~vested in New Mexico properties which in 1970 
earned a meager 1.40 percent On applicant's investment. 

The ~tness said that based on the staff's estimates of 
amounts outstanding as of December 31, 1971~ the imbedded cost for 
debt is 5.75 percent and the effective dividend rate for preferred 
stock is 4.22 percent (Table 2, Exhibit No.5). He indicated that 
the common stock earnings per share since 1960 have varied, showing. 
a loss of $1.73 per share in 1967 and registering a high of ~3.94 
per share in 1970, While book value per share has ranged from a 
low of $31.11 in 1966 to a high of $68 .. 53 at the end of 1970. For 
the five-year period from 1966 through 1970, applicant's average 
common stock equity ratio as ~ll as its earnings rate on common 
stock equity and return on average total capital ranked lowest 
among 17 other water companies (Tables 4 and 5 of Exhibit No,. 5). 

The witness said applicant was granted a rate increase in 
1969 by Decision No. 75335, dated February 18, 1969 as supplemented 
by Decision No. 753947 in Application No. 499l4, in which the staff 
recommended a rate of return of 6.75 percent and this rate was 
adopted by the Commission. This return g.:Ne' earo.in.gs of 19' .. 10 ?ercent 
for commou stock equity. 
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Iu Decision No. 75335> the Commission pointed out that 
because of the extremely low commOn equiey ra'tio,. any reasona1:>le rltf:e 

of return would result iu an abnormally high earnings rate on the 
common stockholders r investment. This fact is illustrated in the 
following table: 

. e. 
AMumed.·~ RsteoB : . .. 

: : : on Common Stock Equity 
: 

= : CapiUll : : . M 0'£ De-eembe-r 31~ 1971 : .. 
(a.): . : (b) :lb.OO"',,6 1Z.0&% 1~.00% 12.00[ 2O.00"'.l 21.00r"';: Item = ~tio.~~1.a~~o;t:. :- W~ight,d Cost§ : 

I¢ng-Term Debt 56.88:;6 5.75% 3.27~ 3.27'~ 3.27'tG 3 .. 27..6: 3.27t 3.27'..6. 
Preferred. Stock 31-15 4.22 1·31 1·31 1.:;1 1 .. 31 1.31 1.31' 
Common Stoek Equi t:y 1l.2Z 1.22 2.0~ 2 .. 1~ 2~2? 2'·22 2.21 

Total 100.00'~ 6"20% 6.6156 6.7:2 6.82% . 6~27,6 7 .. 22% 

(b) 

Co~ raeto%'~ or Mllior ucurities develo~d in Table No.2, Exhibit No.5, 
:re:f'erred. to ~pra.. . 

The witness said the foregoing table utilizes assumed 
earnings rates on common stock equity and combines its weighted eost 
with. that of senior 5eClJrities to show v.ttious rates of return on 
total capital. The capital ratios as of December 31, 1971 are as 

es~~ated by the s~aff and the cost factors for senior securities 
are those developed in Table No .. 2, Exhibit No. 5~ supra. 1'b.e 
common stock equity ratio used for purposes of this proceeding 
reflects the elimination of Suburban Water Systems r entire investment 
in the stock of Paradise Community Service, Inc. (New Mexico). 
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The witness said a fair rate of return should provide the 
utility with sufficient funds to service senior securities nnd to 
permit re~sonable increments in retained earnings afte~ payment of a 
compatible dividend on its common stock~ The earnings rate allowable 
for common stock equity necessarily involves judgment which considers 
many fa.ctors, including: Capital structure and imbedded costs of 
debt and preferred stock; additional funds required for construction; 
outstanding advances for construction and contributions in aid' of 
construction; comparative earnings of other water utilities; rates of 
return authorized by the California Public Utilities Commission; 
attraction of external capital on reasonable terms; and equitable 
t%B&tment of consumers and investors. He said that ~ rate of return 
in the range of 6.70 percent to 7.00 percent would be reasonable for 
a?plieant~ pointing out that the earnings rate on the applicantts 
common stock eqUity within this limit would range from 17.17 percent 
to 20.22 percent. 

Using the maximum staff recommended rate of return of 7 
percent, this =eturn when applied to the herein adopted 1971 rate 
base of $12~639,200 would produce net oper~ting revenues of $SS4,SOO, 
or an increase of $2l4,600 over those at prc$ent r~te$. This rate 
of return is reasonable when applied to the herein adopted rate base 
for 1971. We esttmate that this rate of return will give a return 
on common equity of 20.22 percent. We find such rctu--n for the£u~~e 
is reasonable. The applicant is, therefore, enti~led tc an increase 
in gross revenues of $404,700 instead of the requested increase in 
gross revenues of $1,189,620. 

We have not concerned ourselves with the indicated trend in 
the rate of return (applicant minus .54 percent per year, staff minus 
.14 percent per year). The trend in rate of return is an important 
element of consideration for water utilities. In this proceeding 
however, the level as indicated by the staff results appears too small 
for quantitative conSideration. We must recognize, however, that 1 
while growth in the system may be limited, additional plant and I 
replacements cost more than the average eost of old plant, even \ 
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though increases in costs may be limited to the percentage increases J 
found reasonable by the Price Commission. Furthermore,. upgrading of 
fire protection requiring installation of large diameter mains with-
out offsetting increases in revenues is a considerable factor in 
decline in rate of return. Because of these increases in costs ~th-
out offsetting benefits in additional revenues,. the CommiSSion finds 
t~t the maximum of the stafffs recommended range in rate of return 
of 7 percent on an adjusted rate base is reasonable. The net result 
is a return on common equity of approximately 20.22 percent. This 
return is the return we allowed on common equity in Decision No. 
75335, s~pra. In our opinion, this return on common equity is 
reasonable under the precise facts herein considered. 
Inv~stm~nt Tax Credit §nd State Corporation Fr8nchise Tax Rate 

The tenn "Investment Tax Creditn (I'IC),. as used herein,. 
refers to a reduction in current tax liability allowed by Federal 
incom.e tax authorities, purs\Ul.nt to tax laws,. based upon a stated 
percentage applied to the dollar amount of specified qualifying plant 
additions. An I"rC was introduced by the Revenue Act of 1962, 

suspended by the Suspension Act of 196&,. restored by the Restoration 
Act of 19&7 and repealed by the Tax Reform Act of 1969. A revised' 
rTC was recently reinstated by the Revenue Act of 1971) ~th 8. credit 
of 4 percent for utilities. We hereby take official notice of the 
aforementioned previous and recent tax laws, and the recent increase 
to 7.6 percent for State Corporation Franchise Taxes. 
Findings 

The Commission finds that: 
1. Suburban Water Systems (applicant) is e public utilityweter 

corporation under the jurisdiction of this Coranission furnishing water 
service to an overall total of approximately 45,000 customers. 

2. Applicant proposes to incre&se its rates for general metered 
service, private fire protection service) construction and tank truck 
service, and service to tract houses during construction. Revenues 
for 1971 will be $3,609,280 at the present rates and $4,798,900 at 
the company proposed rates. 

3. Operating and maintenance expenses for the year 1971 will 
be $1,299,.700 at present and proposed rates. 
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4. Administrative and general expenses for the y~ar 1971 will 
be $660?800 at present rates and $678,800 at the company proposed 
rates. 

5. Depreciation expeuse for the year 1971 will be $438.,800. 

6. Taxes other than on income will be $548,500 for the year 
1971. 

7. Income taxes for the year 1971 will be $9,200 at present 
rates and $589,100 at the company proposed rates. 

8. The net revenues for the year 1971 will be $670,200 at 
present rates and $1,261,900 at company proposed rates. 

9. A~~licantfs average adjusted rate base for the year 1971 
is $12,639,200. 

10. Based on the above findings, applicant's rate of return 
for the est~ated year 1971 will be 5.30 percent at present rates 
and 9.98- percent at the company proposed rates. 

11. 'l'be rate of return applicant is receiving. at the present 
rates is dcf~cieut and applicant is in need of financial relief. 
The est~ated rate of return of 9.98 percent which would be produced 
by the rates proposed by applicant is excessive. A rate of return 
of 7 percent on the adopted rate base of $12,639,200 for the year 
1971, which should produce a return of 20.22 percent on common 
equity is reasonable. 

12. The increases in rates and charges authorized herein are 
justified, the rates and charges authorized herein are reasonable, 
and the present rates and charges, insofar as they differ from those 
prescribed hereiu, are for the future unjust and unreasonable. Thein­
creases ~11 not contribute to inflationary expectations; the increases 
are reduced to reflect productivity gains; the increases are the 
minimum rates which are necessary to assure continued and adequate 
service; and ;my increase in the rate of return above that allowed' 
previously either is required by an increase in the cost of money,. 
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including equity capital, or is necessary to assure continued adequate 
service and provide for necessary expsnsion to meet fu~~e req~=e­
ments, and it is the m1n~um rate of return needed to attract capital. 

13. Filings of new schedules of rates fo~ general metered ser­
vice, private fire protection service, construction, and tank truck 
service, and service to tract houses during construction, should be 
authorized. The order which follows will authorize the filing of new 
schedules of rates which will produce $4,014,000 in gross annual 
revenues, an increase of $404,700, or 10.08 percent of the gross 
annual ::-evenues which would be produced at present rates. When the 
authorized revenues are related to the rate base of $12',639,200, 
Which is just and reasonable, after deducting operating expenses, 
depreciation nnd taxes, a rate of return of 7 percent will result. 
We find such rate of return to be reasonable. The present rates, 
insofar as they differ from the herein authorized rates" are for the 
future, unjust and unreasonable. 

14. The staff recommendations relative to the penSion fund 
are reasonable and compliance therewith should be required in the 
future. 

The CommiSSion concludes that the application sho~:d be 
granted to the extent and subject to the coedit ions herei~ ~et forth, 
and in all other respects it should be denied. The increases granted 
are in compliance with the regulations established by the Price Com­
mission in Section 300.16(e), (1)-(6) Code of Federal Regulations. 

ORDER -- - --
IT IS ORDERED that: 

1. After the effective date of this order, Suburban Wa~er 
Systems is authorized to file the revised schedules of general metered 
service, private fire protection, construction and tank truck service, 
and service to tract houses during construction, rates ettsched ~o 
this order ~s Appendix A, and concurrently to cancel its present 
schedules for such service. Such filings shall comply with Ger.eral 
Order No. 9o·A. The effective date of the eew a~d revised tariff 
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sheets shall be four days after the date of filing. The new and' 
revised schedules shall apply only to service rendered on and after 
the effective date thereof. 

2. Applicant shall not make any additional investments of funds 
charged to Account 795, Employees' Pensions and Benefits, in securi­
ties of Suburban Water Systems, Southwest Water Company, East Pnsadena 
Water Company and any other associated company; if. at some future 
date, when investments in outside securities occupy a more substantial 
part of total invesements and When investment prospects in assoicated 
securities become more promising, then the Plan may seek permission 
from the CommiSSion to make specific purchases in securities of 
Suburban, Southwest and other associated comps.n1es. 

3. Applicant shall place the Employer Accounts (funds provided 
by employers) ~th an independent trustee, e.g., an insurance company 
or investment firm engaged in the handling of investments for pension 
funds, and the Pension Committee shall be prohibited from making 
specific investment decisions. 

4. Within one hundred and eighty days after the effective date 
of this order, applieant shall file a plan and schedule of installa­
tion of faeilities to correct the low. fluetuatingwater pressure 
condition in the vicinity of its Covina Knolls reservoir. 

The effective date of this order shall be twenty days after 
the dace hereof. 

Dated at .t,tr;., 
day of APRf~ 
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APPENDIX A 
Page 1 of 6 

Schedule No. 1 

APP1ICABItIT'f 

Applie&ble to all ~etered ~ter service. 

TERRITORY 

Portions of Covina, West Covina., La. Puente, Glend.ora, Whittier, and. 
vicinity, ID~ Angeles and Ora:oge Counties. 

RATES 

Serri.ce Charges: 

For 5/$ x 3/4-inoh tleter 
For '3/4-'5:t4eh meter 
For l-ineh :eter 
For l~in.ch :eter 
For 2-inCh meter 
For J-inch meter 
For 4.-ineh meter 
For 6-ineh meter 
For 8-inch meter 

Quantity Rates: 

..••.•...•.•..•. 

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

. .- .............. .. 

.' •• e· e· ............ .. 

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

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

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

.....•.•.•...... 

Per Keter 
P~l'" Month 

$ 2.65 
2.95 
4.00 
6-.00 
8.00 

lk..OO 
20.00 
~5.00-
48 .. 00 

Taritr Area. 
~ ~ No.3 

~.rst '30,,000 cu..tt., per 100 cu.tt. 
Over '30,000 cu..fi., per 100 cu.tt •. 

$O.l& $0.19 $0.22' 
0.14 0.17 0.20 

The ~ervice Charge is applieable to all metered 
service. It i~ a readine~s-to-~erve charge to 
which is a.dded the charge, eom:?uted a.t the 
Quantity Ra:tes" for water U3ed dur...ng the month. 

SPECIAL CONDITIONS 

l. The bo~daries ot the zones in which the a.bove rates appl:r are 
delinoo.ted. O::l. the tariff service area maps filed as part or these ta...""itt 
sched\llcs-. 

( Continued.) 
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SPECIAL CONDITIO~~ (contd.) 

APPENDIX A 
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Schedule No.1' 

2. The tari!! arc<').S inelude all customers in elevations. zones on 
de$ignat.ed. as folloW'S: ! 

Tariff 
Area 

1 
2' 
:3 

San Jo~e Syst.etl Whittier System. . 
Eleva.tion, Feet Elcva.tion, Feet I 
~ Including ~ Including 

547 
llL.C 

547 300 I 

11.40 300 820! 
820 (N) 
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APPLICABItITY 

APPENDIX A 
Page ~ or 6 

Schedule No. 4. 

All Tariff Areas 
PRIVATE ~ PROTECTION SERVICE 

Applicable to all 'Water ~ervice .furnished to priva.tely owned fire 
protection Sy5tems. 

TERRITORY 

All· tarl!t areas. 

Per Month 

For each inch of diameter ot service connection ........... $~.35 (I) 

SPECIAL CONDITIONS 

1. The firfJ protection service connection ~hall be installed by 
the utility and the cost paid by the applicant. Such payment shall not 
be subject t.o re1\md.. 

2. 'the tli:oilmml. dialneter tor tire protection ~ervice ~hall be tour 
inches ~ and the ~ dia:n.eter shall not be more than the diameter or 
the :::ain t.o which the zervice is connected .. 

:3. It a distribution main or adequate size to serve a private tire 
protection ~~tem in addition to all other nor.mal service does not exist 
in the street or alley a.djacent to the pre:nises to b¢ served,. then a 
service main tror::l the nearest existing :lain ot adequate capacity shall be 
installed. by'the utility and. the cost paid b7 the appliec.nt. Such payment 
shall not be subject to rotund .. 

4.. ServiCf3 hereunder is tor private tire protection systems to which 
no con.~ections tor other than tire protection purposes are allowed. and which 
are regularly inspected by the \lllderwriter~ having jutisdietion~ are i..~s~ed. 
according to speeii'ieations of the -..:tility, and are maintained to the satis­
.faet.ion of the utility. The utilitY' :ay install the standard. detecto~ type 
meter ap~roved. by the Board or Fire Underwrite~ for protection.against thett~ 
leakage or 'W3.Ste o! wate:- and the cost paid by- the a.pplicant. Sue.."'l p3.y:cnt 
shall not be subject to re:t:'m:.d. 

5. The utility 'Undertakes to :supply only sueh water at such pres3ure 
as r:J3.Y' be available at atrIl ti:le through the nor::al o~ration of its system. 
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APPlICABILITY 

APPENDIX A 
Page,", or 6 

Sehedw.e No. 9-CF 
All Ta.rifr Areas 

.MCO:;.;.;NS~TR:..;..:.:;..;OC~TI.:.:C~N ~ ~ ~ SERVICE 

Applieaole to all temporar,r water 3ervice rendered for street 
paving, grading and. trench nOoding1 and for all water delivered.. to tank 
trucb . from fire hydrants or other outlets provided for such purposes on 
a flat rate basi~. 

'I'ERRITORY 

Throughout all ta.ri!! areas. 

RATES 

Plat Rates: 

For sprinkling subgra.d.e or streets and. other area,., 
that are s:prinkled tor compaction, per 3,000 square 
teet of 3ub-grade or compaction ....................... $1.45 

For Trench Settling: 

Per lineal toot of trench up to 3 teet 
in width and 4 teet in depth ..................... .022 
Per lineal toot or trench trom 3 teet t~ 
6 teet in width and 4 teet in depth ••••••••••••• .045 

(I) 
I 
I 
I 

! 
I 
I 
• 

Per lineal toot or trench up to- 3 teet in 
width and trom 4 teet to e teet in d.epth ........ .. 

! 
.045 . (!) 

( Continued) 
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RATES (contd.) -

APPENDIX A 
Page 5 ot 6 

Sc.hed.1Jle No. 9-CF 

All Tariff Areas 

CONSTRUCrrON A!:m. ~ ~ SERVICE 

Por Trench Sottling: 

Per lineal foot of trench up to 3 feet 
in width and from S- feet to 12 feet in depth ••••• $ .067 

Per llie3J. foot of trench from 3 feet to· 
6 feet in width and from 4 feet to S reet 
in depth ••••.••••••••••••••••••••.•• ~~ •••••••••• 

Per lineal foot of trench from 3 feet to 6 
teet in width \l.nd from S teet to 12 teet. in 
depth ........ ~ ................... ' .................. "" ............. . 

For water delivered to Ul.nk wagon or ta.Dk 
truek~ per 100 gallons •••••••••••••••••••••••••• 

!llilimu::l. Charge for ~erv:tce under this 3ehedule 

SPECIAL CONDITIONS 

....... 

1. krq :person desiring to obtain water deliveries under this 
sched.u1e :::ust first o'bta.in a 'Written permit frot:.. th~ utility •. 

.l3 

.02 
$5.60 

2. At the option ot the \..'tility a meter will be installed tor this 
ty-pe or service - in which event the schedule for this type of metered 
service for the appropriate ta...""if.t area. will apply. 

(I) 
I 
I 
! 
~ • • 

I 
1 
! 

(I) 
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Sehed\:le No. 9-CF-2 

All Tariff Areas 

SERVICE TO ~ HOUSES DC'RING CONS'I'RC'CTION' 

APPLICABILITY 

Applicable to tract. houses being. construet.e<i as part or a total. 
real estate development. 

TERRITORY 

Throughout. all tarirr areas. 

For each residence ror the entire construet.ion period ...... $2.80 eI) 

SPECIAL CONDITIONS 

1. This rate is ava.ilable only to real estat.e developers who 
undertake the co~truct.ion or a.ll or a sub~ta.ntial portion or the houses 
in a tract. as part 0: the tra.ct. development.. It d.oes not apply to builders 
or ho~es in tra~ subdiVided tor lot sales.. ' 

2.. The water :;ervice,. under this tari1"1" schedule a.pplies onJ.7 to. use 
or water tor construction or residences.. It does not include water use fer 
garden irriga.tion er ror:~el hoces or ter general tra.ct improvement work .. 
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APPE~"DIX B 

CERTIFIED PUC RE 
INCREASES I~ RATES 

APPLICATION NO. S2S0S 

• 

The rates ~uthorized in Appendix A attached to the foregoing 
order meet the criteria established by the Price Commission of the 
United States in Section 300.l6(e)~ (1)-(&) of Part 300 of Title 6 
of the Code of Federal Regulations, as set forth below: 

(a) The fo~er rates, or prices, are set forth 
on pages 14 and 15 of the opinion, supra. 
The new rates, or prices, are set forth in 
Appendix A attached to this order. The 
percentage increase in gross revenues pro­
duced by the n~N rates is 10.08 percent 
above the gross revenues adopted for the 
test year. 

(b) The dollar amount of increase in gross 
revenues provided by the rates authorized 
herein is $404,700. The dollar amount 
of increase in net operating revenues pro­
vided by the r~tes authorized herein is 
$214,600. 

(c) The amount the increase in net operating 
profit will increase the :::.pplicantTs profits 
as a percentage of its total sales is 3.47 
percent. 

(d) The increase in applic:mt's overall rate of 
return on rate base is 1.7 percent. 

(e) Sufficient evidence ~s ta.~en in the course 
of the proceedings held herein to determine . 
that the criteria set forth in Section 300.l6(d), 
(1)-(4) of Part 300 of Title 6 of the Code of 
Federal Regulations are met by the ~ate in­
crease authorized by this order. The rates 
authorized herein meet these eriteria beeeuse 
the record dcmons~rates that under the costs 
of opereting its business ~uring the 1971 
test year, as adjusted by the Co~ssionts 
decision herein, and uneer the rates last 
authorized by this CommiSSion in Decision No. 
75394, G~ted March 10, 1969, in Ap?lieation 
No. 49914, the applicantTs rate of return for 
~he test year is 5.30 percent. This level of 
return is less t:4Sn the minimum rate of return 
needed to ll.ttrs.ct capital at res.sonable costs 
and not impair the credit of applicant. 


