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Decision No. __ 8_0_3_7_4 __ _ 
BEFORE 'l'RE PUBLIC UTILITIES COMMISSION OF THE STAn: OF', CALIFORNIA' 

In the Matter of the Application of ) 
ROSSMOCR: WATER COMPANY, for an Order ) 
Authorizing a Raise in R.ates. ) 

,--_._------.-;} 

Application No. ,52796 ' 
(Filed August 9, 1971) , 

Milford W. Dahl, Attorney at Law', for 
applicant. 

Mart in E. Whelan, Jr., Inc., by Mart in 
E. Whelan, Jr., Attorney at Law, for 
LeIsure World Foundation and Mutual 
Housing Corporations inSide Leisure 
World; ~olonel RO~.Ft H. Calahan" for 
Moulton Parkway Resrdents Association 
No.1, ''New World"; Paul Doyle, for 
New World Moulton Parkway Unit No.2, 
protestants. 

Rufus G. T~er, Jr., Attorney at Law, .and 
Andrew To aKoff, for ~he Commission 
staff. 

OPINION ------ ... -- ..... -. 

Applicant, a public utility water corporation" ,seeks 
authority to increase its general metered rates by 13.852 percent,. 
its metered construction rates by 13.511 percent, its unmetered 
construction rates by 2S percent, and its private fire proteetion 
rates by 27.5 percent. I'D. addition, it proposes to change the 
existing rate st:rueture (minimum allowance type)' to a service 
charge type. 

Durtng the year 1971, applicant had an estimated average 
of 2~659 me~ers, 
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Notice of public hc.arings was publisbed~ posted, and mail"d . 
as required by this Commission and hearings were held be£<»=e Examiner 
Rogers in Laguna Hills, california, on March 14, 15-, and 16, 1972. 

After submission, briefs were filed and considered .. 
Reg~ested and Authorized Rate of Return 

The applicant requested a return of 8 percent on rate base 
and the staff recommended a return of 7.7 percent thereon. 

In the last general rate increase granted to applicant 
(Decision No. 76387, dated November 4, 1969, in App.lication No .. 

50365), applicant was autho=ized a rate of return of 7.2 percent. 
'!his rate of return was subsequently continued in effect in an 

offset decision (Decision No. 78176, dated January 13, 1971,. in 
Application No. 51980. A rate of return of 7.4 percent in this 

proceeding should enable applicant to earn. approximately the 8.79 
perce:tt ::::eturn en equity allowed in the last proceeding. 

We find that a 7 .. 4 percent rate of return is reasonable 
for tae applicant during the test year 1972 which we a;:-e using for 
the purposes of this decision. 
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History of Applicant 
Applicant was organized under the laws of California. on 

May 24, 19~2. The Articles of Incorporation were filed with the 
Commission in eon:Lectio'C. with Application No .. 44672 pursuanc to 
which applicant r s original certificate wa.s granted' oyDecisionN(h I 

65273" dated April 23 1963-. 
Organ:t~ation 

<, • 

'Xl:.c::e were 20 regular and 4 part-time employees, on 

December Sl, 1970. :hes~ employees also perform. dutie's f~r other 
companies and districts which ~e invoiced for such service based 
on time card distribution. 

Applicant's ,business offiee,is ic Laguna. Hills. This 
office ~dlcs all matters rela~ing to general administration, 

, , 

aecounti:c.gJO coust:uction. a.dmiuistrati~n) and eusto:e'r X'ecorC;s and 
billing. The field office and wueho~'se is loeated in £1 Toro. 
nu.s office handles' all pu:ehesin,g,. warehousing, 'construction' 
i:l.spectioc.,. system operation and systec. maintenance. 
Territory Se:ved', 

The applic3Xl.t serves generally the arc-a s\lrro'ClXld1ng; the 
, ' 

inteX':;ec'Cion of El Toro R04d and the San Diego Freeway. Customers' 
are p::i:narily residcutial with tome commercial and business e.ctivity. 
W~ter Production 

The applicant is totally dependent upon the Metropolitan 
Wster District for its present water supply. The principal facilities 
0: the Metropolitan Wate= District JO which pro, .. -ide the only supply of 
Colorado Rive: Wate: to the east Orar.g~ CO'UD.ty area, arc: the, 
Lower Feeder, the Robert B. Diemer Filtration Plant, the Eas1: Orange 
County Feecer No. 2 and the Santiago Lateral. 
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The Lower Feeder delivers water to the Robert :8:. Diemer 
Filtration Plant where it is filtered and dis·tr1b\1teci to- member 

agencies. The East Orange County Feeder No. 2 transports water from 
the Diemer Filtration Plant to the San Joaquin Reservoir northerly 
of Corona Del Mar. 

The Santiago Lateral connects to the Lower Feeder ,easterly' 
of the Diemer :Filtration Plant, and carries untreated water southerly 
into Santiago Lake or, as it is more commonly known, Irvine Lake. 

In 1962, the Santiago Aqueduct, connecting to the Santiago 
Lateral near Irvine Lake and terminating in the El Toro area., was 
completed. This line was constructed by the Santiago Aqueduct 
Commission which consists of the El Toro and Los Alisos Water Districts 
and is responsible for the maintenance and operation of the facil~ties 
tbrougll Reach No.5. !he end of Reach No. S is approximately one 
and oue-half miles northerly of the El Toro Water District Filtration 
Plant. 

In 1962, Tri-Cities MuniCipal Water District under a joint 

powers agreement with Moulton Niguel Water District, Irvine Ranch 
Water District, and Orange County Water Works District No. 4 

completed the construction of the Tri ... Cities Transmission Main Unit 
No.. 1. This line connects to the East Orange County Feeder. No. 2 

at the Coastal Junction and termina.tes at the ''Y'' located in Tract 
4920 in the most southerly portion of the Rossmoor Leisure World 
Development. 

Lands served by -the Rossmoor Water Company fall within 
the El Toro and Moulton Niguel Water Districts. 

-4-



e 
A. 52796 - sjg 

El Toro Water District 

!be El Toro Water District receives untreated water in 
its filtration plant: at the terminus of Reach No. 6 of the SaIltiago 
Aqueduct. the filtration plant now has a rated capacity of 5 million 
gallons per day but can treat as much as 10 mgd for short periods of 
time. The plant is designed for expansion to a rated c'~pacity of 
10 mgd and can be further increased to- at least lS mgd by the 
addition of pre-treatment such as coagulation and sedimentation. 
In addition, the El Toro Water District has a 720 acre-foot raw 
water storage reservoir in operation. The X'eservoir enables the 
El Toro Water District to take a continuous flow from the Metropolitan 
Water District while providiug a supply to the filter plant that c~ 
fluctuate with the Rossmoor Water Com.pany system demand. 

Following filtration, -the water is stored in a small 
300,000 gallon clear water reservoir ready for distribution and use. 
The filtration plant operates automatica.1ly to keep, the clear water 
reservoir full. 

Moulton Niguel Water District 
The delivery of filtered Colorado River Water to'the 

Moulton Niguel Water District 1s through the Tr!-Cit:[es Transmis.sion 
Main. The Tri-Cities main crosses the Rossmoor Water Company service 
area in Moulton Parkway. Water 1s delivered to' Rossmoor Water 
Company through a 16-iuch connection. 
Water Treatment 

All wate: received by the company h~s been filtered. and 
chlorinated. Therefore, no further treatment is· required) however" 
the chlorine. residual of the water in t~e system is mon.itored on a 
X'egular schedule. 
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Distribution and Stora&e 
As of December 31, 1970, there were approximately 253;t714 

feet of diseribu~1on mains in the system rangfng in size from 4 inches 
to 21 inches iu diameter. 

Storage facilities· at the end of 1970 cons.isted of two 
steel tanks located on elevated ground with a comb-ined capaci.ty of 
5 million gallons. the water level is controlled by altitude valves. 
Use of Test Year 1972 

Exhibit No.2, which is the report on the results of 
operation of the applicant prepaxed by the staff, makes comparisons 
and anal~~s its operations projected to a test year of 1972. 
Applicant used est~ated 1971 results normalized to· 1970. the 
question was raised by the examiner whether the staff exhibit 
adjusted to 1972 could provide a means of comparison wit~ the 
applicant's figures adjusted to 1971. 

The applicant may charge only those rates which have been 
authorized by the Commission and rate -making is pro.spcct1ve in 

character. ~ order to establish the reasonableness of the proposed 
rates, it is deSirable to use the most recent financial data.. The 
staff revenue estimates are based upon more up-to-date projecti.ons 
of average number of customers based on actual customer coUnts" as 
of November 1971 and projected through December 1972. .This informa~ 
tion was not available at the time tllat the applicant's projections 
were submitted. Moreover, the staff had access to later tax bill 
information than applicant in that 1971-1'972 tax bills were used iu 
the staff estimate and projected for 1972. Finally, the 7.6 percent 
rate for state income tc!IX, investment tax crer1it, and fed"eral . " 

minimum preference taxes .are reflected in the staff income tax 
calculations. these changes, together with methods of computation, 
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occurred after preparation of applicant's report. Actual operating 
results will be affected by the application of tax rules which were 
not included in applicant's presentation but were included in the 
staff projections. 

Accordingly, while the staff's test year does not: make a 
direct compari:lou with the 1971 test year of the applicant, it 
appears and we find that the 1972 test year us~d by the staff is' 
the appropriate test year on which to make ratedeterm1nations :tn 
this ease. 

: . . 

Staft SUmmo.r;r ot Earnings 
Estimntod Year 1972 

: __ ~~ __ ~1~9~7:2~E~s~ti=ma~t~ed~~ __ ~~ ___ : 
Precent : , Propoeed. : . . 

:~ _____ --=I:.:.te::;.:m::-__________ ..:.·_' __ R~tl~t~e.:;:.a ___ --:.. ___ ...:Ro:.:;:a:.:::.t";o;.:I!r_'_' __ = 

Operating :Revenues 

Operating ExpeXl.8es 
~r.& M.Unt. 
Ta.xel$ Other Than Ineomo 
Dcp~tion 
Income, Taxes 

TotaJ. Oper. E:xp. 

A.verage Depr. Pate :Base 

:Rate 0'£ Retur.c. 

$ 913,200 

.54:;,990 
89,08°: 

102,,010 
9,21}O 

74$,070 

168:,1" 

$2,,539,790' 

6.G% 
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Revenues 
The staff reviewed applicant's est~ate of water use per. 

customer for each classi£ica~ion and found it to be reasonable for 
the es~~ated years 1971 and 1972. However, the staff baseo its 
average number of customers on actual residential and commercial 
custome: counts through Novembe: 1971 which i~ projected on the basis 
of planned occup~cy of t:acts and manor developments through 
December 1972. Fo: the est~ced year 1971, :he later information 
used by the staff resulted i"O. 0.7 percent greater tot'al revenue 
than applican~ts eSC~ate at present rates and 1-1/2 percent greater 
at proposed rates. A compa::ison of operating re:venues estImated by 

the staff for 1971 and 1972, and applieant for the year 1971 
indicating the pel:cent it:.crease rectuested for each class of service 
is set forth in the following table. 
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. . Staff : Applicant : Co. Exceeda : ' Sta!f' ., . . . 
: Item : lm~· : 1m Eet. : Staff :: 1ns-Est. : 0. 

Preseat Rates % for'1271 Est. 

Operating :Revenues 

~esidential Single $249.400 $24,5,64, (1.5) $348,900 
P.es1clential Mul.tiple 374,700 375,507 0.2 396-,.500: 
:RolSidentiaJ. 1'lOblle Homes ~.ooo, l%~ ~ 

6,:;100 
Subtotal. Residential 626,000 622, o. ' 751,500 

Com. & PIlblie Authority 133,000 132-,507 (0.4), l;~,OOO 

Constru.etion 17,100 15,928 (6.9) 17,100' 
'O'nmetered Con.e;tru.etioXl. 1,400· l,.~ 0.0 1,400 
Private Fire ',600 3,600 0.0- 4,000· 
Other Revenue 200· 200 0.0' 200, 

Y 
Total Revenue 781,400 770.235 (0 .. 7) 913,.200 

Percent Iner. ) 
Pro~eed Pates Propoeed/Present) '!orl972' Est. 

Residential. Single $25~OOO $250.695 1.5 $354,000' , 
RelSidential Multiple 453,700 452',026- 21.1 480,.100 
Re~d.entia.l Mobile Bomee 2':t~ ~ 16.4, 7%100 

Subtotal Resid.ential 709. 7 ,957 1l.9' 841,200, 

Com. & Pu.blie Authority 
168,000' " Subtotal Comm. 160,900 154,747 20.9: 

Constru.etion 21,100 18,080 ~.4 21,100: 
Unmetered Cox:.atru.ction 1,800 1,750 28 .. 6 l,8oo: ' 
Private Fire . 4,600 4,590 30'.0 5,(00, ' 
Other Revenue 200 200 0.0 ' 200· -

Total Proposed Revenue 898-,200 884,;24- -13.6 1,037tSOO 

(Negative) 

y 
(Exb.:Lbit No.9') show recorded: revenues· AppliClmt· IS 19?J. annual report 

of S806,499;. 
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We find that the stdf' s estimate.s of revenues for 1972 
at present and proposed rates are reaSonable and should be adopted 
for t~ purposes of this decision. 
0;arating and Maintenance Ex~nses Including Administrative 
an General Expenses 

The following table is. a comparison of ,such expenses for 
the periods herein cons idered: 

. · 1271 Eet~.mnted ~' 1972 . · . 
: : .' : App. Exeeed.e Estimated . 
: Ite:n · Staff' :- Applicant :- Staff :- St~i':r · 
Source of Supply 

$3)8,600 (1.7)% $394,~'" PIlreha:sed Wat~r $)44,340 
Other 2'~140 22170 1.4 2:600·' 

Subtotal W,480 340,770' (l.b) 396',9~" 

?o.mpl.ng 
4,170 (7.5) 4,900-Purehat:ed Power 4,510 

o-..Jler 6,220 62200 tO~~' 7 .. ;&'0· 
Subtotal 10,7?;IJ 10,370 3. ' 12,.2bO 

Water ~a.tment 600 600,,' 

'rra=.e. & Di~tribut:i.ol'l 22,000 2,5,780 17.18; 24,840', 

CUstomer Aeeount6 22,300 22,740 2.0 25,550 

ACinistr8.tivo & Gen. Exp. 
2,760 Employee Benefits 2,440 :"',800· 96.7 

Re~tory Comm. Exp. 5,8co 12,720 119.3 5,800 
Rent 6,060' 4,800 (20.8) 6,060, 
Otl:.er A. er G Exp. 64,~ 65:032 1.Oi 622190 , 

Subtotal 78, 87.355 ll .. 0 83,8io 

Total 0 &- M Ex:9. $480't'?90 $487,015 1 .. 3 . SS4~,990, 

(Nega:~ive ). 
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Operating Eepenses 
Staff estimat~s of pt:.rchased water and purchased powe:r for 

pumpitlg reflect slightly greater water s·ales than estimated by 

applicant for the year 1971. The purchased wa~er charge fn effect 
tbroughJune 1972, $74.50 per acre foot, was used by the. staff for 
both es'Ci!D.at~d years 1971 and 1972. !he applicant used $66.50 and 
$70.50 per acre'foot for 1970 normalizec. and $:74.50 per acre foot 
for 1971 estim~ted. 

Applicant has made no ~llowance for water treatment expense. 
However, the staff has estimated $50 per month, or $600 annually, 
to eover current costs of sampli'C~ and bacteriological testing by 

a:l indepeudeut laboratory, not incurred when applicant made its· 
study. 

The major difference between the staff r S and the applicant' $ 

estimates of transmission and distribution expe1'!.ses. resulted from 
their independent 'calculation ~d annual amortization of the est~ated 
I!ost of painting the interior and e.'lCterior of the two reservoirs. 
The staff's estimate was $1,400 ane the applicant: 's was $2,700 per 
year. 

We fi:ld t'llat the staff's estimates of operating and main
ten~ce expenses for 1972~ including $21.170 for the July 1972 
increase 0'£ $4 per acre-foot in the price of purchased water,. arc 
reasonable and should be adopted for the purposes of this decision. 
Administrative and General Expenses 

The major differences here are (1) the cost of em?loyee . 
be::lefits and (2) regulatory eotrmlissio:l. expense. 
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The stuf allowed o'O.ly $2,440 for 1971 and'$2,760 for 197Z 
to cover Workmen' s Compensation, life' insurance' and health ins'I.tt'anee 
basee on a cost of 4-1/2 percent of total payroll. The applicane 
charged an additional $2~360 for the applicant's cost of the plsn 

(Exhibit No. 11) which the staff chuacterized as So profit Shul.ns 
plan and the applicant characterized as a pension plan. The staff 
concedes that if the plan were a pension plan the cost to the 
applicant would be includ'.ad as .an administra'tive expense.. We have 
examined the plan. It was unfortunately labeled by applicant a 
"profit sharing. plat:." but is) in our opinion and we so find,. a. true 

pe'OZion plan and hence the cost to the applicant is a true adminis

trative expense. Aeco:dtngly, for the purposes of, this decision, 
we fhld the 1972 employee benefits cost to applicant will be $$)100., 

The regulatory eOlXlIllis~ion expense estimated by tae applic.a:nt; 
is $12,720 and the staff estimated $5,800. The difference is due eo 

the methoe. of amortizing; the costs of this application and the'prior 
ra:e eases. 

The staff estimate of regulatory commission exp~nse includ<!s 
the unamortized balance of t~ previous rate proceeding as of 
December 31 ~ 1971; the eurrent balance of 'th~ company expenditures 
and estimated additional costs for the com~letion of this proceeding 
ell amortized over a period of five years. The applicant has 

'V", 

continued full amortization of ~he previous rate proccied1ng. in 
addition to the costs on the curreut proceedtng. 
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The applicant points out that by Decls.ion No-. 76387 ~sup=.a~ 
a ~o~al rate case cost of $20,000 was allowed to be amortized for 
five years at $4,000 per year and by Decision No. 78176, supra, the 
allowable rate case costs were reviewed and an additional $23,600 to 

be amortized at $4,720 per year w<!s allowed; that this, when added' 
to the origiual allowance, amoun1:ed to $8,720 per year to-be amor'tized 
for five years; and that at page 9 of Decision NO'. 7817&) the 

Commission fouuc. t~t tba sum of $8,720 per year for five years was 
a reasonable S'Um to ~llow for regular regulatory commission expense 
and adopted the ~e at page 10 of the decision. 

'!he applicant states that the 'Staff has ignored the ftve 
ye3.rs ."lXIlortiza'tiO"O. portio':\. of the order of the Commission in »ecis:ton 

No. 78176; has reamortizeci. the remainder in combination with the 

estimate<!. costs of this proceeding; has taken the un3Illort1ze~' balance 

of the costs of the previous proceeding on the comp&ny's books 3nd 

added the costs of this ?roceeding up. to' the first of the year,. plus 
au estima-:.ed cost for the conclUSion of this proceeding. and then 

rcamortized the total for a five-year par1od; a1?-d that this resulted 
in a new total of $29,036.32 amortized at $S,,.800per year (Exhibit 
2, page 1$; Exhibit 8,,. column (B». 

The applicant, pursuant to the request of the examiner, 

prepared Exhibit 8,. which sets forth computations of the, amor1:iza:-

tion of rate case expense. This exhibit explains in column (A) the fi

gures and methods used i:c 'Exhibit 1; in, colU'lm (:I), the figures used by 
staff in Exhibit: 2; in collJJll'O. (C), the act~l balance' of app-l:icant's' 
books as of December 31, 1971 without any estfmate of the additional 

costs of this rate case; and in column (D) the applie,ant's. revised 
projected 1971 amortization of rate ease cost:s on the staff theory 

of adding the present: case costs to the balance of' the first case 
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costs and reamortizi:1g. the total for a period of five· years. The 
exb.ibit shows that the utl.amor~ized balance of the prior rate case 
actually rCC3in~g on the books of the com?any as of December 3l~ 
1971 is $29~955.32, rathe: than the $17,236.32 used by staff. 

Applicant urges tha~ the order of the Commission in 
Decisio';l No. 7&176, sup=a~ .amortizing all of the costs of the 
o::'iginal rate case for five yesrs should be continued and,that 

$$,720 ~or that case should be allowed for an additional three ~nd 

~ half years ~og2'ther with the costs of this case amortized for. five 

yellZs. Applicant sta.tes thet if the t!l.tl!thod recommended by the s~.sf:f 
is used~ it faces the potential of never realizing the toeal of ies 
co~~s for rate cases, should it be re~uired to file an application 

for an increase of rates more o£'t~n tha..'"'l five years. 

The applieant stetes thOlt if, however~ the Commission 
decides to reamortize the balance of the prior, ra~e case along. with 
:he total cos~ of this ra~e case, the yearly .amortizstion that 

should be a110·~ed is $8,367 ~ a:; shown in co1\m1n (D) of Exh11>it 8. 

This column reflects the corraet unaQortized balance of the first 
r.;:.te cOlse, the e..'"'C.:lct: u:1amortized balance of r3:~e C.:lse 2 o'n the books 

as of December 31> 1971, plus an esttmate of the balance of such 
costs, to bring a total of all rate case costs accrued to· date of 

$t,7!.>836. This amount amo~ized for five years is $8>367. 
We agree with ~he last contention of the applicant. We 

will i:l.clude $S~370 per year for five years for regulatory commission 
expense. We fiud this sum is reasonabl.e • 

.As adjusted, adm.:Lnistrative and general expenses allowed· 
for 1972 will total $88,720. 
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Taxes Otce= Than Income 

The staff's estim.3.te of :;)Ilch taxes is found to- be reaso'Q.
able G.'Q.d is aQopted fo: the- pu...~ses- of this de~i3ion.The sum 
allowed is $89-~ 080. 
Depreciation F.x~se 

We find that the stt:ff t s- est~e.te of depreciation expense 
for 1912 is T.caso'll@le. This sum is $102,,010. 
Income Taxes 

Using the forcg~ing figures, we find' the income t~es for 
1~72 will be $S~ 010 at prese'lJ.t rates f.1.:),d $42 )'050 at pro~osed 
rates. 
R.ate Ba.~e 

the staff's estima'ted 1971 rate base "'1as $2,396·,,230 :mel 
for 19i2 $2,,539,790. !he applicant's for 1971 WOlS- $2,500,.710.. The 
di£:£e:enee in the ,1911 rate base is $lO/~ :.480.. The re ss on for the 
difference is that both perties iueludec! a reservoir and w3X'ellouse 
s:!:te for $118~890 which was disallowed on :he prior Decision No. . 
7?387,. supra~ Both the s1;a.ff and the applicant agree that this 
proper~y :i.s properl~'I' part of, and we so find, the rate base. However" 
the staff, after allowj~g the property referred to, disa~lowed' 
51.84 percent of the original value, $106,300 ,in 1971 and $104,3-50· 
in 1972,. for the reason that: this 51.84 percent: was used for the 

~filiated Rossmoor Sonitation Company purposes. 
the recol:d is clear that applicant ?a:td from its funds 

the total purchase price of the land a:ld the· wareb.ouse structu::e. 
The staff agrees t~ this. The 51 .. 84 percent cicductio,n by -:he s,eaff 
is based on the, ar1>itra=y abstraction by the staff enginee: for 
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the reason tha:t, in his opinion, the warehouse was used that peree'C.t

agewise by the sanitation company. 'there is no tes.timony or evidence 

in t~.e record to support this action by the staff and the w:teness 
for the applicant testified that the only equipment of the sanitation 
company stored on the premises is certain clay pipe stored in the 
yard and that a handling. charge is made by applicant for all material 
purchased by applicant for the sanitation company and that a very 
small portion of the materials used by ~he sanitation company is 

ever stored at the warehouse site. 
We find that the entire $106,296 for 1971 and $104,358 

(~ounded to $104,360) should be added to the staff estimated 1972 rate 
base.. We fiud that .E-pplicant 1 s 1972 rate base will be $2,.644,150,. 

.. .. 

Using the foregoing .;:.dopted adjusted, results., we fiud 
applicant's results of operation for 1972 at present and' proposed 
rates will be as follows: 

.. Present .. Proposed .. ' .. ... , 
e, 

: Rates .. Rates' .. .. .. : ________ -=I=te;m~ ______________ ~ ____ _=~~ ______ ~ ______ ~~ __ __ 

Opcrattng Revenues 
Operating Expenses 

Oper.o & Maint. 
Taxes. Other Than Income 
Depreciation 
Income Taxes· 

Total Oper. Exp. 

Net Operating Revenue 
Aver age Depr. Rate Base 
Rate of Return 

$ 913,200, 

570,070' 
89,080 

102,,010 
.8 1°10 

769 J17C5 
144,030 

$,2" 644 ,. 150 
5-.4$% 
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102 •. 010' .: 
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.803,.nO· 
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$2,644,150: 
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'We have heretofore held that. a rate: of return of 7.q. percent 
is re~sonable. Such a rate of return will require gross revenues in . 
the .amount of $969 .. 100, an increase of $55, 900 ov~r the. gross revenues 
at present rates. 'We find such increase i.s reasonable and applicant 
should be permitted to increase its rates to obtain such a rate of 
return. It is esttmated that such rate of return will produce a 
return on common equity of 8.79 percent. 
Co~ission Staff 

The staff stated that applicant's results of operations 
(19il-1972) indicates 'an annual increase in rate of return of app:cxi
mately 1.3 percent at present rates and 0.6, percent at proposed' rates; 
and that the upward trend is tbe result of many factors. including 
an increase in the number of single family customers, reduced rate 
base per customer and eltcinatfng the effect of annual increases in 
the cost of purchased water. It recomme':lded that 'Co· reeogn.it ion be 
given to tl:end in rate of return in this proceeding as it does not 
believe the upward ~rend will continue- into the f'l..-t:~e.. We agree 
with the staff and have disregarded an in~reased rate of retu..---n. It 

r~ues'ts that ~ in order for it to be kept informed 0'0. the level of 
ea..-nings~ applicant be ordered to file with the Cotlllll:tssiotl) eon~ 
currently with the 1973 Annual Report:t recorded and normalized 
earui'C.gs for the yea:r 1973. We find this- request is· reasonable and 

it "~ill be so ordered. 
!be staff said applicant should be relieved of the obliga

tion of filing its water system maps· annually as ordered in paragraph 
4. 0: Decision No. 6787S,. d~ted September 22, 1964') siuce this 
lnft)rm3.tio'C. is properly maintained in. applic.mtts offi.ce end' is 
available to the Ccmmission staff as required by General Order No. 103· .. 

This will be ordered. 

-17-
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Rate Structure 

Each ?arty advocated a service charge type of, rate structure 
but none presented any evidence to suppor:, the change from the exist
~ rate structure (mintmum allowance) to the proposed structure. 
It appears that each party (except Leisure World Foundation and 
Mutual Housing Corporations inside Leisure World) assumed the 
Cotn:llission would automatically grant the change. We have spent 
co'C.sid~rable time which~ with the press of business,. we can ill 
afford searching the record fo;' evidence (not argument in the b=iefs) 
supporting the change. We have been unable to find any support. 
We note that the applicant proposed one set of service charge type 
of rates in its application (page 1 of Exhibit D) and: another in 
its opening brief; the stdf presented two grossly different pro
posed rates in its brief and the protestant,. while objecting to the 
propo:::ed form. of rates, submit'ted still diffe:ent pr.oposed rates. 

On the record herein, we find that the minimum type rate 

structure is reasonable and proper and should be eontinueG,in effect 
for the pu=pose of im.plemeu:ing the increased rates b.erein authorized. 
Findings 

On a review of the record herei.n a.nd the briefs' of the 
parties> tbe Ccmm.ission finds: 

1. A reasonable rate of re:urn for applicant during. the ~est 
year 1972 is 7.4 percen:. At present rates applicant will have a 
rate of re~ of 5.45 percent and at the rates proposed by applicant 
it would have a rate of return of 8.$6 percent~ which is excessive., 

2. During the test year 1972 8P?licant f s revenues will be 

$913,200 at present rates and $1>037,500 at its proposed rat4=!s. 
3. For the test year 1972 applice.nt r s operating and mainte

nance expenses, inc1udtng admiDistrative andgene=a1 expe~ses, w1~1 
be $570,OiO .. 
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4. For the test year 1972 applicant's non-income taxes will 
be $S9,080. 

~. For the test year 1972 applicant's depreciation expense 
will be $102,010. 

6. For the test yea:r 1972 applicant's income t..::xes will be 

$'8,010 at present rates and $42,050 at its proposed rates. 
7. For the test year 1972 applicant's rate base will be 

$2,644,150. 
8. Using. the foregoing adopted figures, appl:Lcant' s 1972 test 

year net revenue at present rates will be $144,.030 and its net 
revenue at the proposed rates will be $234,290. 

9. Using the foregoing figures, the 1972 test year rate of 

re~ at the present rates will be 5.45 percent, which is defiCient, 
and the rate of return at the proposed· rates will be S.86'pereent, 
which is excessive. 

10. ApI>licant is in need of rate relief. 
11. A rate of return of 7.4 percent is reasonc:.blc and applican-;: 

shocl.d be permitted to file rates and charges which will give it 
such a rate of return. 

12. '!l:.~ inc:eases in r.;::tes and cha.rges autho:'ized herein ~e 
justified and the rates and charges authorized herein are reasonable. 
The prese~t rates and charges, ~sofar as they differ from those 
herein prescribed, are for the fu'Cure '1.."'O.just a.nd unreasonable .. 

13. Concurrenely with the filing of its 197~ Annual Report 
ap?l~cant should f~e a report of its recorded and normalized earn
ings for the year 1973. 

14. Applicant should be relieved of the obligazion of fi1i!:g 
water system mayS annually as required by Decision No,. 67873. 

-19-
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15.. P\rrsuant: to R.ule 23.l of the Coamission's Rules of 
Procedure: 

(a) The increased ra'tes are expected to provide 
increased revenues of $55,900 yearly for the 
applicant. 

(b) The rate of return on the herein adopted 
rate base is expected to be 7.4 percent, 
as compared to 5 .. 45 percent at present 
rates. 

(c) The increases are cost-justified and do- not 
reflect future inflationary expectations; the 
increases are reduced to reflect productivity 
gains; the increases are the minimum rates 
which are necessary to assure continued and 
adcq,uatc service; and any increase in the 
rate of return: above that allowed previous 1y 
either is required by an increase in the cost 
of money, including equity capital, or is 
necessary to provide for necessary expansion 
to meet future requirements, and it is the 
minimum rate of return needed to attract 
capital at reasonable cost and which will 
not ~air the applicant's eredit. 

Conclusions 

I , 
j 
j 

- I 
oj 

i 
I 

Based ~n the foregoing findings', the Commission concludes 
that the application should be granted in part and denied 1n part _ 
and the Rossmoor Water Company should be authorized to file schedules 
of rates in accordance with Appendix A, at1:ached hereto, which will 
produce revenues resulting in a rate of return of 7.4 percent on a 
rate base of $2,644,150 for the test year 1972, after deducting 
operating expenses including depreciation and taxes. In aU o~er 
respects the ap~lication is denied. 

ORDER -----....-, ..... 
IT IS ORDERED that: 

1. Applicant is authorized to file after the effective date 
of this order the revised schedules- of rates as set forth in Appendix 
A~ attached hereto, and concurrently to withdraw and cancel its 
existing General Metered Service Schedule, Private Fire Protection 
Service Schedule, Fire Hydrant Service on Private Property Schedule, 
Public Fire Hydrant Service Schedule, Unmetered Service to- Tract 
Houses During Construction Schedule, and its Metered Construction 

-20-



e 
A .. 52796 - jmd * 

Service Schedule. Said rates shall be effective four days after the 
date of fi~ and shall apply only t~ service rendered on and after 
the effective date. Such filing shall comply with General Order 
No. S6-A. 

2. Concurrently with the filing ~f its 1973 Annual Report 
to t:he Conmission~ applicant shall file a report of its recorded 
and normalized earn:tngs for the year 1973. 

3. Applicant is relieved of the obligation to file annually 
water system maps as required by Decision No. 67873. 

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

Dated at ~ '~Ti~I~o 
day of AUGUST 

, California, this /4/.1 .. 

CODiiiiSsloners 
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APPUCABIUTY 

APPENDIX A 
Page 1 or 9 

Schedule No. 1 

GENERAL METERED' SERVICE 

Applicable to general metere4 water ~erv1ce. 

El Toro,P ts.guna. Hill5'p Rossmoor le15ure World..,. and.v:td..nity,P. Ore.nge 
CO'tUlty. 

Quantity Rates: 
Per Meter 
POl" Month; 

First 200 cu_ tt.. or le.s~ _ ............... It .... " ••.••• 
Next -!+'p800 cu. tt.,P por 100 cu.ft ................ . 
Next. 28,P000 cu. tt.,P per 100 cu .. ft ................ . 
Over 3),P000 cu. tt.;.,P per 100 cu. ft ............ . 

Mini:l.um Charge: 

For sis x 314-inen meter. __ •••••••••• ~ ......... . 
For .:3 /4-i:r1ch meter ....................... ., ..... ,." 
For l-in~ meter •.••••••.•••••••••••••• 
For l!--inch meter ............................ . 
For 2-inch. :neter-•. , ........ __ ... ~ .............. . 
For 3-inch meter .... .... ............ . ' .......... , .... ' 
For 4 i11111111ineb. meter .................... ' ...... ~ .... .. 
For 6-in~meter ................... ~ ..... __ .• 

The MilUln1Jtl Charge will entitle the' CU!ltome::"' 
to the qtWltity or water which that minimum 
charge ~ll purchase ~t the QuantitY' Rate~ ... 

$'3-.50 
0·.424 

'0.372 
0.32; '. 

$·3.50 
4 .. 10 
6.00. 

10.00 
l4. .. 00 
22.00 
36· .. 00 . 
85 .. 00· 

(T) 

(C) 
I 

(0:) 
(I) 

(C) 

(c) 
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APPUCAEILI'l'Y' 

.APPENDIX A 
Page 20r 9 

Sched.ule No. 4. 

All Tariff" Areas' 

PRIVATE FIRE PROTECTION SERVICE -

e' 

AppJj.eable'* all wa.ter :service rend.ered for priva:t.e~ owned ;,'f. 
tiro protection lSYSt.ezw other than to tire hydr3l'l.t:5 on private' 
,property .. 

(T) 

El Toro,. ta.guna. Hill:J,. Ro5:;moor I.e~ure World, and. Vicil'1t:ri 
Orange Co~ty. ' 

. (1)·. 

RATES -
,', 

Per Meter' 
Per Month. 

CT}· 

For each inch ot 3ervice eonnection (If 

I .. 

SPECIAL CONDmONS ~" 

f" 
1.1he ~ protection ~erv1ee connection. will ~ :tn5t~ed. by 

the utility at the cos'!; to t.he applicant.. Sueh c6~t shall not be' 
subject to re1'ur.d.. . 

'I, 

2. The minilm.un. diamoter tor tire protection servicowill 'be 
row:: ineh~~, and.'" the maxim1Jm diameter will be 'not more th3l'l. th~" 
diameter of the main to which. the ~erv1ce 1:s conneeted. 

~. It a. di~t.ribution main 0'£ ~d.equa.te ~iz~ to eerv" a. priva'ce 
t:.ro protection :J,-stem in a.d.d.ition to all other normal eervicea does, 
no~ exi~t in the $treet or ~ey adj~ccnt to the premisee to be ~erved~ 
then 8. s.e!"Vice ma.in trom t.he neare:rl;. existing mail'''' or acleq,uate ea.pa.city 
will be installeod bj" the utility at the cost of the applicant__ S~ch: 
cost :.hall not. be ~bject to re:f'u:ld,. 

(Continued.) 

. ~' , 

", 
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APPENDIX A 
Page;' or 9 

Schedule No.4 

All Tariff ~eas 

PRIVATE ~ PROTECTION SERVICE 

SPECIA!. CONDmONS-Contd. 

4. The eu;,tomer's installa.tion must be zuch as. to effectively . 
~epa.r8.te 'the fire protection ~:r~tem. !rom that. o!'the Cu:5tomert~ regulir 
wa:ter zervi ce. . 

5. A:s a part or the Fire Protection Service instaJ.lation~ there 
~hall be a dete~~r eheek or other sim1lar device acceptable to the 
'l:.t.U:it:r which wUl ind.1cate the 1l.5e or water. Ar:y unautnorized. ~e will 
;'e ch.:l.rged there!ore under the General Metered Service Sclled.\1le .tor· the 
part:.i~ 'ta.ri!f a:ea, a:!J.d/or may be gro'Orld.z for the utility to d.is
continue the Fire Protection Service without li.:l.bility to the util:ity. 

6. There shall be no croS3- connection 'between tho Fire Pr¢tection 
Sy:ltem. ~upplied with water through the 'ltility' ~ Fire Protection 
Service to ~ other SQurce o! ~upply without. the specific a.pproval of 
t.he utility. This zpeei!ic approval will require, at the ~tOmerrs 
~, a special double cheek valve i..-wt.:U.lation or other device 
acceptable to the utilit:r. An'y' ~uch. tIllauthorizeO. eros::! conneet.ion 'INJ.Y' 
be grO'lln~ for imm~te disconnection or the Fire Proteet.ion Service 
~thout. liability to the utility. 

I' '. 
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A'PPLICABIUTY 

APPEl·:DIX A 
Page 4 ot 9 

Schedule No.. 4. F 

All Tsrl:ft" Area.."1 

~ HYDRANT SERVICE m! PRIVATE PROPERTY 

A:pplie.:J.ble to all fire hydrant se%"'dee l' turni~he<1 to d.uly 
organized. or ineorporated tire d.i~tr1ets or other political :5ub
di....-::Usions of the sta.tel' render«1 trom tire ~ant:; eonnected to 
eompa.r.w owned mains on pr1 vate property. 

El '!oro,.. l.a.gIm.a HillsI' Ro~smoor Leisure WorldI' and vieinity,. ('!) 
Orange Co\m.ty. (or) 

RATES Per Month 

6-ineh ~tandard. type !'1re hyd.rant 

SPECIAl:. CONDITION'S 

1. The ~ hydrant w.Ul be ~t.alled. by' the util1ty a.t the 
cost of the a.pplicant. The co~t. "-'ill be =:ubject to re1\md~ 

2. The fire hydrant :shalJ. be u:sed tor .r:tre fightir'S p\ll"pO::eo 
ruld fire d.riJ~~ only. Wl'l.ter use tor ~ drills will be limited to 
15 minu.tes per 'Week. 

:3. !'he replacement l' enlargement or re1o<:ation or &r'J.Y' hydra.."'lt 
mR.de at ':he- :-equest of the eu.5tomer 3haJ.l be paid tor b:r the customer., 

4. '':b.e repair and maintenance ot the hyctra.nto 'Will 'be clone by 
the uti:i.it:r at its e.~r.ze. 

(I} 
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APPUCAF..JTY' 

APPENDIX A 
Page 5 0'£ 9 

Schedule No. 5 

All TarU~ Areas 

PUBLIC FIRE HYDRANT SERVICE 
.-.... ........... - - --------.... ------

Applicable 'to all fire hydrant service 1"\l:n:ished to d.uly 
organized. or incorporated tire. distriets or other political ~ub
di visiorl$ 0'£ the state ~ nn<iered. trom tire hj"drants conneetedto 
cocpany owned. ms.irl$ on public property. 

TERRITORY 

" 

El Toro~ Lagu:na. Hilli~ Ros:smoor Leisure World and vicinity" (or) 
Orange County. (T) 

RATES Per Month 

$3~75: 

SPECIAL CONDITIONS 

l.. The tire hyQ.rant "-'ill be in:stalled by the util:1. ty at the 
cost. or the a.pplicant. The cost will be :subject. to rof'omd. 

2. The !ire hyQ.rant :shall be u:sed. tor tire :righting purposes 
and fire drills only. Water \l.5e tor tire d.riJ.J.:s w111 be lil!lited. to 
15 minute:s per 'rI:eek. 

3 •. '!he replacement" enlargement or relo~tion or a:t:lY hydr3nt 
made at the req.uest of the customer sh3.ll be ps.id for by-tho 
cu"tomer. 

4. 'l'he~~r Met ma.inte~ce of the ti:ro hr...rant wi.ll 'be done 
'b1 t.he utility at 1ts expense. . 

(I) 



A.. 52796 Jz.! 

APPENDJX A 
Page 6 ot 9 

Sehedule No.. 9 Fe 

UN~ SERVICE.IQ. TRACT HOUSFS DURING CONSTRtl'C'l'ION 

APPL!CABII.I'I"! 

Applicable to tra.ct hou:ses being constructed. as a. part or, a. 
total real estate d.evelopnent .. 

TERRITORY 

El Toro-, laguna. Hills, and Ros~oor I.eisl.U'C! World". and viCinity, 
Orange County. 

RATE -
For each 3ingle-family or lnUltiple-f'amily dwelling 'Ul'lit 

tor the e=tirc construction period ............................... $2.;0 eI) 

SPECIAl. CONDITIONS 

1. This rate is available o~ to real estate d.evelopers who 
und.ertake the corust.ruction o£ all or a. ~UbSt.Mtial portion ot the 
houses in a. t.ra.ct as part ot t.he tract developnent.. It' does not apply 
to b'-1ilders or hou:ses in tracts 3ubdivided tor lot sales .. 

2. '.the \ll3.ter service under this ta.r:tft ::5chodule appl1e:> only 
to ~e or water tor construction ot resid.enees. It does not i.."elude 
water ~e tor ~lab flooding, for garden irriga.tion, for mod.el home~ 
or for general tra.ct improvement work. 

3. All unmeU)red. ~rvice:l to each and every dwelling unit, ot 
t~e developnent must be t1Jl'ned. on it spacer service is, to. be rendered .. 

(Continued) 
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SPECIAL CONDITIONS-Contci. 

APPENDIX A 
Page 7 of 9 

Sched.w.e No. 9 FO· 

4. !be $2 .. 50 eh3.rge shall be paid prior t.o construction of (I) 
water facilities in the development. 

5. Spacer service :r:nust be dis continued. prior to the t:i!ne the 
d.w¢lling 'Unit or units are occupied. and at this time a meter '.tIill be 
ilwt.a.lled. 

6. The company may c!i:scont1nue service und.er this schedule,. it 
in the opinion or the company ~ spacer water is being mis\Wed. or ~ the 
d'tU"at.ion or s:Pllcer water ~e exceed.s a. reaoonable period. or time .. 
In this event,. the com:pa%ly reserves the right to install meters in 
place or the spacers .. 
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APPENDDC A. 
Page- $ or 9 

Schedule No. 9-MC 

METERED CONSTRUCTION SERVICE 

AFPLICABruT'f 

Applj.caole to all measured. water :!Service turni~hecl. fo:
gener8.l construetion. 

El Toro~ I.aguna. HilJ..s~ and Rossmoor lei$'Urc World~· a:o.d. 
vieilUty ~ Orange Co-.mty. 

RATES 

Quantity Rate:5: 
Per Meter 
Per Month 

First 9~OOO cu. ft. or less ........... ~ ..... . 
Over 9~OOO cu. tt.~ per lOOeu. tt .......... . 

$ :38 •. 00 
.34 

For 2-i:n.eh meter •••• __ ...... . ' ..... ." ............... eo .. .. .... $ 3~.OO . 
For 3-1ncnmeter •••••••••••••••••••••• ~ ••• _.. 51.00. 
For ~:tn.c::h., m.eter ....................................... 76, .. 00·' 
For 6-1neh :neter _ .......... e' ...... " • ......... _ ." .. • • .. • 150 .. 00 
For 8-inch. meter ................ '....................... 300.00 

!he :nin:1m1Jlll charge Will entitle the customer to
the quantity or water which tha.t minim:um charge 
'Will ~cha:le at thO' Quantit,. Rate:s. .. 

(Continued.) 

(I) 
(I) 
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SPECIAL CONDITIONS 

APPENDIX A 
Page 9 o£ 9 

Sehed\lJ.e No. 9-MC 

METERED CONSTRUCTION' SERVICE 
( Continued.) 

1. A. $250.00 re1'\mdab1e deposit "Will be required for each 
meter. 

2. Ros=moor Water Com~ reserves the right ~ d.iscontinue 
the service 'Without. notice if' 'Water is not u.:sed tor a period o£ 
15 coMeeu:tive day$. 

:3. The customer sb.a.ll not11'y Rosemoor Water Company when he 
'Wishes to have the service discont1nuedw The regular ra.tes including. 
monthly :cin1:lrom charge shall continue until such notice has been 
received" \Ull.e~ the service i3 discontinued 'Wlder Special Condition 
2" a.bove. 

4. Ros:smoor Wa.ter Comp3l'ly will move a. meter once without charge 
w.i.tJ:in the project area. Additional moves 'Within the project will be 
:r.a.d.e a.t a. cost or $10.00 per move. 

5. It d.uring the course of obtaining flood.ing 'W'S.ter the a.pplicant 
ea~s IJZJ.y' ~ to the water compa;ny's i"a.cilities" the compa.xxr will 
bill the a.p~lieant tor auch a.a.mages. 

, . 


