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80476 Decision No. 1--------
BEFORE !HE PUBLIC UTILITIES COMMISSION OF THE STATE OF -CALIFORNIA 

In the Matter of the Applicaciol1 of ) 
SOOTB.WEST WATER COMPANY ~ a california ) 
corporation, for Authority to Increase ) 
its Rates Charged for Water Service in ) 
its La Mirada and Etiwan.da Districts. ) 

In the Matter of tbe Application of ~) 
SOU'IHWEST WATER COMPANY, a California 
corporation, for authority to in- ) 
crease rates in its La Mirada District,) 
Independence Square District.. (Total 
La Mirada District .. ) 

Application No. 52640 
(Filed May 26, 1971) 

Application No. 49706 
(Redetermination of.Trus-t­
Order Reopening. for _ 
Further Hear!n.s· Issued_ 
March 14', 1972-)' 

-, Howard M. Downs, Attorney at Law, and 
Walker Hannon, for applicant. 

Gloria Rocha, Eugene L. Roberts, o. J. 
L1ngerfelser, I. W. Barrow, Gordon 
Runnoe, carnett E.'Adams, Douglas 
w~lker, and Burt shelby, in propria 
personae, protestants. 

William C. Bricca, Attorney at Law, and 
John D. Reader, for the Commission staff. 

OPINION ------- .... -
By Application No. 52640, Southwest Water Company, a 

california corporation, (applicant) a public utility water corpora­
tion, seeks authority to increase its rates in ies La Mirada 
District in Los Angeles and Orange Counties, and its. Etiwanda 
District in San Bernardino and Riverside Counties.!.! ' 

1/A third. district ~ La Sierra, in Riverside County is not­
included in the application. 
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After due notice, public hearings on Applicat:tou No~ 52640 
were held before Examiner Rogers on February lS and 17, 1972 in 
La Mirada and on February 16, 1972 in Etiwanda, Cal:tfornia., During. 
the bear~s an issue developed relative to the proper method of­
handling. refunds,. if any,. to customers in the La Mirada District 
resulting from the Order of Decision No. 74422, dated July 23, 1968-, 

in Application No. 49706. On March 14, 1972, the Commission issued 
Decision No. 79813 reopening Application No. 49-706· for further hear­
ing consolidated with Appli.cation No. 52640 for the limited>purpose 
of receiviug evidence and testimony relating. to the conditions for' 
termination of the La MIrada District trust and to, determine the 

proper amount and conditions of refunds to La Mirada. District c,ustom­
ers pursuant to such order. the two applications were consolidated 
for bearing and an additional day of hearing was held fn Los Angeles 
on March 30,. 1972. The parties were given until 20 days af,ter the 

receipt of the last volume of transcript to file concurrent briefs.' 
The briefs were filed on June 12, 1972 at which tfme the matters 
were submitted as to all issues. 
Both Areas 

Applicant requests that the mintmum charge rate structure 
currently being used in the Etiwanda District be d:(seont'inued" and 
that it be perxtdtted to adopt a rate structure' b-ased' on a readiness­
to-serve charge with a uniform commodity rate within that d:[strict. 
This type of rate structure is currently in effect in the- La Mirad'a­
District. 

The existing rate structure of the Etiwanda Dis-trict 1s­
based on 1961-62 levels of expense and rate base. 
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The La Mirada District. was last granted a'rate increase in' 
1968.. Since then repayments of advances for construction of almost 
$200,000 each yoear have increased the rate base markedly'.· 

the c-.lcamouga County Water District filed an action in' 
condemnation against a portion of the Etiwand'a District 1n 1966. 
Ibis action bas been beard by the Superior Court and a judgment 

has been rendered. Au appeal was filed by the Cucamonga County' 
Water District. 

The applicant has not recently filed for rate relief in 
its Etiwanda District because of the condemnation action. However~ 

because of the time that has elapsed and the estimated time to 
complete the condemnation action, the applicant alleges it is impera­
tive that application for rate relief be filed. 
SOUChwest Water Company Organization 

The Board of Directors of the applicant is comprised of 
the following: 

Anton C. Garnier 
Louis L. K,elton 
Allen D. Harper 

:rhe officers of the 

Anton C~ Gun1er 
Walker Hannon 
Earl L~ Olsen 
Leland D. Pearson 
Cecil R. Smith 
Mildred V. Brittain 
Vern McNeese 

Donovan D • Hueunekens 
Ira W. KinSey··.·· 
It. Roland' Smith 

applicant are: 
"President 
Executive Vice· President 
Vice. Pres,1dellt 
Vi.ce President 
Treasurer 
Secretary 
Assistant· Secretary 

and~ Treasurer 

The main office address of applicant is,. in Val1nda', 
C:a.lifornia. 
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The Utility Employees' Retirement Plan 

During the hearings evidence was presented by the staff 
relative to the Utility Employees' Retirement Plan (EXhibit 

No. 13); the costs of which .. insofar as the consumers' are concerned,.. 
is an expense which they are required to pay. At page 2 of said 
Exhibit No. l3~ the staff lists what it calls questionable, prac-' 
d.ces wh1ch~ it said, demonstrate applicant's mismanagement of' 
the funds. 

In Exhibit No. 13',. the staff witness made the followin& 
recommendations: 

1. Applicant should be prohibited from making anyaddi­
tional investments of fuD.ds charged to Aecount 795, Emp'loyees t 

Pensions and Benefits~ insecurities of Suburban Water Systems, 
Southwest Water Company, Vallecito Water Company, Californ1a­
Michigan Land and 'Hater Company, East Pasadena Water cOmpany' and 

any other associated company_ If" at some future date,. when 
investments in outside securities occupy a more substantial part 

of total investments and when investment, prospects in associated 
securities become more promising, then the Plan may seek per­
mission from the Commission to make specific purchases in 
securities of Suburban~ Southwest and other associated companies. 

2. The Commission should order applicant to place th~ 

Employer Accounts (funds provided by the employer) 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 fromma1d.ng. 
specific investment decisions. 
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3. Until such time as applicant can demonstrate to' the 
, ~ 

Coumission that it has complied with the'above recommenctations~ the' 
employer's contributions charged to Account 795" Employees': Pension 
and :Senefits~ should be limited to- the benefits aeeually paid to 
retired employees. 

We find that we have jurisdiction t~ take into, consider4tion 
the effect of the cost 0-£ the pension fund inasmuch as the applicant 
includes its cost as an operating expense.. We find' that the .staff's 

recommendations relative to future handling of the funds are 
reasonable and appropriate provisions will be included in the order 
herein. 

!he Trust Agreement 

By Decision No. 7447.2, dated July 23, 196:8", in Applic:at!on 
No. '49706, the Con:mission authorized applicant to 1ncrea~e its water 
rates in the La. Mirada District. In the body of the opi:ll.on there 
is the following relevant language:, 

uApplicant maintains and operates 13 wells,' 
the pumping of 12 of which is res·tricted to 
quantities allotted by the Central :Basin 
water master.. Applicant's largest supplier, 
and the largest single source of water supply 
to the La Mirada District p is Suburban Water 
Systems, whose service area is north of and 
contiguous to the La Mirada District. Another 
large supplier is California Domestic Water 
Company, a mutual water company which fur­
nishes water, not only to Southwest's La 
Mirada District, but also to Suburban and 
the Cities of La. Habra and Fullerton, a.nd 
others. The sources of water supply deliv­
ered by Suburban and California Domestic are 
in the Upper San Gabriel River Basin and are 
under the jurisdiction, for assessment pur­
poses, of Upper San Gabriel Va.lley Municipal 
Wa ter District (USGVMWO). Said sources are 
also the S1\l'bject of Action No. 722647 in, the 
Los Angeles County Superior Court, between 
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the Board of Water Commissioners of the City 
of Long Beach, et ale ~ plaintiffs, vs. San 
Gabriel Valley Water Company, et a1., defend­
ants, and USGVMWD, intervenor. 'A judgment 
was rendered in 1965 in said action based , 
upon a stipulation for judgment filed by the 
parties. Since ehen, Action No. 924128 in 

.. 
" 

the Los Angeles County ~erior Court was 
fi.led on January 2, 1968. Said latter action 
is a suit by US~ for the adjudication of 
the water rights in the Main San Gabriel 
Tributary Basins - San Gabriel River Watershed. 
The details of said actions are set forth in 
Exhibits Nos. 10, lOa, lOb, 10c, 10d, 11, 12', 
13, 14, 15, 1') and 17, together with the 
testimony of the witness Stetson, who, is. one 
of the three water masters appo,ineed by the 
Court. The gist ,thereof has been the levy of 
U~ of considerable back period and current 
assessments for ~(eup water to compensate the 
Central Basin, below the Whittier Narrows, and 
for replenishment of draughts on the supply of 
the.Upper San ·Gabriel Basin. The adjudication, 

. which is expected sometime during the year 1968, 
will establish Suburban' s wat~r rights in the 
Upper San Gabriel· Basin', together, with .those of 
California Domestic, and all other pumpers in 
the Basin. and it will probably result :tn a 
cutback, by way of allotment. of pumping rights 
of each of said purveyors to Southwest, and all 
others. The adjudication very. likely will pro­
vide,.that a:ny or all pumpers- from the San Gabriel 
Basin pay for the replenishment of ground water 
supplies to safe yield with Colorado River water 
through purchases by USGVMWD from the Metropolitan 
Water District of Southern C31·1fornia. 'Any excess 
pumpage by any or all purveyors over allotment . 
will very likely be assessed and priced at'or' 
near the then current MWD rate. . For the fiscal 
yea:~ July 1968 through June 1969' said rate will 
be $46 per acre-foot for filtered, softened 
water from. MWD's La Verne treatment plant. 

, . , 
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"An alternate source of supply to· Southwest ts' 
La. Mirada District now is and will continue 
to be through purchases by Southwest from: 
Central Basin Municipal Water District (CBMWD) > 
an MWD constituent, at a large connection to 
~·s lower feeder from its Orange County 
Deimer plant near Yorba Linda. said: MtoID 
supply is, and can be, delivered to the La 
Mirada District by means of a pressure reducer 
at La Mirada Boulevard and Imperial Highway. 
C'SKro' s rate to Southwest is expected to . . 
average $44.50 per acre-foot for unsoftened> 
filtered water for the year 1969, and $48" per 
acre-foot for the year 1970. The current 
charge by Suburban to Southwest is ~26 per 
acre-foot 7 but may increase to $45, per acre­
foot in 1969 and $47 per acre-foot in 1970 
after adjudication and assessments, and 
transmission costs, and after taking tnto 
account line losses. ' 

"Exhibit No. 211:./ is a proposed trust agree­
ment, which was the result of conferences 
between the Commission staff and app·licant. 
According to said agreement, the differences, 
if any, between Suburban' 8" base rate for 
Suburban water and CBMWD t s rates for MJ,1D 
water to Southwest would be deposited in a 
trust fund until July 1, 1969, subject to 
refund to customers upon the. final deter~ 
mination of assessments against Suburban or. 
California Domestic by USGVMWD for makeupJ 
replonishment, or pumping over allotment. 
Southwest proposes in said eXhibit t~ pay 
into the trust $6,333.33 per month or a 
total of $76,000 per year (3,800 acre-feet 
of water ttmes approximately '$20 per 
acre-foot)." 

1/. Exhibit No. 1 herein. 
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In the decision, the Commission found, inter alia: 

"5.a. It is very likely, and may reasonably 
be as$umed~ that applicant's cost of water 
purchased from Suburban Water Systems and a 
portion of that purchased from California 
Domestic Water Company will equal or may 
exceed, during the year 1968 and thereafter, 
the cost of Metropolitan Water District water 
aVa11able to applicant from Central Basin 
Municipal Water District at Imperial Highway 
and La Mirada Boulevard. 

"1>. The proposed trust agreement, Exhibit 
No.. 21, is reasonable, and has the advantages, 
not only of protecting consumers from being 
overCharged if costs of water do not meet the 
criteria established by Exhibit No. 21, but 
also of s~ng them a double rate increase 
if costs of water meet or nominally exceed 
said eriterla~ Also, the utility's reasonable 
operations are assured by said proposed agree­
ment, and the utility is spared the requirement 
of requesting a second increase in rates if the 
rates authorized hereinafter were based on 
present ce~1tudes but later this year or in 
the 1mm.ediate future p-roved to be def:tcieut. 

, " 
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"7.c. The following tabulation sets forth the 
adopted results of operation of applicant's 
La Mirada District for the esttm&ted year'1963: 

La Mirada District 

:----------------------~:-,E~s~t~tma~~te~d~T~e~s~t~y~ea~r~1~9~6~g~: 

: ____ ..:I;.;::t;,;;;em;;;;.... ______ .... :;,;;;A.;.;;d;.;o;...:p;.;:t;.;:;e.;:;;;d....:R:.:;e:;.;:s:.;u;;.;;l;,.;;t;.;:;s~o;;;.f....;0pe~;;.;;r;.;;a;.;::t;.;:;1..;.on=: 

Operating Revenues. 

Operating Expenses 
Depreciation 
Taxes 

Subtotal. 

Net Operating Revenues 

Rate Base 

Rate of Return 

$1 ,ll1 ~!'?O~ 
49,5.,.:740:' 
136,070.' , 
225,400'" , 

$ ,8,5.7;210:' 

'$- 253,890*" 
" . 

$3;385,,230,\ " 

7.,5.1.* ' 

*A portion, only,. of the' adopted results 
will be realized during: the year 1963." 

One of the conclusions in the decision was': 

"Applicant should be authorized ,and directed 
to enter into the proposed trust agreement, 
Exhibit No. 21." 

the order provides, inter alia: ' 

"3. Applicant is authorized and directed, to 
execute the proposed Trust Agreement, Exhibit' 
No. 21." 

,-9-
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In developing the adopted results of operation (supra 

from Decision No. 74422), the Commission included ol?erating e~s~s 
of $-55,580 per year as the estimated increase in the cost of water 
resulting from the difference between the charge of~ $26.l4 per acre­
foot for water from. Suburban, and the assumed paytnent of $42'.11 per 

acre-foot for MWD water. Suburban bas not been required to reduce 
its pumping from. the Opper San Gabriel River Basin,. and bas not 
inereased tbe charge of $26.l4 per acre-foot for water sold to 
ap?lieane. 

The applicant has requested that the C~ssion order 

the trust terminated and the amounts refundable as reflected· by 

Exhibit No.2 in Application No. 52640 distributed: in accordance 

with the provisions of tbe trust agreement. 

Tbe following is a brief synopsis of the evidence at the 
bearing herein relative to tbe trust agreement. 

Applicant t s consulting engine1er, Mr .. Thomas M. Stetson, 

testified that the purpose of the plan was to prov1.de operational 
flexibility so that higher quality water at potentially lower 
eosteould be provided to the customers of La Mirada; that he under­
st.ood that only ebe savings to applicant were to' be passed: on to 

the customers; that the savings relate only to' the actual. water 

purchased from Suburban by applicant; that the language- of the agree­

ment contemplates that actual savings only are to' be passed on.; 

that in determining the amount of refunds ~ the amount to- be paid; 
for MWD water included in the rate increase was $41.50 per acre-foot; 

that this was the basis of the Commission decision and that tbis 

atllOuntis a limitation on the amounts which are to, be returned. to the" 

customers. He said the applicant bad not increased .. its rates since 
1968; that the initial draft of the agreement (Exhibit 1) was'drawn. 

up before Decision No .. 74422 was issued, and the figures used in 
column 5 of the draft of the agreement did not reflect the actual 
amount reflected in the decision as to the cos.t of· -MWl) water assumed 

therein. 
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Mr. Stetson sponsored Exhibit 2 which, in his. opinion, 
computes the amounts which should be refunded based, upon the actual 
savings to the applicant and upon the figure of $41. SO, for:MW'D 
water which is the amount upon which, he said~ all the rates were 

~, 

based. 

the staff Exhibit 11 states, inter alia, that "in order 
to provide for the possibility that water might continue to be 
supplied by Suburban and that the cost would be less tban antici­
pated, a plan in the form. of a trust agreement was devised to.return 
excess payments to La Mirada customers. The agreement provides for 
the establishment of a trust fund, the accounting procedures, and, 
the procedures for refunding. any excess payments to La Mirada 
customers. ,. 

The staff concluded that the trust agreement is ambiguous 
in regard to the proper accruals into, the fund; and that" while 
it provides for some detailed accounting'and fluctuation of the 
cost of water from Suburban, which cost has not changed since 1966, 
it also states that $6,333.33 per month will be paid into; the ~rust. 
The staff determined that the rates authorized in 19'68: included 
$55,580 per year or $4,640 per month of additional cost when it 
was assumed there 'WOuld be no water purchases from Suburban, and 
that at December 31, 1971, the amount accrued to the fund· exclusive 
of interest should have been approximately $188,100.. Compound interest 
t<> May 31, 1972 would bring this amo\Jlnt to $213.,170 at &pereent 
interest .. 
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;i 

Mr. John Reader testified for the staff that "I think 
tbe trust agreement provided for fluctuations in the water cost 
after the 1968 rate increases which would have to be absorbed by 
toe customers. Such an agreement should not have- been permitted." 

The applicant urged that under the tr,ust agreeme1:lt, refunds 
in the total sum of $129,184.95 were due the applicant's consumers 
as of December 31, 1971 (Exhibit 2) but later revised this figure 
to $134,215.81 (Exhibit 2-A). 

Decision No. 74422 provided applicant with $5-5·,580 of 
excess revenues to offset expenses expected to arise as a result 
of an adjudication of Suburban water. 'Ihis increase in expenses 
has not occurred and the rate for Suburban water has not increased. 
It follows -that refunds must be in the same· amount, or $55·,.580 
per year) and that because applicant had the use of these. funds and 
used them for its own purposes such refunds sbould bear compound 
interest. Termination of calculation of accruals effective 
December 31, 1971 is reasonable since the 1971 results of operation 
at present rates adopted hereinafter with rate of return. of 6.97 
percent indicate an earnings level lower than the 7.5 percent rate 
of return found reasonable in Decision No. 74422. 

, ' 
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Applicant will be ordered to file a'plan and schedule 
for refunding to its customers of the amount of $18'8,,100 plus 
compound interest at 6 percent to date of refund, on monthly 
accrual~.of $4.630 from the effective date of the increased rates 
authorized by Decision No. 74422 until December 31, 1971. Applicant 
will also be required to file an estimate of reasonable expenses' of 
maldug the refunds, which expenses when. approved' by the Comnission- ' 
will be deductible from the amounts to- be refunded. 
Total Company Rate of Return 

The applicant's evidence relative to tbe rate of return 
was virtually nonexistent except for a request for thegenera1iza­
tion that under its figures the average rate of ret~ for 1971 
to'l974 (with a requested return in 1971 of 9.09 percent reducing 
to 8.19 percent in 1974) will be 8:.49 percent; and- that an average 
return on total capitalization of 8.49' percent will provide a 
return on common equity of about 16 percent. 

In Exhibit No. IS, the Commissi.on scaff rec'ommends a rate 
of return. in the range of 7.00 percent to 7~30 percent on rate 
base, relying in part on a study of cost of money, capital structure, , 
earnings of othet' water utilities, and returns allowed to other 
water companies by the Comm.1ssion.. Table No .. 8" of Exhibit IS 
shows that the recommended range of return would provide an 
earnings allowance on common equity ranging from 11 .. 14 percent 

to 12 .50 percent. 
After considering, all of the circumstances,. we adopt 

7.30 percent as a reasonable rate of return for appl!cant~ 
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The Etiwanda District 

By A1>P'iica:t~on No. ,.s2a;.s, ""filed on" September 21,..1971, 
applicant req1.:ested 'authority;' to se~l. a port'iou of its EtiW3nda 

District SyStem (serving. five custome~s) to the City of Ontario ... 

This application was granted (Decision No. 79'7'81 dated" March 7, 1972). 
Tile staff and applicant prepared revised summaries of operations" for 
the estimated yelJ% 1971. A comparison of these S\lmDlariesis: 8S 

follows: 

Operating. Revenues" 

O\,erating ExpeMes 
Oper. & Ma:1nt. Exp.' 
Admin. & Gen. Exp. 
Depreciation Exp. 
Taxe3 - Except Ineome 
Income Taxes 

Total. ExpoeXl.Ge£ 

Net Operating :Revenues 

Average Rate BaM 

Rate of Return 

27.2 
18.4 
7.2 
~,"-4 
(~) 

53.9 
.3 

291.4 
0 .. J.qt 

(Red Figure~' 
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E.stimated Year- 1971' 

$ ?1.6 $'56.7" " 
, 

Z7.2 
18 .. 4 
7.2 
~ 

(5.?) 
56.4-
15.1 
~1.4 

5.20",6 

29.3 
l5.4 
9.0 
8.8· " 
cq) 
54.} 

2".4 

308.9 
0.78% 

$ 74.2 

29.8" 
15.4 
9.0 
8" 8' 
(-;;) "" 

62.6-
ll.5-

3OS~~""" 

3.76%· 
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The trend in rate of return for this district as indicated , 

by applicant's two test year results is an a.nnual decline of 0.78 
percent based on present rates only. The trend as indicated' by the 
staff results for the same test years is a decline of 0 .. 36 percent 
at both present and proposed rates. 

The staff did not object'to the proposed' increase inasmuch 
as the rate of return either as calculated' by the staff or the 
ap?lic.ant is l.ess than the return a.dopted as reasonable herein. 

, , 

The applicant provides water service in the Ztiwanda 
District under five filed schedules but it proposes only to' increase 
its general metered service and estimates that the requested- rates 
would result in 8. 31 percent increase in its gross revenues in 1971. 

'rhe applicant proposes to change its general metered 
service rates from a min~ charge schedule to a service charge 
schedule. This latter type of schedule 1s- based on recogn:Ltion of 
two kinds of expense, fixed and variable, and provides a more equitable 
allocation of expenses. There was no objection to the change.in type 
of schedule. The existing and proposed general metered service 
schedules are as follows: 
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Present Rates: 

APPLICARn.ITY 
Applicable to &11 metered water service .. ' 

TERRITORY 

" e 

The territory adjacent to tbe' east boundary of Ontario,. S:an 
Bero.ardiuo Couuty. ' , . , 

RATES 
Per Meter . 
Per Month. . 

Quantity Rates: 

First 800 cu.ft. or less ••••••••••••• 
Next ~,200 cu.ft.per 100 cu.ft ••••••••• 
Next 296,000 cu .. ft .. per 100 cu. ft ....... ~ .... .. 
Over 300,.000 cu.ft.per 100eu.ft •••• , ••••• 

Minimum Charge: 

For 5i8 x 3/4-inch meter •...•.......•.... 
For 3/4-inch meter .. . . . . . . .. . . . . . . . . . 
For i-inch meter 
For 1-1/2-inch meter 

....... -... -.. ~ ... ....................... 
For 2-inch meter •.........•....•• 
For 3-incn meter .......•.......•. 
For 4-incn meter .........•.....•• 
For 6-ineh meter .......... ~ ........ . 

$. , 3~75-
..30 
..20 
..10 

$: 3.75-
4.00 . 
5.75 
7 .. 50 

11 .. 25-
37 .. 50 
75-.. 00 

150.00 

the Min~um Charge will entitle the' customer 
to the quentity of water which that minimum 
charge will purchase at the Quantity' Rates. 

, .. 
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Proposed Rates: 
APPLICAB.ILlTY 

Applicable to all metered water service. 
TZRRITORY 

The territory adjacent to the east boundary of. Ontario,. San 
Bernardino County. 

RATES 

Service Charge: 
For 5/8 x 3/4-incn meter .................... 
For· 3/4-inchmeter .....•.........•... 
For l-iuch meter .................... 
For 1-1/2-incnmeter ........ ~ ........ -. 
For 2-iuch meter ........................ 
For 3-iuch meter ... p ................. . 

For 4-inch meter· ............................ . 
For 6-inch meter .................... 
For 8-inch meter .............•..••. 

Quantity Rates: 
For all water delivered,. per 100 cu.· ft. 

Per Meter 
Per' Month,.'· 

$ 4'.00 
4.50 
&.00 
8.50 

11.00 
20.00, 
27.00 
45:.00 
6l.00 

0.27 

The service charge is applicable to all 
metered service. It is a read'1ness-to­
serve charge to which is added· the charge) 
computed at the Quantity Rates, for water 
used during the month. 
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Findings Relative to the Etiwanda District 

Tbe Commission finds tba t: 

,0, 

e 

1. Applicant is in need of additional revenues in its 
Etiw:n~ District. 

2. 'rae applicant r s and the staff' s estimated results of 
operation at present and proposed· rates for the estimated year 19.11 
reflect a declining rate of return. The rate of return at proposed: 
rates is not adverse to th~ public interest. 

3. A rate of return of not 'to exceed 7.30 percent for the 
test year 1971 is reasonable. 

4. The increases in rates and charges authorized herein for 
the Etiwanda area are justified; the rates and charges authorized. 
herein are reasonable and the present charges, insofar as they 
differ from those prescribed herein, are for the future unjust and 
unreasonable. The proposed rates ~ Appendix A heret<>" are for the 
future just and reasonable. 

S,. Applicant should be authorized to- change its general 
metered service rates in the· Etiwanda District from the present 
m.iu1m.um. charge SChedule to a service charge' schedule as' proposed .• 
ConclUSion 

The Commission concludes that the application for authority' 
to increase the Etiwanda District rates as requested 'by' applicant 
should be granted. 

I.': 

, 'I 
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The La Mirada Distriet 
Applicant furnishes general metered water service to 

, 
approximately 12,000 customers in the La M1radaDistrictlocated in 
the City of La Mirada and viCinity, in Los Angeles and Orange 
Counties. 

By this ap?lication, epplicant seeks an order of the 
Coamission a~tborizing it to increase its presently effective general 
metered servi:e rates only in the La 11irada District to provide an 
overall 19 pc=~eut increase in annual gross revenues from: the 
1.& Mirada Dis~rict amo\'Q.ting to $225.,223. 

!he last rate increase for this area was in 1968 (Decision 
No. 74422, dat:ed J'l:1y 1, 1968, in Application No. 49706). In that 
decision the Comm5.$sion orde:rcd applicant to execute, the trust 
:lgreement (EKhibit 21 in Application No. 49706-, Exhi1>itNo .. 1 herein) 
which has been hereinbefore referred to. 

Applicant alleges that its present charges for water service 
in the La Mirada District are insufficient to yield it a fair, just,. 
and reasonable return,on capital invested in its plant, property,' 
and other equipment devoted to public use. 

Ten of applicant' s. La Mirada area consumers appeared as. 
protestants. Collectively,. they complained of the poor water 
qual it)':» the excessive rates, allegedly discriminatory rates, that 
the company failed to read the meters and guessed at the results, 
low water pres$~e, and fluctuating water pressure. 

.. !be pre.seut:.a:o.d· proposed general metered serviee rates 
are as follows: 
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Present Rates: 

RATES 
Per Meter ... 
Per Month 

Service Charge: 
For 5/8 x 314-ineh meter 
For 3/4-iuch meter 
For l-iuch meter 
For l-1/2-inch meter 
For 2-inch meter 
For 3-inch meter 
For 4-inch meter 
For 6-inch meter 
For 8-inch meter 

Quantity Rates: 

· ................. . 
• ............ e' •••••• · ........................ . · ............ ' ........... . ....................... : .. .... ~ ...... ~ ...... -
.......•....•.•.••• 
.....•••...•. ~ ..... 

I' . .•.........•.••...• 

For all water delivered, per 100 cu. ft ••••• 

Proposed Rates: 

The service charge is applicable to· all 
metered service. It 1s a readiness-to­
serve charge to which is added the charge~ 
computed at the Quantity Rates, for water 
used during the month. 

$2.8$ 
3.00 
4.00 
8.00 

10.00· 
15.00 
20.00 
30.00 
50.00 

O.l~ 

RATES 
Per Meter 
Per Month:, 

Service Charge: 
For 5/8 x 3/4-inch meter 
For 3/4-inch meter 
For l-iuch meter 
For 1-1/2-inch meter 
For 2-inch meter 
For 3-iuch meter 
For 4-inch meter 
For 6-inch meter 
For 8-inch meter 

Quantity Rates: 

.... . . . . . . .. . . . ... . . ,. 

..•......•......•.. · ..... '" . ., ....... ' ... . 
• .................. ao •• · .................... .. · ....................... ' 
...•....•.•..•....• 
•.••....•.•.......• 
.............•.•.•. 

$. 3.35 . 
3.55· 
4.75: 

10.00 
12·.00 
18.00 
24.00 
3&.00 
62.00 

For all water delivered, per 100 cu. ft....... 0.22 
The service charge is applicaole to all 
metered service. It is a readiness-to­
serve charge to which is added the charge, 
computed at the Quantity Rates, for water 
used during the month. 
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La Kir ada Senice Area 

The La Y.d:ada District consists of residential andcomill.cr-· 
cial development fn the northern and central areas, and light 
industry in the southern portion. the Santa Ana Freeway, the 

Southern Pacific R.ailroad, and The AtchisO\'l.~ Topeka and Santa Fe 
Railw;;J.Y traverse the southwesterly portion of this area. This 

district includes the City of La Mirada,. unincorporated portions of 

Los Angeles County, a small portion of the City of 3uenaPark in 

Orange County, aud adjacent unincorporated portions of Orange County. 

Ap?roximately one-third of the total annual water require­
ment of the La Mirada District is produced from. 11 company';'owned 
wells. The balance of the La Mirada s'l.:1'Ply is p::-ovic!ed by.thc 

purchase of water from. Suburban Wate: Systems, Ca.liforc.ia Domestic 
W~ter Company, and ~po~ed Me~ropolitanWater District water from. 

tb.e Central Basin MuniCipal Water District. Pertinent data concerning 
the wells are c~tained on Table 2-A of Exh!.bit No .. 3. 

Nine of the applicant's wells are located o;,.'"ithin the 
Cc'C.tral Basi:l. where its p'ltllping allocation is 2,3-16 3cre-feet per 
year.. This all~ation was established by the Central Ba.sin 
acjudica:ion (Central B2.sin Municipal Wat~r District v. Fossette~ 
et al., 235 Cal. App. 2d, 689). 'roe pt'oduc:tion. from thes~ ~ells: 

is subject to assessments levied by the Central and West Basin Wa:i:e::­
~eple~isbme~t Distric~ to co~er the expenses incurred by that 

District ;.n its program of replenishing. and protecting the W3:l:er 

s\lpplies in the basins.. 'two of 'the company's wells are lo~at:ee in 
Orange Co'Ctl.ey and are subject to replenishment as·sessmetLf;s' and bas· in 

equity taxes established by t:b.e Orange Couney Water District._ 

-21-
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Results of Operation - La Mirada 
Comparisons of the applicant's and ehe staff~s est~ated 

year 1971 results of operation at the present and proposed'rates 
are below: . 

La Mirada District 

:·----------------------~~--------~ES~t~im~a~te~a~~~e~ar=-1~9~7~1~-----------: 
;'-----A~p-?~1-~~c~an~t~~---:--~~~~4t~a£~x---------: · · · · : Present : Proposed: Present: Proposed 

: ______ ~I_t~em~ __________ ~:~R~a~t~e~s ___ :~~R~~~t~es~~:-,~R~at~e~s~~: __ .R-a~t-e-s-,--: 
(Dollars in ThousandS) 

. . 

Operating Revenues 

Operating ~nses 
Ope: .. & Malout. EXp. 
Admin. & Gen. Exp. 
Depree. & Amort. 
Taxes ~ Except Income 
Ineome Taxes 

Total Expenses 

Net Operating Revenues 

bverage Rate Base 

Rate of Return 

$1>204.2 

432.3 
210.4 
132:.8: 
144.5 
28.6 

948 .. 6 

255.6 

3,915.2 

6.53% 

$1,429'.4 

432.3 
210 .. 4 
132.8 
144.5 
153.3 

1,073.3-

356~1 

3,915.4 

9' .. 09% 

$1,216,.9' 

415'~4 
197.8 
128'.4 
169'.6, 
54.6 

96,5..,3 

251.1 

3,)763.9 

6.6,7% 

415w4 
197.8 
128.4 ' 
169,.6· 
180'_0; 

1,091'.2 

364.9;: 

3' '76?- 9" . , "J~.. . ", 

We have found that a ra~e of retur:! of not: to exceed 
7.3 ?ercen~ is reasonable for applicant. Aecord~ly~ we will 
adjust our figures to such rate of return. 

, , . ~ , 

'<-" 
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AppliCa:lt's witness stated that its procedure for normal­
iza:ion of water sales is in accordance with the grephical approach 
as outlined by ~be Commission in its· Guide for Adjusting and 
Esti:nating Operating Revenue of Water Utilities~Standard Practice' 
No. U-25. 

The four major types of consumers ar.edomestic~ commerci3l" 
indust:ial and public authority. Each type was normalized separately 
for purposes of this study. 

All data pertaining to weather used by applicant was 

ob:ained from tbe climatologi.cal records of tbe u.s. Weathe: Bureau. 
For the La Mirada': District the weather s.ta.tion located at ,Sant,a Ana 

Fire Station. was used. This station is ap~roximate:Ly 14· miles 
southeast of the ~ea. 

'!be staff em;;>loy~d basically the same mathematical, 
procedure in the developmec.t of its estimate of domestic water ,,, 
cons\lmption.. It used, however, 'weather clata from two weather stations. 
It used the rainfall data from Whittier" six miles north.~ northwest: 

of the area, and the yearly temperature in Yorba Linda ten miles 
east of the area. 

In addition~ the staff used what it terms a refinement in 
the mathematical proc:eaure, the use of temperature data from, onl.y 
the d:ier P.;JX't of the year.. Such use is based on the ass'UIIlptio!l 

th~t dur~ the r~iny SC~Scn temperature has little or no effcc:e on 
domestic water consumption. The staff claims such· ,a re:ineme'O.t has 

impro"led the correlation of normalized cons\lmption data in,' othe: 
se'r\1'ice areas i'O. southerc. and ccntrsl Calffor.nia,. and it proc!ue~·s a 
similar imp::ovement in applicant \' s La Mirada district. 
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The staff said that in arriving at its estimates for revenues 
from commercial,. industrial and public euthority customers, applicant: 
used the method of multiple correlation analysis (Bean Method) ~d' 
that applicant's work papers reveal a lack of correlation between 
weather conditions .and consumption which the staff found in its' , 

,> ". 

initial trials, with this method. In the staff's opinion, such poor 
correllltio'O. is an indication that the method is not applicable to 
these cases. The staff, after trying and rej ect ing the method for 
these customer categories, trended the consumption for these classes 
over the past six to ten years. 

For 1971,. the revenue difference between applicllntand' the 
staff is $12,700 at preseo.t rates.. The staff states that a major 
portion of this, or $11,500,. occurs in revenues from public authority 
customers,. and the reasons for this differencesre the 'same as those 
stated above .. 

The differen'ce between the applicant r s and the st~f r s 
1971 estimated revenue at proposed rates is $'26,700.. A large portion 
of this difference is found in the revenues from' two sources: 
$11,700 in domestic r.evet'!ues, stemming from the cOtls:tderations 
relating to domestic conslJmption stated above; and $16',400 in, public 
authorityreveuues, resulting from the factors also. mentioned above .. 

We recognize the fact.that the estimates of revenues ce' 

precisely that -- estimates, albeit very informed estimates.. FoX' 
the purposes of this opinion, we fiud that for 1971, reve:lces at 
present rates will be $1,210,600, .and at the proposed'rateswill be 

$1>442,700. 
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.. .. .. .. 

O?e':~tion and Maintenance Expenses 
r~ differences in the operation and maintenance ~~penses 

and our adjusted and adopted expenses are as follows: 

.. .. 
Sta£f~/ 

.. 
Ado}2ted2./ 

.. .. .. 
Item .. AE21 ic ant .. .. .. .. .. 

Source. of Supply $240,812 $207,700 $·205,600 
~pi:lg Expense 77,369 75·,200 75,200 
Water Treatmeut 2,200 2,200 2,200. 
Tr.a:J.s ... & Dist. Expense 57,773- 76,900 76,,900 
Cus~omer Accounts 54 z!.22 53 z400' 53:z400 

l'otl!l $4~2:;276 $415,400 $413,300 

The staff est~ate of source of supr.>lyexpcnse differs" 

from the applicant's d~e to ~h~ higher staff amounts for estimated 
wc.ter co'C.s'\Jmption" the staff r s lower estimate of water losses:, and 

the staff ~~ing included water purchased from Subu:ban Water 
, Systems at the contract price... Applicant pric~d w~tcr purch~ed 
from Suburban at the cost of wcter from the Metropolitan Water 
District. Other differences are the s,taff's larger estimates,of­
purchased water and higher Metropolitan Water Distric't rates. ra.e 
lower adopted resu!.t is due to the Commit-sion having adjusted the 
:::evenues and hence the cost of water sold:. We find the above 
adopted source of supply expense is reasonp-ble and should be \lse~: 
for the purposes of this decisionr 

3/ 
- This is acjusted to show fil~ered water instead of filtered a~d 

softened water (see Elchib:Lt 21-A) .. 

-25 ... 
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Pt.:mp;ez Expense 
The staff estimate 0: pumping expense is lower than the 

apl>licant 's for 1971. 'Ihis is due to lower amountS of pumping, and 
the staff's use of the latest power rate. 

We find the,staff's estimate of pumping expense is reason­
able and should be used for the purt)Oses of this decision. 
Water Treatment Expense 

The applicant's estimate we.s accepted. 
Tr~smission and Distribution Expense 

The staff estimate of transmission and distribution expeOlse· 
is higher due to the inclusion of maintenance of meter expense which 
the applicant had capitalized. Maintenance of meter expense was 
c.etermined by alloeating the total amount for the company between 

the cistricts iu the ratio of customers. Minor differences' occurred 
between the staff and applicant for other expense items fn this 
grOU? due to the staff's trending of recorded amounts. 

We find the staff's estimate is correct and should, be used· 
fer the purposes of this decision. 
Customer Accounts Expense 

The staff estimate for 1971 is lower than the apI?lieant 7s 
due in a large part to the applicant's records· which show.& decreas~ 
from 1969 •. In January 1970, applicant converted to bi-month1y 
billir.g ao.d electronic data processing. 

We find the staff's estim.;:,te is ::easoncble 8.nd it will be 

used for t~c purposes of this eecision. 
~ve adopt as reason.;:,ble toe sum of $413-,300 for 197::' 3S 

operati:on and meintenance expenses. 
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Administrative and General Expense 

The applicant's and the staff's estimatedl97l expenses 
are as follows: 

hdministrative and General Expense 

Salcies 
Cffice Supplies 
Property Insurance 
Injuries 4l'.ld Damages 
Em?loyee Benefits 
Employee Benefits, Holidays 
Franchise Requirements . 
Regulatory Commission 
Outside Services 
l-iIiscellaneous 
Mainten.ance of Plant 
Y~tenance of Office 
Radio Expense 

'Iotal 

Miscellaneous 

Rents 
A<im.inistr at ive Expense 'Ir ansfrd. 

:ot.:tl 

Total ~dminist:ative and General 
3nd If.isc:ellaneous Expense 

" 

Applicant 

$1107772 
9,635-
3',162. 
7,08&" 

1~,,~331} 
14,,581) 
18",389", 

9 164 ., . 
16,211 
10 .. 07's, 

1,,115) 
3,.OlO} 
2:038:) 

$218-,5"69" . 

$ 11' 655:,,' 
(P.J:'§8) 

$ (8714~) 

$-210,426, 

S,taff' 

$ 7~5.QO,' ao; Z<JO) , 

$ (If; '700) 

$197,800 

The stdf amounts for salaries are lower than the, 
applicant's due to~ in p~t, the applicant ~plement~ a.policy cf 
four-factor allocation of executive sala=ies. between Southwest Water 
Co::o.pany and Suburban Water Syste:ns subse~'Uent to the filing.. of the 
subject ap?lieation. 
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!he staff amounts for employee benefits are lower due to 
adjus:mec.t of pension contributions by the staff as heretobefore 
referred to. 

Regulatory expense w~ estimated in total by the staff 
for all three districts> then alloca.ted to the' dis~rictS: by the 
four-factor method. 

The staff amounts for outside services are less than the 
applicantfs due to the staff's exclusion of public relations 
consul~ation expense. 

'!he staff amounts fo'r maintenance of p:la.nt are less thc::n 
the applicant's by the amount of radio expense the applicant charged 
to this account. Prior to 1970~ all radio expense was ehargedto· 
Aceo1...'"1lt No. 903;) Clearing;) Transportation.' The staff has eontin,;,ed 
it as a clearing account item. 

The staff estimated amounts for rents are lower than the 
applicant's in consideration of a staff adjustment in. Decision 
No. 79912, eated April 4, 1972;) in Application No. 52505 filed by 

Suburban Water Systecs. The adjustment pertains to a difference' in 
the book value of the general offices of Suburban~ a part of which 
are rented to Southwest Water Company. 

Other differences between the applicant and the staff 
result from the staff's use of trended recorded i1lform.ation~ and an 
apparen:: difference between the staff and applicant in resclts of 
al:;'ocatiou to the th:'ee distr!:c1:s by the four-factor c.ethoci •. 

We find t!le staffis estimates of ad:ninistrative :md general 

expenses are rcason.cl:>le and they will be used herein.. For' the 

purposes of this decision, we find the sum of $197 >-800 isreasonabi.~. 

-28-



A. 52640 1 A. 49706 - sjgf3R * 

Depreci2tion Expense. 
!he applicant's total depreciation expense for 1971 was 

$132,800. The staff's allowance was- $12&,400. 
Applica::.t has a.pplied depreci&tio'Q. rates which result in a 

composite rate of 2.16 percent. The staff reviewed the determination 
of these rates and has found them reasonable for this- report. The 
difference of $4,400 is due principally to the staff adjustment for 
plant held for futu=e use and deducted from r.ate base. 

We find the depreciation expense for 1971 will be ~12S.400. 
Taxes Other Than Income 

Ihe staff concedes that the applicant's estimate is correct 
because the,Los Angeles County Assessor has advised'the Commissicn 
that for the fiscal year 1972-1973 contributed plant will not be 
t~ed as it was in 1971-1972 and that the assessor will :etarn to 
past procedure ~ assessing utility property. 

We find th3t applicant t s 1971 ad valorem taxes will be, 
$1~.,500. 

Iucoce Taxes 
Usi-ng ,the foregOing figures, we find that the 1971 income 

taxes will be $64,400 at the prese";lt rates and $185,000 at th~ 
proposed rates. 
Rate Base 

The follomng from Exhibit No. lO is a co:tparison of the 
yee.r 1971 ra~e base as estimated bythie .s.pplic:ant au~· the staff: - . 
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Estima.ted Year 197L 

•. --------------------------.------~----------.~-----------------. .. . . . 
:. ___ I;;.t:;;.,;e;,;;m~ ________ __::·;......._....;A::.:;.pi;,l? __ l;.;i;;c;.;;;a:;.:.:n:.;;;t __ ....;:;....... __ ....;S;;.;t;;.;3;,;;f_f _____ : .' 

Utility Plaut 
Deductions 
Working Cash 

Prior Rate Case 
Adjustments 

Staff ,Adjustments 

Iotal Adjustments 

Adjusted Rate Base 

$6,,916.4-
-2,985.8 

114.1* 

$ (129.§') 

$3,915.3* 

(Red F l.gure) 

(105.4) , 

(jS: .. ~"-

$ (1¥.7~ 

$3,163.9- ' 

* Aver.l8e of wo=king cash at present and proposed rateG. 
'I >,", 

Utility' Plant 

The diffe=ence of $11,400 is cue to- thef~ct that the 
applicant overea?ita.lized its meter repai:s. In addition, the st~:f 
b.ad later iuformatioil ~o wo:-k with. We find the staff I s estimate is 
reasousble and it will be used herein. 
Deductions 

The steff had greater deductions for the reason that it 
used a method for Co:1lputi'OS refunds on advances aeopted by applicant 
after it prepared its report (Exhibit No.3). In addition, as a.ll 
tbrough this matter, the staff had later information avai;able. We 
find the staff's figure is reasonable and should be used .. 

,: > '< 
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Working Cash 

The .;:.pplicant used an average figure based on present crnd 
proposed rates _ The staff figure appears reasonable. We. find it . 
should be used herein. 
Rete Base Adjustments, ," 

The staff's estimate considered prior rate case revenue 
increases effects in comparison with the original certificate. We 
find the staff's adjustments are proper. 
S~aff Deletion of Property 

The staff in its estimate deleted from rate base certain 
items of plant that in its opinion were not used and useful. and': 
should be classed as plant held for future use. This. includes tb~ 
Stage Road plant relative to which tbere was considerablet~sti:llo'C.y 
at the hearing. At this well site there are two wells and only 
get-away main capacity to handle the output of one well. The 
company contended that ot!e well~ which has 4 gas engi.ne dri·'en P'=?, 
acts as ~ stand-by for the other well. The staff pointed out that 
this gas engine dr:A.ven p,-=p did not have automatic st.:lrtir.g eq,ui~ ., 
ment but =equired manual starting. The staff stated fu.-tber that it 
was told t:hat in the future the company intended to install larger 
mains and use the second well to supply a proposed neighboring, 
industrial development. 

We fiud that the ave:age adjuz·-:eci :ate' base. for 1971 wi::'l 
be $S.~763,,900. 

... 
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Adopted 'Results 

Tbe adopted results of operation s't present and proposed 
r~tes for 1971 are as follows: 

Oper~tiog :Rev~uc 

0E?erting E'$P!nses . 
• 6( Mal.nt., E5CP. 

Admin. & Gen. Exp. 
Depreciation 
Taxes. O1:ber Than Income 
Income Taxes 

Total Expenses 

Net Operating Revenue 

Ra te of Return 

Present, 
$1,210,600·. 

413',:300 
197,800' 
128',.400 
144,.500:' 

64,400, 

$ 948,.' .. 00 

$ 262,200 

$3,763,900' 

6.97% 

Proposed·, '. 
$1,442,'700· . 

. ',," . ".-

. ," 
" 

," I .• 

413:.300.· 
197,.800: .. " 
128 400' ' , .. 
144,,.SOO~ . 
18:53°00\ ..... 

$t069~;OOO' ,'" , , , . ' 

$' 373 700:·,' . .,.., .' 

$3· ,i63:, 900'· .. 

., 9.9:>1. 

Allowing the maximutD. recommended rate of return of7 .'3' 
percent: and recognizing the annual decline in r~tc of return of 
about 0.2 pe:'cent 3S indicated by the staff's results,. the increased 
retes authorized herein should produce an average ,rate of return 
of 7.3 ;:>ercent for about the next 36 months. We do, ,find reasonal>le 
~ r~te of return of 7.3 percent for the future which will produce 
a ret~ on equity of ~?proxi~tely 12.5 percent. 

Based on the above~ applicant is entitled to an inc;:eas-e 
in g:OS$ revenues for the Le Mirade District of $45,500, instead of 
its requested increase of $232,100. We find t:o.1$ i~ .. ),c:cease rC(lS01'l3blc. 
!nves~nt T~x Credit and State Cor2or~tion Franchis~ Tax R~te 

Tae Inves'Cnent Tax Credit (lIC), as used he::-e:Ln> refers 
to a reduction in current tax liability allowed by federal inconSa 
t~x 3.'.1tho::-ities, purS'Jant to t..::x laws, based ul'on a stated' perce:lt.":tge 
flpplied to the doll.ar amount of specified q:Ja!.ifyi:l.g plant~addit:io'C;s. 
An I!C was. :L.r.t::-educ~d by the Revenue Act of 1962, sus,!?end~d by' tb2 

Sus~nsion Act of 1966, restored by the Resto:t'3tion Act of 1957>3nd., 
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,', 

repealed by tbeTax Reform Act of 1969. A revised IIC, was recently 
reinstated by the Revenue Act of 1971, with a credit of 4 percect 
for utilities. We bereby take official notice of the aforementionecl 
previous and recent tax laws, a.nd the recent increase to 7.6 percent 
for State Corporation Franchise Taxes. 
Findings Relative to the La Mirada District 

The Commission finds that: 
1. Southwest Water Company (applicant) is a pcblic utility 

w:lter corporation under the jurisdiction of this- Cot:mlission fu~nish­
ins water to approximately 11,850 customers in its La Mlrada 
District. 

2. Applicant proposes to increase its rates for general 
metered service. Its resulting gross revenues for 1971 at present 
rates will be $1,210,000, and $1,442,700 at the proposed rates. 

3. Operating. and maintenance expenses for the year 1971 will 
be $413,300. 

4. Administra:ion and general expenses for the yea,r 1971 will 
'be $197,800. 

5. Depreciation expense for the year 1971 wl.ll be $12S~400. 
6. Taxes other than income will be $144 ,500' for the year 

1971. 
7. Income taxes for the year 1971 will be $64,400 at ~resent 

rat:es and $185-,000 at the proposed' rates. 
S. Iae net revenue for the year 1971 at p::esent ratesw-J.ll be 

$262,200 and $373,700 at proposed rates. 
9. Applicant's adj~sted rate base fo~ the year 19i1 will be 

$3,763,900. 
10. Based on the above findings, applicant's rate of return 

for t:he adjusted year 1971 will ~e 6.97 percent at ?=esent rstes 
a:ld 9.93 percent at proposed rates. 

11. A rate of ret\:.t.-n of 7.3 percent: is reasonable for .:l:?pl:': .. 
C<lnt over the next 36 months. rt is estittiated tnt.tsuch rate of 
rcturo. ~·Till provide a return. on co:r:mon eqlJ;ity of approximately 12 .. 5 
pcrcect. 'V1-.:: find such race of return is reasonable .. 
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12. Applicant's rate of return is d~~lining and~~~l decline 
at tQ~ rate of about 0.2 percent per year. 

13.. The ra.te of re~ applicant is receiv'lng in its La ~.irada 
District .::t the present rates will '~e deficient over the next three 
yea=s .:m.d "'-t;>plicant: is in need of financial relief.. The rate of 
return whi~h applicant requests is excessive. The increases in 
rates and charges au-;horized herein are justified' anG- .;rereasonable. 
The !»::e~ent rates and ch.rges iusof: as they differ f~om those 

herein preser::'bed are for the future unjust and- unreasonable. 
14. Applicant ~hould be prOhibited-from making any additional 

investments -of funds charged to Account /795, Employees' Pens-ions­
and Benefits> in securities. of S':.!burban Water Systems,. Southwest 
nater Company, Vallecito W·-~er CompanY:t. Cali:t'ornl.o'l-M!chigau :'an:L 
and Water Co:npan~", E3St Pasadena Water COtuP-:-ny and any other 

associated company. If, at some f\~ture date., when ~nves-ement:s in 

outside securities occupy a trlore substantial part of total inV'est­
mcr,.ts and ':<1heu ~vestment prospects in. associated securities become 
more prottising, then the Plan may s~ek permission from ~he 

COtaQissi?u to m.c.kc. spec.ifi~ purchasec;. i.n sec1.7rities of Subu.::ban, 
Sou~hwest, and othe~ asr,ociated comp~ies. 

15. A?plic~t should pl~ce the ~p~oye~ Accounts (f~~ds 
provided by employers) with an independent trustee,. e.g..) en 
ins'\Z.C."anee company or investment firm engaged in t:boe h3ndlir-s of 
in\"'est:::ne~ts fo- pension f'Ul.1.ds> a-cd, the Pe~sion Committee sho'U]~d 
be prohibited frol'll c.aking specific investment decision:; .. 
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16. Applicant should be authorized to terminate accruals to· 
the 1A Mirada trust effective after December 31, 1971.. Applicant 
saould be ordered to refund and distribute to its customers. the 
amount of $188,100 plus compound interest at 6· percent per annum. 
The interest is to- be calculated OD. monthly ac:c:rua1sof $4,630 
from the effective date of the increased rates authorized by 
Decision No·. 74422 until December 31, 1971, with interest to the 
date of refund. The amount of the refunds and distribution is to 
be reduced by the reasonable expenses of making the. refunds. as 
a.pproved by this Cotmllission. 

17. In compliance with Rule 23.1 of this Commission's Rules 
0: Practice and Procedure promu1ga tecl .pl..:rsusnt to the Econoln:tc 
St:lbilization Act of 1970, we find and determine that: 

a. The rate incre~ses are cost-justified. 
b. The rate increases do not reflect future inflationary 

expec1:ations. 'they are based upon 1971 test year 
operations; and all antiCipated decreases or in­
creases in costs, as well as adjustments to· eliminate 
the ef~ects of abnormal or unrepresentative con­
ditiOns, are reflected in the a.dopted test year's 
~ta. . 

c. The rate inc:-eases are the minimum required to 
assure continued ~ adequate, .:lad safe service. 
Without the authorized rate increases maintenance 
programs could ba- curtailed and as a rcsu.l t a,ervice 
could deteriorate. 

d. The rate increases do not reflect labor costs in 
excess of those allowed by Price Commissiol.l 
policies. 

e. The rate increases take into ~ecount expeeted .::.nc. 
Ob12iMble productivity gain~ including gains to, 
be realized from tbe revised rate struc'tures. , 

f. The rate inc:eascs will achieve the t:d.:u.m~ rate 
of return needed to attract capital at re3.so:lable 
costs and not impair the c:edit 0,:;: Southwest W.:::.ter 
Company. T~e rate of ret~~ does not reflect 
expectetion~ of future inflation. 
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We conc lucIe that: 
1. The applicant should be granted authority to increase 

the rates in Etiwanda and La Mirada Districts to the extent 
specified in the order herein subject to the terms and conditions 
specified in the order herein and in all other respectsdenied~ 

2. The La Mirada trust should be terminated and refunded~ 
with interest. 

The autbority to file the increased rates for the. La. 
Mirada District will be granted by supplemental order herein a·fter 
applicant bas filed with the Commission an acce~table plan and 
schedule for refunding and distributing to its La Mirada customers 
the La Mirada trust in accordance with Finding No. 16. 

ORDER 
---~-

IT IS ORDERED that: 
1. After the effective elate of this order, Southtlrest Water 

Company is authorized. to file the revised schedule of gene'ral 
metered service rates attached to this order as Appendix A in its 

'.. ... 

Etiwanda District, and concurrently to· cancel its present schedules 
for such service. Such filing shall comply with General Order 
No. 96-A. l'be effective date of the new and revised tariff sheets 
shall be four days after the <lLate of filing. The new· and' revised 
.scbedules shall apply only to ser~ce 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,. f.n 

securities of Suburban Water Syseems, Southwest Water Company, East 
Pasadena Water Company and any other associat:ed company; if·, at 
some future date,. wben investments in outside securities occupy 

a more substat;ltial part of total investments and when investment 
prospects in associated securities become' more promising, tben the 

Plan may seek permission from· the Commission to make specific 
purchases in securities of Suburban, Southwest and other associated 
companies. 
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3. Applicant shall place the Employer Accounts (funds 
provided by employers) witb an independent: trustee, e-.g., an 
insurance company or investment firm engaged in the handling of 
investments for pension ft.mds, and the Pension Committee shall be 
prohibited from making specific investment decisions. 

4. Applicant is authorized to' terminate the La Mirada
c 

trust 
after December 31, 1971. Applicant is ordered to' refund and dis­
tribute. to La Mirada District customers the amounts specified in' 
La Mirada Finding No. 16. Applicant is ordered to file within sixty 

• . i 

days after the effective date of this order 8 plan and, schedule for-
the refunds. After receipt of soebacceptable plan and schedule 
the Commission will by supplemental order herein author.ize the' ' 
filing of the increased rates for the La Mirada District',attacbed 
to this order as Appendix B. 

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

Da ted at San F.I:'::u1d8eo , California ~ this /£ ~ 
day of SEPT~NSEi , 1972. 

-37-



e 
A. 52640, A.. 49706 - JR 

APPENDIX A 

5<'.hedule No. EG-l 

APPlICABILITY 

A:ppl1cable to all metered water service. 

TERRI'roRY 

!'he t.errit.ory adja.cent. to- the east bound.s.l7 or- Ontario,t' San 
Berna:odino- CoWlt7. 

RATES 

Service Charge: 

For 5/8 x 3/4-inchxneter ............................ .. 
For 3/~1nch meter •.••••••••••••••••••• 
For- l-in.eb meter ..... ' ................... ~ ... ' .. 
For l-l/2-inch meter ................... ~.~. 
For 2 .... 1:neb. meter ......... ' •.•• ,. ..••. ." ~.,. .. ~ . 
For ,,--inch meter .• .,. ..• ' ....... ........... . 
For 4 .. ineb. meter ...... ., .,' ....... eo ....... • ' ..... ' 

For 6--1neh meter ................ ., •. .,' .• ~ .,.;. ... . 
For s-.1neh meter ........ '.' .............. •• ' ...... ' 

Qu.o.nti ty Rate!S: 

Per-'Meter 
Per'Month·· 

$·4.00 
4.50 
6.00 

:8.50 
ll.OO 
20.00, 
27.00, 
4.5-.00' 
67.00 

;' \\ 

1,0 ' 

(I) 

For all water delivered', per 100~ • .ft.. 0.27 (I) 

The !Service cb.lrge is applicable to all . ( C) 
metered service. It i~ a. readiness-to-
serve charge to which is added tbe charge,' 
computed a.t the Quantity Rates, torwnter ' 
u:ed during the month.' (C) 
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APPENDIX B 

Schedule No. IM-l 

IA Mirada Tariff A:roa 

GENERA!. METERED SERV'ICE 

APPlICABILITY 

Appll.eable to all metered. water :!ervic:e. 

The eomx:nmities or La. Mirad.a.~ Norwalk".. Cerritos,) Buena Park,) ('X) 
and. vicinity. los Ansele~ .and Orange Countie~.. . 

Per. Met.e:r 
Per Month 

Sorviee Charge: 

For ;/Sx 3/4-inch meter .................... .. 
For 3/4-ineh. meter ....... ".., ..... ~ ....... . 
For l-inch meter ...... ...... ., .............. . 
For 1-1/2-ineh. meter ................................ ~ 
For 2-ineh met.er- ............. __ . "" .. __ .. .. 
For S-1neh. me~er •• , ................ _ .. ., ....... '. 
For 4-irJ.eh met.er .... A'.'" ... '., •• ' ... ' ....... .. 
For 6-inc:h meter ... ' ............... , ... ~ ....... . 
For e...inch meter ...... ". ............ ....... . 

$ 3.15 
·3.30 
4.30' 
S.BO 

11 •. 00 
16.00 
22.00 . 
33.00·· 
55~OO 

For all wa.ter d.elivered., per 100 cu~ .ft. 0.=.$ 

!.he ce=vic:e Charg~ is applie&ble to311 metered 
se:"'J'iee.. It i5 a. read.ines:l-to-~erve c:harge to; 
which is ~ded the c.wgc,) computed at the 
O:umltity Rate:!" to,:;, water 'I:~eci c:u.!"ing the month. 

',' 

(I):· 

I 
I; . 

(I) 


