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Decision No.. 81.625 

BEFORE THE PUBLIC TJTILITIES COMMISSION OF THE STAl'E· OF' CAtIFORNIA' 

In the Matter of the Application) 
of EAST PI.sADENA. WATER. CO'~~ANY, ) 
a California corporation,',' for ) 
authority to increase its'rates ) 
charged for water service.. ~ 

Application.No. 53605· 
(Filed September 22', 1972) 

Clayson~ Stark, Rothrock & Mann~ 
by George G. Grover~ Attorney 
at taw, for appIican~. 

Mrs. Kurt Wallor, for herself, 
fnterested party. 

Howard :J.. Lindenmeyer and Ichiro 
Nagao, for the Commission staff. 

OPINION 
--~-----

East Pasadena Water Company (applicant) furnishes general. 
metered water service to approximately 2,541 customers in its 
service area, which is located principally in unincorporated terri­
tory of Los Angeles County between the cities of Arcad1::. and Pasadena 
and north of the city of Temple City, with a few cus,tomers within 

the cities of Arcadia and Temple City. It seeks an order. of the 
Commission authorizing it to increase its presently effective general 
metered and private fire protection rates to provide an overall 
26 percent increase in annual gross revenues amounting to $44,47~. 
In addition it 'proposes to consolidate its ?resent twogene~al 
metered service schedules (Schedules A-I and B-1) into one service 
charge-type rate schedule. 

Applicant also requests that the Commission rescind the 
special accounting ordered in Decisions Nos.' 7213& and 73125. regard'~ 
10& previous offset rate increases for replenishment water and make­
up water assessments. 
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A public hearing was held before Examiner Rogers in 
, Arcadia on May 14, 1973. Prior to ehe hearing notice was published, 
pos~ au<! mailed to consumers as required by the Commission., After 
the hearing the matter was argued and submitted. 

Service Area A-I is the smaller of the two service areas, 
with only 129 customers. The current tariff schedule for Area A-l 
is slightly higher than the tariff schedule for Area B-1, which 
serves about 2,412 customers. 
Water Supplies 

AppliC:aut 's service area overlies pore :tons of two' ,ground­
water bas:t~. Area A-l lies almost entirely within tbeRaymond 

.' Basin. About one .. fourth of Area B-1 lies within Raymond, Basin 
and the remainder of Area B-1, roughly south of Huntington Drive, 
lies in the Main ~n Gabriel Basin. The Raymond :Basin was adjudi­
cated in 1944. The Raymond Basin decree was modified in 1955, and 
provides that applicant is entitled to pump an average annual 
amount of S15 acre-£pet. The costs for the Raymond Basin Water­
master service are apportioned in accordance with the 1955' deereed 
right. In fiscal year 1970-71 the cost for this service toappli~ 
cant was $236.73. 

l'he wadjusted prescriptive right of applicant in the Ma'in 
San Gabriel Basin (basin) is 1,.407.69- acre-feet, which results in 
a pumper's share of 0.7114869 percent of the operating safe yield 
thereof. The operating safe yield of the basin will be determined 

each year by a court-appointed watermaster and is expected' to vary. 
It is estimated that the operating safe yield' of the basin in the 
early years of operation will be between 140~OOO and: 180,000 acre­
feet. If the operating s<:.fe yield is determined to be 180 ~ 000· acre .. 
feet, applicant will be allowed to pump free of replacement water 
assessment 1,281 acre-feet. If the oper~t:tng.safe yield were found' 
to be 140,000 acre-feet, applicant's share of the pumpage free of 
replacement water assessment would be 996 acre-feet. All water 
pumped iu excess of the annual pumper's share will be subject to 
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a replacement water assessment levied by the watermaster which is 
expected to be $35 to $40 per l:cre-foot for excess pumping. during 
fiscal year 1913-l914~ payable by September 30» 1974. The annual 
rate will increase in subsequent years as the price of imported 
water is. increased by the Metropolitan Water District of Southern 
california (MWD). 

In addition to the replacement water assessment there will 
be an administrative assessment levied by the watermaster to- cover, 
costs of adm;nistratioll and make-up water costs.' The administrative' 
assessment 1$ expected to be. 2.> ·cents t0'50 cents per acre-foot.per', 

year~ and it will apply to the total quantity of w~ter pumped each 
yea:r. 

The applicant has paid groundwater pumping asSessments tc> 
the Upper San Gabriel Valley Municipal Water District in the past 
for both bas in replenisbment and me.l<:e-up water purposes. In 
previous years such assessments were higher than they have been 
in recent years. '!he applicant was previously granted' offset 

increases to compensate for the make-up water and replenishment 
assessments. The offset rates were not reduced when the pump 

taxes were reduced because of the· low earnings of t:he applicant 

at that time. The aeeountiDg practices required by the Public 
Utilities Comsnission have been~ however ~ continued'. 

In 1971 the company pumped l~59l acre-feee from the basin~ 
The only office of the applicant is located at ~72$ East 

Mountain View Avenue~ Pasadena~ California. 
C0!pany Organization 

The present officers are: 
Officers 

Anton Garnier, President . 
James cam?bell~ Vice Presidene-Treasurer 
Earl Olsen, Vice President 
Christine Kelley ~ Secretary 
Helen Horn~ Assistant treasurer 
Leola Whiteley~ Assiseaue Secretary 
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By Decision No. 71024 dated July Z6~ 196& in 
Application No. 470S6~ applicant was permitted to increase its 
B-1 rates. These rates were subsequeutly modified. by Decision 
No. 72136 dated March 14, 1967 in Application No,. 4880>. and 
Decision No. 73125 dated September 26" 1967 iu Applicati.on 
No. 49409 (~he last two are offset increases). All other rates 
were set by Decision No. 57318 dated September .... l0, 19581A..App-11eet1.on 
No. 40096. Applicant seeks authority to equalize the rates, 
change the type of rates, and increase the private fire protection 
rates from $1.00 per inch of diameter to' $2.00 per inch of diameter. 

The present end proposed general metered rates are as 
follows: 

Preaent Rates 

Per Meter Per Month 

Schedule' A ... I· .Sehed~le/ B-1 

Q.uantity Rates: 

First 
Next 
Next 
Over. 

500 cu.ft. or less 
2,500 eu.ft., per 100 cu.ft. 
2,000 cu.ft., per 100 cu.ft. 
5,000 eu.£~., per 100 cu.ft. 

Minimum Clu:rge: 

For 5/8 x 3/4-1nch meter' .. .. .. .. .. 
For 3/4-inch meter • • .. • .. For 1-1nehmeter • • • • • For l-1/2-inch.meter • • • .. • For 2-inch meter .. • • • • For 3-inchmeter. • • • .. 

.. .. 

.. • 
• • 
• • 
• • 
• • 

$ 1.75 
.20 
.1S 
.12 

$ 1.75 
2.1S 
2.9S 
5.75 
&.25 . 

lS.00 

The Mlnimum Charge will entitle the customer 
to too quantity of water which that minimum 
charge will purchase at the Quantity Rates. 
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Proposed· Rates 

Per Meter Per Month.· 

Sexv1ce Charge: 

For 5/8 x 3/4-inc:h meter 
For 3/4-ineh meter 
For l-inch meter 
For l-l/2-inch meter 
For 2-1nch meter 
For 3-inch meter 

· . . . . . . . -. 
• • • • • • • • • 
• • • • • • • • • 
• • • • • • • • • · . . . . .. . ., . 
• • • • • • • • • 

Quantity Rates: 

For all water delivered, per 100 cu.ft. 

$1.65 
1~80 .... 
2.50 
3~30 
4.50 
S.ZS· 

$0.18.> 

The service charge is applicable 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. 

Decision NO. 71024 found a rate of return of 
6.5 percent on applicant's ~ha.:o. average depreciated r~te base 

to be reasonable. Applicant requests a rate.of return of 
6.09 percent on its average deprecieted rate base. 

The following table compares the applicant's and the 
staff's results of op'eratio'Q for the year 1972 (applicant's 
teat year) at. p~cnt and propos.cd rates .and the year 1~7:> 

as estimat~d by the staff at present and proposed rates: 
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.. .. 
AE:elieant . Staff .. .. .. 

: .. . COmpany : : Company .. .. .. : Pre sent : Propol5ed : Present : Proposed .. 
: Item : Ra.te~ .. Ra.te~ : Rate~ .. Rates . .. 

1972 1972 

Oper. Rev. Sl6S,670 $213,148' 8170,700 ~213,900 
¢.per. ~_ 

0& M Exp. 75,339 75,339 71,100 71,100 
A & G Exp. 153,l81 63,l81 55,900 55,900 
Depree. Exp. l7,05O l7,05O l6,010 l6,010 
NO:l-Ine. Taxe5 18.997 18.997 19,100 19,100 
Inc. 'l'axee 200 ll,437 1,160 13,840 

Total Exp. 174,767 186,004 163,270 180,950 
Net Oper. Rev. (6,097) 27,l44 7,430 32,950 
AV'erage Rate Ba5e 445,426 445,.426 427.300 ' 427,.300 
Ra.te o~ ~eturn (l.37)% 6.09".6 l.~ 7.71 

(Negative) 

~ __ ~ __ ~S~t=af~:f~ _____ ~ 

:Preeent : Propoeed : 
: Rates : Rates : 

1972 

817l,)OO 5214,700 

74,100 74,100 
,56,;00' 5&,300: 
16,160' 16,.l6O 
19,300 19',300 

180 17,190 
166,040 183~050 

5.,260 31~650 

422,,600 4(2,800 

l.~ 7.5% 

The staff recommends that the proposed rates be autho-
rized. 

A number of the differences between ~pplicant ~nd the 
staff res~lted from the availability of later data at the ttme 
tbe staff report WGS prepared, and from stdf suggestions and 
adjustments to which the applicant agreed ,t the hearing. Some' 
of the adjustments were not accepted by the applicant. They 
prinCipally concerned the accountiog for, losses on sale of equip­
ment, the accounting for the sale of a portion of its system, the 
proper classification of a main ext,ension as one to- serve an 
individ~l or a subdivision with the resultant change in the' 
amount to be refunded. and t~'le proper recording of the con ... 
tributions in aid of construction .. 
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We have examined the staff adjustments and theY·are in 
accordance with the prescribed system of accounts, or policies' 
set forth by this Commission. We find the adjustments recommended 
by the staff should be made on applicant t s' books. 
Rate of Return 

After adjustments the staff'e8t~ted a rate of return 
of 7.5 percent on applicant's rate ba:~e for the estimated year 

1973. Based on applicant's capital S1:ructure of December' 31, 1972', 
the proposed rates will produce a return on common equity of 
approximately 7.6 percent. Although somewhat higher than the rate 
of reCUrn indicated by applicantrs showing, 7.5 percent is not an 
unreasonable rate of return on rate b.~e and is·in conformance 
with the rates of return being. permitted for comparable: water 
utilities. 

Applicant will have a rate of return in 1972 of 1.7 per­
cent at present, rates a:od ".7 percent et the proposed rates. For 
the estimated year 1973, applicant will have a rate of return of 
1.2 percent at present rates and 7.5 percent at the proposed rates. 
These figures show a decline of 0.5 percent at the p1:csont rate's'" 
and 0.2 percent at the proposed rates. Considering the rate of 
return of 7.5 perCent recommended by the staff and reeogniziug 
that there is an annual decline in the rate of reiurn, of 0.2 
percent" ·the incre.;:sed rates authorized herein 'should produce an 
average return over the next five yeers, of 1.1 percent •. We find 
the.ret'Urn of 7.5 percent for the'estimated year 1973 to be 
reaso'O.able. We estimate that .this rate of return will provide Q. 

return on common equity of'7.6 percent.' Applying such rate of 
return 'to the:adopted r.ate base indicates a need for $31,650 in 
net revenue,s" o~ approximately' $26~390' more than the net revenues 
produced at existiug rate levels. The rates hereinafter autho­
rized should produce the required amount. 

In view of the staff's calculated results of operations 
and its conclusions c:ollCerning the reasonableness of the. proposed 
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rates~ we find that the proposed increases should be authorized. 
Rate Structure 

Applicant proposes to change the form of 'rates, for 
metered service frommin~ charge to service charge.Tbere 
was no objection to this proposal and' authority to" make the 
change Will be granted. 
Special Accounting 

There was no objection to the applicant's request to be 
relieved from the special accounting requ'irements relative to 
offset increases specified in Decisions. Nos. 72136- and: 73125-. 
Tc.is request Will be gralted. 
Findings 

1. The applicant is iu need of addItional revenues' and the 
rates it. proposes are reasonable. 

2. The adopted est~ates~ referred to above, of operating 
revenues, operating. expenses, and rate base for the year 1973 
reasonably indicate the results of applicant's. operations for 
the year 1973. ' 

3. A rate of return of 7.5 percent on applicant's ,rate base 
and the corresponding 7.6 percent return on common equity are 
reasonable. 

4. 'Ibe increases in"rates and charges authorized herein are 
reasonable, and the present rates and charges, insofar as they 
differ from those prescribed hereiu, are for the future unj,ust 
and unreasonable. 

5. In compl~ance with Rule 23'.1 of the Commission's Rules 
of Procedure: 

a. The iucre.ased rates. are expected: to provide' au 
increase of $26,~390 in applicant's. annual net revenues. 

b. the rate of return at the rates authorized on the 
adol)ted rate base is expected to· be.7 • S percent 
for the t:est year 1973 as compared to 1~2' percent 
at present rates. ' 
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c. the increases are cost-j.ustified and do not 
reflect future 1nflationary f!Xpectations; the 
increases are reduced to reflect productivity 
gains; the increases are the minimum rates 
which are necessary to assure continued and 
adequate service; and 7.5 percent 1s the 
minimum rate of earnings on equity 'needed eo 
attract capital at reasouable cost and which 
Will not impair applicant's credit. 

6. The request for authority to change from the minimum 

allowance-type rate structure to a service charge-type rate structure 
should be granted. 

7. !he accounting requirements relative to the ~is for offset 
increases specified in Decision No. 72136 dated Marcil 14, 1967:Lu 
Application No. 48805· continued in effect by Decision No. 73125 dated 
September 26, 1967 in Application No. 49409' should be terminated. 

S. The staff accounting adjustments' as shown 1n Table lI.A. of 
Exhibit No. 2 are tn conformance with the prescribed system of 
acco\mts or policies set forth by this Coamiss1on and' should be made 
on applicant's books. 
Conclusion . 

l:he CoaIDi.ss1on concludes that the applieation.should be 
granted. 

ORDER: .... - ... -~ , , 

IT IS ORDERED that: 
1. After the effective date of ehis order, appl1cant, East . 

Pasadena Water Company, 1s authorized to file the revised rate 
schedules ~ttached to the order as Appendix A. Such filing shall 
comply with General Order No. 96-A. The effective date of such revised 

• I • , 

·sc~dule$ shall be four days after the date of f1~1ng. T,he revised 
schedules. shall apply only to service rendered, on and after the ~ 

effective date thereof.' 
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2. East Pasadena Water Company is relieved of the requirements 
of special accounting for offset revenue increases specified in 

Decisions Nos.. 72136 and 73125-. 
3. Applicant shall adjust its books of account to reflect the 

staff accouc.tillg adjustments shawn in Table IleA. of the staff report. 
Exhibit No.2, relating to sales of transportation equipment.sale of 
the Backus Plane. and an adjustment to a main extension COIlttaet. 
Applicant shall. within sixty days of the effective date of this 
decision, submit to this Coam1ssion its proposed journal entries to 
record the required staff adjustments. 

lhe effective date of this order shall be twenty days after 

the date hereof. 
Dated at ______ Sa'Il_Frn.n __ ClSe_· _0_· __ , California,. this. .,7t4/~ 

day of _____ L .-J;..;U ... LY.o...-_t 1973.. 
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Schedule No. 1 

GENERAL METERED SERVICE 

Ap~eab1e to- all met.ered. 'W8.t.er ~erviee. 

TERRITORY 

, '. 

lhe territory With1n and adja.cent to the cities or Temple City (X) 
and. Aread1&; and adjacent to the d.t1e~ of: Pasadena and San Marino) I . 
a:cd vic:tn1ty, Los klgeles Co\mty. eX)· 

RATES 

.' . 
For S/f!:x "f4-inch m~or' ........................ :.. 
For 3/4,-1rlch.·meter .......................... . 
For l~1neh. meter • ., ....... ~ .... ' ... ' ••• • ' ... • ' •••• 
For l~1neh meter ............................. . 
For 2-irleh. meter ............ • ' •••.••• " ...... .. 
For 3:-inch. meter ••• '., ....... : ..... , • • ' •• ' ...... . 

Quantity Rate: 

For &lJ. ~ter del1vered) per 100 cu.!'t. . ...... .. 
The Service Charge is appl.1ea.ble to all 
metered. service. It,1" 8. readiness-to­
serve charge to which 1" added. the charge, 
eomput.ecl a.t the QuantitY' Rates.. tor wa.ter 
used. during the month. 

Per Meter­
Per Month 

. $1.65· 
1.80 
2'.·50 
3.30 
4 .. 50 
8".25· 

O.lS;' 

(I) 
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APpnmIX A 
Page 2 or:3 

Schedule No. :3 

PRIVATE FIRE- PROTECTION SERVICE -

Appl:Lca'ble to. all :pr1va.teJ.;r owned. fire protection 9~t~ .. 

TERRITORY' _ 

The terr1t01"Y' within -and adjacent to. the e1Ue3 or Temple City (T)-
and Areadia., and adjacent ~ the c1tiea or PaMdena, and San Marino., I 
and ~c1nity, ~o Ange1e~ CountY'. ' (1') 

For each inch or diameter or fire ~prinkler 
service connoction ••••••••••••••••••••••••••••••••• 

SPECIAl. CONDITIONS 

P~ Service 
Per-Month 

$2.00 (I) , 

1. '!he cu.stomer 'Will pay, ldthout refund, the ent1re co~t- or 
insW '1ng the tire aprinkler aerv1ce, including a detector check meter 
or other Su:ite.'ble d.ev1ces equal. in aize to aervice llne requeeted. 
Complete fire spr1nkler service w.Ul. be the property or the- utility. 

2. The minimum diameter tor the tire ~prlnkler service wU1 be 
:3 inches, and. the maximum. diameter ldllbe not more than the dinmeter 
or the ms:in to which the service is connected. 

( Continued.) 
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APPENDlX A 
Page 3 of 3 

Schedule No. :; 

PRIVATE ~ PROTECTION SERVICE 

SPECIAL CONDITION$-CQntd. 

3. The customers' ~tall..a.tion mU3t be :such as to effectively 
~epara.te the fire spr1Zlkler 3yst.e:m !rom that or the customers' regular 
water service. As a part. of the spriXlkler service 1nstallat1on~ there 
shall be .a. de~r check~ or other s1nrl1ar device acceptable to the 
Compa:cy~ which will indicate the use ot water. Any unauthorized. ~e 
will be charged for a.t the regular established rate for General Metered 
S43rvice <m.d/or may be groun~ tor the Com~ discontinuing the fire 
sprinkler service 'Without l1ab1l1ty to the Compa.:ny. 

4. 'there w.Ul be no cross-connection between the fire sprinkler 
cystem supplied. 'by 'Water through the Companyrs tire sprinkler service 
to Ut1' other :source ot supply 'Without the speeii'ic ~tten approval ot 
the Company. The specific a.pprovalldll requ1re~ at. the customer's 
expense~ a spee1al double check valve installa.tion or other device 
acceptable to the Compa:oy. A:tr:r such una~orized. cross-connection :ma;r 
be the gro'QXld3 for immedi&teJ.:y di3continuing. the spz"1nkler l!Iervice 
without liAbllit;r to the Compa,ny. 

\ 
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