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Decision No. ____ _ 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

In the ~atter of the ~pplic~tion ) 
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---------------------------, ) 
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Application No. 58440 
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amended January 4, 1979 
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(Filed ~y 23, 1978) 

Case No. 10595 
(Filed June 12, 1978> 

Case No. 10604 
(Filed June 26, 1978) 
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Lawrence Solomon and Stanley Solomon,) 
) 

vs .. 

Rossmoor Water Company, 

Complainants, ) 
) 
) 
) 
) 
) 

:Defend.ant. ) 

--------------------------------) ) 
Greenville Development Company, ) 

) 

vs. 

Rossmoor Water Company, 

Complainant, ) 
) 
) 
) 
) 
) 

Defenciant. ) 

--------------------------------) ) 
Syd Carnine, 

vs. 
-.. -........... , 

RosSmoor Water Company, 

) 
) 

Complainan t, ) 
) 
) 
) 
) 
) 

De£enclant. ) 

------------_°--.°_'----------------) ) 
Stanley Solomon, 

vs .. 

Rossmoor Water Company, 

) 
) 

Complainant, ) 
) 
) 
) 
) 
) 

Defendant. ) 

-------------------------------) 

Case No. 10605 
(Filed June 26, 1978) 

Case No. 10606 
(Filed. June 26, 1978·) 

Case No. l0607 
(Piled June 26, 1978) 

Case No. 10610 
(Piled June 27, 1978) 

(Appearances are listed in i\ppendix A.) 

-2-



• 

• 

• 

A.S8440, ct ale ALJ/EA/jn * 

SECOND INTERIM OPINION ON APPLICATION 
NO. 58440 AND OPINION ON ADVICE LETTER NO. 33 

Applic~nt/defendant, L~guna Hill~ Water Company, filed on 

October 27, 1978 Application No. 58440 secking both interim ~nd 
perm~nent rate relicf. Cases Nos. 10578, 10595, 10604, lOGOS, 10GOG, 
10607, and 10610, in which complainants seck payment of overdue 
refunds on main extension contracts £rom defendant, were consolidated 
with the application for hearing. Initi~l public hearings were 
held before Administrative Law Judge M~in in Los Angeles on 
January 16, 17, and lS, 1979. The Janu~ry 16 hearing was devoted 

to the complaint cases and resulted in those cases beinq kept open 

pending developments in the rate increase matter. 
The remaining two hearing d~ys were devoted to the request 

for interim rate relicf. The evidence amply demonstr~ted that 
applicant was confronted by a financial emergency_ By Decision 

No. 90006, dated February 27, 1979, an interim increase in r~tcs, 
yielding an estimated increase of $460,520, or 20.13 percent, in 

annual gross revenues, was authorized and made subject to possible 
refund. 

On May 29, 1979 applicant filed an ~mcndment to its 
application incre~sinq the amount of perm~nent rate relief sought. 

The step rates proposed in the amendment would incre~se, according 
to applic~nt's estimates, gross revenues by $392,300, or 14.3 percent, 

~t the 1979 level of operations and by $591,000, or 20.2 percent 
incrc~se, at the 1980 level of operations, over those at the interim 
rates authorized by Decision No. 90006, supra. 

After due notice, pu~lic hearing on the amended ~pplication 
was held before Administrative Law Judge Main on June 6, 1979 in 
Laguna Hills and on June 7, 13, 14, and 18-21, 1979 in Los Angeles. 

Several weeks before the June 6 hearing, approximately 20 of appli
cant's customers ~ttended a public meeting jointly held by the s~ff 
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and applieant to explain the rate increase application and to focus 
~1>On any serviee or billing problems customers may be ~xpcriencinq. 

At the June 6 hearinq, several Leisure World residents, as well as 
several representatives of the protestant e~rporations, testified 
concerninq serviee problems in the Phase IV area. A non-Leisure 
World resident testified that in his view the present rate structure 
unfairly penalizes single-family homes on individual meters and 
urged the adoption of some form of lifeline rate strUcture. 

Appliean t • s '"i tnesses inel uded its vice presiden t~eneral 
manager; viee president-controller; vice president-secretary; and a 
rate of return specialist. The Commission staff presentation was 
made ~~ou~h a financial expert and two engineers. Protestants 
sponsored a consulting engineer who testified on fair rate of return . 
and prepared late-filed Exhibit 12 eoncerning service to the Phase IV 
area of Leisure World. At the conclusion of hearings on June 21, 1979, 
prOVision was made for filing coneurrent opening briefs and coneurrcnt 
reply briefs. At,that time, prOVision was also made for applicant's 
filing a motion to keep this proceeding open in light of applicant's 
inability to satisfy the matters eomplained of in the. consolidated 
eases. 

On July 5, 1979 applicant filed a "Motion to Defer·Submission 
of Proceedings to Permit a Consolidation With Yet to be Filed Applica
tions and to Grant Applicant Partial General Rate Relief". Pleadings 
in opposition to applicant·s motion were filed by the staff and by 

protestant on July 13, 1979 and applicant's reply was filed on 
July 25, 1979. 

On July 26, 1979 applicant filed Application No. 59023 for 
~uthority to deviate ==om the uniform main extension rule' (1) by 
having re:unQS based on rates for water service in effect at the time 
a given t:lo'lin extension (ME)·contraet was.e:<~~uted, and. (2) by having 
ehe . computa 'Cion of the: uximum eon1;:r:act:. :r:epurc.base "p:r:.iee .. ,r.e·fJ.ect tlle ~ 

refunds required during ~he. ·2"lst· tbrough 25::b.· year .. o;· ... the. main,,:_ •. 
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extension contract. On July 30, 1979 applicant filed Application 
No. 59032 for authority to incur $1.4 million in long-term debt, the 
proceeds from which would be used for repurchasing ma~ extension 
contracts and paying r~fund obligations on main extension eoneracts, . 
and to establish a rate sureharge for servicing the debt. On 
August 7, 1979 applieant filed Applieation No; 59051 for authority 
to devia.te from the uniform main extension rule, whieh would ~t 
a revision of an eXisting $650,000 special facilities contract. 

The application and eases in this proceeding, the 
applications described in the preceding paragraph, and certain 
other matters were consolidated for hearing by Ordering Paragraph 1 
in Decision No. 9103711 dated November 20, 1979 in Application 
No. 59140. !hat consolidation recognized, among other things, . 
th4t a determination of a fair rate of return for applicant is 
linked to an assessment of the factors whieh have led'to applicant's 
financial posture ~nd ~lso to the outcome of Applications 
Nos. 59023, 59032, and 59051" supra. In tb.4lt regard the influence 
of such specific factors as managerial performance, prolonged 
delays in making operational two large new reservoirs because of 
problems encountered in their design and construction, the 
burgeoning main extension contract refund paymen~ schedules and 

1/ By Decision No. 91037 dated November 20, 1979 in Application 
No. 59140, Application No. 57548 was ordered reopened for 
reconsideration of Decision No. 87929 and consolidated for 
hearing wi~h Application No. 58440, cases Nos~ 10S7S, 10595, 
10604, 10605, 10606, 10607, 10610, 10757; a~d'10764, and 
Applica~io~ Nos. 59023, 59032, 59051, and 59140. Decision 
No. 87929 authorized Rossmoor Corpora~ion to transfer, and 
Laguna Hills U~ility Company to acquire, all of the outstand
ing common stock of Rossmoor Water Company and all of the 
outstanding common stock of Rossmoor Sanitation, Inc • 
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. the inability to make refunds which are overdue ~ and proposals 
to' obtain ext:ernal financing should be examined. In a.ddition~ the 

'. c~;Soiida.ted~ieco.rd - ther'eiil-snot!~~~be -:~deCiU:ate~y' ~~e].o~(f ~t_~ _-=-~ 
~~pr.~de~.i~1?isis __ -f6r~- giying-.·d.:Lspo-S:!t~~~ ~to-"the-·~;ormai_com;.ia.ints. 

However, for reasons other than the consolidation it 
ordered, Decision No. 91037,11 which served primarily to reopen 
Application No. 57548 for reconsideration of Decision No. 87929;J 
was recently rescinded and Application No. 59140 dismissed as 
"a collateral proceeding in which Decision No .. 87929~ a final 
Commission order, sha.ll be given conclusive effect." (Decision 
No. 91356 dated February 13, 1980 in Application No. 59140.) 
It is thus necessary to restore the consolidation of matters 
other enan Application No. 5754S and A~plication No. 59140 
ordered by Decision No. 91037 and our order herein will so 
provide. 

At this stage the record herein provides an adequate 
basis for disposition of the issues in the rate c~e other 
than fair rate of return. Accordingly, in this inter~ decision 
we will provide a provisional fair rate of return pending 
further hearing and final determination and then proceed to 
decide the remaining issues of the rate case • 

-6-
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Baek~our.e and P~e~en~ Ooera~ons 

Applicant was i::.corporat:ed on May 24, 1962 a:s Rossmoor 
Water Compa.ny. "-t that. ti:ne, it w:l.S a. '",holly owned su):)sidiary 0: 
Rossmoor co:pora~ion. In Applicat.ion ~o. 57548, filed August. 31, 
1977, Rossmoor co~ora~ion and Laguna Hills ~tility Company C~C) 
souqht CommiS3ion a~proval !or LHcrC to ac~ire and control Ross:oo= 

• Water Company ~~Q Ross~or Sanitation, Inc. ~p'roval of this 
transac~ion '~s ;r~ted in Decision ~o. S792~j, effective October 4~ 
1971. on October 4, 1978, :bu~ :ac.e. e~:ective as of S~te=e= 30, 
1977, applicant:, !o:.=erly Rossmoor ~ater Cocpany, and ~quna Hills 
Sani ta tioc., Inc _ 'LHSI), previously Ros.s:oor Sani t:1. t:ion, I::I.c: _, beca::e 

wholly ow=ed su=sidiaries of LHUC, a p~licly held company_ 
Applicant supplies wat:er to e~st:ocers 1: i~ service area . 

which. cons~t:: o-! portions of the com::r.t:.:li ties of La.~ Hills, 
El ~o=o, and Mission Viejo in Sout:h Ora:qe County, C~li!o~a_ ~ 
of Dece~= 31, 1978, applicant: served appro~t~ly 
48,000 persons ~~ouqh 20,645 metered connections of which. 19,953 
were residential. Applicant :aintains a ne~..tork of more ~~ 100 
=iles ot: dist:'~utioc. m:l.i~ ~ougho'Ut i t:= service area whicl:. i.s 
approx~tely 75 pereent developec. 

Present storage t:ac~lities consist o! ~..to steel tanks • ..ti~ 

a com..ei:.ee eapaci'ty o~ '!ive million qallon.s. '!'h: co:pletion 0-: t"..to 
aciciition.:ll :eservo::.=s, • ..... h.ic~ will c.o~le storaqe capacity, l:as b~e~ 
eelayed eue to str..lctural and eesiqn problem.s. CO%l.St.-.:etion o! a.::. 
adei~io:c.al 1.8 million qallon reservoi:, ~eeeed t:o keep pace 'with 
!utu:'e g:o.....-cb. in the .service area, is also plan:'1ed. • 
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As of June 1, 1978, applicant employed 43 people. These . 
employees are also responsible for the operation of LHSI and charqe 
that utility directly on a timecard basis when assigned to work 
for LHSI. 
Rates 

Applicant proposes to increase the rates for general metered 
service (Schedule No.1), metered construction service (Schedule 
No. 9-MC), and u~etered service to tract houses during construction 
(Schedule No. 9-FC). Virtually, 98 percent of applicant's operatinq 
revenues is gener~ted under its Schedule ~o. 1. In Table I on the 
next page a comparison is made of applicant'S present and proposed 
qeneral metered service rates and those authorized herein. An 
average commercial (business and residential) customer, in applicant'S 
service area, will use about 17,550 cubic feet of water per year, or 
14.6 Cc£ (hundreds of cubic feet) per month. Under present rates, 
the monthly charge for an average commercial customer ·Aith a 
S/S x 3/4-inch me~er is $14.39. At the adopted rates, it will 
increase by $0.11, or 1 percent, to S14.56 • 

-~ 
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TABLE I 

LAGUNA HILLS WAXER COMPANY 

Compnriaon of Monthly Rn~~~ 

Preaent Propooed 
Serviee CMrge: RAtca* Rntc~* 

For S/8 x 3/4-1neh meter •••••••••••••••••• $ 3.1S $ 3.30 
For 3/4-ineh meter •••••••••••••••••• 3.50 3.65 
For l-1neh meter •••••••••••••••••• 4.75 4.95-
For 1-1/2-1neh meter •••••••••••••••••• 6.30 6.60 
For 2-1neh meter •••••••••••••••••• 8.50 8.90 
For 3-1neh meter •••••••••••••••••• 15.75 16.50 
For 4-1neh meter •••••••••••••••••• 21.40 22.45 
For 6-ineh meter •••••••••••••••••• 35.60 37.25 

Qu:u\t1 ty RAte::: 

* 

For the fir::t 5,000 eu.ft., 
per 100 cu.ft •••••••••••••••••••••.•••••• 

For all ovcr 5,000 eu.ft., 
per 100 cu.ft •••••••••••••.•••••••••••••• 

0~770 

0.629 

!'he Serviee ChArgc 10 A rc4.d1ncoo-to-ser.tc eh.:J.rge wh1eh 
is app11e4ble to a.ll metered ccrviec .:md to whieh 10 to 
be 4.ddcd the monthly eh4.rse eomputed At thc QUnt1ti ty R.l.teo. 

Includes $.078 per 100 cubic feet 6urchAr,ee authorized by Reoolution 
No. W-2S86 d4tcd J:mWlry 8, 1980 purou.o.nt to Adviee Letter No. 32, ~d. 
$0.0$4 ?C~ 100 cubic feet incrc~se authorized in Advice Letter No. 33 • 
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6.00 
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16.00 
21.00 
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?a:!.r Rate of Return"~ Provisional -"~.. •• ___ .. c ..... , ............... ... 

Applicant's rate of return witness testified ~iat based 
on the Discountea Ca~h Flow ana the Capit~l Asset Pricing Model 
Metho~s he employea, he would recommend a return on equity of 14 
~rcent for a h~althY company. However, in light of the actual 
financial condition of applicant, it is his recommendation that 

·-A . . ~ 
the 14 percent figure should. be adjusted upward. to the 15.4 percent 
to 16.9 perce~~ range. Applicant seeks a 12.68 percent rate of 
return, wnich cor~esponds to lower end. of that ranqe, based on 
capital ratios and cost factors as follows: 

Capital 
Com'OOnent 

Lo:c.q-':er:n Debt 

Common E~i ty 

Total 

Laquna Hills Water Company 
Rate of Return Sought 

Capital Cost 
Ratios Factors 
41.23% 8.8% 

58.77 15.4 
100.00% 

Weiqhte<1 
Cost 
3.63% 

9.05 

12.68% 

The staff's rate of return witness recommends a 12.85 
percen t retu::n on common equity for applicant. His recommencia tion 
was predic~t~ on applicant's being a healthy company withoutei~~r 
the high level of overdue refunds on its main extension contracts or 
the 'high proportion of ~dvances financL~q its existing plant. His 
recommended r~te of return on rate ~ase is ll.28 pereent based on 
capital ra~ios and cost factors as follows: 

Capital 
Com'Oonent 
Long-Ter= Debt 

Common Equity 
Total 

Laguna Hills Water Company 
Staf~ Recommended Rate of Return 

Capital 
Ratios 
38.33% 

61.67 

100 .. 00% 

Cost 
Fa.ctors 
8.76% 

12.85 

t. --- - .... -._ ••. _-- ... -.-, . 
, I 

-lo-

Weighted 
Cost 
3.36% 

7.92 

11.28% 
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In the ~t~ff witness' opinion (which appears at least in 
some respects to h~ve been a prclimin~ry one in light of his later 
testimony) ~pplic~nt's "current financial problems arc a result of 
management's failure to address the problems when they arose. Any 
attempt to rectify the situation through rates would require a r3te 
of return far in excc:s of what would,be considered fair and 
reasonable." The thrust of his later testimony was that the staff 
had not undertaken the investigation neces~ary to assess the 

factors, including man~gement's performance, which have led to 

applicant's financial posture. 
Protestants' witness on rate of return employed a revenue 

requiremcnt/discrction~ry income approach to arrive at his recommended 
rate of return of 10.5 percent on rate base. In this approach he does 
not rely upon the return on common equity as the basic determinant 
nor does he include criteria which would tend to restore applicant'S 
fin~ncial viability. 

As we indicated ncar the outset of this interim Qccision, 
a final determination on the f~ir r~tc of return issue is being deferred 
pending hearings delving further into the cxtraordin~ry problems 
encounteree by ~pplicant in order to provide a more comprehensive 
record on th~t 'issue. For the interim period, we will set 
provisionally the f~ir rate of return, which is to be applied to 
~pplica~t's r~te ba$c, at 11.28 percent consistent with the return 
on equity, the capital r~tios, and the cost factors used by the 
staff witness. 

Quite apart from the chaotic conditions sporadically 
occurring in the financial markets, we arc convinced that in these 
times generally the return on common equity for ~pplicant should 
not be set lower, prOvisionally or otherwise, than the 12.85 percent 
reco~~ended by the staff witness. That recocmendation, as pointed 
out above, was structured for applicant by the. staff witness as 

• though applicant were a financially sound utility. 

-11-
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Results of Ooeration 
Asiee from the request for a hiqher rate of return, ~e 

qeneral rate increase request is, accorQinq to the application, made 
necessary by across-the-boare increases in expenses. ~o evaluate 
the need for rate relief, witnes~es for applicant anQ the Commissi?n 
staff have analyzeQ and esti:ated for test years 1979 and 1980 
applicant's operating revenues, operating expenses, and rate base. 
The staff's study of applieant's operatinq results (ExhiPits 13 
~~ouqh 16) was based, in part, on later infor:ation than that 
available w~en applieant prepareQ its summary of earnings study 
appended to the amended application as Exhibit G. Durinq the 
proceeding, the staff made some minor revisions in its. estimates 
and applieant aeopted many of the staff estimates. This narrowed 
substantially the eifferences in their showings. In Table 2, which 
follows, the results for test year 1960 of the respective studie3 
by applieant ane the staff, each modifice as ineicatee above, and 
our aeopted operating results have been set forth • 

-l2-
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TABLE 2 

LAGUllA HILLS WArER CO~WANY 

S'Jnllar-1 of Earnings 

'i'est Year 1980 

• 
~ 
• 

~ ... 
n ,. 
~ 
• Adopted 

At Advice :At II.28X Advice ,At 11.2~J, :~ 
; Present Letter Rate of Letter, Rate of : "-4 

Applicant :_ Staff 
: Company : Company 

Present : Propos cd Present :Proposed 
It«n Ratos* Rates Rates* Rates Rates* : No. 32 Return No. 33 I Ret'Jnl :~ 

(A) (B) (C) (D) . (E) . (F) (G) (H) (1) '-.. 
() 

Revenues ~2.973.1 

0-& H E?'-"Penses 1,550.5 
A . & G Expenses 352.9 
k.orti zatlon 5.5 
Depreciation 311.2 
Taxes-Except Income 113.2 
Incoac Taxes 21.1 

Total Expenses 2,360.4 

Net Revenues 612.7 

Rate Base 6,252.0 

Rate of Return 9.807. 

(Dollars in Thousands) 

$3,518.8 $2,913.1 $3,518.8 ~2,913.1 ~ 318.6 ~3.344.4 

1,551.6 1,550.5 
354.0 311.1 

5.5 5.5 
311.2 311.2 
113.2 113.2 
303.6 48.3 

2,639.1 2,339.8 

879.7 633.3 

6,252.0 5,921.9 

14.07% 10.697. 

1,551.6 
312.2 

5.5 
311.2 
113.2 
32/ •• 8 

2,618.5 

900.3 

5,921.9 

15.207. 

1,550.5 
305.8 
20.9 

301.9 
106.9 
81.7' 

2,367.7 

605.4 

5.596.0 

10.82% 

318.0 1,868.6 
.6 306.5 

20.9 
301.9 
106.9 
108.1, 

318.6 2,113.2 

631.2 

5,596.0 

11.287. 

* . Rates in effect prior to increase pursuant to Resolution No. H-2S86 dated January 8, 1980 
in Advice Letter No. 32. 

$. 31.3.4 $3,681.8 

33'1.4 2,203.0 
0.6 301.1 

20.9 
301.9 
106.9 

:3 ./j 111.8 

3/.3.4 ),056.6 

631.2 

5.596.0 

11.2$~ 

t:-:::a"'..;r: __ ~""-=-""~~":-...J .. "'I;.:;,.-... ~-:::c...~~r..., 

~ 
:J 
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The principal differences be~ween the estimates of applicant 
and the st3.~f in Table 2 :u-e in rate base and A&G expense. In 

ad.dition, although there is aqreement on the 55,500 figure shown for 
amortization for test year 1980, they differ as to· a proper startinq 
date of the three-year perioa to which the amortization applies. 

Protestants' position is in several respects at variance 
wi th that of both applicant and the staff. They take exception to 
the inclusion of Reservoirs R-3 and R-4 in the operatinq results. . 
They also take exception to the inclusion of an allowance for pension 
expense and to the level of regulatory commission expense. 

We will now ad.dress these differences. In so doing we will 
indicate the basis for our adopted operatinq results and also indicate 
how those results are calculated in relation to the staff estimates. 

Rate Base 
(a) Reservoirs R-3 and R-4 

In November 1976, followinq the issuance of 51.5 million 
in bonds, applicant awarded a contract for the construction of 
Reservoirs R-3 and R-4 to a qeneral contractor. The reservoirs 
were scheduled. to be in operat±on in 1977. However, st--uctural 
and desiqn defects not only delayed their completion but eventually 
resulted in rencerinq both reservoirs nonoperable. ~he contractor 
~~ aqreed to tear down Reservoir R-3 and rebuild it accoraing to 
a cifferent design. The contractor has not admitted responsibility 
for the ee:ects in Reservoir R-4. It thus appears that whatever 
has to be done with Reservoir R-4 must await ei~~er the contraetor's 
agreeing to accept responsibility or the outcome of litigation. 
Applicant does not accrue interest on construction-work-in-proqress. 

-l~-
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Our adopted rate base incluaes Reservoir R-3, which is 
expectea to be in service by the time this decision becomes 
effective. It excluaes Reservoir R-4. It also excluQes the 
sums expended for remedial work on.these r~servoirs. The latter 
matter will be dealt with further in our discussion of amortiza
tion expense. 

To remove Reservoir R-4 from the staff estimate of 
operating results at present rates, rate base is decreased by 

$492,900: depreciation expense is decreased by $6,100: ad valorem 
tax is decreased by S5,600: anc income taxes are increas~ by 

$44,200. The increaSe in income taxes arises from bo~~ an 
increase in t~able income and elimination of the investment 
tax credit pertaining to, Reservoir R-4. The increase in taxable 
income results from eliminatinq the deductions for accelerated 
depreCiation, ad valorem tax, and interest applicable to
Reservoir R-4. 

(b) OVerdue MEC Payments 
OVerdUe main extension contract payments are included 

in Account 230.1, Amount Due/MEC Refund. Agreements, which is a 
subaccount to Account 230, Other Current and Accrued Liabilities. 
Interest accrues on the overdue payments at a rate of 7 percent 
per a.nn~. It is applicant's position that the overdue MEC payments 
are the equivalent of sbort-term debt and, therefore, should not 
be deducted from rate base as a part of non-interest bearinq 
advances for cons~-uction. It is applicant's further poSition 
that with timely and ade~ate rate relief it may have sufficient 
cash flow to meet its refund obliqations for the test years. 
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• 
It is the staff's position that $284,000 of overdue 

M:E:C payments will rem.ain unpaid. 'l'hilt amount should, therefore, 

be deducted from rate base as a component of advances for 
construction. Consistent with this position, .the staff makes 

the following arqument: Main extension contract refunds until 
paid 'f remain an adva."lce to· tJ::le utility. Advances for construc

tion, generally, are not included in rate base since such funds 
do not represent a capital investment of the utili~y upon which 
the utility may earn a profit. Further, an advance becomes a 

capital investment only to the extent the advance is repai~'a'nd 

the facilities subject to the advance are 'repurchased' by the 

utility. To allow otherwise would require the ratepayers to pay 
for the rate of return on capital which has not been expended by 

the utility." 

It is the protestants' position that amounts "advanced .der MEC contr.acts are contributed or no-cost capital until paid." 

Crucial to a rational resolution of this issue is 
whether overdue MEC payments simply retain their character as an 
advance or become debt. Applic.::mt argues that it has absolutely 
no obligations with respect to MEC ~dvances unless, and until, 

certain conditions of the main extension rule are met. Upon the 

occurrence of those conditions, a debt is created which applic~t 
is obligated to serve in some fashion. 

Applicant's argument is consistent with Buss v California 

Citi~s Water Comeany, Oecision No. 63937 dated December 30, 1974, 
in which we held that main extension refunds not paid by the due 
date are equivalent to involuntary interest-free loans. This 
holdi~g was reaffir=ed in Levine Brothers'Investments v Mesa Crest 
Water Com-oanv, Decision No. 85949 dated J't!ne 15, 1976, and in 

Burnett v P~k Water COM'Oanv, Decision No. 87019 dated March 1, 1977. 

We !urther held in the latter ·~s~s~ tQ;:·'re.f=~s: ~E·j~~iid.~b~n. d.ue. 
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should bear interest at the rate of 7/12 percent per month until 
paid~ Accordingly, the $284,000 i:1 overdue MEC p:loyments, :loS 
of December 31, 1978, represents utility plant in service 
which must be serviced in some fashion by applicant during 
1979 and 1980. 

Applicant's options are few since it simply does not have 
the available cash or borrowing powe~ to obtain the cash through 
conventional financing to make the overdue payments. Unless a 
utility is not making an effort in good faith to pay main exten~ion 
refunds when due, the equities dictate that servicing of such 
special debt be accomplished through rates (i.e., including the 

overdue refunds in rate base). 
Presently, as stated earlier in this decision, applicant 

is seeking, through Application No. 59032, special financing, to be 
serviced by a rate surcharge, to repay the MEC refund balance and 
repurchase the KEes. If that application is granted and the 
funds bec~~e quickly available, appropriate downw~rd adjus~~ents 
in both rate base and rates adopted herein should ensue. Either 
our final. rate. relief in this consolidated proceeding or the 

eventual decision in Application No. 59032, supra, would'make 
any such needed adjustments. 

In summary, the overdue refunds accrue interest which 
applicant is obligated to pay. to allow for recovery of this 
interest, the S284,000 is included in the adopted rate base. 
Consistent with this treatment, the interest is t~ken ~s a deduction 

• I' 
r~ 
• ), 
( 

from tax~ble income in computing income taxes_ It is,necess:lory to ad- ~ 

just the staff's c~pital structure which we have adopted to reflect this~ 

(c) Buy-Back of MECs 
Presently Held by LRUe 

Both applicant and the staff in their treatment of rate 
base assumed a buy-back of approximately $985,900 of 'main extension 
contr3ct~ held by applicant's parent company, LRUC. According to 
staff Exhib"it 13, applicant "proposes to issue 4,500 shares of 
~o~~on stock at $100 a share to cover the estimated discounted 
price of $353,500. Tnc r~aining $96,500 from the sale of stock 
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would ~e used to pay accrued refunds and interest on the main 
extension contracts. The bala~ce of $985,900, less $450,000, 

would be transferred to Contributions in Aid. of Construction. 1t 

The net effect on rate base of this assumed. buy-bac~ is an upward. 
adjustment of S4S0,000. 

By Interim Decision No. 91236 dated Janua:y 15, 1980 in 
Application No. 58861, Laquna Hills "l'1ater Company was authorized to 
issue 3,440, instead of 4,500, shares of its $100 par va.lue to coxamon 
stoc~ to LHO'C. 2,502 and 829, respectively, of the 3,400 shares 
represent the tentative buy-back cost and the refunds due exclusive 
0: interest. A higher buy-bac~ cost is being claimed by applicant 
and a public hearing will be held in Application No. 58861 to, test 
the validity of that claim. . 

Interim Decision No. 91236 limits the appropriate upward 
adjustment in rate base associated with the buy-bac~ to S333,000 at 
this t~~e instead of the $450,000 used by applicant and the staff. 

CRelatedly, depreciation expense is adjusted by $3,200.' Should 
the hearing in Application No. 58861 result in a hiqher valuation 
being placed on the buy~bac~, the corresponding adjus~ent to rate 
base and therefore rates could be made by further decision in either 
Application No. S8S61 or in t.'lis consolidated proceeding. 

In summary, our adopted rate base of $5,596,000 is reached 
from ti:.e staff estimate of rate base of S5-,921,9'00 by deducting 
from the latter figure $492,900 for the removal of Reservoir R-4 
from rate base and $117,000 for a lesser valuation on the ~-~c~ 
of main extension contr~ct$ held by LHUC~ on the one hand, and by 

addinq to it 5284,000 for excludinq interest-bear1nq overdue main 
extension contraet payments from advances in aid of construction, 
on the other hand. 
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A&G EX'Oenses 

(a) ". Outsicie Services 
The staff est~ate of total A&G expenses is lower than 

applieant's ~y $41,800, and the entire difference is within one 
account: Outside Services. In that account the staff made three 
~asic adjustments to applicant's estimates. First, applicant 
allowed for inflation in using 1978 recorded eosts for 1980 and 
the staff did not. Second, the staff disa1lowee $22,500 ~or 
applicant's share of costs incurred ~y its publiely held parent 
eompany, LHUC, for finaneial reportinq to the Securities and 
Exehange Commission (SEC). Third, the staff eliminated ~~e over
head component in the charqes of $13,270 to applicant ~y Rossmoor 
Corporation for serviees. The elimination was made by dividinq 
the S13,270 by 2.25, the divisor being the overhead or burden 
factor that is applied to the hourly wage rate of Rossmoor 
Corporation e~loyees rendering the services. OVerhead or burden 
includes payroll taxes, benefits, secretarial assistance, and other 
costs attributable to the management services supplied by Rossmoor 
Corporation's executive s~ff. 

In Decision No. 91182 dated January a, 19ao in Application 
No. 58275, we said in reqard to the appropriate ratemakinq treat:ent 
of Laguna Hills Sanitation, Inc.'s share of LHUC's SEC-related 
expenses: N ••• the formation of a publicly held corporation as the 
parent to applicant, and its sister company, LHWC,was an integral 
part of the Rossmoor Corporation reorganization an4 spin-off. 
Indeed, it may have ~en essential to the transaction to miti~ate 
tax consectuences. In that event the pl.lblicly held status was of 
clear and o~vious benefit to LHUC's major stockholders. On the 
other hand, that status can provide aecess to a broader base of 
finanCing and have other advanta~es which may eventually redound 
to the bene:it of the rate payer." With respect to the services 
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rendered by Rossmoor Corporation, there was no dispute ~ to those 
services or their direct cost; nor was the limited evidence on 

pertinent overheads challenged which t~nds to support a higher 
'burden-loading factor (i.e., 3.26 instead of 2.2~). 

Our adopted estimate of Outside Services is S20,600 
hi;her than the staff's estimate and reflects appropriate allowances 
for SEC-related expenses as well as for charges by Rossmoor Corpo
ration. 

(b) Pension Plan 

Included in both applicant's and the staff's estimates 
of pensions and benefits expenses is a 525,900 allowance for a 
pension plan not yet implemented. This pension plan also involves 
Laquna Hills Sanitation, Inc. in that the sanitation company is . 
operated by applicant'S personnel • 

During this proceeding, the staff witness took the position 
that applicant's share of the pension plan expense should be accorded 
the same trea~ent as that which would eventuate in Application 
No. 58275 of Laguna Hills Sanitation, Inc. In that reqard, in 
Appendix C to Decision No. 91182, supra, we prescri~ed rate 
increments, which were designed to produce S25,000 in annual gross 
revenues, to become effective upon the pension plan's actually 
~ing implemented. We will follow a sL~ilar procedure in this 

decision. 

(c) Reg~latory CocmiSsi?n Expense 
The staff's esti=ate of $l6,700 for this category of 

expense was higher than applicant's original estimate by Sl,700 • 
• IThe staff's estimates are based on a carry-over cost of S19,600 
(an additional e~nse incurred in Application No. 56299 mainly 
due to the prolonged hearing) and later data provided ~y applicant. 
Both the staff and applic3nt amortized the costs (S50,lOO) over 
a three-yea: period." (Exhi~it 13, paqe 5 .. ) 
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Protestants contend that the carry-over cost component 
should be eliminated. Protestants further contend that applicant 
is not entitled to amortize any requlatory commission expense 
because it d.id not."toward the end of this proceedinq provide any 
testimony or representations as to the approximate expenses 
incurred in this proceeding. 1t 

Regulatory expenses were not a point of contention 
~tween the staff and applicant. Protestants did not at any point 
submit figures they deemed t~ ~ reasona~le regulatory expenses 
:or ~~is proceeding. Protestants' contentions lack merit. A 
reasonable allowance :or requlatory commission expense ~or the 
test year is S16,700. 

In summary, our adopted A&G expenses of S-30S, 800 are 
reached from the staff estimate of A&G expenses of S~ll,lOO by 

deducting $25,900 representinq pension plan ~xpense and ~ adding 
$20,600 representing an increase in Outside S.erviees expense. 

Amortization 

AS of December 31, 1978, applicant's balancing acco~t 
for purchased water and power and offset table expenses' showed: und:er
col1ee:ions of $167 627. The st~££ proposed to amortize this aoount 
over a three-year period; cotmnencing in 1979, at $5,500 per year. 
Applicant took issue with the 1979 cotmnencement of amortization on 
the ground tbat tbis decision probably wou:d not issue before 1980. 

Clearly, applicant has a point. A more timely three-year 
amortization period is 1980 through 1982 and should be adopted. 

Our adopted amortization for the test year is the sum 
of the above :igure of $5,500 plus $15,400 representinq the 
amortization over a t..""u'ee-year period of $46',300 in remedial 
work of Reservoirs R-3 and R-4. The latter expenditures were 
made to determi~e whether the reservoirs could be safely employed 

for water storaqe. Because these expenditures were not iQprudently 
incurred, we are permitting their recovery through rates, subject, 
however, to refund in the event applicant is re~ursed therefor 
by the contractor. 
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Whether the contractor could be ultimately held liable 
for the $46,300 in remedial work is problematical. Clearly, however, 
applicant must pursue all available reasonable courses of action 
to obtain such reimbursement. Applicant will be required to report 
on the action taKen .. 

Depreciation and Taxes Other Than On Income 
The differences between the adopted estimates for these 

expense categories and those of the Commission staff are minor .. 
Theyare attributable primarily to the removal of Reservoir R-4 
from utility plant and to the lesser valuation placed on the 
buy ... back of MECs presently held by LRUC. 

We take official notice of Advice Letter No. 33 filed 
May 27, 1980, by which Laguna Hills Water Company requests authority 
under General Order No. 96-A, to increase water rates by $343,000 
to offset increases in purchased water and purchased power costs 
and to account for increase in the California Franchise Tax rate. 
The Revenue Requirements Division staff has reviewed the workp3pcrs 
submitted with the advice letter and finds that the company's request 
regarding purchased water and purchased power costs to be reasonable 
as it merely offsets those additional costs on a dollar for dollar 
basis.. According to the staff calculations, the company underestimated 
its tax liability by $500. Therefore, a total increase of $343,500 
rather than the amount of $343,000 sought in the above letter is 
reasonable. The adopted results of operation shown on page 13 
(column I) reflect this increase in costs • 
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Wage and Price Guidelines 
By Interim Decision No. 90006 (d~ted Febru~ry 27, 1979), 

supra, ~ 20.13 precent incre~se in ~p?licant's r~tes was authorized 
because of a fin~nci~l emergency. A further 11.59 percent rate 
increase was authorized by Resolution No. W-2S86 (dated January 8, 
1980), supra, to offset increases in costs of purchased w~ter and 
purchased power. Both of those rate increases were exemp~ed, by 
virtue of their nature, from the guidelines. 

By this decision, a 1.6 percent rate increase, yielding 
$52,700 in addition~l annual gross revenues, is authorized. It 
is based on a 1980 test year in which a 7 percent wage increase 
is reflected in the estimated operating results. The volunt~ry 
standards of wage and price increases, where applicablc, are thus 
being met. 
Rate Spre~d 

In st~ff Exhibit 13 the mattcr of lifeline rates was 
addressed ~s follows: 

"Neither the staff nor applicant arc proposing the 
introduction of lifeline rates. The issue of life
line rates was discussed quite extensively in the 
proceedings in Application No. 56299, as referenced 
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by the folloWing: Decision No. 81750, dated August 23, 
1977, page ~, and Decision. No. 8$705, dated A~r11 18, 
1978, pages 4, 8, 9, ~~d 13. The following discussion 
is taken from Decision No. 8$705, pages S and 9: 

"'It is a matter of Commission policy that 
w'ater rates should be d.esigned to provide 
the residential user a reasonable amount 
or water necessa.~ to meet minimum house
hold requirements at the lowest reasonable 
cost, to discourage the wasteful use of 
water, and to promote eonservation of water 
and the power required to deliver water. 
Under ordinary circuosta~ces the residen
tial customer is usually pr¢vided serviee 
through a 5/S" x 3/L,." meter, and in tho~ 
eir~stanees the staff has reeoccended and 
the CommiSSion has prescribed lower rates 
for a prescribed amount or water based. upon 
that type of :eter ~d higher rates for the 
higher volumes or ·"'ate::- that nOl":1ally i"low 
through the larger meterS. Table I sho....-s 
that over one-hal! of applicant'S water 
sales is through large meters to multiple 
dwelling units ·Nithin Leisure World and 
that the averag~ consumption per dwelling 
unit therein is significantly less than 
the consumption per dwelling unit or con
dominiUQS and single-facily homes outside 
Leisure World.. The reeord also shows that 
the mutual housing corporations within 
Leisu~ World have taken actions at some 
expense to them to eliminate ·"'astei"ul use 
of water and to othe~~se promote conser
vation thereof. It also shows that to the 
e:ct.ent th.at there ::lay be ally hardship on 
the part of any eustomers to pay increased 
::ates ror water, that it would be more likely 
to occu~ in connection with. reSidents of 
Leisure World than outside thereof. Those 
circumstances indicate that a rate 
structure tor ::-esidential customers 
within applieant's serviee area which 
'WOuld favor the custome~ se:-ved by 
the smaller meters would not only oe 
unfair, but would not ~romote lii"eline 
or conservation objectives.' 
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HSince the c1rcumstances referred to in the above 
text still exist in the Laguna Hills Water Company, 
the staf~ position is not to propose a lifeline 
rate. ft 

In Decision No. 88705, supra, we helQ that the design of 
the present rate structure "is not inconsistent ·"...ith State poli<='l 
regarding lifeline and conservation objectives" because of the 
sinqular CirCumstances regarding applicant's residential service. 
The recorQ herein does not provide any basis with probative value 
to support a departure from that finding. 

Increases for Sche<iules No. 9-FC :md No. 9-MC proposed 
by applic~t ane supported by the staff, ~ut modified to incorporate 
the surcharge pursuant to Resolution No. W~25e6, supra, .will be 
authori:ed herein. The increases are: 

Schedule No. 9-FC, Unmetered Service to Tract 
Houses During Const--uction, increased from 
$2.50 plus 10 percent su:charqe to $10 for 
the entire construction period. 
Schedule No. 9-MC, Metered Const--uction Serviee, 
increased in the quantity rates by about 7 cents 
per 100 eubic feet and in the mini:nutl charg'e by 
Oetween $ll.55 and $226 dependL~g on the meter 
size. 
The circu'l1Stances t)eculi,ar to ~"nl;.c.ant T S service area , , . 

affecting the suitability of lifeline rates continue to indic3te, 
as they did in our earlier decisions; thAt "a rate structure for 
resid.enti.:l eustomers ••• whicb. would favor the C1Jstomers served by 
the smaller meters would not only be unfair, but w01Jld not promote 
lifeline or conservation objectives." 

Accordingly, the staff recommendation to continue tbe 
ewo-block rate structure for general metered service witb the 
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first consumption block set at 5,000 cubic feet is appropriate 
and we adopt it. !be st~ff also recommended a rounding of tbe 
service charges which we likewise ~dopt. To implement these 
recomcendations as well as the staff recommendations concerning 
Sched~les Nos. 9-FC and 9-MC previously described utilizes about 
35 percent of the $52,700 total additional revenue requirement. 
As a :esult, the increase in the quantity rates for general metered 
service is li:nted to$.008 per 100 cubic feet, as sb.own in Table I 
hereinabove. 
Pump Efficiencv 

Consonant with the Commission's effo~ts to have power 
conserved, the staff reported in Exhibit 13 on its monitoring of 
puop efficiencies as follows: 

Service 

"There are 23 booster pumps in the system, of which 
21 are electrically operated. 

"Efficiency tests conducted by Southern c.a.li:tornia 
Edison Company in 1978 on 14 boosters indicate 
t03t 9 boosters rated from fair to excellent and 
5 rated poor. Out of these 5 boosters, 3 have 
been modified recently to improve efficieney, 
one is now only used occasionally and the remaining 
one is designed for high demand and is expected 
to run at an excellent efficiency upon eompletion 
of reservoirs R-3 and R-4." 

With the exception of the Leisure World Phase IV area, 
service in applieant's serviee area has been satisfactory. !be 

?hase IV area is situated on hillside terrain 550 feet to 700 feet 
in elevation where the~e are ~pproximately 410 dwelling units 
in a series of three-story buildings representing about 2 percent 
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of applican~'s total eustocers. Service there has been adversely 
af:eeted by Reservo1= R·4's no~ being ~vail~ble. However, 
applie~~ ~as taken a n~r of steps, as ou~li~ed i~ Exh~it 11, 

to assure -hat the delays in cOn$~et~9 Res~rvoi= R-4 will af~ect 
service in t!l.e Phase r; area to t:.e :ti.::.i:al e.xten.:t' prac~iC3bl~_ 
In fact, it'now appea:s, that a new control system for the ?l~~t 2-4 . 
variable speee booster pump has bro~qh~ pressures ~~n ~s area 
to • .... ell wi .,..:0.::.:. t."":.ose ca.x:e.a ted ~ General Order N'o·. 103_ 

l. Applicant has been ~le to satis~y the consoli~ated 

compla~ts see~inq payment of overdue refunds on :ain extension 
eont:acts because of its f~eial condition. 

2. To· alleviate its fi:.ancial proble:,s, applicant h3..s 

filed A?plications Nos. 59023 and 59051 ~o= a~~ority to deviate 
~=oc the :ai~ ~ension rule and Application ~o_ 59032 !or. authori~· 
to inc~ !onq-te:.: debt and to establish a rate surcharge ~or 

servic~q the debt. 
'3. ~he ~ai= rate of =e~~~ issue i:. this general rate 

'proceeding is li~ed to an a~sess=e:~ o~·t~e !aetors which ~ve 
lee to applicant'S f~~ancial po~t~e and to ~e outco:e Q~ 

Applications ~os. 59023, 59032, an~ 59051. 

4. 'It is, ~ppropriQte to es~~lizh prOVisionally, pend~ng 

:ur*~e= he~i:q, ~e !ai= rate 0: re~-n !o: applie~~t. Consoli-
dation o"! 'this proceed.inq '..ri~ Applications ~os_ .S~023, ?90;.:2.., 
.and 59051 as well as with complaint cases Nos. 10757 and 10764 -
shoul"o.- "provide -an appro$)riate forum fora· thorough examination 

.o£applieant's financial posture • 
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5. The provisional fair rate of return for applicant should 
be fixea at the staff-recommended level of 11.28 percent. Th~t 

recommendation was predicated upon construing applicant to be a 
financially sound company (i.e., as though applicant has not 
experienced the financial adversity of two large new reservoirs 
not becoming operational and did not have either the high level 
of overdue re!~ds on its Main extension contracts or the high 
proportion 0: advances financing its plant). 

6. The adopted est~~tes, previously discussed herein, of 
operatinq revenues, operating expenses, ~nd rate ~ase for the test 
year 1980 reason~ly indicate the results of applicant's operations 
for the near =uture. 

7. A provisional =ate of retu=n of 11.28 percent on 
applicant's rate ~ase for 1980 is reasonable. The related 

4Ital10wance for =et~n ~n c?mm~n equity is 12.85 percent.~ased on the. 

capital components set fort~ i~ Staff ~~bit 19. 

• 

s .. 1'0 pro<iuce an 11.28 percent rate of return Wl.11 require 
an increase of 552,700, or 1.6 percent, in annual revenues for 
test year 1980. Sueh an increase is reason~le and justi~ied. 

9. The adopted rate spread is reasonable. 
10. The pension plan proposed ~y applicant for its employees 

fulfills an important neee. The rate increments prescribeQ in 
~ppendix C to ~~is decision, for whieh applieant will qualify upon 
the execution of ~~e pension plan as provided for in Decision 
~o. 91182 dated January S, 1980 in Application ~o. 58275 of 
Laguna Hills Sanitation, Inc., ~pp1ieant's sister company, are 
fair and reasonable. 

11.a. It is :e~sonable for r~temaking purposes to amortize over 
a three-yea: period the $46,300 applicant expended to deterMine 
whether Reservoirs &-3 and R-4 eould oe safely employed for water 
stora9'e • 
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b. A?plic~nt should pursue whatever re~sonable courses of 
action available to obtain reimbursement of the $46,300 from the 
contractor or any other party bearing ~ responsibility for the 
design or construction of Reservoirs R-3 and R-4; should report 
on the action taken; and, if reimbursed, should make the correspond
ing refund to its customers and rate reduction. 

12. We take official notice of ~dvice Letter No. 33 filed 
May 27, 1980, by which L.1guna Hills Water Company rCQ,uests authority 
under General Order No. 96-A, to incre~se water rates by $343,000 
to offset increases in purchased water and purchased power cposts 
and to account for incre~se in the Californi~ Franchise Tax rate. 
The Revenue Requirements Division staff has reviewed the workp3pers 
s'ubmitted with the advice letter and finds that the company's 
request regarding purchased water and purchased power costs to be 
reasonable as it merely offsets those additional costs on a dollar
for-dollar basis. According to the staff calculations, the company 
underestimated its t~x liability by $500. Therefore, a total 
increase of $343,500 rather than the amount of $343,000 sought in 
the above letter is reasonable. The adopted results of operation 
shown on page 13 (column I) reflect this increase in eosts. 

13. The increases in rates and ch~rges authorized herein are 
justified; the rates and charges authorized herein are reasonable; 
and the present rates and ch~rges, insofar as they differ from 
those prescribed herein, are for the future unjust and unreasonable. 
Conclusions of Law 

1. The final determination of the fair rate of return to be 
authoriz~d for applicant in Application No. 58440 and the dis?osi
tion of Cases Nos. 10578, 10595, 10604, 10605, 10606, 10607, and 
10610 should await further hearings before this Commission and the 
following additional matters should be consolidated for such 
hearing: Applications Nos. 59023, 59032, and 59051 and Cases 
Nos. 10757 and 10764 • 
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2. The ~?~lic~tion ~nd Advice Letter No. 33 should be gr~ntcd 

to the extent set forth in'the ensuing interim order. 
3. Consonant with the authority 7,ranted, a~plicant should 

be directed to take certain actions. 
4. The date of this order should be the date hereof because 

of applicant's urgent need for additional revenues. 

SECOND INTERIM ORDER 

It IS ORDERED that: 
1. Applicant, Laguna Hills Water Company, is authorized to 

file with this Commission, after the effective date of this order, 
the revised rate schedules attached to this decision as Appendix B. 
Such filing shall comply with General Order No. 96-A. The effective 
date of the revised tariff sheets shall be four days after the date 
of filing. The revised schedules shall apply only to service 
rendered on and after the effective date thereof . 

2. Once the revised rate schedules attached to this decision 
as Appendix B become effective, supplemental rate Schedules 
Nos. 1-$ and 9-MC-S shall thereupon terminate. 

3. Upon the execution of a pension ?l~n as provided for in 
Decision No. 91182 dated January 8, 1980 in Application No. 58275, 
applicant is authorized to file revised rate schedules incorporating 
the rate increments set forth in Appendix C to this order. Such 
filing shall comply with General Order No. 96-A. The effective 
date of the revised schedules shall be four d~ys after the d~te 
of filing. The revised schedules shall a1'1'ly only to service 
rendered on ~nd ~fter the effective date thereof • 
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4. Applicant shall make all reasonable ~fforts to obtain 
reimbursement of its expenditures incurred in determining whether 
Reservoirs R-3 and R-4 could be safely employed for water service. 
Commencing three months from the effective date of this order, 
applicant shall advise the Commission staff of the action taken 
~nd shall continue to advise the staff of the status of the matter 
until such efforts are concluded. Should applicant obtain a 
re~bursement of its expenditures in this ~t:er, applicant s~ll 
advise the Commission staff and propose appropriate refunds and 
rate reductions. 

5. Application No. 58440 and Cases Nos. 10578, 10595, 10604, 
10605, 10606, 1060/~ and 10610 remain open and are consolidated 
with Applications Nos. 59023, 59032, and 59051 and Cases Nos. 10757 
and 10764 for further hearing. 

The effective date of this order is the date hereof • 
The effective date of the revised r~tcs sh~ll be July 1, 1980. 

Dated ______ J_U_N_l_7 __ 1_S8_0 ____ , at San Francisco, California. 

\ /d:dent 
')!....eA./l~. ,. / ~:...(_~ 

. ~ \/ 

-
, . 

Co=m1~~1onor R1e~rd D. Cr~volle. be1ng 
noeoss~r11y ~b:ont, ~1d not p3rt1e1p~to 

_ 30- ill .tJ:o ~Si>os1 tiOJl 0: 'th1~ ,Procoo41:lc:. 
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APPENDDC A 

List of Ao~arances 

Applica."lt: Latham & Watkins, by Michael c. Kelcv, Attorney at I..aw, 
for applie~"lt and defendant. 

Complainants: S~ons, Ritchie, Seqal and Stark, by Frederick L. 
Simlnons, Attorney a-: Law, for Lawrence T. Solomon, K. 1... Leyva 
Trust, La-w:-enee Solomon and Stanley Solomon, Greenville Develop
ment Company, Syd Carnine, and Stanley Solomon; and Arthur H. 
Burnett, for himself. 

Protesta.."lt: Martin E. Whelan! Jr., Attorney at Law, for Professional 
Community ~anaqemen~, Inc., Golden Rain Foundation, and Mutual 
Housinq Corporations Inside Leisure World. 

Commission Staff: Grant E. Tanner, Attorney at Law, and A. V. Ga=de • 
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APPENDIX B 
Po.ge 1 of 4 

Schedule No. 1 

GENERAL METERED SERVICE 

APPLICABILITY 

Applicable to 0.11 general metered wo.ter service. 

TERRITORY 

E·l Toro, Lo.guna Hills, Rossmoor Leisure World, and vicinity, 
Ora:lgc County. 

RATES 

Service Ch~rge: 

For 5/B x 3/4-inch meter · . . . . . -. . . . . . . . . . . . . . . 
For 3/4-inch meter · . . . -. . . . . . . . . . . . . . . ~ . 
For l-inch meter · . . . -. . . . . . . . . . -. . . . . . 
For 1-1/2-inch meter · . -. . . . . . . . . . -. . . . . . . . 
For 2-inch meter -. . . . . . . . . . . . . . . . . . . . . 
For 3-inch meter · . . . . . . . . . . . . . . . . . . . . -
For 4-inch meter · . . . . . . . . . . . . . . . . . . . . . 
For 6-inch meter ...................... 

Quantity Rates: 
First 5,000 cu.ft .. , per 100 cu.ft. 
OVer 5,00e cu .. ft., per 100 cu.ft .. 

. . . . . . . . . . . . . . . . . . . . . . . . 
The Service Charge is ~pp1icablc to all 
metered service.. It is a readiness-to
serve cho.rgc to which is added the charge, 
computed at the Quantity Rates, for water 
used during the month • 

Per Meter 
Per Month 

$ 3.20 eI) 
3 .. 50 
4 .. 80 CX) 
6.00 (R) 
9 .. 00 eI) 

$ 

16 .. 00 (I) 
21 .. 00 (R) 
36 .. 00 eX) 

0.862 el) 
0.721 el> 
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APPENDIX B 
Page 2 of 4 

Schedule NOa 9-MC 

METERED CONSTRUCTION SERVICE 

APPLICABILITY' 

Applicable to all measured water ~ervice furnished for 
general conztruction. 

TERRITORY 

El Toro" Lag-una Hills, Rossmoor Leisure World, and vicinity, 
Orange County .. 

RATES 

Quantity Rates: 
Per Meter 
Per Month 

First 9,000 cu.fta or less •••••••••••••••••••• 
Over 9,000 eU.ft., per 100 cu.ft • ............. 

$ 69 .. 00 (I) v 
0 .. 762 (I) ./ 

Minimum Charge: 

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

..... _ ...•.................... 

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

.....•........................ 

.........•.................... . . . . -. -. . ~ . . . . . . . . -. . . . . -. . . . . 

$ 69 .. 00 
l20.00 
203.00 
406.00 
650.00 

(I> ~ 
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APPENDIX B 
Paqe 3 of 4 

Schedule No. 9-FC 

U'NMETERED SERVICE TO TRACT HOUSES DORING CONSTRUCTION 
..;..;.~..-..---- -....... ~.,.;.... -

APPLICABILITY 

Applicable to tract houses :beinq constructed as part of a total 
real estate developcent. 

TERRITORY 

El Toro, Laquna Hills, Rossmoor Leisure World, and vicinity, 
Oranqc County. 

RATE -
For ea~~ sinqle-family or multiple-family dwellinq unit 

for the entire const-~ction period ••••••••••••••••••••••••• 5l0.00 (I) , 

SPEC~ CO~ITIONS 

1. This rate is available only to real estate developers 
who undertake the const--uction o~ all or a sUbstantial portion 
of the houses in a tract'as part of the tract development. It 
does not a~olv to builders of houses in tracts subdivided for ..... 
lot sales .. 

2. ~he water service under ~is tariff schedule applies only 
to use 0: water for construction 0: residences. It does not 
include water usc for slab flooding, for garden irrigation, for 
model homes, or for qeneral tract improvement work. 

3.. All metered services to each and every dwelling unit 
of the development must ~ turned on if spacer service is to ~ 
rendered. 

4. The $10.00 charge shall :be paid prior to construction (I) 
of water facilities in ~~e development • 
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APPENDIX B 
Page 4 of 4. 

Schedule No. 9-FC 

, 

~~TE~~ SERVICE TO TRACT HOUSES DURING CONSTRUCTION 

SPECIAL CONDITIONS - Continued 

s. Spacer service must be discontinued prior to the time the 
dwelling unit or units are occupied and at this time a ~eter will 
be 1nst;1.1led. 

6. The company may discontinue service under this schedule, 
if in the opinion of the company, spacer water is being misused 
or if the duration of spacer water usage exceeds a reasonable 
period of ti:e. In this event I the company reserves the right 
to ~~:all meters in place of ~~e spacers • 

/ 
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APP~DC C 

Laguna Hills Water Com~anv 

AUTHORIZED INCREASE IN RAT~S -
Pursuant to Orderinq Paraqraph 3, each of the followinq 

incremental increases in rates may be put into effect, followinq 
the execution of a pe~sion plan, by fili~q the rate schedules 
which adds the appropriate increase to the rates which would 
other~ise ~e in effect on that date. 

Schedule No. 1 

GEnAAL METERED SERVICE 

All quantities per 100 eu.ft. .•....•....•..•.•.. 

Schedule ~o. 9-MC 

METERED CONSTRUCTION SERVICE 

All quanti.ties over first 9,000 cU.ft'., per 
100 cu.ft ...•.............•.................... 

Per Meter 
Per Month 

S .006 

Per Meter 
Per Month 

s .OO~ 

( I) 

( I) 


