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LOVEIAND, Commissionor.

OP INTION

Dhis iz o compleint of somo thirty (30) weter coasumers
in the City of Redondo, who are dissatisfied with certain
rroctices of Redondo Weter Co. They allego thaat (a) Redoado -
Weter Co. is cherging exmcectivo rates, (v) that the miafomum
moathly cherge is 400 aigh, (¢) thet seversl minfmum charges
ere cometimes mode with but ono Service instalie&, (&) thet no
regular'dpte for readisg meters hes boea estadlished, (o) thet
20 credit iz givea coazumers who fall to use tiae quoatity of
water pormitted mader the minimum charge oad (£) that there is
a6 rete esteblished Lor vacoat promises. Compleisants ask re-

Lef 1in all these perticulsrs, esvecinlly rraying for rolief
in rotes aad from the multiple minimum chorges assessed 4o
proemises suppnortiag more thaa one bulildisge.
| In the snswer to the coxplaint, defendont comperny admits
certain of the ellogations but donies thot the rates are exces-
cive or even yleld o reasonable profit oa the Zadir veluwetion of
the defendant's proporty. Defeadert asiks for sn lacrease in retes.
General metoring 0F the syétem an&‘conéoquaat changes\

from flat rates to meter schedule ans precinitated this complaint.
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Tn soversl instasces this change hes caused an Lacresse ia
water bHills, especially emong those coasumers wao heve moro
thean one occupield structure upon thoir promisas.

Teore were two hoarings in this matter, oze 2t
Redoado oo October 16, 1916 aad the second in Los LAngeles
ca November 13;-‘, 19l6.

This Commission, uwnder o former proceeding en‘ﬁithd.
Tipplication of the City of Redoado for sn order Lixirg the
velue of cexrtain p;o;ﬁérty 02 tho Redoando Veter Company, &
paolic utility corporstion™, (Opisioas cad Crders of Celiforaia
Railroad Commission, Vol. é, pIs 260 and 435), coused ea in-
vestigetion to bé made of the ﬁroperty 0f the Redondo Water Co.
and thic Commission's hydraulic eaginoers reporited uwpoa the
estimated reaconadle cost new of the provertiez of Redoado Vater

Cos a8 0Ff date” Jeauory 1, 1915, as follows: =

Real Estate, %. 9225
Buil&ings, ‘ 6793
Wells, Y a
2ump I?ita, 6268
Tunnel, 1399
dotors, - 122345;
Purps, ' _ %S
Regerxrvoir, 9275
Welr 2Box, | 42
Paving cut to lay mains, 836
Digtribvution Systerm, 92629
Services, . 8849
Springzling standerds, 1216
NMeters, 1808,
Orgunization exponse, 515
Materisl on asad, 1986
Opfgra'b.x. mzq_ui'omen.t, g..ggg

QfLice ¢ nment, o
$IB5,545

Since the date of the ebove appreisal, the water system

has been metered, there heve been 2dditions to the pipe cystem
sad the reservolr hce beon relaforced with steel asd coscrete.
Nee total sdditions to capital aggregate 20,039 as saown dy
pege 3 of exhibit FL filed by tihis C-ommission'é engineexrs. This
gur, however, includes $1486 for moterial and ‘supplies elresdy
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allowed iz former investory. We £ind thet the following
dedmetions shonld be mede: =

Progpective well sites, $ 1820 Not used and mseful,
Prospective reservolir site, 2225 Not used and umseful,
Portion of Clifton FHeights pipe, 4889 Over built,

2ipe Teomoved, ) 894 Withdrawels,
Duplication oz materisl account, 1486

| notal, 1%L

The net sddition to capital is, therefore, the difference

between $20,039 and the deductions sbove listed, or $8725.

Previously reported, $166,649
'gg;m?ggiziega@eer’s suggeated —
base for net return, $L75,374

The company, through its eagineer, L. R. Bowez, presented
& oxhibit explaining development cost of £19,056 asked Ln sd-
dftion to gbove. DThis amount was computed by considering the
loszes. as shown by yeerly statements of the campsay. Should
thlg Item be included, the gross total would de $194,430, since
there was practicelly an egroemeat between the enginsers as to
the other items of the appreisel. Eowever, the historj of tnis
wtility shows iﬁ to have been started as an 2id to the zale of
Redondo property amd %o allow for losses iacurred in the wbility
business waile lots were belng marketed would be Plocing an
wajust burden upon yreseat consumers. We cannot allow this <tem.

sllowence must be mede in rates to provide funds for
the remewal of parts of the water system, =8 they become worn
out through use or are &iscerded dus 40 ob3olesconce. There Sre
two geseral methods of estimating the samuel sllowance %0 pProe
vide for those expenses. Oze is knowa &S the "Sinking Fund,
Mothod™, Waereby & cortais sum it set scide osch yeor ead bears
componwnd loterest thereafter, until 2% the expirstion of the
tern of a.ntioipe;ted. uselul life of the item, thore i3 a total
gufficient to reimburse the wtility for ﬁb.e expoadituro made
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for that item.

The other method is known &s the "Stra.isht Line ldethod™,
a8, nrov'ides for the retirement oF ce.pi‘tal ev & wniforn rate
each year, the origianl iavestment being re varsed 1o the utility
at the expiration of the catimated uselful life. Then taeo former
metnod of computisg depreciation sllowasce is wsed; interest
.- engvelly oa full investmeat 1s genmorally allowed. Vith the
latter, daterest 1s sllowed upon tho‘resi.&ua-.l velue of the
systen as determined by deducting zncerued depreéiation pa.ymon'::a
from es “‘1matc:d. cost aowse CThoese twe method.s are iz themselves
radic.a"ly different but ia fact rosru.‘!.t in precticelly +he same
return o2 & e;rowing systoms I will recommend 1z tais‘,ca.,a 't:ha.t ,
the sinking fund method be adopted. |

Lpalysis of the proper amount to be set aside annually to re-
tire tae dopreciable vyroperty has been compused by this Conw
migeion's engineers at $2547.4%e This sum Lscindes & liberal
allowesrce Jor the reotirement of the operating eq_uipmen‘t sueh as.,’
auntomonile, etc.

Que 0f the Assistant Auditors of tals Commission made &
thorough examination of the books of Redondo Wetor Coe, 228 Pre-
seated 85 Reilrosd Commission’s exhidit #2, & report mpon tals
lavestigations 2ke Couzmission's oenglneere presented.. an
oxaibit keown as Cormission's exaibit #3, showing & comperison
betwoen (1) the actusl oxpences charged to tho various sccomsts
during 1915, (2.} tho estimetes made by the company?s eagineer
for the coming :}ear and (3) schedule which Commission’s engineers
recompeadeds It will be’nét-s,ced. from tals: exhidit that the
oxpenses of Redoado Water Co. for the yeer 1915 bave gonerally
been accep'ceé. as ressonanble. Deductions have boea made in the
allowaance £or power on accomat of the lanstellation of motors.
The saving ia puxmped water has bees almost 66% of former pumpage.
The irsztelletioz of moters will add to the operating expenses,
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rowever, Lor the aext year.

Defendant company preseated an oxkidit ‘babu:.a'tin.g the

payroll oa maistenence and operstion £or the last three years
23 followes =
1914 - ' $ 8097.09

1915 - ' . 7996.08
1916 - (based oa 9 noaths) 8237.96
- TEASEL 13

‘'

[ 3

Average, | 8110438

DeZendent contenfed thut +tae aversze labor cost skouwld
be allowed 1n fixing rates. An snelyeis of the dota on this
sub ject chows $8620.00 asked by deforleast’s eagineer, while
§7448.48 Ls shown 23 the actusl labor cost in 1915 tokea from
an earlier exhibit. ’.L‘b.ereAha.s evidently beca come ,&u,plicé.tiazi
in the ségresation 02 some 0f tho acoounis. Te shall use $7448.48,

The automoblle expense wes Lound by the Commissioa’s
epglneers to hove beean segregetod oa tae compenyts books to
Tariouns opersting and cozstrucetion acconats. Deprecia.‘tioﬁ
upon the eutomobile iz provided for in the anmuity heretofore
montioned. It will be necessery t0 remove o item of £600
from the cbmpc.ny’s ongineor’s estimate of opere.tioxi erponse
for eutomobile. DThe insurssce on employees has likewise beon
oliminsted because of duplicatioa Iin sccounts.

Seversl extraocrdinary expeased oceured duxizg 1915,
pert of whick expease ghould bo amortized over 'ee'.v'erai.xye&ra.
Such sz item ac the reservoir xepair, densominated by the cole
vexy an extraordinery empense, Soams proporly. added,ns hes ‘:.béen; done
to capital sccownte The other items appear reacsomable.

Dhe gross smounts estimated by the Compaw'é' eogineor
and the Commissiont™s eagineers a3 sufficlent to pay maintensnce
and operation 0Xpoase Were: w

Estix’nra".:o.. by Company’s oanglneer, $15,182.00

T Cormizsionts engineexr, 12,875.35
Aetusl expense 1915, 16,082.42




Tac mein differenceé bevween this Commission*s
enginoers’ estimato and the compeny’s ongimeer’s stimat; ig: -
Doduction im allowable exirsordinary oxpense, $ 500
Duplication of Aute exvense, 600
Dyplication 0% insurance, 150
3zcess labor allowed by Commany's engincer over

1915 labor Ltoms shomn in Exhibit "a-17, 1171
$2229
| Counsel for complainants criticized the ezpensos
a8 chown by the company Lor 1915 but although permitiod to
filo with the Commission hls estimate 02 o proper allowance for
operating ke plant, no ostimate was mede and we infer that he
hog loft hic case.in tho hands of tais Commicsion, Couwncol,
howover, did protest, in a. closing drief, azainct “ho multiple
zinimum charges assessed againit proyerty upon vwhich tahore is
more than ono dwolling.

The mattor of the charge made by water uwiilities
in cacses where more than one house is supplied through the same
soxrvice has‘beon before this Commission'in several fozmal
cases and in many informal controvercies. Seo Treeman vs.

S Zzwin Hedighte Viater Comvany, Vol. 7 Cpinions and Orders of the

Reilroed Commission of the State of California, 418.
 Strickler vs City Weter Comwpany of Ocean Dark, Opinions and

Ordors of the Ratlroad Commiscion of tae State of Colifornia,
423, ond Decision No. 3599, Cacte 908, Belvedere Yator Company,
ratel ond gervice rendored August 26, 1916.

Iz Redondo we £ind o group of ton vungalows furmish~
ed witkh water through one service axnd meter. Taese owagalows
are all under onme ownershipy and %he compary has beorn malking a
ninimom charge for &t loast six oceuvied houzes.

The reduetion of roturns to 4ao utility, 12 the rule

ig adopted of meking but oxne chargo for ocach service inztalled,

hat been computed by the Commission's engineoré from ozkidbit "BT
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£41cd by *tho compeny. It is thercin fouwnd that there would
have boon £203 less revenuc collected dmring Tive cummor months
of 1916 if the multiple minime kad not beon demanded. Admitteod-
1y ‘these promises have their dusiness a.'t o poxdinum in tho Summor,
wivh 11t%lo, 4f any, in mnter. The Commission®s cngimeors
estimate that there would not be ovex $500 roduction snmmelly in
tne rovonwo if the mulitiplo minima were not insisted wpom by the

company. .
2 ~hp wates as ontlined herein are sufficlent 10 ro~

oarn S0 the usility the cum which we f£ind necessary to be received,
sno wumbor of users upon & service will not be releovant {nssmuch
83 tae mse of water will be the basis of tho revemme collected.
The meter rates herein estoblished presuppose ozily one minimum

meter charge for each service commection with tho tility*s meins.

| I+ is necessary to provide the revenue of the éompany,
from metered services, imasmuch as there are but few flat rates
remaining in offcct.

One diffieulty %0 de met iz that there ero dut Zowr

months records of wse in Bedondo wnier <he moter cystem. IN '
s mecessery to uce dets of comparshle commuweities. Ike
Company’s cugineer toox Sante Monica oo typical and tho Commis~
cion®s ongincers examined the records of use at Hermesa Boach
imme&ia‘aely 2d joining Redondo ox the north. ?rom charts supplicd
by the cnginceors, it was shown that vae four months walter use
at Redozdo excecdeld thc yeerly averages of Sante licnice or of
Hexmoss Beach, and ‘cbb.':: use in Sante Monice wac more liberal tron
at Hermoze 30ach. The ostimato of use applied in ostablishe
ing tho rate herein recogrizes az many of the Leatures of all

the ectimateos as can proyerly ve cdopied. .
I £ind that tho dofeondart wvility 19 entitled t0 rocoeive

in ratos the following revenune:-

L & O expence a8 per oxkivit 812,875,235

Annuity 2,347 o bk

7% Interest om §175,374. 12.276.18

Revonues a8 por yoar 1915 vgz'lo:t.%

Hecescary Ineresse, ¥ Gy 9’7:53
.,
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To return this necessary revemue, I £ind the Zollowing schedule
o2 rates just and reasonadble to be collected by Redondo Water Coe
2or water delivered T0 ¢oAsuUNEYSe

Por weter used wp to 300 cubic Lfeet, 33=1/3¢ per 100 cu.ft.
Between 300 cubic Leet aad 1000 cubic feot, 204 per. 100 cusfte
Between 1000 cubic feet and 2000 cubic feet, L7ig per 100 cu.ft.
For use in excess of 2000 cubic feet, L5¢ per 100 cufta

Service 1/2" dismeter or less, $1.00 monthly minimum,
Sexrvice 3/4" dlemeter, 1450 moathly minfimum,
Sexrvice 17 -dismeter, 2.00 noothly minfoom,
Sexvice l1zT diameter, 2450 nonthly mircimuam,
Sorvice 2T dlameter or larger, 3.00 monthly minlimume

Tezxt Clty 1n Blook 216, $£60.00 per zesson, as previously
collected for tho service rendexed to this varisble commnity.

MUNICIPATL RATES: =

15¢ per 100 cubic feat Lor public use including spriokling
charges, and flushing sowers aad streets,

$2000.00 per year for fire protection, including water
vaed for Lires, caid payment to be for not more than
70 £4ire hyiraats, '

$L.50 per moatnr for oach 2dditionel fire hydrant over 70.
Otzer flat rates o3 heretofore in offecte
The meter rates horetofore ia elfect neve been $1.50

moathly minimum and 172¢ ver 100 cubic Leet for water up to 2000

cubic feot, with excess at lO¢e

O R D E 2

2e Ju Murray, ot al, having made complaint ageinst

Redondo Weter Co., alleging uwnjust preotices of said utility, and

& hearing hoving boen held and being fully epprised iz the premdses,
I? IS HERE3ZY FOUID AS A PACR by the Califorais Railroad

Commigsion that the rates herecvofore collocted by Redondo

Water Cos, insofar 28 they differ from the rates hereinzftor

set out in ".:hié order, are wajust cad nareasonable acand that

the rates set out in this order azre Just and reasozsble rates

to be charged oy epplicaant To itz coasumers Lor water.

Bosing its order wpon tie foregoling findlag of faet )

snd the further £isdisge of £act comteised in the opinfon




rrecedling this ordor.

IT IS ZEREZBY ORDERED by the Califoranis RailroodCommission
thav Redondo water Co. ig anthorized to f£1ile witk taiz Commission

the followidg scaedule of rates, said retes to bocome o2fective

o2 end efter Februecry 1, 1917: «

Jor water uged up to 00 cubic fLeet, B33=1/3¢ por 100 ctefte
Betwoen 300 cubic Loet ang 1000 cubic Zeet, 20¢ por 100 crefte
Betweoen 1000 cubic Leet and 2000 cudic feet, ng# per 100 cu.ft.
Jor uze in excess of 2000 cmbic Leet, 15¢ pexr 100 cu.ft.

Esch Sexvice 1/2™ diamoter or less, £1.00 moatily minimum,
Zack Sorvice 3/4" diemeter, 1450 moztialy minimum,
Sech Service 17 diemeter, 2400 moathly mininmm,
Eack Sexvice LW dlameter, 2450 nmoathly miadimam,
Zach Service 2" &lameter, 5«00 moathly minimum.

Services to be installed upon epplication of cossumerse.
Teat City in Bloeck 216, $60.00 por seasos.
YUNICIPAT PATES: - | | |

15¢ per 100 ¢ubic Leet for public uce incluiircg sprinlkling
cherges, and flushing sewers azd streats,
$2000.00 por year for L£ire protection, including water
uzed for fires, said peymesnt to be for not more than
70 fire hydrasts.
$1e50 por montk 2or esch additiozsl fire ayiramt over 70.
Qtrer Llat rates as heretofore in effact.
IT IS EEREEY PURCHEER CRTERED that the complaiat shell be
Gismicced in 2ll respects aot specifically provided for iz this

oplanion ard ordex.

The Zoregolng opinion and orxder aro heredy aprroved aad
ordered filed a5 tho opinion and order of the Dailroad Comzission

02 the State of Califorais.

74
Dated at San Franciceo, thls /7/1”E;§ of Jeauvery, 1917.




