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Decision No. __42767 @RB[BHNAH-

BEFORE THE PUBLIC UTILITIZS COIMISSION OF THE STATE OF CALIFORNIA

In the Matter of

PALOS VERDLES WATER COMPANY,
a corporation,

for an order authorizing it
to increase rates charged

for water service in the City
0f Palos Verdes Estates and
vicinity. \

Application No. 29703
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Garner, lLillie, and Bryant by George }i. Bryant and
Charles Peckham, for applicant] Paul Overton and

Donald Armstronz, City Attorney, lor protestants
City of Palos verdes Zstates ang Palod Verdes
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Hdﬂés Agsociation; ﬁgg;g_@zlgg'for Miralesta Park

Recreation and Parkway UVistrict; Fred Peacock,
Ethel S. Parsons, James P. Gray, and willliam

nipley Dorr, consumers; George Ishibashi for self
and a group of vegetable growers.

CPINICN

Palos Verdes VWater Company, a corporation; owns and operates
a water works serving domestic, municipal, and irrigation customers
within the City of Palos Verdes Estates and the Palbs Verdes Hillé;
Los Angeles County, California, and filed thé above-entitled applica-
tion on September 16, 1948, seeking authority to establish an increased
schedule of rates. Public hearings were held before Examiner Warnér
in Palos Verdes on February 24 and March l; 1949.

Service Area

The applicant’s system serves approximately &40 domestic;
municipal, and irrigatidn customers in an area comprising some 12;000
acres of hilly land overlooking the Pacific Ocean and located approxi.-
mavely two miles south of Redondo Beach in los Ange;eSCounty. The -

City of Palos Verdes Estates includes approximately 3,000 acrgs_of
- '
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this area, l;OOO acres of which are presently supplied with water
'through the applicant's system, and in which there are 64,6 service
connections, Land supplied outside the city 1imits‘compfiseé approxi-
moetely 1;700 acres with 279 service'connections.. About 206 acres of
this land are in the Miralesta Subdivision with 117 service ¢onnec?ions
therein., It is estimated there will be an a&eragé of 930”domeétic;

32 municipal, and 20 irrigation customers connectednto thé entife water
system during 1949.

Deseription of System

Water is obtained from two wells 620 feet and SQO.féet,deep;
respectively; located just north of Anaheim Street at Gaffey Street
in the City of Wilmington; and.is punped into a 135;000-gallon con~
crete aeration reservoir locatéd at the well site' and is then elevated
by means of 12 booster pumps into 13 reservoirs and tanks with a com=-
blned canaczty of 2-1/2 million gallons whlch supply the 13 service
zones of the utility. This water is pumped from minus 60 feet to plus
1,500 feet in the course of its being delivered to customers. The
transmission and distribution mains consist of approximately-Boo;ooo
feet of pipe lines.varying from one to 16 inches in diameter; of which
L4,560 feet are li-inch redwood stave pipe. |

In addition to the domestic service which islSupplied to
the numbers of medium and large homes, with larger-than-normal lots
and gardens, lrrlgatlon service is furnzshed for the grow1ng of toma-
toes, peas, and other truck croos, and for commerclal flower growing,
the area being one of the most frost-free in southern California.
Also; water is supplied to a municipally-ownéd but privatély-leased
golf course; and for public park and numerous and extensive fiowered '
and shrubbed parkvays. | | |

For the l2-month period ending August 31; 1948, domestic
sales amounted to 25;013,800 cubic feet with an annual'average'of'
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35,500 cubic feet per customer. DMunicipal sales, inclﬁeiﬁg'golf course

and fire hydrants, amounted to 9,169,200 cubic feet,landyifrigaﬁion

sales were‘7,685,000 cubic feet, Water losses amounted to 5&%'&uring_

the year ending August 31; 1948; This was due, primarily, to the poor
condition of the redwood stave transmission pipes, and to‘the‘neces—
sity of frequent flushing of mains; occasioned by heavy slime and
erenothrix accumulations aggravated by the non-circuiating type con-
struction'of the system.

Service Matters

Complaints registered at the hearings regarding service
included those with respect to Moo high pressures” and to quality of
the water. The company should review these complaints; and reduce
high pressures by the installation of additional "presSure—breaks"
where necessary. Quality of water has been improved by chlofinetion.
T@e poor quality stems from the aforemen;ioned slimes and incrustations,

and from the sulphurous character of the waters prevalent in the West
Coast Basin.

West Coast Basin Source of Supnly and Litigation

Due to the continued lowering of the underground Gater level
in the Vest Coast Basin and the encroachment of salt water therein;
litigation is now in proceos in the Superlor Court (Callfornia water
Service Company, et al, v. City.of Compton, et al, No. 506 806) and
the State Department of Public Works, D1V1810n of "ater Resources has
been appointed referee tO report to the Court upon the facts.

Edward R. Bowen, Consultzng Engincer. for the app]zcant testlfied that
it is anticipated that the aggregate draft on the Basin, as of l9b8,
may be ordered recuced by 80% or more. The date or exact prdfiéions

of any such court order are not predietable, however.
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Metropolitan Water District Water

In the meantime; applicant intends to apply for Qater from
the lietropolitan Water Distriet of Southern California through the
*est Coast Basin Municipal Water District. The latter District is
now a constituent member of the former District as the result of pub-
lic elections. Rates in this order will provide reverues to cover
some increased cost of water attendent upon thé acquisition of from
60% to 80% of the present water supply of the applicani from the
Metropolitan Water District. The ouestion was raised as to whéther
or not immediate alignment with Métrbpolitan Water District would
Jeopardize applicant's rights to take water from its brésent‘weIIS‘at
its present rate of production. However; it appears that ﬁhe obtain-;‘
ing of water from sources other than applicant'!s own wells; even at
considerable additional cost, is imperative in order to assure all
customers an acdegquate supply of potable water.

Summary of Earnings

¢

E. F. Catey, Associate Engineer of the Commission's staff,

introduced a revort whichk shows the following Summary of Earnings for

the estimated year 1948 at present rates, and the estimated year 1949

at present and proposed rates, taking 80% and 607 of water from
Metropolitan Vater District. A 1949 estimate introduced by applicant's

witness is also shown for comparison:
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~ SUMMARY OF EARNDNCS
5% SINKING FUND METHOD
YEARS 190G-1649

Ttem
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: PUC_STARF EXHIBIT

!

?

. .
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:Eotimated: Estimated Year 1049. - ..

Eatnmnwd
Year 1949

'Year 1948:Pres.Ratea:  Proposed Rates. .

Proposed

: 80k of : B0bof = 60%0!'

Pregent :water from:water from:water n:'om*

Ratea : MWD T MWD T MWD

l. % "8 09 [

Rates
smpuqur

Operating Revenues
Commercial revenue
Municipal reverue
Irrigation revenue
Miscellanecus

Total Oper.Revenues

Operating Expenges
Source of supply
Pumping
Purification
Trans. & dist.
Commercial
General

Subtotal

Taxes .
Depreciation, 5% S.F.

Total Oper. Expense -

Uncollectibles
Net Operating Revenue

Rate Beso (Undepreciated)

Rate of Roturn

$ 53,860 $ 62,040 $ 87,920 $ 87,920

750 10,440 19,5430 19,430

l’+,9°0 20,320 20,320
Q.

7,970 126,

1&,900
300
77,810

12s,

480
25,180
350
8,820
4 610

30,930
23,670
1,040
9,640
5,000

30,930

23,670
1,040
9,6ho
5,000

23,200

25,220
2,080
9,&0
2,000

from MWD - -

$

1221:,10 ,% 12-,% 12,@ ' ,13.,%
51' / ’ . 2, Tr}m >

5,00 7,700 10,180 11,500

14,276,

11,760 13,300 13,300 1%,300 18,162%
8,710 1'-0'5?")%3'6"' 162,%730“ 102,520 '1'1'6‘,7'81?'"'

110 120 180

180

8,990 (16,110)
589r50_°', ‘6]“01600
1.5  Loss
(Red Pigure)
a 3% Sinicing Fund

21,5h0
639,600
3.4

25,560
639,000

b.oh

18,021
625,496
2.9

The only significant difference between the staff estimate

and applicant's estimate is in the allowance for, and basis of com=~

putation of, depreciation annuity.

pany has never fully earned its “depreciation, with the rate of return

resulting from the rates ordered Lerein, the 5% sinking fund annuity is

considered proper.

e &y B0 e

Although the record shows the com-

lr. Haggott, president of the company, testified in consider-,

able detail regarding the operations of the applicant and indicated,

among other things, that efforts were being made to curtail water losses

purify the water, maintain and obtain an adequate supply and operate

the water system at minimum expense. In this connection, he testified

his own salary was 354,800 per year.

-5
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Protestants claim that the original 1nvessment of 272 000 in -
the water system should not be charged against the customers, but
should be regarded as a part of the general development of the project
as reflected in the selling price of the lots. Powever, no - showing
was made that the system was financed by the customers or property
owners, In fact at the present time but a fraction of the lots have
been sold and only a small proportion thereof actually have:been built
upon. The record does show that exoendltures for water development and
distribution facilities were made by apnlicant's predecessor in 1nterest
as well as applxcant itself. The Commission's staff rate base excludes,
however, some $247,000 of "donations in aid of construction” and “con-
sumers' advances in aid of construction™ where extensions have actually
been financed by the customers and subdividers.

Rates

Applicant's present rates were filed with the Commission

December 22, 1924, and have remained uncﬁanged from that date;;except
that the rate for the golf course was reduced from 12 cents to ten
cents per hundred cubic feet by informal-filing on February 21; 1939.
Present rates provide for a monthly minimum charge of 31.&0 per metef
per month for 400 cubic feet or less. Foi water in excess‘of 400
cubic feet; rates range from 25 cents down to 12 cents per lQO cubic
feet. The fire hydrant charge is in two parts, vis.;'fll $2 pef:
hydrant for the first 50 hydrants; and (2) 51.50 per‘hydrant for each
rydrant in excess of 50.

~ The rates proposed by applicant provide for a 32 minimum
for 400 cubic feet or less, with rates whxcb range from 4O cents per
100 cubic feet down to¢ 17 cents. Prov1smons are also included for
meters as large as six inches in diameter. The fire hydrant rate is
rroposed to be §2 per hydrant per month for all hydrants; regardless

¢f numbers installed. A municipal rate of ten cents per 100 cubic
-6’
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feet f‘or streat 3ﬂr1nkl:s.ng; sewer and stroeld flushing; irr:.;ration of
PErks, parkwﬁys, playgrounds, cchool grounds, and for the Palos Vcrdcs
heme Association Golf Course, is excluded ffom the proposed rates,

Protestants argued: th T &ap licant s&ould cngoy a lower rote

£ r‘c;: urn thon other water ut:x.ll"" '}'steims because, they avc}rr r‘ it
was develoned as part of a real estate'developmcnt. howevcr the evm-
dcncc“$hoﬁs that applicant has never paid 2ny dividends on its stock,
und accurulated losses since 1941 have amounted to wpprowmmatcly

75 000.

It is concluded thas the *; ¢S oropos2d by the applicant will
not yicld an’ excessive rate of rcturn, and that the aopllc ant is
entitled to certain reliéf. Cur order herein will therefore authorize
the proposed rates which it is estimatcd will increase revenues ﬁased

on present sales approxzmﬂtcly ©53.,000 aﬂﬂUQllY-

——

ORDER

Pelos Verdes Vater Company, a corporation, having applied to

the Commission for an order authorizing increase in water rates and
charges, a pubdblic hearing having been heid, and the ﬁatter raving been
suémitted for decision, | |

IT IS EEREBY FOUND 43 4 FACT that the increase in rates
authorized herein is justified; thercfore,

LT IS HZREBY CRDIRED thav applmcént is authorlzed to flle in
ouxdrup;zcate with this Commission after the ef*ectlve date of tbls
order, in conformity with this Commission's General Ordcr No. 96, the

ackedule of rates shown in Sxaibit 4 attached nereto, and, after not




less than five (5) days' notice to the Commission and to tvhe public,
to make said rates effective by billing veriods for servica rendered

on and after May 15, 1949.
The effective date of this order shall be twenty (20) days

after the date hereof.

Dated at San Francisco, California, this J/ﬁﬁﬁfi day of

| g;@gz 0.
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Schedule No. 1

DOMESTIC, MUNICIPAL, AND IRRIGATION SERVICE

APPLICABILITY

Applicable to all water service furnished on a measured basis,

TERRITORY

Throughout the entire service area comprising approximately 12,000 acres in and

about the c¢ity of Pales Verdes Estates, the Miralesta Subdivision and in the Palos -
Verdes Hills, Los Angeles County.

RaTeS
. Per keter
Monthly Quantity Rates: |

First LOO CULt OF 1e5Seeicrcnceceecnnncascccassananne . 52,00
Next 1,600 cu.ft., per 100 L T L L W Re)
Next 3,000 cu.ft., per 100 Cuultiiccveccasracnncssaconne «30
Next 5,000 cu.ft., per 100 CUeflesrivacvecrcssaasenasann 25
Next 40,000 cu.ft., per 200 CUoffeveevens 20
Over 50,000 cuft., por 100 CUefteveesreccascecnceen tenee 17

Minimum Charge:

For 3/h~inch meter, or SMAlleTeceeeceersesocrcscacacnsnse $ 2,00

For l-inch meterececcecccocensnrroncens cesvesvese 3.00
FOr ld=inch meter.c.c.ececececececcsecsonsroccccscnscnas 5,00
For Z2~inch meter...... Geesterscansonnavesessscasensenas 7.50
For 3~inch meter.s......c... tecerecnnne veosesvescsccasss 10,00
For 4=inch meter.....ceveccos. ceecasveesssnssnsnsssccsne 15,00
FOr 6-inch mMetelucseveescceccancssascnsssscncscasnnnems 25.00

The Minimum Charge will entitle the
customer %o the quantity of water which
that monthly minimum charge will purchase
at the Quantity Rate.

EXHIBIT A
Page L of 2




Schedule No, 2

FIRE EYDRANT RATES

APPLICABILITY

Applicable to public fire hydrant service {rom direct connections to distribu=-
tion mains, ‘
TERRITCRY

Within the city of Palos Verdes Estates.

RATES

Per Hydrant
Per Month

FQ!‘ aa-Ch fire hydrant LE A A NEAEE AN RS RS RN RN RS EE RN BN

All hydrants remain the property of Palos Verdes iater Company.

EXHIBIT A
Page 2 of 2




