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Decision No. 42767 

BEFORE TEE PUBLIC UTILITIES CQ!.:r,:ISSION OF THE STATE OF CALI:FORNIA 

In the Xr.at'ter of 

PALOS VEaDBS WATER CO~~~\~, 
a corporation, 

) 
) 
j 
) 
) 
} 

for an order authorizing it ) 
to incre3se rates charged ) 
for water service in the City } 
Of Palos Verdes Estates and .) 
vicinity. ) 

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

Application No. 29703 

Garner-, Lillie,' and Bryant by George ii:. Bryant and 
Charles Peckham, for applicant; Paul Overton and 
Donald Armstrong, City kttorney', for pr~>testants 
City.of pal~s yerdes Estates ~rt~f~loo Verde! 
H~m.~s ASS.C~l~t.'lon; ~<.:.rrl 'I'yl&r for Miralesta: Park 
Recreation and Park'N.:lY i.strict.; Free Peacock) 
Ethel S. Parsons, James P. Gray, .~na ~hlliam 
Ripley Derr, consumers; George Ishibashi for sel£ 
and a group of vegetable grower.s. 

o ? I :J ION -------
Palos Verdes ~lat.er Company, a corporation, owns and opera.tes 

a water works serving domestic) municipal, and irrigation customers 

within the City of Palos Verdes Estates and the Palos Verdes Hills, 

Los Angeles County, California, and filed the above-ent.itled applica­

tion on September 16, 194e, seeking authority to establish an increased 

schedule of rates. Public hearings were held before Examiner Warner 

in Palos Verdes 0:1 February 24 and II'larch 1, 1949. 

Service Area 

The applicant's system serves approximately 840 domestic, 

municipal l and irrigation customers in ~ area comprising some 12,000 

acres of hilly land overlooking 'the Pacific Ocean and located approxi­

mately two miles south of Redondo Beach in los Angeles County. The 

City of Palos Verdes Estates includes approximately 3,000 acres or 
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this area, 1,000 acres of which are presently supplied ~~th water 

through the applicant's system, and in which there are 646 service 
, . 

connections.. Land supplied outside the city limits comprises approxi-

~~tely 1,700 acres with 279 service connections •. About 200 acres of 

this land are in the [.Iiralesta Subdivision with 117 service connections 

therein. It is estimated there ~'ill be an avera~e of 930domesti'c; 

32 muniCipal, and 20 irrigation customers connected to the entire water 

system during 1949. 

Description of System 

i';ater is obtained from two wells 620 feet 'and 500 feet. deep, 

respectively, locatcd just north of Anaheim Street at Gaffey Street 

in the City of :·.'ilmington, and is pUI:lped into a 135,OOO-gallon con­

crete aeration reservoir located at the well site, and is then elevated 

by means of 12 booster pumps into 13 reservoirs and tanks with a com­

bined capacity of 2-1/2 million gallons which supply the 13 service 

zones of the utility. Thi,s 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 300,000. 

feet of pipe lines . varying from one to 16 inches in diameter, of ~'Ihi.ch 

44,560 feet are l4-inch redwooc. stave pipe._ 

In addition to the domestic servi·ce which is supplied to 

the numbers of medium and large homes, ~dth larger-than-normal lots 

and gardens, irrigation service is £urnished for the growing of toma­

toes, peas, and other t~~ck crops, and for commercial flower gr~wing, 

the area being one ,of the most frost-free in southern california. 

Also, water is supplied to a municipally-owned but privately-leased 

golf coursc, and for public park and numerous and extensive flowered 

."l.nd shrubbed park"rays. . 

For the12-month period ending August 31, 1948, domestic 

sales amounted to 25,013,,$00 cubic feet with an annual average of 
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35,500 cubic feet per custooer. Municipal sales, including' golf course 

and fire hydrants, amounted to 9,169,200 cubic feet" and irr±gat±on 

sales \'lere 7,685,000 cubic feet. r::ater losses amounted to 34% ,d'ur1ng 

the year ending 'August 31, 1945 .. This was due, primarily, to the poor 

condition of the redwood stave tr<lnsmission pipes" and to the neces­

sity of frequent flushing of mains, occasioned by heavy slime and 

crenothrix accumulations aggrav~ted by the non-circulating type con­

struction of the system. 

Service r·!atters 

Complaints registered at t~e hearings regarding service 

included those ~~th respect to "too high pressuresr and to quality of 

the water. The company should review these complaints" and reduce 

high pre~sures b~,. the installation of additional "pressure-breaks" 

where necessary. Quality of water has been improved by chlorination. 

The poor quality stens from the aforementioned slimes and incrustations, 

and from the sulphurous character of the waters prevalent in the vlest 

Coast Basin. 

i?est Coast Basin Source of SUEply a.nd Litigntion 

Due to the continued lowering of the und.erground water level 

in the \'iest Coast Basin and the encroachment of salt water therein, 

litigation is now in process in the Superior Court" (California Water 

Service Company, et al, v. City-of Compton, et al, No. 506,806.l.an~ 

the State Department of Public ~'lorks, D,ivisionof \?ater Resources" has 

been appointed referee to report to the Court upon the facts. 

EdwardR. Bowen, Consulting Engineer. for the a?plicant,testified that 
. " 

it is anticipated thfl,t the aggregate draft on the BaSin, as of 1948, 

may be ordered "reduced by 80% or mor~. The date or exact prOvisions 

of any such court order are not predictable, howeve~. 
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Metropolitan ilater District ~'!ater 

In the meantime, applicant intends to apply for water from 

the :.:etropoli tan "!ater District of Southern California through the 

~"·cst Coast Basin !·!unicipal ~later District. The latter District is 

now a constituent member of the former District as the result of pub­

lic elections. Rates in this order ".,rill provide revenues to cover 

some increased cost of ~~ter attendent upon the acquisition-of from 

60% to 80% of the present water supply of the applicant from the 

I.ietropolitan h·ater District. The ouestion was raised as to whe'ther 

or not irm:lediate alignment with !-rctropolitan ~later District would 

jeopardize applicant's ri3hts to take ~ater from its present wells at 

its present rate of production. However, i~ appears that the obtain-, 

" ing of water from sources other tha."l applicant's own wells l even at 

considerabl~ additional cost, is imperative in order to assure all 

customers an a~equate supply of potable ~~ter. 

Summary of Earnings 

E. F. CateY,·Associate Engineer of the Commission's staf~ 

introduced a report which shows the fol1o,,1.ng Summary of Earnings for 

the estimated year 1940 at present rates, and the estimated year 1949 

at present and proposed rates, takil'!g 80% and 60% of water from 

1JIetropolitan \later District. A 1949 estimate introc!ucedby applicant's 

~~tness is also shown for comparison: 
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Operat1ngRevenuea 
Commercial revenue 
Municipal revenue 
Irrigation revenue 
M1ace1laneoU3 
Total Oper .Revenues 

Operat;og Expenses 
Source of BUPPly 
Pump1Dg 
Purification 
'l'r8llS. & dist .. 
Commercial 
General 
Subtotal 

Taxes . 
Depreciation, 5~ S.F. 
Total Oper. Expense' 

Uneo11ectib1ee 

SUMMARY OF :EAl'Ut~. » SINKING !I .. :rOD 
YEARS 19 19 9 

.. ~ .. .",,--- .... ,--...., .. 

: PUC sfAHi ·EXilIBft .. ---:cooIM·EX!jjUT: 
:: : Est1mBted : 
: Eotimated: Estimated Year 1949·" .. ~..: Year 1949 : 
:Year 1948:Pres.Re.tes: ProPOSed Rates, .. : Propoeod 
: : 80% or : 8$ of :. 6<$ or: :Rateo . . 
: Present :"Jater trQm:we.ter !rom:\1ater trom: 64~ W'at.cr' : 
: :Rates : MWl) : MWD : MWD'V'" ,", : .. .-- tram MWD .' 

$ 62,140 
10,440 
14,900 

87,i~ 

51,850- 82, 
~,lOO 7,700 

llJ760 l',~ 
66,710 10~j 

110 120 

10,180 

§g'~OO 1 , (} 

180 

$ 87,920 
19,430 
20,320 

12g1~ 

77,720 
11,500 
13,300 

102,520 
180 

$ 

110,784 

Net Opero.t1D8 Revenue 8,~'" (16,110' 
589 ,500 . 640,600 

21,540 

639,600 
3.4~ 

Rate :easo (Undepree1ated) 

:Rate of Rot'llX'n 
, .. 

l.~ L08s 

(R8!'J1gure) 

a '''' S1:ok"n8 FUDd 

The only significant difference between the staff estimate 

and applicant's estimate is in the allo\o:ance for, and basis of com­

putation of, depreciation annuity. Although the record shows the com­

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

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

considered proper. 
'. 

!.ir. Haggott, president of the company, testified in consid.er-. 

able d·atail regarding the operations of ~he applicant and indicated, ' 

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

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

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

his own salary was $4,800 per year. 
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Protestants clai:n that the original inves~ent 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 thep~oject 
, , 

as reflected in the selling price of the lots. However, 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 

b~en sold and only a small proportion thereof actually have been built 

upon. The record docs show that expenditures for "rater development and 

distribution facilities were Qade by ap,licant's predecessor in i?terest 

as well as applicant itself. The Cotlmission' s staff rate base excludes, 

however, some' $247,000 of "donat.ions in aid of construction" and I'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 221 1924, and have remained unchanged 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 $1.40 per meter 

per month for 400 cubic feet or less. For water in excess of 400 

cubic feet, rates range. from 25 cents down to 12 cents per 100 cubic 

feet. The fire hydrant charge is in two parts, vis.) (1) $2 per 

hydrant for the first 50 hydrants, and (2) 31.50 per hydrant for each 

r,ydrant in excess of 50. 

The,rates proposed by applicant provide for a ~2 minimum 

for 400 cubic feet or less, .with rates which range' from 40 cents per 

100 cubic feet down to, 17 cents. Provisions are also included for 

meters as large as six inches in diaceter. The fire hydrant rate is 

proposed to be ~2 per hydrant per month for all hydrants, regardless 

cf numbers installed. A tlunicipal rate of ten cents p~r 100 cubic 
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f~et ~or stl."f~et s!,rinkling, sewer and. :stre¢t. :flushing, irrigation of' 

Heme Association Golf Course, is excluded from the proposed rat~s. 
Protost::l.nts .:'l.rg:.1~d thr,'t; a,plicant sh0:.11c. enjoy a lower rc.t~ 

ofr~turn thiln other w.j,tcr utility syst~::ts b(::caus(::, they:av~rr.:!d1 it 

w;;.s ~~vclo'Pcd ilS part of a r(!31 estate development. Howe Vcl r , .the evi-

tind acc~~ul~t~d loss~s sinc~ 1941 h~ve amounted ~o ~pproxi~ately 

~75 ,.000. 

It is concluded t::'':4t t!1~ !"lJ.tes ?ropos~d by the ~pplicant will 

not yield en' ~xc~ssi v\:. :r·~t~ of r¢t~rnJ ~d that the ·o.pplicant is 

entitled t.o cel"'t:'l.in r~li6i'. Ou:, ord/~r h~rein ..... 1.11 therefore authori ze 

th~ propos~d r.2.t~s ' ..... !~ich it. is es'ti:n:lt~d .. ·.'i11 increc.sl;;: revenues bas.ed 

on prl;!!':cnt 5:41eo .lpproxi:n:'!t~ly B51,OOO t..::mu.llly. 

o R D E R 
~--- .... ---

" ?.:los Verdes ~·Jat.er Company 1 a corpord.tion, having applied to 

th~ Commission for an order authorizing increas~ in w~ter rates and 

charges, a public hearing having been ~eld~ and the matter having been 

suomitted for decision, 

IT IS F.ERZBY FOur;D AS A F !~CT that the increase in rates 

,~l.lthorized herein is justified; therefore, 

IT IS HER~BY ORDi~SD tha~ applicant is authorized to file in 

qu.:;.druplicate Vrl. th thi s Cc:mnission .c.ft'er the effective date of ttis 

"rdar·, in conformity \>."ith this Cot:l.':lission,s General Ord~r No,. 96, the 

v"~.ch.~dul(: of rates shovm in 'sr.ibit A attached hereto, and, after. not· 
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less t,han five (5) days' notice to the Co:unission and to the public, 

to make said rates effective by billing periods for service rendered 

on ('.:nd after M:ay 15, 1949. 

The effective date of t~is order shall be t\{enty (20) days 

~fter the date hereof. 

at San Francisco, California, this /t? day of 
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APPLICABltI'I'Y 

Sched.ule No.. 1 

Du~'l'IC7 }.:uNICIPAt, ~ IRRIGIo.TluN SERVICE 

Applicable to all water service furnished. on a measured. basis. 

'l'E.RRI'I'ORY 

Throughout the entire service area. comprising approx::i..mately 12,000 acre5 in and 
~bout the city ot Palos Verdes Estates .. the Uiralesta Subdivision and in the Palo~ 
Verdes Hills J Los Angeles Cou."lty. 

~onthly Quantity Rat~s: 

First 400 eu.r~or less •••••••••••••••.••••••••••..•••• 
Next 1,.600 cu.1't., per 100 cu.tt .. ~~ ......................... ~ ••• 
Next 3,.000 cu.tt.,. per loo,·cu..tt~~ .. ~ ••••••••••••••••••• ~·' 
Next 5,,000 cu.rt.~ per 100 ·cu.rt .... ; •••••• ~ .•••••••....• 
Next 40,.000 cu.tt.,. ~r '100 eu.ft ......... ' ................... . 
Over 50,000 cu.ft'.JI ~r 100 eu.ft .................................. . 

For 3!4-inch n:eter JI or smaller .................................. . 
For l-in.ch. ll:)P.ter ............... _~ ••••••••••••••••••• ~ ••• 
For l!-inCh meter ••••••••••••••••••••••••• ~ ••••••• * ••••• 
For 2-irleh. .mete r ••...••••... ., .... -. ~ II .............. '.' ••••••• 

For 3-inch ~ter ••••••••••••••••••••••••••••••••••••••• 
For 4~irlch . .me.ter ..................... .......................... . 
For 6-inch. Jraeter ......................................... ." .... .. 

The 1:inimum. Charge will pntitle the 
customE'r to the Ciuantity 01' 'W~ter which 
that mont1-J.y minimuc charge will pureha~ 
at the Quantity Rate. 

EXHIBIT A 
Page l of 2 

Per ~eter 
Per Month .. 

$ 2.00 
.40 
.30 
.25 
.20 
.17 

$ 2.00 
3.00 
5.00 
7.50 

10.00 
15.00. " 
25.00 . 
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Al'PL!ChBnITY 

Schedule No. 2 

FIRE HYDP.ANT ru. TES - -

• 

Applicable to public tire hydrant service from direct connections todistr1bu­
tion main~. 

TEMI10RY 

Within the city or Palos Verd.e~ ~tates .. 

Per Hydrant 
Per Month 

For each .tire hyd.rant .••.. _ .............. ."............... $, 2.00' 

All hydrants retD8.in the property or Palos Verdes Vm.ter Company. 

EXHIBIT A 
Page 2 or 2 


