
Decision No. 4.94·10 

BEFORE THE PUBLIC UTILITIES C~~v~SSION OF THE STATE OF CALIFORNIA 

In the Matter of the. Applicat'ion ) 
of NARBONNE RANCH WATER CO. ) 
no .. 2 fo-:: an order authorizing, ) 
increased rates· for water service.) 

Applica~ion No. ,33913 
. (Amended) 

Robert E. Moore~ attorney, for applicant. 
Vll'".. tlnd IVll"s. David .. Fa:!, C.. E. Jeter, iVlr. and 

Mrs. Raymonalrvin, Thomas Rico, Joseph 
t .. Pue:-ta, Mrs. s. M. Freeli;,h, 
NIl's.. Antonio lITorriaga, lVlr.. and IvLrs .. 
Ral~h H. Tintle, prot~stants .. 

Jose~haaer, for Lomita C~~er of Commerce, 
in'terested party.." . 

James F. Wilson and R-. E. Sutherland, for 
the Commission starr. . 

OPINION -- ...... ------ .... 

Narbonne Ranch Wa~er Co. No.2, a corporation, by the 

above-entitled application filed December 1, 1952, as amended 

April 10, 1953, seeks authority to increase rates for water service 

in the City of Torrance and in and aoout the unincorporated town of 

Lomita, Los Angeles County. 

Public hearings in this mat~er were held before EXaminer 

Warner on August 26, 1953 and October 21, 1953 at Los Angeles. 

Several consumers appeared in protest to the application and a . . 
petition signed by 103 consumers was, .filed at the h~aring, also in 

protest to the application. Said protests were based on alleged 

inadequate water service. They complained particularly of 

insufficient water pressure throughout applicant'S entire service 

area. 

General Information 

Applicant's water. sy stem ·...ras installed in 1907 'by the 

original subdivid'9r of this area which is located in the southern 
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part of Los Angeles County and known as Narbonne'Ranch No., 2. The 

system was operated as a lr.ut'Ual water company until 1935 when 

operating procedures were reorganized and the present manage~ent was 
,_. 

installed. As of December 31, 1952, water service was being 

furnished to an average of 695 conS\lIIlers, all ~.f·wh.om, except, four, 

were metered.1I The service area comprises about 360 acres of 

slightly rolling land~ About 15 per cent of the consumers are 

within the limits of the City of Torrance.-

Applicant's principal source of water supply is a 16-inch 

well located within the service area. The pumping plant installa-
. 

tion in said well is automatically controlled and discharges into 

two 100,OOO-gallon steel tanks. The water supply i~ -augmented by a 

connection with the facilities of the Metropolitan Water Dist'rict. 

During 1952, 96.31 per cent of the total water production was pumped 

and 3.69 per cent was p\lrchased from the ~Ietropo1itan Water Dist~ct. 

The distribution system i's, gravity fed from tanks through 

ap?roximately 50,000 feet of pipe ranging in diameter from 1 to 

S inches. The record shows that, the water system was originally 

installed to furnish agricultural service and has been conver~ed 

during recent years to furnish domes~ic service. Many pipelines are 

old, are of inadequate diameter, and are i'n poor c'ondi tion. ,Because 

of this, and the low elevation of the distribution st·orage tanks, 

applicant has had difficulty in maintaining adequa-ee water pressur.e 

. in certain parts of the system. Exhibit No., 10 is a pressure 

recording chart which was placed at an elevated location on Eshelman . 
Avenue :for a 24-hour period, July 14 to July 15 1 195,3:. Said chart, 

indicated pressure variances from approximately 13 to 20 pounds per , 

square inch. 

17 As of the dat'e of the October 1953 hearing, all services were 
metered 'except fire hydrants. 

-2-



:"-33913 ET 
(Amd.) 

Ra.tes 

Applicant f $ present rates were established by Decision 

No. 38130, dated August 14, 1945, in Application No. 26220. 

In support of the instant application, applicant alleged, 

and evidence was introduced at the October hearing to show, that 
• 

its earnings under present rates were deficient. 

The following is a summary of present and proposed ra~es 

for general metered service and fire hydrant rentals: 
.. , 

Item -
Quant i ty Rates 

First SOO cu •. ft. or less ........... .. 
Next 1,200cu.ft., per 100·cu.ft ...... . 
Over 2,000 cu .. ft .. , per 100 cu.ft •••• 

First 500 cu.·ft.· or less ........... . 
Next 1,500 cu.'.ft., per 100 cu.ft .... .. 
Over 2,,000 cu.ft., per 100 cu.ft .... .. 

II.inimum Charges 

For S!S-inchmeter 
For 3/l.-inch meter 
For l-1nch meter 
For l,-inch m·eter 
For., 2~inch meter 
For 3-inch meter 
For l.-inch meter 
For 6-inch meter 

Fire Hydrant Rental 

................ ,. .. . . . . . . . . . . . .. . . . . . . . . ................... 
.' ...... '" .............. . ........ " ........... . 

................... 

.................. . '. 
••• •••••••• ~r ••••• 

For hydrants on mains 6 inches 
in diameter or larger ............. '. 

For hydrant.s on mains 4 inches and 
less than 6 inches in diameter •••• 

For hydrants on mains less than 
4 inches in diameter ................. . 

Per Meter ~er Month 
Present Ratesroposed' Rates 

$ 1.25 
~125 
.05 

$1.25 
1.2" 
2.50 
3.50 
6.00 
9~00 ' 

14.00 
20 .. 00 

$ -

1.25 
:22 
.. 10 

Monthly Charges, 
Present hates Proposed Rates 

$2.00 $3.00 .. 

:3 .. 00 

1 .. 00 3 .. 00 

Tbe record shows that, ,as of the date of the hearing, 

:35 fire hydrants were connected to the system~ 

A consumer water use tabulation for the year 1952 included 

in Exhibit No ~ S, an engineering report on applicant's r,esu1ts of 

operation introduced by a staff engineer, indicates that tbe average 
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. . ,.,., '. 

" f 

, : -
:. ,':~ ':. ~" ','. ~', 

water usa.ge was' about 2,100 cubiC'" feet per mont~. i 1"At t~e' present 
.. . t.. , • : 

• 1· 'It. ~ 

rates the 'charge for 'such 'consumption 'would b,e $2.$0 per meter per 
.. • '., • ''''.1 ~ : .. ' • ' • ~ • 

''; ,- ..... I' ,. 'w • 

month; a~ the proposed rates it would be $4.65, an iricrease of 
i'/ ......... 

$1.S.5 ~·r·:-month .. 
" ' ',. J' •• ' , 

Earnings "',' + , , 

• • .;' j : ; ~" ~. kI> 

Evidence regarding past;. "present,:~nd,;~.stima:ted future 

earnings' was submi tted by appli 9ant~ in 'E~bi ts ,Nos. 1 through 7, 
...... 

and by' a staff engineer in Exhibit No. $.. Such evidence is 
, . 

summarized in the following tabulation •.. 

pummary of Earning,s ,-: 

· · 

· · Item~: '. :: '~'. 
" 

Oper "'!'Reve~ues 
Oper·~';.JExpenses 
Taxes',i r.'~;' ' '", 

Dep.reciation ' ' 
Total: Oper-

" at~ng Exps. 
, Net Revenues 
Rate Base 
Rate of Return 

", 

$19',930 
14 ;11/. ' 
1,3$4, 
2:710 

1$ ,208. 
1,722' 

37,002 
4.65% 

. . 
$19,918 $22;743 

16,S?1'. 17;541 
1,111 .3,168 
1:S60 22200 . 

19,842 22'm 76 ( ) 
.37,002 46,849 

.02% 

(Rea Figure) 

* Not shown 

. . 
$.33;1.38 $.30,960 
17,541 2.5;088 
6;57$ 1;711 
2:200 2 2200 . 

26,319 29,299 
6,819 1,661 

46,$49' '" 14.55% '" 

.' · · · ,. · · · 

Tile staff e'ngineering wi tneS5- testified tha,t> with respect 
~ 

to his estimate oi" operating revenues, he had utilized the consumers' 

use tabulation ;for the year 19.52 hereinbefore rei"e~ed to and had 

added 25 consumers £or the average year 195;). Applicant'S estimate 

of revenues for the year 1954 was based on a consumers' use tabula­

tion ;for the year 1950, and included an estimated) per. cent 

increase in consumers.. The s.ta£! estimate of revenues appears to be 

the more realistic and up to date a~ will be adopted for the 

purposes, of this proceeding., 

Both the sta£f T s and applicant' s witnesses r,eflected 

substantial increases in salaries and wages in their estimates of 

-4- ", 
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operating expenses for the years 1953 and 1954, respectively.' 

Applicant'S wi tne S5 also included increased cos,ts of lll~etropoli tan 

Water District water , power> legal and auditing service, truck . 
expense and office rent in his 1954 estimate of operating expenses. 

These additional increases account primarily for the dif:f'ere~cein 

estimated operating expenses as shown in the tabulation hereinbefore 

contained. It appears that so~e allowance should be made for the 

cost of increased amount s of water purcha,sed from Metropolitan 

'~~ater District, and that some increases in pumping power expense, 

the cost of the current rate proceeding, and increased rent should 

be allowed. These increased costs will be reflected in'the final 

determination of rate of return which follows hereinafter. 

The staff witness testified that he had found app1icant!s 

fixed capital records unreliable and had utilized a Commission 

appraisa.l introduced in Application No. 26220 1 hereinbefore 

:::-eferred to, as a starting point for determining a rate base for the 

insta."'lt proceeding. He testified further that he had made' a. 

physical appraisal of applicant'S dis~ribution pipelines and had 

reduced by adjustments in his exhibit the reco,rded amounts of such 

capital by about $4,000. This witness also testified that he had 

recalculated t~e depreciation reserve requirement according to the 

stra~ght-1ine remaining life method and had also determined the 

annual depreciation accrual according' to the sarue n.ethod. He 

deter:nined that a cou.posite annual straight-line" rezntining life 
, 

depreciation rate of 2.1 per cent was applicable. 

Conclusions 

Applicant'S witness testified that an outside engineering 

consultant had advised him that rehabilitation of ~he water system, 

to provide adequate wat,er service and operating pressures ranging 

from ?5 to ,0 pounds per s~uare inch thro~out the service area, 

-5-
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would cost, about $80,000'. He further testifi edth~t:! with appli­

cant's present earnings it was unable to obtain outside financing 

to effect such rehabilitation. 

The protestant consun.ers who· appeared at the hearing, 

unanimously requested that water' service be in.proved. One such 

protestant suggested that rates be established higher than these 

\ applied for in order to attract capital to improve the system. 

Applic ant f s present and proposed rates are sub,stantially 

lower than those of surrounding utilities. It appears that because 

of applicant's compact service area, its relatively low-fixed 

capital investment, and its economical operations, it is able to 

furnish water service at a relatively low unit co·s.t. 

It is evident that applicant is in need of fi~~cial 

relief'. An average depreciated rate bas~ of $S7,OOO for the year 

1954, which includes applicant'S esti~ated capital improvements, 

is hereby adopted. Applicant will be authorized by the order 

which follows to' file its· proposed meter rates, except that the 

filing of dif£:erent monthly minimum charges will be authorized. 

Public fire hydrant s.arvice and private fire sprinkler service .•. 

schedules, similar to . those now on file, will also·be authorized. 

Schedules other than those contained in Appendix A attached hereto 

appear to be unnecessary under present-day operations. and should 

be cancelled. When estimated operating revenues of ~33,OOO and 

estimated operating expenses of $26 ,900 are related, net ·opera~ing 

revenues of $6,100 will result. Such net operating revenuEI:swill 

produce a rate of retur-n of 7 per cent.· o·n the rate bas.e herein­

before adopted. This is found to be a just and reasom ble rate· of 

return tor the purposes or this proceeding. 

-6-
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Applicant will b,e 

substantial improvements to 

service to all consumers. 

required by the order herein to make \ 

its system in order to provide adequate \ 

The rate base adopted in this opinion I 

includes full allowance for applicantTs estimated capital improve­

ments duri~g 1954 and the rate~ authorized contemplate that such 

improvements will be installed. and that adeq\late service will be 

proVided. It therefore follows, and applicant is so placed upon 

notice, that the continued collection of the higher rates herein 

established is conditioned upon the completion of the improvements' 

during 1954. Applicant will be directed to file reports every 

\ 

90 days, indicating its progress in completing its· construction 

program as outlined by its witness at the' hearing on October 21, 

1953. In the event the improvements are not installed during the 

year or in the event applicant does not make reasonable progress 

toward completion of th'e work during 1954, we will consider reopening 

this proceeding, and re-examining the rate structure in the light of 

service conditions then prevailing, and making such further ord~r 

with respect to rates as may appear to be proper. 

\ 

I 
i 
I 

\ 
\ 
) 

I 
/ 

I 
I 
I 
i 

An application, as amended, having been filed by Narbonne 

Ranch Water Co. No. 2 fo~ authority to increase its rates for water 

service in the City of Torrance and in and about the unincorporat~d 

town of Lomita, Los 'Angeles County, public hearings having been 

held, the matter having been submitted an~ now being ready for 

decision, 

IT IS HEREBY FOUND AS A FACT that the increases in rates 

a.nd charges authorized herein a.re justified and that present, rates 

-7-
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in so far as they differ from those herein prescribed are unjust 

and unreasonable; therefore~ 

IT IS HEREBY ORDERED as follows: 

l.a. That applicant be, and it is, authorized to file 
in quadruplicate with this Commission, after the 
effective date of this order, in conformity with 
the Commission's· General Order No. 96, the sched­
ules of rates shown in Appendix A attached hereto

1 and on not less than three days' . notice to the 
Commission and to the public to make such rates 
effective for service rendered on and after 
January 1, 1954. 

b. That within thirty days after the effective date 
of this order, applicant shall file with this 
Commission four sets of rules and regulations 
governing customer relations, together with four 
copies of a tariff service area map accep:tab1e 
to the Commission. 

c.. That applicant shall file with t.l-J.is Commission 
within forty daysai'ter the effective date of 
this order, four copies of a comprehensive maP6 drawn to an indicated scale not smaller than 6 0 
feet to the inch, delineating by appropriate . 
markings the various tracts of land and terri­
tory served and the location of the various 
properties of applicant. 

2. That applicant s!1all base future accruals to the 
reserve tor depreciation upon a spreading of the 
original cost of the plant, less'estimated net 
salvage and depreciation reserve, over the esti­
mated remaining life of the property; further, .. 
applicant shall review such accruals when major 
changes in plant composition occur and for each 
plant account at intervals of not ~ore than ~ive 
years. Results of these reviews ~hall be sub­
mitted to this Commission. 

:3.. That applicant shall file in writing "With this 
Commission within thirty days after the effective 
da'ce of this order a detailed plan, scheduling 
the improvements necessary to provide adequate 
water service at an average working press.ure 
throughout the entire service area of 40 pounds 
per square inch at consumers' service connections, 
and in no event less than 25 pounds per s~uare 
inch at any consumer's connection. Said plan 
shall include the necessary reconstruction of 
the water mains· to withstand the higher operating 
pressures and the pro vision of storage tanks at 
elevations sufficient to produce such pressures, 
including any otre r new facilities necessary to 

-$-
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be installed, as outlined by the applicant's 
witness at the hearing of October 21, 1953. 
The filing re~uired herein shall indicate the 
estimated costs of these facilities and also 
the' dates when the resp.ective portions 0: the 
scheduled improvements are to be completed and 
placed in operation. 

4. That' applicant shall file in writing with the 
COmmission every ninety days, after the effective 
date of this order, a report of its progress in 
completing the progr~ to improve its entire 
water system referred to in Ordering Paragraph .3 
above. 

The effective date of this order shall be ,twenty days 

after·the date hereof'. 

Dated at ..... "4rd.z~&~ 
day of 4tkiU.-m ';(.£6' , 1953. p 

, California, this 

Pres1c1ent 
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APPLICABn..ITY 

APPENDIX A 
Page 1 of .3 

Sched.ule No. 1 

GENERAL METERED SEfWICE 

Applicable to all metered water ~erviee. 

TERRITORY 

Tho .unincorporate~ town of Lomita and. a portion 01' .the City 01' 
Torrance, los Angele~ County. 

RATES 

First 500 cu.1't. or less •••••••••••••••••••••••••• 
Next l,;OO cu.1't., per lOO.~u~.t't~ ••• ; •• ~~; ••••••••• 
Over 2,000 eu • .t't .. , per 100 ~u.!t~ ••••••• ;;; •• ~ ••••• 

M1nim'um Chargo: 

For 5/s x 3/4-inch meter .............................. , •••• 
For" 3/4-inc:h, moter ••••••••••••• 411 ••••.•••••• : •• ,. 

For l-ir.ch meter ••••••••••••• _ ............ : : .'. 
For 1-l/2-ineh meter •••• ~ ' •••••• e· •••••••••••••••• 

For 2-ineh .meter ........................ " ...... .-
For .3-ine h .mater ........................ II> .' .... . 

For 4-ineh meter ••••••••••.••••••••••••• ~ ••• 
For 6-ineh meter ............................ . 

The Minimum Charge will entitle the COn:5~r 
to the qiWltity or water which tha.t minimum 
charge will purchMe a.t the QUAntity Rates. 

Per Meter 
:psr Month 

$ 1.25 
.22 
.1() 

$ 1 .. 25 
1 .. 70 
3.00 
5·50 
8.00 

15.00 
~.OO 
40.00 

.. 
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APPLICABnITY 

APPENDIX A 
Page 2 or 3 

Schedw,e No. 2 

Applicable to service to publiely owned rire hydrant~. 

TEBRITORY' 

The unincorporated. town or Lomita a..':'ld a. portion ot the City or 'torrance" 
Los Angcle~ County. 

RATES 

For all tire hydrant connection:; 

SPECIAL CCINDITIONS 

•...................•. 

Per Hydrant 
per Month 

1. Bills tor tire hydrant service are paynble in advance. 

2. Water use is.limited to trAt required ror fire fighting purposes 
and a~ ·may be used during scheduled "rire drills. 

3. Fire hydrant heads and. risers shall be instilled and mainta.ined at 
the expen$c or the governmental agency contracti~ tor the tire protection 
service. 

4.. The Company will supply only ~ch wa tor a.t· such pre:J,:sure a.s 1JJlJ.y be 
a.vailable from time to time ~s a result o! its normal opera.tion or the ' 
system. 
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APPLICABILITY 

APPENDIX. A 
Page 3 or :3 

Schedule No... :3 

PRIV A'rE ~ SPRINKl.ER SERVICE 

Applicable only tor water service to privately owned tire ~prinkler 
'Y3tems, where water is to be ~ed. in ease of tire. 

TERRITORY 

Within the unineor~rated territory or Lomta, and in the vicinity 
thereot, Los An8ele, County, Ca.litorni~. 

The charge tor tire ~prinkler service is $1.00 per month per inch or 
diameter or the service. . '. 

SPECIAL CONDIT!ONS 

1. The cuztomer will pay, without retum, the entire cost or installing 
and maintaining the !ire sprinkler service. 

2. The minimum diameter tor fire sprinkler service will Qe 3 inches and 
the ma.x:i.mum c1iameter will 'be not more than the dia.:neter 01' the ma.:i.n to which 
the ,erviee is connected. 

3. The customer's installation must be such a, to effoctively separate 
the tire sprinkler 5~tem from that of the customer1 IS regular 'Water service. 
As a part or the sprinkler sorvice installation there shall be a detector 
cheek or other simila.r device aceeptable to the Company whieh will indica.te 
the uso or water. Any unauthorized use will be charged tor at the regular 
cstab1ishee. ra.te for Genoral Metered. Serviee, Schedule No.1, ana ma.y be 
grountW !or the CompanyT s discontinuing the tire. 3prinkler service without 
lia.bUity to the Company. 

4. There shall 'be no cr03s-eonnections 'oetwt:en the tire ~prinkler system 
,upplied by water through the Company's fire sprinkler service to any other 

. source of ~pply without the s~eitie approval or the Company. This speci!:tc 
approval i1.' given will require., at tho customer f:l expe~e, a.. special dou'ble 
cheek valve 1nsta.Uation or other device acceptable to the Compa.~. ktJ.y such 
unauthorized cros$~onnection may be grounds for immedia.tely discontinuing the 
sprinkler service without liability to the Com]:>any 40 • 


