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BEFORE THEE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Decision No.

In the Matter of the Application of )

CALIFORNIA WATER SERVICE COMPANY, a ;

corporation, for an order authorizing ‘

{t to increase rates charged for ) Application No. 36323
water service in Hermosa Beach, }

Redondo Beach, Torrance and vi cinity. )

McCu@chen, Thonmas, Maxthew, Griffiths & Greene,
by Robert Minge Brown, for applicant. :

Grant Community League, inc., by Mary L. Peeler
and Xathrine True, protestants.

Ma, Moran Pajalich, "John F. Domovan and
Caro offey, for the Commission staff.

QPINION

By the above-entitled application, filed November 23, 1954,
California Water Service Company, a California corporation, seeks an
order of this Commission authorizing increased rates on its systen
supplying water to Hermosa Beach; Redondo Beach, Torrance and
xvicinity.

. Public¢ hearings in the matier were held before Commissioner
‘Ray E. Unzerezner and Examiner F. Everett umerson on April 20, 1955,
‘;t Los Angeles and on April 21, 1955, at Redondo Beach.

VL P

Nature of Proceedi_g

N This proceeding, in essence, is but a conzznuation.of the
‘last applzcation on this-system and results from a substantzal cu;-
'tamlment of the supply of water from wells, and the substituzion of
purchased water therefor, in accordance with an agreement among
those drawing well water from the West Basin. This situation,
together with a history of applicant’s system, its rates and other

pertinent data pertaining thereto, was discussed at some length in
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our Decision No. L7673 in Application No. 32885, iSsued September 2.
1952. At that time the acount of pumping cutback was indeterminable.
Nor could the magnitude of additiohal expenses that applicant would
incur in purchasing water to replace the amounts theretofore pumped
be foreseen. .

The litigation mentioned in Decision No. 47673 15 nov et
aéjudicated. The extent of the ultigéte cutoack'to be oédered oy thé
court is not yet known. HdWever, under the terms of an interim
_agreement designed to protect the underground water situation against
further deterioration during the period of litigation, parties who
Qithdraw more than three fourths of the totai wﬁtéf production from
the Wcst Basin will curtail production effective June 1, 1955.
Applicant'° curtailment will approximate a 49 per cent reduction in
the amount of water which it produces oy ‘pumping from wells. It

must replace such well water with water purchased from the

Metropolitan Water District comménciné the same date. Pending com-

pletlon of the litigation applzcant's cutback and ptrchases are
detenmlned by formula and the additzonal costs are therefore Ynown.

In the instant proceeding applicant is eeking an adjust-
ment in rates which would offset the curtailment of pamping and the o
resulting increase in 1ts costs arising from the’ necesszty‘of supply- —
ing purchdsed water. It proposes that this be done by incroaoing the ~
coﬁﬁcdity cﬁarge by 3 cents- per lOC cubic feet of watcr delivered to
ité customers. Ovefall, such increase would amount to a 13 per cent

increase in the average customer's bills.
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Results of Operations

The results of operations of this system, as presented by
applicant in this proceeding, are tabulated belew:

Summary of Earnings
Applicant

: : Year 1953 Tear 1Y54 s dear LYoh
: Ltem : Recorded : Estimated : Adjusted : Estimated

TLISTING RATES L :
Operating Revenues § 680,313 § 729,782 & 705,810 $ 740,340
Operating Expenses 505,890 549,609 543,116 578,993
Net Revernue 174 423 179,873 162,694 161,347
‘Rate Base (Depr.) 2,851,600 3,118,300 3,520,300 3,772,000
Rate of Return 6.12% 5.77% 4.62% O L.28%

PROPOSED RATES ‘
Operating Revenues 797,059 836,201
Operating Expense 592,395 630,759-
Net Revenue : - 204,664 205,442
Rate Base (Depr.) 3,520,000 3,772,000
Rate of Return 5.81% 5 45%

hg is customary in,raté proceedings of this nature, the.
Commission staff undertook 2 conplete réview of appliéant?s éxhibits
and investigated the underlyihg data. 7o the extent that the staff
found applicant's information to be complete and applicant's |
estimates 1o bg acecurate Or reasonable, the staff did}ﬁo@ duplicate
such presentatvion. In a number of particulars the staff study shows
results at variance with those of apﬁlitant. Iz the main and in end
results, however, the differences are within acceptable limits of
accuracy in estimating. In fact; in most componeptsfche staff and
applicant differ vy less-than.l per cent while qifferences in end
results are less than 2/10 per cent. In the e}gmenz of rate base
there are two components of landed capital in which the differences
between the staff and applicant are significant and a considerable
portion of the record in this proceeding concerns the land accounts
of applicant.

Applicant designated six parcels of land, at a total cost

of $11,900 as being nonoperative and reflected az adjustment for such

-3 |
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an amount in its rate base calculations. The staff excluded onme
additional parcel and made a further deduction of §22,266 in rﬁée
base for such parcel.. This additional parcel constitutes a ppréion
of a well field. The wells are scattered over the parcel iz question
aﬁd appiicant has leaﬁed a portion of the ground %o ihe Little League
Baseball group. Under such circumstances it is apparent that the
entire property is not devoted to public gpili:y usage. - For the
purposes of this proceeding the adjustment made by the staff will be
accepted for rate base determination. Should applicant laﬁer turn
the parcel to'uxility usage, it may then be included in rate‘bése;

Of little significance to total amowst of fixed capital,
dollarwise or percentagewise, but of major éggpe.aS-a matter of
principle in this proceeding is a deduction of $21,000 made by the
staff from the land account of applicant because it is asserted that
applicant™s books do not reflect the orig;ga; cost oftéll of the
utility's lands. The recorded investment in lands queétioned by the
staff relates vo lands acquired by predecessor companiés.pribr To
1913.

It is the position of the staff that the opening entries
for landed capital recorded on applicant's books, followiﬁé’aﬁplir
cant's acquisition of the propertiéé ir 1927, were based‘upon:the
then gxisting market values and that the historical cost of lands
(original cost, estimated if unknown) should be sgbstituzéd;thgréfor
for tﬁe purposes of rate fixing. While it is gqne;aliy the poligy of
this Commission to arrive at a rate base which reflects the originél |
cost of the operative properties, it is clear from the evidence in
this proceeding that the original cost of all of applicant’s opera-
tive lands cannot now be determined and that thé finding of a

reasonable rate base herein necessarily will reflect some value other

than phe original cost of the lands in question.
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Wich're;peéé“ﬁb‘£ﬁ§’ia£&'ééébdﬁ%”“fe”appears that for the
recorded balances, which represent the appraised market values for
certain lands as of 1927 as estimated by one engineer, the staff ‘has
substituted other appraised market values. for the. same lands as esti~
mated at an earlier date by othcr engineers. Neither the recorded
balances nor the earlier estimated market values represent original
cost but the staff ‘has adopted the earlier figure, as being more
nearly a true indication of original cost. There is,no evidence,
only conjecture, that such might be the fact.

In the last rate proceeding on this system no adjustment
was made to the “ecorded balances in the land account. Nor was any
adgustment of recorded balances recommended by any of the parties

‘ }

therein, although such proceeding was a conte sted one. Since the

opening entries were placed upon applicant*s vooks in 1927—/apolicant

has been before this Commission ir more than 90 separate formal
proceedings involving its financing, its rates and related problems.z/
In all of the proceedings prior to the one now before us the
Commission has adhered to and recognized the approoriateness of
applicant’s book figures. They have net the zest of review over a
long period of time. At no time has applicant been directed to revise
or otherwise adgust its landed capital accounts on this or on any
other of its systems. There is a very real virtue in maintaining,

and it is in the public interest to have, stability in rate making.

ARl g P he
. - 3

1/ Stemming from tnxs CommiSSion*s Decision No. 19467 in Applica—
tion No. lBSlL issued March 12, 1928.

2/ of these, 39 proceedings have concerned the issue of $78,182, 3gs
worth of seenrities of which 30,952,200 relate to the issuance
of securities for-the purpose of’ refunding other issues previously
authorized by the Commission.

-5a
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On the evidence before us we are convinced that applicantfs recorded
balances in its land accounts are reasonable and should be left
undisturbed.

In view of the evidence, we adopt as reasonable depreciated
raﬁe vases for this system the sums of $3,498,000 and $3,750,000
respectively for the years 1954 and 1955.

Conclusions

Relating net revenues to the above~adopted rate bases
indicates the following:

Addusted Year 195/ Estimated Year 1955

LR R LR Y]

‘Present : Proposed Present : Proposed

Iten Rates ; Rates : Rates Rates

24 B4 % n2

Net Revenue & 162,694 % 20L,66L & 161,347 $ 205,442
Rate Base 3,458,000 3,498,000 3,750,000 3,750,000

Rate of Return L.65% 5.85% Le30% 5.48%

We conclude that applicant is entitled to the rate relief
sought and find that the ratves proposad are reasonable;

Initial billings under the new rates will be prorated
on the basis of average daily c&nsumption. .

In view of the fact thaﬁ‘apﬁl;cant.musc neet substantially
increased charges.gor water purchasés on June 1, 1955 and in view of
the evidence respecting applicancfs need for increased revenues with
wh;ch To meet such increased costs, the order herein will make the
new water rates effective on such date.

Applicant now accords a 50 per cent discount to its
employees. In aqédfdance with the established policy of this
Commissioﬁ; a diééount of 25 per cent will be authorized and suck
reduced-rate service will be made a regular tariff.

At present water rates the cha:ge for a consumption of -
1,500 cubic feet is $3.30. At the authorized rates such charge

would be $3.75 or an increase of 13.6 per cent.

-6-
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Quality of Water

This Commission is aware, and the present as well as the
prior record shows, that over-a long period of time the water served
in this'system has engendered consumer-comblaints with respectfto its
color;, taste, odor and sand content. The validity of most of these
complaints is admitted. Both the Commission's engineers and the
engineers of applicant have attempted to devise economzcally Justi-
fiable means wheredy the over-all quality of the wacer might be
improved. '

The slowly, though continual, worsening of water quality
during the years may be attributed to several factors; but all stem
primarily from over-withdrawals of water from the underground-sﬁpply
in the West Basin. As all well users, and particularly large indus-
trial users, have increased théir punping in the basin, the Qaterf
table has steadily declined and sea water has entered the underground
© supply. As the result of such salt water,intrusion the quality of
the underground waters has deteriorated and applicant has had to
abandon wells élong the coast and drill new wells several miles
inland. The combination of such situation with the necessity that
existing usable wells have had to be overworked in order to meet the
water demands of the consuming public has directly produced the
results complained of. The facts are that whereas about 68;000"
acre feet of water are pumped from the basin each‘year, nature pro-
vides a replenishment of only about 33,000 acre feet. Thisvéefious
deficiency or overdraft brought about the litigation, heretofore
mentioned, whereby court action has been sodght to force the amount
of pumping of over 500 well users in the West Basin to be curtailed.
Applicant herein, the Czty of Torrance and the Palos Verdes ther
Company are those that instituted the litigation in an endeavor to
protect the available supply of the unqerground waters.

The taste, odor and discoloration complained of, arise from

Crenothrix, an iron bacteria. A relative;y pigh4concéntration of

-
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iron and mangancse in water provides. food upon which the bactefia
thrive. Such water, while of undesirable charactéristics, is not:
harmful from the standpoint of health, however. The very fine sand
particles enter the water when pumping is heévy or wells are over-
worked,‘ AlL of these disagreeable characteristics will be graduélly
lessened as punping is curtailed‘and more and more of the purchased

water enters applicant's system. Applicaht will continue its regular |

flushing program and over a reasonable period of time a considerable /

improvement should be realized. The matter, however, will continue /

tTo have the attention of this Commission and our staff.

California Water Service Company having applied to this
Commission for an order authorizing an increase in rates for water
service rendéred in its Hermosa-Redondo District, los Angeles County,
public hearings thereon having been held, the matter having beea sub-
mitted and now being ready for decision,

IT IS HEREBY FOUND AS A FACT that the increases in rates
authorized herein are justified and that the existing rates, iﬁ S0
far as they differ therefrom, are foruthe future wnjust and uwareason-
able; therefore,

IT IS HEREBY ORDERED that applicant is authorized to file
in’quadruplicate with this Commission, after the effective date of
this order and in conformity with the provisions of General Order
No. 96, the tariffs set forth in Appendix A attached %0 this order

and, upon not less than one day's notice to the public and to this
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e
Commission, to .maké such tariffs effective for all service rendered |
on and after June 1, 1955.. A R

| The effective date of this order shall be fourteen days

after the date hereof. =~ : e %
. Dated at San Pranciico - - , California, this /0
day of j7/£/n y *955.

[

Commissioners
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APPENDIX A
Page L of 5

Seredule No. 1

‘Hormmsa—Redondo Tarife Area

GENERAL METERED SERVICE

AFPLICABILITY

Applicable to all metered water service.

-TERRITORY

Within the Cities of Hermosa Beach and Redondo Beach, a portion of
the City of Torrance, and cextain adjaccnt unincorporated territory,
Los Angeles County.

RATES Per Meter
—_— Par Month

Service Charge:

$ 11-50
For 3/UASnCR IOTET vererrnnenannnanaieioas 1.70.
For I~inch znctor'...................... 2.1
For LAeinch MeLer “iveeivcrrniceanaaahs 0 3.35
FOI’ 2-imh meter .c'--c.o-o-.-..oo.....-.-.- L-so
For 2-Ainch DELOr “eceverovcconnvosonane 15.25
For L=inCh meter “esveerorvnvcrsnsiones 2.50
For 6~inch meter . tressercanssasmonscons 31.00
FOI‘ B-inCh meter -..--.,--.-...o----¢--~ uﬁtso
For 10-inch meter vivirnvecenannnstonnas 60.00

Quantity Hate:

For all water delivered, per 100 cu.f%. eenene «15

The Service Charge 13 a readiness-to-serve
cha.rp'e applicable to all metered service and
to which s 2 be addod the morthly charge
computed at the Quantity Rate.
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| Schecules No. 2

-~y

Hermosa=Redondo Tariff Area

PUBLIC FYRE HYDRANT SERVICE

APPLICABTLITY

" Applicable to all water scrvice wendered for public firc protection
o municipal, county, or other political subdivisions of the State.
TERRITORY

Within the Cities of Hermosa Bosch and Redondo Beach, a portion of

the City of Torrance, and certain adjacent unincorporated territory,
Los Angeles County.
RATES ‘ Per Month

For ezeh hydrant owned by the fire protection :
agenCy '.Il.....'ll..‘I..-..'......l.ll.l.‘..'... 51.50

For cach hydrant owned by the WALILY cvevsvencanea. 2.50

SPECTAL CONDITIONS S

1. The above rates include use of wator for fire protection and
for no other purpose.’ For all other use by public agencies or for
water delivered through fire hydrants for any other purpose, charges

will be made therefor under Schedule No. 'Y, General Metered Service.

2. The utility will supply only such water at such pi'cssure as ino.y
be avelileble from time to time as a result of its normal operation of
the system.
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Schedule No, 3

Hermosa-Redonde Tariff Area

PRIVATE FIRE PROTECTION SERVICE

APPLICABILITY

Applicable to all water scrvice rendered for privately owned fire
protection gystems. ‘

TERRITORY

Within the Cities of Hermosa Beach and Redondo Beach, a portion of
the City of Torrance, and certain adjacent wnincorporated torritory,
Los Angeles County.

RATES

For each ld-inch service CONNCCtion viue..sese.. $.2.25
For cach 2-inch service coOmNection .eoevevevn.. 3.00
For cach 3-inch service comnection .....c.e.... 4
For cach L-inch service commection ..eeeeven... é
For cach 6-inch service connection ...eeeee.... 9
For each &-inch servicc Comnection ...veeevenan 12
For eack 10-inch service connection vveveesoeon. %

SPECIAL CONDITIONS .

1. The fire protection service conmecticn will be irstalled by
the utllity at the cost of the applicant. Such cost 3hall not be subject
to refund. : . .
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Schedule No. 3

Hetmosa~Redondo Tardff Area

PRIVATE FIRE FROTECTION SERVICE

SPECTAL CONDITIONS==Contd.

2, If a distribution main of adequate size to servo a private fire
protection system in addition to all other normal service does not cxist
in the street or alley adjacent to the premisos 40 be served, then o ‘
service main from the nearest existing main of adequate capacity will be
installed by the utility at the cost of the applicant. Such cost shall not
be subject to refund. :

- 3. Serviece hereunder is for private fire protection systens to
which no connections for other than fire protection purposes are allowed
and which are regularly inspected by the underwriters having Jurisdiction,
are installed according to specifications of the utility, and are -
pointained to the satisfoction of the utility. The utility may install
the standard detector type metor approved by the Board of Fire Underwriters
for protection against theft, lenkage or waste of water. :

L. For water delivered for cther than fire protection purpcses,
charges will be made therefor under Schedule No. 1, General Metored
Service. :

5 The utility will Supply only such water at such pressure as
my be available from time to time as a result of its normal oporation
of the system. '
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Schedule No. 4

Hermosa-Redondo Tariff Area

SERVICE 0 COMPANY BMPLOYEES

APPLICABILITY

Applicable to water service furrished for domestic wse a2t the
place of residence of the employee.

TERRITORY

- Within the Cities of Hermosa Beach and Redondo Beach, a .portion of
the City of Torrance, and certain adiacent wdncorporated territory,
Los Angeles County.

RATE

The filed rate or rates applicable to the type of service
in the territory where service ic supplied, less 25% discount.




