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. Decision No. 57~~2 

BEFORt THE PUBLIC UTILITlESCOMMlSSION OF THE STATE OF CALIFORNIA 

In the Matter of the Application of ) 
CALIFORNIA WATER SERVICE COMPANY, a ) 
corporation, for an order authoriz- ) 
ing it to increase r~tes charged » 
for water service in the East Los 
Angeles district. ) 

Application No. 39887 

McCutchen, Doyle, Brown & Eners~, by Robert Minge 
Brown and A. C. Greene, Jr., for applicant. 

Cyr~l M. Saroyan and Jean B. Balcomb, for the 
Commission staff. 

OPINION 
~--..~ .... .--.-. 

~ .. 

Nature of P:roeeeding 

By the above-entitled application, filed March 10, 1958, 

California Water Service C<?mpany, a California corporation, seeks an 

order of this Commission authorizing it to increase rates for water 

service rendered by it in its East Los P~gelcs district. 

Public: Hearing 

After due notice to muniC:ipal and other public officials 

and to the public in general in the East Los Angeles district of 

applicant, public: heari?S in the matter was held before Examiner 

F. Everett Emerson on September 17, 1958 at Los Angeles. The matter 

was submitted on such date. No public official nor any customer of . 

applicant attended the hearing. 

Applicant's Position 

Tbe present rates for water service in this district were 

authorized by this CommiSSion in 1951. In the period of seven years 

since that time, the levels of wages and the prices of materials 

have risen several times. Property tax assessments and tax rates 
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have also risen markedly. Maintenance and replacement costs have 

increased and freeway construction. through the district has OCCa.­

sioned considerable rearrangement of facilities. Applicant's costs 

for electric power have also increased. In short, inflationary 

influences continue and produce declining earnings in the East Los 

Angeles district each year. Applicant alleges that its rate of 

return has been reduced to the point where rate relief has become 

imperative. Applicant seeks s. rate of return which over a tbree­

year period will approximate 6 per cent. 

Rates z Present ar.d Proposed 

Applicant proposes to increase rates for General Metered 

Service, Private Fire Protection Service and Service for Construc­

tion Purposes. 

The proposed increase in General Metered Service rates 

would, for the average customer usage in this district, increase the 

annual billings from $35.70 at present rates to $48.40 at proposed 

rates, an increase of approximately 36 per cent. 

The increase proposed for Private Fire Protection Service 

is to place the cbarge~) for such service at the same level prevail­

ing in applicant1s other districts. 

The increases proposed for Service for Const:tUction 

Purposes is to place the eharges for such service at an increased 

level proportionate to the proposed charges for general service. 

Nature of Evidence 

Applicant and the Commission staff presented evidence 

respecting all phases of applicant's Esst Los Angeles district 

operations. Also, evidence respecting applicant's over-all opera: 

tions, presented on September 10 and 11 during the hearing on 

Application No. 39888, is part of this record by reference. Thus, 
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the Commission has before it in this proceeding evidence respeeting 

all of applicant f $ oper.:1.tions and the results thereof as it pert:.:1.ins 

to the company's financial position. 

The following tabulation will serve to summarize the 

evidence respecting applicant's operations for the estimated year 

1958: 

EAST LOS ANGELES DISTRICT 
SUMMARY OF EARNINGS - ESTiMATED YEAR 1958 

At Existing Water Rates 

Item 

Operating Revenues 
Operating Expenses 
Net Revenue 
Rate Base (Depreciated) 
Rate of Return 

At Apelicant's Prpposed Water RAees 

~ 
Operating Revenues 
Operating Expenscs 
Nct Revenue 
Rate Base (Depreciated) 
Rate of Return 

Findings and Conclusions 

A£plicant CPUC Staff 

$1;,383:,100. $1;,380·,200 
1,150,050 1,139,930 

233·,060 240:t270 
5,9452:.400 5,938,400. 

s.92% 4 .. 057. 

Applicant 

$1,732,120 
1,340,620 

391,500 
5,945,400. 

6.581. 

CPUC Staff 

$1,728,900 
1,330,120 

398.,780 
5,938·,400 

6.721. 

The foregoing tabulation is based on straight-line depre­

ciation for income tax purposes. Applicant elected to use acceler­

ated depreciation for income tax purposes in 1957 and has not yet 

determined to make such an election for the year 1958. Applicant 

is placed on notice el1at the matter of the treatment to be accorded 

depreciation for tax expense purposes has not finally been determined 

by this Commission. It is appropriate, therefore, that applicant 

Promptly notify this Commission of its election, under Section 167 

of the 1954 Internal Revenue Code, for the year 1958. Upon receipt 

of such notice and upon final determination of ehe over-all depre­

ciation matter, the Commission may reopen this proceeding in corder 

to adjust water rates accordingly. 
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As may be d~terminad from :he foregoing ~4bulation) the 

difference between the respective revenue estimates is on the order 

of two tenths of onc per cent. Such difference is well ~lthin the 

licits of accur~cy in any est~ting process. We find that appli­

cant's revenue estimates are reasonable and they are adopted herein. 

Tae difference in estimated operating expenses arises from 

an accumulation of a. number of minor items. However, the major 

differences concern the estimates of purchased and "unaccounted for" 

water and the ~ntcnancc expenses associated with distribution 

faCilities. Ess~tially, the staff and applicant had the same 

recorded data and used the s~ starting point. In view of the 

evidence on this subject we conclude that applicant's estimates in 

this reg3rd are re~$onable and t~~y ~ill be adoptoe hG:ein. 

The staff analysis of direct maintenance expenses 

associated with distribution facilities included a "roll back" of 

present-day labor and material costs into prior years in order to 

determine the activity in the account. The method used has some 

merit, but cross-exsmination of ehe witness reve~ed thattbc: pro­

jection of the 1957 results into the year 1958 was deficient. In 

view of the evidence respecting this analysis as well as the 

evidence respecting recent increases in material costs, we find 

that the reasonable estimated total expense for this account for 

the year 1958 is $126,000 rather than the amount of $119,900 cal­

culated by the staff. 

In view of all of the evidence respecting operating 

expenses, we find that reasonable estimates of the totals of such 
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expenses are $1~150)OOO unaer existing w~ter rates and $1,340,000 

under applicant's proposed water rates for the year 1958. 

With respect to a determination of 4 fair and reasonable 

depreciated rate base, it is noted that applicant and the staff 

differ by only 12/100 of one per cent. While such difference is 

of itself of little significance, it arises essene1ally in the 

treatment accorded contributed plant and in the calculation of an 

al.low~ce for working cash. In our opinion, the staff calculation 

of these items is preferable and produces a reasonable result. In 

view of the evidence we find that a fair and reasonable depreciated 

rate base for the estimated year 1958 is $5,93S·,400. 

To summar:Lze, the Commission finds the following to be 

fair and reasonable estfmates, for the year 1958, of the items 

bereinbelow set forth. 

ADOPTED RESULTS OF OPERATIONS 
ESTIMATED YEAR 1958 

Item 

Operating Revenues 
Operating Expenses 
Net Revenue 
Rate Base (Depreciated) 
Rate of Return 

Present Rates 

$1~3S3)OOO 
1,150,000 

233,000 
5,9381400 

;).92% 

Proposed Rates 

$1,732,000 
1,340,000 

392,000 
5,938,400 

6.60% 

Both applicant and the Commission staff analyzed the 

t1 

trend in rate of return for this district. Applicant's calculations 

indicate an average annual decline of 0.39 per cent, while the staff 

calculation indicates a decline of 0.25 per cent. It is reasonable 

to assume that the decline to be experienced in the immediate £U~~e 

T~ll lie between these extremes • 

. In view of the evidence, the Commission finds that appli­

cant has conclusively demonstrated its need for and entitlement to 

increased revenues in the East Los Angeles district. Further, the 
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Commission finds that the water rates which applicant has proposed 

will produce earnings and a rate of return for the immediate future 

which uc fair and reasonable. It follows ~ therefore, that appli­

cant should be authorized to increase water rates as requested. 

Accordingly, we further find as .a. fact that the increeses in water· 

rates and charges authorized herein are Justified and that present 

rates and charges, in so far as they differ from those herein pre­

scribed, are for the future unjust and unreasonable. 

ORDER 
----~--

California Water Service Company, having applied to this 

Commission for en order authorizing increases in rates and charges 

for water service rendered in its East Los Angeles district, public 

hearing having been held,. the matter having been submitted and now 

being ready for decision based on the evidence and the findings and 

conclusions contained in the foregoing opinion; therefore, 

IT IS HEREBY ORDERED that California Water Service Company 

is authorized to file in quadruplicate with this Commission, on or 

after the effec1:ive date of this order and in conformity with the 

provisions of General Order No. 96, rate schedules as shown in 

Appendix A att:a.ched hereto and, on not less than five days' notice 
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to the public and to this CoulD1ss1on ~ to make said schedules 

effective for water service rendered on and after December 1, 1958. 

The effective date of this order shall be twenty days 

after the date hereof. 

, 1958~ 



APPLICABILITY 

APPENDIX A 
Page 1 or I. 

Scbed:ule No. :&-1 

Applicable to all metered. va:ter service. 

TERRITORY 

The unincorporated commun1 ty ot Eest Los Angele~ and v1c1n1 ty, located. 
adjAcent to the cities ot Los hngeles, Y.IOntebello and. Y~torey Pta'k, Los 
A:oeeles County. 

rutD'S 

Serviee CbMge: 

For 5/8 x :3/4-ineh :meter 
Fcn: 3/4-inch :meter 
For l-ineh meter 
Fcn: l~inch meter 
Fcn: 2-inch meter 
For 3-1nch meter 

......•••.............. 

.....•••••..........•.• 
• ••••••••••••• M •••••••• 

.••.•..............•... 
•••.•.............•...• 
.•.......••.••...••.••• 

For 4-1nch meter 
For 6-1neh meter 
For 8-ineh meter 
For lC>-ineh meter 

••..............•••.... .... ., ................. . 
..•••...•.•..•.••.•.... 
•..........• _ ••...•...• 

Quantity Rates: 
, , 

For the first ~"OOO eu.tt., per 100 ouSt. 
For all aver 30,000 ouSt., per 100 eu.tt .. 

. ... .... 
The Service Charge 13 a resdine:3-to-serve 
charge applicable to 81l metered service snd 
to which is to 'be added. the montbly charge 
cocpute<i at the Qutmti ty ~s. 

Per Meter 
P,r Msm:th 

$ l.90 
2.10 
2.;30 
3.80 
5.70 

lO.5O . 
13.00 
21'.00 
28 .. 00 
.38.00 

$ 0.155 
0.145 
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APPENDIX. A 
P8g~ 2" or 4 

SChedule No. Et-4 

PRIV~TE FIRE PROTECTION SERVICE -

Applicable to aU wate1" :lervice rendered for pr1vo.tely ow.ed :f1re 
protect1en 3y:3tems. 

TERRITORY 

The 'Unincorpora.ted conll.'ll'Ull1 ty or East Los Angela:: and. v1c1n1 ty, loestod 
adjacent to the cities or 1.03 Angeles, Montebello and Mon~y Park, Los 
Angeles County. . 

RATES -
For each li-1nch connection 
For each 2-inch eonnection 
For each 3-inch connection 
F or each 4-inch connect1on 
For each 6-ineh connection 
For each 8-inch connection 
For each 10-1nch connection 

SPECI~ CONDITIONS 

.................... ........ ~ ......•..•. 
••...........•.•..•• 
.................... 
....•.•........•.... 
..•................. 
....•............... 

Per Mouth 

$ 2.25 
3.00 
4.50 
6.00 
9.00 

l2.00 
15.00 

1. The fire protection service connection 'W111 be inst&led b1 the 
utility o.t the co:st or the l!Pplicant. SUCh cost ahall not be subject to 
rettmd. 

2. If eo d:1.3tribution :lystem of adequtrte size to serve (;t private tire 
protection system in addition to all other norm.a:l oervice does not ex:1st in 
the street or s:lley adjacent to the premises to be served., then a zemce 
:lain !:r0lll the nearest exi::rt1ng main of adequate capLtC1 tY' 'W1ll 'be 1n$t8lled 
'by the utility at the cost of the aJ:lpl1cant. SUCh cost shall not be eub-
j ect to refund. 

,. Service hereunder is for private tire protection ~" to ..... hich 
no comection3 for other then tire protection purposes «t'e allowec1 ttnd which 
are regularly inspected by the underwriters hav:L:og j\2X'1sdiction, are 
insUUled aceordi%lg to specifications of the utility, lald l!J%'e ms1.ntL'dned to. 
the satisfaction of the utility. The ut:tl1 ty ':tJJJ:'J' instttll the etGndard 
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f.PPEmjlX A 
Page 3 of 4 

PRIVATE ~ PRQTECTION SERVIC] 

SPECIJt.t CQNDII!O~-Contd. 

detector typo meter "'Ppx'oved. 'b7 the Boerd or Fire Underwri ter~ tor protec­
tion against tbef't, leakage or vaste of vo:ter. 

4.. 'For water d.elivered fer other than fire protection purposes, 
charges will be made therefor 'Under Sc:hed~e No. Et-l, Oeneretl Metered. 
Service. 

5. Xhe utility ~ supply 0Til:y such vater at such pre~sure IJ:3 mt:It:J be 
s.vtJ.i1a.blc frcm time to time ECS S. reoul t or ito normml. operati02l or the 
system. ' 
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APPLIc.mn..m 

APPENDJX·A, 
Ptr8e 4 or, 

Schedule No. Et-9C 

CONSTRUCTION IYI .B!m SERVICE 

Applicable to ell nat ra.te vater, service tor conotruetion ptIr?Oses. 

The Ul:l.incorportrted community of East Los Azlgeles 8:!ld vieini ty', located 
adj e.cent to the e1 ties of Los Angele3, Montebello ISXld Monterey P=-k, Lo~ 
A:cgeles County. 

~ 

For conerete \o17J:lko, :per lO~ sq:.tt. . ••.........••..• $ 0 .. :3:3 

For concrete curbs, per 100 lineal feet •••••••••••• 0.66 

For eonere~ streets or guttero, per 100 ::q.f't. • ••• 0.66 

For street grsd1rlg, 01l1xlg and aspbtrlt ~, 
per 100 lineal faet •••••••••••••••••••••••••••••••• 0.09 

For settling dirt back1"1ll 1n trenchGs four 
reot in depth or less, per 100 l1noal feet ••••••••• 2.50 

For oach addit10nttl depth of' tour teet 
or fraction thereof', per 100 lineSl root 

SPECIAL CcrmrnoN 

...... 2.50 

All servieenot covered by the above ela:ls1f1eat1ons will be 1\1rn13b.ed. 
only on e: metered bs.sb. 


