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Decision No.' 61581···· -------
BEFORE' THE PUBLIC' UTILlnES . COMMISSION OF '1'HE' Sl'A1'E "OFCALIFORNIA:" 

In 'the Matter of the Application of ), 
CALIFORNIA WATER'SWn:CE COMPANY" ,) 
a corporation, for an order, autbor- ) 
izing it ~o1ncrease rates charged ) 
for water servi.ce 'in Hermosa Beach" ) 
Redondo Beach, l'orrsnceand vicinitY.~ 

Application N~ •. 42329' 

McCutchen, Doyle, Brown & Enersen,by 
Robert Minge Brown and, A. Crawford ' 

, Green Jr., for applicant. '. ' , ' 
Cti}l M_;sag0im£ and John R. C:tllanders., 

or teo ssion staff _ ' ," 

o P IN I O'N -' .... - ..... -.. _ .... 
By this applic~ti~n,' filed~JUnei, 1960·," Californi~'W~t~~,'~ ','. 

Service Company, a California, corporat:ton, seeks'an, order of this:' .. ' 

Co:mnission authorizing increased rate~ on its system supp:ty:£ng,~ater: . ", 

service to Hermosa Beach, Redondo Beach, Torrance' and vicinity~' . 

After d~e notice, pub11~ hearings in thematte~'were'held: 

on December 1, 1960, at " Los,.A:c.gelesand on December .16~.1960',~,,:~t 's:~~.· . . '. ... .' . 
" .'., . , !. 

, ,~, .:,co" ". ", .'. . 

Francisco. The' matter is submitted: and ready for'decision' .. 
~. .' • r • 

The water races presently in' effect on applicant IS. system, ' 

were authorized by this Commission on May 10, 1955, in order to' off~: 
, ' ., 

set increased costs of operations, then arising. f:z::om,theneces.s:[tY::~f,' ' 
, ,~. , .. 

curtailing pumping frotl its wells and providing purc:hased~wa~er,:tn 
• 1" .,' 

lieu thereof.,:: Approximately ?O per cent of the :water requirements:':, , 

of the system 'are now met by' purchases' f,:om, the west' BaS1riMun:r~i~.a~, " , 
l '. • -. , '. 

Water District.. Since the last rate proceeding,.charges.: for pur-" 

chased water have been increased, in' ~ach of 'the yea~s -1957'; 19'58: :.' 
'! , '. • ··I~ 

and' 1960. Further iru:resses of"'$2",per acre, foot .for,purchased:wseer: , ' 

have been, annoutlced for '1961,.' 1962 '. and 1963-. 
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Property taxes, on. a util:tty plant investment which .. 

increased 30 per cent.between 1955'" aDd 1959'" have 1ncre~sedby . 

approximately 65 per cent. Wages-have' increased"by about' S.per cent,," 
. '. " ' 

each year. !he costs of materials : ,have also continued·· to'. increase .. ' 

These four major classifications'of"coses a~d,expe~ses,. 
- I . ' 

(purch.csed water, taxes~ wages.' and:' ',materials) have' loweredappli ... · 

cant's 'earnings to a rate of re~ura:.of sli.ghtiYover".>pe~'cent.on 
8 depreciated rate base of over' $4,,400:,.000'.,' Applicant'seeks"to, ..... 

arrest declining earnings and' to obtain a just'and',reas~riable'return ...... 
. . ~ I' I' I 

',,' , 

on its investment. It points to th~ fact that, addft:ioDS:to"plant: 
,,",',",. , .. 

during the past five years have aver~gedapprox1mat'ely$2'61,~OOO'~ea~h 

year aDd that service for prospective new' CU$tomers'W1.llrequire: '<' 
similar additions on an annual baSis .in the' future, as showing· that 

", . 

its' earnings will conti'tIUe. to declille.. ' 

The water rates which'appiicant reque~ts would'ii-lcreasethC" 

armuaf bill of the typical a~erage'water:user approx:l.mately,l.9¥per'/ " 

cent. 'I'b.eCity of Torrance~ within the, limits "of' which. applicant 
. ' r, . . , 

p~ovides a small portion of this system' s : serv:[c~, has ,. expressed' 

opposition to the grant1ngof any :r.n~ease.!/· . .' . 
• " " f", ,"j .", 

The results of operations. .of this system. as .pres,ented,b~' '" 

applicant, are· tabulated below: 

.' S'UXmllary of Earnings 
Applicant' ' 

Item 

Exis.tin~ Rates 
operating Revenues· 

.' Operating'Expenses.' 
Net Revenue .: 

. Rate Base ·(Depreciated) 
Rate of Retuxn .. ' 

R~estedRstes',' 
erst1DgRwenues 

Operaeing:Expenses 
Net .' Revenue' 
Rate: . Base (Depreciated) 
Rate of Return ' 

, 

" ! 

Year 1939 
Adjusted' 

$l,05~)380'; ." 
, 818: 420·',' 

:J " 
.' ' ;. 234 ~960, :: 
4~363~200:' 

'.5.391..':: 

t I.'.""'" 

1:.1 Resolution No. 3998, adopted ,June 21,.'.1960 •.. 

-2-,' ,'. 

. Year 1966 ' 
,', Estimated ',: . 

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

,'.,\" 
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The Commission staff undertook a compl~tereviewof,·aPPli'~.' ;,' 

cant's exhibits and, work p,apers and investigated: the' underlyil'l&:··data .. 

To 1:he extent that the staff foundapplicantrS.informatio~·to"be:com~ 
. /", ." '.' . 

plete and' applicant's estimates',tO' be accurate' or' reasonable)'" the 

staff did' not duplicate such presentation. '. In, s'; .number. of. det'ails:, 

the'staff study shows.' results at variance with"thoseof applicant .. :" 

In the main8:ld in end' results,~,however, the diff~rence$ are'·Within:: 

acceptable limits of accuracy in est:!mating.:· .. In fa~t ... · in: '~st; com':' ... , .,' 
, \ '0, 

ponents' the staff, and ap~licant d1£f~r' by only about 2 ~~":cent:wb.:i:l~' •. · 

differences· in end results are less than2/l0 of, one .per~ent: .. ~th .:' . . .." . 

applicant and staff computed . federal 'incC>me tax expense-on 
,: ... , "'" ,. 

of liberalized depreciation.,' 
. " 

'])ased upon the' record .. the Commission finds. and concludes·' 

that· applicant b~s demonstrat~d. its need for and entitlement": to' '.' 

increased revenues. The water' rateS: which 8pplica~tha$p~opo&ed~·· 

nowever,would produce a net ·revenue somewhat in excess of:that .. 

needed to provide a fair' and reaso~ab Ie ret~ on' this' systerd t s' 

operations. Lesser rate increases' will be' authorized·; based' ~pon.· a 

prospective rate of return, after due allowance for the,declini;';g . 

trend, of 6.25 per cent and after.an allowance' of' $2~689allocable· ., 

to· . net revenue as. the. net income effect of applicant 's saleo~> 

operative systems and after' the deduction of ' the ,December 31 .. ,19'59 

accrued i.ncome tax differential from the rate base. USing the test 
. .. :' 

year 1960 as a base, an initial rate of return' of, 6~5-percent,·w:i.ll 

.~' c) 

produce such a prospective rate of. reram during. the f:trst':'~uli:ye~r'" . 
• ' , Ir .,' 

in ,which new rates may be in effect.. The, CommiSSion finds'.these,'. 

rates. of return to be. fair and reasonable when applied to-the>,' 

adopted rate base of $4,41l~OOO •.. ' 

In view of the evidence) the Commission finds· asa· fact. 

that the increases in rates. and charges herein. authoriz.ed·:arej usti-' 

iied and, tb.9t existing rates and charges,,' insofar as' they. diff~;;' ",.' 

from, those authorized herein.. are" for the future unjust ane!' ..... 

unreasonable •. 
.-3-'· 

>',,0 
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the effect of this order i8 to provide applicant ,With " .. ' '," .,' 

$113,000 in additional gross revenues annually. 'The average water'­

user, who presently is billed. $3.64 for . his average monthly usage," 

will be billed $4.06 undex: the new rates;: an increase ofll~:'pex',.cent':' 

ORDER ........ ...- --
Based upon the. evidence' and .thefind1ngs and concl~sio.ns 

herein~ 

IT IS HEREBY ORDERED thatCal:[fornia'Wate~ se.rvic~ ComPany, .' 
, . . 

is authorized to file in quadruplicate ~with this Commission; . ono~ .. 

after the effective date- of this order and. in c:onformitywith'the :. 
. -.".", " :. .' 

provisions of General Order No.' 96, the schedules of rates',set" forth->: .... 
, '.' '. " , 

i'O Appendix A attached to this order .,and, on not1ess '.' tharif1.";'e ... 

days.' noeice to the public and to this Commission, to- m~ke8~id7 .'. 

seb.ed~es . effective for water ~erv1c:e. rendered ",on and: after April .1; . 
, . 

\ ,~ ," 

.' 

~,:: .. '." 

1961. " >, 
.'! ....... 

. . '. ..' 

The,.effectivedate of this ()rder' shall be twenty days:·'after;. 
" ' ; 

",' "," 

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

-4 .... ' 
""", ' 



. <,' 

A.42329· All 
APPENDJXA 

' .. ,.;< 

, .. / 

. . " . '. . 

APPtICABItl'I'Y 

Schedule N~. ER-l 

Hemosa-Redondo Ta.riff ArM 
GIm'RAL ~mED SERVICE' 

Appliea.ble to all metered- 'W8.ter'serv1ee~' 

mmr,rQRY 

" '.' . 

Within, the e1 t1e~ or- Hermosa. Beach and, Redondo, Beach,; . s:. portion .' " 
or the City or 'Torrance" and eerts.1n adjaeent>unineorporated' terr1toX7> 
in Los AngeJ.e3 County-. 

. ,', 

Service ,Charge: 

. :p~ ;M~te;:< ' 
. Per'M9ntll'; J :" 

,-,," . 

For sIs x 3/~1neh meter ............................., ' . ,: $l;~65' . 
For 3/4-1nch meter .......... ........... ...... .1.90''.;'' 
For J,.,1nc:b.·meter ••••• ................ ...... Z~2O'·· 
For' l~:tneh meter .. ., •••••• ** ••• , ••••••• '.. . 3.~SO, 
For 2 .. ineb.:meter .•• , •• , ........ ' ••••. ,.,........ 4.80" 
For 3-ineh meter ............... eo ........... e.", 9.00'" 
For 4-1neh':meter ......................... 1:3.00::.-.', 
For 6-1nehmeter' ......... ' ........ , ...... ' •.• ' , 19~OO"· 
For 8-inch meter ...... •.•• ........ ... •.• ...... 26..00'-
For lO-1nch meter • eo •••••• , ................ :' . 37.00:, 

Q-uantitY'Ra.te: 

For. all \/'ater delivered,. per 100 cu .. £t •.••• ' •••• 

The Service Charge i.e o.%"Oa.d:t.ness-to-~erve:· . 
ellarge awliea.ble to allmetered,.serviee 
and to which, is to' be IlddecI·the monthl7. 
ebe.l'geeoxnputodat.. tho .Q'lJ8.nt1ty- Rate •. 
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