BEFORE m'ruax.zc UTILITIES -coms' 'sm oy-mt‘. STATE OF CALIFORNIA .

In the Matter of the A plication of ) ‘ L

1 CALIFORNIA‘WAIER.SERVICE COMPANY, ) : U
& coxrporation, for am order author- ) Application No. 42329

1zxng it to increase rates charged ; ‘ Son o

£or water sexrvice in Hermosa Beach,

Redondo Beach, Torrance and vi cin:ityj_

McCutchen, Doyle, Brown & Enersen, by
Robert Minge Brown ond A. Crawford
Green, Jxr., for applicant.

Cz%'{z M. §aro't%an and John R. Gillanders, B
or the Co ss:.on staff o

OPINION

By this applxcatxon, filed June 8 1960 California Water S

Semce Company, a Calirornza corporation, seeks an order of th:is

Commission authorizing :.ncreased rates on its system supplying water' .

sexvice to Hermosa Beach Redondo Beack, ‘:rorrance ‘and vicinity. :

After due not:.ce, publ:lc hearings in the matter were he].d S

on December 1, 1960, at. Los. Angeles and on’ December 16 1960 at San B

| I-‘ranc:.sco. The matter is submitted and ready for dec:z.sion. N
| '.l'he watexr rates nresently in effect on applicant: s system

were authorized by this Commission on May 10 1955 in order to off-_ '

set increased costs of operations then arising from the necessity of o

curtailing pumping from its wells and prov:'.ding purchased water :£n

lieu thereof . Apprommately 70 per . cent of the water requirements

of the system are now met by purchases f,rom the West Basin Municipalﬁ""‘:_i”]

Water D:.str:{ct. Since the 1ast rate proceeding, charges for pur- T

chased water have been 1ncreased in each’ of the years 1957 1958:

and 1960. Fnrther increases °f $2 per acre. foot for. purchased water‘ U

have been announced for 1961 1962 and 1963-
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PrOperty taxes, on a utility‘plant lnvestment which
increased 30 per cent. between 1955«and 1959 have increased‘by o
approximately 65 per cent. Wages have‘increased by about 5-per centsf”f
each year. The costs o£ materials: have also continued to increase. ’Qp' .

. These four maJor classifications of costs and expenses - |
(purchased'water, taxes,, wages and’ materials) have<lowered appli-r.;\””
cant's earnings to a rate of return of slightly over 5 per cent on .

a depreciated rate tase of over $4,&00 OOO.< Applicant seeks to o

-arxest declining earnings and to obtain a just and reasonable returnf?t

on its inveStment. It points to the fact that additions to plant .

dnring_the past five years have averaged approximately $261 OOO each

year and that service for prOSpective new cuStOmers will require d‘ R

similar additions on an annual basis in the future, as showing that ﬂijf’fﬁ}ﬁ

its’ earnings-will continue to decline. “‘ S PR
The water ‘rates which applicant requests would increase the

annual bill of the typical average'water user approximately 19& per

cent. The City of Torrance, within the limits of‘which applicant

provides a small portion of this system 8 service, has expressed

1/ s

opposxtion to. ‘the granting of any increase.

The results of operations of this system, as presented by
applicant, are tabulated below-tl' o '

Summary of Earnin34
Eincant LY

-, Year 1959* - Year 1960 .
Item ' ' Adiusted - Estimated "© .. .. .
Existing Rates . o . ‘¢=,a»:. SR R IR
Operating Revenues == $l 053«3805r‘ | :
jOperating,Expenses e 818 $Q20 e
Net' Revenue: PR ‘_ 234 960ﬁ«,wﬂ_' N
" Rate Base (Depreciated) o vg 4 363‘200;x5;,¢lj:,
Rate of Return A S .43; 5,3gz,gl;¢;j;

Requested Rates o R
Operating. Revenues . o $1 237 710Qu 81,266
Operating. Expenses N . "919] »32000 0 0 946,
Net Revenue. ' B 318 53907
Rate Base (Depreciated) R 4 363 J2060. 0
Rate of Return = - L 7 301;,__u.~.

1/ Resolution No. 3998, adopted June 21, ,19601-\7 e
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The Commission staff undertook a complete review of appl;-i.f.fll”;
cant's exhibits and work papers and investigated the underlying data.
To the extent that the staff found applicant s information to»be com-ffdﬁfdpj
plete and aPplicant s estimates to«be accurate ox reasonable, the |
staff did not duPlicate such presentation. In annumber of detarls i
the staff study Shows results at variance Wlth those of applicant.:a; :"“}ﬂ'
In the main. and in end reSults however, the differences are within‘ R
‘acceptable linits of accuracy in estimating., In fact, 1n.most com-'dv'”a"*
ponents the staff and applicant differ by only about 2 per eent while

differences in end results are 1ess than 2/10 of one per cent.i Bo:h;gﬂj“;fl}

3PP11cant and staff computed federal income tax expense on the-basisifff-l"“‘

‘of liberalized depreciation.. . L S PRSI
- Based upon the: record the CommiSSiOn finds and concludes ifT?gdff?
 that applicant has demonstrated its need for and entitlement to S
‘increased revenues. The water rates whieh applicant haS-proposed o
however, would produce»a net revenue somewhat in excess of that .
needed to provide a fair and reasonable return on this system s 5?1'.‘y"l |
operations Lesser rate increases will be'authorized based upon a RRRR
prospeetrve rate of return, after due- allowance for the declining
trend, of 6. 25 per cent and after an allowance of $2 689 allocable
to net revemue as the net income effect of applicant s sale of _
operative systems and after’ the deduction of the. December 31, 1959
accrued income tax differentzal from the rate base.. Us1ng the test : )
year 1960 as a base, an. initial rate of return of 6.5 per cent will;f'hv'p
produce Such a prosPective rate of return during.the first full yearﬁwfj e
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 $4,413 000.;. | T
| In view of the evidence, the Commission finds as a faet
that the increases in rates and charges herein authorized are Justi-]”i
fied and- that existing.rates and charges, 1n 80 far as they differ ‘

from those authorized herein, are for the future unJust and
unreasonable. o :
L ._3-' i
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The effect of this order is €o prov:tde applicanc with
$113,000 in add:.t:ional gross revenues: annually.\ 'I.'he average water | Con
user, who presently is b:llled $3 64 for h:.s average mom:hly usage, SR

will be billed $4. 06 under the new rates- an increase of 11& per cent. S

‘Based upon t:hejev)i&enee‘and;v,tt‘xe 'f‘i'ndiﬁg.s'fat':‘d:c'eﬁclgs':_{o‘:‘xs‘ S
herein, o o S , . o
1T IS HEREBY ORDERED that Cal:[form’.a Water Serv:tce Company

is authorized to file in quadrupl:f.cat:e w1th this Comm.ss:[on, on or

after the effeccive date of tb.is order and in. conformity w.[th the S
- provis:{ons of General. Order No. 96 the schedules of rates set forth |

in Append:.x A attached to this order and on not: less than five = / E
| days' nocice to the public and to this C:ommission, to make sa:ld .

schedules effective for water service rendered on and aft:er April 1
1961. o o

‘The effective date of this order shall be twem:y days after
the dat:e hereof.‘ '

| ‘Dated at ___ San Francisco Californ:‘.a. this 2’ y /7\’3
day of _ s 1961, s

IR NS
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Schedule No. HR-1

Hermosa-Redondo Tarffs hren
GINFRAL METERED SIRVICE

APPLICABILITY

 Applicadle to all metered weter service.

mn ORY

Within the cities of Hermosa Bea.ch and Redondo Beach, " por'tion R
of the City of Torrance, and cer'te.in adjacent unincorporated te:'ritory*-{? e
in I.os Angeles »Cotmty. o o :

Service Charge.« -

For 5/8 x 3/4-inch meterr_ P R
FOI'.‘ ' 3/44-5.‘30}1 meter .ooq‘...-....o-oo--...'V\v'm‘
For ’ mehm““ ......‘....'..........‘: }‘ R
For C 1'&“‘in°h meter .h.-.'.ott........l..."' ‘
For . 2=ineh meteor ‘ooo-tvo.uo-..tmroov..-‘-:‘
For 3-inch meter teseesnscinsenee l«.lnn'u...\ [
For L-inChmGtﬁ' ooom..o.-ooo..l-oo,o:-;..;-
For é-inch RELOT ssesvsssecsnavscsvecns ;’
For: . &=inch meter [eesesseetssssvesnsene ‘
For - ID—inchmete:r ooo.oooo-oooyo.--oo-oo(.;:‘ '

Quantity Rat.e. ‘ L _ N C
For a.ll water doliverod, per 100 cu. £t ....,."-", o
The Service Cherge s 8 readineas—‘ao—serve ’ﬁ. :
¢haxrge applicable to 2ll metered service:

and to which Is to be added-the nmonthly
cha:ge computod at 'the Quantity Rate. - S




