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Decision No. .70395 

BEFORE r-aEPUSLIC UTILITIES CJ~~aSSION OF 11,E STATE OF CALIFCr~~ 

In t~e ma:ter of the Application ) 
of _ CON'SERVAl'IVE 't·iA'l'E'l.~ ':OKE' .A!~1. 
for authority to increase'rates 
for-metered water service 

Application No. 47708·­
(Filed June 25, 196-5) 

(For aJ)pe~rances, see Appendix A.) 

o PIN ION .' ,,..- ---_ .......... ----

Conservative W~ter Company seeks authority to increase 

i~s rates for water service in the community of Watts where 

approximately 55 per cent of the customers in the community are 

within the' City of Los J.ne:;eles and 35 per cent are in unin­

corpor~ted territory of Los Angeles County and the cit1esof 

Lynwood and South Gate. Durin3 1964, the average number of 

customers was 8,721, and for the year 1966 the ~v~ragc uuQber 

of customers was estimated by the Commission staff to be &,482. 

According to applicant's estimates for ·the year 1966·~ -the' 

increase in gross annual revenues at the proposed rates 

would amount to $42,632, or = increase of 11.7 percent 

over the re-vcnues which would be produced for the year· 1966 
,-, 

at the prescntrates • 
. -, 

- I 

. 
Pu~lic hearin8s were held before Examiner W~rner on 

December 28 and 29, 1965, at South Ga1:e. Of 60 persons 

attending the· hearings. some 44 appeared in protest and about 
•• ,1" 

- .. -..... 



20 testified regarding the quality of water, low pressure, 

discoloration, odor and taste. A petition, containing'some 70 

signatures, protesting the application, was also received~ The 

most general complaint w~s thet the hard water which is prev~lent 

throughout the serv'ice area deteriorates plumbing, fixtures, 

water-using appliances and utensils. A widespread opinion expressed 

at the hearing was that for drinking and cooking purp,oses>, everyone 

buys' bottled water which costs 25 cents a g.:lllon~totalling as much. 

as $10 a month. These costs are. in addition to applicant's 

charges for water service which is utilized 'for gardening" bathing 
" , 

and washing.. Excessive' amounts of detergents are required and 

many customers have installed water softeners on their premises at 

~dditional installation .:lnd operating costs. It was the consensus 

that the customers would not .protest an increase in rates if. the 

quality of water was improved. 

Applicant's present: ra1:es were established in 1963whe:c. 

an'increase in rates was authorized to offset a water pumpingt."lX 

~ssessment. 'n'le first increase in rates since .app-licsnt· commenced 

doing business in 1904 was granted in Augus,t 1960 ~ The' record 

shows th.::.t applicant's present rates and those proposed herein' 

arc.lower in most usage categories tMn the rctes of,the City of 

10s Axlgeles Department of Water and Power which furnishes water., 

service i~ the surrounding vicinities. 
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Tlle £ollow:i.tJ.g tabulation compares the' present .and pro-' 

posed ra.tes, and shows the rates of the City 0,£1..0$ }.ngales: . 

Quantity Rates: 

Service Charge * 
First 200 <=. £OO) or less 
N~"':t 200 c .. f .. , per 100 c. f. 
N'e:...'"t 2,600 coo f .. , per 100 c. f. 
Next 300 c .. f., per 100 c. f. 
Next 6,700 c. f., per 100 c. f. 
Next 20 ,000 c. f .. , per 'lOO c.. f. 
Ne:'t 3,300 c. f., per 100 c. f. 
Next 15'7700 c. f., per 100 c. f. 
Next 20,000 c. f •. ", per 100. c. f. 
Ne.."tt 130,000 c.. f .. I' per 100 c. f .. 
Next 103,300 c. f., per 100 c. f. 
Uext 30,000 c. f., per 100 eoo f. 
Next 3S5,700 c. f., per 100 c. f. 
Ne:tt 300,000 c. f., per 100 c. f .. 
Next 30) 000' coo f. 7 per 100' c.. f. 
Next 970,000 coo f., per 100 c. f. 
Next 33-7 300 c. f. ,. per 100 c. f. 
Over 2,033,300 c. f., per 100 e. f. 

City,of, 
Presen~ Proposed . L •. A .. 

$ 
:fi 

1 .. 25 
.18 
.16 
.16 
.14 
.. 14 
.. 14 
.12 
.l2: 
.lO 
.10 
.. 10 
.10 
.03 
.03 
.08 
.03 

$. --
1.25-
. las. 
.185-
.. 155·, 
.165· 
.155 
.14 
.14 
.14' 
.12'­
.12' 
.12 
.12 
.11 
.11 
.. 11 
.. 09 
.os, 

$: 1.000· 
1.378, 

.. 189 

..189~ , 

.189, 

.16:7 

.157 ' 

.lS,7'· 

.137 

.137 

.l37 

..137 

.137: 

.113 ' 

.113: 

.113" 

.. 113', 

.113 

.09$ 

* Quantity :>..ates. are in addition to the monthly service eh.a.rge~· 

1\0 inexease in m:i:ru.mum chazges is proposed although, as shown, the 

watex U$age entitlement ,d.th the miniJxrum charge under tlle proposed 

rates is 50 per cent less th:ro. 'ltIldcr the present rates. 

The record shows that the aver~ge monthly consum~t1~n is 

approximately 1 1 400 cubic feet per eustomer~ At the present rates; 

the clutrge for such cons'UXllption is· $3.05; .at the proposed rates, 

such ch.arge would be $3.47, a. monthly inCrCll$e of 13:.7 per cent. 

The record shows that on December 23, 1965~ the City 

Council of Los t.ngelcs passed and adopted a resolution requesting 

the Ci1:Y's Departmen1: of Water and Power to enter'into'negotic7.tions 

with applicant for the purpose of acquiring appli~ane;"s eXist~ng 
fe.cilitics within the boundaries of the City of Los Angeles 

so tbatresidents of the Watts statistical area of the City could 
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have their w~ter. supply provided through city-owned facilities. 

Y~ny of the protestant custo~ers expressed a strong desire for 

"city water" because they believed it to be more potable than, 

ane not as hard as, the water supplied by applieantp Clear support 

for this poSition is not found in the record ... 

Applicant's consulting engineer w~s unable to furnish 

the Cotm:li~s:ton w-lth precise wa.ter qualiey data, but in ~bit E 

a:tac.hed to the applicAtion it was admitted that, c:hemic.ally, the 

water falls in a. elas:oification commonly called. :lhard water" 

despite its havi.n3 been mixed with treated .and untreated Co,lorado 

River ....:ater s.upplied through two conne.eti.ons with the: Metropo,litan 

Water Districtfs middle-cross feeder, wbich also furnishes water 

to the Ci'ty of Los }..ngeles Departl:llent ofv1ater and Power's 

Wadsworth ~la:o.t, the. Sout.hc:rn California Water Comp4I1Y's ,.culver 

City 'Water syst~ and to and beyond the City of Santa Monica. 

A "horseoz.ek." estimate w.s.s submitted by '&pplicantfs engineer.ing 

witness that the cost of n w~ter' softening plant would 

approximate $808,000, including the cost of l~nd for the plant 

of about $180,000; that annual operating expenses of the plant would ~ 
~'Pproximate $53,000; c.nd thClt in order toecrn a f3.ir return, 

OlD. increase of 100 pe-r cent in the rates proposed herein would be 

zoequired. 

Exhibit E contains a. S'\.ID:ltlla:rj' of earnings for 'the year 

1964 ad.;usted at p:esent and proposed rates and the years 1965-

and 19G6 estimated at present and proposed rates. E7.hibit No~ 3 

submitted by Commission staff engineers and accountants contains 

a t;Wlm3:<:y' of eS:::liD:J;S for the years 15S'5 and. 1966 .estimated.at· 
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A •• 47708 -,dS * 

present and proposed rates. !t,c earnings data contained in 

E~~bits E and No. 3 are summarized in ~he following taoulation: 

· · -· 
: ':tear 1966 Estimated : 
:~...,;p~r~e:;,,;s;..;;en;,;,:.;;t....;;.;,p..aij;iot;;.;e;.;;s~~_: ProE,osed Ra1':es :' 
:Fer Co. : Per yUC : Per C~. : ~er PO: : 
:Ex. E· : Ex., No.3: Ex. E : Ex. No.3,: -· :. __ ........:I:..;;;t_em;;.;..-. ____ ~: <Io:,P,Q,8:..-..::5:.=,6,L..) -:,! ____ .:..: (),:;P.Q6.;..-..,::5.:;6"",) ...,;::--___ '" 

Operating Revenues 

~eratin& Expenses 
Dep=eciation 
Taxes 

Subtotal 

Net j,peratins Revenues 
. 

Rate B.a.se 

:'~tc of ~eturn 

$36.5,,300 

268,224 
33,111 
3&z 703· 

$338,038 

$ 27,262' 

$974',569 

2.aO% 

$3"52,330 

262',140 
36,820 
36z160 

$335,120 

$ 17,260 

$954,620 

1 .. 8,1 •. 

$407,932 $403,240 

268606, 262,140 
" 33:,111 36,820' 

45~ 672- 4>z480· 

"347' 380-~ ,;1. $348,440'~ 

$ 60,543· $ .54 800, , 
.,' 

$974',569 . $9S4~,620 

6~21% 5.7'. 

There is no substanti~l difference between the earnings' 

estimates submitted by. applicant and staff, except that the s·taf£: 

estimates of revenues have taken into consideration. the loss ~f' 

customers in August, lS65, whereas applieant I s estimates were' 
. . 

prepared before t:1at date and have not considered such loss .. 

A princip~l c~us~ of the low earnings esticates ~t 

present: r.:.t:cs is the increased cost of w~ter purcha.sed £:00. 
. . . ,. 

:Metropoli't~ W~ter District. About 20 per cent of' applicant's' 
,. '...' . 

'Water sold is' $0 ,pu=cMsed.:. The' '£QllowinS is,.'tl. rccap1:tulc.tion of 
, . . 

, 'f 

" . 
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. . A. ~770S' - 'dS * 

costs of w~ter purchased end to be purchcsed by ~pp1iccnt from 

Central :acoin Municiplll Wctcr District, .Q. mctlber ~gcncy of MWD, 

through~pplie3nt' s tt.:o connections therewith: 

Period in Effect 

7-1-57 to 6-30-58 
7 -1.-58 to- 6-30-60' 
7'-1-60 to 12-31-60 
1-1-61: to 12~31-61 
1-1-62 to- 12'-31-62 
1-1-63 to 12-31-63-. 
1-1-64 to 6,-30-64 
7-1 ... 64 to 6-30-65, 
7-1-6S'to 6-30;"66 
7-1-6~ to' 6-30-67 
7-1-67 to 

Price Per Ac.re Foot ' 
Filtered'softeneaand . 
. 'Water Filtered: 'ira.ter., 

$30.00(09.) 
31.,00 
34.00 
37.00 
40.00 

'. ' $23~~OO ',' " 
26,.00',:, .. 
24.00,,' 
26: .. 00;."::, , 
28:.:00,: 
30.,00; 
33.00;;,/ . 
35~00;: 
38:.00'1, 
41.06' 
44.00, 

(a) During the months of J~uary) February and 
~~rch 1964, the ~~'ro middle cross feeder 
c~rried "softened and filtered waterH and 
cost Conservative $33.00 per acre foot. 

Increased labor costs due to wage increases. and the need 

for an .:.ccountant-boold,(eeper are another prinCipal cause of appli .. 

cant's csti::la:tcd' low c.::.rnings •. The fa-ct, of .'lnd need for such 

increases ~cre'uot seriously disputed' by the st~ff. 

The Commission staff accountant testified that in his 

opinion the rates of return and earnings on equity capital 

resultinS from the rates proposed by applicant a:e not unreasona·ole, 

and he recommended tha: the proposed r~tesbe granted. 

'rae Commission finds that: 

1 ... 'l. The rate of return ~lhich would be produced for the, year 

1966 estimated at the present r.ates is deficient and applicant 'is 

in need of and entitled to finanCial relief a.nd the rates Froposed 

in the application would not produce an excessive :ateof·return: 

-6-



.A. 47708 - * .-

b. Tne increases' in rctcs and ehcrg~s cuthorizcd herein 

are justified, and they are reasonable. The present rates and 

charges, inso:3r as they differ from those herein presc=i~d, 

are for the future u:njust anel \,ll'lreasonable. 
,/ 

2. The qua.lity of water furnished by applicant is hard 

and is believed by a majority of appl!cant's customers to be 

unusable ~~d unpotable causing the customers to purc4~se bottled 

water for cooking and drinking at costs which amount to as mtoch 

a$, if no~ more tban, their regular water ~ills. 

3. TQC City Council of los Angeles h~s rcquected 

the city's Dcp~rtccnt of W~ter ~d Power to cnter into 

negotiations to acc;,~:r.=e applicant f s water system £,acilities 

within the city limits, thus potentially affecting approXimately 

65 per cent of cpplieant's customers. 

4. Most of .:lpplic.mt f s cus,tomers would prefer city water, 

~hich ma1 or may not be of better quality, although the cityf s 

rates for water service in most instances would be higl~er than 

those authorized hc:ein. 

5. It is re~sona.ble and in· the public interest that appli ... 

cant be directed to study the method and costs of improving the 

quality of its water,. and to file a report thereon with: the 

Cotr.::nission wi thin one hundred twenty clays. 

It is concluded that the 3pplication should be granted 

and that the report on the method and costs of improving the 

water quality should be·filed. 
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" A. 47708 ** 

CR:OER 
--..,~-.-

IT IS· ORDERED that: 

1. After the effective date of this order, Conservative 

Water Company is authorized to file the r~vised rate schedule 

attached to this order S$ Appendix B. Such filing shall comply 

~th Genera.l Order No. S6-A.. The effective date of the revised 

schedule shall be April l, 1966, or four d~ys after the 

date of filing, wh~chevcr is later. The revised schedule shall 

apply only to service rendered on and after the effective date 

thereof. 

2. For the year 1965 applicant shall apply the dep·reciation 

:ates set forth in Table 3-A of Exhibit No.. 3.. Until review 

i:ldicates otherwlse, applicant shall continue to use these rates. 

Applicant shall review its depreciation rates at intervals of 

three years and whenever a major cr.a.ngein depreciable' plant 

occurs. P.nyrevised depreciation rates shall be determined by: 

(a) Subtractin~ the estimated future net 
salvage ano. the depreciation reserve 
from the original cost of plant; 

(b) Dividing the res'.llt by the' estim.sted·, 
re~ining life of the plant. 

(c) Dividing. the quo,tient by the original 
cost 0'£ plant. , . 

The results of each re~ew shall be submitted prom,tly 

to th~ Commission. 



3 •. Applicant shall, within one hundred twenty.days. after' 

the effective date hereof, file with the Commission in writing , . 

a report on a study of the method and costs of improving the 

quality of its water served.. Following rece1pt of 

such report, the Comc1ssion may reopen·chis proceeding for 

further bearing. 

The effective date of this order shall be twenty days . 

after the date hereof. 

Dated at ~.~ .. ....J California,. this· /~'" 
day of ___ M....;f.,.;..:.P.;.;;,;r;J1~ __ ~~ 1966;_ 

ent 

. " 
.. -

....... 
.. '1' 

. . .. .' ... ..... 
_/ :' ....... -..r',.. 'fI~~ .. , ,.: ... . 

commissioners . 

Comm~SS1oner W1111amM. Bennett. being. 
neceo~ari1y ab:ent~ -did-not. r>art1c1pa.te 
kl the d1:lpOS1 t10n . ot th1£ procoGcU,.Q4I_, 

-s .. 



A. 47708 

APPEARAl~ 

APPEl'IDIX A 

,:>'Y.elveny Sc l't.yers, by Lauren M. 'li1ri3ht, 
for applicant. 

Ida M. Dickerson,. for Good Neighbo:r of 
LOs kigeres; r:ill~an Green; Alfred 
'La't-r.cence; 111%' s • tv'.iac Stevey ; !:o!ary J:2e 
Rc&ol; RubX t:toods; . on Stewart; 
~~S. D. F. hepoorn; Edward Treadway; 
~~S. Luz 3ustaman~e; EvelXA ~cGrann; 
Natl"'ian'Johnson; otrs IOftl.s; A. ? 
~irliamson; Dolores Tilden; L: ~.~ance; 
jannie l ... .o·let; f'zs. Irene f,.1inbusfi; Dan 
ti!in5ush; l~L. H. Darw-.t.n; 1"lagZl.e ?etrj; 
!:eon G. Jefterson; Idell A. 3a'i:eman, for 
~~ntral Gardens; Selv4na Fer8¥son; Edward 
Harris; 'toTillie Blackmon; utyses ?;lael<mOn; 
~leo RO$an; Belen juan~ta-Scott; 
!yxs. Winn'l.e V:-JOrden; 2essie Cohens; 
john J. cato; 1"zs. Lula f~e Clouse!!; 
'ttiartha h. SOuder; Reverend hoses L. Price; 
Alz~aa Clark; ~~r~a Pearl ~ccane 6rown; 
~irs. Robbie 'Hard;' ~1rs. Ardala Johnson; 
Ivirs. carrl.c 3. Fitch; l.¥;rs. Edith N. 
Mc!<inney; 1I'Jrs. Cheatom;::\.everend 'ih.lliam N. 
I<riox; Calvin K. Harrison, for Unl.ty Servl.ce 
~o:rp.; A. N. :t!istman; and ~!%'S. Shirley 
S~~ncer fatlor; protestants. 

R.. RusseF, 0)1 1<. D. Walpert, for the City 
of Los Angeles; ~chard 3. leeler, for 
Department of rtiater )I. Power, City of Los 
Angeles; Almer Dismuke; and Robert T. 'Hall; 
interested parties. 

Chester O. Newman and Rarr.nd E.. Rey'tens, 
for the commission $ta • 

. . 
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A.4A·· 
APPENDIX B 

Schedule No. 1 

APPLICA.BILITY 

Applicable to all metored water servico. 

TERRITORY 

Portions of: Los Angeles, Lynwood,. South Ca.te and vicinity, Lo3. 
Angeles County. 

Quantit7 Re.tes: 

First 200 cu.f't. or les5 ••••••••••••••• 
Next. 2,800 cu.f't., pc::- 100 cu.i't •••••••• 
Noxt. 27,000 cu.f't., per 100 cu .. !'t ......... . 
Next. 40,000 cu.f't.,per 100 cu.i't ........ .. 
Next. 630 ,000 eu.f't., :p$r 100 cu.::f"t.. • ....... .. 
Next. 1,300,000 eu.f't, •. ,. per 100 cu • .f.'t •••••••• 
Over 2~OOO,OOO· eu.1't., per 100 ou.£t ........ . 

~.dnim1Jlll Charge: 

For ;/8 x3!4-1nch meter ....................... . 
For' .3/4-ineh moter ...................... .. 
For l";ineh' meter ..... '.. • • .. • • • • • .. ... • •• ' 
For l~ineh meter ......................... . 
FC"r 2-inchmetor ..................... . 
For 3-fneh meter ., ••• , .......... ~," ......... . 
For 4-ineh metet' ................. ~'" .' ..... . 
For 6-ineh 'meter .' ..... ' ................ ., •••. 
For 8-ineh meter ........ ~ ......... ;. ........... ' 

Por Meter 
~erMo'1'ryh , 

$ 1.2;. 
.185 
.16;: 
.l4 
.12' 
.ll· 
..09 , ,. 

$ t.2;, 
2.00 
'3.00 
4 .. 00'.; 
6.00" 

ll.OO 
17.od' 
25.00 
.39.00> 

The YJ.nimum.· Charge Will onti tle the CU!3tomer 
to the CJ,UAntity of water 'Which that m1n:tmum 
cmrge will' purcha3e at the Quantity Rates .. 

(I) 

(1) . 


