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£FOLE THE PUBLIC UTILITIZS COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Application of

CALIFORNIA WilazR Si

‘a ¢orporation,
Arplicatior Nc. RGL33
for an orcdes authorizing it to
inc¢rease rates cha*gmd for water
service in the City o7 Livermore
and vicinicy.

McCutcuen, Thomas, Matthew, Uriffuths &
Grcenc by rHobert M. Brown, for applicont;
o Mo Ca l*oghan City Attorney, Ior tho
Clcy oL leewﬂore.

OEINION

California Water Service Company, in this oreceeding, scexs
authority to increase the rates charged for waue“ Le™vice in the ci%y
of Livermore and vicinity in Alamecda County.

A public hearing on this application was neld in Livermcre on
December 8, 1948, before Examiner O'Brien, after due notice to the
political subdivisions affected, az well as incdivicual notice %o ea:zn
customer in the Livermore District. No one present at the hearing
registered an objection to an increase of rates, but the Chamﬁer ct
Commerce questioned the proposed spread of the incresse among the
various classes of customers.

The original Livermore water system, which utilizéd
diversions from local streams, was taken over in 1896 by the Livermore
Water and Power Company, In 1913, Pccilic Gas and Electrzc Company
acquired the properties,and disposed of them to California Water
Service Company in 1927. Livermore is a community of about 5;600

people. In the area, applicant serves approximately 1,400 active

service connections with water from six pumping stations supplied from
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five wells. During 1947, 216 million gallons of water were produced.
Abovemround *toravc is provided by four tanks, with a éombined
capucity of about 6CC,C000 gallons, and wrter is distributed throughout
the territery throuzh wmere than 40,000 feet of pipe ran;iné

from 3/L inch t0 12 inches. At %he end of 1947, the number of service

TR L

conncetions “rus 33% greoater and the aggregate length of underground
125 more haﬁ the resnective quantities were at the end of
ater production in 1947 was 34% more than in 1942,
Apalicont bases 133 justificction for an increase in rates
postwar risc in all expenscs Lo which it is subjeccted. The
shows that operating oxpenscs per customer have increased 36%
since 1945 and wage rates have riscn 138% since 194l. Using speciflic
examples of cost increascs of comparable fuoeild lcs; costs of fourf

inch and six-inech pipes laid undercround are, respectively, 737 and

ol
75% hi~her than in 19LL, and 3/L-inch service connections are up 77%.

In general, construction cosis have an sroximately doubled since the
prewar vesrs. Furthermore, the cost of develorning adeguite water
supplies in Livermore sreatly oxceceds sindl osts in other ~reas.
As an oxample, a new well conmstructed in 1948 cost H24,C00 fully
equipnped. In Stoekton a well installed at the same time, that

nroduces thrce times as mueh water, cost only 73% as much.

Finaneing of Pronertics

BesideS'Liverhorc, applicont scrves'ﬁa other cities and
towns. apital requircements through the issue of
zeccuritiecs, it scoks to provice funds for all its plants and not for
onc particular cystem or districv. It Las been its practice to mect
such recuirements, in part, with tenporary loans which later are
refunded through permanent financing. cnerally speaking, it has

financed its investment in plant through the issue of bonds, not tes,

oreferred and common stock, and by the use of depreciation reserve
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moneys and carred surplus. Its financial structure, considering the

company ~< z whole, as of June 3C, 10LE, acjusted to rellcet
suhsequent Soceurity issues and excluding its deprecistion and
amortization reserves wiich are stated at sk,508,420, is shown as
follows: ‘ ’
Long-torm dedt -
Tirst mortgage 3% bonds, due 1975
19L5 issue 11,282,000
&

2
issue , 500,000
issue l,ﬁOO,COO 51k ,282,000

Serial notes 4 0,000
Total long-tcerm dobt Ly, 702,

*ﬁ cumulative 3 475,000

e curu’“t*vu, coavervible ,OO0,000
reforred stock 5,475,000
2 %58: 535
Ls- > L ‘
LOU&l couity capital 000,813 25
Total 26,027,813 100

A raprecentative of the company cotimated the AVerage
effcetive intercst rate on moneys obtained through the issue of bonds,
serial notes and preferred stock, and tag investment of those reserves
which are being accumuloted on the sinking fund basis, at approxi-
mately 475 while a member of the Commission's stz cstimated such
avercse effcetive rate as ranging from approximateiy 3.7% to
approximately &%, depending : r or ro%t there is considerced
in she caleulation, charzes perteining to refunded issues. The
record in this connection shows that from time to time applicant has

self of chanpes in | 7 interest rates to .refund bonds

y,

eforred stock with i s bearing lower intcrest and divicend

As to cusstanding common stock, tho record shows that
applicant has paid cnnual dividends of §2 & shore since 1942, being
t the rote of &% por annum on the per value. During the last five .
years, the avcrige carnings por shmfe from operations, cxcluding
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surplus ~djustments, have amounted to lO.?Lﬁ of the par valuc of the
common stoclk. Stating it another wuy, t & common stock carned, on the
averare for the five-yas P . wtely 22.66 a share, ond
received 2s Kot %2 2 share, lerving an nmount cquivaleat to
anproximrtely 50.556 2 chare as an addition to surplus. The record
convains testimony showing the terms under which the outstandihg
shares of commorn stoel: were sold ¢ nd the neriket value of such sheres,
end of che bonds and preflarred stoc' as well, over & period of time.
| atter point, it is noted that the morket prices of the

ousstandine geecurities auwve desn declining. rFor exam p*e, in
Fovember, 1948, apoaicant sold ;1,500,005 of bonds or & 3.54,. basis

,

LOL7 issue and a 2. SOu basis on

12,0380,00C of

cumulastive convertible preferred stock on & 5.2L% basis as compared

witi: a L.19% ovasis for bhc cw ulactive »refarred issue in 1945,
and in cther proceedings shows thit
ced wit“ substantial ceastructiorn oxnen
inanced in roun {4 ~ ccditional bonds and/or
vassing on the pre
sider, amonr other

but 2lso the maintenanze of an:lica
"hle to raise n a : a0l : is hereafter m de
to the return th ~lics . 2lize unde ' proposed
by it.
Rate 2ase

l"!’ﬂlt t — d.

its cugLomers. oor
edicoted upon the

sropartics uwsed and useful in




rencering this ¢ p ' Y »ble concern has been
on fu;urc rlant costs
and the fact that prece acilivies not be replaccd for the
historicsl book cost at present price : e uze of an undepré-

ciated aistorierl cost hause, wh ; > T readily obtainable

and lcast specul tive of any base which mignt be develeped, will

'y

result in no injustice provided recoguition is given te tife

utility's financial ngeds in the allowed return.

h]

A oswmery of the estimuted rate bases prepared

s

)

and by zhe Commission's stafll for the various wericds invelved ds
as follows:
For Yecar sndins Appli CPUS Sta’f

% 285,800
301,700

372,300

e

!

},J

2-3
6-3
Le=3
6-3
2-3

11y two of theo above cstimatés cover some annual
at meriod, tiae staff cstimate is 317,300 less than
at amount, about ;13,800 represints she difference

~

between working cash cstimates. he ~Tf estimate of working c¢ash
is doveloped from an analysis of «<he currcnt volume of monthly
experditures, the time lag botween pryment of exren

colicetion of metered reverues, advance collection of

revenues, and acerucl of taxes in advinee of payment Thé

mothod has vecn used by the stafl mony Times in _the past. Applicant

stimmted its workinm ci seuirement by deternining two months!

latser allowance am: imated ,9,000. o tastimony rceveals thR

freoouensly these constructicn lunds ore obtuined by temporary bank

loans &t an intcrest rate of ctout < ! tomporary loans are

-
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secured from permanent financing ot some later dote.

udinn constructicn funds
balance of tho rate base difference reflects a varicnce in the method
of deternmining average fixed canital fisures for tle several periods.

h}

caxitnl vrliances ~nd o0 ndditions used Ly
and by the stvufl ore zutic i in amecunt, the net additions
accorded diffcerent weizntiny in the two s u‘i's. apnlictnt
aponurently used an averas £ end-of-yooy bolinces. The stalf,
on the other ar e 3 LN VGTA K o s. “hers
cxpenditures predominate in the lavter part.of ne year, the stalff's

- v - e b - L eagy Y « M - v : . g
nothed jivos o gomewhnt lower result. Dueh Lo trestuent, howevir,

introduces no prrticular difficulty erovided sropder recognition is

aceorded in gubscguent
2CVenucs

Applicunt has subrn 2 fate schedules
whiehh will yicld a gross - 2l i > hig han will those

d will be\discusscd

in uom""bit sreaver dotalil later in

~oth :hé conlicant and the Commission's

which would be. obtalined by
» runber of different

swrmery of rstimntes follows:

rrasor
For Year Undine annliecant

')"'J b IV L?“
L~,62l“
44,C75

456,025
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L study of this cemparison indicotes no murked difference

\

n thoe estim tes of revenue to be derdived from & ific schedule of

.-

“hether or not the rates proposed should be zuthorized depends

upen the Llevel of the net return which thCV ﬂlll OQUCC
)

"I

sstimates of operating cipenscs for .theo soveral onnual
periods shown above have been nade. by appllcanu and by the Commission's

staff. Sueh sxpenscrs include operrting and maintenance cot ts, generas

administrotive and miscellancous cherges, taxes, deprecis t ion, and =n
smount vo cover uncellectible vills. Comparisons of the total
cstimated oxnenses are shown on 7 WLy similﬁr to the tabulati

of revenues: |

Totnl Lparsting kxn uusc
rresent Rates aTOUand Rates
Tor Yerr iInding Lonlicunt orUl oStalf apnlicant - urUC 3taff

12-31-47 w 5 31,806% 3 8
5=30-L8. 30,2914 35,546 34,761
12-31-48 33,270 :
6‘3O—b9 ' 32;3h9 37:659 37:0#0
12-31~49 39,291 '

% Reecorded
£ adjusted

A comparison of the e¢ztimates indicates that the company

sxpects futurce expenses to occur 2t 2 somewhat higher scale than taat
forescen By the staff. Anplicant’e cutimnted future exvenscs, being
predicated upon trends of costs, reflect a probable‘incrcase in warse
rates above those prescntly in effcet. The lommigsion staff's estimate
for the yeor ending June 30, 1949, on tag other ' is predicated
ugon the level of wages in effcct in 1948. It 2s 2 matter of record
that She wage rates p2id by appiicent ~re geverncd oy ag*ccments'
| between & union representing the cmployees, and cpplicant's managoment;

desire to negotiate new wage agr ris for 1OLSO has been

- 5

pplicoant and nezotiati ; ] have

Y

boen scheduled.
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anetaer ethod of comparing

precent rates is to snow

usazge. Suceh & comparison

Fresent Rate

roposed rotes with the

examnl L brzed upon estimated typical

fer Cent
Increase

hotered 3ervice

monthly use of:

LOC ecubic feet

500 cuvic £

S00 cudice

300 cuhie
1,000 cuhice
5,000 cudic
1C,000 cudice
50,000 cubice

100,000 cubic

pOO 000 cubtic

For
0075
.75
.90
1.20
1.50
7.13
2.75
- 57.75
'114.00 108.
564 .00 508.07
(Decrense)

~
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‘Residential
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Uther
Total

Par 100 c.f. of
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Other
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while total revenues nus
involve a substantizl increcse

ice and a deereaze in rates for commercial scrvice.

adjustment is nroposzed in the regquestec rotes.
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cf 3"0 ent

Revenue as
Fer Cent
of Cost

' 70.2%
100.9
7.1
79.1

72.7

100.1

72 2
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The rate sch&du;e pronoced by aprlicant would produ icc an
over-21l inereasc in rovenuos as nerctoforc shown of about 23i. From
apnliernt's carning position it is arparent thst such an inerefca is
justifiod. The proposcd schedule, however, would obnaiﬁ that improvee
rent Ly a larze increase in the tills Tor

~for 500 cubic fcet per month, und would
largcét consunpvions. Tris prop
of allocatcd costs of scrvice.
whlishing appropriug
commiernded for unint it as & guide. The firal r
rust be tho result of excreise of inlormed

reasorable rate anvlienble must be brscd not al one upon cost dut upon
all of the other cconomic
The rates cstabliished -
cporoxim:fely the sam
revenues sousit | it 4o increases
vlaced uwon Snc smali rovidontil yrEums 1Y distiibute carc
of «re vurden to the larg:r users e wlciness and manicipal
clagssific¢stioncs. This 1s ¢ tshed by ircoowsing the minimum ch« ge
to 51.00 instead of 25 per o ond by holdinz the maximuwa inprcase
to 605, instezd of
500 cubic feet wor o
‘ectlpcr monta, tho pereontas 28 i Ll diminish aé monthly uses
inercase, approximatirg 107 for monthly consumptions of 25,000 cubié
foet and 17 for 300,000 cubic

vhg precent rates will

T
-

yiecld inadequate incorme ! ! 2T Livermore

The record likewise indicates nct return vmich apolicant will

roeceive from its increased rotes will not e unreosonable.
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California ‘ater lervice Company having applied to this
n for authority to increcse thie rates cuarged for witer
ity of Livermore and vicinity in ,.lamcda County, a

» having bYeen held, ovidence having been introducsd, tas

>

Commissicn bveing - ; in the premices, ana tiic master having

TANSCs Ln rates

she Commission's Jeneral Order Ko. cb,

LG:‘C‘GO, Jobﬂ’ '\-1::‘02'1

for cervice renderced on and

-

, 194G, more particularivr as follows:

1. y l, General hotered Service, shall e radc
, Jute* CrVLC\ rcnac*cd ”ro wnd after the
m Aoril 1, ¢9&9;

CREZZRZD thet Caliloraia llater
Company is authorized ond directed:
2. To withdraw znd cancel oxi

sti
by 3chedule No. 1 concurrently
ordercd.

nh

To file trith uhis Commisz ithin forty (40) doys
aftor the cffective dote ok der, four copies of
a suitablc map or skatenr, drow , an indicatod seale
unpon & shect u;xll inches i delinciting thercupon
in distinevive markings thc oonnaarics of its wresent
ucr\iCC area in ;.d around Livermorce and the location
vhereof witn raference to the immediate surrounding
ucrrltcrv; provided, however, that such filing shall not
be construed as a final or ceonclusive determinction or
cstatblishment of the dedicated area of gervics or any
portion ticreol.

To file with this Cox "1z
after the effective dov
4 comprchensive map, d*u"




feet to thoe inckh, upon which shall be
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& eround Livermore. This uap sho ould oo

ccurut;, show the souree znd dote thercof,
ufficient dota to deterwmine cleurly and

th» loc.tion of the oroscrty comprising the

‘rc utility area of scrvice; p*ov-cvu, however, that
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OGP D
ey
5 et
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a-propriate mark;“?s wne tcrwl.orv presently

h filinr shall not oe construcd Ac & final or ¢caclusive

ucu‘“ﬁtﬂitlo or cstoblishmente of the dedicoted arna of
cervicy or any norsicn thercof.

™he elfcetive date of thiz order chall be twenty (20)
date nereof.
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Schedule No. 1
GLNERAL METERLD SZAVICE
e

A —"
L

APPLICARILITY

Applic::-b".i.e to all water service fumished on 2 metered vasis.
Taaas TORY

In the city of Livermore, Alameda County, and in the vicinity thereo.

RATES

: Per Meter
Quantity Rates: Per Month

For first 400 cublc feet orless. o . . . . $ 1.00
For next 2,800 cublc feet,per 100 cubic feet «20
For next 27,000 cubic feet,per 100 cubic feet ol
For over 30,000 cubic feet,per 100 cubic feet . o 3125

Minimum Charge:

For 5/8=inch meter. .
For 3/L~inch meter,
For lwinch meter. .
For li=inch meter.
For 2~inch meter.
For 3-inch meter.
For L=inch meter. .
For 6é~inch meter. .

« F P & & e g0
L A T
L2 T R R S T
L R P T
L T I S N Y
e ¢ o i ¢ 45 5 »
t e & » 0 8 ¢ %
N I
P % s o 4 o 8

The Minimum Charge will entitle the consumer
to the quantity of water which that monthly
minimum charge will purchase at the Quantity
Rates. .




