Dec¢ision No.
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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA -

In the Matter of the Application

of CALIFORNIA WATER SERVICE COMPANY,

A corporation, for an order authorize
ing it to increase rates charged for

vater service in the City of Hanford

and vicinity.

Applicatioﬁ No. 32880

R e L L NI NP )

McCutchen, Thomas, Matt?ew, Griffiths & Gregne;‘
by Robert Minge Brown, for applicant; John Power
and C. G. Ferguson, Tér the Commission staff.

By this application, filed November g, 1951, Califorﬁia |
Water Service Company seeks authority to increase rates and charges -
for water service rendered in Hanford and‘vicinipy, Kings County.

A public pearing in the matter was held bgfofe.Examinér‘,
Emerson on May 21, 1952, at Hanford.‘ Neither the ¢ity‘nor anj ‘
individual customer appeared at the hearing,tb protest the
proposed rate increase or offer any comments as to conditions of
service. It is of record that city and county officials were
given copies of all exhibits introduced at the hearing, prior to 
the hearing.- |

Rates, Present and Proposed

The rates which the company proposeswould increase the
bill of the average consumer in the Hanford District of the
company about 65 cents per month. The foliowing tabulation is a

general comparison of monthly charges. for water delivered to -




domestic coasumers at present rates and, at the rates which'

applicant requests be placed in effect.

Flat Rates

=y MONLALY GhAarge - :.
tPresent:rroposed:Per Cent-
Use : Rates - ! Rates Increase-

Residence, 5 rooms or less $1,30* 1$L.60 . 23, l%
With ‘bath and toilet 1.95 2.40. © 23.L
With bath only 1.63 2,000 - 22, 7
dith toilet only ' 1.62.  2.00 23.5.
Each additiomal toilet .32 L0 ‘24.0;_
fack additional bath : ' .33 40 2Ll.2

Each additional room over 5 - .20 .25 25.0

Sprinkling or garden irrigation " )

(May through QOctober, payable in
equal monthly amounts throughout
the year): :

For the first 50 sq.yds. or less 40 A9 R2.5

" For the next 450 sq.yds., per sq.yd. .0075  .00% 20.0

All over 500 Sq.yds., per sq.yd. .004 005 25.0

The above present rates, at the end of 1951, were applied
to the usage of 3,294 residential customers. Metered schedﬁles
were applied to 50 residential consumers. A comparison-of mbpthly

bills for typical metered residential consumptions is as follows:

Meter Rates

Quantity Monthly Charge, Per.-Meter : Per Cent :
Cubic Feet Present Rates .. -Proposed Rates : Increase

500 (minimum) $ 1.00 3 L. 50 : 50. O%
1,000 1.90 2,15 . 28.9
1,500 2.80 3.40 : 21.4
2 ,000 3.70 L35 17.6
3,000 5.50 6.25 - 13.6

The schedule of rates forwtemporary'fiat rate service,

rendered to consumers other than domestic or residential consumérs
wtil meters can be installed, ccntaiﬁs some 20 listings, var&ing
from $0.65 to $39 per month, as filed March 3, 1949. A similar
schedule is proposed by the company o 1ncrease these rates 23%
uniformly, to amounts-varylng from $0. 80 to $31.98 per month,

with some of the previous listings eliminated.
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The present rate schedule for private automatlc fmre
sprinkler servxce flled July 21 1937, 1ncludes rates for
service through L-inch, 6-inch and 8-1nch connect;ons. The
company now proposes a schedule for erivate fire protection
service to ‘include a rate for add;tzonal szzes of connectlons
and to 1ncrease the exzstmng rates, bhut elxm;natmng rates for
inside hose connections. o
| Prior to 1949 the company had filed no fate foflﬁublic
{ire protecclon service through fire hydrants lnasmuch as all
publlc flre hydrants in the City of Hanford were attached to a
systen of plplng owned by the munmczpalmty, the company renderxng
only standby servzce to the cmty's fire mains through metered
service connections. On January 4, 1949, the company.leed a .
‘schedule of monthly fife hydrant’charges for publie use, -
applicadble to a fire dzstr;ct outside the city lzm¢ts of . Hanford.
This area was annexed to the City of Hanford and by res olution
passed July 9, 1951 <the czty council assumed respons:bzlxty for gl
payment of the cha;ges at the same rates, for those fire nydrants
existing in the annexed territory on the date of annexation and
~such oeher fire hydrants as hight be thereafter installed ih,the
area by the‘Cdty of Hanfoyd. The company then refiled the
schedule on July 28, l95%_;23 applicabie to these fireggfdran;s
now within the city limits. The schedule has been.inleffeet since
 February 4, 1949 and consists of monthly charges varyépézgromf —
$0.75 to $3.50 ee;rhydranz depending‘upon the size and'eype‘of
1hydrant, the size of main to whmch it is attached, end whether
the hydrant is owned by the c;ty or by the company. The

company proposes no change in this schedule.
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The System, Its Growth and Cost Trends

The first public water system in Hanford wasrinstalied
about 1881 and in 1906 it became the Hanford Water Company Whiéh
operated the system until it was purchased by Federal Water .
Service Cdrporaiion in 1927. Califofnia Water Service Company
acquired the properties on January 1, 1929. |

As of December 31, 1951 this‘district secured all of its
water supply from l4 company~owned wells. These Qells‘range in
size from & to 16 inches diameter of casing and are from 465 to
l,h29uféet deep. Under normal 6peration; water is liftedifroml
the wells'into the transmission and‘diétribution system by meahs
of déep-Well pumps driven by electric motors. At one of the J
pumping plants an emergency standby gasoline engine is maintained.

Due to the flat terrain, the entire district ié operated.
as a Single pressure zone. As of the end of the'year l951,?there‘
were 3.530 flat rate customers, 365 meter rate custdmers.and;zll
fire hydrants, served through 262,081 feet of transmission and
distribution mains, varying in size from 1% to 12 inches.
Pressures are maintained and water provided for peak'periods of
consumption and emergencies by means of two storage tanks having
a combined capacity of 375,000 galloms. A third tank;‘holding an
additional 100,000 galloqs, is at a slightly lower elevation but
can be utilized aé standby storage. An additional well, pump,
new‘mains and services are being installed during the current °
year éo take care oﬁ the increased number of customers which, it
is an;icipated, will add another 175 consumers to the system.

. Agricﬁlcural develophents in the Hanford area have
.placed an exceptionally hea&f demand upon the underground sources
of water. Lowering of water tables-hds resulted. Iﬁ additibn to

the production problem thus created the company has had to prodﬁcg‘

~lym
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more water to meet the growth of the community. It hasvfound it
necessary %o drmll additional wells rather than to rely upon
lncreaseq pumping of existing wells. Actuwally Uheiproduction
from existing wells has had to be curtailed someWﬁét due to an
increasing intrusion of sand which, if allowed to be pumped in
quantity, ruins pumps. In the last three years. the company has
lost well capacity of about 2,400, 300 gallons a day because of
declining water levels. This situation has caused‘the company
o increase its capital investment in Hanford sincéf19b6‘by.gboux
$358,000 while adding only 485 customers to the syétem. The
average cépital investment per customer was $149 in‘19a6 For
the addition of the 485 customers since l9u6 the company has |

invested over $7.45 per customer.

In 1949 the gross additions in the Hanford arca amounted

to some $127,000. In 1050 it rcached an additional 494,000 and in
1951 it exceecded $137,000. The company's construction sudget for

1952 exceeds a 3 gross expenditure of 395,000 and is nearly three

times the en*zrc annual net revenues in the Hanford Dist rlct. The

evidence shows that these inereases arise not alone from expanding

plant facilities to meet the needs of community grewth but also
from the ever-increasing costs of cénstructioﬁ'in the postwar
-pefiod; increasing costs which all industries as well és-individu-
~ als have experienced. As only one example of 1ncreasmng cos ts the
company hes had to face six rounds of wage 1ncreaacs :r the poacwar

years. Such labor costs affect constructlon as wcll au operating

ané maintenance costs.

Financing of Properties and Expansion
In meeting its capital requirements through the issuance .
of sccurities, arplicant seeks to provide for all of its plants

and not for ome particular system or district. In general it has
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financed its investment in plant through the issue of bonds, notes
preferred stock and common svock. It 2lso has used its depreciation |
reserve monies and earned surplus. As of the end of l§5l its capital
structure consisted of 56.4% long-term debt, 20.3% préferred stock
and 232.3% common gtock and surplus.

Applicant's stock is widely dzstrzbuted. Wltness‘"
for applicent testified that no smnglo stockholder owns as much as
2% of ‘the total shares. From the rate and earning vlgwpozn: its
standing in the money markét'must be on‘at least the same ievel as
other utilities of like characteristics or it hay not Sé'ablé to
obtain the amount of capital so. nceessary to the flnanczng of sts
evcr-expandlng ﬁrowth‘zn plant. In passing upon the presenz prou-
ceeding, this Commission must consider, omong othcr th;nga, the
naintenance of'applic nt's carnings at such 2 level as wmll.afford
the utility an opportunity t¢ earn @ rensonable retwrn on the A
capital ressonably employed Ey it so as to'ﬁaintain'its.credit and
‘2ttract capital sufficient to discharge its pgblic.duty in meeting
tae reesonable demands for service. | |

- Rate Base
In develeping a rate base on which applicant may be
entitled td earn a return,.applicant used as a storting point the
same fixed,éapital and methods heretdfore estoblished or followed
by the Commission's staff of_engineers.‘ Depréciated‘fate bases
.were ‘develoved from the Qeighted éveragc_pgqureciatéd rate baées

by deducting the adjusted depreciatidn_reserxp”;equirementsbn a-
L3% sinking fund besis. In this lotter comnection, applicant by

etter Sgreement with the staff, dated.Mhrch 2C, 1052, adopted
the L% sinking fund .remaining life method of depreciation
nccouncing end correspondingly 2ltered its books of account
thereto 2s of Janﬁary 1, 1952. |

. %
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For the year 1951 applmcant derived a depreczated rate
base of $753, 872 whzle the staff derlved a corresponding base of
$753,400. The depreclated rate bases of appllcant and. staff for
the estimated year 1952 are $857,104 and 1857,800, reupectzvely..

Revenues, Expensesland Rate of Return

Applicant, in its.development of revenues and expenses,

é§_in,the development of rate base; in the main adopted:Commi§sion
svaff proceduré5~in‘adjusting iis results of past operaqions«an&‘
in estimating most of its future operatipg expenses. There is,
_therefore, no substantial disagreemenc between the results of

operations as presented by applicant and the staff

_For the adjusted year 1951 and the estimated year 1952
on a modified sinkmnp fund basis in which L3% interest on the
depreciation reserve is included as an Operatznp expense the

esults of operatlona for the Hanford District as adopted for thn

 purposes of this proceeding, are as follows:

A e
P “
¥ L

-Aagustea_Yéar 1951 -Est;mated Yéar I952-
:-Present :Proposed : rresent :broposed :
Iten . Rates : Rates : Rates : Rates :

Operating Revenues $140,803 $172,801 $149,000 _5183:,500
Operating EIxpenses _108,981 1?6 2hk 135,000 1 000

Net Revenues - Lo,

Rate Bases (Depreciated) 753,700 753 1700 857,500 es7. 500 —
Rates of Return L.22% 6. 185 3,85% ""S &% ’

It is apparent, from the above zabulatmon, that applicant

is experiencing a less than reaconable retu*n and ia also faced —

—

with a declinlng rate of return under the proposed rates. Obvmously
applzcant cannot enjoy increased rates for the full year of 1952.

By the time new rates wmll have been effective for a full year,
additional facilities will have been installed. It is reasonable

to expect that because of the downward trend apparent above, .
applzcant will realzze a'rate of return of about 53%% in any -
near-future per;od wuder the rates-whach it has proposed.

-7
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Conclusion

It is apparent from the ev;dence that the preucnt rates
will yield znadequate income from future service rendered in
Hanford. The’'record alse shows, and we hereby fznd; that the
proposed schedule of increased rates, which the foliowiné_order
will authorize, will produce a rate of return‘withiﬁ.the Llower
limits of the zone of reasonableness. The requested rates will
be autherized. Initial billings under the new rates will be

prorated on the basis of the average daily consumption.
QRDER

Callfbrnia Water Service Company having appl;ed to
this Commission for an order authormzzng inercases and charges
for water service rendered in Hanford and vicinlty, Kzngs Counmy,
a public hedring thereon having been held and’ ‘the matter havlng
been submxtted for deczsion, |

- IT IS HEREBY FOUND AS A FACT that the increases in
rates and charges authorized herein are Justified and that the
existing rates, in so far as they dmffer therefrom are unguox
and unreasonable: therefore, |

IT IS HEREBY ORDERED that applicant is authorized to
file in quadruplicate with this Commission the schedulc; of
rates set forth in Table 2 of Exhibit No. 2 1n this proceeding

as speclfically modified by Exhszt A attached hereto, in

conformance wmth General Order No. 96, and, after not,lessethan'




A-32880

five (5) days' notice to the Com:x.ss:.on and to the public to make .

7. f\"\"'."

sa:xd ‘rates effective for service rendei-ed on and after Occober l, )
1952. N o

']

The effective date of this order shall be twenty (20)

days after the date r‘eég. _ o . |
Dated at deq, California, this / 7@ day of

cran

, 1952. : | Tt Jody

-

- ,,,\Rksid em;\

7//1/2,&,&& @.«@Lx 3—4"?’" |

Commissioners...
Commianiones ... L0000t POLEOT  yotng

pocosasrily adsont, did not pwtic;pato
in the cu...position of this procoeding.




EXHIBIT A

The rate schcdules sot forth in Table 2 of Exhibit No. 2 -
in this proceeding are approved as specifically modified below: -

-Séhedulo No. 1. Demestic Flat Rate Servrice

Approved without change.

Schedule No. 2, Cenoral Metered Service

Approved without change.

Schedule No. 3, Temporary Flat Rate Servico
Change title to "Special Flat Rate Schedule'.
Authority granted to add to Rates: =
For each wator wasting air cooling umdt seeeev.... $1.00
For each water conserving air cooling Wit .ee.... .40
Balance of schedule approved without change. |

Schedule No, 4, Monthly Fire Hydrant Charpes for Pubiic Use

Approved without change.

Schedule No. 5, Private Fire Protoction Service

Number the special conditions and omit last paragraph.
Balance of schedule approved without ¢hange.

Schedule No. 6. Monthly Fire’ Hydrant Chargos for Public Use

Approved without change.

" Scheduls No, 7. Z2ity Fire Semrice Conncctions

| Approved without change.




