NB %

Decision No. 51618 ﬂnlﬂ'NAl

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 authorizing ) Appliication Neo. 35959
it to increase rates charged for )

water service in the Dixon district. )

McCutchen, Thomas, Matthew, Griffiths & Greene,
by Robert Minge Brown and A. Crawford Creene, Jr..,
for applicant; A
City of Dixon, by Joseph W. Raftery, interested party;
Mary Moran Pajalich and Carol 1. GCoffey, for the
Comrission stalf.

QOPINION

By the above-entitled application, filed November 9, 1954,

and as amended March 11, 1955, California Water Service Company, a
California corporation, seeks an order of this Commission authorizing
inéreases in rates and charges for water service rendered in the City
of Dixon and vicinity in Solano County.

| Public hearings in the matter wére held before:
Commissioner Ray E. Untereiner and Examiner F. Everett Emerson on
April 20, 1955, at Llos Angeles and on May 4, 1955, at Dixon. lOral
argument was heard on May 19, 1955, at San Francisco.;/

Rates, Present and Proposed

The basic rates presently in effect in the Dixon District
became effective February 1; 1948, pursuant to this Commission's

Decision No. 41092 in bpplication No. 28617. Such rates are of the

1/ Applications for rate increases in applicant's Dixon, Sroadmoor,
Chico, Los Altos, South San Francisco and Hermosa-Redondo districts
were consolidated for hearing on April 20 for a presentation of
over-all company financial data and were again_consolidated on
May 19 for oral argument respecting certain allocation factors and
the treatment to be accorded customers' advances for comstruction

applicable to all districts. , ‘ ;)
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"minimum charge" type ﬁhereby the delivery of 500 cubic feet,offwater
isumadefat a stated and minimﬁm charge with additional usage beiné
charged through three steps or blocks of usage at a relatively high
initial rate and;eiiok terminal rate. |

oo Theubasicﬂraies which applicant now seeks to make effec-
tive are "service:charge" rates. The service charge is a ”readiness-

- to~servem™ charge.to which a quantity charge, at a constant and

On yearly baszs, the sum of the 12 monthly bills under
either type of-rate theoretically would-be the same. The service
charge type of rate, however, has the advantage, to the customer and
the utility alike, of lessenxng the usually wide variations in bill-
ings for winter and eummer;water usage. Under such a rate the winter
bills would be somewhat higher and the summer bills somewhat lower
than those computed under an equivalent minimum charge type of rate.

Present and proposed water rates are compared in the follow- |
ing tabulation. The average residential and buszness customers would '
have thexr annual billmngs increased by approximately 36 per cent .
under the proposed rates, based on the level of business durlng 195A.

Bill;*g_Comperlsons
T (578 x 3/%~inch meter) -

Usage“(Cu.Ftrl, Present Bill Proposed Bill Per Cent Increase

500 $1.25 128%
1,000 2.15 67.14.
1, 4500 ™, 3.05 L2. 6~_
1 700 (avg.usage) .41 36.4 -
2 OOO o 3.95 29.1 .

| L 85 20.6.
5.75 1.8

7.10 ol

8.L5. 13.6

The rane applicable to publzc fzre hydrant service presently
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consists of a flat monthly charge of wéo., Applicant proposes 20

continue such charge for the existlng oervmce to Sl hydrants but to

nmake an additional monthly charge of $l 20 for each addztmonal hydrant
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served."All‘other-charges“for.public water service would be at the
general metered service ratesy' :

The present rate echedule for private avtomatic fire sﬁrin-
kler service includes rates for service through b=, 6~, and SainCh
connections. The company now proposes a schedule of rates for private
fire protection service to include additional oizes of connections and
to increase the existing rates, but eliminating rates for znsxde hose
connections. o . - B ;

As of the end of 195, the company served approximately
642 residential, 89 business, 6 industrial, 17 munfeipal connections
and 51 fire hydrants. In 1955 it.expects to add about 48 new commer-
cial service commections.

The System, Growth and Cost Trends

\ Dixon‘District is one of applicant's 21 operating diéﬁricts. _
Its water systen was acqumred by applicant in 1927. The water supply
is obtained from 4 wells at 2 locationms in the City of szon .the wells
ranging in depth from 300 to 578 feet. All pumps are controlleduby a
float control in an elevated tank of 75,000 gallons capacity.\ The
diszribution sysﬁem contains more than 58,000 feet of maihs. During
the past 5 years an average of h3 new customers have been added to the

system each year.

The last rate increase in 5ixon was made necessary by .
increased costs of construction and operetion encountered up to the '
end of 1947. At that time labor and materials costs had doubled over
the same costs before World War II. The processes of inflation have
continued and applicant’s present-day costs are, on the average,
approxzmately 40 per cent above the average durzng 19L7. The evidence
is clear that labor costs paid to comstruction contracters have risen
22 per cent while the increased prices of‘materials vary from 30 per

cent for H~-inch aebestos-cement pipe and 52 per cent for G-inch steel

e
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pipe to 60 per cent for\the copper’tubing used for service connections.
During the same perlod.the cost of fittings has risen 26 per cent, the
cost of met ers’ 35 per: cent and’the price of pump motors approx;mately

33 per cent. In addition, federal taxes on income have increased from

‘a'

38 per cent’ 1n 1947 tc'the present 52 per cent corporate rate. Such
rising costs of operation agd construction have 50 reduced its |
earnings in the Dixon Diotrict that, according to applzcant, substan-
tial rate relief has become imperative. Since 19L7 applicant's utility
plant in ‘Dixon has: doubled, to reach a total of more than $242, 000.
During the same perzcd the number of new customers added'tcfthe System
has increased by:only 50 per cent. A

Financing of Properties

R

The record shows that the amount which applicant has

invested in Dxxon in the last 4 years is 1.9 times the aggregate net
revenues received from the District. Monicsrfor 1nvestment in Dixon,
therefore, primarzly come from the sale of securities aithough certain
suzs are available from xnternal sources. In meeting its capital
requirements through issuance of securities applicant~must provide for
allch’iﬁe'plants and not for Dixon alone. In general it has financed
its investment in plant through the issue ef bonds, notes, pregerred
stock and common.stock. Its securdties are widely distributed. In

pass:ng upcn the present. proceed;ng the Commission must consider,

ong other thlngs,'the~maintenance of applicant'5~earnzngs ‘at such a

“level as will affordhthe utility an opportunity to earn a reasonable

return on Ehe capxtal.reasonably employed by it so’ as to mazdtain its

Lcredzt and attract scapital sufficient to enable it to discharge its

:Tpublzcaduty in meetxng~the reasenable demands for serv:ce. From the
o rate and earning vzewpoint its standing in the money merket must be
" on at least theé same 1evel as other utilities of like characteristics

or it may not be able to obtezn the amount of capital“necessary to its
expandzng grewth in plant. )

FEAAA
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Summary of. Presentations‘fﬂ

The tabulation below is a summary of the presentations f

respecting results:of. operations of the Dixon Distriet as made- by
applicant and the:Commission 'staff. o

-

Present Rates Pro osed Rates.: - =
Agglicant CrUC Staff- -, Applicant CF C Ssaff-

[T

Adjusted Year 1 ;q;gg 6,01 ,$ 251 611 551 s ll ;

et Revenue. . 2 5, x : 3 3.
Rate Base (Deprec Yo 169 700 169 860 169 700 - 169 860
Rate of:Return =~ 3.54% 397 " 6.81% .70% ;

Estimated Year 1956 .0.%

.f.,(,n

Net HRevenue.. .. . $ 5,765 . $ 5,862 $ 11,584 $ 11 792
Rate Base (Deprec e 284,000 - 183,900 18a 000 183, 900
Rate of Return .~ - 3 13% 3.19%. . 6.29% 6.41%

2. Adjusted to eliminate certain dues,
donations and ‘contributions' and.to-
place certain’ nonrecurring or .abnormal
CoSts or”expenses on a normalized basis.

From the ‘above summary it may be seen that there is no sub-' -
stantial. disagreement between the results of operations as presensed

by applicanz and.as independently determined by the staff.

It is ‘apparent from the above tabulation that applicant is .

experiencing a.less than reasonable’ return and is also faced with a
declining rate of return under the proposed rates.i Applicant cammet
enjoy. increased water revenues which its proposed rates might producevﬁ;:
for the: full‘year 1955 and 'will not realize the returns above indi-

IAVEMAPRET

cated.“ It .15 reasonable ‘to expect,’ because of the downward trend
indicated.by the.record in 'this proceeding, that applicams will
realize a.rate of. return not significantly higher than 6 per cent in
the first l2-month-: period in which new’ rates ma&roe'iully effective.
Such a rave.of return is reasonable. g

Position of Cigy of. Dixon “VAWMQ

The City of Dixon made no Specific presentation during the
course of .this proceeding. The city actorney and mayor, however,

perticipated«in the. cross-examination of witnesses throughout the

-5
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hearing. Both expressed full confidence that this Commission would
arrive~at ajust’decision in the matter on the basis of theevidence

recedved.,  ou sl iy e - TN e ey

kllabations to Districts

 31:i¢zgﬁ;pfulittle&ddllarwise influence in the Dixon District but of
seeming importarde’ as: a‘matter of primciple to all districts and to™:
the“bperétions4af*applicant'aS'afwhble is the problem or”dllocating %0
each district its proper: share of*those‘general‘expenses of ‘operation’
not directly chargeadle to a district. Such problem engendered both
direct: and cross-examination testimony, as respects each of the six

applications of-this-utility for rate increases now before us, and

culminated in oraliargument on a consolidated record at the conclusion

of hearings in'each of -the districts. ' o e
woesinoIn this 'series of rate proceedings the Commission staff used
an allocation formula‘based upén four factors; that is, the staff ﬁsed‘
| the averdge percentage resulting from the relation of (1) district ™
employéeﬁpayroll;“(2)*number of district customers, (3) district cap~
ital”and (4) total of direct district operating“ékpensés before taxes
and’ depreciation; to' the over-all operations of the utilitylir+ * -
worerApplicant used a three-factor formula which included (L) the
number of district employees and-factors (2)-and (3) included above
but excluded-the fourth factor.’ It‘bélieves that the threé factérs
which it-uses-are reasonably related to the types of expenses that are
themselves to be proréted*but it has no objection to the substitution™
of the' "district employee payroll™ factor used by the staff in place
of the "district employee™ factor used by iﬁz Applicant is of the’
opinion that:its position is somewhat unique in thgt it has among its
21 districts some'systeﬁs'whose water supply is solely from wells,
some: systems whose total supply is-pﬁréha#éd water and some Systems
where either-the-well'supply-or the purchased supply is augmeﬁted or
supplemented by the other. Applicant insists that the fourth factor,

as applied to its operation, distorts the allocation to districts and

-6~
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disproportionatelyJassigns.geoeral expenses to those‘districts whosevl
supply of water is wholly or substantially purchased. Applicant urges
that the Commission make a finding as to which formula should be
applied to it and points out that such a finding would enabdble it £0
follow orderly, stable accounting in its various rate proccedings and
that it also would provide a most convenient allocation method for use
in applicant’s other business transactions and in its annual financial
reporting to the Commission.

If it were possible to rela e indirect expenses positively
to specific tangible elements there would be no need for deriving com~
posite allocation percentages. Historically, variooe formulae have
been used to allocate general expenses the staff atd sohe utilities on
occasion having used otly one factor or as maﬁy &s five, but there has‘
been a progressive development over the yeers to'a general acceptancel
of a four-factor formula. The reasonableness ofeany allocation
formula or of any 3peci£ic factor within a formula resolves into one
of'judgment. Neither the three-factor nor the four~-factor formula
appeare to be unreasonable as applied‘to this particular utility; and
counsel for applicant and the staff agree that such is.the'caee.. In
the light of the evidence in this record and after consideration of
the fﬁll argunents on the subject, we are of the opinion that a three-
factor formula including (1) district employee: payroll (2) number of
dzstrlct customers and (3) district capital is preferable for this
particular utility and we are disposed to. accept its use for‘rate
mekzng and for financial reporting purposes for this specxfzc utmlity.
It has the advantage of relative stability in that the allocation of
general expenses will not widely fluctuate because of var:ations in
climatic conditions and the resulting variations in amounts of pur-
chased water; norebe importantly influenced by the timing of rate

‘proceegings. It 'will permit applicant to standardize its rate
-
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application accounting with that used in the preparation of its
annval district reports.

Extension Deposits = Customers' Advances for Construction

As in the case of the allocation formulae above discussed,
of little influence to the Dixon District but of seeming importance
to applicant’s over-all operations, is the matter of the‘treéxment of
unexpended portions of main extension deposits as related to the
determination of a rate base on which applicant may be entitled to
earn a reasonable rate of return. This subject also was argued at
the conclusion of this series of hearings. In prior rate proceedings
involving'applicanx, the ireatment accorded unexpended extension
deposits‘has not been at issue. | .

In viewing the evidencé on this subject we note that neither
applicant's nor the staff's approach or treatment‘respecting the same
" would produce rates of return on ﬁbe‘respective depreciated rate
'bases,présented in this sQries of proceedings, of sufficient sig-
nificance to warrant the granting of any lesser or greater amounts of
increased revenues than those which our respective rate authériZa-
tions will produce. Although of admitted importance as a matter of
principle and perhaps of significance in some of applicant's dis-

tricts not new before the Commission for rate consideration, we are

of the opinion that the record in the present proceedings is not )

sufficient to warrant a finding as to what treatment shall be
accorded these advances on a company-wide basis. The over-all
problen iS-intimatély associlated with applicant’s main e#tension rule,
practices and accounting and should be viewed in a record including
completely detailed evidence respecting such items, among others, as
(1) the periods of time such advances are in the hands of the

utility and the periods of time over which refunds are madé, (2) rela-
tionship.to materials and supplies, (3) relationship to construction

work in progress, and (4) relatiomship to "back-up" facilities

g
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required for service ‘to new subdivisions. The‘préééﬁt“record'éiﬁhér
does not contain evidence or is imconclusive respecting ‘these itews.
We are of the opinion that in the next rate proceeding iﬁ%élvfhg

~ applicant, applicant and our staff may appropriately furthéf'é&%ise

the Commission on the general subject and ‘on these specific ‘eleents
of ihe‘probleﬁ. | ' | |

.Conclusions as to Earnings

Based upon the ‘evidence and ‘the foregoing fiﬁdi@éﬁfﬁhd
opinions thereon we conclude that applicant is in need of and
‘éntitled to increased Févenues in its‘bixon District in the total
amount sought and that the rate of return of approximately 6 Per cent
whi.ch ‘such incre#sea revenues will produce on an average depreéciated
Fate base of approxdumbtely $184,000 is fair and.reasonﬁﬁie.

Authorized Rates

The servite charge plus commodity charge type of rate
schedule proposed by Eﬁblicaﬁtvis reasonable and will;be duthoxized.
The level of the proposed rates was predicated on a neost ‘of Hervice™
study made by applicant, Such study has been carefully aﬁéiiﬁed
and the Commission is of the opinion that the proposed se
charge of $2.10 is slightly ih excess of that which‘shﬁul& ‘e
authorized. Therefore the rates authorized herein will have ‘a basic
service charge of $2.00 and will. carry a ‘commodity charge of 16 cents
per 100 cubic feet of water deliveréd.

Initial b4llings under the mew rates will be prorated on

the basis of average daily consumption.

,California Water Service Company having Zpplied t67§hié

Commission for an order authorizing increases in rates and charges
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for water service rendered in its Dixon District, pudblic hearing
thereon having been held, the Commission having been fully advised
and the matter having been submitted and being now ready for
decision, |

IT IS HEREBY FOUND AS A FACT that the increases in rates
and Charges authorized herein are justified and that preSent rates
and:cherges, in 30 far as they differ from those herein authorized,
are for-the future unjust and unreasonable; therefore,

IT IS HEREBY ORDERED that applicant is authorized to file”
in quadruplicate with this Commission, after the effective dete“bf‘
this order and in conformity with the provisions:of General: Order<
No. 96, the tariffs attached to this order as Appendix A-~and, on“not
.less than five days' notice to the public and to this Commission”to
make said tariffs effective for all service rendered on and after
July 25, 1955. | -

IT'IS-HEREBY FURTHER ORDERED that applicant, within 30 days
of the effective date of this order, shall file four copies each of
an appropriate tariff service area map‘of‘the Dixon District systenm,
in conformity with the provisions of General Order No. 96, and of a
comprehensive map of the Dixon District system, to an indicated
scale of approximately 300 feet to the inch, on which will be

delineated the various tracts of land and territory served and
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--'approp:;-iate markings showing the principal water ‘production, storage,
transmission and distribution facilities within such district.
The effective date of this order shall be twenty days
after the date hereof. | | |
Dated at San Franciseo ___, California, this A g ~

day of 08/ . 195

9
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/ Com::ssioners
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APPENDIX A
Page Lof 5

Schedule No. 1
Dixen Tariff Area

GENERAL METERED SERVICE

APPLICABILITY

Applicable to all metered water service.

TERRITORY

The incorpsrated City of Dixon and vicinity, Solano County.

RATES _
Per Metor
Por Month

- Service Charge:.

FOr 5/8 % 3/LminCh MOLeT weevvrsnnnnenrssnneevanenns
For 3/l ANCh MOLeT vrurerennnrannnnnnns
For 1-fnch meter ..ocvvnniiniiiniiinnecnenn.
For 1A=inch DOLET wourrrnrrrnenncnnseoocnsnns
For 2=ANCH MCLCY tevivrenronrosecvennsonnsns
For 2~ENCh MELCY tiuvevrennscssroncoononnnss
For © W~INCh MOLOT siieiiivicrrncvensannnonse.
For AmINCh MOLOX vevwverecresoccsoonoannnnes
For 8~inch meter ......... cevescan
Far L0=InCh MOLer cvieiinnrnrrroncacconnnonns

N

383383383588

Quantity Rate:

=
O
&

For all water doliveircd, per 100 cu.ft, secvevvnnens
The Service Cha.rgc is a readiness-to~sorve
charge applicable to all motered service and
to which is o bo added the monthly charge
computed at the Quantity Rate.
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Schédule Ne, 2

Dixon Tawsiff Area

PUBLIC FIRE HYDRANT SERVICE

APPLICABILITY

Applicable to all water service rendered for public fire protection
o the City of Dixon.

-

TERRITORY

The incorporated City of Dixrn, Selano Cqﬁnty.
RATES
Per Month

For the first 5L firc hydrants or less,
DIDAMUD CHATE® eevrevnerennnrnnnnsronnnnnnns  $60.00

For each additional fire hydrant ............ .20

SPECTAL CONDITIONS

1. The above rates include use of water for fire Protection and f£2r no
other purpose. Quantities of water delivered through firc hydrants for any .
other purpese will be estimated or measured and charges will be mado at the,
aonthly quantity rate under Schedule No. 1, General Metered Service.

2. The utility will supply only such wator at zuch prossurc as may be .
available from time to time as a result of its normal operation of the system.
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APPENDIX A
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Schedule No. 3
Dixon Tariff Area

PRIVATE FIRE PROTECTION SERVICE -

APPLICABILITY -

Applicable to 2ll water service rendered for privatcly owned fire protec-
tion systems. .

TERRTTORY '

The incorporated City of Dixon and’ vicinity, Selano County.

RATES
: Per Month

For cach service comnoction ...vvveeewe. $ 2.25
For cach service comnection v.vveronves 3.00
Tor ecach 3CIVice Connection .eveeneececom "
For each SOrVICe CONNOCLAOD vuvevorovone -
For cach sorvice connection s.vesevennon .
For each Service comnection vevevvereres -
For cach service comnection ..vevevvonns -

SPECIAL CONDITIONS:

-

<+ The fire protection service connection will be installed b&_the

utility at the cost of the applicant. Such cost shall net be subject to
refund. ‘ ,
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APPENDIX A
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ST
'l

'
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Sehedule No. 3
Dixon Tardiff Area

PRIVATE FYRE PROTECTION SERVICE

s

SPECTAL CONDITIONS—Contd.

2. If a distribution main of adequate size to serve a private fire
protection system in addition to all othor normal service does not oxiat
in the street or alley adjacent to the premises to be served, then o
service main from the noarest exdisting main of adequate capacity will be
installed by the wtility at the cost of the applicant. Such cost shall
not be subject to rofund.

3. Service hereunder is for private fire pro‘c.oc’tibn systoms to whith

' :io connections for other than fire protection purpoeses are allowed and

which are regularly inspected by the underwriters having jurisdiction, are
installed according to specifications of the utility, and are maintained to
the satisfaction of the wtility. The utility may install the standard
detector type meter approved by the Board of Fire Underwriters for protec—
tion against theft, leakage or waste of water,

| 4. For water delivered for other than fire protection purposes,
charges will be made therefor under Schedule No. 1, Genoral Metored Service.

"5, The utility will supply only such water at such pressure as nay
be available from time to time as a result of its normal operation of the
Systen. : o
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t

| Schéduic ﬁo. L

' Dixon Tar'iff Arc:\

SERVICE' 70 COMPANY EMPLOYEES

APPLICABILITY R .

U

A Applicable to wator service fumished for demestic uso at tho placo
of re.,idcnce of the employee. _

TERRITORY

“The incorporcted City of Dixon and vicinity, Solano County.

RN

N p

The filed rate or rates applicablo ¢ the type of servico in the
territory where service is supplicd les., 25% discount.




