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BEFCRE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Decision No. S1636

AL TN

In'the Matter of the Application of
CALIFORNTIA ‘WATER SERVICE COMPANY, a

.corporation, for an order author—

izing it:to.increase rates charged Application No. 35963
for water -service: in South San '

‘ Franciuco and vicinity.

McCuxchen, Thomas Matthew, Griffiths & Greene by
> Robert Minge Brown for applicant;

.‘M ;% Moran Pajélicﬁ and Carol T. Coffey, for the
ommiss .on st

QPIRNIGCN

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

:California Water Service Company, a California corporation, seeks an

.Aorder of this Commission authorizing increases in rates and charges

\Pfor water service rendered in the City of South San Francisco and

,_ncimty in San Mateo County.

‘Tt

Public hearings in the matter were hold before Commissioner

Ray 5. Untereinér and Examiner F. Everett Emerson on April 20, 1955,

3t Los Angeles and on May 12, 1955, at San Francisco. No person

appcared at the hearing on this district to protest or otherwise com-
ment upon applzcanz's rate request or the service being rendered.
The Los Angeles hearing concerned the over-all operatlons of
applzcant while that at San Franczsco concerned appllcant's South
San;Fﬁanc;sco District operations. Oral argument, _heard on May 19,
1955J at San Franclsco, concerned certain allocation factors and the

treatment to:be accorded customers' advances for counstruction

. d..
applmcable to all dmstricts.;/

Ty uAi’.

"No.s’fé 19 in “Appl:.cation No. 35759 issue

i Rl

For thegﬁbmmzssion's conclusions on such iybgects see Decision

281955.

~1-
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Rates, Present and Prqposed

Applicant*s exzsting rates for its South San Francisco
District were authorized by this Commission’s Decision No. 45307 in
Application No. 32015, issued January 30, 1951. Such rates were
designed to produce additional revenues of approximately $42,000
annually. The rate increases which applicant now seeks would produce
additional revenues of about $85,000 annually, based om the normél-
ized level of business during 1954, and in the main would be derived
from increases in charges to residential and business customers.

The existing rates are of the "minimum charge"” type whg:eby

the delivery of 500 cubic feet of water is made at a stated and mini-

mum charge with additional usage being charged through three steps
or blocks of usage at a relatively high initial rate and.a low termi~
nal rate. The proposed rates are of the "service charge* typeQ The
service charge is a "readiness-to-serve" charge to which.qﬁanﬁity
charges, at relatively low rates, are édded for each 100 cubié‘feep
of'ﬁater used. ,

On a yearly basis, 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 leséening,the usually wide variationsfih'bili-
ings :ar winter and summer usage. Under such a rate, the winter "

biils would be somewhat higher and the summer bills somewhat lower
than those computed under an equivalent minimum charge type of rave.
Present and proposed water rates are compared iﬁ.the'fol-
lowing tabulation. The averége-residential and business customers
* would have their annual billings increased by approximately 18 per
¢cent under the proposed rates, baved on the level of business durmng
1954. Customers with larger usage characteristlco would, 1n ‘some -

months, experience decreases-in bzll;ngs.‘ However, these latter
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customers, in total use. less than 10. per . cent of the total water .
deliveries. Such situation further illustratcs the nonunzformity of
charges under existing rates and the equity in the service charge

type of rates proposed.

: o
' i

Billing' Com arisons”
(5/8 % §7E-inc5 Meter) L
' | ; Present Proposed Per’ Cent
Us aze in Cubic Feet Blll Bill Increase

.1oo $ 1.59 $ 2. is
500 1.59 2.88
1,000 ’ ' 3:04 3.75
1,100 (Avg. Usage) 3.33 3.93
l 200 .62 4.10

1] ;500 Lol Le63
2 »000 5.50
2 3500 6.38
3, OOO ; 7 .25
a 000 9.00
5, OOO ) 10.75

(Degreass) e »
"Applicant proposes no increase in charges for public fire
hydrant service. .The _present rate schedule for private automatic .
fmre Sprinkler oervzce includes rates for service through h~; 6- .and
g-inch connections. Appllcant now proposes a schedule of rates for
private fire protection service to include additional sizes of con-
necticns and_to increase certain of the existing,rates, but to.

eliminate charges for inside hose connections.

As of the end of 1954, the company served approxnmately
8,008 reuzdentzal 336 ‘business, 25 irrigation, 53 industrial
6L munxclpal.and 6 other" metered service comnections and provzded
serv1ce Te, 552 fire hydrants.m‘

it

The System Growth and Cost Trends .

'y n K . RO
o J‘,.. SO ey s

A¢Souph;8an Franeisco Dis trict Is ome of applicanm’s 21 oper-
ating districts. Its water system waé‘acqu;redhby'app;zcantﬂin‘1931.
Ihe@wa;pg;sppply,is obtaingd‘frqm 9 company-owned wg}};yapd}by pur-‘

chase from the Water Department of the City of San Francisco. The

e
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wells have a reported safe yield of approximately 60 million gallons
of water per month and applicant has been operating on a pumping
schedule based on such a yield. Purchased water, therefore, is used
to make uﬁ the balance required by the pudlic demand. Of the total
supply of 1 ,782,718,000 gallons used in 1953, 1,068,042, 000 gallons
were obtaxned by purchase.
The wells are pumped into a collecting tank and éhence into

storage reservoirs having an aggregate capacity of 5,140,000
gallons. Storage is distributed over the system in 1l reservoirs or
tanks placed, because of the variations in terrain, so aé to maintain
a number of approximately e§ua1 pressure zones.

" As of June 30, 1954, the system contained 6§er hlo;COO‘feet

of mains with sizes up to 18 inches in diameter. Of the various

types of pipes used, over one half is cast iron and'approximately

ome quarter is asbestos cement.

_ The last rate increase in this district was made necessary
by a substantial increase in the costs of purchaséd water, resultiné ‘
from increased rates set by the City of Sam Francisco. The rate
relief granted applicant in 1951 was only that necessary to directly
oﬂfsec the increased cost of purchased water and did not improve
aﬁplicant's rate of return on its investment in this district. The
last over-all district rate proceedingg/ was held in‘i948 and was
nade necessary by the increased costs of construction, replacément
an§ operatioﬁ encountered up to the end of that.year. At'that time
labor and material costs had more than doubled over the same costs
before World war II. The processes of inflation have continued and
applzcant's present-day costs, on the average, are approximately

L0 per cent above the average during 19L8. Bince 1948 applicant

27’ ggngecmsxon No. 42584 in Application No. 29615"1ssued Maxrch 3,

-lym
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has added plant in this district totaling approximately $926,000.
Its construction budget for 1955 will add an additional $213,315 4in
plant facilities.

Finandﬁggfof‘Pfoﬁerties

The record shows that the amount which applicant has
invested ip‘South San Francisco since 1948 is greater than the aggre=
gate net revenues received from the District. Monies for‘investment
in South San Francisco, therefore, primarily come-erm sale'of‘ |
securities. In meeting its capital requirements through iSsuance of
securities applicant must provide for all of its plamts and not for
this district aione. Ih general, it has financed its investment in
plant‘through the issue of bonds, notes, preferred stock and common
stock. Its securities are widely distridbuted. In passing upon the'
present proceeding, the Commission must consider, among other things,
the maintehance of applicant’s earnings at such a level as will
afford the utility an opportunity to earn a reasonable return on the
capital reasonably employed by it so as to maintain'its credit and
attract capital sufficient to discharge its public duty in meeting
the demands for service. From the rate and earning viewpoint its
standing in the momey market must be on at least the level of other
utilities of like characteristics pr-it may not be able to obtain

the amount, of capital necessary to its expanding growth in plant.
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" Summary of Presentations

The following tabulation is a suamary o: the presentations
respecting results of operations of the South San Francisco District.

as made by applicant and the Commission staff:

Present Rates Proposed Rates
Applicant CPUC Staff Applicant CPUC ataff

Adjusted Year 19543

Net Revenue $ 70,562 § 69,530 $ 109,714 § 108 ,042
Rate Base (Deprec.) 1 678 200 1, 671 100 1,678,200 .1, 671 100
Rate of Return L,-20% L.16% 8.54% 6.47%

Estimated Year 1955

Net Revernue $ 72,917 $ 73,160 $ 115,00, $ llh,86&
Rate Base (Deprec )1 825 000 1 8&8,100 1, 825 000 l 848,100
Rate of Return lo.00% 3.96% é. 30% «22%

a. Adjusted to eliminate certain dues, donations
and contributions and to place certain non-

recurring 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 presented
by applicant and as independently determined by the Commission étaff.

It is apparent that applicant is experiencing a less than
reasonable return aﬁd is also faced with a declining rate of return
under the proposed rates. Applicant cannot enjoy the increased
water revgnués which its proposed rates might produce during the full
year 1955 and will not realize the returns indicated in the‘aﬁove '
tabulatzon. It is reasonable to expect, because of the downward
‘trend. 1nd1cated by the record in this proceeding, that appl;cant will
rea};ze a rate of return not significantly higher than 6ﬂper cent in
the first full calendar year in which new rates may bgﬁﬁplly*efféce.
tive. Such a rate of return is reasonablé. |

Conclusions

We find that applicant is in need of and entitled to the
increased revenues sought. The rates which it has proposed are

reasonable and will be authorized. The rates authorized for service
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to'émployees will be set in accordance wiph those being made effec-
ti§; in other of applicant's districts.

Initial billings under the new rates will be prorated on
vhe baszs of average daily consumption for nmetered service and on

the ratio of day3~remainmng to total calendar days for flat rate
service.

California Water Service Cbmpany having applied to this
Commission for an order authorizing increases in ratésrand charges
for water” service rendered in its South San Francisco District, pub-
lie héarﬁng thereon having been held, the Commission having been‘
fully advised, 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 charges, in 50 far as they differ from those herein authorized,
are for the future unjust and unreasonable; therefore, |

IT IS BEREBY ORDERED that applicant is authorized to file
in quadruplicate with this Commission,Aafper‘the effective date of
this order and in conformity with the provisions of Generél Order
No. 96, the tariffs attached to this order as Appendix A and, “on not
less than five days' notice t¢ the publxc and to this Commission, o
make said tariffs effective for all service rendered on and after
August 1, 1955. : | —_—

IT IS HEREBY FURTHER ORDERED that applicant, within thirty
days of the effective date of this order, shall file four coples each
of. an appropriate tariff service area map of the South San Francisco

District system in conformity with the provisions of General Order

No. 96 and of a comprehensive map of the South San Francisco District
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system, to an indicated scale of approximately 800 feet to the inch,
ojx} which will be delineatedl the various tracts of land and territory
served and appropriate markings showing the principal water produc-
txon, storage , transmission and distribution facil:.ties within such
distnct. |

The effective dat;e- of th;is order shall ,bé Lwenty da.ys after
the date hexreof. |

Dated at Sap_ Praneises _» California, this '—4

day of _ X bl | 195

7
J oise I (Qd,zam/
Q\ A /K m\—m\mgu

CommIssioners

Commissioner Poter E. Mitohell bomg
Botoasarily absent, did not participate _
ko the dlsposition of this procoodin.p.
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APPENDIX A
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Schedule N6 1
 Sonith Sih Frinciseo TaMff Avea

‘GENERAL METERED SERVICE

APPLICABTLITY

Applicable to 21l hietered witer servide.

TERRITORY

- The City of South San Francistd ahd vicinity; San Mateo County.

RATES Per Metor
Por Month
Service Charge:

For 5/8 % 3/k=inch meter :

For 3/L=~inch meter :

For 1-inch meter :..iiiiiecicsiindeis
For IA=inch moter s:.iceiiiieivioniiis
For 2=inch meter ;::.‘:.‘".‘...'.'.'.'..'.'.'.'.'.-
For 3einch metor wiii.iiieiiiciciidan
For Leinch mebor J.iiiiiiiiiiiiidiaai
For b=dinch meter w..c.iiiiniiiizia;
For einch meter Luliiiiiiiiiiiiiiees
For 10=dneh meter - .iiiiiciiiiiiesases

Quantity Rates:

1rst 50,000 .cu.ft., per:lOO cu.ft. siliideae  0LA75
Ovor 50, 000 ‘Tu.fts; per-100 cu:ft.

The Service Charge'4s a readiness-to-scrve
charge. appl:.ca.ble to all metered service and
to which is 1o be added the monthly charge
computed at the Quantity Rates.

-~
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Schedule No. 2

South San Francises Tariff Arca

PUBLIC PIRE HYDRANT SERVICE

APPLICABILITY

. Applicable to all water service rendered for public fire protec-
tion to 2 municipality, county, or other political subdivision of the
State. .

TERRTTORY.

The City' o‘f' Souﬁh San Francisco and vi&inity, San Matco County.

RATE e Pex Month

F‘o”r‘e‘ach fim hydrm’; .-.‘.‘..‘.'V;‘:.." teeosewap . $l'°o

SPECTAL. 'CONDITIONS

- L. 'Hydrents wAll be installed and maintained at the expense of
the mumicipality, county, or other political subdivision of the State.
[The ity will install and madintadm the tee in the main, the hydrant

branch ‘and the control valve.

2. '‘The above rato includes usc of water for fire protection and »
for no other purpese., For all other use by public agencies or for water
delivered through fire hydrants for any other purpose, chargos will be
made therefor at the quantity rates wnder Schedule No. 1, Goneral
Metered Sexvice..

3. The utdility will supply-lonly' such water at such pressurc as
may be available from time %o time as o reswlt-of its normal operation
of the systen.
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Sehedule No. 3

South San Franeisco Tariff Aroa

PRIVATE FIRE PROTECTION SERVICE'

APPLICABILITY

Applicable to all water service wendered for privately owned
fire protection systenms.

»

TERRITORY

The City of South San Francisco and‘vicin&t&,-San-Mateo'Counxy.

RATES , , Par Month -

For each li-inch service cOnMOCLiOnN veevveesvens. $2.25
For cach 2-inch service CONNCCLiOon v.veewssvmons 2.00
For cach’ 3-inch 5CIvice COMMOCLION wouvorovsenon LS50
For each AL=inch service conncttion veveesevaesee 6.00
For cach 6~inch 3ervico CONNECLION veseeorevsnoe 9.00
For each 8-inch service connection veeceseveceess 12,00
For each 1lO0=inch service comnection .o..eeveeseces 15.00

SPECIAL CONDITIONS

4. The fire protection service connection will bo 4nstalled by
the utility at the cost of the applicant. Such cost shall not bo
subject to refund. '

2. If & distribution main of adequate size to serve a private firo
protection system in addition to all othor normal scrvice docs not exist
in the ‘stroet or alley adjacent to the premises to be served, then a
service main from the noarest exilsting main of adequate capacity will be
installed by the wility at the cost of the applicant. Such cost shall
not be subject to refund,
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Schedule No. 3
South San Francizce Tariff Area

PRIVATE FIRE PROTECTION SERVICE

SPECTAL CONDITIONS—Contd.

R R .

3, Service hereunder is for privafe fire protectian systems to which
no connecticns for other than fire protoctionipurposes are allowed and
which are regularly inspected by the vnderwriters having jurisdiction,
are installed according to specification of the wtility, and are
maintained to, the satisfaction of the utility. The utility may install
the “standard detector type meter approved by the Board of Fire Underwriters
for protection ageinst theft, leakagc or- waste of wator.

k. For water delivered for other than fire protection purposes,

charg,c.. will be made therefor under Schcdulc No. -1, G-eneral Metered
Service. . , ‘ |

5 o The utility will supp.:.y only such water at’ such pressurc as

may be available from time to time as a re ult of :Lt.. normal oporation
of the system.
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Schedule No. L

South. San Fransisce Tardiff. AFea

SERVICE TO COMPANY EMPLOYEES

APPLICABILITY

‘ Applicable to water service furnighed £or domestic use at the
place of residence of the employee.

[y

TERRITORY

The City of South San Franciscd and vidinity, San Mateo County.

RATE

. The £iled rato or rates applicable to the type of service in the
territory where service is supplied; less 25% discount.




