Decision No.

s DRIGIHAL |

BEFORE THE PUBLIC UTILiTIES COMMISSION OF TEE STATE OF CALIFORNIA

In the Matter of the Application of )
CALIFORNIA WATER SERVICE COMPANY, a
corporation, for am ordexr author-
izing it to increase rates charged

for water service in the Willows
district.

Application No. 39886
As Amended

McCutchen, Doyle, Brown & Enersen, by
Robert M. Brown and A. Crawford Greeme, Jr.,
Ior applicanc;
City of Willows, by Clyde H. Larimer, protestant;
Cyril M, Sarovyan and Jean B. Balcomb, for the
-~ Commission staff,

OPINION

Nature of Proceeding

By the above-entitled application, filed March 10, 1958,
and as amended on Augﬁst 21, 1958, California Water Service Company,
a California corporation, seeks an oxder of this Commission author-

izing it to increase rates and charges for water sexrvice rendexed In
its Willows district.

Public Hearing

After due notice to mmicipal and other public officials
and to the genexral public in the Willows district, public hearing
in the matter was held before Examiner F. Everett Emerson om

October 2, 1958, at Willows. The matter was submitted on such date.
spplicant's Position

The rates for water service presently in effect in Willows
were authorized by this Commission in 1952. In the six years since

that time, a number of events have occurred which, according to

applicant, have had an adverse effect om appligant‘s earnings in
this district. | |
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Applicant points to the faets that wages and prices of
materials have risen several times since 1952 and that electric
power rates have also increased. Further, applicant has continued
to improve the water system by having drilled and equipped two
additional wells and by having installed a second gas engine standby
for fire protection. It has also xeplaced certain mains end has
been forced to undertake extensive rearrangement and lowexing of
certain maiﬁs because of sewer and street improvemencs undértaken by
public autbority. Replacement costs aré at levels several times
gre#tervchan the costs of the original installation, so that depre-
ciation accruals are inadeduate to finance réplacement. Under such
circunstances the replacements result in a marked increase in appli-
cant's investment in plant facilities without produciﬁg.increasedv{
or offsetting revenues., As an example, applicant cites an increase
of 52 per cent in the district's rate base since the last rate
proceeding, while revenues increased only 21 per cent.

The cumulative effect of these various factors has caused
a decline in earmings and in rate of returm which applicant has
determined must be arrested. Accordingly, applicant now seeks to
increase its revenues and to establish its rate of return for this
district at 6.5 per cent over a 3-year period. The proposed increases

in rates for water service, on the basis of present water usage

would produce an incréase of approximately 31 pexr cent in revenues. .
Nature of Evidence: |

Applicant and the Commission staff preseated evidence
respecting all phases of applicant's Willows district operationms.
Also, evidemce respecting applicant’s over-all operations, présented
on September 10 and 11, 1958, duting~the hearing on Application
No., 39888, is part of this record by réference. Thus, the Commission
has before it in this proceeding evidence respecting allvéf
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applicant's operations and the results thereof as it pertains to the

company’s-finanéial position.

The City of Willows, while not introducing evidence in this
proceeding, was ably represented throughout by counsel who cxross=-
exanined witnesses and presented the City's position in general
opposition to applicant's request for rate increases.

The following tabulationm will serve to summarize the evi-
depce respecting operations in the Willows district for the estimated
year 1958:

WILLOWS DISTRICT
SUMMARY OF EARNINGS - EOTIMATED YEAR 1958

At Existing Water Rates

Item: Applicant CPUC Staff

Operating Revenues $ 88,800 $ 89,500
Operating Expenses . 72, ,800 71, 5200
Net Revenue : 16 000 18\300
Rate Base (Deprecmated) 496 700 396,500
Rate of Return' 03% b, 627

At Applicant's'Proposed Rates -

Iten | , Applicant  CPUC Staff

e e e e

at enses

Net Revenue 28 500 30, 400

Rate Base (Deprec;ated) 396 700 396, 500

Rate of Return | ‘ 7.187% 7.67%

Findings and Conclusions.

In.view 6f the evidence, the Commission finds that abpli-
cant has conclusively demonstrated its need for and encitlément to
increased revenues. |

| With respect to differences between the 1958 estimates of
applicant and staff, those of significance concern the expenses of

purchased powexr for the pumping of water and the expenses associated
with maintaining, repairing and relocating water mains. The first
of these differences is occasiomed by attempting to estimate "normal'
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pumping expenses for the one new well and an overhauled second well.
The second is primarily occasioned by attempting to "normalize' the
costs of main lowering and relqcatiné made necessary by a c¢ity and a
county program of street improvements and the installing o£ new
sewers and drainage conduits which has been under way for some time
but for which a termination date is unknown. Each of these clements
is, of course, presently unknown and, as is to be expected under suéh
circumstances, produces an homest difference of opinion amongst
experts as to its ultimate effect on the utility's operating expenses.
The problem of estimating main relocations and replacements is
aggravated somewhat by the apparent inability of either the city or
the county to indicate the extent of its program or to plan or
~schedule its work sufficiently in advance of comstruction to enable
applicant systematically to undertake its portion of the project ox
reasonably to budget its funds and the time of its work forces. Be
that as it may, the expenses of the'ucility for sﬁch,workfhavq a
decided influence on the level of water rates which must be charged.
In view of the evidence respecting these types of operating
expenses the Commissibn'cbncludes that for a "mormalized" year 1958u
purchased power costs will closely approximate $7,500 and direct

maintenance expenses of distribution facilities, including those

attributable to street and sewer improvements, will closely approxi-

mate $5,500; The Commission finds, therefore, that a fair and
reasonable estimate of total operating expenses, under the water
rates proposed by applicant, amounts to $87,000 for the year 1958.
Such total expenses, when related to estimated revenues of $116,400
under the proposed watexr rates, and the staff-éalcula;e@ deprecia;éd
rate basé of $396,500, indicates a rate of return of:7.41fper cent.

-
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Both the applicant and the staff submitted evidence on trends of ‘\’
earnings, the staff indicating a very slight downwaxd trend while the
applicant shows about 0.3 per cent downward trend at proposed rates.
It is reasonable to assume that the decline to be experienced'will lie;
between these extremes for the immediate future. It is therefore ““v
apparent that applicant's proposed rates would, undexr presently fore- //
seeable conditions, yield an excessive return in the Willows districh
The full increases in water xates which applicant has pr0posed wzll \
not be authorzzcd ~~

In our opinion, applicant should be accorded the Oppor-
tunity to earn a rate of return of approximately 6.5 per cent over a
reasonable future period Qf time, The evidence indicates that in
oxder to accomplish such result, water rates should bé set at such
level as will yield an initial rate of return of approximately 6.8 per
cent. The Commission hereby finds, therefore, that it is fair and
reasonable to authorize increases in rates and charges for water
sexvice in the Willows districet so as to produce such initzal rate of
return om a rate base of $396 500, which rate of return and rate base
we hereby find to be reasonable. Rates for water service will be
authorized accordingly. Further, the Commission finds that the
increases In rates and charges authorized herein are justified and
that existing rates and charges, in so far as they differ from those
berein authorized, are for the futﬁre unjust and unreasonable..

The findings and conmclusions herein are predzcaxed upon
applicant's use of straight-line depreciation for income tax expense
puxposes. For the year 1957 applicant elected, under Section 167 of

the 1954 Internal Revenue Code, to use accelerated depreciation.
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bpplicant is aware that this Commission has not finally determined
the treatment to be accorded accelerated depreciation and is there-
fore placed on notice that upon notification that applicant has
elected to use accelerated depreciation for tax purposes fox the
yeaxr 19.58' or a subsequent year and that upon final determination

of the Commission with respect to the over-éll matter, the Commission

nay réOpen this proceeding and adjust water rates accordingly.-‘

Califormia Water Sexvice Company having applied to this
Commission for am ordex authorxzing increases in rates and charges
for water service rendexed in its Willows d;strict, public hearing
having been held, the matter having been submitted and now being
ready for decision based upon the evidence and the f£indings and.
conclusions contained in the foregoing opinion; |

IT IS HEREBY ORDERED that California Water Sexvice Company
is authorized to file in quadruplicate with this Commission, on or
after the efféctive date of this order and in conformity with the
provisions of Gemeral Oxder No. 96, the schedules of xates shown in
Appendix A attached hereto, and, on not less than five days' notice
to the public and to this Commission, to make said schedules
effective for water service rendered on and after December 22, 1958.

The effécttve_date'of this oxrder shall be tﬁenty days after
the date herxeof.

Dated at ___ Soemnako oo ifornia, thiseZ44day

£ WMM/ , 1958,
%4 1¢7 75;?. Piesidenc'

Commissioners

Commivsionor Ral E. Untereioef .. velsg N
necessarily absont, did nov perdicipate |
in tho disposidion of ‘.hn.e Droteodingy
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Schedule No. Wl
Willows Texd £ Apas

GENFRAT, METERED SERVICE

APPLICABILITY

Applicable to all meterod water service.

JERRITORY
Tne CLty of Willows and vicinity, Glemn County.

RATES
Service Charge:. '

For 5/8 x 3/i~inch meter
For 3/4~3nch metor
For l-inch meter
For la-inch meter
For 2=inch meter
For 3-inch meter
For L-inch meter
For 6~inch meter
For g-inch meter
For 10-inch meter

Quantity Rate:

For all water delivered, per 100 Cu.fte .eveeeeenss
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The Service Charge 1s a readiness-to-serve charge
appliceble to a1l metered service and to whick is
to be added the monthly charge computed at the

Quantity Rete.
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APPENDIX &
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Schedule No. WL-2R

Willows TavAff Aren
RESTDENTIAL FLAT RATE SERVICE

APPLICABILITY.

Appliceble to all residentisl water sorvice furnished on a flat rate
basis. _

TERRITORY

e

The 04ty of Willows snd vicinity, Glen County.

RATES Por Service Comnection
Por Month

For each residence of five rocms or )
less, exclusive of bath or toilet
facilities and irrigated areas ............ $3.00

. dn addi‘bién, for each room
in excess of £Ive .eeiievrescscesaranes 25

b. In addition, for each flush )
toilot, bathtub, or SHOWEr seevvecceon. do =

In addition, for all Srrigation or
sprinkling of lewns, payable during
the months May through October of
each yoar:

For £irst 3,000 sq.ft. of such ares
per loo sq.f‘t. ..I'.I...I.l.....l...'-.

For all such ares in excess of 3,000
sq‘ﬁ', per loo sqlft. '.II..C‘I...‘I...I

SPECIAL CONDITION

Any new applicant for residential water sorvice may select either fleat
or meter rates. Any residential customer heretofore served at meter rates
ey exercise his option to be served without

8¢, eny residentisl customer heretofore
exercise hls option to be sorved at metor rates; provided, however, that
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Schedule No.A W-2R

Fillowy Tariff Aves
RESTDENTIAL FLAT RATE SERVICE

SPECIAL CONDITION—Contd.

when en applicent ¢or custemer has exercised his option to be served wder

either schedule, such applicent or customer must egroe, while he remains
& customer, to'accept service wnder the selected schodule for a period of
at least 12 consecutive months. ' -
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Schedule No. W50
Willows Tariff Area /

PUELIC FIRE HYDRANT SERVICE

APPLICABILITY

Applicable to all fire hydrant service furnished to the City of
meuSo ’

TERRITORY
The City of Willows, Glenn County.

RATES | Pay Month
Gomoral Chaxge seceesececcssecessvcnvescses $90.00

Additienal for each fire hydrant
Owned bythoutmty vsissosmsensssIPEsRRSBEY .50

SPECIAL CONDITIONS

1. The above rates include use of water for fire protection and for
no other purpose. For water delivered through fire hydrants for any other
Purpose, charges will be made therefor at the quantity rate under Schedule
No. Wl, Ceneral Metered Service.

2. Hydrants owned by the utility will be maintained by it. The
utility will install and own the tee in the main, hydrant branch, valve,
by and hydrant. The public authority will pay for the relocation of
sny hydrants cwned by the uwtility.

3. The utility will supply only such water ot such pressure as may
be available from time to time as & result of its normal operation of the
Systemo ‘ o ' '




Schedule No. Wi-5

Willows Tardfs Apes
PUELIC FIRE EYDRANT SERVISE

APPLICABTLITY

Applicable to =11 fife hydrant service furnished to duly organized
or incorporated fire districts or other political subdivisions of the
State, except the City of Willows. ‘

JERRITORY
The City of Willows and vicinity, Glemn Co'uzi’oy.

RATES
Zer. Hydrant Per Month

s : Siza :1f° Avtached:1f Attached:If Attached:lf Attachod:
: Hydramt 2 of to 2™ or o 4o 220 6" Main
sOumed by :Hydramt: Type il 37 : L : L

Estnority 2" Vheef : $1.00 $1.25 $2.50
Utdlity 2"  Wearf 1.25 1.50 1.75

Authority Whart 1.25 1.50 1.75
Ttility T Whapf - 1.50 1.75 2.00

Authority Whars 1.50 1.75 2.00

Authority 47  Standard - 2.00 2,50
Teddty Stendard | - 2.50 = 3.00

Autbority Stenderd - - 3.00"
Utmw é" Standard - - 3_50_

| SPECIAL COMDITIONS

1. The ebove rates include use of water for fire proftection amd for
no other purpose. For water delivered through fire hydrents for any other
parpose, charges will be made therefor at the monthly quantity rates under
Schedule No. Wi-1, General Metered Service.




Schedule No. WL-5

Wj]]m Tarier Arag

- SPECIAL, CONDITIONS——Contd.

2. Eydrants owned by the public authority will be instslled »
medntained, painted, inspected and relocated at the expense of the public
authority. The utility will Install and own the tee in the nadn, the
hydrant branch and the ¢ontrol valve.

3. Hydrants owned by the utility will be mainteined by 4t. The
wtility will inmstall and own the tee in the main, the hydrant branch, the
valve, and the bury and hydrant. The public authority will pay for the

relocation of any hydrants owned by the utility.

4. Number of outlets in standerd outlets will be limited to
two 2%-inch outlets. '

5. Fire hydrants will be attached to the utility's dlstribution mmins
only as guthorized by the proper public authority. Such authorization
must designate the ownership, size, and type of hydrants and specifically
state the location at which each 1z to be installed.

6. The utility will supply only such water at such pressure as may be
available from time to time as a result of its mormal operation of the
system. . _




