Decision No. 3S8UCGA

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Application of PENINSULA SERVICE )
CORPORATION to inmcrease its water) Application No. 40413
rates. ) (4mended)

OPINION

By its application filed on September 8, 1958, and by the
first amendment thereto filed om December 15, 1958, Peninsula Service
Corporation requests authority to increase rates for water service
in its service area which is situated partly within the City of
Mountain View and partly outside thereof, approximately two miles
north of the center of town, in the County of Santa Clara. The rates
requested are estimated to increase revenues by about 30 per cenmt.

In addition, applicant proposes to inerease the amount of the deposit
to establish credit required of non-property-owner applicants for

residential service as stated in Rule 6(a) of applicant's filed

rules and regulations. The amount of the deposit is presently $2.50

and it is proposed that this amount be inercased to $S.00.
Eistory of Svstem

A certificate of public convenience and necessity te
operate a public utility water system was granted to Peninsula
Sexvice Corporation, and the present rates were established by
Decision No. 43473, dated November 1, 1949, in Applicationm No. 30206.

The water supply is obtained from two wells, each
having a pumping capacity of 150 zallons per minute. Storage fzcili-~
ties consist of a 20,000-gallon-capacity redwood tank. A 1,500~

gallon steel pressure tank i5 used in the system to maintain the

system's pressure between 40 and 75 psi.
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Rates, Present and Proposed

The following is a comparison of the utility's present mini-
mum and quantity charges for gemeral metered service and those pro-

posed in the application.

Per Meter Per Month
- Present Proposed

Minimum Charge

For 5/8 x 3/4-inch MELET ceevenevesnss $2.25 $ 3.
Foxr 3/4=inch MELEr vevevrrvereae 2.50 3.
FOI.' l"inCh meter cPoeassvorrree 59.00 5.
FOI.‘ l"l/z"iRCh meter e rssvesmnsnwn 6.00 8.
For 2-inch meter ..vevnveveces  9.00 .
The monthly minimum charge will entitle

the customer to the quantity of water

which that monthly minimum charge will

Purchase at the following monthly

quantity charges.

Quantity Charges

First 700 cu.fz. o 1e38 seeevns..  $2.25 $ 3.00
Next 800 cu.fr., per 100 cu.ft, .30 .35
Next 3,000 cu.ft., per 100 cu.%, .25 .30
Next 5,500 cu.ft., per 100 cu.ft. .20 .25
Next 10,000 cu.ft., per 100 cu.ft. - .20
Qver 10,000 cu.fz., per 100 cu.ft. .13 -

Over 20,000 cu.fr., per 100 cu.ft. - .15

Results of Operation

The annusl reports filed by applicant with this Commission
show that operating expenses, exclusive of taxes and depreciation,
bave Increased from $2,157 for the year 1955 to $3,021 for the veaxr
1957, ond that property taxes have correspondingly incressed from
$85 to $207. During the ssme interval, net revenue has decreased

from $991 to $130, and end-of-year utility plant has increased from

$22,786 to $26,334. Customers have increased in number from 78 to

91 in this same two-yvear period.

Applicant has been accruing depreciation by use of a 5.0%
composite straight-line rate applied to its depreciable plamt. The
staff from its field investigation of applicemt's properties has
recommended that the straight-line remaining life method be adopted
and that a 3.07% composite rate be used. This 3.07% rate will be

adopted herein.
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The applicant has made no showing of its earnings on a
depreciated rate base for a given test period, but im lieu thereof
has shown in its Exhibits 1 and 1A, attached to the application and
the amendment, income statements for the six months' period ended
June 20, 1958, and for the 12 months' period ended December 31, 1957,
respectively. Supplemental information developed by the Commission’s
staff and confirmed by letter from the president of the utility
indicates that the application of the proposed rates to the actual
number of customers at the end of 1958 would produce approximately
$6,500 in operating revenue. The staff estimates that five customers
will be added duwing 1959, which should result in an additional $300
of revenue at the proposed rates. The operating expenses, as esci-
mated by the staff from its field investigation and its review of
applicant's recoxrds, rcflect current coperating conditioms and are
considered to be reasonable herein for a utility of this size and of
comparable operation.

The results of operation estimated for the year 1959, at

both present rates and the rates propoced by applicant, are summarizec

in the following tabulation showing revenues, expenscs and rate base

as estimeted by the staff.

Year 1959 Estimated
Appricant's
Item Present Rates - Proposed Rates

Operating Revenue $ 5,300 $ 6,800\

Operatinz Evpenses
erating Expenses 3,200 3,200
Taxes otier than Income 300 300
Income Taxes 330 820
Depreciation (37 Comp. Rate) £00 800
Total Expense 4,630 5,120

2 >

Net Revenue | 670 1,680 1
Average Depreciated Rate Base 19,900‘ 19,900
Rate of Return 3.4% 8,40
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FTindings and Conclusions

Based upon the results of operation tabulated above, it is
concluded that the present rates are deficient but that the rates
proposed by applicant are somewhat excessive. A rate of return of
7.5% is adopted herein as being reasonable. This return applied to
the staff rate base of $19,900 would produce $1,490 of net revenue.
The estimated results of operatiom for the year 1959 at the ratés

hereinafter authorized would be as follows:

Estimated Year 1659
Authorized Rates

Operating Reveaues $ 6,520 1

Total Expences 5,050 |
Net Revenue )

Depreciated Rate Bagse 19,9C0

Rate of Return 7.5%

Applicant has no £lat rate schaedule on £ile, but has béen
billing its eight ummetcred customers on the dasis of the minimum
charge for a 5/8 x 3/4-inch meter. In oxder to avoid discrimination,
applicant will be required to install meters for 3ll ummetered
customers., The rcsults of operation cdopted above reflect this
system as being fully meterad.

Applicant's proposal to increase the amount of the deposit
required of non-property-owner, residential or domestic users £xom
$2.50 to $5.00 is justified and will be authorized herein.

Customer Response

On Januaxry 6, 1959, a letter was sent to the 91 customers
of Peninsula Service Coxporation by the Commissicn staff., This letter
provided the customers with information concerning the revenue the
utility could expect at its proposed rates, as well as an estimatesd
summary of earnings for the year 1959 should such rates be authorized.

There were no replies received from the customers in response to this

letter.
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The Cormission baving considercd the request of applicant
and being of the opinion that & public hearing is not necessary,
therefore,

IT IS HEREBY FOUND AS A FACT that the increases in rates

and charges oauthorized herein are justified and that present rates

and charges, in so far as they differ from those herein prescribed,

for the future are unjust and unreasonable; therefore,
IT IS ORDERED that:

1. Peninsula Service Corporation, a California corporation,
is authorized to file in ggadruplicate with this Commis-
sion after the effective date of this order, in conformity
with General Order No. 96, the schedule of rates attached
to this oxder as Appendix A and, upon not less than five
days' notice to this Commission and to the public, to
make saild rates effective for service rendered on or
after April 16, 1959. —

a. Applicant is authorized to increase the amount of the
deposit required to establish credit for residential
service from $2.50 to $5.00

b. Within forty-five days after the effective date of
this oxder, applicant shall file in quadruplicate
with this Commission, in conformity with the pro-
visions of General Order No. 96, rules governing
customer relations revised to reflect present-day
operating practices, a revised tariff service area
map and printed copies of sample Lorms noxmally
used in connection with customers' services, all
acceptable to the Commission. Such rules, tariff
service area map and forms shall become effective
upon five days' notice to the Commission and to the
public after filing as hereinabove provided.

Applicant, within ninety days after the effective date of
this order, shall install meters on all unmetered services,
and shall infork this Commission in writing within ten
dsys thereafter.

Applicant, within sixty days after the effective date

of this order, shall file with this Commission four
copies of a comprchensive map drawn to an indicated

scale not smallex than 400 feet teo the inch, delineating
by appropriate markings the various tracts of land and
territory served; the principal water production, storage
and distribution facilities; and the location of the
various watex system.properties of applicant.
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Beginning with the year 1959, applicant shall determine
depreciation expense by multiplying the deprecisble
utility plant by a rate of 3.0 per cent. This rate
shall be used until review indicates that it should be
revised. Applicant shall review the depreciation zate,
uging the straight-line remaining life method when
major changes in utility plant composition occur and
at intervals of not more than five years, and shall
revigse the above rate in conformance with such reviews.
Results of these reviews shall be submitted to this
Commission.

The effective date of this oxder shall be twenty days after
the date hereof. 225

Dated at San Francisco , Californis, this _ /2 =
day Of 7]74*7/7-4' LA 9 1959«

(
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Schedule No. 1
(YENERAYL METERED SERVICE

APPLICABILITY
Applicadle 1o all metered water service.

TERRITORY

The area including the northerly portion of the City of Mountain
View and vicinity, southwesterly of the intersection of Charleston
Roed and ' Bayshore Highwoy, Santa Clara County.

RATES

Quantity Rates:

First 700 cu. £t. or 198 cereceee..

NOJCC 3,800 CQ. f‘b-, pel‘loo C\l- ft. sesemssvacae
Noxt 5,500 cu. £%., per 100 cu. £. cevveeave
Next 10,000 cu. £t., per 100 cu. fte ccvsnvves
Over 20,000 cu. ft., poer 100 cu. £, cvvevrase

Minimum Charge:

TOr 5/8 % 3/4~1DCH MOTOT weeevsereancsccsvnonne
FOI' B/L-i.nCh meter [ Z RN N R YRR RREYNRY RN
FOI‘ l-inCh meter Sorosvsasecnrsscsasennaw
FO’S‘ 1-1/2—111¢h meter #oamsassecsascscnsvrasse
?OI’ 2—5.!10h meter sesssmsmREvsssPRERRES

The Minimun Charge will entiile the customer
to the quentity of water which that minimum
charge will purchase at the Quantity Rates.




