- Decision No. _ 60241 - | @ﬁi@gwﬁi
BEFORE THE PUBLIC UTTLITIES COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Application of
the 10S LOMAS WATER COMPANY, INC.,

for authority to increase water . Application No. 41872
rates in the unincorporated texritory o

near Watsonville, Monterey County,

California.. . '

OCPINION

Los lomas Water Company, Inc., by this application filed”
on January 21, 1960, seeks authority to increase its rates for water .
service furnished in the unincorporated territory known as Los Lomaé
subdivision, located approximately three and one-half miles south- 
easterly of Watsonville, Mbnteiey‘County. The rates requested are
estimated to increase revenues byvapproximately‘26_percép;3

The instant application avers that the proposed-increase
in rates is neceséary to produce sufficient revenuesito.quer coOSts
of operation and a moderate xeturn on the capital invested in facili-

ties used and useful in furnishing water sexvice to the customers.

History and Description of System
' Operations by this utility were begun pursuént to a cer-
tificate of public convenience and necessity granted in Decision

No. 33842, dated January 28, 1941, in Application No. 23709. Ia

1952 all of applicant's stock was acquired by Clayton B. Neill, mow

president ¢f the comﬁany.

The principal system facilities presently comnsist of two
wells, two automaticaliy controlled deeﬁ well turbine pumps, am
automatically controlled booster pump, 2 50,000~-gallion and‘é 25,000~

— i s 5

galion redwood surface‘storage tank, approximately 30,000 feet of
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éteel distribution main ranging in size from 2 iﬁches to 6 inches in
diameter, and sexvices and meters. App#oxihateiy'ZéO-customers are
presently being served.. | |

One well dischaxges water into the distrxbution system at
a point near the 50,000~-gallon surface storage tank and is the
principal source of supply. A booster pump draws water from the
50,000~gallon tank for discharge into a separate distribution systen
sexving a higher elevation zome. From the second well water is
pumped directly into the distribution system dﬁring-péak’demand
perlods. Water potability is checked regdlar1y by theiMbnféréy
County Health Department and has ‘been. found to be acceptable.

Rates, Present and Proposed

The following tabulation is a compaxative summary of the
utility's present rates, wh;ch were established by-the Commxssion in’
Decision No. 49981, dated April 27, 1954, in Application No. 34884,
and the rates proposed by applicant in'this.proceedipg: |

METER RATES -

Pex Métef r Month
Present Co.  Proposed

Rates ' Rates.

'Quantxty Rates: - o
First 500 cu. £r. or less ..... cecesns $§ - $3.00
First 700 cu. 2.65 .-
Next 500 cu. £t., per 100 o - C W40
Next 2,300 cu. f£t., per 100 -
Next 3,000 cu. f£t., per 100
Qvexr - 1,000 cu. £t., per 100
Over 6,000 cu. ft., pexr 100

Mininum Charge: ' ,

~ Fox 5/8 x 3/4- inch.meterg' ‘ . 2.65

" For - 3/4-inch metex _ : 3.75
For l-inch meter 6.00
For - 1-1/2~inch meter" o 10.00
For . Z-inch‘ mcu L A N W ) - oy essese 15 .oo"'\
Fox 3~inch mMeter .ocececcee eenee - 30.00:
Fox 4-inch meter ...... cecas 45, 00

The Minxmum Charge will entitle the customer

to the quantity of water which that minimum
charge will purchase at the Quantity Rates.
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No fire hydrénts are currently installed. Applicant pro-
poses, however, to establish rates for public fire hydrant sexvice in
anticipation of possible hydrant Installations in the future. The
proposed charges are shown in the following tabulation:

PUBLIC FIRE HYDRANT SERVICE -

Per Hydrant r Month
Present. 53 %roposed :

‘Rates - -Rates

For each 2-inch fire hydrant ;. ....... e $ - $ 4.00
For each 4-inch fire hydrant . ' 8.00
For each 6-inch fire hydrant - 12.00:

Customer Response

Members of the Coﬁmission's staff have completed a‘fiéld
investigation of the applicant utility's properties, operations and
records related to the instant application. During the‘invééﬁigation
several customers were interviewed with regard to the qualmty of
sexvice furn;shed by the utility. In additiom, the staff. analyzed
the utility'’s expenses, revenues and systenm additions for tye‘past
several years. All of these data bave been considerod in arriving at
the staff's Sumary of earnings estimate for the year 1960 shown
later in this opinion.

Followmng the staff's invastxgatﬁon, a letter was semnt to
all present customers of Los Lomas Water Company on.March 25, 1960.
This letter provided the customers with information concerming the
requested raceﬁ; the staff's prelt@inaxy estimate of the‘net'rgvénues,
rate;basé and rate of retuxrn for the year 1960 if the_applicané's
requested rates were autborized; and solicitedjany c&ﬁmeﬁts"the
customers might wish to make in conmection with the Commission's
,considefation of this matter. Thirteen‘repiies werelréceived, all of

which referred only to the level of rates proposed by‘thefcbﬁpany.
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Character of Service Rendered

As a result of the staff's investigation of service condi-
tions in the field, it appears that there are certain administrative
deficiencies in the utility's operating procedure. First, the
utilityvdoes not ettemtt to notify customers of any plant shutdown
resulting in service interruption, even though the interrvption may
result from stheduled maintenance work. Also, the majority ef‘cus-
tomers pay,water bills and otherwise contact the company at a |
neighborhood grocery store; however, a copy of the utility's
’effectmve tariffs 1s not available at this locatzon nor elsewhere in
the sexrvice area. Furthermore, all applicants £for initial service or
customers artanging for reconnection of service are requxred to pay
a $10 credit establishment deposit to the utility, althaugh such
practice is not authorized by the utility's filed tariff schedules.

In other respects the quality of,service as tegards'ptessure

adequacy and po:ability of the water supplied is generally acceptable
to the customers ‘ o ‘

Summarv of Showing_

Exhibzt H to the application is the utility' s rate of
return summary for the estimated year 1960 at both present and pro-
posed water rates. Comparison of this summary with that of the
Commission's staff for this seme-period indicates that the principal
differences arelin the items of revenues and rate base. The staff
estimate of revenue is greater than that of the comﬁany because of
the staff's bellef that increased revenue fxom customer growth will
exceed decreased revenue resulrting from climatic usage adjustﬁent
between years 1959 and 1960, whereas applicant's showingﬂindicetes
that the two effects are‘offsetttﬁg. Also, the Staff's‘detivation
of rate base is lower, in tetal, by‘$3?770, moét~o£'whith difference
lies in the depreciation resexve deduction £xom gxosseplant;.whidh
will be discussed in more detail later in this opinion.

| de
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The stafi's estimate of results of opexation for the yeaxr
1960 is summarized in the following tabulation, together with com-
parable data from the company's showing set forthginvits application:
Year 1960 Estimated

Applicant’'s
. Present Rates Proposed Rates
Ttem Statf Applicant Staff  Applicant
Operating Revenues $10,100 § 9,640 $12,700 $12, 170
Operating Expenses 7,100 7,360 7,100 7, 360*
Ferstetart 8 L bR o
epreciation 1 ‘
Total Expenses -9, , ,910 ,
Net Revenue 1,070 560 2,790 2 ,323

Gross Plant, Materials ; o .
and Supplles, Working Cash 46,051 44 246 46,051 44 246'-
Less: ‘ :

Deprecistion Reserve 21,364 17,105 21,364' 17 105
Contributed Plant 60 60 60 60

Depreciated Rate Base 24,627 27,081 24 ,627 . 27,081

Ratefof’Return &. 3% - 2.1% 11. % 8.6%

* Adjusted to exclude the interest amount claimed as
operating expemses in Exhibit "H of application.

Findings and Conelusion

The results of operation as shown herein clearly indicate
~ that the revenue produced by the present rates is deficient however,
accorxding to the above estimates the rates proposed by applicant will
yield an unfeasonablylhigh‘return on its imvestment. Therefore, a
rate of retnrn of 7.5 percent and a depreczated raee base of
$24 630 for the test year 1960 are adopted as reasonable for the
purpose of this decision. ,

- The rates authorxzed by the order which follows are
estzmated for the tesc year, to yleld a retuxn of 7.5 percent and to
produce an anoual net revenue of $1,850 after allowance has been made

for all reasomable operating‘expenses,\inclﬁdingfdepreciation; and

. taxes.
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The cdopted results of operation for the year 1960 estimated
are as follows, and we hexeby find them to be reasonable: |

_ Estimated,fear 1960
item Authorized Rates

Operating Revenues ) ‘ $11;280'
Operating Expenses, Excluding Taxes
and Depreclation , 7,100
Taxes Other Than on Income 456
Depreciation - 1,304
Taxes on Income 570,'
Tbtal Expenses ] G,ZSU

Net. Revenue - | . 1,850d'
Depreciatcd Rate Base o o 24,630#

Ratc‘opreturn j , | | 7;Sif'

Applicant's request for a dowvnmward adjustmcnc to recorded
depreciation'reserve to offset alleged over-accruals thereto by prior
| mancgement' appears uanwarranted. For several ycars,“in‘fact since
the presenc management took over the operatiom of the system in the
year 1952, the utility has accrued depreczatzon ou the straighz-line
remaining life basis. Having so adopted this method, applicant bhas
used a.depreciaticn rate based, in part, upon recorded reserve at
that time. This method, thxough periodic reviews inherent chcfcin,
willvprovide for the reasonable recovery of the original cost of
depreciable plént over the remaining life of such plant without need
for adjustment to reserve as proposed by applzcant |

Evidence indicates that applicant has failed to comply*wmth
the intent expressed in certain portions of the Commission's Genmeral
Order No. 103, specifically those requirements respecting customer
access to coples of rates and rules governing scrviceandlcustcmer
notification of scheduled service interruptions. Applicaﬁt'is hereby
reminded that this general ordex has the same force and effect as any'

othcr oxder issued by this Commiss;on in a specific proceeding
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Although no firc hydrents are currently'insteiled“on.appli-
cant's water system, a schedule of rates for such 'service appears
desirable in anticipation of furure hydrant installation, Applicant's
requested fire hydrant rates, however, appear to be higher than are
waxranted. The rates for public fire hydrant service-authorired in
this proceeding will be at a lower level, consistent with other
public utility hydrant rates prevailing in nearby areas.

Applicant bas collected deposits to establiSh’credit=for
initial service without regard to the provisions of its filed
" Rules Nos. 6 and 7. The utility is bereby reminded :het it may not
collect charges in comnmection with the furnishing of.nater service,
e_ther as & charge or a condztzon, which are not set forth in its
£iled tariffs in effect at the t:z.m._. |

Applicant ut;liry has no telephone directory 1isting ox
other readily available source of reference to pexmit cusromers, or
other interested parties, to communicate with the utility in case of
emergency or other need. The order which follows will xequire that .

such 2 listing be made in the interest of improved customer relation.

The Commission having considered the Tequest of applicant
and bezng of the opinion that 2 public bearing is not necessary,
therefore,

IT IS HEREBY FOUND AS A FACT that the increases in rates
- and charges authorized herein are justified and that the'present

rates, in so far as they differ from those herein prescribed, are for

the future wnjust and unreasonable, therefore,




‘A. 41872 ET *

IT IS ORDERED that:

1. Applicant is authorized to £ile in quadruplicate with

';his Comnission zfter the effective‘date of this order, in coanformity
with General Order No. 96, the schedules of rates attaéhéd to this
oxder as Appendix A and, upon not less than five days' notice to this
Commission aﬁd te the public, to make said rates efféctive fbr all
sexvice rendgredfOn and after July 1, .1960.
. .

2. Applicant shall file with this Commission, within sixty
- days after the effective date of this order, four‘copies of an
up-to-date, comprehensive map acceptable to this Commission, drawn
to an indicated seale not smaller than 400 feet to the xnch delin~
eating by appropriate markings the various tracts of land and
territory served°‘the principal watex protuctmon, storage and dzstrz-‘
bution facilities; and the location of the.va:ious lggal‘water system
propertxes of applicant. “ | | |

3. Appllcant shall fxle in quadruplicate with thzs
Commission, within forty-f ve days after the effective date of ;this
order, in conformity-wmth the provisions of Gemeral Order No. 96,
rules governing customer relations revzsed to refleet. present day
operating practices, and semple copies of prznted foxms.normally used
in connection with service to customers, all in a forh‘adcepﬁable“to
the Commission.

4. Applicant shall, within nipety days'afcer’the effective‘
date of this order, make available for referénce by its customers
at an accessible locatior within its service area a copy of its
cur:ently.effective taxiff schedules, and within ten days thereafter
shail report invwriting to this Commission the location at whieh

such tariff schedules have been so made available.
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S. Applicant shall, within ninety days after the effective

date of this order, establish local exchange telephome service in

the name of the Los Lomas Water Company and inform its customers of
the resulting telephonelnnmber, and within ten days :hgreaftef shall
advise the Commission in writing of theldate on which such compliance
was ef£ected. | . ‘

o The effeétive date of this order shall be tﬁenty daysaftef
| the date hereof.

Dated at _ San Francisco

O o, 1960.

/




Schedule No. 1
GENVRAL MRTFRED SERVICE

APPLICABILITY

Applicsble to all gensral metersd water service.

TERRITORY

The unincorporated area known as Los Lomas Sﬁzbdiviéionflécated ‘approxd-
mately 3% miles southrasterly of the City of Watsonvills, Montersy County.

RaTES i
Puy Mote:j

. niz : Mgnr‘h
Quantity Rates:

First 700 cubic £e0% OF 1eSt ceveenersvnecnvaonns 5 2,80
Next 2,300 cubic faet, per 100 cubic feet ec.c.... 37
Over 3,000 cubic faat, per 100 cubic faet ........ 25

Min{mum Charge:

FOr 5/€ X 3/4minch DALET seceeeeceereecoecnrasnnees  $ 2.80
For 3/L-3nCh BOAT suceiviaiacincenceresennas 4.25
For I=iNCh MOTAT sevesssmcssacasecocacnsons 6.50
For 1=1/2-50Ch MATET seeeeveecsacncssonsoncnren 9.50
For 2-Inch METAT -reeiececccnnccacnosocnsas 17.00
- For 3=1nCh METAT sevincecenrecicnnersennses. 32,00
FOZ‘ L-inChmet‘.'r #esBsvsrsvernsensasvasanea 55.00

The Minfrm Charge will entitle the customer
to the quantity of wator whick +that minimm
charge will purchase at the Quantity Rotes.
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Schedule No. 5
PUBLIC FIRE EYDRANT STRVICS

APPLICABTLITY

Applicable to all fire hydrant service furnished o duly erganized or
incorporated fire districts or other political sudbdivision of the state. -

TERRITORY

The unincorporated area kmown as Los Lomas Subdivision Iocated approxi-
mately 3 miles = southeasgterly of the City of Watsonville, Monterey County.
. . :, ,...—--—‘-'—"""“‘“ " !

? Per Tydrant par Month ‘
Facilities Tnetalled-at Co«t of:
T D3ility = Public Authority

Wharf Eydrant:

On main swaller then 4 inches S
in dimter L Y I R R N NN N 32.50 ’ v sl.zs
On main 4 inches or larger indiameter 3.50 1.75

Standard Eydrant: -
Single outlet ..

" Double oUtlet wecnecerccracrccccces
TripIe outlet wesevsscsensnvesssna

SPRCIAL CONDITIONS

1. For water delfvered for other than fire 'pwtectionf Purposes, charges

Wwill be made at the quantity rates under Schadule No. 1, General Metered
Service. | f -

2. Relocatien of any hydrant ckall de at the expense of the party
Teaduesting relocation. ' ‘

3. The,utﬂity;uﬂl supply only such water at such Pressure &8 DAY Do
avallable from time to time.as the result of its normal operation of the
systen.

4o Where the facilities are installed at the cost of the public
authority, such costs include 2]l labor and materiale except that the utility
will provide the materiala for the service tee and the shut-0ff valve. The
service tee and valve will be installed only by utility authorized personnel.

5. The cost of extending a main for f£ire hydrbn‘t:, se:-v?ico uﬂl"b& paid
by the applicont for the sezvice, and such cost will not be sudjact to
refund. : Lo ‘ - o T




