
Decision !~o. S029R 

BzrOl'.E T!-:!: PU"BLICU'I'ILITIES COMMISSIO~: (JF !HZ .s!A'IE· OF CALIFORNIA ' 

In the 'Me.ttcr of the Application of ) 
EVERGREEN lo1AXER C01'1PANY, me., a ) 
corporation, for an order authoriz- ) 
ing it'toincrease rates. charged ) 
for'water service inits.certifi- ) 
cated area. . ) 

In :the Y.i8.tter of the App·lication of 
EV'ZRGImEN WAl'ER. COMPA1:JY, me., a 
corporation, for an ,order authoriz
ing it· to: proceed under': the terms 
of. a contract to s'Upp-lywater :0 
Iract 2469, City of San Jose" 
California. . 

A9P:tication,of EVERG::?.EE~~ .vlAl'ZR 
. COl1P ANY, ,INC., a:, corporation, for 
authority to' issue stock in 
exchange.xor ca.sh and < in cancel la.
tionof eertaininc!ebtednesses· of 
the corporation. ' 

) 
) 
) , 
" ) 
) 
) 

) 
) 
) 
) 

~ 

Application No. 41383' 

Appl.ication i.'1o. 41865' 

Application No. 42096 
Amencied 

John p.~ Marlais--, for applicant. 
vaug&i%i, Paul & Lyons by J9bn G .. Lyons, 

for Proud Construction corp .. , inter
ested party .. 

Martin J. Porter, P. E. Va.lena and 
Alfred V.. Day, for the COIImiission 
sta.ff. 

o FI r~ I OI~ -------
'" '" 

',-S)'Tlqpsis of the Applications :: 

On August 7, 19'59, Evergreen Tilate= Company filed Applic:a-

tion t~o. 41383 requesting authority to increase rates for water. 

service. provided in its certificated area in Santa~C1ara CoUnty. 
' 'I • , 

Public hearing. On this application was beld bcforeEx.mi ncr F. Everett 

Eme4'son at San Jose 6n January 12, 1960, and the matter was s'Ubmitted. 

On Ja.nuary 19:t 1960, the utility filed f...~plication 

No. 41865 ,seeking authority to dev-".t.ate £-rom its filed main extension 
rule in connection witna contra.ct: wit:h a subdividez" £o~extending 

. ..' I"" 
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service to a new tract involving several hundred prospective homes. 

This situation had not beP-n. disclosed by applicant at the hearing 

on .J2.'tJ:U.ar'1 12. Because of the substantial effect that the' 

development of the tract Will have on applicant's ~arnings position~ 

the Commissico, on February 24, 19GO~ ordered subclission of Applica

tion l'!o. 4138'3 set aside' and reopened the matter for consolidated 

hearing with App1ic=:.tion No. 41865. 

During the consolidated hearing on Applications Nos. 41383 

and 41865, before Comm.issioner Theodore H~ Jenner and Examine: 

F. Zverett Emerson, in San Jose on March 23~ 1960~ the utility 
'. 
" 

req'.lested an a.djourD.mCnt until such title as. it could prepttre ::,and 
, 

file an application for authority to issue capital stock in exchange 

for cash and cancellation of certain debts. Application No. 42096 

requesting such authority was filed on Y~ch 30, 1960. 
~,,;; 

On April 22 ~ 1960, the utilitY filed an amendment to 

Application No. 42096 and a request for dismissal of Applieation 

No. 41865. The amendment to Application No. 42096- seeks authority 

to issu~ 2. greater . amount of capital stock than the. original app11.

cation. In rcq,uesting dismissal of Appli~tion ~. 41865 applicant 
I 

states tl'lat it has entered into a new contract with the subdivider 

and that the. new contract docs Dot involve deviation' from its filed 

maln extension rules. 

Consolidatedheuing on' .all ~hree .a.pplieations was held 

in San Fr~cisco before ~ssioner Jenne: and Exarn;ner James ~. 

:-:aley on April 27, 1950. The matters ~1ere submitted subject to 

receipt of a latc-filcdexbibit wbich the Commission bas subsequently 

received. 

Preseotcpcrations 

Applicant now prOVides serv'ice to 77 customers in the 

unin~orporated community of Evergreen in Santa Clara. County. Present 
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customers are confined to an area amounting to roughly' 5 per cent of 

a total certificated ~ea of "sor.nc 6,000 acres lying partly>witbin 

and partly without the corporate limits o£the City of San Jose. 

Source of supply consists of two deep wells. The arcais supplied' 

gravity w~ter from a 40,?OO-gallon redwood storage ,tank located on a 

hill. '!hesys::em is adequate for providing service to existing 

customers. 

Prospective Growth 

'Testimony of X'ecord :i.ndicates:'that in the portion of'appli-
.. \ -.'1 

cant r S service .area lying within the City of San .Jose 7 the first: unit 

of 100 houses of a $ubO.ivision known as Meadow Fair was Utlder con--
sttuceionand was expected 'to be completed do:ing May ,1960. 

- ~J' 

Construction of a second unit of 100 homes was scheduled to, start in 

June 1960. Construction of .:t third unit of 100 homes ~as scheduled 

to begin in July 1960. A total of 500 homes is' ultilDately planned 

for the tract, but scheduling details of the last 200bomes ere not 

ye1: £:i.rm. l3ceause tae Meadow Fair tract is cons1de:rably removed 

frOm its present eustomers in the commu:c.ity of Evergreen, the utility 

plans to se.-vc the. new subdivision fr:om a s~arate7 nonilltereormected 

water system, with its own wells. and a 150, COO-gallon storage tank. 

the proceeds from the issuance of the stodt, for whieh authority to 
issue is sought herein, v.1.11· be used for the construction of the 

system. needed to' serve the new subdivision. 

Rates;t Present and Proposed. 

P::'esent rates formetereci servi.ce i.':av:e been in effect 
" 

S:L.nCC the utility was first certificated by the COmmission in 1954. 

'!'here are no filed flat rates; however, 33 of applicant's present 

customers are not metered. 'l'hese services are ~harged the miniJnum 
I 

meter rate.. Applicant plans to have installed meters. for all services; 

by July 1,. 1960 •. 
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Under the rates proposed by applicant> t11c typical user 

consuming 1,500 cubic feet of water in an average month would pay 

$17.50 compared to $4.90 at present rates.Tais would represent an 

increase of 250 "per cent over the amount he now pays. 

Although fire hydrants a4C installed,? applicant has no 

rate schedule on file for public fire hydrant service and bas not 

recrlasted a schedule for such service. However;, applicant bas 
. 

collected fire hydrant rentals in the past and the evidence indicates 

that there is need for this service. Consequently, a schedule for 

public fire hydrant service will be established "at this time. 

ZarningsResults 

Because the extension of serv-lce to Meadow '2 air tract Will 

have the controlli~s weight in determining applicant's level of 

ear.nings;, the current year is unsuitable as a test period. '!he 

calendar year 1961 is a more appropriate test period £o~ determining 

" the proper level of rates. Applicant introduced estimated results 

; of o!'erations for the calendar yeaz 1961 but did not revise its 

showing to-reflect the changes in rate base brought about by its 

amendment to the proposed method of fin3ncin& plaut additio1::.s. The 

Commission staff, on the other hand, introduced estimated "earnings 

results for 1961 which include such changes in rate base... -The staff 

results for 1961 are s1mmwrized in the t~bulationbe1ow: 

Operating P~enue 
09erating Expenses and Taxes 
l~e.t aevenue 
Dcp:reciated:Rate Ba.se 
&ate of- P..eturn 

?resent 
Rates 

$ 16~200 
l8,760 
(2,560) 

119,000 
(2.2)'7. 

(Red Figure) 

Proposed 
'Rates 

$ 58,000 • 
34,540 -
23,,460 

119~OOO _ 
20.07.' 

The staffestim.a.te for 1961 reflects applicant's 77 exist

ing customers -plus' 200 additional customers in the Meadow Fair tract, 
'I: 

or a. total of 277~ According, to the record in this proceeding, the 
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p':'ospects arc that 1961 will see more than 200 homes in Meadow Fair. 

One hundred comes are on t~ vergel)f completion; 'eonstruc:tion is 
, " 

about to, begin on another unit of 100;' and construction is scheduled 
I 

ot:o sta=t on another 100 homes la.ter in 1960. ,!".aus~~ applicant can 

rcaso~bly be expected to be serving an avcrageof 377 homes' d1JX'ing 

the year 1961. Accordingly,. we adopt as reasonable for test: period 

purposes the following results, which contemplate the serving of 

377 homes and which include sufficient investment and expenses to 

operate a total of four wells e,quipped with pumps: 

Operating Revenue 
Operating Expenses & Taxes 
!~et Revenue 
Depreciated aate Base 
Rate of P • .e:turn 

Present 
Rates 

$. 21,700 
22~850 
(1,150) 

13'2,000 
(0.9)% 

(~eG Figure) 

Autborized Rates 

Authorized 
Rates 

$ 36-,300-
26,960 
S,240 

132,000 
7.0% 

The evidence is conclusive that applicant is not earning a 

fair return on its present operations. Sowever, the rate levels 

=equested by applicant would yield an excessive rate of return and 

will not be authorized. We find that applicant is entitled to 

charge rates wl~ch would increase annual gross, revenues by $14~600 at 

the estimated 1961 level of business.. For the test year 1961, such 

rates would yield applicant a return of 7.0 per cent, which' rate of 

retu...-n we find to be reasonable :or applicant's operations. 

!he return on applicant's operations should improve if the 

Meadow Fair subdivision reaches its ul~1m.ate development of 

500 homes. rae Commission ma.y A:eop2n this proceeding for the purpose 

of adjusting water rates should applicant r s earnings become' , 

excessive. 

The rates adopted herein will result in thcaveraee monthly 

water bill of a, typical residential customer being increased by 
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$3 .. l0 from $4.90 at: present rates to $8 .. 00 at authorized rates, or 

approximately 63 per cent. The tabulation below shO'AS a comparison 

of present and authorized rates for general metered seryice • 
. I 

Rates Per Meter Per Month 
AUtliOr-, 

Present:· 'i'zed· .,' , Increase 

Quantity Rates: 

First 
First 
Next 
Next 
Next 
Next' 
l~ext 
Next 
Over 

500 eu.ft., per 100 cu.ft. $0.34 
500 cu.ft .. or less 
500 cu..ft .. , per 100 eu.ft. .34· 
500 eu.£t .. , per 100 cu.ft. .SO 
500 cu.ft~, per 100 cu. ft.' .SO 
500 cu.ft., per 100 cu.ft. .26 
500 cu.ft.~ per 100 cu.ft. .26 
500 cu.ft., per 100 cu.ft..20 

3,500 cu.ft., per 100 cu.ft. .20 

Minimum Charge: 

$ -
3.00 

.50 

.50 

.40 

.. 40 

.30 

.. 30 

.20 

For. metered service $2.00 $ 
FoX' 5/8 x 3/4-ineh meter 'I 

For3/4-ineh.meter .. 
For l-inch'meter 
For . ' l~-ineh ·mete'1:. 
For ' 2-:i.rJ.ch meter, 
For 3-inch meter· 
For 4-inch meter 

3.00 " 
4.'50':" , 
7.50< . 

12.50~· 
17.50. 
26.,50;' 
40.06:' 

The Ydnimum:Cbarge will entitle the customer 
to the quantity of water which that minilrDlm 
charge will purchase at the Quantity' Rate. 

Cap1tnl Stock 

0.16 
.20 
.. 10 
.14 
.. 04 
.. 10 

-
-.. 
-

Applicant proposes to issue S,S09 common shares and 2,600· 
. .,. .' i 

6 per cent preferred shares, both classes of stock to have a par 

value o~ $10 per share. Applicant :states that the funds Froduced 
,I 

from the. sale of this stock, less a selling commission of.: not to 

exceed $1,.500, will be used for tl"l.e, construction of plan~ reqUired 
., 

to .: serve the Meadow Fair, tract and to retire debts .:relatee. to' such 

construction. 

Ap!)licant proposes to issue 5,359 shares of the common 

stock to repay loans and other indebtedness. In, addit~on ·!t plans to . .' 

issue 3,450 common shares and 2,600 preferred shares ·for'cas~ 
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Main Extension Rule 

Applicant states that it is requesting dismissal of 

Application. No. 41865 because the proposed fiIumcittg, as detailed 

above, will mal<e it unnecessary to deviate. from its main extenSion 

rule.. Applicant ancl the subdivider of the 1fcad6w Fair·trnct have 

a.greed to rescind their contract providing for such deviation. 

Accordingly, we will grant .e,plicant« s request for diSmissal of . 
,. 

Application l~o·. 41865. 

Findings and Conclusions 

The Commission has carefully weighed all the evidence of 

record. The action 'tole are taking herein will produce an over-all 

::-esult which 'Will be fair and reasonable. We find that the increases 

in rates and charges authorized herein are justified, that the rates 

and charges authorized herein are reasonable, and that the present 

rates and charges, in so far as they differ from those herem pre

scribed, are, for the !'-uture ,. unjust and unreasonable. 

The Commission further finds that the money, property or 

labor to be procured or paid for by the issuance of stock berein 

authorized is reasOnably required for the purposes specified herein 

and that such purposes are not 7 in whole or in part 7 reasonably 

chargeable to operating expenses or to income. Therefore, the 

rcqoast of the applicant £o~ authorization to issue capital stoc~ 

will be granted,. subject to the conditions in the order whic~ 

follows. 
. .. 

The author!ty ~Lerein granted authorizing the issuance of 

s:~es of capi~al stock shall not be construed to be a finding of 

the value of 2?l'lieant' s stoc!< or properties nor as indicative of 

mnounts to be includeCt in future rate bases. 

-7- ., 
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" 

ORDER -- ..... -~ 

The above-entitled applications having been considered, 

public hearings having. been held, the matters bav'ingbee~ submitted 

and nOw being ready for decision, 

IT IS ,OnDEREI>as follows: 

1. Applicant is authorized to file in quadruplicate with 

this Commission, after the effective date of this order, in eon

formity with the provisions of General Order No. 96, the schedules 

of rates and charges set forth in Appendix A att'~ched to'this order 

and, upon not less than five days' notice to the: public and to the 
I , 

Commission, to ma!(e said rates and charges' effec~ive for all water 

service rendered on and after August 1, 1960. ' 

2. Application No. 41865 is dismissed without prejudice. 

S. Applicant, for the purposes set forth intbe ~amend:alent to 

Applica.tion No. 42096, may issue on or before December' 31, , 1961, 
;. , ' 

. 8,8~ shares ,of, its common stock at $10 per' share par'va.lueand 

2,600 shares of its preferred stoc!<at $10 per share par value. A 

selling cotmnission of not to exceed $1, SOO may 'be paid from· the 

proceeds of the sale of such stOck. 

4. With1n nineeydays after the effective date of this order, 

applicant shall file in quadruplicate with this Commission, rules 

governing customer relations revise~ to reflect present-day 
.1 

ope::-ating cOt:ditions, a revised' tariff service area map accep~ble 
I 

I 

to the Commission and sample copies of' printed' forms normally ,:used 

in connection with customers ' services. 

5. Within ninety days after the effective date of this order, 
. , 

ap~licant sha1~ file with this Commission four copies, of a compre-

hensive map;, dra":N"n to an indicated scale not small~ tha.ri' 1,000, feet 
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"'" 

'j 

to, the inch" delineating by appropriate marldngs the various tracts 

of land and territory ~ed;, the principal water production, storage 

and distribution facilities; and the location of'the various water 

system properties of applicant. 

6. By not later than December 31" 1960, applicant shall have 

insealled water meters on no fewer than' lS services presently 

'l..1.XJmetered and shall have submitted a written report· to' this 
I 

Commission advising tba.t this has been accomplished and setting 

fotth a. program by which the balance of unmeterecl services may be 

metered by not later tban June 30" 1961. 

7. Beginning with the year 1960, applicant shall determine 

depreciation expense bymultiplytngdepreciable utility plant by a 

rate of 3.6 per cent. ~t$ rate shall be used until review indicates 
'" 

it should be revised.. Ap~licant' shall review the depreeiatiO'D rate 

using the straight-line r~i.ning life method when major changes in 

utility plant composition occur and at intervals of not, moretban 

five years, andsball revise the above rate in conformance with, such 

reviews. ' Results of these reviews sball be submitted to this 

Coam1ssion. 

8. Applicant shall file a report, or reports, oftbe issue 

of the stock herein authorized as required by General Order No. 24-A, 

which order, in so far as applicable, is made a part, of eMs order. 

The effective elate of this order shall be eweney days 

after the date hereof. 

() Dated at __ 5an __ :_F_ran_c_i_SC_O_'_ 
~ L .. of ____ y;: .... ~ _____ ' _, 1960. 

C-
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A'PPL!CABItI'I'X 

Schedule No. 1. 

~L ,MB'n;BW smv:r~ 

lCppliC3.blil to all meter~ve.te=:semee. 

,~ -,. 

A eerta.1n portion of the City or se.n Jose, ':1lleltld1ng t~::~v1s1on 
knew as Y.eadov Fs.ir, and uc.incorporated terr1tol:7 :1:o.clud1%lg tbe 'cammmity 
of JWergre~, lmd. vicinity, Santa. Clara County. ' 

First ,00 C'1lef't. or '"lost') ••••••• ., ............... ' • ••• 
Next 1,000 eu.!t., por 100 cu.ft. • ••••••••••••••••• 
Ner.t:. 1,.000 eu.:!'t .. , per 100 CUa!t. • .................. . 
Next 1,OOOeu.ft.,. per 100 eu.!t. • ................. . 
Over ;3,500 ~.f't., per 100 cu.tt. .. .................. . 

Mi1limI.ml. Charge: 

For 5/8 x 3/4;-1nch meter, 
For . :3/~1neb. m;,"tI!r 
For l-:1:o.eb. ~~r 
For l~:1ncb' ,:me~r 
For z,;,;t:nch meter 
For >-1Deb. me~:-
'For 4-ineh :c.e~r 

...•••.•........•.......... 
•••••••••..•.•............. 
.......•..... ~ ............• 
...•...•...•.•..........•.. 
............................ , ...•.••......•...•........• 
...•.•.•........••......... 

The Ydni:n=. Cho=g~ ~..r1ll entitle ~ ~tom.or 
to th.i, quantity o~ wter uhieh tbAt mj.n1:nom 
eharge \I1ll, purchll.s., a.t the Q'.l8.ntity Rates. 

'Per Mew 
P~rMrnh 

$ 3.00 .~. 
.50 
-40 
.)0 
.20 

$ 3.00; 
4.50-
7.'50 

12.;0 
17.$0 
26.50 
40.00 



ltPPLICtl.B:r;!.!TY 

Jl:pplicn.bl" to. e.ll \lO.'t4!lr fcrnisW o:l e. :f."lo.t rate b~~. 

~!'!'ORY 

A e~ portion o! ~ Cit:! of. San Jo:!e, inelt:d1ng ~ subdivision 
lolar..rn. tI.~ V.eo.dor .... !1l1::, ~ tI%lineor;or!lted torr1tory 1ncl=1ng tho eommtlXlity 
ot EtTorgr4!l0!1., FmC. ~eini'ty, $o:::I:ta CloraCotmty ... 

For each 3/4-1neh. sel7!co co~1o::. •••••••• $: 3.00 . 

1. Servie~und.er this sebedul~ 'W'1ll-be ~h"d to prem1s~s ~erV'~ 
h"rotlnd.,:-- as of ~ I)!f~!.v" date .of this ~...t! Ghoet otJJ:y ~1l such' t~ 
ll.:; mete:-s ~~ 1ns~ .. 

2. 'l'bi:! seWttie ....nl b, e:!"!",,et1ve only to IJ.nd 1neli:diDg J'I.Ule 30, 1961, 
tl.lld t~rcs.f'tor ~.ll be.v1thdro.'wn. , 

.", 
\ 
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~PP!'ICA.B!tITY 

A.ppl1ea.ble to all i'1re bydrant: :letv1~ ~heC to ll1'OJ:l1cipel1til!s, 
duly org~ or incorportl~ tire districts or other' political subdiv1-
s1on:s or '~" Sta~. 

!FiBEITORY 

A certain portion of the City' of San Jose, 1nelud.il:lg thIJ su'bcl1v1sion 
knO'WIl'Sos Mee.dO"W F.u:-, 8.tId ~eorpor8:t"e ~'""r1toX7 a.el'Udi:rle the eox:mtm1ty 
of r.:vers:r~n, :l%ld' vic1n1 ty', Sa.nta. Clara. CO'Ilnty_ 

~, P~rl12nth 

For each byd:rant owned b7 
the publ1e authority ... •••••••.•••• $2.50. 

'For ee.ehbydrant oo..med.by, 
~ utility ..... ' ... .. ,.. .... •... . . . . . •.. 3 .• 25, .' 

.s,pz.CIAt C9NDIT!~S '. 

1." For wtl9r' del1verecI tor other than t1:re proteetron pm"pOses, 
chargee 'W1ll "0", :nade a.t ~ quantity :-e.~G ~ Sehcd~ No. 1, ~ral 
y~~~ SGrv1c4!'. ' 

2. E.,loce.t1on or a:rr:! ~t sholl be a.t ~ expe~eor~ :pe.rty 
:,ecr~st1rlg r,-,loeQ,tion. 

3. 1'b" utility 1J1ll oupp~ o'fi1:7 such 'Water llt such pr",$'CI'e a.:t :r.a .. ; 
be o.vaila.bl~1"rom t~to ti!:le tl$ theJ restU.t of its norms~ operation or 
tl:.~ ~y~. . 


