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Application No. 42096
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Synopsis of the Applications

On August 7 1959 Evergreen Watex Company filed Appllca-
tion Wo. 41383 requesting authormty to 1ncrcasc rarcs for water
service orovxacd in its certificated area 1n Santa - Clara County.“
Puolzc hearing on th;s apolzcatzon was held before Exam;ner r Evcrett
Zmerson at San Jose on January 12, 1960, and the matter was snbmxtted

On January 1o, 1900 the ut;lzty £iled Anplmca:ion
No. 41865 secking authormty to deviate from its fxlcd mamn cxtenszon

rule in connectlon with a contract with a: subdzvlder zor extending

-1-




£e41383 et :u’ - NB

service to a new tract‘involving several hundred prospective homes.
This situation had not been disclosed by applicant at the hearing
on Jénugry 12. Because of the substantial cffect that the - .
development of the tract will have on applicant's qarnings position,
the Commission, on February 24, 1960, ordered submission of Applica-
tioz No. 4138° set aside and reopened the matter for consolldated
hearzng'wzth Application No. 41865. |

Duxing the comsolidated hearing on Appliéations Nos. 41383
and 41865, belore Commissioner Theodore H: Jenmer and txamine:
F. Zverett Emerson, in San Jose on March 23, 1960, the utility
requested an adJournment mtil such tmme as. it could prepare and
file an applxcatxon for autnorzty to issue capital stodk in exchange
for cash and cancellatlon of certain debts. Applzcatzon No. 42096
requestmng oudh authority was filed om Mérch 3¢, 1960

On Apr;l 22, 1°6O the utm’lty filed an amendment to
Applicatxon No. 42096 and a requesc for diswissal of Application.
No. 41865, The amendment to Application No. 42096 seeks authority
to issue 2 greater.amount of capital stock thﬁﬁ the,originalnappli-
cation. In requesting dismissal of Application Vo. 41865 applicant
states that it has entered into a new contract wzth the subdxvzder
and that the new contbact does not involve dev;atzon from zts leed
main extension rules. _ I _

Consolidated hesring on all three applications was held
in San Froncisco before Compissioner Jemnes and Examiner James F.
Baley on April 27, 1550 ‘The matters were submitted subject to
reeeipt of a late-£1led exhibit waich the vommission bas subsequentlj

recezved

.Present Operations

Applicant mow provides service to 77 customers in the

uninqorporated commmity of Evergreen in Santa Claxa Ccuﬁzy. - Present
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customexs are confined to an area amounting to roughly S'per'cent- of
2 total certificated axea of some 6,000 acres lymg pa.'ctly vrlthin
and partly without the corporate lmts of the C:x.ty of San Jose.
Souxece of supply comsists of two deep wells. The area is supplied 3
gravity water from a 40,900-39.1161: redwood storage ‘tank. ;a_ea.i:ed on a
hill. 7The system is ade;;uate for pﬁ:oviding service to existing
customers. | | o

Pros,pectwe Growth

Testmony of record indicates that in the portion of appli-
_-a--“‘"‘-—-

cant's scrvn.ce area lying within the City of San Jose, the first unit
of 100 houses of a subdivision known as Meadow Fair was under con=-

struction and was expected ‘to be completed during May,"}QGO;

Construction of a second unit of 100 homes was scb.gduied- to start in
June 1960. Comstruction of 2 third unit of 100 homes was scheduled
to begin m Juiy 1960. A total of 500 homes :‘.snltimateiy plm;ﬁed
for the tract, but scheduling details of the last 200 bomes are not
yet firm, Because the Meadow Fair tract is considéxabl& removed
from its present cﬁstows in the commmity of Ever@:eeﬁ' ;“l:hé utility
plans £o sexve the new subd:w:.s:.cn fxom a swparate, non:.nterconnected
water system, with its own wel" s and a 150 OOO-ggllcm storage tank,
The proceeds from the :‘.ssuance of the stock, for wh:.ca aut.hor::.ty to
issue is sorugnt here:x.n will be used for the comstruction of the
system needed to serve the new subdivision. '

Races, ‘Present and Proposed

Present rates for nmetered service cavc been in effect
sin¢e the ut:.lity was £irst certificated by the Comrmss.:.on in 1954.
There are no £iled flat rates; however, 33 of applicant’ s present
customers are not metered. These services are &;-harged the minimum

meter ::ate. Applz.ca:m: plans to have ..nstalled meten:s .cor a.ll sm:‘v:.ces .
by July 1, 1960.




A.41383 ot . NE

Under the raceé éroﬁbsed by éﬁélicant, the typical user
consuming 1,500 cubic feet of'watef in an average montk would pay
$17.50 compared to $4.50 at preseat rates. Thzs would represent an
increcase of 250 per cent over the amount he now pays.

| Although fire nydrants aze 1nsta11ed applzcant has no
rate schedule on file for public fixe hyd;ant service and has not
requested a schedule for such sexvice. However, applicant bas
collected firxe hydrént rentals in the éast and the eﬁidence'indicates
that there is need for this service. Consequently; a schedule for

public fire hydrant service will be established at this,t@ﬁe;

sarnings Results

| ” Because the extenszon of sexvice to Mbadow-:alr tract W111
have the cont"ollzng'wezght in determining applzcant level oZf
earnings, the current year is unsuitable as a test,pe-,od; The
calendar year 1961 is a more appropriété teét period for determining
the proper level of rates. Applicant introduced cstimated results
of operations for the calemdar year 1961 but did not revise its
soowing to reflect the'changes in rate base brought about by its
amendment to the proposed method of fznanc;ng plant addxtions. The
Comission staff on the other hand, introduced estimated earnxngs
results for 1961 which include such changes in rate base. The staff
results for 1961 are swmarized in the tabulation'bélqw:_ |

Present  Proposed
Rates Rates

Operating Revenue $‘16,200' 58 OOO
Omerating uxpenses,and Taxes 13,760 34 540
Net Reverue: (2 560) 23, 4o0
Deopreciated Rate RBase 119, 7000 119, 2000
Rate of Return (2 2)7 20 OZ
| - (Red Figuxe) |
The staff estimate for 1961 reflects appiicant's 77 exist~
ing customersvpluéfzoo additional customers in the Meadow Fair tract,

or a total of 277. According to the record in this'proceeding;'the.

b
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prospects are that 1961 will see more than 200 homes in Meadow Fair.

One bundred homes are om the verge of cémpletion;“éonStruqtion'is
about to begin on another unit of 100; and construction is scheduled
“o start on another 100 homes 1atcr‘in 1960. Thus, applicant can
rcasonably be expected to bc sexving an average of 377 homes durxng
the year 1961. Accordzngly,'we adopt as reasonable fb: test,perzod
purposes the following,tesults, which contemplate the serving of
377 homes and which'include sufﬁicient investment and expénses to
operaté a toté; of four wells equipped witﬁ‘puﬁps:

Present Authorized
Rates Rates '

Operating Revenue $ 21,700 $ 36,300
Operating Zxpenses & Taxes 22 850 26 ;960
Net Revenue (1, 150) 240
Depreciated Rate Base 122,000 132 000
Rate of Return | (0.9)% ’7. OA

(Reé Figure)

- Authorized Rates ,

Thé ev;dence is conclusive that appiicant is not earning a
fair return on its'present operations. Jowever, the rate levels
Tequested bj applicant would yield an excessive rate of Teturn and
will not be authorized. We £ind that applzcant s entitled to
chaxrge rates which would increase ammual gross revenues by $14 600 at
the: eotiﬁatcd 1961 level of busimess. For the test yeax 1961 such
rates would yield applicant 2 rwetwrn of 7.0 per cent, which rate of
return we £ind to be reasonable £for applicant’s oPerations.

| The return on apolxcant $ operatzons should lmprove if the
Meadow Faxr subdivzszon reaches its ultimate dcvelopment of
500 homes. The Commission mAY = "eopen tais proceceding ;o: the purnosc
of adjusting watet rétes should applicant*s'ea:nings-becomeﬂ‘
excessive. | |

The zrates adopted herein will result in the average monthly

water bill of a typical residential customer being incrcased by
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$3.10 from $4.20 at present rates to $8.00 at authorized rates, Or
approximetely 63 per cent. The tabulation below shows a comparison

of present and authorized rates for general metered. service.

Rates - | _ Per Mbter Per anth
- ' AutEBr- -

, Present dized - . ‘Increase'
 Quantity Rates: | |

Fixst 500 cu.ft., per 100 cu.ft. $O.3¢ - § - ¢ -
Fixrst 500 cu.ft. or less - 3.00

Next 500 cu.ft., per 100 cu.ft. .34 .50 0.16
Next ‘ 500 CU-- ft. H) per 100 Cu. fto - 30 L] 50 : - 20
Next 500 cu.£t., per 100 cu.fe. .30 .40 .10
Next’ 500 cu.ft., per 100 cu.fe. .26 40 .14
Next 560 cu.;t., per 100 cu.fe. .26 .30 .04
Next 500 cu.ft., pexr 100 cu.fe. .20 .30 .10
Over 3,500 cu.ft., per 100 cu.ft. .20 .20 -
Minimum Chnrge- |
For. metered. service. o $2.00 $ - -
For- 5/8:x 3/4-inch.meter ! - 3.00 -
For' 3/4-inch.meter - - 4,50 -
For - l-inch meter - 7.50 -
For - 1x-inch meter. - 12.50 -
For ' - 2-~inch meter - 17.50. -
For 3~-inch metex. - 26.50, -
For 4-1nch.meter" - 40.00v -

The Minimum Charge will entitle the customer
to the quantity of water which that minimum
caarge will puxchase at the Quentxty Race._

Capital Stock

Applicant proposes zo mssue 8,809 common shares and 2,600
per cent preferred shares, both classes of stock to have a par

va;ue of $10 per share. Applicant ‘states that the funds nrodueed
fzdm the. sele of'this'stocs, less a selling commission of,not to
exceed $1,500, will be used for the constructmon of plant requzred
to sexrve the MeadOW'Faer tract and to retire debts related to such
constructzon.

Apnlicant prOposes to issue 5,359 shares of the common

stock to repay loans and other indebtedness. Im additiom it plans to '

- issue 3,450 common shares and 2,600 preferred shares for ‘cash.
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Main Extension Rule

'VApplican:‘states that it is requesting dismissal of
Application No. 41865 because the proposed financing, as detailed
above, will make it umnecessary to deviate from its main extension
rule. Appl icont and the subdivider of the Meadow Fair- tract have
agreed to rescind their contract providing for such devmatzon.
Aceordingly, we will grant 2pplicant's request for diSmissai of
Application No. 4186S. |

F-_ndinga and Conclus.x.ons

The Commissmon has carefully wei ghed all the evidence of
record. The action we are taking bhexein will produce an over-a,1
result which will be £afr and reasonable. We £ind that the 1ncreases
in rates and coarges authorized hexein are Justlfied that the rates
and charges authorized herein are reasonable, and-that the presen:
rates and charges, in so far as they diffexr from those herexn.pre-
$C~—bed are, for the future, umjust and unreasonable.

” The Commission further f£inds that the momey, property or
Labor to be proeuued or paid for by the issuance of stock herein
authorized is reaSouably required for the purposes sPeci”ied‘herein
and that such purposes are not in whole or in part, reasonaoly
chargeable to ooeratlng expenses or to income. Therefore, toe
request of the applicant for authorization to issue capital stock
will be granted, subject to the conditions in the oxder which

follows.

The authority kierein granted authorizing the issuance of

1<)

shares of capital stock shall not be comstrued to be a finding of

value of zpplicant's stock or properties mor as indicative oZ

amouncs £0 be included in future rate bases.
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The above-entitled applicatiomns having been coosidered
publxc hearings hawxng_been held, the matters having been submitted

and now being ready Zor dec;sxon,
IT IS .ORDERED as follows:

1. Applicanr:is.anrhorizedsto file in quadruplieate with
this Commission, after the effective date of this order, in con-
rormlty with the provmsions of General Order No. 96, the schedules
of rates.and charges set forth in Appendix A.artached to this order
and, upon not less than five days' notmce to the=pub11c and. to the
Commlssron, to make said rates and charges erfectzve for all ‘water
service rendered on and after August 1, 1960,

2. Application No. 41865 is dismissed without prejudice.

3. Applicant, for the purposes set forth in the-emendment to
Application No. 42096 may issue on or before December 31, 1961
' 8,809 shares of 1ts common stock at $10 pex share par- value and
2,600 shares of its preferred stock at $10 per shaxe par value.‘ &
selling commission of mot to exceed $15500.ray be paid:from~rhe
proceeds of the sale of such stock. |

4. Wrthin ninety days after the effective date of tnis order,
applicant shall file in quadruplicate wirh this oommlssron,‘rules
governing customer relations revised to reflect present-day
operating cocditions, a revised: tarrff service area wap acceptable
to the Commission and sample copie° of printed forms normally used
in commection with customers services.

5. Within ninety days after the effeetive date of this oxder,
applicant shall fxle wmth this Commission four copxes of a compre-

hensive map, drawn to an indicated scale not smaller than 1 OOO feet
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to the inch, del.ineating by appropriate marld.ngsE the various tracts
of land and territory sérved;. the principal wate&.? production, storage
and distribution facilities; end the location of the verious water
system properties of aﬁplicant. o | o

6. By not later than December 31, 1960, applicant shall have
installed water meters o8 mo fewer than 15 sexvices presently
unmetered and shall have submitted a written report ‘to this
Commission advising that this has been accomplished and setting
forth a program by which t:he balance of unmetered services may be
metered by'not: later than Jume 30, 196l1. |

7. Beginning with the year 1960, applicant shall determine
depreciation expense by 'mltiplying' depreti.able utility plant by a
rate of 3.6 per cer'xt.“ This rate shall be used until review indicates
it should be revised. Agi';licépt shell review the depreciation rate
using the straighﬁ-line ré;maining life method when major changes in
utility plant composition occur and at intervalsv of not moi:e- thﬁm
five years, and shall :i-évise the above rate in conformance with such
reviews. Results of these reviews shall be subm:.tted to this
Commission. | o | |

8. Appliéant shall file a Teport, or xXeports, of the_’issug -
of ‘the stock herein authori.zéd‘ as réqzxired by'Genm:él Ordef No. ‘2’4~A,5 :
which order, in so far as applicable, is made a part of this ordé.r.’

The éffective date of this order shé.ll be tﬁép.ty days

after the date hexeof.. | | ‘

&(ZML-&) o .1960.'

7

N Dated at __ Sad Francisco  , California, this o<
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KPPENDIX &
Page 1 of 3

Schedule No. I
A“P‘PLICABIim
ﬁcpplica.‘ble to all motered weter 'Séfviée.

. TERRITORY

A certain portion of the ity of San Jose, 4ncluding the subdivision
lmown as Meadow Falr, and undncorporated territory including the comuni'ty
of Evergreen, and vicinity, Santa. Clara County. :

RATES | : | | ‘Per Meter
- " Par Month
Quartity Ratos: =~ o | .
‘ Fmt 500 C‘u.afto Orj.oss L LY Y L L T Y Y T T W I g Y 33-00"
Next 1,000 cu.ft., por 100 cuefbe sevecececcveraancs .50
Vext 1,000 cu.ft., per 100 cllafte ccecvveececoccncns WA
K Nexb 1,000 -cu-ft-, per 100 Cu-ft- -‘ ----------------- -30
) Ov‘el' 3,500 C!:-ft.‘, Per 100 cu-ft- ------------- LEX XY .20 )
B Mingmom Cha:ge- , , _
" For 5/2 x B/A-ﬂnch TOLOT. evevecscrosenes eereceacene $ 3.00
For 3/4Inch DALAT eveveencorancoceanancocans . 450
. For l-Inch meter  e...... rrecean eseecsscecan . - 7.50
! FOX‘ 1‘&'—1’26112@‘3‘51‘ --‘occ--o-----y’. --------- T e 12-50
;.‘ , For z—inChmbt&er .-..-.l..-'...I.....“.l‘.’..-.‘ 17-50 )
: Tor 3-inch meter .ccccesscecces seseveasensces | 20.50
For ' b—inch nemr csesonnvosveannas srossoee cna " 40-00

The Mintmun Chesge will entfitlis the customor
to the quantity of water whick %that miniwm
charge will purchoase at the Quantity Rates.
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Schedule No. 2..x
LIVITED TEMPORARY FLAT Rm' m'z:rf'r

APPLICABTLITY

Applicable to all water fuxrnfished on o £lat rate basis.

T"‘RRT"‘ORY

A certain portion of the City of San Jose, including the subdiviaion
known o3 Meadow Folr, and unincorporated territery Including the commumity
of F\rcrgreen., and vf..cﬁ.nity, Santa Clora Cormty.

'

RATE ' ‘ | ' Por Month

Tor each B/A-iﬁch servico cb:mectior. cesaseee 5 3,00

SPRCTAL COVDITIONS

1. Sorvice under this ascheduls will be furnishald to :Sremises sorved

horowmde® aa of the offactivae date of this tarlif shoet onJ.y wtil such tiza
a3 maters ore installed-

2. This scbedule will be effective only to and inclz.ding Jtme 30, 196.;,
and thernaftor v‘..ll be wi‘thdrawn. -
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Schedule No. 5
PUBLIC FIR® FIDRANT SEPVICE

APPLICABTLITY

Applicable to all fire hydrant sefvice fwrnished +o mumicipalitiss,
duly organized or incorpornted fire districts or othexr political subdivi-
s:Lonp of the State. : ‘ ' o

ITORY

A certain portlon of the City of San Jose, Including the subdivision
known ‘25 Moedow Fair, and unincorperated territory ineluding the commumnity
of Evergroen, and vicinity, Santa Clara Couxty. ,

RATES | Por Momth
For each hydrant owned by
the public suthority

For each hydrant owned by

..... VI.l..'-.'uiﬁclondcl

SPACTAL CONDITTONG

1.' For water deliverad for ‘other than fire protection p'urposeé.,
charges will bo made ot the quantity retes under Schedule No. 1, General
NMetared Sorvice. ' o -

2. Relocetion of any hydrant ghall be at +he eXpense of the party
Tequesting relocation. ‘ ‘ ‘ :

3. The utility will oupply only such water at such prassure as may
be ovailable from time to time as the result of Its normal operation of .
tke system. - . '




