ORICIAL

Decision No. . - 60443 :

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA .

In the Matter of the Application )

of CALIFORNIA WATER SERVICE COMPANY,)

a coxporation, for am order author- ) Application No. 41389
izing it to increase rates charged )

for water sexrvice in the Scockton )

district. | - : g

McCutchen, Doyle, Brown & Enexrsen, by Rober:t
Minge Brown and A. Crawford Greeme, Jr., for
applicant.

. Monroe N. Langdon and Bruce McKnight, for City
0L 5tockton and County of San Joaquin,
protestants.

Cyril M. Saroyan, John R. Gillanders and L. L.
TEormoE for the Commission staii.

OPINION

California Water Service Company filed i:hié application

August 10, 1959, seeking suthoxity to increase rates for water serv-
ice in its Stockton district by 20 percent, ox approximately $330,000
annually. Public heafings wexe held before Eicaminer James F. Haley
at Stockton on Januaryv 4, 5 and 20, 1960, and the application was
submitted on the lattexr date, subject to the receipt of transcexript
and a late-filed exhibit which were subsequently filed with the
Commission. On April 27, 1960, following issuance of Decision No.
59926, dated April 12, 1960, in Case No. 6148, in the matter of the
_investigation on the Comuission’s otm motion concering the proper
treatment for rate-making putposea to be accorded liberalized‘ depre-
ciation, submission was set asidev',‘and the application ieopened"for
further hearing for the purpose of determining applicant’s pogit:tén'
as to whether or not it intends to take liberalized depreciation
under Section 167 of thé Internal Revemue Code for the year of 1959
and- subsequent years thereafter. Such further hearing' was held‘ $efore
Commissioner C. Lyn Fox .and Examiner Haley at San Francisco om June 29,
1960, and the application was. resubm:.tted.
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, Apglicant S Qperations '

Applicant provides public util;ty water service in 18 oper-
ating districts, all in California. Each district is.operated
separately; there being no intercommection of water plant between
districts. Each district is locally operated undef‘the supervision
of the company's main office In San Jose. Customer bills are pfe;
pared at’'a cenmtral billing cffice in Stockton. Whter meters are
repa:red and tested in two central shops located in Stockton and
East Los Angeles. Separate tariff schedules and accounting records
are maintained for each district.

At the end*of 1958, in all of its districts, applicant
sexved 232,161 water customers cnd had 456 employees. Its total
investment in water plant, including plant under comstruction, was

$76,511,847. Gross operating revenues for the year 1958 were.

- $15,583,947. 1Its total payroll for the same period was $2 521,869.

In its Stockton discrict at the beginming of 1959, appli-
cant had over 32,000 active services amd its total 1nvescmcn: in
watex plant exceeded $8,000,000. Iotal-opcratingtrevenueS-fcr the
Stockcon district were $1,714;503:fcr the year 1958.

A;mgjgan;'g Position o o

This is the fourth request for increased rates im its
Stockton diétrict which applicant has £iled since World War II.
Applicant states that in 1955 it filed ité third request for rate
revision in the expcctétion tnat, in view of various factors adversely
affecting earnings, the increased rates would yield a reasonsble
return over a period no longer than three years. 'Applicant'deciares
that inflationmary factors such as wage increases, higher material
prices, increased property taxes, and larger capital. 1nvestment per
customer have now reduced the earnings of the Stockton,district to
below the reasonablc level. Applicant estimates that its proposcd

rates will yield approximately 6. 5 percent rate of xetuxn on: its
opcratlons over a three—year period

-2-
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Nature of Evidence

Applicant and the Commission staff ecach introduced a
results of operations study emcompassing 2 two-year period: the
year 1958 on an adjusted basis and the test year 1959 on an esti-
mated basis. Applicant and staff, ss well as the Cicy of Stockton
and County of San Joaquin, presented evidence as to the falr rate of
return for applicant. In addition, the staff presented evidence.
relating to the income tax e¢ffects of water plano sales following

condemnation.
'g 1ngs Comparison for 1959

| The tabulation-below_shows‘o comparison of the resuits of
applicant's operations at presemt water rates for the test year,
estimated 1959. Applicant presented results reflecting straight-line
income tax dépreciation only; the staff prééented résulté ieflecting
such depreciation om both a Straight-line~and 1iberalized bas:s. In
computing stralght-lzne income taxes, the staff reduced such taxes
by & credit in the amount of 6& percent of the estimated average -
accrued income tax différential allocable to the Stockton'diétrict.
without this adjustment, the staff's figure for strazght-lmne income
taxes would be $4,460 higher. |

Applicant Staff

otr.-Line Str.-Line Liberalized

Tax Depr. Tax Deprx. Tax Depr.

Operating Revenues $1,686,930 $1,697,340 $1,697,340

Operating Expenses ‘ | -
Operating ‘Exp., Excluding

Depreciation & Taxes .~ § 657,690 $ 656,850 §$ 656,850
Depreciation & Amortization

Expenses 188,780 188,030 188,030
Taxes Othexr than Income 274 290 270,460 270, 460

Income Taxes 238 510 241 010 225 520
Total Operating Expemses  $1,359,270 $1,356;350 $1,340,860

Net Operating Revenue' $ 327,660 $v 340,990 $ 356,480
bepreciéted Rate Base $6,860,200‘ $6,817,350 $6,817;3SO
Rate of Return 4.787, 5.007% 5.23%
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- Adopted Results

Applicant and staff made independent estimates of operating
revenues. The operating revenue estimates of applicant and staff
agree within one perceat. We adopt the figure of $l,692;000;«ﬁhi¢h
represents the average'of the two estimates of operating,ievenues.fbr
the test year 1959. ,

When rounded to figures of actual significance, thé‘totaln
amounts refiected By;applicant and staff for operating expenses othex
than taxes are nearly identical. We adopt $657;000;asfeasonaBle‘
for operating expenses, exélusive of taxes and depreciationg-and ﬁe‘
adopt $188,000 for depréciation expenses.

The allocation of common expenses, taxes and utility p1ant
was fully'reviewedvin the recoxrd. TFour factors foxr the allocation
to districts of such items not directly assignable to the operating
districts were used by the stéff. These are (1)'weigh:¢d average
gross utility plant; (2) the average tmber of‘custOmefs;'(3) the
mumber of employees as measuxed by direct operating payroll; and
(4) the direct operating and maintenance expenses in each opera;ing
district. The main difference between the staff and applicanﬁ's
method was the use by the staff of the factor of direct operating
an@'maintenance expenses. The applicant did not include this factor

and contended that the use of this factor would result in substantial

fluctuation from year to year of amounts allocated to districts

where such expenses consisted mainly of water purchases, or where
such purchases vary between a wet and dry yeér. The évidence shows
these,expenses, as well as any others, should be reflected and that
variations as between wet and dry years are not of such magnitude
as to compel exclusion of the fourth factor. We have'carefuliy
weighed the evidence before us, and are of the opiniom that a four-
£actor method provides an equitable allocation to~all'di$:ficts of

general office expenses, taxes, and utility plant not directly assign-
able, and the adopted results are based upon such wmethod.

.
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Witk respect to taxes other than income at present raceé,
we adopt the amount of $271,000 as reasqnable, this figure being
based on the latest actual ad valorem tax rates available, rather
than the txrended tax rates used by applicent.

Applicant stated that it is electing to use liberalized
depreciation for bofh federal and state income tax puxposes for the
year 1959 and that its present intent is to contimue to take sucﬁ
depreciation for subsequent years. Therefore, the amount of $222,000
which we adopt as reasonable for income taxes at present rates has
.been computed using liberalized -depreciation in accordsmce with
Decision No. 59926, supra. \ ‘ | |

wWith respect to the federal income tax effects of involun-
tary comversions resulting from condémnation, the evidence shows
that, while the cumulative effects will be material in the future,
the effects on rate of return in this proceeding are negligible._
Accordingly, no adjustment of income taxes for these effécts hés 
been made herein. . ‘

We find-that $6,760,000 15 reasonable to use as the depre-
ciated rate base for applicant's Stockton district for thg test year
1959. This ambunt is based on the staff's estimate, which closely
: reflécts actual installation and retirement dates for 1959 plant
construction. The édoPted rate base includes a deduction of:$5950Q0,
representing the estimated accrued income tax difféfential allocable
to the Stockton district as of December 31, 1958. This accrued
differen:iai is the cummlative difference_betweeﬁ the greaﬁer~ipcome‘
taxesrappiicant would have paid had it taken Straight?line deprecia—
tion and the lesser income taxes applicant actually did pay as a
result of electing liberalized dgpreciation for the-year31954
through 1958. This adjustment'to rate base gives recognitioﬁ to
the funds gemerated by applicant during such years through cbarging

consumers rates which were authorized by the Commission on :ﬁe,basis

| g
-5 o
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of rate-case showings reflecting straight-line income tax deprecia-

tion rather than the liberalized depreciation actually taken by appli-

cant dnxzng those years.

The following tabulation summarizes the results adopced as

reasonable for the test year, eszimated 1959

Operating‘Revenues

gperatinguExpenses'
Cperating Exp., Excluding
‘Depreciation and Taxes
Deprec;atzon &: Amortlzation
Expenses = .
- Taxes Other than Income
Income Taxes

Total Operatlng Expenses
.. Net Opera:ing Revenue *

Depreciated,Rate\Base
Rate of Return

- Rate of Return

~ Present
Rates

Authorized
Rates

$1,692,000

657,000
188,000
271,000

‘815332;O°0“

657,000
188,000
2722000

2223000 -
$1,338, ooo:.;_”
$ 354,000
$6,760,000
5. 247."

326! ooo: -
'$1 443 oool '

$' 439,000
$6,760,000
st

On the basis of the adopted test year results for 1959.

present watexr rates would produce 5.24 percent or less than a fair

rate of returm omn applioant's Stockton district operatiom.

Furthex,

the evidence preseuted by both applicant and staff indicates a3

declining rate of return. Applicant estimates a decline in return

in 1959 of sbout .5 percent at proposed rates and the staff estimates
approximately .2 pexcent. The evidence is clear that applicant is

entitled to rate relief. N

Based on adopted test year results, the rates proposed by
applicant would yield an excessive rate of return. We find that an
increase of $190,000 in annual gross revenues would yield 6.5 pércent
on the test year basis. Giving consideration to the evidence regard-
ing decline in rate of retuwm resulting from,highor unit piant'costs

and other effects of inflatiom, such an increase would, for the

-6-
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future, yield approximately 6. 25 percent, which rate of return we
£find to be reasomable for applicant's Stockton district operations

based upon the evidence in this proceeding.

The rates which will be authorized hexein will result in:
the average monthly water bill of a typical residential customer in
Stockton being increased by 40 cents from $3.64 at present rates £o
$4.04 at authorized rates, or approximately 1l pexcent. The tabula-
tion below shows a comparison of presemt and authorzzed rates for

general metered service:

Service‘Chazgc, Per Meter per Month ‘
_ ' - Present Authorized Ihcrease

For. 5/8 x 3/4-inch meter ...ce.... . \ o $0 40‘
For. 3/4-inch metey .euve.... cecoane ' ’

For  l-inch Meter .coceese. 20 w65 45
- For 1-1/2-inch meter .. 40 .80
For 2-inch meter . <50 1.25
For 3-inch meter .ccevececocencres .50 00 2.50
For ’ a_inch meter ' - e w . LA N BN BN BN BN BN BN BN N W ] 3 so )
" For. 6-inch MELET ceeevervcnccacns : 3 5.00
For 8-inch meter ' ) .00 6.00°
For 10-inch meter - | \ 00 8.00

Quantity Rates:

Foxr first 5,000 .cu.ft., per 100 ca.fr.  0.12
For next. 24, >000 cu.ft., per 100 cu.ft. 0.09
Foxr 2ll over 30, OOO cu.ft., per 100 cu.ft. 0.09

Find1ngs and Conclusxons

The Commission has carefully‘weighed all the evidence of
recoxrd and has conszdered the statements of the parties wzth cqual
care.. The action we are taking herein will produce am over-all‘resﬁlt

which will be fair and reasonable. We find, thexefore, that the

increases in rates and charges authorized herein are justified, that

the rates and charges authorized herein are reasqnable,,aﬁd‘that the
present rates and charges, insofar as they differ from thoce hereinm

prescribed, are, for the future, unjust and unxeasg?able.
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California Water Sexvice Company having applied to this
Commission for am order authorizing increaéed rates and charges in
its Stockton district, public hearings having beeﬁ held, the matterxr
having been submitted and now being'ready for decision,

IT IS HEREBY ORDERED that applicant is authorized to file
in quadruplicate with this Commission after the effective date of
this oxder, in conformity with the provisions of General Order No.
96, the schedules of rates and charges set forth in Appendix A
attached to this order and, upon mot less than £ive dayé' notice
to thé public and to the Commission, to make said rates and charges
effective for all water service rendered inm its Stodkton district
- on and after September 1, 1960..

The effective date of thxs order shall be twenty days
after the dace hereof. |

Dated at __ San Francisco , California, this 2 /I
day of Qﬁ]-/ﬁ)l- __, 1960. ' |

el

Comnisaionor, BVorott C. UcKo2g0w— o og
necosearily adsent, 4id 2ot darticipe™®
in the diaposzition of this proceodiup.
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Sehedule No. ST-1

Stockten Tariff Area

GENFRAL METERED SERVICE

APPLICABTLITY

Applicable to all metered water service.

JERRITORY

The City of Stockton and vicinity, San Joaquin County.

RATES

Service Charge:

For 5/8 x 3/L~inch meter
For - 3/l~ineh moter
For l=-inck meter

For 1A-inch meter

For 2~inch meter
For 3-inch meter
For 4~inch meter
For 6~inch meter
For g-inch mater

For 10-inch meter

Quantity Rates:

LAA A RS XN NN AL T NRENREY NN E W FPRR
LA A X L L ES AR NN NN Y RN N YR FNYY IR
LA A RER R AR N L X ERE N EREE NY I PR g
LAA R EEERERE RN N NN N W W N g e,
LA RS T EEE R ZEENERE N NN FE Y P g
LA A S A XA XN RS EEEE R TR N EN YN Iy
........‘.“..._........'..-.‘...
-...vo’.-I-...........Dt......-

LA AL EERE RN N EREX YR YL R FER R PUgaparey

LEEE T RN T EE TR T TN Y N N

Per Meter
Pear M@th‘

$ 2.20
2.40
2.65
4ol
6.50 .

12'-00' '
16.00
2400
32.00°"
44«00

FOI' the first BO,M C‘&.ﬁ-, pe:. 100 C‘u.f't. oorsopacns ; 0012
For all over 30,000 cu.ft., Per 100 CULLL evvnvvonon

The Service Charge is a readiness-to-serve
charge applicable to all metered service and
%o which 1s to be added the monthly charge
computed at the Quantity Rates.

.09




APPENDIX A
Page 2 of 7

Schedule No. ST=4

Ta Lrap

PRIVATS FIRE PROTECTION SFRVICH

APPLICABTLITY

Applicedle to all water service fwrnished for primtelr owned fire
protection systems. ‘

T¥RRITORY

The City of Stockton and vicinity, San Joaquin County.

Par th

For each IA-inch connection .cescecccescerssscacs ,
For each 2-inch connection .ecseccsccencccsccnns 3.00
For each 3=inch connection soesecrcvecrorercavee LS50
For esch L~inck connettion .ccceescssosenrscncecns g
Tor each 6~inch connection .eccreccscacscosvones 9.00
Tor each 8&=inch connection cicseccreccoscerceces 12.00°
For each 10~{nch cOnRECLiON cecceveerresscecacens '

t

SPRCTAL CONDITIONS'

1. The fire protection service comnection will be installed by the
Utility at the cost of the spplicant. Such cost shall not be subject to
refund.

2. If & distridution main of adequate size 1o serva & private fire
protection system 4n addition to all other normal service does not exist in
the straet or alley adjacent to the premises to be served, then & seTvice
main fram the noarest exiating main of adequate capacity will be installed
by the Utility at the co-t of the applicant. Such cost shall not be sublect
to refurd.

3. Service hereunder is for private £ire protection systems to which
no comections for other than fire protection purposes are allowed and which
are rogularly Inspected by the underwriters having jurdsdiction, are Ine-
stalled according to specifications of the Utility, and are maintained to
the satisfaction of the Utility. The Ttility may install the standard
detector type meter approved by the Board of Fire Underwriters for protection
against theft, Jesknge or waste of water.

(Contimwd)




Schedule No. ST-4 (Contd)
Stockton Tariff Aras
FRIVATE FIRE FROTRCTION STRVICE

-

SPECTAL CONDITIONS (Comtd)

4. For water delivered for other than fire protection purposes,
charges will be made therefor under Schedule No. SI-1, General Metered
Service. ' ‘

5. The Tt{ility will 3upply only such water at such pressure 43 mAY De
avallable from time to time as & result of its normal operation of the
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Schedule No. ST-SL
. ettt Apen

PUBLIC FIRT HYDRANT SFRVICE

APPLICABILITY

Applicable to a1l mt-r sexvice ﬁ:mishod for wblic f:!.re protec—
tion t¢ the City of Stockton.

TERRITORT
The City of Stockton, San Josquin Cownty.

Por Hydrant
Pay Month
For fire hydrants owned by the City ......... . 3L.00

SPACIAL CONDITIONS

1. Hydrants owned by the City will be installed, maintained, painted,
inspacted and relocatad at the expense of the City. The Ttility will 4nstall
and own the tee In the main.

2. The above rate includes use of water for Lire protection and for
no other purposa. Quantities of water delivared through fire hydrants for
any other purpose will be eatimated or measured and charges will be made at
the quantity rote wder Scheduls No. SI-1, General Metered Service.

. 3. The Ttility will supply cmly such water at suc)i' p'z-essm-c a3 may de
available from 'time to time as & result of Its normal operation of the
3Y8‘3"'..m- . ) ; . . e )

T
It
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Schedule Noe SI=5
+oclk: T Aran,

PIPLIG FIRS ZYDRANT SERVICE

APPLICABILITY

Applicable to all water service furnmished for public fire protec~
tion to & public authority; such as, a mumicipality, county, or otker
political ﬂubdivis..on of the Sta.'bo, excluding. thc C'S.ty oi' Stocktos. -

TFRRTTORY

The City of Stockton and vicinity, San Joaquin County..

Par Frdrant Payr Month

s .3 2If AttachedsIf Attochodsls Avttachedslf Attackads
. :Hydrant .of: to 2" or = to = to . :to 6" Main 3
:Owned by : Vol Matz z 3" Madn' 2 A" Madn  : Or Larger 3

Authority - 8075 $1.00 W25 T 81.50

Ttiity ‘ Whax .'L_.OO .25 ‘ 1.7‘5’

Autbority 1.00 .25 1.50 1.75-
Teility £ 1.25 1.50 2000

uthority 3" - 150 1750 2,007
Teility - - 1.75 225

Authority - | > - - 2450
Ttility - i rd , - 50 - 3.00-

huthorfty 6"  Stan xd | e A 3.00.
Teleey 6% Standard L B
§PT*'CQL CONDI"ZOW

1. Bydrant., owned by the public authority will e insmlled, AL T
tained, painted, inspected and relocated at the expense of the public

(Continued)
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* Sehedule No. SI-5 (Comtd)

Stoc) Tard & Arvan
FPUBLIC FIRE HYDRANT SERVICE

SPRCIAL CONDITIONS (Con‘td)

authorfty. Tho U441ty wAll inotall sod own the %eo 4 the zain, the hydvant
branch and tho control valve. ,

2. Bydrants owned by the Utility will be waintained by it. The
T¢3lity will install 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 hydrante owned by the U’tﬂity when such- relocation has bmn
Tequested by the public authority.

3. Numbexr of outlets i.n standa:d outlets will Do 1izited Lo 4wo
22" outlets.

4. The above rates include use of water for fire protec'cion and for
00 other purpose. Quantities of water delivered through f£ire hydrants for
any other purpose will be ostimated or measured and charges will be made at
the monthly quantity rates under Schedule No. ST-I Genera.l Ma'bered Se-viCe.

S5« The Utility will supply only such water at such pressz:rc as my be
available from time to time as a result of its nonm.. operation of ‘the
system.

6. TFire hydrants will be attached to the Utility's diztridution mains
only as authorized by the proper public autherity. Such authorization mics
designate the ownership, size and type of kydrants and s ...pecifiea.lly atate
the location at whick each is %o be instal...od.




Schedule No. ST-10
Ta: Aren

SERVICE 70 COMPANY EMPLOYEES

APPLICABILITY

Applicadble to water service Dwwmished for domestic use at the
place of residence of employees

TERRITORY
The City of Stockton and vicinity, San Joaquin County.

PATE

‘ The £iled rate or rates applicable to the type of sorvico in tho
territory whero service is supplied, less 25%.




