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Purlic hearing in this matter wos held before Examinex
Emorson on December 17 and 18, 1963, at Visalia. The matter is
submitféd and ready for decision.

Applicant seeks authority to increcase 1ts rates for water
sexvice in its Visclia district by amounts sufficilent to yield a rate
of veturn for taat district of 6.5 percent based upon operations
during the year 1964. The water xates now in cffect are those
estebliched by this Cezvission in 1952. In the succeeding cleven
years, wage rates have increased by more than 80 percent, new plant
per customer has increased almost 40 percent, ad valorem taxes have
increased both in dollarx amount and in xelationm to plant, and sub-
stantial increases have occurred In the prices of materials. In the
cleven-year period, applicant has added moxe thanm $1,200,000 in new
plant in Visalia, including nine new wells, a new booster plant and

zorze than 33 miles of new watex mains.




As evidenced by its annual reports to the Commission,

applicant's recorded overall carmings for the year 1962, upon a
depreciated rate base, were anproximately 6.08 percent, reflecting
use of liberalized tax deprecilation ond the investment tax credit.
Applicaut's Visalic district is ome of 21 separate systems which,
except for woutine allocations of overhead, constitutes a single
entity for rate-making purposes. It was alleged that the Visalia
district earnings for the yecar 1962 would be no more tham 5.15 pex~
cent, declizing to about 4.8 pexcent in the year 1964. In this pro-
ceeding, applicant has propesed mew water rates designed to bring its
Visalia carnings %o the level of 6.5 percent, based upon operations
for the estimated year 1964.

Appliicant's present genmeral metered service schedule i1s a
"minimum charge' type of rate which includes a quantity of watex fex
the minimum billing. The proposed mew rate schedule is a "readivess
to sexve' type of xate schedule, bascd upon a fixed sexrviee charge +o
which a constant amount pexr unit of comsumption is additive. Visalia
is one of applicent's fow remaining districts in which the mindmum
chazge type of rate is used, nearly all other districts having been
changed to the sexvice caarge type of rate during recent years. A
comparison of typical monthly billings, under existing and ﬁroposed
rates, is as follcws. Of the total of approximately 9,000 active
sexvice commnections, approximately 1,000 xeceive metered sexvice.

Monthly RPillings - Metered Rates
(5/8 x 3/4=1nch meterx)

Consumption (100 cu.ft.) Present Propoced

$1.50 $2.20
1.66 2.40
2.1 2.70
3.10 3.30
454 4.20
6.34 - 5.50
8.3¢% 7.20




Approximetely 7,400 of cpplicant's customers in Visalia
Teceive water 2t flat rates, the billings for which are based upon the
numbex of rooms, baths, showers, and toilets in the house and the size
of the area irrigated. A comparison of monthly billings for these

items 1is as follows:

Monthly Billings -~ Flat Rzates

Descrintion Presens

Residence, 5 wooms or fewer $51.60
Eazh additiconal room .25
Bath or shower ‘ .13
Toilet .19

Trxigated arezs:
First 10C sq.yds. .37 .
Next 200 sq.yds., per sq.yd. .0035 004
Next 1,000 sq.yCs., per sq.yd. 0025 .003
Cver 1,300 sq.yds., per sq.vd. 00125 0015

The revenue effect of the proposed water rates, based upen

estimated 1964 operations, would amount to 2n imerease of $73.000, or
2 Hd

approximately 17 percoent.

Evicdence xespecting applicont's carning position was
Tegented by applicent azd by the Commission staff. A summary
comparison of the respective showings is set forth in the following
taobrlation:

Summary of Earnings - Visalia Distriet
Estimated Yeaxr 1964

At DPresent Water Raotes Applicant CPUC Staff
Operating Revenues $ 426,000 $ 429,100
Operating Expenses
Sefore taxes and depreciatiom 176,700 170,900
Taxes, otaex then on income 91,600 33,300
Income taxes 57,%88 ég,ggg
Lepreciation 6
Total Cperating Expenses 232,400 53k, 200
Net Revenue 2,900 97,500
Rate Base (depreciated) 1,960,500 2,009,400
Rate of Return 4,797 4.877%

(Continucd)
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Lt Rates Pronosed by Applicant Applicant CPUC Staff

Operating Revenues $ 499,000 $ 503,700
Cperating EZxpenses
Before taxes and depreciation 176,700 170,900
Taxes, othexr than on income 21,600 82,200
epreciation .
Total Operating Expenses /L, YN

Yet Revenue 127,100 131,700
Rate Base (denreciated) 1,260,600 2,009,400
Rate of Return 6.487% 6.55%

In genexal, the Commission steff, having made its studies
and prepared its showing at a later date, had gvailable to it more
recent data than applicent hed, and sevexal of the differxences
apparent in the foregoing tabulation axe dixectly attributabic to
such situation. The items of xzevenuces, rate bases and depreciation
expenses are cases ir point, and with respect to such items the
evidence is convincing, oad the Cemmission £inds, that the estimates
of the staff are £air and reasomable.

Wit respect to cexpenses, other than taxes and denreciation,
the staff cstimate 1s lower than applicant's in four major areas.
Fixct, the staff has eliminated $20,000 f£rom applicant's genexal-
office cherges to a reserve set up forxr the purpose of meeting
applicant'’s liability under retirement contracts with its officexs.
Thisz subjeet was extensively placed before tiac Commission dn
Application No. 43397, involving applicant's Qroville distriét, and
in Decision No. 63530 in that procceding the Commisscion specifically
found “that $20,000 is a2 rcasomable amount for test yeaxr purposes’.

In the instant proceeding the evidence is clezr that the liability
ctill exists, that the comtracts are still im Loxce and that applicent
1s now, 2nd for future years will be, making payments thereon. The

avidence herxein does not indicate that the prior £inding should be




upset. Second, the staff allowanee for the costs of preparing and
prosecuting this rate cace is lower than aéblicant's ernd was based
upon the average costs of a prior series of rate proceedings rather
than on an analysis ¢f prospective costs of this naxticular
proceeding. The evidence om this subject is convimeinz that
applicant’s estimate of regulatory expense is fair and reassonzble.
Thixd, in view of the evidence respecting growth and the pumping costs
resulting from new wells and lowering watex tables, the Commission
finds that applicant's estimate of the ecosts of clectric pOWer mOTe
nearly reflects prospective actual costs in the test veaxr 1964 than

does the staff estimate and that opplicant's estimate of such costs

is fair and reasoncble. Fourth, the staff estimate of the lebor

component of distxilct maintenance work is lower tham epplicant’s

estimate. Among other factors, this cxpense is influenced by the
smount of street and highway work ordered by governmental bodies.  In
the Visalia distriet such street work is imcxeasiag both in frequency
and in cxtent. In view of such situation, applicant's estimate of
maintenance costs appears to be the moxe accurate. The Commission
finds applicant's estimate in such regard to be fair and reasonable
for the test year 1964,

In summaxy, the Commission f£inds that the amounts tabulated
below, including taxes computed on zhe basis of the foregoing
findings, fairly represent prospective carnings im applicant's Visalia
distxict for the test year 1964, under existing snd proposed water
xates. Ve take official motice of the reduction in federal income
taxes signed into law om Februozy 26, 1964. These reductions are
reflected in the adopted results at the tax rate to be effective v
in 1965, consistent with tbe treatment relative to trend in rate 7

of returm hercinsfter set forth.
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Adopted Earnfings Results
Present z2nd Proposed Dates
Estimated Year 1964
ltem Precent Rates  Pronosed Rares
Operating Revenues $ 429,100 § 503,700
Operating Expenses
Defore taxes and depreciation 176,700 176,700
Taxes, other than on income 33,300 33,300
Encomc taxes 12,800 50,588 v
sepreciation 59,500 59,5
Total Operating Expenses 232,000 370,000 7
Net Revenue 95,200 133,700 *~
Rote Base (depreciated) 2,009,400 2,009,400
Rate of Return 4.827 6.65% 7

The evidence demomstxates, as the above tabulation
illustrates, that applicant is in need of and entitled to imcreased
Tavenues. As to the amount of revenues needed by applicant, the
testimony of a staff witness demomstrates applicznt's need for a
rate of return of not less than 6.2 percent if applicant is to meet
its debt and realize a reasomsble return on equity capital., The
evicence also demonstrates that carnings in the Visalia district
cecline by about 0.2 percent 2 year because of growth and continued
inflationaxy influences. In view of the fact that the rates to be
authorized herein will not be effective for the full year 1964, such
declining trend will be taken into account in setting the nmew rates.
The evidence also shows that applicant's present residemtial flat
rate tariff structure is cumbersome and that a reasomable tariff
would result from basing £lat rate cherges on lot size. The influecnce

of this approach is imitially to increase the rate of xeturn by

approximately 0.1 percent.
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In view of the evidence, the more important elements of
which are discussed above, the Commissiom finds that water rates
should be authorized which, om the basis of the test year 1964
estimates hereinabove found to be reasonable, will yield a rate of

retuxrn of 6.5 pexcent om a depreciated rate base of $2,009,400,

whicih rate of retumn and rate base the Commission finds to be fair

and zeasonable.

The rate increases authorized hereinm will produce a gross
xevenue Increase of approximately $68,100 ox about 16 percent.

The Commission finds that the increases in rates authorized
herein are justified and that existing rates, insofaxr as they differ
from those authorized hexecin, are for the future unjust and
unzeasonable.

IT IS ORDERED that:

1. Califoxmia Watexr Service Company is suthorized to file with
thic Commission, on or after the effective date of this order amd in
conformity with the provisions of Gemeral Order No. 96~A, the
schedules of rates attached to this oxder as Appendix A and, on not
less than five days' notice to the public and to this Commission, to
make such rate schedules effective for sexvice rendered im its

Visalia district on and aftexr Jume 16, 1964.




2. within sixty days following the effective date of this
oxdex, applicant shall file witch this Commission foux copies of a
comprehensive map of its Visalis district, drawn to an indicated
scals of not more than 1,000 £eet to the inch, delincating by
appropriate markings the various land and texritory sexved; the
principal water production, storage and distribution facilities; and
the location of the various water system properties of applicant.

The cifective date of this oxder shall be ten days -
after the date hexcof.

Dated ot San Francisco » Califormia, this

day of NAY y 1964,

BALL ot

'CBmmisSioners
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APPENDIX A
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Schedule No. VS-1

Visalia Tariff Area

GENERAL METERED SERVICE

APPLICARILITY

Applicable t0 all metered water service.

TERRITORY
Visalia and vieindity, Tulare County.

RATES

Per Metor
Por Month

Quantity Rate:
For all water delivered por 100 cueft. eeveceon..
Service Charge:

For 5/8 % 3/L~inch MELeT eeveeervosensronconnenns
FOI' 3/).&-'5.'&'1(.‘1'1 mewr PP LL PRI P s re s ransses
FOZ‘ l“inCh motcr GSssssrsvsesvravrsvnassasn
For 12-10Ch MCTOT eccvenrennnnnnnrnnnnnnnn
FOI‘ Z-inCh metcr oo--o---.o--o.-;.o-t_-aoo
FQI' 3-12'1011. meter #POesevovessssssvevtssue
FOI' h-inCh mc‘!"e.'t' LEE N X EN N Poessscenwnsrnan
For 6-inCh meter Sonsosssomosresdsronorroree
For mineh MOTOT cerericrecnvenrensonnnns
FOZ‘ lo-inCh mctcr aaoo--l.------_-o-.v----a

Tae Service Charge is a readiness-~to-serve
charge t0 which is to be added the monthly
charge computed at the Quantity Rate.
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Schedule No. VS-2R
Visalia Tarifs Area

RESIDENTIAL FLAT RATE SERVICE

APPLICABILITY

Applicadble %o all flat rate residential water aervico.

TERRITORY
Visalia and vicinity, Twlare County. (T)

RATES Per Scrvice Comnection
Per Month

For a zingle~family residautial unit,
including premises, having the

following avea:
Q OOO gq'ft.l oxr ICSU seevspansancsmae

O COl “o lo 000 SO-A * sMsapessnsnmoe
10. To01 to 16 000 SGefte revenvvcounane
lO 001 to 25; JQ.fto cevrsssovoones

Por cack additional single-family
wogidentinl unit on tho same premises
and se-ved from the same service
CODnCCuiOn...--.-..-..-o-.----.--.......... 2-50 CC)

SPECTIAL CONDITIONS

1. The above flat rates apply to service connections not J.argcr {x)
+han one inch in diamecter. |

2. ALl service net covered by the above classifications shall bc
furnizhed only on a metered basis.

3. For gervice covered by the above classifications, if the
utility or the custcmer s0 elects, a meter shall be installed and
servico provided undor Schedule No. VS-1, General Metered Service. )




