
Dcci.sion No.. 67262 
-..,.;;...----..;.~-

BZFor~ TdE PUBLIC UTILITIES COMMISSION OF THE STATE OF CAL!FORNUI. 

.1'1 t~ y.~.- o~ t~ A 11· ~t:~o o~ , .I. ._~ J;J.;! .... cr _ ... e ?p c ......... n.l. I 

CA,;.;!For~IA. '!~A'!ER St!tVICE COM:?ANY, ) 
a eo:poxction, fo~ a~ order ~~tao~izing) 
~t to i~creccc r~tC$ eh~rged for water ) 
scrvic~ in the Vicalia clistrict. ) 

) 

A,plication No. 45452 
(Filed May 21, 1963) 

M.:::CT.:.tcilcn, Doylc, B:co'Wn, !:=autman & 'EnC'rsen, 
by A. CT.~~~cT.d GT.ecne~ J~., for applicant. 

City 0: Viealis, by N. O. Bradley, interested 
party. 

C:r.r.il M~ Sa=oy~n a~d Robert W~ Beardslee, for 
tee Co~1ssio~ stafi. 

OP:r.NION .... -- ..... -~-

Public hearing in this m~tte= "i1CS held before Ex::rmincX' 

Emerson on Dcc~bc: 17 and 18, 1963, at Visalia. The matte: is 

s~bmitt~d and ready fo:= eccision. 

Applicant seeks authority to i~creas~ its rates for water 

~orviec iD its Visalia district by amounts sufficient to yield a r:te 

of ~C~r= for tbat district of 6.5 pcrcent ba$cd upon operations 

duriI'lg the year 1964·. The water rates now in effect a:e those 

cst~b1ishcd by this Ce:l::lissiotl in 1952. In the succeed.ing clcven 

years, wage r~tes have inc~ea$ed by more thaD 60 percent, new plant 

pe: customer has increased altnost 40 percent, .ad valorem t.:l:~es Mve 

i~cxeased both in dollar amount ancl in relation to plant, and sub

seantial increases have occurred in thc prices of materials. In the 

cleven-year period, applicant has added more than $1,200,000 in new 

plant io Visalia, i~cluding nice new wellS, a new booster plant and 

=o~c tha~ 33 miles of new water ~ins. 
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As eviecnced by its annual reports to the Commission, 

applican't's -recorded. overall earnings for the year 1962, UPOtl a 

dep~cciatcd rate base, were a~proximatcly 6.08 pcrceot, reflecting 

use of liberalized tax depreciation ~Dd the investment tax c~cdit. 

A?plic~~t's Visalic district is one of 21 separate systems which, 

~xccpt for =o~~i~e 311ocations of overhead, cODstitutes 3 si~glc 

entity for rate-ma!~itlg PU~OSC$. !t 'tlYas alleged that the Visalia 

district e~:niogs for the year 1963 would be no more than 5.15 per

cent, decli:i~g to about 4.8 pe:ecnt in the year 1964. In this pro

ceeding, applicant has propC'scd new water rates c'Lesigned to b:ri'Og its 

Visalia ca~~ings to the level of 6.5 pc-rccnt, based upon operations 

for the est±mated year 1964. 

Ap~~icantfs present general metered service schedule is a 

!'mininnlm charge" type of rate which include:; a quantity of water fer 

the mini::um bil11!lg. The proposed nC"'A rate schedule is a "rcadi'Dcss 

to server: typ¢ of r~te schedule, based upon a fixed service charge ':0 

which a const~nt amount per unit of consumptio~ is additive. Visalie 

is one of a?pliccnt's f:~ remaining districts in which the m1n~ 

c~rsc =ype of rate is used, nearly all other districts having been 

cb£nged to ~hc scr:iec cnarge type of rate during recent years. A 
. 

comp~risoD of typical~onthly billings; unde~ existing and proposed 

r~:es) is as follows. Of the total of approximately 9,000 aetive 

service connectionc, ap~roxim8tely. 1,000 roceive metered service. 

Mo~thly Billings - Metered Rates 
(5/8 x ~7Z::-itlcll meter) 

o:;Co_n;;.s;;.;um~p:;..;;t_i_O!l.;;_'~(,;;.lO_O~C'U~._f;..;;t;.;.,l.) Present 
4. $1.50 
6 1.66 
9 2.14 

15 3.10 
24 4.54 
37 6.34 
54 8.33· 
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Propo~ed 

$2.20 
2.40 
2.70 
2.30 
4.20 
S.SO 
i.20 



A. L:.s~.s2 

A?prox~~tcly 7,400 of applicant's customers in Visalia 

:eceive water 2~ flat rates, the billings for which are based upon the 

n~ber of :ooms, baths) showers, and toilets in the house a~d the size 

of the area irrigated. A com~ariGoD of monthly billings for these 

items is as follows: 

Monthly Bil1i~gs - Flat Rztes 

Descri:gtion 
~esidenec, 5 ~oom$ or fewer 

E~ch ~dditic~al room 
Bath 0: shower 
Toilet 

Irrigated 
First: 

areas: 
lee sqooyQs. 
200 sq. yo,s. , Nc~ 

Next 
Over 

1,000 scr.yc.s., 
1,300 sq.yes., 

per sq. yd. 
pcr sq .. ycl. 
per sq.yd. 

PresC".l":: 

01.60 
.25 
.IS 
.19 

.37 

.. 0035 

.0025 

.. 00125 

~scd 

$1.95 
.30 
.25, 
.25 

.45 

.004 

.. 003 

.0015 

T~o rev~~e effcc~ of the proposed water r8~e$, baced upce 

cstim:Jted 1.964 opcT.a~ions, would a:lount to .:n increase of $73,000, or 

approximately 17 percent. 

Eviclence rcspec~ing app1ic~~tts earning position was 

?:c~c~tcd by appliccnt ancl by the Commission staff. A summary 

compa~ison of the ~espective showi~gs is set forth in the follOWing 

S~ry of E~:nings - Vi~alia District 
Estfm?~ed Year 1964 

At Prcscr.~ W~t~r Rntcs 
Opcra'i:i:og ReVc:l'tles 
Opcr~tino Expense: 
~efore taxes and de~reciatioD 
Taxes) ot~c= than on iDcome 
Income t.:xe~ 
Dc,rcc~.atiotl 

Total c,crating Expenses 
Net R~cnue 
Rate Base (dcp~eciated) 

Rate of ReturD 

Applicant 
$ t,.2G,000 

176,700 
91,600 
7,100 

56,700 
332,100" 

93,900 
1,960,600 

t..,.79% 

(Colltin':lcd) 
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CPOC St:aff 

$ 429,100 

170,900 
83,300 
17,500 
59,500 

3jr>~~O 
97,900 

2,009',tt.OO 
4.87% 



A .. l:·5L:·52 E" 

At Rates Proposed b~ A2Elic~nt AE21ic.:l~t CPUC St~ff 
Opcrat::'ng RC"IiCtl':lC S $ l~99,OOO $ 503,700 
Operating Expenses 
Before taxes and depreciation 176,700 170,900 
T~xcs, other th~n on income 91,600 83,300 
Income taxe:; 46,900 53,300 
Depreciation 56 .. 700 59 2500 

Total Oper3ting Eh~enses 371, 9"00" 372,006 
No: Revenue 127,100 131,700 
Rate Sase (dep:ec i"tc<l) 1,960,600 2,009,400 
Rate of Return 6.48% 6.551. 

In gc~eral, the Commission st~ff, havinz made 1t$ studies 

~nd prepared its sho~lng at ~ late: date, ~d ~vailablc to it mo~e 

recent ~ta tha~ ~~?liccnt hcd, and seveT.,al of the diffcr~ces 

apparent in the foregoing tabulation arc direetly attributable to 

such si'i:Uation. The i-::e:ns of rc-.rcnues, rate ba$cs and depreciation 

ej~n~es arc cases in point, .and with respect to such it~s the 

evidencc is convincing, ~nd the C~ission £ines, that the est~tes 

of the staff are fair ana reasonable. 

With rcs?ect to expenses, other th~n taxes and de,reciation, 

the staff es~imatc is lower than applicant'$ in four ~jor area~. 

Fi=~t, the st~ff ~$ climinated $20,000 from applicant's g~e:al

off~cc ch~rgcs to ~ reserve set up for the purpose of mcetir.g 

~p?lic3~t's liobility ~~der retirement contr~cts with its officers. 

This subject W3S extcns~vely pl~ced before the C~ission in 

Applic~tion No. 43397, involving applicant's Oroville d~striet, ~nd 

i~ Decision No. 63530 in that proceeding the Commission s~ccifieally 

fO'l.!nc~ :'that $20,000 is .:I reasotlaole amount for test year purposesa • 

In the inst~nt proceeding the cvieence is cle~r that the li3bility 

still exists, that the contracts are still in force a~d that appliea~t 

is DOttY') ~:ld for future ye.:trs will be, mal<ing paymet'Jts thereon. 'The 

';:~w·l.dcncc :'lc~ein does :lot indicate that the prior finding shc:>uld be 
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upset. Second~ the staff allowance £o~ the costs of preparing and 
-

proceeuting this r~:e caze is lower ~haD applicant's and was based 

UPOD the avcr~ge costs of a prior $crics of rate proceedings ra:hcr 

than on an an31ysi$ cf prospective costs of this particular 

proceeding. The evi<ic::cc on this subject is convincing that 

Thir~, in wYicw of the evie~cc respecting growth ~nd the F~inS costs 

resultiDg from n~w wells an~ lower~ng water tables, the Commission 

fi~cio that applicant's cst~~te of tAC costs of electric power more 

Dearly reflects ,rospective actual costs in the test ye~r 1964 than 

docs the staff cstit:l3tc and that ~pplicant f s eS'l::i.matc of ~'Uch costs 

is fair and reasonable. Fourth, the staff estimate of the lcbor 

component of dist:1ct mai~tenance work is 1~1er than-applicant's 

estimate. Among other factors, this expense is inf;'uctlced Qy the 

amou~t of street a~d highway work orderee by governmeotal bodie~. !n 

the Visalia dis~riet such street work is i~creasi~g both in frequency 

a-nci ill extent. In view of such Situation, applicant's es::i.mate of 

maintenance costs appears to be the mOrc accuratc. The Commission 

finds ~pplicaDt's estimate in ~uch regard to be fair and reasonable 

for the test year lS64. 

In summary, the Commission finds that the amounts ta~~l~te' 

below, including taxes com,uted on the bas~s of the foregoi1'lg 

findings, fairly represent prospec~iv¢ earnings in applicant's Visalia 

district for the test year 1964, UDGer existing a~d proposed water 

rates. We take official notice of the reduction in federal income 

taxes signed into law OD February 26, 1964. These reductions are 

roflectcd in the adopted results at the tsx rate to be effective I 

in 1965~ consistent with tbe treatment relative to trend in rate / 

of return herei~fter set forth. 
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Adopted Earnings Results 
PresC'Ot ~nd Pl=oposed r..atcs 

Est~~mated Yea-r 1964. 

Item -Opc:ating Revenues 
Operating Expenses 
Before taxes and depreciation 
TaAes, other th4n on income 
!Dcomc taxes 
Depreciation 

Total Operating Expenses 
t-ret Revenue 
~cte Base (depreciated) 
l.~tc of ~ctu'1.-n 

~cc.ent Rates 
$ [:.29,100 

176,700 
33,300 
12,800 
59~500 

Z~Z,50"O . 
96,800 

2,009,400 
ll-.8Z'1. 

Pro2oscd R.:Itcs 

$ 503,700 

176,700 
83,300 
50,500 
59 2 500 

37C1 , Corr 
l33,700 

2 , 009', t:.oc 
6.65% 

The evidence dcmonstr~tes, as the above tabulation 

illuctrates, t~t applicant is in need of and entitled to increased 

:~cnues. As to the amount of revenues needed by applicant, the 

test~ony of a staff witness ~emonstrates applicant'S need for a 

rate of return of not less tban 6.2 percent if appliea~t is to meet 

its debt and realize a rC3sonsble return on equity capital. !llC 

evidence also demonstrates that earnings in the Visalia district 

ceclinc by about 0.2 percent a year bec~use of growth 3~d co~tinucd 

inflationary influences. In view of the fact that the rates to be 

autho~ized herein will not be effective foz the full year 1964, such 

declining t=end will be taken into aceount in scttiDg the new r4tes. 

The evidence also shows that applicant's present residential flat 

r.lte t<lriff structure is cumbcraome and that a reasotlablc tariff 

1/ 

/ 

v 

./ 

would re~lt from basiDg fl=t rate c~r8es on lot size. The 1nfl~cnce 

of this approach is initially to increase the rate of return by 

app~ox1mately 0.1 percent. 
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In view of the evi<icnce) the more im1?ortant elements of 

which are discussed above, the Commission finds that water r3tes 

shoulci be authorized which, on the basis of the test year 1964 

est~tes hereinabove found to be reasonable, will yield a rate of 

return of 6.5 percent on ~ dep~cciated rate oase of $2,009,400, 

which r~tc of return anc rate base the Commission finds to be fair 

and t'eo:;:sonablc. 

The rate increases ~uthorizcd herein will produce a gross 

revenue increase of approx~tcly $GZ,lOO 04 ~bout 16 percent. 

The Com:nission finds that the i'Cczeascs in rates authorized 

he're:!.-n are justified and that existing r.-:ltcs, .insofa-r as they differ 

from those authorized herein, ~re for the future unjust and 

unreacotlable. 

ORDER 
-~---

IT IS O?.DERED that: 

1. California Water Service COQpa~y ic ~uthor1zed to file with 

thic CommiSSion, on or after the effective date of this order aDd in 

conformity with the provisions of General Order No. 96-A~ the 

schedules of rates attached to this order as A'?~Ddix A ~~d, on Dot 

less than five days' no:ice to the public and to this Commission, to 

~kc ~uch rate schedules effective for service rendered i~ i~s 

Vis~lia district on Olnd after Jutle 16, 1961c ... 
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2. Within sixty days following the effective date of this 

order, ~pplieat1t shall file with this Commission four copies of a 

cOQprci1cosive map of its Vis~li3 district, drawn to an indicated 

sccl~ of no~ mor~ than l~OOO feet to the iDCh, delineating by 

app~op~iate mcr~ings the various land and territory served; the 

prinei,~l water ?:o~uct!OD, storage and distribu:1on facilities; and 

the location of the various water system properties of applicant. 

The effective date of this order shall be ten days. 

3fter the date hereof. 

Dated at ___ &n;.;;..;.;.;...;P~1'r::J.n;.;;;;;;;.;d;,;;;;:.sc;,;:o~ __ ) Ca lifornia ) this 

MAY , 1964. 



1J'Pr.IC~' !:.ITY 

APPENDIX A 
Pag~ 1 of 2 

Schedule No. VS-l 

Visalia. T~ift Area 

cmreRAI. ?1E'l'ERED SERVIC::: 

Applicable to ~ll metered water $orvico. 

TEP..RITORY 

Vi:;illa and vicinity, Tulare COlmty. 

RATES 

QuMtity R:l.tc: 

Por Metor 
Por Month 

For all water delivered per 100 cu.ft. •••••••••• $ .10 (C) 

Service Charge: 

For S/8 x 3/4-inch metor •••••••••••••••••••••••• 
For 3/J.t·~ch moter ......................... . 
For l-inch motor ........................ . 
For l~inch ~etcr •••••••••••••••••••••••• 
For 2 .. inch meter ..................... _,_ ••• 
For 3-inch meter •••••••••••••••••••••••• 
For ~-ineh meter •••••••••••••••••••••••• 
For 6~1neh meter ••••••••••••••••••••• _ •• 
~or 8-~eh mater •••••••••••••••••••••••• 
'For 10-inch moter •••••••••••••••••••••••• 

T.10 Service Charge is a readino~s-to-serve 
cr~go te which is to be added the monthly 
charge computed at the Quantity Rate. 

$ 1.80 
2.00 
2.70 
3.80 
4.80 
9.00 

12.00 
20.00 
30.00 
37.00 

I 

I 
I 

Cc) 
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APPENDIX A 
Page 2 e! 2 

Sched\1le }To. VS-2R 

Visalia T~.!r Area 

APPLICABILITY' 

TER.RITORY 

V~1;l and vicinity" M~o COw'Ity. 

For a :ingle-!'Dmily' ::"es~d"u·ti..~1. t1n~.1'., 
including prem11'J<fts" ~ . .., ... 1ng t.h~ 
tellowing At·~a.: 

0,,000 :q.~.! or less ••••••••••••••• 
o,COl ~c 10,,000 sq.tt ••••••••••••••• 

10.001 to 16,000 sq.!t ••• • ••••• ·v~ ••• 

16:.00l to 2$,,000 sq .. .ft ... n.u ....... . 

F~r eAch aCdi~ional ~ingle-!~i:y 
rcsident~il unit en tho 3~~e prcmi~c~ 
and. sP:'Vcd. !rom tho :raMO service 
eonncction ••• - •••••• -••••• - •••• ~ ••••••••••• 

SPECIAL CONDITIONS 

Per Service Connection 
Per Month 

$).10 
4.10 
5.0$ 
6.35 

2.$0 

1. The above flat rAtes~pp~ to servico connections net larger 
tnA!l one inch in diamcte:" .. 

2. All ~ervice net covered by the above c~~~i.~e~tions shall bo 
~~i~hee cnly on a metered b~zis. 

). Fer 3c:tice covered by the aoo~ .. e el.a$si£'icat10ns" it tho 
utility c: the custcmcr so elects" a meter shAll be installed and 
~e:vico pr~~lded under Schedule No. VS-l" Genoral Metered Service. 

(T) 

(C) 

I 
(C) 

(N) 

(N) 


