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SEFORE TAE PUBLIC UTILITIES COMMISSION OF TEE STATE OF CALIFCRNIA

Decision No. | 68605

In the Matter of the Application of

CALIFORNIA WATER SERVICE COMPANY,
a corporation,

)
)
g : Applicatxon uo. 46728 ‘
; (leed June - 16 1964)

for an order authoriz: ing it to
increase rates charged for water
service in the Los Altos-Suburban
District.

YCCutchen, Doyle, 3rown, Trautman % Enersen,
by A. Crawford Greeme, Jr., for applicant.

Captain vilson P. Cozswell, USN gRet.g, for

self and nexl Eoors, Philip D=5. rerham,

for self; Wa texr E. CTusterman, Jr., for
Kaiser Cement % Gypsum Company; Colonel
Owen ¥. Carter, USA (Ret.), for self;
Mrs. Herman L. Solomon, for residents on
Deodara Drive; and Jobr L. Reilly, for
self, protestants.

.John S Ashley, for self and Fremont Manor

T lmprovement Assn.; and C. M. Merlinjones,
for self, interested parties.

W. Roche, R. Seardslee, and T. Deal, for the
uommxssion stafr.

QPINTI 0 N

California Vatexr Servxce Company seeks authority to
increase its gemeral metered sepvice rates in its Los: Altos—
Suburban District by an annual amount of-$304,200gbase§ Qn its
estimates for the test year 1965. This would be an Qvérfgll"'
increase of 21.8 per cent. | | ’.’

Public hearings were held before Examlner Warner on

December 3 and &4, 1964, at Los Altos. About 40 customers attended




L. 46728 - SW/MB *

the hearings and six entered formal appearances in protestfto;thea'
granting of the application. The principal obgectxon was to the
increase itself, since, by Decision No. 67333 dated June 3~ 1964
an approximate 20 per cent increase over the then‘existrng ratesJ;
for water service was granted to offset water extract;on charges
levied by Samta Clara County Flood Countrol and Waterllrgtrrch of!
$1C per cexce-foot ond Samte Clara Valley'Water Conoecvotron
District of $8.385 per acre-foot.

The record on Applications Nos. 46301 46302 and 46729]
of applicant to increase its rates for water servxceein its ‘East
Los Angeles, Hermosa-Redondo, and Stockton Districts, respectively;

was incorporated herein by reference to the extent that reference -

is wmade therein to company-wide operations and to finances and rate:

of retum., _ o

Applxcant furn;shes water service in 21 dlstrlets from
the Hamzlton Cety-Chzeo area in northern Caleornxa to the East :
Los Angeles and Hermosa-Redondo»dxstricts in southern Californma
as shown on Chart 2A of Exhibit No. 3. As of December 31 1963
investment in utility plant amounted to $87, 233,741, and there -
were 232,176 customers and 415 employees. Applxcant s prmnempal
office is in San Jose. | . |

In 1963, applxoant was furnmshxnb,water servrce to an’

average of 12,490 metered active service connections in ltS

Los Altos~Suburban District 1n the Crty of Los Altos, in fringe sec-

tions of the cities of Cupextino, Los Altos Hxlls, Mountain Vmew
and Suanyvale, and in adjacent areas ‘of Santa Clara County; Ln

addition, 12 private fire protection and 883 pdblic fxre protectxon
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services were conmmected; applicant estimated that in the year 1965 -
there would be an average of 13,035 metered coﬁheetions; for the
year i965 applicant estimated there would be an-ave:ageeéfvlsl
private fire protection services and 999‘public firejp:Otectiqﬁ“-
services. | | | R

The maintenance of a high rate of capital investment:in '
plant in the Los Altos-Suburban Distriet is alieged to be a prin-‘

cipal factor which prompted the filing of the instant appl:catlon.

3etween 1960 and 1963, utility plant zncreased by 23~per cent or

by moxe than $1,350,000. The increase on a per customer basxs was'
from $498 in 1960 to $572 in’l963; Seven new wells were drilled -
and equipped at a cost of $164,000; storage capacity was xncreased
at a cost of $118,000; and $743,000 was expended on mains, meters
and services. Property taxes increased almdet SOfper'cedt.,'Coﬁ¥
mission staff engineers estimated that the~afbrementionedtwete:*‘
excraction charge for the year 1965 would be $157,300.

As noted heretofore, epplicant’s presentt:atewaere
authorized by Decision No. 67333 which becameVeffeetiQe Julyll
1964. Applicant proposes to~e11m1nate its Loyola zone rates of.
its predecessor, Suburban Vater Company. No ehange zs sought xn

any of applicant's tarlffs other than those for general metered,

service.




A, 46728 SW/wB *

The following tabulation compares the ?resent'Loé Altos-
Suburban District (except Loyola zone) general metexed service);ateé~
with thosé'proposed in the application and thbsevauthoriied ﬁéreiﬁ-
after: .

COMPARISON OF PRESENT, PROPGSED AND s
AUTHUEIZE5_CENERZITEETEﬁEﬁ_SEEVICE-RKTE

Per Meter Per Month
Present Proposed  Authorized -

Quantity Rates:

First 3,000 cu.ft., per 100 cu.fx. § 0.285

Next 27,000 cu.ft., per 100 cu.ft. 3.265

Over 30,000 cu.ft., per 100 cu.ft. 0.235 |
For all water delivered, per 100 cu.ft. - $0.33. $0.30

Service Charge:

For 5/8 x 3/4-inch meter ...... ceeeses$ 2.00  $ 2065 §2.35

For 3/4~inch meter ...cvveen vese 2,200 2,90 0 2,50

For l-inch meter ‘ 40 4.000 3,50
FOI : 135-inCh meter Sesvesssccsee ' _5'- 60 4.90‘
Tor 2=-inch Mmeter. c.eeeceeacees 5.80 7.20. 6.30
For 3-inch meter . 13.00 . 11.50 - |
For 4-inch meter ‘ “ : 18.00°: . 16.00.
Tor 6-inch meter ...eceeenceees 2 : 30.00-. 26.00
Fox 8~inch meter ......cecece.. 28.40 45.00°  40.00

For 10-inch meter . 55.00 48.00

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

b

The record shows that the average mpnthly watet,usage-in“

the Los Altos~Suburban District is estimated by Commission staff
engineers to be approximately 2, 200 cubic feet. A;,tbeTpresént‘
rates the charge for such usagé through av5/3‘by;3/4-£nchnmeter
wouid be $3.55 and at thé‘proposed rates it would-béf$10,24;'an
increase of $1.69, or 20 percent, and at the rates authordized, such
charge will be $9.25, an Increase of’8.percén:, In~the‘Loon§‘idﬁé,_

the present charge for such usage is $9.70.




4. 46728 S‘%IB *

Exhibit No. 17 is applicant’s report on resul;é of opera-
tions of its Los Altos-Suburban District. Exhibicimb¢‘13 is a
report on applicant's results of operacions in the Los Aitos—
Suburban District submictéd‘by a Com@ission'staff accoun?ant and'( -
Commission staff engineers. The fbilowing;tabulatidn cdﬁparés‘:he  ,
earnings data in said exhibits. | .

COMPARATIVE SUMMARY OF EARNINGS
(Per Exhibit No. 13)

Year 1565 Estimated

- Present Rates : Proposed Rates

Item : Company : Staff : Company : Staff

ousands of Dolla:§)_

Operating Revenues $1,397.7  $1,491.5  §1,70L1.9 $1}81637

Operating Expenses 708.0 = 727.2 708.0 727.2

Depreciation 162.2 159.5 162.2 159.5
Taxes 264.5 298.4 4211 485.7
Subtotal 1,13%.7  1,185.1  1,291.3 1,352. 4

Net Operating Revenues 263.0 306.4 410' 6 464_.3‘;1_':'
Rate Base 5,915.4  5,823.5  5,9L5. 4 5,823.5
Rate of Return 445 5.26%  6.96%  7.97%

The principal di fference between company andbstaff:opera?‘ ‘
ting revenue estimates of $3 ,800 at present rates and $114,800 at’
proposed rates for the year 1965 is in the expected average sale ofi
water to commercial customers. Staff's estimate of’ 272 Ccf per
customer-year for 1965 was derived by graphical Method«B‘(Mbdzfled
Bean) which eliminated variations due to rainfall and temperature _
and which resulted in a slxght upward trend xn annual consumptzon ;y 

per customer. Applicant's estimate of 2484Ccf per customer-year
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for the years 1964 and 1965 was derived by averaging‘coﬁsumption¥’
over the nine-~year period 1955 through 1963 and its estimate was
exceeded by the actuzal consumption in each of the years 1960 through «
1962, For the four years 1960 through 1963, the actual consumpt;on
averaged 259‘Ccf.‘ | - V ’ o
Other minor dszerences in revenue estimates- result from
variations in the number of average service connectlons, in tne
basis used to calculate the average service charge, and‘xn con-!
sumption levels of industrial,public author;ty'and other customers.w
The only major difference Setween the 1965-operat,ng,and '
maintenance expense cestimates submtt:ed by appln.cant and staff ‘
except for differences attributable to water produced and del fvered.
based on the dlfferences in estxmates.of sales heretofore d*scussed*
wder operating revenues, is in cransmlssmon ‘and dlstribution main- -
tenance expenses where staff's estzmaxe is $10, 300 less than appll-
cant's. This difference is primarily attributable to the fact thatf:
staff based its estimate on the overhaulxng of 340 addxt%onal meee—s,
which is the current level of work performed, whereas apolxcant:
estimated the overhauling of 830 additional meterslwhich;did not.

give weight to actual recorded expense° in 1963 - fei

The record shows that the current water extrachon charge
levied by Santa Clara County Flood Coatrol and Whtcr District
of $10 per acre-foot may be 1ncreased to $16 50 per acre-fbot on
July 1, 1965, but such increase was not included in operatmng
expense estimates for the year 1965 submitted by appllcan:,orxstaff;'
Staff's estimate of miscellaneousrgeneral expeneeé'WQS'

$2,100 less than applicant's because it reflects the exclus;on of

l
\
_ W
1
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radio lease and maintenance expense. Abplicant purchaéed‘itSNown'
radio equipment in January of 1964 and now charges zts.maxntenance
expense to Account No. 805-2, Mazntenance of General Plant.

Staff's estimate of ad valorem taxes is $20,§0011ess
than applicant's. Staff determihed’an effective tax;éte*of
2.199 per cent for the 1965 total estimated taxable p#ant of
$7, 608, 300. Appiicant's estimate was based on a;trend#‘ |

There is no significant diffcrence between tﬁg‘rate
bases estimated by applicant and staff. " %. |

Exhibit No. 15 is a report on rate of return Eubmitted
by a staff accountant. It shows applicant's comp051te cosc of

capital at October 31, 1964, to be 6.10 pexr cent based upon an

allowance on common stock equity of 9.25 per cent. Said allcwance_ o

is based upon the staff's consideration that applicant w111 need
additional funds to finance new construction; that the fxrst need
for future external financing will be accomplished. by a' longrterm
debt issue at a rate exceeding the present cost of 1onglterm debt-
that applicant was able to float a bond issue early in 1964 at a ,
reasonable cost; and that applicant's capital structure 1nd1cates

a2 higher common equity ratio (43.98 per cent) than the - average fbr
the prior five years. Staff concluded that capltalizatlgn ‘and rate
base are reasonably comparable. Staff further concluded~that there«
will be a decline in rate of return of .15 per cenc from.1964 to |
1665 in the Los Altos-Suburban District and recommended that a rate

of return of 6.25 per cent be applied to the staff rate base of
$5,823,500 for the test year 1965. , S f

}(W 1: -
 }: .
'

B "\“
]
|
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The Commission finds that: ;
1. California Vater Service Cbmpany‘is a public ut%li;yﬂ
water corporation under the jurisdiction of this Commissién,
operates some 21 separate districts in. ualeornxa, and furnxshes |

water sexvice to about 13,000 customers in its Los Altos-Suburban “

1\‘
i

District. r

2. Due primarily to increases in operation and maiﬂtenénce ”
expenses and taxes, other than income taxes, apoiica:it“s :.iate of |
return of the year 1965 at present rates would be defxczent, and
applicant is in need of and entitled to flnanclal relief.¢

3. The 1965 rate of return which would be produced.by the
rates proposed in the application would be excessive. 1 }

4. The staff's estimated results of operatzons forythe
test year 1965 reasonably reflect applicant's ope:atxons £or that
year. Said results of operatlons are adopted as reasonable for

L

the purposes of this decision. ' ‘ PP j

J
5. Applicant’'s rate of return for thxs,dxstrxct w111 con=
S
tinue to be subject to substantial declxne in the 1mmedmatu future.
A rate of return of 6.5 per cent on the adopted 1965 rate base of

$5,823 500 would yield & rate of return of approxlmatcly 6‘25»per f .
¢ent for the future. Said rate of return 15 reasonable. %”

It is concluded that the applzcation should be granted 1n
part and denied in part and the order which follows w111 authorlze |
applicant to file new schedules of rates appllcable to its Los Altos-
Suburban District, which will produce total estimated annu;l opera-
ting revenues during the test year 1965 in said Distriet of |

$1,640,000, which will be an imcrecase of $148, 500 or lO perccnb,:

!
|
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over the revenues which would be produced by the present rates, but |

$176,700 less tban the increase sought. . 5 S

The Increases in rates and charges authorized herein are
Justified, and they are reasonable. The present rates and charges,.
insofar as they differ from those herein prescribed are for the o

Lo
future unjust and unreasonable. | ' |

/
/.
L

ORDER R

IT IS ORDERED that California Watcr Service Company is .
authorized to f£ile the schedule of rates applicable to its Los Altos-
Subuxban District attached hereto as Appendix A, and upon,not less
than five days' motice to the Commission and to the public, to make
such rates effective for serviece rendered on and after March 16, 1965. -
Concurrently with the filing authorized herein, applicant is author-
ized to cancel by appropriate advice 1etter its presentlyweffeetiwe
Loyola Zone Schedule No. Ls-1, General Metered Service, and to Y
pProvide  for serving customers in that zone under the. Los Altos-‘

. )‘
Subuxban Tariff Arca Rates.: o

The effective date of this order shall be twenty days after
the date hercof. ‘ - "Qm

Dated at San Frandises  , California, this |47  day
of _  FEBRUARY 196s. N S

‘ Commissioners

e




APPENDTX A

Schedule No. LS~1
Los Altes-Suburban Tariff Area

GENERAL METERED SERVICE

APPLICABILITY

Applicable to all metered water service.

TERRTTORY

los Altos and vicinity, Santa Clara County.

RATES | . Por Moter .
| - Por Month .
Sexrvice Charge: S

For 5/8 x 3/4=inch meter ........ ceeees
For 3/4~inch meter

For l-inch meter ...c.ceeeveens.
For Ih-inch MOLEr ..eevenevecans
For 2=inch ROLOr ..vevcsrsinenn
For 3-inch meter
For 4=inchk meter
For 6~-inch meter
For S-inch MO L iiiirieane
Tor J0=inch mebor .coecevernwes .e

ssmsosresaivene

L N A N )

Qua.nti‘ty Rate:

For a1l water delivered, per 100 cu.ft. $0.30

The Service Charge is a readiness—to—aerve
charge which is applicable to all metered.
service and to which 1s to be added the
monthly charge computed at the Quantity Rate. -

SPECTAL CONDITION

S
!

Custaners who receive water deliveries fer sgricultural purposes under
this schedule, and who present evidence %o the utility that such deliveries
qualify for the lower pump tax rates lovied by Santa Clara County Flood
Control and Wator District and by Santa Clara Va.lley Water Conservation
District for agricwltural water, shall receive a credit of 3 cents per 1CO
cubie feet on esach water bill for the quantities of water used Jduring the
period covered by that bill. ‘




