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Decision No. 68605 

3EFORE TT~ PUBLIC UTILITIES COMMISSION' OF n"...E STATE OF C:ALIFC~l'IA ' 

In the ~atter of the Application of ) 
) 

CAl.IFOR..l\TIA r,.rATER: SERVICE COl't.iP.MT.'l. 
a corporation, 

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

S 
~' 

l 
Application ~10'. ,46728 
(Filed June' "1&, 1964) 

McCutchen, Doyle, Brown,. Trautman ,Sc Enersen,. 
by A. Crawford Greene, Jr., for applicant. 

Capta:..n P.ilson P. Cogswel1l US~T (Retw~, for 
self and neigSoors; phil~p D-~w Per am, 
for self; Walter E. OUsterman, Jr., for 
IUliser Cement ,:k Gypsum COmpany; COlonel 
Owen R. Carter. USA (Ret.), for self; 
~~s. Herman L. Solomon, for residents, on 
Deodara Drive; and JoEr.. L. Reilly, for 
self, protestants • 

. John S. Ashley, for self and Fremont l'I'J.anor 
rmprovement Assn.; and C. M. Merlinjones, 
for self, interested parties. 

",7. Roche, R. 3eardslee,. and T'w Deal, for the 
Co~ss1on staff. 

OPI!~ION' 
-~----.~-

California Water Service Company seeks authority to 

increase its general metered se;vice rates in its Los Altos­

Sl\burban District by an annual amount of $304.200 based ,on its 

estimates for the test year 1965. This would be an over-all 

increase of 21 .. 8 per cent •. 

Public hearings were held before Examiner Warner on 

December 3 and 4~ 1964> at Los l~tos. About 40 'customers: attended 

, .. 
-1-

, , 



A. 46728 - S¥~~ * 

the hearings and six entered formal appearances in protest to, the' 

granting of the application. The principal ob-jection was I to the 

increase itself, since, by Decision No. 67333, dated JuneS, 1964" 

an approximate 20 per cent increase over the then existing' rates, " 

for water service was gr.3nted to offset water extraction charges 

levied by Santa, Clara Co\Ulty Flood Control and WaterDi~trict of 
, 

$10 per cere-foot end Sante Clara Valley Water Conservation 

D~trlct of $8.85 per ~cre-foot. 

'!'he record on Applications Nos. 46301, 46302 and 46729 

of applicant to increase its rates for water service' in its East 

Los Angeles, Hermosa-Redondo, and Stocltton Districts, respectively, 

was incorporated herein by reference to the extent that reference 

is made therein to company-wide operations and to finances' and, rate 

of return.: 

Applicant furnishes water service in 21 distric'ts from ," 
: I' 

the Hamilton City-Chico area in northern California to' the East 

Los Angeles and Hermosa-Redondo districts· in southern california, 

as shown on Chart 2A of Exhibit No.3. As of December 31,. 1963:," 

investment in utility plant amounted to $87,233,. 741, and' the~e 

were 232,176 customers and 415 employees. Applicantl's prinCipal, 

office is in San Jose. 
, " 

In 1963, applicant was furnishing. water service to. an" 

average of 12,490 metered active service connections in i'ts 

Los Altos-Suburban District in the City of Los Altos, in fringe sec­

tions of the cities of Cupertino, Lo,s Altos Hills." Mountain View 

and Sunnyvale, and in adjacent areas of Santa Clara County; in 

addition, 12 private fire prc>tec,tion,and 88$ public fire protection 
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services were coxmected; applicant :estimated that in the year 1965-

there would be an average of 13,035 metered connections; for the 

year 1965 applicant estimated there 'Would be an average of,lS' 

private fire protection services and 999 public fire, protection' 

services. 

The maintenance of a high rate of capital investment in 

plan't in 'the Los Altos-Suburoan District is alleged to be a prin­

cipal factor which prompted the filing of ·the :instant application .. 

3etween 1960 and 1963, uti1:ity plant increased by 23 per cent, or 

by more 'than $1, 350 ) 000 • 'I"ae increase on a per customer 'basis was 

from $498 in 1960 to $572 in 1963.. Seven new wells were drilled .' 

and equipped at a cost of $164,000; storage capacity was increased 

at a cost of $118,000; and $743,000 was expended on mains,". meters 

~nd services. Property taxes. increased almost SO' per cent •. ' Com­

mission s·ta£f engineers estimated that the aforementioned· water 

extraction charge for the year 1965- would be $157,300. 

As noted heretofore, applicantrs present rates.were 

authOrized by Decision No. 67333, wl1ich became effective July 1, 

1964. Applicant proposes to eliminate its Loyola zone rates of 

its predecessor, Subtrrban v1ater Company. No change is sought in 

any of applicant's tariffs other than those for general metered 

sen"ice. 
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Ibe following, tabulation compares the present Los Altos­

Suburban District (except Loyola zone) general metered service rates 

with those proposed in the application and those authorized herein­

after: 

COM:PARIS01~ OF PRESENT PROPOSED AND 
AU'IHORltm GENElUJ: METdED sEKVtt!£ RATES 

Per'Meter Per"Month 

Quantity Rates: 
Present Proposed" Authorized, 

First 3~OOO cu.ft.~ per 100 cu.ft_ $ 0.285 
Next 27,,000 eu .. ft., per 100 cu.ft. 0.265-
Over 30,000 cu.ft., per 100 eu.ft. 0.235-
For all water delivered, per 100 eu.ft,_ $ 0.33· 

Service Charge: 

For 5/8 x 3/4-inch meter .............. $ 2.,00 $ 2~65 
For 
For 
For 
For 
For 
For 
For 
For 
For 

3/4-inch meter ............. '.,. 2.20 2'.90 
l-inch meter •......•..... 2 ... 40 4.00· 

JJ£-iuch meter ............... '. 4.00~ 5.60 ' 
2-inch meter, ..................... 5.80' 7.20' 
3-inch meter .............. 10.60·, 13-.. 00 
4-inch meter .............. 13 .. 80, lS,.OO' , 
6-ineb. meter .............. 21.00 30.00· 
a-inch meter ... ........ " .... 28: .. 40 45~00· 

lO-inch meter ................ 40.00 5.5-.. 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. 

$ 0.30 . 

$ 2.35-
2~50'· 
3:.50; ',' 
4.90~ 
6-~3a: ' 

11~.50 
16.00,. 
26.00 
40,*,00'-
48.00 

The record shows that the average monthly water-usage· in 

the Los Altos-Suburban District is estimated, by CoImnissions,taff 

engineers to 'be approximately' 2, 300 cubic feet. At. the· present 

rates the charge for such usage through a 5/8 by 3/4-inc:hmeter 

'Would be $8.55 and at the proposed ra;tes it would· be $10.24, an 

increase of $l.69~ or 20 percent~ and at the rates authorized. such 

charge will be $9. 2S, an increase of' 8, percent. In tbeLoyols. zone, 

the present caarge for such usage is $9.70. 
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· · · · .. · 

Exhibit No. 17 is applicantts report on resul~s of opera­

tions of it.s, Los Altos-Suburban :>istrict.. Exhibit No~ 18 is a 

report on applicant's'results of operacions in the 'los Altos­

Subu:r.ban District submitted by a Commission staff accountant and 

Commission staff engineers. The following. tabulation compares the 

earnings data in said exhibits. 

COMPARATIVE SUMMARY ::>F EARNINGS 
(Per Eihibi t j~o. IS) 

.. Year I~b> ~stimatea · : ~resent Rates : ~oEosed ltices 
Item · Compan::i : ~ta!& :;:~I!anI : ~taIr · (thousan S 0 0 aTs) 

~erating Revenues $1,397.7 $1,491.5 $1,,701 .. 9 $1',8·16·.7 

'Operating Expenses 708.0 727 .. 2 703.0, 727.2 
Depreciation 162.2 159.5 162' .. 2' 159.$ 
Taxes 264.5 298 .. 4 421.1, 46:$.7 

S~tota1 1,134.7 1,185.1 1,.291.3: 1,3S2~4 

Net Operating Revenues 263.0 306.4- 410.6- 464.3" 

Rate :Base 5,915,.4 5,823.5 5,915.4 ' 5,S2J.~5> 

Rate of Return 4.45% 5 .. 26,.. 6 .. 94%' 7 .. 97'.' 

The principal difference between company and staff opera­

ting revenue estimates of $SZ:) 800 at present rates and $114, 800 ;3t 

proposed rates for the year lS65 is in the expected average sale of 

water to commercial customers. Staff's: estimate of'272Ccfper 

cust:omer-ye.ar for 19&5 was derived by graphicall-'Iethod 3 (Modified 

Bean) which elim;nated variations due to rainfall and. temperature 

and which resulted in a slight upward trend in annual consumption 

per customer. Applicant's estimate of 24& Ccf per customer-year 
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A. 46728 

for the years 1964 and 1965 was derived by averaging.·consumption, 

over the nine-year period 1955 through 1963~and its estimate was 

exceeded by the actual consumption in each of the years 1960· through 
". 

1962. For the four years 1960 through 1963" the actual consumption 

averaged 259 Ccf. 

Other minor differences in revenue estimateslresult from 

variations in the number of average service connections, in the 
, I 

basis used to calculate the average service charg.e, and!,' in con:~ 

sumption levels of industrial~public authority and other customers. 
" ' I: " ' 

The only major difference ~eeween the 1965 operating and 
\ 

maintenance expense estimates submitted by Applicant and staff~ 
, 
" except for dif£~ences attributable to, water produced an.d· delivered 

based on the differences in estimates of sales heretofore disCusse&' 
, "f ' 

'Under operatin6 revenues, is in transmission and dist'l:'i~ut:ton: main-
, ,I , ' ' 

tenance expenses where staff's estimate is' $10,300 less, 'Ithan apI>li-
I, 

cant's. i ' 
T'nis difference is primarily attributable to the fact that 

staff based its estimate on the overhauling 0,£ 340 additional1Ue'l:ers, 
.. I. . " 

which is the current level of work performed, whereas' applicant, 

esti:mated the overhauling of sao additional meters WhiCh\'did not ... 
I 

give 'Weight to ac~ual recorded expenses in 1963... I 

.' 1 . The recl.)rd shows that the current water extrac~ion charge 
" I 

levied by Santa Clara County Flood Control 3UdWatcr Di~,trict " 
,,, 

of $10 per acre-foot may be increased to $16.50 per acrel.foot on 
, 'I 

July 1, 1965, but such increase was not included in oper'3tirig . 
I" . 

expense estimates for the year 1965 submitted by app1icaht or.staff. 

Staff's eseimate of miscellaneous general expenses was 
\. i 

'" 

$2,100 less than. applicant's because it: reflects the' exclusion of 
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radio lease and maintenance expense. Applicant purchased its·owo. 
... 

radio equipment: in January of' 1964 and now charges its.;maintenarice 
'1 

expense to Account No. 805-2, Maintenance of General Plant. 
i 

Staffrs estimate of ad valorem taxes' is $20,500 less 
I. 

" 

than applicant's.. Staff determined an effective tax rate 0·£ 
\ I' 

2.199 per cent for the lS65 total estimated taxable plant of , 
I 

$7,608,300.. Applicantts estimate was based~ on atrend~ 
, , 

I 

There is no significant difference between tbe rate 

bases estimated by applican~ and $.taff .. 

Exhibit No. 15 is a report on rate o,f retum ~ubmitted 
I 

by a staff accountant. 
I • 

It shows applicant's composite cost of 

capital at October 31, 1964, to be 6.10 per cent based ~pon an 
I . 
I' , , 

allowance on common stock equity of 9 .. 2S·per cent. Said allowance 

is based upon the staff t s consideration that app-licant Will need 
I., 
I 

additional funds to finance new construction; that the first need 
I , 

for future external financing will be acc::omplishedby a. i;long~t:erm ' 
). "., ' 

debt issue at a rate exceeding the present cost o·f long,,;,term debt; 

that applicant was able to float a bond issue early in i964 at, a 
I 

1 '/ 

reasonable cost; and that applicant's capital structure \indicates 
i,. ' 

a higher cowmon equity ratio, (43.98 per cent) than the a~erage for 
I 

the prior five years. Staff concluded that eap·italizationand rate 
, . . 

, 'i ' " 
base are reasonably comparable. Staff further concluded,' that there 

\ , 

will be a decline in rate of return of .15 per cent from!i1964 to 
; 

1965 in the Los Altos-Suburban District anel reeommended~t a rate 

of :return of 6.25 per cent be applied to. the staff rate ~ase of 

$$,823,500 for the test year 1965. I 

-7-
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The Commission finds that: 

e 
'I 

, " 
I' 
\ 
I 

\' I' 
" I 

1. california ~'.ratcr Service Company is a public utili1:y, 
I ' 
1 

water corporation under the jurisdiction of this Commiss.ion,. 

operates some 2l separate distri.cts in California~ and furnishes 
I 

I , 
water se:vice to about 13,.000 customers in its Los Altos-~uburban 

I 

" District. 
, 

2. Due primarily to increases in operation and me.ilitcnancc 
I 

expenses .and taxes~' other than inc~ tsxas~ applicant's ~ate of ' 

return of the year 1965 at present rates would be defi'cie~(t, and 
! 

applieant is in need of and entitled to financial relief. : 
I 

3. 'I'b.e 1965 rate of return which would be produced iby the 
i 

rates proposed in the applieation would be excessive. ! 
1 

4. The staff's estimated results of operations for the 
.' 

test year 1965 reasonably reflect applieant f s operations for 'that 
, I ' 

year. Said results of operations are adopted as reasonab~e for 

'the purposes of this decision. I 

5. 
, I 

Applicant: ' s rate of return fo~ this district willl eon-

tinuc to be subject 

A r~te of return of 

i 

to substantial decline in the i~ed:i.a.tk' future. 
'] 

6.5 per cent on the adopted 1965'rate base of 
I 

$5,823,500 would yield a rate of return of approximately6'~2S. per 
I 

cent for the future. Said rate of return is reasonable.' I: , 
!' 

It ;.s concluded that the apl>lication should be granted in 
'" 

I 

part and denied in part and the order which follows· will authorize 
! 

applicant to file new schedules of rates applicable to' its:I.os, l..1tos-
f , 

Suburban District,. which will produce total estimated annual,opera.­
i 

ting revenues during the test year 1965 in said Dis,trict:' o~f 
I 

$1 , 640,000, which will 00 an increase of $148:,500,. or 10 percent, 
\:' " 

I 
I' 
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ei 
I, 

, 
I. 
I ' 

over the revenues which would be produced by the present rates" but 
I, 

$176 7 700 less than the increase sought. 

The increases in rates and charges authorized ,herein are' 
i 

justified 7 and they are reasonable. The' present rates andi',charges, 
• l , ,I 

'I 

insofar as they differ from those herein prescribed·, are for the' 
1 

\ future unjust and unreasonable. !. 

IT IS ORDERED that California Water ScrviceCompany 'is 
J 

i' , 
authorized to file the schedule of rates applicable to its: los, Altos-' 

Suburban District attached hereto as Appendix A, and,upon inot less 
• J: 

than five days' notice to the CoDmlission and to t~ public, to~e 
, , 

such rates effective for service rendered on and after March 16, 196$. ", 
I ' 

COlleurreutlywith the filing authorized herein, applieantjis author-

ized to cancel by appropriate advice letter its presentlyieffeetive 
, I, 

Loyola Zone Schedule No. I..S-l,. General Metered ~rvice) ~d to 
, , 

provide, for serving. customers in that zone under thetos J.!.l tos-

Subuxban Tariff Area Rates.' 
I 
1 

The effective date of this order shall be twenty days after 
i. ' 
J the date hereof. 
\ , 

Dated at __ ..::S:=:m::..=.:l"r.I.n:;.;::;;.;~;;:;.;.;~" __ 7 California ~ this " I (t.~/I. "day' 

of ____ FEB_R_UA_R_Y __ ~ 1965. 



APPENDIX A 

Schedule No. LS-l 

foS Altos-Suburban Tariff" AreA. 

GENERAL METERED SER.VICE 

APPtICA.Bnm 

Applieable t~ all ~eter&d vaters~rviee. 

TERRITORY 

Los Altos 8.Dd v1c:in1ty~ Santa Clsra.County. 

'RATES --
Serviee Charge: 

For 5/S x 3!4-inch meter 
For 5/4-ineh meter 

.......... e' •• __ • 

.. ...... -- ... ' ..... 
For l-ineh meter ........... ' ..... . 
For It-ineh meter •• a ...... ' ••••••• 

For 2-ineh motor .. 0.' ................. . 
For 3-inch meter .. ' .. -- .......... . 
For 4-inch meter ................. 
For 6-inch meter ........ ' ........ . 
For 8-ineh meter ........... ' .' ... --. 
For lO-inch meter ................... 

~tity Re.te: 

For a.ll -..ra.ter delivered,. per 100 cu.ft .. 

e 
I 

I 
I-

'Per Meter, 
Per Mont~, 

I -
r 

, -, I 
R $- 2.:35,)' 

2.50 i 

).50,1 
4':'90 " 
6..;01 

ll.50 
16·.00 
26, .. 00', 
40.00 i 
48' .. 00 : 

" 

, 

\ 
I 

$ 0.30 : 

The Service Cba.rge is a readiness-to-serve 
charge which is applicable to all metered 
service and to .... hich. is to be added the 
monthlyeho.rge computed at the Quant:1.ty Rate .. 

S?EC!A.L CONDITION 

(I) 

,-
(I) _ . 

(I) , 

(X) 

\ 
(X), -

Cus~mers .... ho receive .... a.ter -deliveries tt:'r agricultural PUz'POOEl3, 'UDdor 
this schedule,. and vho present evidence to· the utility tha.t such deliveries, 
q,'\l8.l1fy tor the lover pump tax rates levied. by Santa Clara. County Flood. 
Control and Water Diztriet aDd by Santa Clara ValleyWa.ter,Consorvation 
District tor o.grieult"lll'al va.ter~ sb.a.ll receive a credit ot3 ee:o.t'z per 100 
eub1e foet on ea.ch Y18.te::" 'Om tor the quantitios or wa.ter used iduringthe 
pe1'1od covered by that bill. " ,:" _' ,- , 

- , 
! ' 

, 
\, 

," , 


