
:Cccision No. 68606 

BEFORE Tm PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 
I 

In the ~~~ter of the Applieation 
of CALIFORNIA WA'XER SER'V"ICE COM?ANY, 
a eoxporation, for an order author
izing it ~o i:lcres.se rates cha.rged 
for water serviee in the Stockton 
District. 

Application, No. 46729 
(Filed June" ,,16, 1964) 

McCutchen, Doyle, Brown, Trautman & Enersen by: 
A. Crawford Greene

S 
Jr., for applicant .. 

B~C ¥c¥~t, for tockton & San Joaquin; : cerald~ herwin, for the City of Stockton;' 
\om.!. ter j. McInnis, for the County of San • 
Joaquin; Mai Rosenthal, Willie J. Billingsly, 
Frank M. Nishikiiwa, and Harry C. Mallory,in : 
propria personae, . protestants. .: 

Mrs. Fredi Meyers, in propria persona, interested 
~~. . . I 

w. R. Roche, R. Beardslee, and T. Deal" for the 
coiii1llission stiff. ; 

OPINION 
~-------

I 
I 
I 

Cali~ornia Water Service Company seeks authori~" to· increase 
I 
I . 

its general metered service rates in its Stockton Distric.t by an 
i 

axmual amount of $327,500, 'based on its estimates for the test year 
I 
I 

1965. This would be an over-all increase of 15.1 per eent~ 

Public hearings were held before Exam:Lner Warn~r on 
I 

December 1 and 2, 1964, at Stockton. About 45. c.ustomers iattcndc'd the 
: 

beaxings, and five entered formal appearances in protest) to the 
I 

g:a:lting of the application. One' protestant complained'about the cost 
I 

to applicant of mailing notices of the hearin& to each of itseus,tomers. 
I • 
i 

He felt that the .mailing was unnecessary and a burden; to 'lithe utility. 

Such mailing was made at the direction of the CommiSSion land a local 

newspaper editorially commented in. favor of the Commission·'sre-. 
i 

quirement. Other customers c.omplained of service deficiencies and 

-~-
I 
I 

!: 



e I e 
'A. li6729 - BRI cb '1~ 

, I, 

i 
1 

e.:lcb complaint was inves tigatedby applicant. Tho resulte ·of the 

invcst::!.satio:l!; were :i:lb'Cittcd ClC late-filed· Exhibit:; i:To~. 1112:t lL:. .md 18-
• I ,~ 

together with a report of au investigation of a letter to'!the Com-
. . (. . 

mission, noteo for the record, which complainec1of a low o;,.'ater pressure 
\ 
r . 

condition. 

City of Stockton and County of San Joaquin were (represented 
I' 

by counsel.:tnd en ac:c:ounti:ng c:on::oult~t. Tho latter subtlittcd a 
I 

..... "ri~tcn protest as Exhibit No. 20. His position for the City and the 
'i . 

, I 

County was that applicant might' be entitled to-some relief~~. but "they 
I 

objected to the magnitude sought. He argued, among. other1:b:Lngs, 
l ' 
I 

that applicant's justifiable rate of return would be lower ,if i.ts' 
I· 

cOtCllOn equity ratio were lower and its debt ratio. higher, thus ,lower-
. ' i 

illS capital costs and providing. income tax savings which would be 

passed on to consumers. I 

\ 

A protest: of the Board of Supervisors of San Joaquin County, 
r. 
; ~ 

Resolution No. 64, dated November 24) 1964, was read into the record ' 

by the County counsel. 

The record on Applications Nos. 46301 omc1 4.(5302'0£' appli-
I 

cant to increase its rates for water service in its East Lo~ Angeles 
I , 

and Hermosa-Redondo Districts, respectively, was incorporat~d herein' 
\ 

by refexence to the extent that reference is- made therein to company .. 

'W~de operations and to finances and rate of return. 

Applie31lt furnisbes water service in. 21 districts !fro1'll the, , 
. I ' 

H;;m1lton City-Chico Area in Northern California· to the Easti:tos· Angeles : . . 

, , 

and Hermosa-Redond~ Districts in Southern Ca1iforni"a, - as shown on 
, ~ 

Chart 2A of Exhibit No.2. As of December 31) 1963, investcient in 
, ~ 

ll~ility plant amounted to $87,233,.741, and- there wereZ32,.17i& 

customers and 415 employees.. Applicant's principal office.:t:s, in 

San Jose. 'I',,· " 
I 

In 1963 applicant was furnishing water service- to', an average 

-2-" 
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" , 

of 34,858 metered active service connections in its S:toc:kton Distrl.ct 

in the City of Stockton and adjoining unincorporated' terr:i.~ory of 
, r' 

San Joaquiu County; in addition, 175 private fire protection 8n<i' 
I' 
, 

1 ,778 public fire protection flat rate services were connected;, ap-
, " 

plicant estimated that in the year 1965- there would be ana:verage' 
I ' " 

of 35,348. metered eOmleetions; for the year 1965- appl icant i:es t1ma.t:ed 
I 

there would be an average of 212 private fire protection~:rvices and; 

1,859 public fire protection serVices, .. 
, 
I 

Applican~' s continuing high. rate of capital inves,tment in , 
, \ 

plaut in 'the Stockton Diotrict is alleged to be a principali, factor 

which prompted the filing of the instant application. Bctwken 1959' 
,. ,I ' 

and 1963 utility plant inc:r:eased' by more than 23- per cent: or -by 
, . \' 

$2,127,000. The increase on a per customer basis was from~266, 10 

1959 to $320 in 1963. 

Seven new wells were drilled' and equipped at' a cost of 
, L 

I 
$103,000, and $1,762,000 was expended on mains, meters and sE~rvices' 

I , 
inc1ud:Lng$500,OOO on a 27-inch supply main about four miles in 

I 

length. Prope:ty taxes increased 27 per cent. 'I 
I 
I 

. I 

Effective July 1, 1964, a water extraction cba:r:ge of $2'.75· 
, l 

per ac:r:e foot a.as been levied by S:ockton-Ease San Joaquin: Wktel: 
. r 

Conserva:.ion District. Approximately 70 per cent ofapplic~.nt' swells 

~e located within oe boundaries of the District, and COmm!lSSion 
I, 

,', . I 

I 
staff ex:.zinee::'s es~icat~d that the water extraction cbargefrr the, 

year 1965 ~ouldbe $47,100. 

No. 

), 

I 
Applicant's present rates were authorized by Decisiion 

I 

60443 anCi beeax:.e effective Septcn:Jber l~ 1960'1)' t..pplieanJ pro-
I 

poses to elimi~te ~e zone system of rates applied to the area 
" 

forme:'ly served by ~1ayf~!:r Water Company, wbich le~'~er. COOPQ~Y' 't'7as 
. I 

acquired by applicant pursuant to autborizationgranted by Decision 

No. 58S80, dated August 18., 1959, in Application No.' 4134t ~r No change 
, I 

I 

-~ \ 
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1 

is sought in any of applicant I s tariffs other than those for general' 
i 

metered service. 

The following tabulation compares the' present Sto:ckton' Di~

trict (e::6ept l~""'Yfair Syste%:l. Zone) ;ener~l tJetercc servlce 'rates with 

those proposed in the cpplic=tion and those authorized hereinafter: 
• I 

COMPARISON OF PRESENT PROPOSED AND. 
AUTmm:IZEb GENERAL METEm SERVICE RATES 

Per Meter Per!Month 
Quantity Rates: Present '~oEosea: ! Autnorized' 

First 30,000 c.f., per 100e.f. $0.12' $: 0~135:,' I. $ " 0.1);' 
Over 

Service 

For 
For 
For 
For 
For 
For 
For 
For 
For 
For 

30,000 c.f., per 100 c.f. .09 0.10S< 'i' ., ' 
1 

Cbarge: 

51 s: x 3/4-!neh meter 2.20 2.50: 
3/4-inchmeter 2.40' 2.75,' 

l-incb' meter 2.65··· 3.75, 
l~incbmeter 4~40' , .5-~2·5 
2-inch' meter· 6 .. 50 6 ... 7'5- '. 
3-iuc:h meter, 12.00 12.$0· .' 
4-ineh meter 16·.00' l7~00,' ! . 
6-iuch'meter 24~OO' 28~00:" 

I' 8-incb'meter 32",00: 42.00 i 
10-inch meter 44'~OO 52.00 i' 

. , I 

!he Service Cbarge is a readiness-to .. serve charge" 
which is applicable to all metered service and to'i 
which is· to be added the monthly cb.ax:ge computed'; 'I 

a~ the Quan~ity Rates. 

..10 ' 
'. 

.2.35' , 
2'.50:.', 
3.40".· " 
l:.~80:." , 
G·.GO: 

12·.:25> 
16' 50:,'" ,- " 

.. 2G:00'·,., ... ... 
40' 00' .. 
48.00:' 

I . 

The reco-rd shows that the average tlOnthly water usage' per 

customer in Stockton is estix:lated by CommiSSion staff eng!neersto· be' 
• Ie . , 

approxic3tely 1,900 cubic feet. At the present rates the ~arge for' 
. . I 

, I 

such usage through a 5/S' x 3/4-ineh ::eter would be $4.48. ,At ,the 
i .. 

proposed rates it would be $5.07, au increase of $0.59, or· 13.2 per 
I " \ 

'1' 

cent, and at the rates hereinafter authorized such charge wi;ll be 
\ 

$4.82, an increase of 7.6 per cent. I, 

I 

As of December 31, 1958;, Mayfair v1ater Company wasi furnish-

ing water service to 1,176 customers. The present charge in the 

M~yf3ir Zone is $3.68 for aver~ge usage. 
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Exhibit No. 1 is applicant's report on results of operations 
, , 

of its Stockton Distxict. Exhibi.t No. 17 is a report on applicant f'S 
, 

~esul~s of operations in the Stockton District submitted by a Com

mission staff accountant and Commission. staff eng1neeT:s. 

The following tabulation compaT:es the earnings d8ta in 

said Exhibits: 

COMPARA'rlVE SUMMARY OF EARNINGS 
(Fer EXhibit No. 175 

Year 1965 Esti~~ted 

Item 

operating Revenues 

Operating Expenses 
Depreciation 
Taxes 

Subtotal 

Net Operating Revenues 

Rate Base 

Rate of Return 

$2,164.7 

921.3 
254 .. 0 
543.5 

1,715.5 

445.9' 

8,904 .. 9 

5.0r7. 

(thousands of do ars) , , 

$2,203.> 

890.2 
256.0 
571.8 

I, 113.0 

485.5 

8,980~4 

5.41% 

, 
" 

$2',492.2[: ~2)533.4 
, 

921.3:: 
254.0 1 

711.0\ 
'1,886.3:: 

~I' 

, I 

60S.~9:, 
I 

8,904~9i: 

6-.80% ' 
, ' 

,I 

I,gg6~" 

646:.7 

a,980~4 

7.20% 

!he principal dif:exences between company and staff 

ope:ating revenue estimates of $38,800 at present rates and $41,200 
! 

at proposed rates for the year 1965: 8%e in the expected av~rage sales 

of water to cOtmllercial customers and the estimated: consumption level 

of industrial customers. Staff's estimate o£234 Ccf per commercial

customer 'year for 1965 was derived by G%aphieal Method 1): (modified 

Ee.m) based on the years 1956 to 1963 > which elix:duated' thc',VClri:ltio'iil~ 

due to ra:i.n£al1 and temperature and which indicated' a slight upward. 
I ' 

tl.'end in annual consumption per customer. Applicant's esti~te of 

223 Cef per commercial-customer year for 1964 and 1965 was derived: 
" . 

b:t averaging consumption over the 9-year period of 1955 through '1963), 
I 

and its estimate was exceeded, by .tbe actual consumption in each' of 

-5-
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'the yeaxs from 1960 through 1962.. For the four years 1960' through 
# 

1963, the actual consumption averaged 230 .. 75 Ccf. In i~s es~imate 

of industrial sales, s~aff gave greater weight to reduced usage' by, 

a laxge customer than applicant did and this, together with :o~her 

minor differences including differences in estimates of s.ates to 

public authorities, resulted in applicant r:; csti:l.:;:tcc exceeding ct.3£f'c 

by ~6,SOO ~ :>rc:::ent rate:.; and $lO?900 at propocecl rate:::. \ 
I ' 

'!be only significan~ differences in operation ancl maintenance 
. 1 < • 

expense estima~es for the year 1965 submitted by app11cant:and staff 

are in the estimates of customer accounting, and transmission and 
[ 

\' ' 

dist%ibution maintenance expenses. Staff • s estimate of cus\tomer ac-
. . I . " 

counting expenses was $9,100 less than applicant's;, tbio wsc, due to, 
, J 

differences in judgment relating to allocations and to· rel~..ance' by 
.' , I 

s~aff on late: recorded dat.:l th<m were available 'Co applicant. The 
I, ,. 

difference in estimate of ttansmission and, distribution maintenance 

C),.-pe.nses is principally attributable ~o staff t S allowance for me~cr 

testing expenses 'Which is $15,500 less than applicant' s fo~ the 
I 

year 1965. Staff's estimate was based on the overhauling of 760 
. ! . 

additional me~ers, whereas applicant estimated the overhauling of' 
[ . 

. 1 . . 

2 ,,420 additi~ meters.. Staff t S es.timate W:l.S pred:t.c:l.ted· on~he 
,/", I . 

curxent level of work performed, while ,applicant's es~imate does no~ 
I: 

give weight to actual recorded expenses in 1963,. Staff's estimate: 
'" .' 

of miscellaneous general expenses, which is $:~,OOO·· below app11cant,r s 

estimate, reflects the exclusion of radio- lease' andma.1ntenahce·ex~ 
, ' 

peo.ses since applicant purchased its own. radio, equipment in\ January 
" 

of 1964 ml~ now charges. radio maintenance expense to· Accou~t: 805-2,. 

~..:l.intenance of General ~lan~. 

There is no significan~ difference between the. rate base 

estimates of .applicant and staff .. 

-6-
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Exhibit No. 19 is a report on rate of return submitted by 
I 

i . . 
a staff accountant. It shows applicant's composi'Ce cost:ofcapital 

I 

at October 31, 1964 1 'Co be 6.10 per cent based upon an allowance on 

cotrQon stock equity of 9.25 per centa Said allowance is based: upon 

tile staff' s cons1d~ation that applicant will need' additional funds· 

to finance new construction; that the first need for future external', 
" , 

:inancing will be accomplished by a long-term'debt issue at a ra'Ce 

exceeding the present cost of long-term debt; that applicant· was . 
i 

able to float a bond issue eaxly' in 1964 ata rea:sonable cdst'; and . 
·1 

that applicant's capital structuxe indicates ah1gher common, equity 
I . 

1:3tio (43.981.) than the a.verage for 1:he· prior five years. :S~a£f con-
, . " I: . . . 

eluc1ed til.:t e=i?it~lization and r.:te bace are re.:l6onably cofPar~ble. 

St.:£f furtbc:r cOOlCludcd that thcr~ ~loulc1 be ~ clcclinc in rotc ofrc

tu...-n of .22 per cent nO:l 1964 to 1S65, at l,rccent r.:1tec, lin the Stoek-
, 

i' " 

be applied to the staff rate base of $8.,980,400 for the test year 1965. 
L 

Ibe Commission finds that: 
I 

1. California Water Service Company is a public utility wate't" . 
. . I' 

corporation under the jurisdiction of this Commission~ opet:ates 
i 

some 21 separate districts in california, and furnishes water' service 

to about 35,000 customers in its Stockton District. 

2. Due 'Prim~ily to increases in c:1pital inveo~ntlt operation 
" 

c:nd IJ.:::li.nten.::ltlcc expeusoo, ,and, property taxes, 3pplicant' s '. rate of 

~e~ for the yeax 1965 at present rates would be- deficient, and 

applicant is in need of and entitled to financial relief. I" 
, 

3.. 'Ibe 1965 rate of return which would be produced.bytbe 

rates proposed in the application would' be" excessive~.· 

-7 .. 
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i 
.' I' 

'. I 
I 

,I 

I, 
I 

~, 
\ 

, ,~ 

; 

4. The staff's estimated results of operations fo~ tbetest 
1 

year 1965 reasonably reflect applicant's operations. for ~bat, year'. 

Said results of operations are adopted as re..a.aonable fori"tbe pur-
I 

poses of this decision~ i 
I 

5. Applicant t s. rate of return fox this district will continue, 
I, 

to be subject to substantial decline in the immed:C.ate futUre., A 
, 1 , 

, I 

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

$8,980>400 would yield a ra.te of retuxn of approximately 6.2> per cent 

fox the future. Said rate of xeturn is xeasonable. 
i 

I, 

It is concluded that the application should be grante~ in 

pa%t and denied in part, and the order which follows will: authorize' 
1 

I 

applicant to file new schedules of rates applicable to- its Stockton 
, I 

District which will produce total. est:Lmated, axmual operat:i.ng reve-
i 

nues duxing the test year 1965 in said District of $2)li.Oli.,;,SOO. 
. i 

This will be an increase of $201:JOOO ~ or 9.1 per cent, ova%' tb£l. 
i .' , 

revenues which would, be produced by the present" rates) but, $128.~900 

less than the increase sought .. 
I, 

I 
1 

The increases in'rates and charges authorized berefn are 
, ,! ' 

justified, and they are reasonable. The present xates andc:harges" 
l' " 

,I 

insofar as they differ from those herein prescribed"are/,for the 
I 

future unjust and unreasonable. 

, I, 

" I 
1 

IT IS ORDERED that California Water Service Co~pany is' 
[ 

authorized to file the schedule of rates applicable to its.- Stockton 
[ 

District a.ttached hereto as Appendix A, and upon not' less:\ than five 
L 
I, 

Cays' not:ice to the Commission and to the public, to' make i such rates 

-8-
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i 
I 

I. 
I ' ,. 

effective for service l!endered on a!l.d after M.:ll:cb. 16. 196$~, ./ 
I 

Concurxently with the filing aut:borized herein 7 applicanc is. 3uthor-
i 

ized to cancel by appropriate advice letter its presently effeceive 

Mayfai% Zone ~edules No. S'rM-1),'General Metexed Service, :No,_ STM-4, 
I 

Private Fire Protection Service and No. S'IM-5, Public Fire!Pro.tection 

Service, zn'~ to provide for ~cxvlnz: cu~tOocr:; in..ttbct zone' :under:the 
.' .... , 

Stockton '.tariffAxetJ rates. 

'tbo effective dote of ,thin,order shall be twenty' days' 

after the date hereof. I. .. 

Dated a.t San FrancisCO , California, 1:hls' If -//f ", 

day of' ___ .a..EEIIoWI8~R,.Io;,UA:;;;.:.R.:..oY __ , 1965. 
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APPENDIX A 

Schedule No. S1'-l 

Stockton Tariff Area 

GENERAL METERED SERVICE 

APPLICABILITY 

Appl1cable to all metered water service. 

TERRITORY 

Stockton and v1e1n1ty, San Joaq,uin County .. 

-; 
I 

I 

! ' 
'. I,' 

I 
i: 

: 
I 
I 
I' , 

, I, 

I 

J 
Per Meter 

I' 
Per Month" 

Service Charge: 

For S/8 x 3/4-inchmoter ....................... . 
For :3/4-inch meter ....... ' •• o. ..... ' .......... . 

For l-inch meter ................... '. o.'o. ...... . 

For l~inCh meter ..................... . 
For 2-inch meter •• e· ••••• " ............ . 

For 3-ineh meter ••••••••••••••••••••• 
For 
For 
For 
For 

4~~ch meter •••• ..................... 
6-inch :zneter 
S-inch xneter 

10-inch llleter 

....................... 

.....•.•...•..•.•..•• 

...................... 

Quantity Rates: 

For the f'1rst :;0,000 eu.f"t.,,. per 100 ·eu.ft. ••• 
For all OV'~ :30,.000 cu..ft.., per 100· cu.!t •••• 

The Service Charge i~ a read1ness-to-serve 
cllarge appliCAble to all metered service 
and. to 'Which is to be added: tho monthly 
charge computed. a.t the Quantity Rates. 

','I 
I 

$ 2:.3:$ 
2'.50 
3..40 
4.80 
6.60' 

12.25 
16 .. 50· 
26.00 ' 
40.00' 
48~pO' 

I, 
, : 

$ O~JJ. 
~10 
! 

j 

" 

1 

I 

(1') . 

(I). 

(I) 


