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Decision No. 69361· 

BEFORE !BE PUBLIC UTILITIES CO~ION' OF 'TBESTATE . OF' CALIFORNIA 

In the Matter of the Application of ) 
CAI..IFORl.WA. WAIER SERVICE COMPANY ~ a ) 
corporation,' for an order author1z- .. ) 
ing it to increase rates charged for ). 
water service in . the King, Ci.ty dis~ ) .. 
trict. ) 

.1., ,. 

Application No. 47065 
Filed. October 26., ·1964 

McCutchen> Doyle> Brown, 'Tr.:luaaan & 
Enersen. by A. Crawford Greene, Jr., 
for applicant. 

Gordon R. Daley, for tha City of :<ing,. 
~terested party. 

W. R. Roche .o.nd, R. W. Beardslee, for 
the COmis~ion staft.: . 

O~.INION ---------
California WaterScrvice Company seeks authority to 

increase its general metered· service rates ixi its KiDS Citydistr:tet 

by an annual amount of $36,400 based on its estimates fo~ the test 
. . . . 

year 1966~ 'Ibis would be an overall increase of 64:~4percent. 

Public haar..ng was held before Examiner W~er on 

April S> 1965·» at King City. About six customers attended the he.:lr

inS, but entered no formal appearanc~. By its. Resoluti.on No. 890,

dated March 17, 1965 (Zxhibit No.1),. andtbrough. its attorney~thc' 

City of King protested as unw~anted,..unjusti£:tcd,. or unreasonable 

this application for an i%:.crea.se in rates. for water service 'in the 

City. One customer complained about service. 

Certcl.n portions of the record on Applications Nos. 46301> 

46302,. 46728 and 46729 of applicant to increase its' rates- for water 
, . 

service in its East Los .Allgeles>'HC:rt:1osa-Redondo, Los Altos:-Suburb::m 

and Stock1:on districts> respectively.,; relating particularly to,the 

methods used by' a.pplicant and' the' Commission staff eng:l.rieer. to ' 
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cstim.'ltc opcratinZ rcvcnuc:c.~ 't1~c incorporatcdhcrcmby rcfe=encc; 

cl.so~ the record on applicant's general,operations;·also~ the testi

mony and evidence of the ColIllllission's f:tnanc:talwitncsS in Exh:Lbit 

No. S in Application No. 47064 of applicant to. increase. ratesf?r . 

water service in its Sel'Ca distriet~ said. exhibit being Witness", 

report on cost of money and rate' of return. 

As of December 31~ 1964~ investment in applicant':s. 

utility plant in its 21 distrlcts~ from' the RamiltoD. C~~Chicoarea 
in northern California to the East 'Los Angeles and Hermosa-Redondo 

districts iu southern California.> amomltedto$92~764>64~;; .. and there 

were 235,317 customers and 412 employees." App1icaYl.t's:,prineil?cl 
~~ " 

o££ice is in San Jose. 

In 1964> in:lts I<1ng C:lty d:lstrict~ applieantwas'furnish

:Lng water servieeto' an average of 946 ·eoxr:mercia.l ~oneitl.dustri31, 
, . 

3Ild 14 public authority xtetered activcservice C01lllC.CtiOllS., .and· to' 

one private fire protection and 81' public, fire protection, . flat rate 

active service eormeetions for a total of 1 >043-· active services. kIJ. 
, ' 

increase of 26 COI::XIl.e%'cial metered and two public ,fire protection 

sexVl.c:es was estimated for the period .between th~ years 1964 and 1966 

for a total of 1~071 average active services througb:1966. 

Applicant acquired its King' City district from. Pacific . , 

G.2.s and Electric: Company in 1962 and at thatt1'me' was aware ,that the. 
, . ' 

rate of :return in said district was low ~ . but considered ,:ltadv1.sable ',' 

to operate the system for at least a full ealendar 'Ye:J:r ,before seek- , 

ing rate relief. 'While the nomber. of customers' bad increased' by 

about 23 percent between 1952 and ,1963'> plant,1ncreaScdby'over
h

'74 

percent from $247 ~OOO to $430~OOO~ or fr~m $321, ~eUsto~~'~o. $455 

pcreustomer. ' 
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The following tabulation compares the present l<ingCi~ 

district general metered service rates with those proposed ill,toe 

appliention and with such rates authorized hereinafter: 

~arison of Present! Pr~osed and 
Au~rized General Me~eredrvice &ates . 

:----------------~------~:--------~Pr-e~r~Me~te~r~P~e~r.~.~U~o~~~t~h----------· 
----~~~~~~~~~-------. : Present : 

: :Mi.iiEium:water Incl ' d: Service CbJ:rga : 
: ___ .....:!I~t:!:em::::.. _________ .:.: ~Cb~ar::!:.lg~e~:~(~l~O~O:..· ~cu~. fz.:t::.:.~)~::..:Pr:.::.::O:J::p::::o.:::.8~aa=:A;.;;j,;;,;i't'ECrlt=.=.;c:.;;r_:-__ z ... c_d: 

Meter Size Charges: 

For SIS x 3/4-inchmeter $ 1.65 
For 3/4-inCh meter 2.00 
Forl-inchmeter 2 .. 50 
For l~-1nch meter 3.50 
For 2-inehmeter S.OO 
For 3-!nch meter 10.00 
For 4-inch.meter 25~OO 
For 6-ineh.meter 50.00 
For a-inch meter 75.00 
For l(}-inch meter 

Quantity ~tes: 
Present 

First SOO eu.ft., 
per 100et.:l.ft.. ••••••• _* 

1~ex1: 2 ,.500c:u • ft. " 
per 100cu.ft. ••••••• .20** 

Over. 3,.000 cu.ft., 
per 100' cu.ft. • •••••• .09** 

5 
6 
9 

14 
21 
67 

233 
511 
789,' 

$ 2.05: 
. 2.25-' 
3.10 
4.30 
5 .. 50, " 

10'.00'. 
14.0()'.· 

. 23.00 
34.00. " 
43':'00>' 

Proposed: 

.. 22 

.22 

.22 

* Included in minimum char6c. 

Authoriz'ed . 

.19 . 

"/('k As noted in the upper portion of this table~ 
the present qUaDtity rates are not: app'licable. to: 
meters. larger than 5/S x 3/4-inch unless larger 
quantities are used. 

At the present meter rates ~ the monthly charge for, 2, 000' . 

cubic feet of water usage would, be $4.65; at ~he propos~ed. r~tes~ it: 

would be $6.45, an increase of S1.80, or 38 .. 7 :>ercene,;. 4Dd'ae, the 

r.a.tes hereinafter authorized, such chargewoalobe $5.65, an;(nerease 

of $l.oo or 21.5 percent. 

Exhibit No. 2 is applic:mt:' s re?Ort on results of :opera- '. 

tions of its King City district', aDd Exhibit No. 4: i~ a report 0'0 

applicant's results of operations in the lCi:ng Ci t:y' disetict s·ubmi tted .. ' 
. . , . ". ~ . 

by a COllllllission staff accountant alld Commission staff engineers..; .... ,. . , 

-3-

. . )' 
'. , 



A,,;47065 m, * 

!be following tabulation compares the earnings cIatain 's.:iid c:dlibits 

as shown in Exhibit No.4: 

· · · · · · Item 

Operating Revenues 

Operating Expenses 
Depreciation 
Taxes 

Subtotal 

SUMMARY, OF EARNINGS 
(p~ EXbibit No. 4) 

~aar I;~~ ~st±matea · · · Present Rates : Pro:2,2sed · · Co!!2an:i:: Staft : ComiY : · (TEousands of~ars) 

$ 56.5 $ 60.3 $ 92 .. 9 

42.5- 36.1 42.5 
9.7- 9.7 9.7 
0.8 6.3:\ 19.4 

53.0 52.1 71.6 

Net Operating Revenues 3.5 8 .. 2 21 .. 3 

Rate Base' 326.1 326.2 326.1' 

:Rate of Return 1.0n. 2.51% 6.537. 

· · Ritcs : 
StatE · -

~'99'~2 

36.1 
9.7. 

26;2 rZ:6 
27,~2,,' 

326~i·., 
, , 

8 .. 34% 

Q. 

'!he major difference in operating revenue estimates between 

those of applicant and those of the staff results from differences in 

the estitcates of average sales of water to- com.ercial customers. ',The 

staff r S estitcates of 285 and 288 Ccf pc: customer-year for the 

estimated years 1965 and 1966, respectively> were derived by a' graph- , 

ical method which elimiuated the variations due to· rainfall .::md 

temperature and resulted in ,. a sl~t upward trend ,in axmual consump

tion per customer. The company's estimate of 261 CCf per. customer": 

year for both years was derived by' averaging consumption over the 

nine-year period 1955 through 1963.. This estimate was exeeeeed by 

the actual consumption in each of the last. six years .. 
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The principal differences in estirmltes of opcr.:1:~1Dg, 

C>.."Penscs for the test yezr 1966 between those, submittc<.fby:applieant 

and the staff are as follow~: 

1. The staff's estimates of purchased powerexceedappl.icantrs 
, , " .. .-

by $500 due to- higher consumption levels developed by'the staff' and 

reflected in higher estimated operating revenues. 

2.. The staff excluded fluoridation expenses of $2)400~ wbich" 
. , 

applicant, bad included:t becau§e fluoridation has been discontinued. ~ 

3. The staff- did 'not include: an allowance 'for ~tteet"improve--' 

memts) which had been included by applicant in the aItount of $70~ > " 

because there was DO firm indication tba1:, applicant would::i.ncur -:m.y 

of such expenses of a substand.al amount in ,the'near future. ,,' 

4. Tbestaff did not include an allowance for additional meter 

testing over and above the present meter' testing 'program,: '- whereas 
, ' , 

applicant included $700. -Staff's estimates includ~dthe ".' ~se ,of 

overhauling sufficient meters consistent withapplicantrs pr~sent 

program. 

So. The staff's estimate of transmission and' distribution 

maintenance expenses included $3~922 incurred' during 1963 for the 

pDinting of an elevated tank spread over a five-year period!> . whereas 
.' ' , 

applie.snt included this expense in establishing a trend, of expenses; 

for this account. 

6. The staff amortized the est:lmated \cost of th.:ts'pr~eed1ng 

over a four-year period~ whereas applicant utilized-a' larger amount' . 

over a three-year period. 

," ' 

7. The staff averaged the expense of outside servi.ces employed ," 

based on the last three years recorded~' wbereaS applicant' ttClld?d, it$ 

estim.'ltc. 

'!here is no significant differe1lce bctwecntb.e rate bases 

est:l.mtlted by applicant and· the staff. 
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A staff accOUIlt.ilnt:, in Exhibit No. 5 of Appl;Leatiou' 

No. 47064 (supra), reeotcmendcd an average rate of retu..-n of 6.23. per

cent on total eompeny operations, and Table 11~Aof Exhibit No-. 4' 

shows an estimated decline of rate of' retur:.l of .03 percent' from 

1965 t:o lS66 in Kiog" C:tty district. , 
, ' 

!be Co~s1on finds that: 

1. Applicant's rate of ;TCturn mits King City districtfo:: ' 

the test yeor 1966 at present rates woUld be deficient:, andappli

cznt is in need of and entitled to financial relief. 

2. The 1966 rate of return which: would be produced by the 

rates proposed in the application would" beexeessive. 

3. The staff1 s estimated results of operations for the test 

year 1966, which are based on methods eonsistent with method's wb:i.ch , 

have been adopted in applicant:' s last: four rate proceedings, viz: 

Applications, Nos. 46301, 46302 46728a.nd 4S729'(supr.i)~, r~onablY 

reflect applicant: 's operations for that yci:r. ' Scdd results of 
• • I, 

operations are adopted as reasonable for the pur'p(>ses : of this dee1-' 

sion. ," 
' .. 

4. Applicant's rate of return in, the King City district will 

continue to be subject to a decline in the future. Ar~te' of return 

of 6.5 percent on the <ldopted 1966 rata base o£,$326;200 :Ls~, 

reasonable. 

It i.s concluded that the application should, 1:>e .. granted: in 

part axld denied in part and the order ,wbich follows willauthorlzc ' 

applicant to file new schedUles of rates applicable to :tts.~gC!e-.! 

district, which will produce total estimated 3nntial operatitlg reve

nues during the test year 1966, in said' district. of, $86,800~;:whl:ch: . 

will be an increase of $26,500, or 43.9 pereent,over,: the :::,e~enues . 

which would be produced by theprcsent"rates:~ but:'$l2';,4CO 'less. ~ ',' 
,'" '.' 

the increase sought~ 
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The increases in rates and charges author1ied', herein are. 

jllstified':J and they .are reasonable. The present rates and, charges~ 

insofar as they differ from those herein preser:tbed ~ 'are for • the ' , 

future unjust and unreasonable. 

Exhibit No. 3 is a report on an invest1gat1ott. of', the' com

plaint of WUliam 3. Clark relative to the water service at his' 

place of business and the King City airport. Said exhibit, sh~' 

that service meeting, the requ.!re=onts of General Order No~, lO~":[s 

beiugfurni.shed and that the condition of the customers ~ piping.:ts 

such that an increase in pressure might cause damage. We conclude 
" 

that no. ComDission directive is necessary at this .time. 

" 

IT IS ORDERED that California. Water' Service' Company is 

authorized to file the schedules of rates applicable to its. King..City 
" ' . . 

district attached bereto as Appendix A~ and upon not less ~'five .. 
, 

days' notice, to the Commissionacd to the public:J to make such rates 

effective for service rendered on and~afterAugust 1~196S.' 

The effective date of this order sbal.1 be %liDo-teen deys /. 

after the date~ereof. . z/; 
Dated at ___ ...aS~al.l.:.n~Fran~WJdseo ___ ~ cal:tfornia~ this 1- day 

of _____ .... JUw..;f .... Y __ ;, 1965. 
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APPENDJX,A. 
Pagel. or 4 

~.' , ' 

Sehed.ule No. KC-1 

King Citv Te.rif~ ArM 

APPLICABILITY 

Appl1eablo 'to all metered. 'Water service. 

TERRl'l'ORY 

K1Dg Cit;, ane' -ne1lnty ~ Monterey Counti. 

RATES -
Service Charge: 

PerMetel;<~ . . 
. Per-·.Month .... 

For 5/8 x 3!4-ineh meter 
For 3/4-1neh meter 

....•...•..••.•••• -....... ~ .... -... . 
For l-ineh meter .... -..•.......... 
For 1t-1neh ~~ ...•..••.......... 
For 2-1II.eh meter .. ' .................. . 
For ~1neh meter 
For 4.-1neh ::c.eter ...... , ........... > ....... .. 

.. --.. -.-.-.~-.~.-
.: For· 6--1n.eh 'm~' ........................... . 
. For 8-1neh ·met.e:r ................... _ ..... .. 
, Fo:- J.O...1l:leh meter ........................ ~.,:.. 

Q.uautity Rates: 

$1.8$" . 
2.05· 
2.80 
3.96 . 
5.00'", . 
9.00 

lJ. .. OO ;. 
21.00 ' 
:31.00: . 
IJj.OO': 

For aJ.l ws.:t.er delivered." per "100 cu.tt. 
).!'~ '" (. 

••• 't 0.1<) 

The Service Charge is a readiness-"t¢- , 
serve ehe.rge applicable to all metered . 
service aJ:ld to 'Wbich is to- be- added: the' . 
monthly ~ computed at the Q'\l8.ntity' 
Rate.' . 

'. ! 

(c) 

. .... (C}.· 
. '. ell) 

(C) 

(C). 

. . 
" 

"d., 

~ ... 1< .... 
':\ 
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Schedule No. KC-4 

Xi.t"lg City Tariff Area. 

PRIVAn ~ PROTECTION SFlWICE 

APPLICABILrrY 

Appl1cable 1;0 all 'W.ter service f'urn1shed topri'V'&tely·owed fire (T) .... 
protection systems. . ('1') 

. ~-'. ¥ 

TERRITORY 

King City and vieinity~ Mon~ County. 

Per' Mor-th' . 
. 

For ea.cb. l';-inch co~eetion ................. ~ ..... . $ 2·..25~-·.· 
3.00, .. 
4.50 
6.00 
9-.00 

(N). 

[~l 
For each 2-ineh eo~ection •••• _ ............... . 
For each 3-in~:eo~eetio~ .................... . 
For each 4-incheorm&etion •••••• _ ........... .:.: ...... . 
For e.a.eh. 6-ineh eo:oneetion: ....... _ ...... _ .. _~ ... ., •. '. 
For each 8-ineh c6l:me~ion· .............................. '.~ ... 
For each 10-ineheomeetion ........................... .;.. 

SPF.:CIAt CONDITIONS 

12.~OO'· 
'15.00; .' 

1. The !ireproteet.ion :service¢o~~ct1on 'Will be 1nsWled by 'the .. 
utility at the cost of the applicant ... Such' cost sball notbe' subjeCt to-
refand. . 

I' 
(:r) 
(R} 

2. Ir a distribution ::oain or a.deq'U8.te size" to. serves; private. :f'1re: 
protee:tion system in addition to all other normalsernee ·does not exist in 
the s~t or alley adjacent to the prem1.ses. to be served,: t.b.ena serv1ee .' 
main from the' nearest exist1Dgmtl1n of adoq:ua't.e eapae~:ty-v1llbe.inaUll.l~ 
by the utUityat- the eost of the applicant. Such cost-sl:lallnot be subj'~et 
~~~. . 

3. Service heretUld.e1f is- tor priva.te !ire protectionsys'temzto- 'Whieh:lo 
co:zmoetions for ot.her 'than fi...-e proteetion purposes. a.r$wO\Jed and. 'Wbi<lh: are . 
regularly inspected by the ~~t0r$ haviDg j'Url:sd1ct1on". are :tncttW.ed ' 
aecordixlg to specifications o~ the ut.ility~ a:xl·azoe- :=a.intaiued. to· the . 
satisfa.ction o~ the utmty. The ut1litymayinstall the standard. detector 
type meter approved. by the Board. or Fire Ullderwriters for protection S.S~t 
theft ~ leakage or 'W'a.ste- o"t .... rater. . . '. 

( Continued) 
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APPENDIX A 
Page > of" 4 . 

Sehedule No. KC-4 

King 'City Tariff Area 

. PRIVATE ~ PROTECTION SERVICE 

SPECIAL CONDI'I'ICNS - (Contd.) 

, ' 

4. For wa;ter del1veredtor other tbaxl. "i'1re proteet.!.onpw:"po~es~ , 
. ebarges v.Ul 'be made therefor 1XOder Sehed.uleNo. Kc...l1' General ,;Metered 

Service. 

: .... , I ,* 

5. '.the utilit:r w1l1' supply onl3'3Ueh vater at 3Ueh :p~~m-eo., as :MY' 
be available !rom. time to- t:1:ne ass. re~t·· of its nor=a.l operat1onof, the 
3y:Jtem.. ' 

.~' ' .. '-. 

~ .' 
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AP?LICABII.ITY 

APFENDIX.A 

Page " or " 

Schedule No~ Ke-lO 

King City Tariff· Area 

~ ! ' ' '. 
Applicable to. wat:er service t"urmshed. tor domestic use a:t. .the . .. { C) 

place orre~idence or :employee. .. (C)' 

TER.~rrCRY .. 
~ City and viC1.n1tY'7 Monterey County .. , 

, 

The rued rate or ,rates appl1ca'ble to 'the type .or ~erv1C1!)., iu 'the 
territory vhe~ service is suppl1ed7 less. 2S%d.1seo'llnt.. 

'. 

., 

.. , 

.~ . ~ 

., 

.. ... 


