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j)ecisionNo .. 69601 

3E:FCaE T"-l...E ?U .. 3LIC urIUTIEZ ~l"l-U~SION OF 'n:E STA'!E OF CALIF\~ll'f:U. 

Application <~) :3R.l~"'Ij.'·jG y;A'IER ) 
':O~J?.ANY undEi~.SeC1:::'on 454 of ) 
the Pu~lic Utilities Code for ) 
authority to increase its 
public utility water rates .. 

Application No. 47299 
(Filed Jantlary 28, lS65). 

:<napp, Gill, l~bbert :.cS1!evens, by 
1iiyman C.. 1{ru1"2£, and vT. L.. t.rnold, 
for appl£c.::tnt. 

Chester 0 .. l~ewman and. E.. C.. Crawford, 
for the Commission star-£... ... . 

o ? I N' I~ 1'1 .... -- ..... _ .............. 
3anning 1i7acer Company see'k$ auc:hority to increase its 

rates for water service in and in the vicin~ty of 3anning Or a 

gross ann~l amount of $66,,682, or 21.5 per cent, based on its 

estimate of operations for the ye~:1: 1965,. Authority is also 
, , 

sou81'lt to change from a bloc~-'cype and monthly ... ~ixrnJm-ch.arge 

general metered service rate schedule to a sing1e-quantity-rate 

and monthly-service-cl1arge general ,metered service rate schedule • 
. ) ..... 

Public hearings were held. ~efore Examiner ~arner on 

July 14 and 15, lS65, at 3anning. ThIee 1eeters protesting the 

applicJltion were read into and received for the record¥some .70 

customers attended ~he h~rin8s and 13 of them stated their oppozi­

tion . ~o the proposce :f.:lcrac~; and two petitions conte:bung 

cpproximatcly 700 s1gnatu:es protesting tbe application h3VC been 

filce. Protests scncrally were that ~y cust~rs are 

};/ Several letters of protest reeeivedsu'bsequene to the hearings 
have been acknowledged. . 

" 
., 
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retired, with limited and moeast incomes, anc :be eeonc.Qic impact 

of tbe proposee increase would be a burecn on tben; :l8:l.Y cu:;tome'rS 

't-7ould have to restrict or even abandon lawn and garden't-78tering, 
"',', 

thus reducing the natural ~auty of the eity; end 1ndustr:tcs' 
" ..... 

usage of wator c:!.ght be, c::n-ta:tlcd and new business t:d.g!lt no: be 
"" .. ' 

attrac~ed to 3anning be~use of alleged bigh watcrrates. 

Applicant averre~ tr.at a rate increase is requfrcd to 

provide it with a fair rate of return and that its recorded 

results· of operations for the years 1961, 1962,. 1963, and 1964 

hadnot'produced D fair rate of return. 

As of December 31, 1964, water service was betag fur­

nished to ~, 932 metered customers" and. 250 fire hydrants were 

connected to applicant's system. A Commission staff engineer 
I 
.\ 

estimated there would be 3,489 S;S x 3/4-inch, 237- 3/4-inch, 

127 1-inch, 34 ~-inch, 42 2-inch, 13 3-ineh, 2 4-i'.O.ch, 

and 1 6-inch ~t~rad eustocers, for 8 tot~l of 3,945 ~tered 

customers on the average during the year 1965. :eetween 

January 1,1960, an~, December 31, 1964, net additions to total ., ..... ... 
utility plane amoun~cC1.:·-,t¢: $436,334 .. 41 • 

. : . ,,'. ~: 

'!L~e following tabulation compares app lieant f s present 

rates, which became effective June 20, 1961, with the single­

quantity-rate and monthly-service-charge general metered service 

rate proposed in the application; with an alternate block-type 

and monthly-minimuM-charge rate.schedule' proposal; and with the 
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general metered service ra1:es au~horized hereinafter: 

CCi<i?JI...USON OF ?~NT1 CRIOIN~ 1~1D 
.h.I:1ZR.AJA'ru PrlOfl05.8D 1 A.o\"J !i.UTFf(;rlIU]) ~Tlt!) 

: Per "·~eter Per i-ionth : 
:.Present : Prol?2;ied : Auta.orized.: 
: : (A), : (B): : 

: Item : :Original,:'Alt.err.Ate : . : 

Quantity Rates: 

First 700 cu. ft., or less 
Next:. 1,~OO cu .. ft., per 100 cu. ft. 
Next. ~,OOO cu': ft., per 100 cu. ft;. . 
Next'; 5,000 eu.. !t ..... ·per 100 cu .. · ft .. 
Next., 10,000' cU;' :Ct., per 100 cu.' ft.. 
Over· 20,000 cu. !t., per 100 cu .. ' ft. 

~~"Charge:.' 

For: 5/Sx ''J/4-frJ.eh meter 
For ~/~ineh meter 
For :::> l-incb. ~ter' 
For' 'l~il:leh meter 
For 2-ineh meter 
For r:i.neh moter 
For'" 4-inchmeter 
:'Qr 6-ineh :neter 
For 8-ineb. meter 

;,; 2.25 
.27 
.22" 
.20 
.15 
.10 

2.25 
3.50 
5.00 
7.50 

10.00 
15.00 
25.00 
50.00: ' 
75.00 . 

~' 2.75.' 
.32 . 
• 26· 
,.24'· ,I 

.20 ,I 

.1; 

2.75-
4 .. 00' 
6.CO· 
9.00 

12.00 
20.00 
.3.5.00. ' 
60~oo 

100.00 

The Minimllm Chargo· will entitle ·the eustocerto the 
quantity of wa.ter whicll that ::liT'li!l'lU:ll charge will 
purcha.3e at the ~'U.ll'ltity Ratez. 

Quantity Rate: 
For all wa.ter' cielive=ed );ler 100 cu.-!t. 

SeMceChArge: 

For ,5Ie:~ .3/4-ineh. meter 
For, , ~/J.v-~eJ:l meter 
For . l-ineh meter, '. 
For~ l~iIleb. meter 
For 2-inel:nncter. 
For:' .3-inehmeter 
For: 4-ineb. meter' 
For 6-ineb. . .cet¢r 
For 8-inchmeter 

S 0.21. 

.:.; 2.00 
2.7; . 
3.$0 
4.50' . 
8;.00 

l7.oo·, . 
.30.00 
60 .. 00 

100.00' 

The Serviee Charge is' a. re3.di."lcss-to--$orve eharge 1:.0 
which ~ to be 'added the monthly charge eoc.pu.ted at 
the Quantity R;,.te. 

Note: (A) Per application.az tiled. 
(:S)Pcr Exhibit No.5. 

~:Ii 0.20 

2.00· 
·2.75 
3~50 . 
4.;0' 
6~OO .' 
9.00. 

l4.00 
21.00' , 
25.00' 
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App11c~nt proposes to increase its present rate for 

11cited~easured irrigation service from 90 cents per service 

connection for each miner's inch clay to $1.20 per mid, and the 

t:d.n1mum charge for eacb irrigation delivery fxom. $4.50 per serv1ce 

connection to $6.00. 

!be record shows that the average U~ per customer is 

27,311 cubic feet per year, or 2,276 cubic feet per month. ,Plot tbe 

present, rates, for usage of 2,200 cubic feet per rJ.ontb,_ the, charge, 

for a customer with a 5/S x 3/4-inch ~ter would be $6.20 per 

month. Under the single ... quantity-rate ane :lontbly--se%V:t.ec~ch.argc­

rate schedule proposed in the applic~tion, such charge would be 

$6.62 per :lontb; under the alte~te proposed block-type rate 

sched.ule, such cbarge would be $7 .43; end under the authorized 

rates, such cbarge will be $6.40; an increase of 3.2'per cent. 

Exhibit No.3 is a report on applicant's operations for 

the years 1963- ane '1964 at present r.;'ltes and for the test' ye.: 

1965 at present and proposed rates, subcitted by app11c~nt's 

accounting witness. Coccission staff accounting -and engineering 

witIlesses subtlittee 3 report, ExbibitNo. 7, on applic.3nt~3 ' . , 

results of opcra'C1ons for tbe estimated year 1965 .;'It-.present and 

proposed ratcs. The follOwing tabulation comp3res tbe' 

-4-
, 
", 

, , ~;., 

, , 
r-
" .. 
I,' .. 

Ii.; 
,'" 
~."~I 
,",. 

,', 

., " 



e 
" A~' 472S9 - SVi I Cs * ./' 

.' 

&', 
W'· 

earnings data for t~e year 1965, cstiootcd, contained in said 

exhi~its: 

,,' 

:---------------------------:--------~y~e~3-r-~~~~6S~~E~s~t~i~ma~ee~d~---------: 

:---h-e-s-en--e;';;;::~tes : Proeosed !Uites . . -.. • . 
: ~er Co. : ier ?~: ~er ~.: Per 2U~ : 

: ________ ~I~tem~ __________ .~:~E=~:h~._3~·~:_=EXh~.~7~:~E~Xh~.~3_·_·~:~E_Xh~ .. _7 __ : 

$309,923: $304,l3O $376,611) $368,990 Oper ating R.evenues' 

Operating Expenses 
Depreciation 
l'axes 

155,351 
40,,230 
49: 204 

151,~lO 
38,620 
47t~70 

155.,351' 
40,230 
83',118: . 

151 31:>~)· 33: 620:,,:" 
SOz 950" 

Sub-total 278,699 
.' 

Net ~evenue 

Rate :3ase 

244,785 

65,.143. 

237,900 

66,230 ~7 ':"'11' '" ,.;1 

270,380 

98~110 

1,41:l,83$. 1,419,..130 .l,410,885, 1,LJo19,l3O 

&ate of Return 4.6% 4 .. 7% 6.91. 6.97. 

,~ ,. There is no significant difference be'cween any' of the 
, .. 

.... estimated rate of ret"Jrn components submitted by applicant .. and 

the staff, and neitner applicant nor staff seriously contested the 

other's·estimates. 

!he staff accountant recommended a rate of return of 

6.35 per cent applicable to the staff rate 03se of $l~.419~ 130 

,for the test year 1965, and teseif1cG that such tJ rate of 

return would produce a retm.--n on common sc:oc~ equity of 6 .. 0 per 
. . 

; cent. ?rineipal factors which he considered in his recommencfution 

were that applicant's propOsed monthly service charge would lessen 

stocl<holder risk~ future capital needs ~~. expected to· be modest 
',., 

and could ';)e secured ~y issuance of long-term debt at an interest· 

rate not exceeding 6 per cent; applicant's' high equity, law· deot' 
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capitalization requires more revenue foecause of taxes based on 

income) to service capital tmder those conditions; 'and 1t1terest 

earncc on applicant's.larse ~posits of cash, in excess of norcDl 

'Wor1dne c.:lsh needs or sinldng fund rcquirCl:1Cnts,'Wh1ch are largely 

c!eposited in sBV1ngs ~nd lOCJnDssociation accounts, drawing inter­

est .a~ ~ - 5% does not enter net utility operating incot:1C. 

Applicant's president testified mth respect to Table 

No.6 of Exhibit No. 3, Proposed Additions to 'Utility Plant Year 

1965, that plans for obtainin~ a lo.:m of :?1.65,OOO to finance the . 
I. 

total of $162,519 of additions shown in said exhibit 'We,re depend-

ent on the outcome of the instant application .and that prel-i,m·i..'M.xy 

discussions with applicant's lending instieution revealed that 

such a loan 'Would not be available while applicant's. earnings 

remained at their present level. 3ecause a decision herein could 

not be issued until the third quarter of lS65 at the earliest, he 

could not estimate to what extent the proposed additions would be 

made in, lS65. Tile Commission staff enr;ineer included estimated 

additions of' approxi'CIlately $37 7 COO for th~ replacement'i of distri­

bution mains (out of a total of $92,700 proposed by applicant in 

Exhibit No.3) in his estimate of rate base for said year, as shown 
,"'," . . ' 

in/Exhibit No. ':7, supra. 'He testified that he considered the 
.. ,> • 

amo~t of $37,000 to be reasonable for the year 1965·, 

The record sh~]s that the City of 3anning filed a 

con6~ation s1.l1t in Sep~. 1963, ;0 4cqaire 
'. ' '. ( 

~pplicantrs wa~~r system and that a preli~rily discussed price 

was a~ut $27 500)000, bu~ that negot~ations are continuing. 
, , I • 
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No informal complaints concerning applicant's W3tcr 

scrvi.cc or syotel:l. pressures have been filed 't-l1th the COt:Il:lissio:l 
.:.:..,." 

during the last three anc! one-half ycarc;'~ and.':cpplicent J swater 

~ua11ty is satisfactory. 

'!'he staff enginee~ recommended t~' any increases in 

rates authorized herein be spread more equitably between customers 

having different sizes of meters installed than would be accocp11sheG 

by applicant's proposals. Tbe staff £1~~cicl exacincr rccomccnGee 

thDt cop1e~ of refunC! contracts for all ~in extension cdvance$~ 

as recorded in Account No. 241, Advances for Construction" should 

be obtained and maintained in applicant's files and applicant 

should revise its present procedures for capitalizing construction 

overheads so that such amounts capitalized in the future would 

bear a more reasonable relationship to costs actually incurred 

and applicable to construction of utility plant. 

Based on the evidence we 'fine that: 

1. The rate of return of 4 .. 7, per cent which would be pro­

duced by the revenues from the present rates for water service 

for the estimated and test 'year 1965:- is deficient and applicant 
I.' 

is entitled to financial relief. 

2.' The rate of return of 6.9 per cent which would be 

produced by app11eane's,proposed rates is excessive. 

3. The estimates of rate of return components submitted 

by the Commission staff in Exhibit No. 7 reasonably indicate 
. 

applicant's estimated results of operations for the test year 1965~ 

and they are adopted for the purposes of, this proceeding. 
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4. !he ra'ce of return of 6.35 per cent recommended by the 

Commission staff is reasonable. 

5. The staff recommendations are reasonable. 

6. The single-quantity-rate and month1y-service-charge eype 

of rate schedule proposed is ~re equitable than the present or 

alternately proposed block-type quantity-ra~e and monthly~nimum­

charge schedule .. 

7. The increascsin rates and charges authorized herein 

are justified, and they are rcasona'01.e.. The preseu~ rates and 

charges, insofar as they differ from those herein prescribed, 

are for the future unjust and unreasonable .. 

8. Exhibit No .. 1, a review of the domestic water account 

of Briargate lodge, does not reveal any unreasonableness in water . . .... , 
charge; nor does it show any inappropriateness of its classifica­

tion as a domestic rather than an irrigation account. 

It is concluc1ed that the application should be zran'ced 

in part and denied in part and that applicant should be authorized 

to file new schedules of rates which wili produce gross annual 

operating revenues of $352,350;' '!his is /!n increase of $48,220, 

or 15.9 per Cc:1t over the revenues which woule be produced for the 

test yoar 1965 .:t present rc'ltc~7 ~ut $16,640 less than' the 

increase in r~tcs sought. 

ORDER 
~ ....... _ ...... --

I 

IT IS OLWERED that: 
I 

1. After the effective date of this o~d(!r, '3anning V;ater 
.,'" I:q ', " "', 

Cotnpomy is authorized to file the revised . rat,~~~;Schedules. at:tached 
·1~J:.04.':tc' I 

, " ~:" ~ I ' 

.! , I 

, " 
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to this order as Appendix A. 'Such filing shall comply wich 

General Order No. 96-A. 'Ib.e effective date of the revised 

schedules shall be ScptCtlber l6, 1965 ~ or foUl: deys .,fter tbe 

date of filing, whichever is later. The revised schedules shall 
.' 

apply only to service rendered on and afeer the effec~ive date 

thereof. 

2. For the year 1965,' applicant shall apply the deprecia-

tion rAtes set forth in Table 3-B in Exhibit No.7 .. ' :Jntil review 

indicaees otherw~se, applicane shall cont~ue to use these rates. 

AppJ.icant shall revIew its depreciation rates at intervals of 

three years and whenever a major change in depreciable plant 

occurs. lI.ny revised depreCiation rates shall be determined by : 

(1) subtracting the estimated future net salvage and the depr~-
... 

ciation reserve from the original cost of plant; (2) dividing the 

result by the estimat:ed remaining life of the plant; and .(3)divid­

ing the quotient by the original cost of plant. The results of 

each review shall be submitted promptly to the Commission. 

3. (a) Ap?licant shall obtain arid maintain in its files copies 

e-f refund coneracts for all main extension advances as recorded. 

in Account No. 241, ,Advances for Construction. 

(b) Applicant shall revise its present procedures for· 

capitalizing cO'Ostruction·overheads so' that such amounts 

-9-



capitalized in the future will bear a more reasona~le relationship 

to costs actually incurred and applicable to construction of 

utility plant .. 

The effective date of tl'l.is order shall be twenty days 

after the daeehereof. 

Dated at __ ._S:m __ Fra. __ d.'!ICO ___ ~, California, this 

P-.UGUST day of ______ ~, 1965-. 

..II ... r .. 
,..,. .. ," 

;'~ .. 

,..1" ''', ' 
.... "r, 

-: 
Co=1!i~1onor GpWe G.~GtOYM d1d 
not ~1c1~nto 1nthed1~po~1t1on 
ot th1s.·procoo41ng.. , 
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APPZm>IXA 
Page 1 of 2·· 

S¢bedule No.1 

AP?tICABn..I'I'Y 

Appl1eableto all metered vater'service. 
, '''',~", -WI. • 

"'>:' ~'f . " 
'I'ERRITCRY ,,,:: 

RATES -
1\\,' 
. ~,.,,: 
,., 

Service ~ge: 

For 5/S x 3/4-inch meter •••••••••••••••••••••••• 
For· 3/4-1ncb. meter ................................. .. 
For l-ineh meter ••••••• ~ •••••••••••••••• 
For-. l~1nch meter- ................... e" ....... ." • 

For 2-inch meter ....... _ ...... II' •• ., ._ ••••• ,. ... 

For 3-inch meter •••••••••••••••••••••••• 
For f.,-.ir1el:l. :n.eter ••••••• e, •• ' ......... _ ..... .. 

For 6-ineh met.er •• e" ........ e" •••• ........... 

For ~ineh meter ••.•••••• , ......... ' ......... " •••• 

Quant1t :rRa.te: 

Per Meter 
Per·Month· 

$. 2.00 
2.75 
3.5(j' 
4.50 
6.00' 
9.00-

14.00 
21..00 
25.00 

For a.ll 'Water delivercd., per 100 cu.tt. .. ...... _... • 0.20 

'.!'he Service Charge is a. readiness-to-serve 
cberge appl1caole to 4ll meterod service 
and to which 1s to be added the mrmtbly 
eho.:rge computed at the Quantity RAte. 

(T) 

(C) 
! 
I 
( , . 

(0) 
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APPLICABILITY 

A..~DIXA 
Page 2 or 2 

Schedule No. 3M):, 

/; 

LIMITED MEASURED I.~IGA'l'ICN SERVICE 

A.ppl1ea.ble to measured 1rr1gation service turDished on a. limited basis. 

TERRITORY -

Por Service 
Conn~ction 

~ntity RAte; 
" 

For oach minerrs inch day •••••••••••••••• $ 1.20 

For. each ir,rigation deliver,7 ••••••••••••• 6.00 

The '~n1I1'1'1:an Charge W'ill entitle tho eustomer 
to the q,uantity or ..,s:ter ..,h.1eh tba.t minjmum 
charge will pm-eho.3o at the Quantity Rate. 

SPECIAL CCNDIT!ONS 

1. Serviee under this schedule is llmited to the lands and. tbose 
accounts ..,b1eh 'Woro a.ctive 1rriga.tion eustomers in the calendar year 
1960. 

2. Delivery of irrigation ..,a.ter Wlder this schodule is limited 
toagrieult1J%"al lands l'Ja~ a m'nlmllln ares. or two acres or I'lO%'f3. 

:3 • Reque~ts for ea.ch irriga.tion delivery :shall be ma.c1o'tO the 
ut1llty not less than ~,hours in advallce ot the time .said delivery 
is desired. 

4. A minerfs inch day is, d~£1ned as the vO,l\lmO rosultirJg .from 
a continuous flOW' or one-i'i!tietb of a cubic foot oi' water 'pe'r 
second tor a. 24-hour periOd. 

(1') 

(I) 

(I) 


