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ORIGINAL 
Decision No. 75336 

BEFORE THE PUBLIC UTILITIES, COMMISSION OF THE S!ATE OF CALIFORN~ 

In the Matter of the Application of l 
LAS LOMAS t-1ATER CO. > a California. 
corporation, under Section 454 of 
the Public Utilities Code, for ) 
Authority to increase Rates for Water) 
Service. ) 

----------------------------~) 
OPINION 
-~ ... ----

Introduction 

Application No. 50446 
(Filed July 31, 1968) 

Las Lomas Water Co., 8. California corporatior.., requests 

authority to increase rates for weter se:vice supplied to 324 cus­

tomers in unincorporated territory near Watsonville, Monterey County. 

Ownership and Affiliated Interests 

The president of this utiLity, Mr. Clayeon B. Neill, is 

also president of Rancho Del Nonte Water Company and Bolsa Knolls 

Water Company, Inc. He op~ates Neill Engineering, Inc., a consulting 

engineering bUSiness, applicant and the abovc-namec utilities, and 

Cal.-Oaks Water Company from the same office, ~~~3 soce c~on 

personnel. He has now est4blished a group of employees to operate 

the four water systems. He also owns Village P.ard'WJlrc through which 

the utilities obtain materials. Stockholders of this utility also own 

all of the stock of Cal.-Oaks Water Company, Rancho Del Monte Water 

Company ~n4 Bols4 Knolls Water Company> Inc. 

Applicant filed an application (A-45954) in 1963 requ~~:ins 

increased rates. At that time both the charges to operations. c,:-.d 

. to pl~nt orig1rAt~d with the affiliateQ cngin~cr1ng office. ~ppl1C&nt 

-1-



A. 50446 :1jo 

refus~d eo permit the senff to see the suppo~1ng records for these 

charges. As a result, that proceeding was dismissed ~thout prejudice. 

Since the prior rate proceeding, appliccnt has changed its manner 

of operation in that utility services are now perzormed by employees 

shared jointly by applicant and three other affiliated water utilities. 

Transactions with nonutility affiliates have been minimal over the 

past few years and, therefore, do not constitute 4 major problem 

at this time. 

G~c'X'al 

Applicant's present rates were author1:ed by DeciSion No~ 

60241, dated .June 2:- 1960 in Application No. 41872. The staff 

est~~es that applicantTs proposed rates would result in ~n increase 

of about 23%. The application indic~tes t~~e applicant believes the 

proposed T4tes would incre4sc revenues by 4pprox~tely 2l%. 

At the request of the Commission, appliesnt mailed a notice 

eo e~ch customer on or about August 16~ 1968, in£o~ing then that an 

app11cnt!cn for a rate increase ~~d been filed. The noti~e eon~1ned 

n comparfson of the present rates ~th those proposed by applicant. 

Customers were invited to call to the Commission's ~ttcn~ion any 

problems conc~rn1ng water service, billing proccd~~e or other factors 

pertaining to .a. reasonable charge for water serv::'ce. A p~t1tion was 

received signed by 102 customers generally object~:cs to the m.~gn1tude 

of the proposed r&te increase. 

The senff made field investigations of applicant's operation 

in September, 1968. Plant facilities were inspected, pressures checked, 

customers interviewed, and applica~t's records eY~1ned. The pressures 

r~nge gencrnlly from 70 to 90 psi • 
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Res~ts of the staff's investigation are included in a 

report dated JauUllry 29, 1969. The report l.nc1udes operating .and. 

f1na~ci41 dAta 4S ~ell 4S c rate schedule ~signed to produce a TI. 

rate of return on the staff's rate base of $35,920. The required 

increase in gross operating revenues over revenues of present r.a.tes~ 

according to the staff, should be $3,590, An increase of 20.3%. The 

staff's report is hereby 1r~luded in this record as Exhibit l. 

System Facilities 

The description of appl1cant Ts facilities 4S presented on 

page 2 of the application appears to be complete and, therefore, need 

not be repeated herein. 

W8te~ Supply Pe~it 

Las l-omas Water Co. obtained a wate:- supply pe-:mit from the 

Department of Publ1.e Health in November 1961. The results of 

bacterioloe1c~l ~n41yses of yater samples have indicatCG :hA~ ehe 

yater ~~~ty is satisfactory. 

Scrv1.ee 

Exhibit 1 reveals thae there have been ~!l'r.'ce ~:::o:::-=o.! eom­

plaints mec!e ~!.nce Ja.nuary 1, 1965, regarding !)i1::'i\"),g, wh::'ch .. ,.:cre 

s4tisf4ctor11y resolved. 

Applic~ntTs Request ~nd Rae~ Propos41 

Applicant requests a change of meter ra.te sched~c f=om a 

m1nim'Um charge rate schedule to a. service charge rate schedule. The 

petition signers indicated a leek of understanding of the new service 

cha-rge schedule ~ and confUSion on the amount of r.'l~e increase. A water 

use table indicates that about 627. of the cust~ers us~ less eh4n 1,000 

cubiC feee of water per month. Unde~ the propo~ed ~erviee charge 

schedule~ there would be 4 65% increase in rates for customers who use 
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700 cubic feet of water. The staff 'believes th4t tha m:I.n1mtlm ch.rlrge 

~4te $chcdul~ should be rct~1ned to avoid customer confusion an4 to 

spread the T4t~ 1~cre~=e equally over th~ wAter eonsump:1on blocks. 

The staff recommen~ed rates reflect the =eten~ion of the mintmum cherg~ 

type of rate schedule ~nd the lowering of the firct block from 700 

cubic feet to SOO cubic fe~e. 

The fOllowing tabul~tion eomparc$ monthly c~~rges by appli­

c.o.nt "at l'rc::ent end. prop¢$ed raecs, for van.ous cor..sumpt1ons ehrough .a 

sis x 3/4-1neh meter, with. eMl:'ges 1n the gr~v1ty :one of ~l.­

American Wate= Company in Moneerey> the City of Wa.tsonville water ratc3 

and those recommended by the swf. 

~ec Comparison - Genersl Metered Sc~iee 

Monthly : Co.l1! • - : L."I.S tomM ~Jt1"'. Co. St:lf~ 
Con:"'ll%1ption : Amoric.on : City or : Present : PrOPO:Sg;d :Incr.: Recom.. : Incr.: 

Cu. Ft. wtr. Co. : "IT.'lteonv1.11,.,: PAtes : lhte3 : % Rato : ~ : 

400 $ 2.50 $ 4.00 $ 2.80 $ 3.84 37% $ 3.20 14.3% 
500 2.90 4 .. 00 2.80 4.10 46 ~.20 14.3 
700 3 .. 70 4.00 2.80 4.62 65 4 .. 0/. 44.3 

l .. OOO* 4 .. 90 5.2<)' 3.9l $.40 ~e $.30 3$.$ 
l,SCO 6.90 7.44 5.76 6.70 16 7.WJ 28.5 
2,000 8 .. 90 9 .. 59 7.61 8.00 

<i) 
9.50 24.8 

~,OOO 12.10 13.89 ll .. ;l 10.60 13.70 2l .. l 
.:1.. Service charge rato schedule .. 

* Approximate 4vor~80 ~48c. 

(:) Red. !'igur~. 

E.£.s'llts of Op~'t"At'!.on .A.n.o.lysee 

The follow~ng t4bula~ion prcsen~s ~ppl~cent's rceordec 

rC$ults of operat1on~ after staff acco\4~t1ng aej~stnlents for the year 

l'967 , along with. a comparison ~f a.pp11can~Ts and '.5taff~s e$tirn3.~es 

of. the results of operation for ehc est~mated ye4r ~968 4t p~ez~ne ~r~ 

propos~ci rates. 
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Item 

Results or Operation 

: : Estimltted Year 1968 : 
:: : : S~! : 
:~c.orO.od/f: Pre3~t Rll.t'-':l- : P~ood. R.o.te:s: R¢!C()m.: 
: 1~67 : Appl. : S~rf : bppl. : ~£~£~ : Rat~~ ~ 

Operat1n~ Revenues 
Xotorod. Rovenuo $16,900 $17,540 $20,500 $21,610 $21,1;0 
Public. Fire Protection 
Other ~'14tor Revenue 

TotL\l Opor. Rev. 

40 40 40 
- eo - eo eo 

Qper~ting Rovenue Deductions 
15,l70 

Operating F?spcnscs 
Direct. Chllr"gos 
Power 
O&M - Dnployo~ I.o.bor 
oeM - Contrc.et. 
Ottico Suppl:iO:5 
legal eSc Other 
Direetor" Feo 
Uneollectaole Aeeount= 
Collection Fe,,: 
C~erc.l Expanses 
Rate ~o 

SubtottJJ. 
Alloe~tod· Ch~rgeo 

l,,749 
2,060 
1,077 

4ZJ 
38 

250 
9l 

;'94 
2S 

6,105 

1,861 
3,l93 

804 
460 
40 

250· 
9l 

394 

1,670 
4,280 

760 
460 
40 

250 
90 

390 
30 

200 
8,.70 

1,861 
3,193 

804-
460 
40 

250 
91 

394 

1,670 
4,2J?.O 

760 
460 

4IJ 
2$0 
90 

390 
30 

200 
8,170 

1,670 
4,2eO 

760 
4601 
40: 

250· 
90 
~90 
30 

200 
8,170 

0&1'1 - M4terial= 26 112 110 112 110 110 
¥~g~ont SalAr1~ 2,220 2,~99 2,250 2,;99 2,250 2,250 
Ortieo Salario~ 2,4~7 2,725 2,~50 2,725 2,350 2,'350 
Telephone 97 160 120 160 120 120 
Orrico Supplies & ~nsos 59 60 90 60 90 90 
InsUl"anee 280 304 340 304 340 3JJ:J 
TrllrlSport:.at1on ;r::,cponso 425 675 .. 520 675 520 520 
!{()nt 256b 367 440 ')67 440 4kO 
Conorol ~n!le _~7:..3~_~1~05~_ ... :;:;..80~~10~5:.-~~SO::;..'"-';'~SO:.;. 
S~touu ~5~!~~~, __ ~6~19~O~7~6~.~300~~6~!9~W~~6~.~300~~6~.3~OO 

Total Oper~tine Expen:5c~ 11,978 l4,OOO 14,470 14,000 14,470 14,470 
Oopreci~tion - Company 1,766e 1,800 1,800 1,900 1,800 1,800 

- Collm1On 103 d. 270 ZlO ZlO 
Proporty TolXC:J 75:3 780 780 780 780 700· 
Payroll Tnxc~ 271 420 500 420 500 500 
St4tc Franehi:lc Tax (7%) 100 100 100 - 270 24IJ 
Fod • Inc .1'::JXe3 (Inc .10% SUl"eh.:l.rJ:.i.'eo~)~6~0_~~~,,="=,,~~:-;1~!OO~3 ---:",~77-r.0;........:~660~ 

Total Oper~ting Rev.Dod. 15,031 17,~ 17,9~O l8,lO) 18,860 18,720 
Not Opor~t:tne Rov. 1:39 (200) (ZlQ) 2,397 2,$70 2,$;!0 
&I.'te 13a.oo 34,"'469 35,920 34,469 35,920 35,920 
PAte 01: Return 103:1 10:5$ 6.95% 8 .. 0% 7.f$, 

I 
(Red Figure) 

4.. 'l'ro.nt~!~rr.l'Jd 'rt.!eonn¢ct enl.l.rg¢o ($42) trom Motorod. r-tevonuo to Other \'lo.ter 
riOveIlue. 

b. Deducted r.rontcrey Pe~ul.3. Co\lntry Club dues in tho ~ount 0: CBS .. 
c. Addod ~ lo~ r $ht\.X'o ($103) ot deproci",tion expen:!JO on coomon plon~ .. 
d. Ooduetod. tho ~~ vo.lorom t~ ($7) on tho Ba.rry Ro4d. lot "Which 1:1 not ownod or 

u:Jod ~J. the ~pplieAXlt .• 
II Attor ottJ.!t .o.djuatmonto. 
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The principal differences between the st~ffTs and appliee~:~c 

estimates 3ppe~ring in the ~tems of operating revenues, opcr~ting 

expenses, and tJl):es are explained in detail in Exhibit. J. and need not: 

be repeated here. 

Recommended Ra~e of Return 

The staff recommends a rate of retu=n of 7% es a fair return 

for this utility. In doing so, the staff c~nsidered the aev~nces fr~ 

stockholcers ($l8,000 as of June 30, 19$8) to be entirely equity 

capital, so that, in effect, the applicant's r~te base is equity 

fina:r.ced. No interest has been paid on taese advances. 

This rate 0: return applied to the stnff's est~ted 1968 

rate base of $35,920 would produce net opexating revenues of $2,530. 

The required increase in gross opereting revenues over revenues ~: 

present rates would be $3,590, an increase of 20 .3%. '!'o~al revenues 

~equired to produce this =ctc of rc~~ woul~ be $21,250. 

the Commiss~on finds that the eGt~tes of oper~tins =¢ven~~s, 

expenses, including taxes and depreciation, the rat:e b.:lses <::o.d ,:tl.t:es. 

of retu~ submitted by the staff fo= the test year 1~68 are rcaso:able 

for the purpose of p~~ccrib1:g =ate~ h~ei~. 

The i-a.creases in rc.tes and. coorgez authorized h2rei~ a-re 

justified; the rates a~d charge~ auehorized he=ein ~rc =casonable; ~nQ 

the present rn~es and cha=ges, insofar as they differ from those 

presC1:'ibed herein, ere for the futu'::'<2 ...:nj'U:;~ .and u.'1.re.lSOnab4e. 

The applic~tion, .:lccording:.j!, shoule and Will be gra~ed 

to the extent provieed in the ~uing oreer. 

A public hearing is :ot neceszer.r. 
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o R D E R --...-----

IT IS ORDERED that: 

1. After the effective date of th1$ orcler> applicant is 

a~thorized to f1le the rev1sed rate schedule attached to this order 

as Appendix A. Such filing shall comply wi:h Gcr..e7Cal Order No. 96-A. 

The effective date of the revi$ed sche~~e shall be fou: Gays after 

the date of filing. The revised schedules shell apply only to servic2 

rendered on and after the effeetive date thereof. 

2. App11:ant shall record in its books of account the st3ff 

~djusted balances for utility plant accounts, adva~es for construction, 

contributions in aid of construction and depreci~t~on reserve~ c~ 

December 31, 1967, as set forth in the tab~at10n entitled, r.Utility 

Plant, Reserve for Depreciation and Net ?1.nnt ft, contained in 

Ex.~bit 1 in this proceed~ne. 

3. For the y~= 19&8, app11ea.nt sho.ll epply an arr.w.l eepreeia­

tion rate of 2.7%. Until rev1~w indicates otherwise, a~pli~nt shall 

continue to use this rate. Applieent s1:lall review the depreciation 

rate at intervals of five yea~s and whenever a ~jor chenge in 

dzprec1able plant occurs. Any revised depreciation rates shall be 

detenl1.ne~ by: (1) subtracting the es:!m3.eed future net :3J.11vage .and 

the depreciation reserve from the original cost: of pla:.t; (2) cl~v16inz 
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the result by the esttm4tec remaining life of the plant; an4 (3) 

divid.ing the quotient by the original eost of plant. The results of 

each reView shall be submitted promptly to the Commission. 

The effective eate of ~h.1s order shall be twenty days after 

the date hereof. 

Dated at ____ Lo_$_Aug-:;.e_~ ____ , California, this 

FEBRUARY day of ___________ ,1969. 

/ ~ ""-" ··-·7··~········ 'II ~ ~_'" • 

. . , 

Comm1ss1oners 

Com=1::10tlcl' n"loen~ Mornn. bo1:1g 
neeo~~r11y ~b:cnt. ~1~ not p~ieipQto 
in the d1~po:1t1on 0: th1: procec~. 
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APPENDIX A 

Schodule No. 1 

Y.r.,."I'ERED SERVICE 

APptICABILIT'f 

Appl1ea'ble to all metered. \+J7:l.t<:r service. 

TERRITORY 

w ~ Su'bdivi~ion and. Vicinity, near Watsonville, 
Montere,r County. 

RATE'S 

~titY' Rates: 

Firot 500 cu.ft. or lCQ, ....................... . 
Next. 2,500 eu.!t., per 100 eu.:f't •••••••••••••••• : 
Ovor :3,000 cu.:t:'t., per 100 eu.!t .................. .. 

Mirl.imu::l Chugo: 

For 5/8 x 3/4-ineh ~etor •••••••••••••••••••••••••• 
For 3/4-inth meter •••••••• _ ••••••• w ••••••••• 

For l-incnmotcr ••••..•••••••••.•••••••••• 
For l,-inch meter ••••••••••••.••••••••••..• 
For 2-inCh meto~ ••••••••••••••••••• ~ •••••• 
FoX" S-incb. :met.or fl ........... ' .............. .,. 

For 4-ineh mot.er ...................... ' •••• , ... . 

Tho Mini:1u:n Ch:lrge will cntitl~ tee e~t.~cr 
to tho q,uantity ot W3.t~r Which '1jMt. :ni."'lim.lml 
eh.o.rge Will purch~o :lot the Qurmtity R.a.tc". 

Per Meter 
Per Month 

$ 3 .. 20 
.42 
.29 

$ 3 .. 20 
4.85-
7.40 

11 .. 00 
19.00 
36.00 
6:3.00 

(1') 

(I) , 
J 

I) 


