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Decision No. 80090 e o
BEFORE TEE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNTA

In the Matter of the Application of g
CALIFORNTA WATER SERVICE COMPANY,
izggrpgration, foi g: order authgr- % ,
g it to comsolidate its Hamiltoen
- City district with its Chico distxice ) Application No, 52321
for all purposes, and for am order g > ’
)
5
)

e a
authorizing it to increase rates Amended April 7, 1971)
charged for water service in the new
consolidated district, including the
Chico area and the Hamilton City area.

McCutchen, Doyle, Brown & Enersen, by A. Crawfoxd
Greene, Jr., Attormey at Law, epplicant.

Dale Anderson, for Fire Department and Community

rvices District; Clara G. Pruett, for

Bamilten City Women™s Club, Ca’iformia Federa-
tion; Daniel 9. Paul, for himself; azd J. W.
Buatoon, for Hamiltom City Community Services
District; protestants.

William C. Bricca, Attormey at law, and J. T,
Jolmson, for the Commission staff.

After notice, public bearing in this matter was held
before Examiner Gillanders om May 25, 1971 at Chico and Hamilton City
aud at Eamilton City on August 31, 1871, The watler was submitsed on
November 19, 1971, upor receipt of various late-£filed exhibits.

Applicant, a California corporation, seeks authority %o
increase its rates for water service to about 11,600 customers znd |
to consolidate its Hamilton City district with its Chico distriet.
Rates

Increases are proposed in Generxal Metered Sexvice, General
Flat Rate Service and Sckools and Public Park Flat Rate Service, No

Ircreases are proposed for Private Fire Protectiom Sexvice end
Public-Fire EHydrant Service.
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Public Presentation

Seven members of the public were present at the hezring
xoom in Chico on the morning of May 25, 1971 of whom five testified
regarding various problems including pressure, the effects of infla-

tion, and the effeet of applicant's proposal om persons on fixed
incomxe.

Twenty~six members of the public were present at the
kearing held at Haxilton City on the aftemoon of May 25, 1971.

A petition bearing 200 cames was received as Exhiblt 16.
The petition states:

“The water users of Hamilton City oppose the
terms of Application #52321 because they are
unreasonable and unjust."

The Fire Chief of Hamilten City testified that of the 32
fire hydrants in Hamflten City, 23 were good or fair, 5 were not
good and 4 were rot good at all. Of the three hydrants located east
of tke tracks, 1 was good, 1 was fair, and 1 was not good. His
complaint was that applicant could not supply water to fire hydrants.

Cne customer testified that even after the installation of
the new well, at times the water tastes and smells like stagnant
water. One customer testified that he camnot wash dishes and use
the hose at the same time. One customer complained of constamt iow
pressures. : - _
A representative of the local Community Services District
testified that it did not want consolication as consolidation would
Stop puxchase of the system by the district. A poll of the gudience
showed all members of the public endorsed kis testimony. '

As it was impossible to conclude the hearing, it was put
over to 2 date to be set. |

Further hearing was held at Bamilton City on August 31,
1971. Thirty-two members of the public were in attemdance. Testizony
and exhibits were presemted by applicant and staff. Ome public
witness testified regarding a billing problem.
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Results of OQeratioh

As it was apparent that the Hamilton City customers
did not want their system consolidated with Chico's system,
the Examiner directed the staff to prepare a summary of
earnings which would show the earnings of the proposed consoli-
dated operation as well as the separate results of operation
for the Chico and Hamilton City districts. This exhibit was
numbered Exhibit 28, late filed. ,

It was received on November 19, 1971 and the matter
subnmitted as neither the staff nor applicant availed themselves

of the opportunity to file written closing statements regarding
the proceeding.

Late filed Exhibit 28 is xeproduced below:




California Water Service Company
Consclidated Chico = Hamflton City and Chico Dintricts

SUMVARY OF EARNINGS

: Staff Tatimated :
: Present Rates + Company Proposed Rates# :
:Consolid.: Chico :Hamilton -Consolid.. Cuico Ha.mil'ton-
: Chico :District: City - Chico :District: City

(Dollars in Thousands)
Estimated Year 1970

Operating Revenues $T796.L $ 78L.L $15.0 $937.6 $913.6 $ 24.0
ratin o8

Opeor. & Main. 257.6 251.% 6.5 257.6 28L.1
Admin., Gen. & Misec. i7.1 16.7 A 17.1 16.7
Taxes Other than Income 118.2 117.0 1.3 118.3 7.0
Depreciation 97.0 95.1 1.9 97.0 95.L
Allocated Common 6.2 62.5 1.7 64.2 62.5 1.7

Subtetal T2L.2 302.L 1.8 G D S N WO -
Income Taxes 0.5 £0.0 .5 133.4 128.3 5.1
Total Expenses 6147  602.4  12.3 687.6  670.7  16.9

Net Operating Revenue 181.7 179.0 2.7 250.0 A42.9 7.1
Depreciated Rete Dase 3,089.8 3,026.8 63.0 3,080.8 3,026.8  63.0
Rate of Return 5.88% 5.91%  L.29% 8.06% 8.025 11.27%

Estimeted Year 1971
Operating Revenues $809.3 $ 794.0 $15.3 $952.5 $§ 928.0 $ 2%L.5

O'oera'ting m.ses

Oper. & Main. 272.7 265.9 6.8 272.7 265.9 6.8
Admin,, Gen. & Mise. 17.4 17.¢C A 17.4 17.0 A
Taxes Other than Inceme 117.9 116.6 .3 117.9 116.6 1.3
Depreciation 101.9 99.9 2.0 101.9 99.9 2.0
Allocated Common 68.5 6.7 | L8 68.5 66.7 1.8

Subtotal L T " Y0 N %, S ¢ 2y A 1S A

Income Taxes 49.9 19.5 A 123.8  118.6 5.2

Total Expenses 622.3 615.6 12.7 702.2 684.7  i7.5

Net Operating Revenues 1.0 1784 2.6 50.3  243.3 7.0

Depreciated Rate Base 3,208.8  3,M2.L 464 3,208.8 3,124 664
Rate of Return 5.6L% 5.68% 3.92% 7.80% T B 20548

# Cempany amended proposed 1971 rates.

=y
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The rate schedules now in effect In the present Hamilton
City district are those authorized by thke Cczmission and vhich
became effective January 16, 1957. Subsequent to that date the
Bamilton City system was acquirzed »y Facific Gas and Slectric
Cowpany and then by applicant.

Since applicant zequized the Eamilton City water system
from Pacific Gas and Electric Compomy ia 1962, it has operated
that system as one of its 21 sepzrate districts maintaining
separate books and separate rates. However, applicant has now
cencluded that the Hamilton City district should be consolidated
with the Cuico distriet and the two operated together as
applicant’s Chico distriet. Paysically, the two areas are within
eight miles of each other. Tre E2milton City district bkas no
employees allocated solely to it; om the contrary, that district
is operated out of Chice with Chico 2istrict persennel. Ser:i;ec
in the two districts is generally comparable, and tke expemse~ of
mafotaining separate records for both districts would be elimimated
if the two were comsolidated. Cozsequently, tbe comsolidation of
the two distriets for all purpeses, including bookkeeping and
rate waking, is mow 2ppropriate, 2ccording to appricant.

It is apparent £rem Exhibit 28 that the rates proposed
by applicant would result in excessive ecarnings on any basisvazd

would result in Eamilton City customers paying a disproporticmate.
sbexe of the increased charges.
Rate of Return

In 1ts application filed on November 24, 197C, aspplicant
proposed a schedule of step-rates designed to produce a rate of

return of approximately 7.5 percent if in effect during the £all
year 1971,

2/ The record shows tae expense is de minimts,
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The staff recommends a range of return between 7.25 and
7.55 percent on rate base and a rate of return on common equity
ranging from 10.48 percent to 11.16 percent.

We do find reasomable a rate of return of 7.55 percent for
the future which will produce a return of approximately 11 percent
on common equity. In authorizing & rate of return of 7.55 percent,
we recognize that there will be operational slippage of .3 percent
over the years. The step rates shown In Appendix A attached are
designed such that the average rate of return for the future will
result in adequate earnings for the short term.

Tke oxder that follows will, however, require that applicant
file additicnzl earnings statcments for the Hamilton and Chico
districts to permit review of future decline in rate of return, and

the initiation of appropriate action if a reduction in rates is
indicated.

Findings and Conclusion
The Commission f£inds that:

1. Applicant is in peed of additional revenves, but the
proposed rates set forth in the application are excessz‘.ve.

2. There is no need to comsolidate the Hamil“on City and
Chico districts.

3. Thbe staff estimates, previously discussed herein, of
operating revemues, operating expenses, and rate base for the test
year 1971, and an annual decline of 0.3 percent in rate of return,
indicate the results of applicant’s operations iz the near future
in the Hamilton City and Chico districts produce an unregsonable
rate of return. '

4. A rate of return of 7.55 percent for the future is
reasounable,
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5. The increases in rates and charges authorized herein for
each district are justified, the rates and charges authorized herein
are reasonable, and the present rates and charges, inéofar as they
diffexr from those prescribed herein, are for the future unjust and
unreasonable.

6. Under existing federal guidelines the authorized increases
would appear to be consistent with the Federal Government's economic
stabilization program. Data for the Federal Price Commlssmon are
shown in Appendix B.

7. Sexvice meets the requirements of General Order No. 103 inm
the Chico district and in the Hamilton City district with the
exception of service to 338 Main Street at which premise applicant
stated it would replace its service pipe.

The Commission concludes that the application should be
granted to the extent set forth in the order which follows.

IT IS ORDERED that:

1. After the effective date of this order California Water
Sexrvice Company is authorized to file the revised rate schedules
attached to this oxdexr as Appendix A.. ‘Such’ flllng shall comply
with Genmeral Order Ne¢. 96~A, and concurrently .to cancel and withdraw
presently effective Chico Tariff Area Schedules Nos. CH-1 and CiZ-2,
and Eamilton City Tariff Area Schedules Nos. W¥-2 and HM-2L. The
effective date of the revised schedules shall be four:days after
the date of filing. The revised schedules shall apply only to
service rendered on amd after the effective date thereof.

2. Applicant shall file a written statement showing that it
has replaced the service at 338 Main Street, Hamilton City.

3. On or before April 1, 1973 applicant shall file with the
Commission ean earnings statement for the Hamilton City and Chico
districts for 1972 normalized and adjusted to the rate levels

-7-
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authorized herein for 1972, together with zn estimate of earnings
for 1973 under similar normalized conditions. On or before April 1,
1974 applicant shall file simfilar earnings statements for 1973 and
1974.

The effective date of this order shall be twenty days

after the date hereof. 7”
Dated at __ S Fraads®  cajifornia ehfs _ /8
day of + MR 1972, |

delinz

Commissionor J. P. Tukasia, bt SO
necessarily absent, aid pot prrticipate
1n the &ispesition of ‘this proceeding.
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Schedule No, CH-1

Chico Tartff Area

GENZRAL METERED SERVICE

APPLICABILITY

Applicable to all metered water service.

TERRITORY

Chico and vicinity, Butte County.

RATES

‘ Per Meter .
Service Charge: . Per Month

For 5/8 x 3/i~inch meter ..... cesesnas $ 3.00
For 3/L~inch meter : 3.30
For Ll=inch meter .... L.50
For l=l/2-inch meter ...... veerenn 6.30
For 2=inch meter ....cve.. voon 8.10
For 3=inch meter ...cvveenene.  15.00
For hd=inch meter c.veveevennnn 20.40
For b-inch meter ... 33,90
For 8-inch meter wcvvrveencea. 5040
For 10-inch meter 62.40

Quantity Rate: | ‘ Per Meter Per Month

/W73 o
Before . through  After
For all water delivered l./_lﬁl M m o

per 100 cu.ft. ceeireciincennn .. $.100 3110 L $.120 (I

The Service Charge is a reqdiness—to;serve é.hé.i-ge o
which is to be added the monthly charge computed at
the Quantity Rate.




Schedule No. CE-2
Chico Tariff Area

RESTIDENTTAL FIAT RATE SERVICE

APPLICABILITY
Applicable to all flat rate residential water service.

TERRITORY
Chico and vicinity, Butte County. (™

RATES

Per Service Connection Per Month

For a single=farmily residential Before /73 . After
wit, including premises having 1/1/73 12/%%3“ 12/31/73 .
the following area: S
6,000 5q.ft., or less : 38 $542 (1)
6,001 0 10,000 2q.ft. ceveen.. . .28 - 6.32
10,001 to 16,000 sq.ft. ........ : 7.4
16,001 to 25,000 3G.L%. eevuennn . 933

For each additional single-family

residential unit on the same premises

and served from the same service ‘

connection 3.89 3.9

SPECTAL CONDITIONS:

1. The above residential flat rates apply to service conrections
not larger than one inch in diameter.

2. ALL service not covered by the above classification will be
furnished only on a metered basis.

3. Meters may be installed at option of uwtility or customer for
above classification, in which event service thereafter will be furnished
only on the basis of Schedule No. CH-Ll, General Metered Service. When
a meter is installed at option of customer, metered service must be con—
tinued for at least 12 months before service will again be furnished at
flat rates.
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Schedule No. HMM-2
Hamilton City Tariff Area

RESTDENTTAL FLAT RATE SERVICE

APPLICABIIITY ‘
Applicable to all flat rate residential water service.

TERRITORY
Hamilton City and v:.cnmty, Glenn County.

RATES Pey Sermrice Comnection Per Mont

. T
Fof a finc]g.le:i‘amily residential Sefore th&o? W After (T
wiit, including premises having - :
the Forlowing seeas /173 12/3111/3 12/ 3L/73(T)

6,000 sg.ft., or less W57 8 L.‘GS - $L.78 (1)
6,00 o 10,000 5q.£. vuenrmennns 5.6 5.58
10,001 to 16 000 3Gufte veervenenns 6.40 6.53
16,001 40 25,000 5455 wovoonooans 8.06 8.23

For each additional single-family
residential wnit on the same premises
and served from the same service ' ‘
COMECLION cvarennoncnnnenn eeneasesse  3.30 3. 3.45 (I)

SPECIAL CONDITIONS:

1. The above residential flat rates apply %o service connections (T)
not larger than one inch in diameter.

2. All service not covered by the above classification will be
furnished only on a metered basis.

3. Meters may be installed at option of utility or customer for
above classification, in which event service thereafter will be furnished
only on the basis of Schedule Ne. HM-1, General Metered Service. When 2
meter is installed at option of customer, metered service must be contin-

ued for at least 12 months before service will again be furnished a.t flat
rates. (7

4
-
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Schedule No. HM=-2L
Hamilton City Tariff Area

SCHOOLS AND PUBLIC PARK FLAT RATE SERVICE

APPLICABILITY

Applicable to all water service furnished on a flat rate basis to
schools and public pa.z-l-cs. .

TERRITORY

Hamilton City and vicinity, Glenn County.

Per Meter Per Morth
- 1/37'73 ”
Before

1/1/73 12/ 31/ ‘2,2 2[21[22

For each Pubuci‘s‘:hool or ‘ ,
Public Park ....... PN ceeen $22.86  $28.60 sk (D)

SPECTAL CONDITION

Meters may be Lﬁstalled at option of utility or customer for above
classifications in which event service thereafter will be furnished only
on the basis of Schedule No. EM-1, General Metered Service.
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APPENDIX B

DATA REGARDING RATE INCREASE
AUTHORIZED FOR
CALIFORNIA WATER SERVICE COMPANY
HAMZLTON CITY AND CHICO DISTRICTS

Pursuant to provisions of Sectionm 300.16 of the Economic
Stabilization Act Amendments of 1971, the Public Utilities Commission
of the State of California does hereby certify to the Federal Price
Commission as follows: '

1. The increased rates are expected to provide
increased revenue of $5,000 yearly for Hamilton

City District and $121,700 yearly for Chico
District.

The rate of return is expected to average

7.55 percent in both districts. For Hamilton
City, the 7.55 compares with 3.92 percent
undex present rates, an increase of 93 percent.
For Chico, the 7.55 compares with 5.68 percent

under present rates, an increase of 33 percent.

Sufficient evidence was contained in the record
to determine that the criteria se: forth in
paragraph (d), (1) through (4) of Title 6,
Chapter III, Part 300, Sect. 300.16 of the

Code of Federal Regulations, as amended effec-
tive January 17, 1972, were met by the rate
increase.

The increase is cost-based and does not reflect
future inflationary expectations; the increase
is the minimum required to assure contimued,
adequate and safe service and to provide for
necessaxy expansion to meet future requirements;
the increase will achieve the minimum rate of
return needed to attract capital at reasomable
costs and not to impair the credit of the public
utility. This appendix to the rate decision
constitutes the certification required by the
Code of Federal Regulatioms.




