Decision No. 8995é FEB 14 1819 @RB@BNA&

BEFCRE THE PUBLIC UTILITIﬁS-COMMISSION OF THE STATE OF CALIFORNIA

Ia the matter of the Application )
of DEL ESTE WATER COMPANY, a

corporation, for an order authoriz~— )
ing it to increase rates charged )
for water service. g

Application No. 5818L
(F4led Jume 28, 1978)

INTERIM CPINION

is application was originally filed oz June 28, 1973.
It requests a schedule of step rates designed to procuce the
requested rate of return anually for the peried 1978 through 1980.
The application requests a rate of return of approximately 1l.49
percent over the 1978~-1980 period.

On Cctober 13, 1978, Del Este Water Company (Del Este),
through its attorney, notified the administrative law judge ‘
assigned To this proceeding that it was ready to go o hearing on
approximately 10 days® notice. The stall, hewever, informed the
ALJ that it cculd not be ready until approximately April of 1979
at the earliest.

Cn December 14, 1978, Del Este filed a substantial
amendment to its application requesting interim relief. The
amendrent points out that the staff report will not be ready until
April of 1979, which will most likely zmean a decision of final rate
relief not until the last quarter of 1976.
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The amendment further alleges that Del Este has experienced
substantial increases in certain expenses since filing of the
application, imcluding an increase in payroll of $60,000 over 1577,
a 320,000 increase in power costs, miscellanecous expense increases
of $75,000, and an increase in depreciation expense of $25,000.

The amendment states that as a result of the passage of Proposition
13, real property taxes for calendar 1979 will be approximately
$31,000 or 54 percent less than 1977. Additionally, as a result
of the passage of the Federal Revenue Act of 1978, federal income
taxes will be approximately $58,000, roughly 45 percent of the
amouat of such taxes for 1977. '

As 3 result of the increased expenses and decreases in
taxes listed iz the preceding paragraph, the amendment states that
the net increase in expenses is approximately $78,000.

Del Este applies for partial relief because our present
policy does not allow a Class A water company, which includes the
applicant, and advice letter offset rate increase filing for other
than purchased water and power and real property taxes. Del Este
estimates that its net income for 1978 at current rates will be
approximately $203,000 producing a rate of return oz rate base of
approximately 8.0 percent. However, Del Zste further estimates
that its net income for 1979 at current rates will be only $124,000,
producing a rate of return of approximately 5.2 percent.

Attached to the amendment to the application is Del Zste's
approved construction budget for the year 1979. It aggregates
$322,000. Del Zste avers that these improvements are essential
to maintain current service standards. In this comnection the
petition states:

"Applicant'’s approved comstruction budget for the
year 1979 aggregates $322,000. Included taerein

and set fortn or Exhibit A hereto are improvements
deemed essential by Applicaat il it-is t0 maintain
its current standard ¢of service W ivs customers.
Wnile Applicant has approximately $100,000 available
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to it from proceeds of long term financing
heretofore completed, Applicant is obligated
to make a payment of $150,000 in March of
1979 on account of prinecipal on its out—
standing indebtedness. In addition, estimated
refunds under outstanding extension agreements
will aggregate approximately 350,000 in 1979.
Applicant believes that no long term dedbt
financing will be available to it in 1979
because the effective interest rate will exceed
10%, and Applicant believes that long term
lenders have been and are unwilling o lead
funds in Califormia to water utilities, in-
cluding Applicant, at an effective interest
rate in excess of 10%. With the prime rate
currently at ll.5% for short term borrowing,
the effective interest rate te Applicant for
ioterinm bank financing is excessive..' In the
absence of a rate increase early ian 1979,
only approximately $30,000 will be available
To Applicant for the purpose of financing its
capital improvement program and those funds
mist be devoted to recurring operational
items. No funds will be available for the other
essential items set forth in Exnibit A.
IL the rate relief herein requested is not
ted, Applicant believes that it will be
orced %o cut down on its maintenance and
repair program and that it will be necessary
to terminate certain employees cusrently
engaged in Applicant's coastruction program.”

Applicant requests an ex parte orcer pernitiing a partial
rate increase effective March 1, 1979, subject to refund. While the
original application requested total relief of $375,000, the
amexndment requests, as interim relief, $78,000 of additional
revenue which it states is necessary to meet the increase in expenses
referred to previously and to "maintain its financial integrity."”
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The partial rate increcase would increase revenues dy 5.7 percent,
amounting to 21 percent of the total inc¢rease reguested in the
application. |

Accoraing to the amenament, if tne partial rate increase
is effective for the full year 1979, Del Este’'s estimated rate of
retura would rot exceed 3.9 percent. Tiae rate of return authorized
by the Commission in Del Este's most recent general rate increase
proceeding, Decision No. 85335, Application No. 55202 (January

12, 1976; 79 CPUC 327), was 10.5 percent.

Del Este nas mailed a notice pursuant to Section 454(a)
of the Public Utilities Code stating in general the terms of the
request for partial rate relief. No protests have deen received.

The metered rates in Appendix A of tnis decision are dased
upon vhose proposed by the applicant for partial reliefl but nave been
rounded off for purposes of billing anc tarifl admiaistration. Tue
guantity rates have been rounded to even cents and the minimum
charges rounded To the nearest ten cents for tne small size meters
and o the nearest dollar for the large size meters. Tae result of
this rounding is tc reduce the revenue o be procuced by approximately
$660. |

We pelieve that the partial reliefl, sutject to refund, is
necessary for tne applicant to rmaintain financial integrity, to keep
raintenance at current levels, and to proceed with esseatial capital
improvements. The rates recuested will produce a rase of retura
less than that authorized in Decision No. 85325.

' This order provides for an anterim increase, subject to
refund. Accordingly, we nced not address the issue of compliance
with the President's Voluntary Vage and Price Standards at this time.
However, Del Este must comply with the requirements of our Resolution
No. M=4704 when this proceeding goes to iearing. Also, we note that

the 5.7 percent rate increase authorized nerein does not exceed the
President's standards.
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FPindinges and Conclusions

1. This application was filed on June 28, 1978.

2. The staff repor: LG me = will not be availadle
until April of 1979 at the

2. The net increase in ses descrided in the discussion
section of this opinion, and the necessary funded capital improve-
ments for 1979, without rate reliefl, will depress Del Este's rate
of retura on rate base to approximately 5.7 percent for the calendar
year 1979. Such rate of return is not sufficient to maintain Del
Este's financial integricy.

4. Del Este will not be adle to maintain current maintenance
Standards or construct most of the capital improvements specified
in 2xhibit A to the amendment ©O the application witnout tae

interim reliel requested in the amendment. The completion of
these plant items on schedule it in the pub’lc interest.

5. The interim reliefl proposed by Del Este will result in
a rate o return on rate base of approximately £.9 percent, wh-cn
is less than its authorized rate of return.

6. The ratve schedules attached %o the amendment to the
application are designed to produce a rate of return of £.9 percent
and are reasonable 35 interim rates. Such rates should be placed
into elfect subject to refund, »ending our final order in this matter

- -~

7. 3Because of the flinancial condition of Del Esve, this order \J//
should be effective the date of signature.

INTERIM QRDES

IT IS ORDZRZD vhat after the effective date of this order,
applicant Del Este Water Company is authorized to file the revised
rate schedules attached to this order as Appendix A. Such filing
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shall comply with Genmeral Order No. 96=~A. Tre effective date of
the revised schedules shall bei§§iq;fa£q§g‘March"l,m;979,“on noT
less than five days' notice to affected ratepayers. Toe
revised schedules _skall apply only to service :endg:éq‘on and
after their effective dave. .

The effective date of this order is the date hereoi.

Dated at Sex Frapcmsco , Califormia, tais / 94
day of FEBRUARY , 1979.

%@/z@

>V/ Presfaen*
ot et et / //;f{pw
74

. Cammissiongr Laonnrd M, Grimes, Iz,
being .ncccm:ﬂy abuzt, did not o~
participute,

commissLoners

Coamissioner Richard D. Gravelle, boing
pecossarily absomt, &id mot participate
in the disposition of thic procoeding.
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Schc&:le No. 1
METERED SERVICE

APPLICABILITY

Applicable to all metered water sexvice.

TERRTTORY

Porticns of Modesto smd Tarlock, and Empire, Saldda, Waterfoxd,
Hickman, Grayson, and Hillerest, and vicindty, Stamislsus County.

RATES .

Per Meter
Per Month

. Quantity Ratés:

Pirst 1,000 Cluffe OF leSS vecnsccscrmscscase S 335
Next 9,000 Cu.f.'t-, per 100 CRelie wevecacens -290'
Qver 10,000 Cu-oftm, per 1.00 cu..:t- esvevonane -3.30'

Minimum Charges:

For 5/8 X 3/A-i.nCh DELET vevsccsvesssssssnnces ¢
For 3/L~inch DELEr svesceessvcasccnsasas Lol
?Or l-inCh mem srsevessnsacssransree 5-&',
Tor l-l/z-mCh QELAT sesssevsvasscessnssnee 12.00-
FO:' z'm MALLL ecevverscccsrsnssvesve 18’-00
FQ:' B-Wh DELET sssvwnscsssconcssvons 314.-00
For Leimch meter cevecsnssvorsssvevsas Seow'
For 6-inCh MELEr vevscsvsssncsssorvsce 105000
For 8—2:&11 MELLL ssavcacccssnsesvescen 161«00
Tor lo-mCh MELED sencececavsnsosovases M’w
FOI' lz“inCh mtcr XTI YRR SR S Y Y ] 330‘00

The Minimrn Charge will entitle the
customer 40 the quantity of water which
that minizum charge will purchase at
the Quantity Rates.
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Schedule No. 2
FLAT RATE SZRVICE

APPLICABILITY

Applicable to all water fZwrnished ¢on a Zlat rate basis.

TERRITORY

Portions of Modesto amd Turlock, and Empire, Salida, Waterford,
Hicicman, Grayson, and Hillcrest.and vicinity, Stazdslaus County.

RATES

Per Service Commection
Per Month '

For a premise served by an uametered :
waur cmection LA L A R R A LR Y R R YT Y R T ¥Ry 36-03

SPECTAL CONDYTIONS

l. Meters may be installed at the option of the utility or the customer,
in which event service thereafier will de Zurmished only under Schedule No. P
Metered Service. A customer's request for metered service must be made in writing.

2. Customers requesting service of the Zollowing types will not be

served under this sckecdule, but will be served under Schedule No. L, Metered
Service:

8. Residential service commeciions larger than 3/4°
diameter or any 3/L" residential service that, in
the utility's Jjudgment, may consume excessive water
becauzse of lot size, special equipment, or wmsual use.

Sexrvice connections to commercial or business estadblishments.
Service commecticns Zor agricultural purposes.

Service comnections 10 premises containing multinle
dwellings or dwellings and occupled irailer houses.
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Schedule No. 4 -
DRIVATE FIRE PROTECTION SERVICE

APPLICABILITY

Applicable o all water service Zurndshed to privately owned
Zire protection systems.

TERRITORY

Portions of Modesto and Turlock, and Zapire, Salida, Waterford,
Pickman, Graysen, and Hillcrest and vicinity, Stanislaus County.

RATE

ettt

Per Month
For each inch of diameter of service ¢commectiCDececssses 52.00 ()

SPECTAL CONDITIONS

1. 7The fire protection service comnection shall be installed by tke

utility and the cost paid by the applicant. Such payment shall not be
subject 40 refund.

2. The minimum diameter for fire protection service shall be Zour
- inches, and the maximum diameter shall be not more than the diageter of
the main to which the service is comnected.

3. IZ a distribution main of adequate size %o serve a private Tire
protection system in addition ¢o all other normal service does not exist
in the street or alley adjaceant %o the premises to be served, then 2
service main from the mearest existing main of adequate capacity shall be
installed by the utility and the cost paid by tbe applicant. Such payment
shall not be subject to refund.

(Continmzed)




