
Decision No. 42584.. 

BEFOR.E THE ?U3!,IC JTI!.IT!ES Cm2~ISS!CN OF TFiE ST.~ TE OF CALIFOm.TIA 

) 
In the ;~atter of the Application of ) 
C:~r.IFOR~\:IA :;ATZl1 SERV:C£ CO!·:rA!\'Y', ) 

a cor~ora~ion, ) 
for an order authorizinr it to ) 
increo.se rates c:ld.rgecl for vlater ) 
service in South San ?rancisco ) 
and. vicinity. ) 

----------------------------) 

A~plic~tion No. 29615 

;:··TcC-..:.tchen, Tho:'.as, ~"~atthew, Crif'f'iths ~:. 
Creene, by Robert i·1. Erm·m., for applicant. 

o ? I ;\ ION --------
California '.!ater Service Co;.).pany ~ irl tl'lis proceeding, seeks 

a;.:.thority to increase the rates chargee for l,'T;;tter service in South 

S.:.r. Francisco and. vicinity in San l\~ateo County. 

A public hcarinr on this cpplication was held in Soath 

Sa!". Fro.ncisco on Dece!":ber 9~ 194o, before Examiner O'Brien, after 

d~e notice to the political subdivisions affected, as well as 

: ~i..:!:i.vidJ..?l notice to ecc'h customc:- in the South San Francisco District. 

!~ one present at the hC3rin~ registered any ohjection to an incrcase 

of rates nor to tho propose~ spread o~ the increase ~o~e vorious 

~lasscs of custo~crs. 

The ori["inal So'..;.th S.:m Frr.'nei seo water system. ~.,ras 

z:::tablishcd oy South San Francisco Land ..: .... nc. ~~rater Company prior to 

: S93) primarily to furnish w~ter for a meat p.'lckinp plant. In 1e93 

=':,mcstic scrvice W;'IS u!'ldertai<cn. South San Francisco ~'.Tater Com"any 

::cc..uircd th.e s)~stcm in 1907 and. ?acific '~'atcr Co:npany purchased the 

. . , 91"\7 propcrtlCs ln • , • The propcrticz of that compar.y ~lerc acquired 'bJ' 

C9.1iforn::'a ~·!atcr Service CO:i:p::,ny in 1931. South San Fr~.ncisco is a 

c,~~unity of about 16,000 people. In tbe area, applicJnt serves 



ap~roxim?t0ly 3,800 active service connections with water trom a 

pur.lping $t~tion suP?licd from nine wells t4:'J.c. with water purchased 

.frol:: the v:ater dopart:':'le~t of th~ City of Sen Fr~:'J.cisco. Durine 1947 ~ 

1.4 'cl:Lllion ;.'allons of ..... ater were p;.lrchased ~.r..d prod'J.ceci. Abovc­

rround storare is provided by two concrete reservoirs, two steel t~nks 

.:tnd three redwood tanks h~ v:i.np c.n 0.lrrcrilte capacity of 3.9 million 

r::110ns, .:t:'ld ":.:'tcr is distrib"J.tec. tl".rou.f,hout the tcrritor~r throurh 

!":'loro th~n 240,COO feet o~ ,ipe. rar.rint in size :C'ro~ 3/4 inch to 18 

inc;"'cs. At the end. of' 1947, ti.'l.O rl1.~:':lbcr of $crvicc connection~ ' .... as 

675;; ;::rcatcr .:lnc the· :1(.. rc,rate: 1cnf~th of underrrounc pipinr, 35% r.lcre 

than the respective quantities 'f,:erc ct the end. of 1942. ~~:ater pro-

cur r..d l' "". 1C117 w ...... 4"l~ ""10""'" t ....... ,. .::" 194') v .. 4 ~~ .:,...~ 1:./0 ... , • \:io .... to."'! _.... ,.. • 

. ';'pplic::nt bases its j.,;,stifico.tio:l for ~:l incre,:ls0 in rates 

on the PC3t\'lOr rise ir: .:111 cxp~nsf.:s to .... ,hic~1 it is :ubjected. 7he 

record sho.., .. s th~t since 1941 ~ we.:;c r.:tes h:~vc risen 94%. Using 

specific cX':J:lp1es of cost incrc~ S0S of co~!,~rablG facilities, elcv<~ted 

stora,C"c 'tanks cost 165% more thv.n i!'l 1940. and costs of six-inch 

,ipes lcid unccrfround C\.rc 96% higher than 1941. In gcneral 1 con-

struction costs have r.pproxir.lp,tcly doubled since the prewtl'.r yeDors. 

Anothc~ factor creatin~ i~cr0as0d opcrati~f expense is the 

cost or ?rocurin~ water. !r. 1925 the well field in South San Fr~ncisco 

':-urnj.c~c:d :-.11 o~ the w.?tc:- requi:-ec. for the nC0ds of' the community. 

~~nc' ... ~.<:\ .. tl''''' ......... c: v.J..;.." ... 0) t:'e rrov:th of the corn.~· .. mity has bcr-.m substantial and 

the cC::1snd s for ..,:;;t<.:r C'::':1 no lO:1;cr ~c supplied fro::l "rc11 sources. 

:.ccordingl:r, it. h<:.s been neCCSS,:lry fo:- tho co:n~c.ny t.o purc~~s€: ever 

: .. ::.crcasine q,UD.r.ti ti os of \ll~tc;r !'rC'~ the S,'1n Fr:1ncisco ~'T~ter Depart!!lcnt. 

furthermore, t~e rt..tcs tor • ..... ,~ter p'...:.rch<?sed bv the co:np:"ny "'ere in-

creased .'lOout 18% on Scpt.c::1bcr 1~ 19~5. Tho rni!'limu."'1 cost of water 

i'ro:n thi s source of supplr is no .... : 1~. S cents per 100 cubic feet, as 

cO::1ptl.rcd with ::l cozt of ~bout 3.2 cents per 100 cubic feet for woter 
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produced loc~lly fro~ wells. Consequently, as ~ll. ud~ition~l w~ter 

dolivorcd by the system must oe obt1incd by. p~rchasc, the ~vcr~ge cost 

of D.l1 wJ.ter served gradually increases. 

Fin~ncin~ of Properties 

B,~sides South S~n Fr:~.ncisco) !l?plico.nt serves 28 other cities 

and ~o\·ms. In ::lo8ti:'J.[" its ccpital rcquirc!':lc:;,ts t.hrourh -;hc issue of 

securities, i":. sce:i<s to provide funds for ~11 its plonts (\.ndnot for 

one p:-:rticul ... 'I.!, systc:r. or district. It ~s been its practice to !':lcet 

s~ch rcquirem~nts, i~ part, ~ith te~~orary lo~ns which l~tcr ~re Te-

funded thr-ourh pc!"m~ncnt financinr. GC:lcrc.lly spc:::kinr , it h;;.s 

finc.:1ccd its inve st=:C:1t i:;, pl .... nt ti'lrour-h the issue of bone.s, notes, 

prcflJrrcd ,:':1d cO::" .. '!lon stock) .:nd b}' the usc of dcprcci3tion. reserve 

moneys end ec.rned surplus. Its fin;;.nci~l st~~cture, considcrinr the 

cor:p.:-ny ,'.~ t-. ~vr.olc, .1S of J'..lnc 30, 194$, ;-;,djustcd to reflcct subscq1.~ent 

security iss'..l.~ s ~nd excludinr its dcprcci.?tior. :lnd amortiz.:.tion rc-

s.::rves which .;.r~ s~.::tcd :\t '~4)50S,426) is Sl10"''!l c.s follows: 

Lonr-term debt -
First ~ortf.aF:c 3% bonds. due 1975 

1945 iss'..lC 
1947 issue 

t~ll ) 282 ; 000 
1,500,000 

194$ issue 
Sc::ria.l notes 

1.500,000 $14,2$2,000 5;% 
Total lone-term debt 

Preferred stock -
1945 issue, 4.4% c~~ulctive· 
194$ issue, 5.;% cumu1ativ0: co~vcrtib10 

Tot~l preferred stock 

Equi ty cc.pi t.:.l -
COnl."1lon stock 
Surplus 

Totc1 

-3-

'4$0,000 2 
14,762,000 55 

3;475,000 
2,000,000 
5,475,000, 20 

5;250,000 
1,440,S13 
6,690,S13 25 

. , . 

26,927 ,$13 lOOl~ -------
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produced 10c::11y from wells. Consoquer.tly, ~s ,:l11 c.dclitionc.l water 

delivered by t~e system must be obt~incd by p~rchcsc, the ~vor~gc cost 

of 0.11 wuter served grc-.dua11y incrc.:lscs. 

Fin~ncin~ of Fro~ertics , 

Besides South S.:n Frc.ncisco, applic.:\nt serv(:s 28 other ci tics 

and tOi .... ns. I:1 ~cctin[ its capit::l requirements throurh'the issue of 

securi ticz , it scc:ks to provic.e funds fo'!' ~11 it s pl.:)nts ~,nd not for 

one pt:rticul::tr sy~t c:r. or c.istrict. It h.:ls been its pr,'lcticc to !'!le~t 
, 

sl.;,ch rcquirc!11()!1.ts) in part) .. d th te:r.porary loans wh~ch lc.tcr ·1%"0 rc-

funded throufh pC!'"!11.::.nQnt i'inD.:1cinr. Gcner.::lly s!,cc.kinr:, i t h,'~s 

fincnced its invcst~cnt in pl~nt throu~h the issue of bonds, notes, 

preferred c..~d co:,:" .. ~on stock, ~'1o. by t:"c use of depreciation reserve 

mon.;;ys end cc.rn~d s'J.rp1us. Its i'inD.nci~l st:::-uctur~, considcrint the 

co~p~ny esc-. wl-.o1e, :1S of June 30) 191.;.$, ~djustcd ':'0 rcf:0ct subsequent 

security i5SU";S c.r.d excludin;. its d.cprcci~tion "-:'lei e!!lortizo.tion re-

sorves wl-:ich c.re s,,:-r-:,tod ::1t 'Jl.,50S.426 , is shown ~s follows: 

Lonf-tern debt -
First mortp~~c 3% bO:'lds ~ dU'J 1975 

1945 issue 
194.7 issue 
191.;.$ issue 

Scric.l no't~3 
Total lont-term debt 

Prc,ferrcd stock -

~11)282;OOO 
1)500~OOO 
1.500,000 $14,2$2,000 53% 

'4S0,OOO 2 
14,702,000 55 

1945 issue, 4.4% cumulo.tiv~' 
194$ issue, 5.3% c~~u1ativ~:. convertible 

Tot~l preferred stock 

3;475,000 
2,000,000 
5,475,000 20 

Equity c~pit~l -
Co:r~":'lon stock 
Surplus 

Total equity c~?it~l 

Toto.l 
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A represent~tive of th~ company estim~ted the average effec­

tive interest rate on moneys obtained through the issue of bonds, 

scri,?l notes) and preferred stock and the investment of those reserves 

which ~re beine. accumulntcd on the sinkine fund basis at approxim~tc1y 

4%, while a member of the Comoission's staff estimated such avercge 

e.ffecti vc ro,tc e.s r~nF'inff from. ap;>roxim~tely 3.7% to approximately 4%, 

dcpcl.''lding- on whether or not chc.rees pertaining to refunded issues are 

conSidered in the calcul.:ation. The record in this connection shows 

thati'rom time to time :1pplicant has availed itself of chane:es in pre­

v~iling interest r.:.tcs to refund bonds and preferred stock with' 

iss~c:s bcarin8' lower interest rnd di videnc. rates. 

As to outst~ndinz co~non stock, the record shows that appli-
, 

c::~nt ho.s paid annual dividends of $2 a shtire since 1942) bcinJ! at the 

rate 9f 8% per "r .. "1Ul':l on the p~r v.:.lue. Durinr the l,:'.st fi vo years, 

the a,l.'eragc earninGS per shD.re from operat ions, excluding surplus Ad­

justments, have ~mounted to 10.64% of the par value of the common stock. 

Stnti:lg it another .... 'lay, the cOJ!l .. "!lon stock earnod 1 C?n the Q.verc[!e for 

thG five-ye~r period, approximately $2.66 a shnrc and received, as 

di viclerds, ~2 a ohare, lec.vinr,: ~n amount equi velent to approxim~tely 

:;~O" 66 ,'3, share, as 3.n addition to surplus. The record contains tcsti-

~ony showinr. the terms under which th~ oatst~nding shares of common 

:-;tocl< were sold ~nd the :nllr:-:ct value of such she-res, and of the bonds 

,:nd preferred stock <J.S ...... ell, over e period of time. On this l:'1ttcr 

'"'Oint, it is noted thc.t the m:.rkct priccs'of the outsto.nding securities 

:'.;we been dcclinint;. For ex::.!nple, in November, 194$, app1ic~nt sold 

;,~1,500,OOO of bonds on a 3.54% basis ~s cOr:lpared With~. 3.21% basis or.. 

',l~e 1947 issue c.nd a 2.86% b"sis on the 1945 issue. At or about the 

::?:r.c ti~c, it sold $2,000,000 of cum'.llcti~lC: convertible preferred 

;-.,tock on <:l 5.24% basis <'s compa.red with a 4.19% basis for the cumula-

ti ve :prci\.;rrec. issu(:: it~ :L945 ~ 
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The record. in t::'is tr.d in other ?rocccdinr-s ~hows th.at 

applicr",nt is .f~cce with subst.'J.ntic.l constr.;.ction cxpc::d.iturc·z which :'!1'.l.st 

'00 rin.~nc(;d. in p~rt t~rouC::~l the i:::s ..... c of ::.dc.i tioncl bonds ~nd/or stoc!-:. 

I:1 pas:;in.r." on the prcs"mt procccdi~Z the Co~ission :':lust consider, 

.:"'.:'110nr o'0ho::" thin!"'s, not ~nlY' the historic,~l costs of c~pit~l but :uso 

the :':1.:;intc!'l~r.c~ of D.p,lic~nt' s (~crnin~s so th.?t it will be r:.blc to 

rei sc n(~8dcd e:ddi tion~l cr?it.:"\l. R.eference is hcrcnfter :'l".:~de to the 

return th::-.t :.rplic::.nt ~c.y r~alizc u:ldcr the ratespro!,oscd by it. 

:t.:1te: Bnse 

The br.lsC u,on "l'J'hich tlp,lic:'nt r.:~~y be ?~r:ni ttccl to cc.!"n Zl. 

rt;turn should approprie.te1y reflect the plc.nt; properties, ~nd cquip-

mcnt req,uired t.o rcnd,:;r p::.'opcr service to its customers. Formeny years 

this CO:ll.r:lission has used (~ bnsc p.l."cdic~ted upon the rc~sonJ.blc histori-

c~l cost of the properties ~sed ~nd uS0f~1 i~ rendering this service. . . 
A1t!'lour,!'l ccnsidli;r~:'lc concern hI' s bC('n ~xprC'sscd over the effect of 

spirn.llin.: prices on futur(; pl.:;,nt costs :=:nd the f<1ct that prcser.t . 

f!:cilitic's could not be rc!>l.",ceci for the hi.storic::.'l book cost ~t 

prCs8nt price levels, the usc of an undcpreci~ted historic~l co~t base, 

~:hich is the m05t rc~dily obt~in~b10 ~nd 1e~st spccul~tivc of nny base 

which mir~~ be doveloped, will result in no injus~ice provided proper 

rccornition is riven to the utility's finonci~l needs in the allowed 

return. 

A summe.ry of the csti~~tcd r~tc bJ.sos prepcreci by applic~nt 

.':1d by th~ COIT'.micsion' s stf.l.ff for t::.c vcriO:lS periods invo1v<:d is 0.$ 

follows: 

n~te B.~sc 
For 'Yco.r Endinp" A 'O:.>li CC.r.t L!t:!JC Steff t 

12-31-47 . $ I', 926,$00 'k' 6-30-4$ 1,030,820 991,900 
12-31-4$ 1,092,e20 
6-30-49 1 111),200 

12-31-49 l,230,S20 
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Only t"lO cf th.; abov~ cstim.';;'t0s cover the sao.c .:>.nnu.::.l 

p0riod. For that period) the st~ffTs estim~tc is $38,920 less thun 

CflP1ict:.nt T s. Applicant's \'Torki:lg cash estimate is ~p49 ,100 higher th~n 

th~.t mo.d0 by the staff. The staff's cstirn.:-.to of working cnsh is de-

v(210pcd from <:m c.nalysl.s of the c\:.rront volu."llc of montrJ.y expenditures, 

tho time l~e between p~y~cnt o~ expense itc~s and collection of ~ctcrcci 

revenues, ,;:.dv.:;ncc collection of fl~t !"ate revenues, and c.ccrutll of 

t~xes in ~dvt.ncc of p~yme:lt. The s~~c ~~thod h&sbccn used by the 

st.lfi ::1.::ny times in the p.::.st. App1ic.::nt estir.:~ted it:: \,lorkinr. cC"sh 

r8quirc::1ent by dete~i~inf. two m~nths' opcratinz. expenses inc1udin~ 

purc~1ascd ~ ..... ~.:ter, less to.xes .s~nc c.u?reci~tio:'l, to which was ~ddcd an 

c~vcrnf.'.c of t!1.ree !':'!ont;"s' cO:1structio:1 exp0nditurc5. This l;:;ttcr 

allo· . ..,.:tnce approximated (~30; 000. The' testi::ony rcve~ls th~t frequently 

these constr,.;ctior- fur-ds ,::.re obtai."'led by tc=:.porary bt.nk lo.:.ans at ~n 

interest ro.te of t,bout 2%. The temporary lO:::'.ns ~.re rcti-red by' funds 

scc.urcd f:r-om pcrm.::.nent fino.::.cinr at somc later date. The utility is 

entitled ~o considcr~tion for intcr8st on re~soncbly ncccss~ry f~~ds 

for ccnstructio:l p'.l.rposcs, b'.lt there is no justification for including 

cor:.str'...1.ction funds in working c~pi tC'.l. The difierencc in worl-:int 

cC.sh csti::10.tCS is partio.11y offset by differences in the c.dj'J.stcd fixed 

cc.pit.:>.l portion of the rnte 'oo.so) the st.'J.f'f' s f'iturc bcinj: $10 .. 180 

€:rec.tor thc.n o.!,p1icC"nt T s. This po:"'tion of ·the :!'~te b~sc difference 

reflects 0. vo.rio.nco in the ::!cthod of dcterminin~ ~vera&,c fixed c~pito.1 

firurQS for th(; sevcro.l periods. ~.'hile the co.pi tal ba1~.nccs :).nd net 

c~pital o.dditions us~d by ~pp1icant o.nd by the st~ff arc idcntic~l in 

.'-ffiount, the net :~.dd.iti("\ns h.:.vo bt::cn 0. ccorded difi'crcnt wci~htinr in the 

two studies. Applicant h.::.s n!,p~rontly used rn O,verage of end-of-yeo.r 

bn.lc.nces. Tho sto.ff, on the oth'~!" h2.nd, hns used c.n avero.rc of 

!':lonth1y b~lo.nccz. ~r."lcrc expenditures p:r-cdominctc in the c~rl)r p",-rt of 

-6-



A-?9615 
.sp 

the year, the staff's method r:ives ~ somewhat higher rGsult. Such a. 

tro~tmcnt, ~owevGr, introduces no porticu1~r difficulty provided 

proper recog:lition is accorded in subsequent .?na1ysis. 

Revenues 

Applic~nt ho.s submitted a revision of its r~te schedules 

·,.,.hich will yield ~ gross annuo..l income hir,her th",rl \1il1. those present­

ly in effect. 'rhe specific changes proposed \trill be discussed in 

somcwh~t ere~ter dct~i1 later in this opinion. 

Both the ~pplic~nt ~nd the Cocmission's steff have m~d0 

csti:;J(\.tcs of the annut!.l rross revenues which ' . .,.ould be obtained by 

c.pplicc:tion 0-: th()~e ~,ltcrnativc rntcs in 'a nunl::::er of different 

· ... l'.'''':'~~l ........ r.: od'" _ .... __ .. .Iv'" oJ. 

below: 

~o:- YC.'1r E!'ldinF." 

12-31-47 
6-30-48 

12-31-4S 
6-30-49 

12-3l-49 

A cOr.l?art-ti ve su:n:7:;:>.ry of these c$ti::lates is ShO"lffl 

" . '. 

~25S,930 
Iff, ~ , ... ' '. v ~? . ~ , .. 

270,126 270,126>:( 302,105 302,117 
277,735 310,906 

282,700 317,257 
~$3,S55 31$,904 

,;< ,\ctUl.\l 

A stud:t of this cO:'lp:1rison indic~.tcs no m,~rked difference 
i:1 t~10 csti~':ttcs of :-evcnuc to bo derived .from ~ spcci.fic schedule 

of :,o.tcz. ~'.1lcthcr or !'lot the: :r'<>.t..:;s p::-opo,"')cd sh~uld be ,,"uthorizcc. 

dcpendz upon the level of th0 net return ,.,hich they will procuce. 

Expenses 

Eotirnotcs of oper~tinl expenses for the several c~nu~l 

pcrio~s shovm coove h~ve occn ~~dc by ~ppliccnt .'1nd by the Co~issicn's 

staff. Such expenses include opor~tinp.: ~nd maintenancc costs, .r.:encrCtl 
, . 

cdministrativc ~nd miscell&ncous charges, taxes, dcprcci~tion, and 

en ~ount to cover uncoll(,ctiblc bills. COr.'lp~riscns of thc, total 

0sti~tcd expcns~s ~rc show!'l on a S~~~~~ similcr to the tcbulation 

of revenues. 

-7~ 
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'S'or Yea.r Endinl:" _. 
12-31-47 
6-30-48 

12-31-4.S 
6-30-49 

12-31-49 

Tot~l Operatint:" Expc:nse 
Present Rates Proposcc Rates 

A':J'Olicant CPlJC StC!.ff A'Cplictlnt ePOe Staff 
~, 

~ 
220,19.3 
229)116 

237,523 

$221; 997>:( 
219,$3$1 

2,36,741 

,:( Recorded 
;. Ad,j'.lst ed 

$ 
2.32,.345 
241,721 

250,$42 

~ 
2.32,669 

250,600 

Here c~~in ~ con?ariso~ of ~he cstim~tcs reve~ls cn1y minor 

differences in estimated costs of o?er~tion. App1ic~nt's estimated 

future expenses, beine predic~tcd upon trends of ccsts, reflect a . 

probC1ble i:1crcaze in \"~f.e r.":.tcs ~.bove those prc:;c!"'.tly in effect:. The 

Co~~ission staff's cstim~tc, for t~c year ending, June .30, 1949, on 

the other h~nd, is prcdic~tcd upon t~e level of wages in effect in 

194$. It is 11 !':1:.ttcr of record t:l;.;.t the w~rc rates paid by applicant 

arc governed by agreements bet~leen c.. union reprcscntinr the employees 

and cpplicc.nt T s m:,:,n~.rc:':'lcnt. Notice of .:t desire to ne£oti~te new ,,:are 

~trce:n(:nts for 1949 has oC0n received by ,:).pplic~.nt and nCfoti~tion 

sessions h~.vc been schcc'''..lled. 

N\')t R(;v~nucs ~md Re.te of Return 

A co~pcr~tive s~~~~ry of toe estio~tcd net revenues resulting 

from the foreeoinr.reve~uo ~~d expense csti~ctcs follows: 

For Yenr Endin~ 

12-31-47 
6-30-4$ 

12-.31-4$ 
6-.30-49 

12-31-49 

Net R~vent:.es 
Present Rnt0s Pro~oscd Rates 

A'J-olic.:.nt ePUe Stn!! A'C'Olicant CPUC Staff 
t • 

,II. 

~ 
49,933 
4$,619 

46,3.32 

':' 
;. 

A~ 36 0 ...... '" ., ),,~). 

50,28SI-

45,959 

Rc:co:-dcd 
Adjusted 

..... 
-0-

Jl. $ y 

69,760 69,44$ 
69,185 

6$~O62 
66,657 
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A review of this su."!lIn.lr:'zatiorr indic(.ltes rather close atTee-

ment betl'!ce!'l the estimates preparec. by applicant and those made by the 

CO::lmission's staff. ':ihen the above net reVel'lUeS z.re related to the 

res?cctive rate bases prepared by the applicant and the Co~~issior.'s 

staff, a tabulation of the esti~cted rates of return shows the follow-

. . l' "'. ~nr.: comparatlve re atlons .. lps: 

Rate of Return 
Present Rates Pro~osed Rates 

For Year £='lc.in~ A 'Ool:Lc.?nt C}lUG Staff A .. :)'olicant C~OC Staff 

12-31-47 3.99% 
6.$% 7.00% 6-30-48 4.$% 5.07 

12-31-48 4.4 6.3 
6-30-49 4.13 5.99 

12-31-49 3.8 5.5 

The above table reveals a number of si~nific.;.nt factors. 

The rate of return developed from the staff's esti~atc is somewhat 

above that estim~ted by ap?lic~nt for the period where directly co~­

parable figures are available. This differentiz.1 is traceable in 

large p~rt to differences between the esti~ated rate bases herctofor~ 

cisc~sscc.. The tre~d of t~c fiturcs shows a dcclinini 'rate of ~eturn 

ever the p·::riod of ti::-:.c shown, and it .l??€3.rs that appliccnt will 

reclize a :-atc 0 f return so~ewhat ~.~~ nh§D 6% durinE l~l~ on the rate 

b~se Surto$tcd by t~o stn££ o~ tho Co~~ission. 

Ro.tes, Present and Proposed 

The present schedule of rates results in s-.;.bstantially all 

of tho service b€inr rondered at meter rates. Flat r~tes ar~ available 

or.ly for fire ~rotection service. .,.' .r.e present sc~cdulcs o£ rates arc 

predicated on schedules established in 1925. A reduction in certain 

rate blccko wcs m~dc in 1932. In 1947 as & result of an application 

fo~ inc~e~sed r0vcnues, rates for quantities of water exceeding 50,000 

cubic feet per ~ont~'l were increased pursuant to a~thority t-::rantcd by 

Decision No. 40194) dated April 22, 1947) in Application No. 27575. 
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Th~ ~ates proposed by applic~nt' were selected after a con. 

sic.er::tblc s::.udy of pres"'~:lt customer !"cqUi.)."'Cl'i'H?nts anc. us~rc and an 

nn~lysis of a11oc~tcd costs of servicc. The monthly minim~~ char~e 

~or a SiS-inch InGtcr would b~.! increo.scd from $1.25 to '$1.50 per month~ 

't"" .. ' t h f 1 t Wl .. !,!"opor ... lona e c.arrcs or arfer ~c ers. Co~odity rates for 

consu~ptions below 50,000 cubic feet ~o~thly would be e.djusted, both 

':;IS to level and blockinp', to reflect ::.oro nearly an c:quitable -spread 

of rates accordine to u$~ge. Service to ~ublic ~r.cncics would be 

rendered at the same rates as paid by any other simil~r customers, and 

differentials heretofore in ~ffcct would be €limi~tcd. 

An cstim~tc by t~e st~f~ o! the amount and percentage of 

incrc,':'!scs which "i;ould ri:.:sult fro!!: a~?lica:'lt T s proposed rates, by 

cl~sscs of service, b~s~d upon us~gc for t:~c year Qndinf June 30, 1949, 

follows: 

Esti:no.ted 
Tot~l 

Revcr.uc Revenue Increases 
?rcs0nt FI:lt !tete . ~(retcrca: ~atc . TotolI . . 
R~tcs Amount . ~~, A ... nount •• ,~mount % : . 

~'J . . o. . 
Rcsidcnti.11 ~$110 ,000 ~~2:3 ;144 21.0% $2:3,144 21.0% Business 14,070 ),59$ 25.7 3;59$ 25.6 Industrial 147,210 4;545 3.1 4) 545. 3.1 Mu .... .:ci,o"l 5,720 1;$70 Sl.3 1,870' 32.7 ... ...... Ji. c;., 

IrriP.'~tion 5,000 1,314 26~3 1,314 26.3 ·lti 1 'If?.... s 300 86 2$.$ S6 2$.$ .... scc ........ cou 
Other 400 

Total 2S2,700 34,557 12 .. 2· 34,557 12 .. 0 

Anoth~r ~othod of co~?~rinr the proposed r~tes with the 

present r~tcs is to show (;x~mplcs of bills b~s\:d upon cstirn".tcd typical 

uS\:lee, Such a cO::lpc.riso~ is shown below: 

-10-
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Month1z Bill 
PerCent ~Jrcs~nt Proposed 

~~ctcrt)d Service R~te R~te Incrcace 

For monthly usc of: 
. ,~ ... 1.50 20.0% 500 cubic i'eet ~ 1.25 ~~ 

600 cu'oic feet 1.47 1.77 20.4 
800 cubic feet 1.91 2.31 20.9 

1,000 cubic feet 2.35 2.85 21.3 
3,000 cubic feet 5~$5 $.25 41.0 
5,000 cubic feet $ .. 45 11.45 35.5 

10.000 cubic feet 14~95 19 .. 45 30.1 
50;000 cubic i'C();t 66.95 83.45 24.6 

100,000 cubic feet 124.45 140.95 13.3 
1,000,000 cubic feet 1,159.45 1,175.95 1.4 
3,000,000 cubic feet 3,459.45 3,475.95 .5 

One other analycis which is of interest wes introduced by 

~pplicant to show the propriety of. th~ ch~ng0s made in the spre~d of 

r:ttcs. This .?.ne>.lysis w·:s b.:-.s,::c. on ::'.n ~lloc.?.ted cost of service study. 

This exhib:lt ShO\,lCd the fo11o·.dng ..... vC'rl1r'~ rol.:.tio!1ship between the 

cstim~tcd cost of service ~nd the csti~tecl ~CVGnu~ yield of pr~sent 

r.:.tcs: 

Fer Aver~r.c Customer 

Residcnti~l 
Susin~s$ 
Indu!::trilll 
Others 

1'ot.:.1 

Per 100 c. f. of ~}~ter 

R'csidcntinl 
B1..:.sines·s 
I!1dust ri~.l 
Others 

TotQ..1 

Rcv~nuc .:lS 
Revenue Esti~~ted Per Cent 

PrCS'~!l.t ?.lltcs AlloCll'tcd Cost of Cost 
~'. 
.~ 29.59 

. 70.1$ 
;,051.50 

129.90 
72.43 

.22 

.17 

.12 

.12 

.15 

~. 
',,' 36.26 

$5.72 
;,025.54 

166.66 
79.71 

.27 

.21 

.12 

.16 

.16 

81.6% 
81.9 

100.9 
77~9 
90.9 

81.5 
81.0 

100.0 
75.0· 
93.$ 

The inference \\'hich ct.n be drc .... m fron: the study is th,~t 

while tot~l rcv~nucs should ~e incr0~scd, ~ proper revision would 

invol vc 11 substs.ntic.1 incrc,:'-sc' in r.'ltcs for- rcsidcr!tial, cO:1"J!1crci<'ll 

~nd oth0r service, but no ~djust~cnt in r~tos for industrial service. 

Such rovisions crl~ incorpor.:.tcd i:1 the p~oposcd r.Cltcs. 

-11-
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It is c,p:oc.re:nt from the evidence th .. lt the present rates '1rill 

yi~ld inadequate income frot:1 f'J.turc service ranc.ored in South 

S.::o.!l Fr:lnciscc. The record likewise indic.;ttcs 'L!'-"".t the net return which 

cpp1icr:nt will receive fro::'. its incrccse:d rotcs ,.,ill ~ot be u..'"lre~.sonn-

blc. 

o R D E R - - ... --
C.,.lif'ornio. :·!c.t(;:r SCl~vic~ Co:np<:'.ny havinr ~.pplicd to this 

Co~~ission for ~~thority to incrc~se the rct~s ch~rgcd for w~tcr 

service ir. th(: City of South Sc.n Fr~:"lcisco D.nd vicinity in S~n r>'!:lteo 

Cou..'1ty. a public henrinr hcving. bc~n h(~ld, evidence hc.ving been intro-

duccd, th~ Co~~~ssion bcinr fully Qdviscd in the premises, end the 

l7lC1ttcr h~vin/s b<:cn submitted for eccision, 

IT IS ;":E~~t! FGw~,!D ;;S j\ F~~CT th.:tt the i:1crcc.scs in rates 

cuthorized heroin arc justifiod; therefore, 

IT IS HE,:E3~( OaDSRSD th~t ~ppliec.nt is :luthorizcd to file in 

quadrup1ic/~tc '1ri th this Commission cfter the effccti vc dc.to of this 

order, i:'1 conf,jrrnity with the COl'.!'l1ission'z C-cner.;-.l Oreer No. 96, the 

l(;ss them £i vc (5) days' notice to the GO!"i."'ilission c-''"ld the public, to 

make s~id r&tcs 0ffcctivc ~or service rendered on e~d ~fter the 

16th d:lY of A~jri1) 1949, more po.rticul~rly as i'ollo",s: 

1. Schedule No.1, Gencr.:l1 :r.ctr.:::rcd Service, sh~ll be ~de 
effective for w~tcr sorviC0 rendered from ~d ~ftcr the 
rCG~l~r meter readin~ next succeeding April 16, 1949. 

2. Schcd~lc No.2, Fire Hydr~nt S~rvicc, shall be m~de 
effective for re(.U1Qr bills r0ndcrcd niter April 16, 1949, 
for such s0t'vicc. 

IT IS HErlEEY FtTP..THER ORDER.ED t11ct C~lifornio ::~r~,tcr Service 

Comp.:;.ny is c.uthorizccl nnd directed: 

:3. To '.' ... ithdro.w c.nd cc.ncol cxis~i:lp r.:tte schedules superseded 
by Schcdu10s No:::. 11 21 .:.nd. :3 ~ concurrently with the 
filin0s hcrcin~bovc ordered. 

-12-
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4. To file ~~th this Commission, within forty (40) days 
after the effective date of this order, four copies 
of a suitable map or sketch, drawn to ~~ indicated 
scale upon n sheet S!xll inches in size, delineating 
thereupon in distinctive mcrkings the boundaries of 
its pr~sent scrvice ar~a in and around South S~n Francisco 
and the location thereof with reference to the immediato 
surrounding territory; provided, however, that such filint 
shall not be construed as a final or conclusive determina­
tion or establishment of the dedicat~d Rrca of service 
or any portion thereof. 

5. To file with this CO~M~ission) within fifty (50) dnys 
after the effective d~tc of this order, four copies 
vf a comprehensive mept drawn to an indicated scale 
of not less than 600 f~ct to the inch, upon which shall 
be delin~o.ted by ~ppropric:.to r.'lar!~1nr,'s the territory 
presently served in and around S~uth San Fr~ncisco. 
This ~p should be reasonably 'accur~tc, show the 
source ~nd d~te thereof, and include sufficient data 
to determine cle~rly ~nd d~£initcly the location of 
the prv,~rty com?rising the entire utility area of 
service; provided, however, t~t such filin~ shall 
not be construed ~s a 'f.:in:ll or cnnclusive determina­
tion or ~st~blisr~cnt or the dedicated area of service 
or any portion therc~f. 

The effective date ~£ this ~rder shall be twenty (20) days 

~ftcr the cl~t~ hereof. 
~ 

Dated at Los :I!lgeles, California, this f - day or 
d?JuL , 1949. --''----

commissioners. - -.~ 

,-13-
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Schedule No.1 

CENERAL !·ffiTERED" SERVICE 

APFLICABILITY 

Ap~licablc t~ ~ll w~tcr service furnished on a metered 
b~sis. 

TE?RITCJRY 

In the city of South S~n Fr,:ncisco, S~n !~c.teo CO'llnty ~ t'.nd 
in tho vicinity thereof. 

RATES 

Qu,~nti ty Rntes: 
Per !~etcr 
Per ~·ionth 

For th~ first 
For the :'leA"t 
tor the next 
For allover 

. 500 cubic foot or less. . •.•.. 
2,500 cubic feet, per 100 cu. ft. 

47,000 cubic feet, per 100 cu. ft. 
50,000 cubic feet, ~cr 100 cu. ft. 

$ 1.50 
.26 
.16 
·.ll~ 

For' 
For 
For 
For 
For 
For 
For 
For 
For 
For 

5/S-inch ~eter ••• 
3!4-inch meter. 

.. .. • .. ... 1.50 . . .. 
l-i:'lC:~ meter. . • • . • .. .. • 

lz-inch !:lcter. .. .. . • . 
2-inch meter. 
3-inch ::lctor.. . .. .. 

.. . . . . . 
4-inch meter. . .. • . . . . ..... 
6-inch :'lctcr... •••• • 
8-inch meter. .. • .. .. • • . 

10-inch meter. . . .. ... 

• • .... 1.90 
•• 3.00 

.... " 5.00 
.• 7.50 

. .. • 1;.00 
• • .. .. .. 20 .. 00 

. .. . 40.00 
.. 65.00 

. .. . . . 95.00 

The minimum ch~rf.c will entitle the 
consumer to the quantity o·f ~rc.tcr ",hich 
thot monthly minimum charee will pur­
ch,'1sC tlt tl1C Quonti ty R:?tcs. 

EXHIBIT A 
Paro 1 

.... 
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AP?T .. ICABILITY 

" 

Sch~dule No.2 

FIRS h'YDR,\NT SERVICE -

App1icc.ble to ~11 ~·m.ter service rC!1dercd to fire hycir~nts 
of ~unici~~l, county O~ other political subdivisions of the state. 

'rER:lITCRY 

In the d.ty ~r gc~tl~ San Fra~ci5CO! Ban N~teo County, D.nd 
in the vicinity thcreo~. 

RAT;~S Per Konth 

For each fire hyCra~~. . . .. . . .. . . . ., .. ~~l.OO 

SPECIAL Cm!DI'I'IC~:S 

Fo~ ~ll o~hcr usc by public a7cncies, includin~ public 
buildi:1f,'s) irriration o~ ?~rl{s .:nd rroundz, ?lDYcrounds, librllry 
~rounds, drinkin?: fountains) S" ... "i~r.)7 pools) ~nd schools 1 

ch~rf,cs :.\rc~ to be ~c.dc D.t the Gcnernl !.1etcreo. Service rC'.tes . 

.. 

EX!1r~!T A 
Page 2. 


