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Decision No. 
43697 

-----
BEFORE THE PUBLIC UTILITIES COMMISSION OF THE. STATE OF~ CAlIFORNIA 

) 
In the Matter of the Application of ) 
CALIFORNIA WATER SERVICE COMPANY, ) 
a eorporation, for .In order author- ) 
izing it to increase rlit~$ char~cd' ) 
for ~ter service in the City of ) 
San Mateo and vicinity. ) 

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

Application N<? )0270 

!fLcCutchen t Thotlas, ~1atthew, Griffith and Creene 
by Charles E. Finnex ~nd Robert M. Brown r~-­
appiicant; Arthur J. Harzfeld, ~ity Attorney, 
Frank ... .;. Rose, Assistant City Attorney, and 
A~hur B. SuIlivan, City~~nagcr, for the City 
o£San Mat eo. 

O? I N ION ---- ...... ~ 
California 1Tater Service Company, in this proceeding, seeks, 

:luthori ty to increase rates ch.c:.rged£or water service in its S:m ~'Iateo 

District, 'whichincludos the custoocrs in the City of San Mateo ~d 

t1.djD.cent unincorporo.tcd territory ~ Applica.nt cstim..'"l.tes th:at the ro.tes 
.' 

it proposes to eho.rge would increase revenues b~sed upon esti~ted 

norcal 1949 opcr~tions by about ~757700, or ~pproXimMtclY 14.2%­
Public hearings on the applie~tion, were held in San Ma.teo on 

November 7, 9, t'-Ild Z;, 1949-

At the· end or 194$, ~pplicant served ll,$03 customers,in its 

San !1ateo District 1 all but 54 being domestic or commercial users. 

~']ater production in 1948·excoeded ,1.) billion gallons, and more than 
/ 

700;tOOO f'eet of transmission and distribution ~inswere needed: to 

serve the Ilre:!.. T.anks, reservoirs 1 Md ba.sins provide about 4 ,800',000 ' . 

g~llons ,of storage. Essentially all of the w.:tter req,uircmcnt.s.' ro~ th~ 

San r~t.eo District are pu:chas~d from the' Municipal Wa.ter Department 

of the, City of San Francisco; however ten wells and' <l.Sso,ciated treat":' 
, 

mcnt facilities are maintained as emergency sourc~s of supp;y. 

... 1 ... 
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Applicant contencis· tha.t the proposed rate increase has bcon 

brought about by the sharp rise in costs of doing business., Which h.'!ve. 

exceeded the annual growth in its revenues. Its evidence indicates 

that, between 1941 and the year ending J.u.ne ,0, 194.9, a 72% increase 

in customers and 0. 65% increase in fixed capital were accompanied by~ 

10~ increase in. operc.ting revenue. Operating expenses.; . ~n the other . 

hand, increased 150% in the s.:un.e period', so that the corr(!sponding gain 

in net revenue was only 22%. Th~ costs of variou$ items· ?f plant were 

shown to have increased sharply with C.:'l.st iron ma.ins 92% to 10~'O;bo'"le 

1941 costs, and services nnd fire hyd.r~ts 77% ::-md 1>4%·:highcr •. Since 

194.5 the cost of a half' million g~llon 3tor~ge tank advo.nccd 55%~ 

Operc.ting costs rel'J.ect the effect of labor wage rates 10$% and loc31 

-property taxes 403% above 19J...l levels.. Cost or wat~r purcMsed W:3.S, 

su'oj ect.ed to' an 1$% increase in rate in 1945 and a 4% increase in \ July' 

of 1949. 

Engineers of th~ Commission staIf, as well as applic:.ult, 

prepared estimates or t.he results of opcr:.ltions of the San MatcoD1s-. 

trict on sever~ bases •. The estimn.tes for 1949 under assumed average 

conditions, with both present rates :.md proposed rat(:s.ef!'ect1v~ 

throughout the ye:lX", are summarized on the following tabul.:ltion: . 

Operoting Revenues 
Operating Expense 
Taxes 11 

./ Depreciati on =­
Total Expense 
Net Revenue 
Rate Base 
Rate of Return 

Estimaead Results of Operation 
1949· - Aver~ge 

Present R.:\tcs 
Ap;olicn.nt. C?UCStnff 

532,5$0 
33$,910 

73,550 
22,000 

431,460 
101,120 

2,705,000 
).7 

549,6l0 
346,806 

75,.4:75 
13,379 

435,660 
113,950 

2.,695,000 
4.23 

Proposed Rates . 
Applicant. epUe St~fr 

608·,.318 
335·,910. 
102",3·30 

22',000. 
460,24.0·' 
142,078, 

2,705,,000 
5.5 . 

.. 
627,661 ' 
34.6,806- .. 
l07,070 . 
13,3·79' 

467.,2;'5· .. 
I 160.".406" 
2',695,·000···· 

5.95' . 

Both a.pplicant and th'e C01ll%:lission staf'! prcdic,'ltcd. the' 

<:stinv1.tcs upon the latest recorded revenue and expense stt'.tistics 

Ilvailable ~d estimated the balance of the -year under anticip:lted· 

J y 5% Sinking Fund, Annuity. 
~ 2' 
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actual conditions. The estimates were then ad.justed to reflect s.ues 

and resulting revenues under 3ver~gc rainf~ll conditions, and'cxpenses 

adjusted to such average sales level with 'other modifications to re­

flect current average expense levels. 

Applical''lt f s estim.'lte· of depreciation expense is based. upon 

the results of a Commission starf study in 19~7, 3~ which time appli­

cant mad.e changes in its depreciat.ion practicc$ in acco-rdance with 

sto..f'f .recommendations. The annuity esti~ted by thestai'f rcflec·ts , 

changes in deprcci~tion rates which the staff developed in 0. reView of 

e~rience in ·~i.s district since 193-7. Applicant T s expenses should 

be adjusted to reflect the lower staff figure. The starr"likewise, 
, 

estimated. transmission and distribution expenses about $3,900, lower, 

than applicant. !he stafr estimate of this item 'represents an average 

of the past several years' experience, adjusted for changes in price 

level, and appears ~o reflec~ more ne~rly average conditions than does 

applicant's estimate_ 

Other major differences in expense items appear to be 

directly :lssoci:J.ted Vv'ith the differences in revenue .and sales e'stimates" 

vlhile the cstizr.iltes, of sales before adj ustment for 3.ver.:l.gc ra.in£D.ll arc 

in !:lirly close agreement 1 applicant's reduction in revenue e¢nsidcra'bl:~ 

exceeds that suggest.ed by the staff. ~litnes5CS who made 't;he cstimat·es 

determined average s~es volume by taking ~ composite of experience of 

four previous ye~rs. The ye~rs selected,by each as representative 

differ~d, ~nd produced different correction factors. In view of the 

methods used, it appears approp%'ic,te to zi ve equal weight to both 

estimates. 

The staff rClte b2.se estimte is $10,000 less than-applicant's. 

Applicant includ.ed in its rate ba.se 0. working c~sh allowance which wa.s : 

gre.~ter than t.hc stafr estiImtc by that amount. ~'lhile 'both witneeses 

used the. same formula' to determine the gross c.:l.sh r¢quirement 7 ~ppli-
- , 

c~t\~ Witn~ss g~ve no credit for funds representing taxes accrued 

- ) -
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substantially ahead of payment, an ~djustm~nt which the st.a££'made.~·le 

believe the staff adjustment to be proper. On the bas·is or the fore­

going adj ustments it appears that applicant, under present rates and 

average conditions, ~uld show a return in 1949 of about 4~1%. 

As shown in the tabul~tion, applicant estimated it $. return at 

3.7% under present rates and at 5.5% under proposed rates, while the 

st~ff estimated tb.e -return at 4.23% under present rates ana at'5 .. 95% 

under proposed rates, us1ng a slightly different rtlte base. 

Applicant's witness estimated'the weie;hted average effective 

interest rate on the outstancling boncls, serial notes, preferred' stock, 

olnd reserves at. ;.997%, incluiing in the calculation cart-am itemS or 
discount,. premium and expense rel.:lting to refunded issues which no 

longer appear. on th~ books and do not reflect charges currently being 

made a~ainst income. The Commissi~n sr;a£f witness estima~ed. 'the aver~c 

effective rates, . excluding charges pertaining to rcfunded- iS5ues; at 
" , 

3. 71~ and, .including those charges mich current.ly are, bcing amortized 

'against the comp~y' s income, at 3.s6%. As to the common stock, the 

record cont.ains tez-eimony showing the terms under wh ich it was issued., 

t.he ea.rnings and dividends in preceding years and. presen:t nnrket l?rice.,~ 

It shows, amoIlb other things, that dividends in vatying amounts Clnd at 

varying rates have been p.aid~ annually since 192,7: (except in 1931) and 

tha~ since 1942 dividends- have 'been paid in the ~ount of $2 per share, 

being at the rate of: $%. of the r,ar value, 'With averagecarnin;s per' 

_shar~ of $2.65' .. ,' 

Applico.nt's pr esen tl y out st~nd ing bonds represent ~pproxi-
., 

:nately 56% of its capital st.rUcture. It is faced, during the coming 
-

year, with construction expenditures in excess of $3,000, 000 and 'it 1s 
, 

clear thc:.t ~ suo'stanti31 portion of its capital requirements should be 

proyided from some source oth~ r than bond s. Applic ant's Witne 55, 're­

ported tl;at addition:::.l stock financing is contcmpJ...').ted during the com.ing 

year and· he estimated that earnings of not less than $2-.75 a share are 

required in order to sell such stock. 

- 4 -
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: ... review or the record indica.tes that the revenues under 

pr6sent rates would be insufficient to yield .applicant a !air return·. 

Upon the basis of tl:le information submitted in this proceediDg 7 we 

conclude that·an increase in rates should be authorized to provide 

additional revGnu~s of $6;,500. Such an increase should result in a 

return of approximately ;.5% on the rate base,reco~encied by the 
, '. 

Co~i$sion staff, which return, in our opinion,' is not-:unreasona'blc- and 
, , 

will not result in an undue burden on applicant's consu.mcrs. 
. . 

In establishing the rates r~quired to produce that estimated 

volume of rcvcn ue, applicant's proposed service ch.:Lr.~as will be accep­

ted. The first block of the quantity rate, however, will be set at 27~ 

cents pcr 100 cubic feet, one cent less tho.n proposed; the rtlt~ for the' 

sec~nd block will be set at 26 .cent s pc r 100 cubic feet,; f.)nc coot higher 

them proposed; and the terminal rate ror consumption over ;0:,000 cubic· 

feet pcr ::lonth will b~ set at 2~~ c~nts~ l<Jhieh is· the rat·e proposed. 

Under c:st.imated 1949 .lverage conditions,. such r(ltcs are, estimated to 

produce ap?roxitrately the. increase in rev'enues to \'t).ieb. applicant is 
.' . . 

~ntitl~d. Although applicant pres~ted statistics from whic·h it in-
I 

f~rred that the u.nf:lv",r:,;."!:>l~ d{;wnw~d trend of earning position would 

continu~ into 1950> the' rates herein prescribed arc such that, with 

e:.;re£'ul .;'.ttentioll to operatin; 'econ~mi..!.S, a.pplicant should enjoy a .--

pro per 'return from its San Mateo operations fer a reasonable' period in ... ', 
the future. 

o R D E R -----.-
Califcrnia ~·later. Service Company having applied to this 

Comcission for an oreer authorizint; increases in rates in its San. M'..ateo 
I 

District, a public hearin~ having. 'been held 1 and the ma. tter havin; been· 

submitted, for deciSion, 

IT IS HEREBY FOUND AS A FACT' that t~e increases in ratc3 and . 
" 

ch&r;;es authorized herein are justified; the::"''!!£ore, 
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Sched'Ule No. 1 

GENERAl METERED SERVICE 

Al'PLICAB!t!TY 

Applic~ble to all water servico £urn~hod on ~ ~etored basis. 

TZRRITORY 

In the City or San I·~teo, San Hateo Count~~, ,Md in thco vieinity thcreof'Oo' 

~ 

Service Charge: 
Fer Meter 
p~ }~onth 

For SIS-ineh meter ......................... 0. '.Oo • ••• .... $ 0~60, 
For ,/4-irl

j
ch meter ••••••• '..... ......................... 0 •. 80. 

For 
For 
For 
For 
For 

, For 
For 
For 

l-inch ::leter,. ................... ' ••••••• ' ••••••• " •• 
l~~irlc h !!later •• " •••• , ................... : •••• ' •••• 
2 ... inch meter ••••••••••••••••••• ' ••• , ........... ' __ • 
3-inch moter ••••••• e".,.. ••••••••••••••••••.•• ' .... . 
4-ineh meter. ' ................................... . 
S-ineh meter ••••••••••••••.••••• " •• ,._" ..... ~ ...... ,., 
6 .... inch ~ meter ••• a-a ........ ,...' ••••••.••••••• .- .'.'. '.: ... 

S-inch mete r ....................... " ••••••• ' •• ' .•.•••.• 

1.50, 
, 2.l0 
~.60 
5.40 
7.20 
9.60 

14.40 
22'.00 

Quantity &tcs: 

For t.he firzt 3,000 cubic teet, per lOO cu.ft ....... $ 0.275, 
For the nex!;. 27,000 cubic, feet, perlCO cu • .t"t...... 0.260 
For olll' over 30,000 cu'bic feet, per lCO cu.i't ••••• ~ 0.20$ 

, 

The Service Cha~ge 13 a rcadine3s-to-sorve charge 
to apply to all metered :).orvicc a%X!. t.o ... thich is to 
be a.dded. t;hl!: monthly charge computed at t.he Qwmtity 
Rates. 

EXHIBIT A 
Page l' ot 2 

• 

, 
, 

'I 

" 
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APPLICABILITY' 

Schedule ,No .. 2 

Mt1N1CIPAL FIRE H'fDRANT SERVICE _ .....,;,;,,;..0.;;.;0. ..... ;;,0_--..... 

Applicable to all water service rendered to cunieipal !ire hydrants .. 

TERRITORY 

In the City o! San Y..ateo" San ¥oatco County .. 

RATES Per Hydrant 
Per !>tj'onth 

For !ire hyd:rant= owned by th() City .............................. $1.00 
For !':irc hY'drant~ owned. by the Utility.................. 1 .. 50' 

EXHIBIT A 
Pa.ge 2 or 2 
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IT IS HEREBY ORDERED as follows: 

1. That ap::?licant is authorized to file in C1uadX"'~plicate with 
this Commission after the effective date of this order in 
conformity with the Commission's General Order No. 96, the 
schedules of rates. shown in Exhibit A atta.ched-hereto and 
on not less than five (5) days' not ice to the. Commission 
and the public to make said rates effective for service 
rendered on and after February 15, 1950. 

2. That applicant is authorized to withdraw and cancel exist­
ing rate schedules superseded by the schedules hereinabove 
authorized, concurrently 'With ,the filing thereof •. 

3. That applicant within forty (40) days from: the effective' 
date of th is order shall file with th is Commissi on four 
sets or a suitable map or sketch dra....n to an indicat cd 
scale upon a sheet $~ x 11 inches in 51 ze,_ delineating 
thereupon by distinctive markings the bounciary or appli­
car..t 's present service area and the location .. thereof with 
rcf4!!rence to the immediate surrounding terri tory provided, 
however, tha t such filing shall not be construed: as a 
f'inal or conclusive determination or est~blishment of tha 
dedic ated area of servic c or portion the reo!'". 

4.. That applicant within forty (40) days after the effective 
date of this order ShClll file four copie s of a comprehen­
sive :nap drawn to an indicated scale of not less t~an 400-· 
feet to the inch delineatine; by appropri&te markings the 
vClrious tracts of l~nd and terri tory served and the loco.­
tion of various propc~ie s of applicant. 

The effective date of this order shall be twenty (20) days 

;t£. 

l 
Dated at San Frnncisco, ·Calif orniZ. , this /2 'day of' 

__ ...;.(.-.., .;;..:/a:::;,;,.:;~.:;:.a.;..:~ {~tJ""""').,Ioo.l,,,,,,,,/ __ ' 195 o. 

o [' 
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