
Dccis ion No. __ 6;;.,7---.0;2 ... 6...,3,,--_ 

13EFOr'..z n:iE PtmLIC UTILI'rIES CO~SSION OF 'I'HE S'rA'IE OF CALIFORNIA 

In the MDttc~ of the Applie~tion of ) 
CALIFORNIA v1ATER SERVICE COMPANY, a ) 
corporation, for an order ~uthorizing ) 
it to increase rates charged for ) 
water service in the Livermore 
district. 

Application No. 45453 
(Filed May 21, 19(3) 

McCutchen,. Doy-lc, Brown, 'r:rautt:uln & Encrsen, 
by A. Crawford Greene= Jr., for app1ic.:lnt. 

City of LiverQore, by D3ni~1 J~ tee, 
interested p3~y. 

Cy;il M. Saroyan, for the Coocisaion staff. 

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

Public hearing in this ~tter was held before Exa~ner 
1/ 

E~erson on Decccber 20, 1963, .at Livermore.- No person appeared at 

the bearing to protest applicant's rate proposal or otherwise coocent 

upon applicant's operations or service. 
y 

In the last rate proceeoing in this district the Comcis-

sion found that the increase in rates therein authorized would yield 

applicant a :rate of return of 6~ percent on the basis of the 

Coocission's adopted results for the estimated year 1960. According 

to applicant, it failed to rca1iz~ a return even approachin~ the 

authorizco level. In 1961 its Livermore district rate- of return 

was 5.34 percent and in 1962 the return was only 4.96 percent when 

1/ The record in Application No~ 45452, pertaining to applicant's 
Visalia district, is part of this record by reference. 

11 Applicat~on No. 41387, in which Decisions NOG. 612Cl~ and 61337 
were issued in Dccecber lS60 and in January 1961. 
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adjusted for tbe investcent tax eredito Applicant therefore seeks 

to inerease rates in this proceeding to a level which will produce 

the 6~ percent return to which tbe Cocoission has heretofore found 

it to be entitled. 

The various factors which in the p~st have 3dversely 

~ffected applicant's earnings in Livermore continue to do so. 

Applicant points out that ad valorem taxes for the fiscal year 

1962-1963 were $66,000, or double the taxes for the fiscal year 

1959-1960, and that d~~ng the three-year period utility plant 

increased by over 58 percent to reacb a total of $2,534,000 in 1962. 

Over 600 new custoccrs were added during the same period at average 

per customer costs which were 12 percent zreater than those 

experienced in January 19600 Adding to present as well as future 

expenses are the inc::eased costs of purchasing Zone 7 water of the 

Alameda County Flood Control and Conservation District, such 

purchased water being necessitated by tbe fact that withdrawal of 

underground waters £ro~ the Livermore basin has reacbed its limit 

so that applicant eannot increase its supply of water by increased 

puopine fr~ the basin. 

~?,licant proposes to increase its general metered water 

rates so as to produce a gross revenue increase of $84,000, or about 

17 percent, annually. For the usual 5/S x 3/4-ineh residential 

~eter the pr~sent rate is $2.10 per month plus a charge of l~ cent~ 

per 100 cubic feet of wa~er delivered. The proposed rate is $2.40 

per month plus 22 cents per 100 cubic feet of water delivered. 
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111C evidcnce respecting applicant's esti~ted 1964 

c~rninss in the Livermore district, ~s presented by applicant and 

by the Co~ssion staff, is summarized in the followins tabulation. 

SUMMARY OF EARNINGS 
Estieatcd Yea% 1964 

At Present Water Rates 

Item 

Operating Revenues 

Operating Expepses: 
nefore taxes and depreciation 
Taxes, ot'J:.er than income 
InCOl;lC taxes 
Depreciation 

Total Operating Expenses 

Net Revenue 

Rate tase (depreciated) 

Rate of Return 

At Applicant's Proposed Rates 

Item -
Operating Revenues 
Operating Expenses: 

Before taxes and depreciation 
Taxes, other than incoce 
Inco~ taxes 
D~reciation 

Total Operating Expenses 

Net Revenue 

Rate tase (depreciated) 

Rate of Return 

AEElieant 

$ 486',200 

242,.800 
84··300 .>, 
14,.000 
6O:zOOO 

401,:r®' 

85·,100 

1,883~, 700 

4c>5ZI. 

A'P2licant 

$ 570,.200 

242 SOO ,. 
85,,100 
59,500 
60,zOOO 

447. ,?.t{J15 

122' aoo ~ 

1,883",700 

6.52% 

CPOC Staff 

$ 490,800 

225,200 
81,000 
27,200 
60 500 

3§$:966 
96,900 

1,870,700 

5'018'1. 

CPUC Staff 

$ 575,100 

225,200 
81,800 
72,800 
60 z500 
446,30~ 

134,800 

1,870,700 

7.,2l% 

With respect to revenues, the history of customer growth 

and the fact that the Commission staff had more recent customer 

data available to it than applicant had supports the staff es~imate~ 

The Co~ission finds that the revenue esti~te of the staff is fair 

and reasonable. 
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With ~cspect to expenses (other than taxes and deprecia

tion) the staff disagrees with applicant's estimates in numerous 

instanc~s. The major it~ of Q.is~ere~ent, however, stem from the 

new source of water which applicant is bound by contract to use, 

differing estimates of operation and maintenance labor, and from 

differing allocations of general expenses. 

As above mentioned, applicant must utilize purchased 

w3tcr and must limt its use of pumped water. 'the respective 

amounts from these two sources may fluctuate but it is generally 

agreed that eS$~ntially all water for new or increased usages must 

co~e from the purchased source. Differences in esti~tes of the 

respective costs have arisen from analyses of both historic and 

current data made in good faitb by the respective engineers of 

applicant and the Commission staff. The staff engineer believes 

that the water table will riSe as the conservation district re

charges the underzround basin. Applicant's engineer believes little 

if any improv~t will be realized in the areas whe~e ~pplican~ 

has wells and points out that the recharging waters are affecting 

the water table 6 to a 'Ciles west of the wells:p on the opposite 

side of an underground barrier. !his testimony and the past histo~J 

of water development (3 exploratory wells ~nd 1 boron producing well 

have proved to be useless in the last 3 years), coupled wlth 

tes~imony respecting growth and increased usagc of water are 

convincing ~hat applicant's estimates in such regard are fair and 

reasonable for the ratc~king purposes of this proceedinge 

The staff estimate of the labor component of Livermore 

district o,eration ~nd ~intenance work is lower than ~pplicant's 

est~tc~ In addition to the influence of pumping on such costs 

(applicant operates and m3intai~ a filtration plant, booster pumps 
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and 13 wells together with a l~rse storase reservoir and numerous 

tanks), this expense is affected by the ~mount of street and bighw~y 

work ordered by governmental bo~ie$. In the Livermore district, 

such street work is increasing both in frequency and extent. In 

view of the testimony on these elcQents of operatin3 expenses, the 

Comcission finds applicant's e~ttmates in sueh regard to be fair and 

reasonable. 

v7ith respect to the expenses of preparing and prosecuting 

this rate case, the staff allowed $2,800, which it then prorated over 

a four-year period. Applicant claims costs of $5,100, wbich it has 

prorated over a three-year period. !be allocated expens,es of 

applicant's general office, as estimated by the staff, are $l,500 

less than the amount claimed by applicant. The Commission finds 

that, ~n v~cw of the evidenee thereon and in conso~ance with the 

treatment aecorded pension or rctirccent costs in applieant's other 

operating distriC'i:s, applieant's estim<:ltes of these items of expe:lSC 

arc fair and reasonable for rate-~~ng purposes. 

Wieh respece to utility pl~nt ~nd rate base ealculations, 

the staff bad ehe benefit of later construction information and 

revised 1964 budget items of plant additions than h~d appli¢ant ~hcn 

its estimates were prepared. Although some of the differences 

contributing to the difference in r~te base are attributable to the 

respective ~thods used in we~~1tinz the additions, the differences 

in such respect appear to be of little overall significance. In 

view of the evidence the Commission finds that a 1964 test year rate 

base of $1,870,700, as developed by the staff, is fair and reasonable o 

To sl.llllI:larize, the CoIllQission finds that the below 

tabulated amounts, including taxes computed on the basis of the 
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foregoing findings, fairly repre~ent prospective ea=nings in 

applicant'::: Livercore dist-rie1: for the test year lSG4;, under cxisti'.Og 

and proposed water rates. 

We aleo ta~e official notice of toe reduction in Feder~l 

inco~c taxes signed in~~ law on 7ebr~ary 26, 1964. Tbese reeuction$ 

are :reflected in t:-:o adopted results .:It the t~x rate to be 

effective ~or t~c yc~~ 19S5~ 
) 

ADOPTED EARN!NGS RES~'1.TS - Fr..ESENT AND PROPOSED RATES 
Ecti~tea Year ~4 

Item. -
Operating Revenues 

Operating Expenses: 
Defore taxes an~ depreciation 
Taxes, oth~r than income 
Incot!:c t;J.XCS 
Dep:eciation 

!otal Ope:ati:g Expenses 

Net Revenue 

Rat~ Base (depreciated) 

Rate of Return 

$. 490,800 

2L~2 .. ~~O 
Sl~000 
15'700 
50:500 

t~OO'~"'O'O'O 

90,800 

1,370,700 

4.351. 

Pro'Dosed Rates 

$ 575,100 

2L!.~ .. S00 
3:t:CCO 
5B~600 "'" 
60~SOO 

z;l;J!, ~O ....." 

132,200 ~ 

1,870,700 

7.07% t/ 

The evidence demonstrates, as the above tabulation 

illus~rates, that applicQ~t is in need of and is entitled to 

inc~eased :cvenucs o Th~ evidence also dcmo~tr~tes that earnings 

in the Livermore district have declined by about O~4 percent per 

year since the J.~st rate proceec1:!.nzo When such average decline i$ 

taken into eonsidera~ion) together with the f~ct that increased 

water rates will not be ~de effective for the full year 1964, it 

is a~parent that ~pplicant will cam 3 rate of retu~~ of no more ~ 

th~ 6$5i. under the water rates which it bas proposed, and the 

Co~ssion finds sueh rate of return to be reasonable. 
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!he Co~ssion f~n~s that the increases in rates 

~uthorizcd herein are jus~i~icd ancl that existins rates, insofar as 

they differ from those authorized herein, are fo= the future unjust 

and u=.rcasoncb1c~ 

In ~~aw of t~~ evidence and the findings thereon which 

~re hereinabove cet fortb) the Commission concludes that appli

c~ntfs rate request should be granted. 

ORDER 
~~~--

IT IS ORDERED that: 

l. Cal~fo=nia Water Service Company is authorized to file 

with thic Commission, on or ~fter the effective date of this order 

and in c~nformity with the ,rovisions of General Order No. 96-A, 

on not less than five days' notice to the public and to thiz 

Co~ssion) to make s~ch rate schedule cf:cetivc f~~ i.crv;.cc 

rc~clcred in its Livermore district on and after June 16, 1964. 

2. v1ithin sixty days following the effective date of this 

ordc~, ~,p1ic~r.~ shall f:ile with this Commission four copies of 

a com,reh~sivc map of its Livermore district, drawn to an indicated 

scale of not more th~n l,OOO feet to the inch, del~ne3t~ng by· 

~pp:opriate ~rkings tb~ varlou$ t:aeto of. lan~ ar.~ tc~:i~ory 
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=erved; the ,rincip~l woter p=od~ct~on, ct~ra3e ~ncl distri~ut~on 

£acilitic:;; and the J .. ocatio'!"l. of ~l,c variou~ 't-7Dtcr sy=tem properties 

of a??licant ... 

Tl,e effective dat~ of this order shall be ten ~·s ~ 
ef~e~ tb~ date hereof. 

day of 

Dated. .at So.n Fra.neiseo 

~ , 1964. 

, Califoinic, this ~~~ 



APPh'NDIX A 

Schedule No. LV-l 

CID8RAt METE?.ED SERVICE 

A.??LICAB ItIT"1 

Applicable to :::.ll metered. water service .. 

TERRITORY 

Livormore and vicinity 1 .Al::unedA County. 

Q\:,o.ntity ~~: 

Por Meter 
Per l~onth 

For all w~ter delivered per 100 cu.!t. •••••••••• $ 0.22 (I) 

Service Ch.-"-%"ge: 

For S/8 x 3ft~-1nch meter •••• , ••••••••••••••••••• 
~or 3/4-~-Ah -~·~r • ~w •• ~~ ••••••••••••••••••••••• ~ 

For l-inch motor •••••• ~ •••••.•• _ ••.••.•• 
For l?~-inch meter •••••••••••••••••••••••• 
For 2-1neh met~r •••••••••••••••••• ' •••••• 
For 3-inch motor •••••••••••••••••••••••• 
For u-ixleh met,er •••• ' ••••••• ., ••••••••••• _ 
For 6-inch meter ............................... .. 
For a-inch meter •••••••••••••••••••••••• 
For 10-inch meter ................................ ,.. e •• 

'the Service ChArge iz a rea&css-t¢-serve 
chugc 'to which is to be 3.d.d".)d the mcnthly 
chnrge computod ~t tho QuQntity BAte. 

$ 2.40 
2.6$ 
3.60 
s.oo 
6.$0 

l2 .. 00 
16.00 
27.00 
40 .. 00 
so.OO 

(I) 
I 

I 
(i) 

(I) 
I 

I 
(I) 

(T) 
I 

(1') 


