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Decision No. __ 7..&..O:39;.;::;.;;;84~ 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE, STATE OF CALIFORNIA 

In the Matter of the App11cat1onof ' ~ 
Cr'U.IFOIUrJA WATER SERVICE COMPANY ~ a 
corporation, for an. order authorizing 
it to: increase rates; charged for. wa~er 
service in the Broadmoor district .. 

Application" No. 49839 
(Filed December 4,. 1~67) 

McCutchen, Doyle, Brown & Enersen, by 
A. CrawiordCreene z Jr .. ,. for applieant. 

'William C. Br1eca. Counsel, for the 
eoiiiiliission staIf .. 

Q.!l!!Q! 

Applicant California Water Serviee' Company seeks authority 

to increase rates for water service. in its Broadmoor .. district.;. 

Publie hearing was· held before Examiner Catey in San 
:.\,",,' ,"-', . 

~ • "i",,-,(~" . 

Franeisco on Mar,.:i.;i, 1Z; l~6;~i~;:;" Copies of the application had. been 
;,.~: \~:.:~>. :~"':?~'" . , . 

served and not~:~::·(;£"J~le.aring had been published and. posted~: in' 
i? ' j~'"~;:~'~i~' . 

aeeordance with 6~$;'Commiss1out s rules of proeedure. The matter 
~ ~.. / 

. 1'1'1',' " .• ,' 

was subm!tted or.< March 12, 1968, sub-ject to receipt of a late-filed' 

"document.. !batdoeumene has been received. 
1/ 

Testimony on behalf of applicant was presented~ bY'i.ts 

president~ its vice-president and his assistant, and its general 
1/ ....... '. , 

manager. The Commission staff presentation-was made through two-

accountants and two engineers. 

1/ ,T.estimony relating to overa11 eompany operations had been pre ... 
sented by witnesses for applicant and thc'staff in'Applications 
Nos. 49443 and 49837 ~ the Salinas and Bear Gulch Districts rate 
proceedings. 'I:his testimony was incorporated by reference in' 
Application No.. 49839'., . . ' 
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Service Area and Water System 

Applicant owns and operates water syste~ tn twenty-one 

districts in California. Its Broadmoor district includes a, section 

of unincorporated area of ,San Mateo Couney between the cities- of 

Colma and Daly City. '.the service area slopes from 160 feet'to 

approximately 400, feet above s~a level. Total population served in 
"', ~ 

the district is estimated at 6,100 .. 

The entire supply for this district is purchased fro'Cl ,tb.e 

San Francisco Water Department (SFWD), through two separate eOtllleC

tions to SFWD's pipelines. The distribution system includes about 

15 miles of distribution mains, ranging in size up, to S-i.lleh .. 

There are about 1,600 metered services, four private fire protection 

services and 100 public fire hydrants. A storage tank and' a booster 

pump with associated hydropneumat1c tank maintain system pressure 

and provide storage in two- separate pressure zones. !be booster', 
. . 

pump bas an electric motor and provision for emergency connection 

to one of three portable, gasoline-powered pttmps normally stationed 

in nearby districts. 

A field investigation of applicant's' operatior~, service 

and facilities in its Broadmoor dist7'ictwas made by the Commission 

staff. In general, the plant was found to be well constructed .and 

in good operating condition. No informal complaints have-been 

registered'with the Commission for the past three years. Astaff 

review of customer, complaints in applicant r s files showed that ~ 0::1. 

the average, about one complaint per month hadbeell reeeived by 

.applicant. Most of these· related to temporary condit:tons ofd~ty 
',' 

or rusty wa.ter ~ some of which resulted from the' customers' . O~ 

pipillg. 
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R.at~s 

Apt>licant's present tariffs include schedules for .. general 

metered servi.ce" private fire protection service, public fire 

hyc:lrant service and service to company employees.. The present rates 

became effective tn 1961~ 

Applicant proposes to increase its rates for general 

metered service. there are no proposed cbangesin the other 

schedules.. The following Table I presents a comparison of. appli

cant t s present general metered service rates and those . req,uestedby 

appl:lcant~ 

TABLE I 

COMPARISON OF MONTHLY RATES 

General Metered Service 

Service Cbarge* 

Quantity Rate" per 100 eu~ft .. 

Present Rates Proposed Itates 

$2.05$2 .. 3.> 

0.350 .. 396, 

* Service charge fora 5/8 x 3/4-inch 
meter. A graduated scale of increased 
charges is provided for larger meters~ 

Resu1ts of Operation· 

Witnesses for applicant and the Commission staff have 

analyzed and estimated applicant's operational results. Summarized 

in Table 11" from the staff's Exhibit No.8 (modified to reflect 

the testimony of a staff engineer as to the effect· of a recently 

negotiated wage actjusODent) and applicant's Exhibit No.· 4 are the- : 

estimated results of operation for the test year 1968, under 

pr~$ent rates and under those. proposed by applicant. 
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., 
TABl.E II' 

ESTIMATED RESC'LTS OF OPERATION, TEST YEAR. , 19'68, 

Item -
At Present:, Rates 

Operating. Revenues 
Deductions 
Net, Revenue 
Rate Base 
Rate of 'Return 

At Rates Proposed by Applicant 

Operating 'Revenues 
Deductions " 
Net·"Revenue 
Rate-Base 
Rate of Return 

Staff 

$l40~,300 
119 700 >-

20;,600, 
405~900' 

S~07%, 

$158,~ 900· , 
129 300" 

29;600 ' 
405)900, 

7.29% 

$15g:~.900 
129'600\ .. ) '" 

29:,.300' 
40S,.SOO; , 

7.1T'1c.,' ,', 

From Table II it can be determined that the rates re~ue$ted 

by applicant will result in an increase of 13 percent in ope:::at:tng 

revenues .. 

The differences between the estimates presented by ap?li

cant and those presented by the Commission staff are in operating 

expenses and rate base. As hereinafter discussed,the rete of 

return is not excessive under either applicant's or the staff's 

estimates,:when the apparent fueure trend in rate of return is 

considered;, so there is no need to discuss or 'resolve" the ,d:tf'

fereuces. 

Rate of Reto.:zrn 

In the three recent rate proceedings involving applicant t s 

Salinas, Visalia and Hermosa-Redondo districts;, the Commission found 

that .!lXl. average rate of return of 6 .. 6 percent over the next three 

years is reasonable for applicant's operatiOtJs. In Exhibit No ... 7~ 

the staf: :::ecom:::1ends as reasonable .a rsnge of rates·· of return~· ti."te 

midpoint of which' is &:,.65 percent, reflectiDg the higher interest· 
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" 

rate on ap?licant' s debt financing s:[nce the previous procecdings~ 

Applicant asks that eonsideration be given to the rate of return 

likely to be realized ever a five-year future peri.od .. , 

Applicant's estimates for the test years 1967 and 1968 

indicate an annual decline of 0.54 perce:u: in rate of re~ at 

proposed rates. The staff t s estimates~ including the effect o£a 

1968 wage increase, show an axmual decline of 0 ~ 62 percent at 

proposed rates. 

The comparative rates of return for two successive test 
, ., 

years ~ or for a series of recorded ye.m:s, are' i't'ldicat:ive of the 

future trend in rate of return only if the rates of change of major 

individual components of revenues~ expenses and rate base: in the 

test years, or recorded years, are reasonably indicative of the-. 

future trend of those items. Distortions caused' by abnormal, 

nonrecurring or sporadically recurring changes in revenues, expenses, 

or rate base items must be' avoided to provide ava11dbasis for' 

projection of the anticipated future treIld in rate of return. 

As an indication of the reasonableness of, the trend in 

rate of return derived from the test yeus lS67 and 1968, applicant 

prepared Exhibit NO'. 5, a comprehensive analysis of the many changes 

in recorded items of revenues, expenses and rate base during· the 

years 1961 through 1966. Applicant .analyzed and' evaluated ci.:ts ... 

tortions during those years caased by changes in (1) its own water 

rates, (2) wholesale rates it pays to SFWD~ and (3) income tax ra.tes 

and allowances. 

Exhibit No.5 shows that,e1:imil:tatingtheeffects of . 

wa-eer and income tax rate changes, the average 3Dlltl.8;ldeeliriei'C. 

rate of return during the period from l.961 1:hro~gh 19~6- wouldba:vc . 
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been 0.55 percent at applicant's present water. ratesand"cven ' 

greater at its proposed rates~ 

There is no reason to believe that the tre~d in rate of 

ret:urn will level off in the next: few years to less than the 0.54 

percent per year ind'icated by applicant's estimates for the ,test 

years 1967 and 1968. 
, 

In most of the recentdeeisioas in rate proceedings 

involving, other districts of applicant ~ the apparent future trend 

in rate of return has been offset by the authorization of a level 

of rates to remain in effect for several years and designed to 

produce ~ on the average over that period~ the rate of return found 

reasonable. In one decision,. a somewhat differe:lt method· of 

offsett~ the trend was the authorization of rate increases' in 

several annual steps designed to produce in each year rather than 

on the average,. the rate of return found reasonable. Either 

approach should achieve the desired result. 

In the current proeeed!ng~ the staff recQmtllends that) 

should the Cotmnission authorize step-type increases,. th~ n~er of 

steps be- limited to two and the second step be authorized by 

supplemental order or resolution after further sho'W'ing by applica:IJ.t:. 

Applicant contends that the del.ay iDheren.t in the accumulation,. 

presentation and review of additional data could result in a lower 
, -

actual rate of return than is found reason.a.b-le.. !he single-step 

increase utilized for most of applicant's other districts is 

adopted for this proceeding. 

'.the rate- increase authorized herein will not be ~effeet; 

for about the first one-third of the year 1968. With the indicated 

!-uture trend in rate of return,. the 7.17 'to 7 .29 perce:'!t return ' 
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under applicant's proposed rates for the test year 1968 should 

produce an average rate of ret'crn of 6.7' percent'forthenextthree 

years. 

Findings and Conclusion 

the Commission finds that: 

1. Applicant is in need of additional revenues. 

2. !be estimates presented by applicant and by the Commis

sion sta£f" of operating revenues~ operat:!ng expenses and rate base 

for the test year 1963" and an annual decline of. 0 .. 54 percent in 

rate of return. reasonably indicate the .probable range of results 

of applicant's operations for the near future. 

3. An average rate ofret\lrn of 6. 7~ percent on applie.:m.t f $ 

rate base for the next three years is reasonable oF 

4. The increases in rates and charges authorized herein are 

justified; the rates and charges authorized herein are reasonable; 

and the present rates and charges" insofar as they differ from 

those prescribed herein" are for tile future unj.ust and unreasonable .. 

The Commission concludes that the application should be 

granted. 

ORDER. 
~- .... -~ 

IT IS ORDERED that" after the effective date of this 

order, applicant California Water Service Company is authorized to 

file for its Broadmoor district the revised rate schedule attached 

to this order as Appendix A. Such filing shall comply 'With Gener.:l 

Order No. 96-A... the effective date of the re".rised schedu.lesb.al1 
. ". \ 
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be four days after the date of filing. The revised schedule-shall 

a,plyonly to service rendered on and after the effective-date 

thereof. 

the effective daeeof this order shall be twenty daYs 

after the date bereof. 

Dated at _..A:SlA.an~Frn~nOliOlcilOal¥QIiiW.-____ > Californ1a~ this 

!~-4J day of 
j 

.1' 
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APPENDIX A 

Schedule No. BD-l 

GENERr-.L'ME'l'ERb"'D SERVICE 

APPLICABILITY 

Appliea.ble to all metered 'W'8.ter service. 

lE!@ITORY 

BtoaCluoor ~ viein1t;r, adj.o.centto· De.ly. City ~ Sa.:!. Mateo 
CountY'-

Serv:tee Charge: 

Per' Meter . 
Per Month.' 

For S/S·x 3/4-:inch meter ..... ~ ••••• ~ •••••••• H ... $ 2.35· 
For 3/t.-5.Jleh meter .......... •••••••• ....... 2.60> 
For l-1:c.ch meter .............. •.•• ............ 3.50'· 
For l-l/2-:inehmeter ............................... 4.95-
For 2-1nch :leter ................................ 6 .. 3$ . 
For 3-ineh. meter ...................... ~ .~~. 11.75 
For 4-ineh. meter ........... ~........... •••••••• 16.00·: 
For 6-inCh meter .' ••• ' •.•••••.••• ,.,.,.' ... , •.• ' • ., .•• ',,: 27.00~' 
For 8.-ineh meter ...... ~ ••• _................... .39'.00: 
For lO-:1nch meter ..................................... ';'..49.00' 

Quantity Rate: 

(I) 

For all 'W8.terdel1veredl' perlOOeu.!t ••• ..,.... $.0.396 (r) 

The Service Charge is a readinc:sa-te-serve 
eharge applicable to. all metered. service and· 
to .... hich; is to be added. the :c.onthly charge 
computed'at the Quant1ty.Ra.te .. 


