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Decision No. 79487 

BE:FORE 'n1E PUBLIC 'U"TILITIES· COMMISSION OF 'I'BE S'XATE OF CALIFORNIA 

In the Ma~ter of the Application 
of CALIFORNIA WAtER SERVICE COMPANY, 
a corporation, for an order authoriz­
ing it to increase rates charged 

) 
Application No. 52322 

(Filed November 24, 1970; 
Amended April 7, 1971) 

for water service in the Marysville 
district. 
-- - .. -_.' '-- - ._-- _____________ 1 

McCutchen, Doyle, Brown & Enersen, by A. C~awford 
Greene. Jr .. , Attorney at Law, for California 
Water Service Company, applic4ot. 

30seph L. Heenan, Attorney at Law, for City of 
Mirysv1Ile, protest~nt. 

Mrs. Robert J. Olewine, for herself, interested 
party_ 

William C. Brieca, Attorney at ~~, and ~. E. ~ohn30n, 
for the COmmiSSion st~ff. 

OPINION --------
After notice, public hear1~g in t~is ma:ter was held 

before ExAminer Gilla~dcrson May 27, 1971 ~t Marysville ~nd the 
mAtter submitted. 

Applicant, a Ca11forni~ corporation, seeks authority to 
increase its rates for water service to about 950 metered customers 
and 2,360 flat rate customers in its ~rysville district which 
encomp4sses the City of Marysville and vieinity_ Applicant owns a:d 
operates water systems in 21 operating districts, all of which are 
in California. 
Rates 

The following tabulation compares applicant's present 
and proposed rates for metered water serviee and for residential 
flae ra.te service. 
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A. 52322 HJH/KB 

General Metered Service 

PER METER PER MONTH 

RATES 
Proposed 

Calendar Year 
Sorv:loo CM2:ge: 

Yrcsen.t l~'r l~'~ 

For SI8 Yo 3/4-1ueh meter 
~ fII • 'ill ••• $2.82 $3.44 $3.65 For 3/4-inch meter' ..... ",,, 3 .. 07 3.78 4.02 For l-inc:h meter ••••••• 4.17 5.16 5.48' For 1-1/2-inch meter ••••••• 5 .. 87 7.22 7.67 For 2-inch meter ........ 7 .. 52 9.29 9.86 For 3-inch meter ......... 14.07 17.20 18-.25· For 4-inch meter ••••••• 19,,07 23-.39 24.82 For 6-inch meter 31.07 38.87 41.25· ••••••• For 8-inch meter ...... " 46.07 57.79 61.32' For lO-inch meter ••••••• 57.07 7l~SS 75.92 

Quantity Rate: 

For all wate: delivered, 
$ .. 111 $ .117 per 100 cu. ft ••••••••••••••• 

!he Service Charge is a r~Dd1ness-to-serve charge 
applicable to all ma~~red service 4nd to Which is 
to be added the monthly charge computed 4t the 
Quantity !{Dee!) .. 
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$3.85 
4 .. 24 
5 .. 78· 
8.09 

10.40 
19.25 
26.18: 
43.51 ' . 
64.68' 
80 .. 08 

$ .124 



A. 52322 BJH/I<B 

Residential Flat Rate Service 

'RATES 

For a stngle-family residential 
unit, including premses having 
the followtng area: 

PER SERVICE CONNECTION PER MDNTH· 
Proposed 

Calendar Year 
Present 1971 1972 1973 

6,.000 sq. ft .. or less ••••• $4.57 . ,,$5 .. 61.' 
From 6,.001 to 10,000 sq.£t.. ..... 5.32 6.55 
From lO ,001 to 16,000 sq.ft...... 6.32 7 .. 79' 
From l6,001 tG 25,000 sq.ft •••••• 8.07 9.97 

For each additional single-family 
residential unit on the same 
premises and served from the same 
service connection •••••••••••••• 3.07 

SPEC~ CONDITIONS: 
3.74 

$5.92. 
6.91 
8.22 

10 .. 35, 

3.95 

'. $6-27 
7.32.. .. 
8.71 

11.15 

4.18 

1. The above flat rates apply to service connections, not larger 
than one inch in diameter. 

2. All residential service not covered by the above classification 
will be furnished only on a metered basis. 

3. Meters may be installed at option of utility or customer for 
above classification in which event service thereafter will be 
furnished only on the basis of Schedule No. MR-l, General Metered Service. 

Applicant proposes no changes in rates for private fire 
protectiou and public fire hydrant services and for the service 
discoune to ~ompany em,loyees. 
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R~sults of Operation 
the folowing tabulation compares the estimated slumnary of 

earnings for the test year 1971, under present and proposed rates, 
prepared by the applicant and by the staff: 

SUMMARY OF EARNINGS 

E3t~ted Yoar 1971 

Applicant 
Exceccw 

A'J.'-olicll.nt Esti.rn.o.ted: Stan" EstUnll.t~ : 
: Present : Co • Proposed : Pre3ent : Co • Proposed : 

St..'tffft . ________ I~t~c.m~ ________ :~~B~~t~c~~~: __ ~~~t~o~8~*~:~~~.~t~o~~~: __ ~~~t~c~·~~*_"_~ __ ~~~ __ 

(Dollars in ThousandS) 
Operating Revenues $2:33.8- $285 .. 6 $2:35.3 

Qe~rating Exeen~es 
Oper. & Maint. 92.5 92.5 89.9 
Admin., ~nrl. & Misc. S.l 8.1 7".3 
Taxe~ Other Than Income 37.4 37.4 36.3 
Doprecia.ti~n 26.0 26.0 25.4 
Allocated Common ~·2 23·2 22't SubtotaJ. 187.7 187.7 18l. 
Income Taxes 5.7 32.lk 9.9 

Total Expences 193.4 220.J~ 191.5 

Net Operating Revenues 4.0.4 65.5 4:3.8' 

Depreciated Rate Base m.e m.$ S4.0·5 

Rate of Return 4..63% 7.5l% 5.21% 

(Red Fi~o) 

# At prese~t rates. 
* At com~ mmended proposed 1971 rates. 

Explanation of Differences - Results of Operation 
Direct Operating Expenses 

$287.5 

I 

89~9 
7.3 

36.3 
25.4 
22".7 

18l.6 
36.9 

218.5 

69.0 

840.5· 

8.21% 

$(~) 

2.6 
.8 

l.l , 
.0 

1.0 
6.1 

(4.2) 
1.9 

(~) 

31.3 

(~~. 

: 

The staff has modified applicant's use of a trended "labor 
factor" to exclude retirement and group insurance costs £rom the factor 
si:lce these items are separately estimated and retirement costs will 
henceforth be a general office allocated cxpensc~ Applicant has ap­
plied its" higher labor factor to virtually all categories of expense, 
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whereas the staff has separately analyzed those expenses without sig­
nificant direct l~bor content~ thereby resulting generally in est~tes 
~ower than applicant's. 

The staff has separately estimated the retirement contribu­
tion cost portion of administrative, general and miscellaneous expenses 
and dcter.nined a slightly lower level thereof than applicant. 

The staff's and applicant's est~ates of 1971 direct expenses 
are compared in the following tabulation: 

Op(~ratin~, Maintenance and A&G EXQcr.ses - 1971 Estimated 

: : : Applicant: 
: Applicant: Staff : Exceeds : 

: ______________ ~It~e~m~ ____________ ~:~E~s~t~im~a~t~e~d~:~E~s~t~im~a~tc~d~:~~S~t~a~f~: 
Dollars 'thousands 

operat~ E~ens~s 
Eurc edower 
Payroll 
Uncollectibles 
Postage 
Other 

Subtobl Operating Expenses 

Maintenance Expenses 
Payroll 
Other 

Subtotal ~..ai'O.te'O.ance Expenses 

'Iotal O&!.'1 Exp~ses 

A&G Expenses 
Regulatory Comm. Exp. 
Un~sured losses 
Retir~ent Contributions 
Other 
Dues. and' Donations Adj. 

Subtotal A&G Expenses 

Mise .. Expenses 
Ren1:S 

Iotal O&M, A&G, & Miscello'lneous 

$ 15,.8 
49.2 

~ 11.0 

6.7 
9 .. 8 

11).5 

92.5 

1.0 

~ 5.3 

~:P 
2.0 

100.6 

(Re§ b'l.gure) 

$ 15.9 
48-.8' 

.3 

6.7 
7 .. 7 

I40.4 

8S' .. § 

1.0· 
.l 

1.7 
2 .. 7 

~!J> 
2.0 

97_2 

$~ .• 
0 .. 2 

O .. S 

2.l 
2.1 

.8 

.8 

3 .. 1.;. 

We find that the staff estim:ltes of direct operating expenses are 
reasonable. 
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Taxes Other Than on Income 
'!he major difference between the comp.:my and 'staff for this 

item of expense results from the staff having available and utilizing 
the actual 1970-1971 fiscal year ad valorem taxes ~ assessed, ~hereas 
these amounts were esttmated by the company_ As a result of this 
later information, the staff used the S.'J:%le effective tax rate for both 
~stim.ated years, ~hereQ.S applicant used the past historical upward 
trend, exeended from 1969-1970 UI.x level. vle find that staff estimates 
~d method of computing taxes is reazonable. 

Inco:ne Taxes 

The differences in income taxes as eete:rmincd by the staff 
and company arc the result of differences in estimates of expenses, 
together with differences in income tax depreciation resulting from 
cifferences in plane additions and the staff's use of interest expense 
consistent with the staff's rate of retur.n exhibit in ApplicP-tions 
Nos. 52052-52055. 

Allocated Common Expenses 
The dif:Zerence between the app1iccnt ~d staff estimates of 

total common expense for the test ye~rs is mainly due to the staff's 
more selective use of labor factors. In connection with prior Appli­
cations Nos. 52052~52055, the staff reviewed applicant's allocation 
factors to each district ~d focnd :hat it l"..ad used staff methods .and 
that tb.e factors wer~ reasonable. Staff and applicant's estimates, 
and tile allocations thereof to the Y~rysville District, nre summarized 
as follows: 
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• • 

Allocated Common Expense 

. . Estimated 1970 : Estimated 1~71 .. .. 
: __________ ~I~t~em~ __________ ~:~A~p~p~l~i~c~an==t~:~S~.~:a~f=f~~:~A~p~p~l=l~c~an~t~:~s~·ta~f~f~: 

(Dollars in '.thousands) 
Administrative, General & 

Misc. Exp. $1,118.9 $1,,084.2 $1,207.8 $1,156.7 

Operation and M4intenance 
Expense 499.6 489.4 545.6 523.2 

Taxes, Depree. & Amort. _1;:.;O:.::2:..:.~2 __ -=lO.:.;1::.:.~2=--_--:;;1;:.:;:'-~O.:;... 0;;...... __ 1;;,;0;.,:;9;.,: • ..;,.0 

Total 1,720.7 1,674.8: 1,85·3.4 1,78$.9 

Allocation to the Marysville 
District at 1.27% 21.9 21.3 23.7 22.7 

We find that the staff estimates and methods of c~:npu:ing. allocated 
commOn e:~enses are reasonable. 

R:l~~ Ba=:c 
Net plant additions estimated by the st~ff for 1S71 are lees 

than the e~pany estimate prtmari1y because the staff considered 
applicant's estimated 1971 construction budget 4lS rC~CJ:l.tlble in esti­
mating plant .:ldditions, whereas applicant based pl.Qt.Lt g:r.'owth est:lm.a.tes 
on trending inflation-adjusted past experience. The ct~ff's compu­
tation of working capital differs from applicant's estioete only 
because it includes slightly lower levels of matcri~ls and supplies. 
Applicant's working cash estimate was adopted though sli~tt theoret­
ical differences would result from use of staff revenues and cxr>enses 0 

S:."ff ciepreciation reserves reflect use of 1970 recorded accruals, 
retireoents and adjustments. With the exception of minor staff 
adjU$.t:n~nts in Applications Nos. 52052-52055, the staff has accepted 
."pplic~t's allocation of common utility rate base for its dcve1op~ent 
of the district rate base. The following tabulations show a c¢mpa:ison 
of staff and applicant's estimated plan~ and rate bases: . 
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Estim~ted Average Utility Flint 

.------------------------~----~~~--------~----~~--------: 1970 : 1971 
: ______ ~I~t~em=_ ____________ ~;~A~pp~l~i~,~a~~~f~;~S~t~Quf~f~~;~A~p~~~1~3~~a8~Dt __ ~s~t~R~f~t : 

(Dollars in Thousands) 

Beginning-of-Year Balance $1,179 .. 4 $1,179.4 $1,220.2 $l,191.1 

Gross Additions 48.0 23.5 50.9 32.9 
Retirements & Adjustments 7.2 5.8 7.2 7.2 

Net Addit:ions 40.8 l7.7 43.7 25.7 
Weighted Average Amount 1,202.9 1,l89.6 l,245.3 1,211.9' 

Eseim~ted A~e~age Rate Baces 

· · I~'O . I~iI .. · · . . 
· Item · A12:el. ie§nt : Stati : A:e:el1eane : Stat~ . · · .. 

(Dollars in thousando) 

Utility Plant $1,202.9 $1,189.6 $l,245.3 $1,211.9 
Le~s Adjustments to Plant 73.7 72.4 65·.6 62.6 
Working Capital 20.3 19.0 20.7 22.2 
Undepreciated Rate Base 1,14§:s 1,136·.2 1,200.4" 1,l71.5 
Less Depreciation Reserve 3?9.4 330.6 349'.1 351.0 
De~reciated Rate Base sto . .&. 505 .. 6, 851.3 820.> 
Al oeated Common Rate Base 20.3 20 .. 3 20.5 20 .. 0 

Total Depree. Rate Bese 840.4 825.9 8'71.8: 840.5 

We find that the staff estimates and method~ of detc4~n1ng 
rate bases are reasonable. 
Rate of Return 

In addition to requesting an initial rate increase and 
annual rate increases thereafter for two years to prev2nt attrition 
in the rate of return from operational slippage, applicant re­
quests annual increases of 0.1 percent in the rate of 
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return b~sed on assumed financial slippage in the future. Applicant 
req~ests =ates to produce a rate of return of 7.51 percent for 1971, 
7.61 percent for 1972 and 7.71 percent for 1973, while proposing to 
~intain throughout the period a level of earnings on common equity 
of approximately 11 percent. 

The staff recommends a range of rate of return between 
7.25 and 7~55 percent. The staff concurs in the concept of step 
rates but opposes ste~ rates of return o3sed on financial slip9age 
because of the uncertainty of future interest rates .. 

We recognize that past inflation and ee13ys in effecting 
rate relief support the concept of stcp rates, but such .a mech.:lniem. 
automatically incre",scs inflationary pressures ~lhich work .:!zeinst the 
n3tional, state ~nd local efforts to control inflation. This record 
eocs not contain a prediction of future capital structure, which 
will v~ry with the eynamics of the money market. We will not author­
ize step rates, but we do find reasonable a rate of return of 7.40 \ 
?ercent for the test year. In authorizing a rate of return of 7.40 
pe=cent fo~ the test year, we recognize that there will be operation­
al slippage of ~3 percent over the ye~rs. The rates sho~~ in 
Appendix A attached are designed such that t~c aver~ge rate of 
return for. the future will result in adequate earnings. for the short 
term.. 
Public Presentation 

Two members of the public ~ttended the hearing. The City 
0: YUlrysV"llle opposes the applic.ation as it believes the increases 
requested are excessive. 
Se:-V"l.c:e 

During the year 1970, customer complaints received and 
resolved at the district office totaled 40, of which 35 related to 
taste, odor, color or pressure. No informal complaints were filed 
with the CommiSSion from. c~stomers of the district during the past 
three years. 
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The complaints concerning color were mainly the result of 
fire-flow tests conducted in September, and the other complaints 
were localized, nonrecurring conditions partly resulting from cus­
tomer-owned plumbing. 

Service ;?rovidcd by .o?plicant ir~ Marysville ic sood. 
Findings and Conclusion 

'!he Commission finds t'h:lt: 
1. Applicant is in need of additional revenues, but the pro­

posed rates set forth in the application are excessive. 
2. The staff estimates, previously discussed herein, or oper­

ating revenues, operating expenses, and rate base for the test year 
1971, reaso~bly indicate the results of applicant's operations in 
the near future. 

3. A rate of return of 7.40 percent on the .adopted rate base r 
) 

for the year 1971 is reasonable. Such rate of return combinecl withi 
operational slippage of .3 percent will produce a reasonable average 
rate of return over a short term. 

4. The increases in rates and charges authorized herein are 
justified, the rates and charges authorized herein are reaso~ble, 
and the present rates and charges, insofar as they differ from tho~e 
prescribed herein, are for the future unjust and unreasotulble. 

The =ates authorized herein will ~roduce a reasonable rate 
of return fo~ applicant and are consistent with the purposes of the 
Federal Government's economic stabilization program. No undue 
inflationary pressures will be engendered thereby. 

The Cocmission concludes that the application should be 
g.anted to the extent set forth in the order which follows. 

, ORDER 
--~~ ..... 

IT IS ORDERED that after the effective date of this order 
California Water Service Company is authorized to file the revised 
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rate schedules attached to this order as Appendix A. Such filing 
shall comply with General Order No. 96-A. the effective date of the 
revised schedules shall be four days after the date of filing. The 
revised schedules shall apply only to service rendered on and after 
the effective date thereof. 

The effective date of this order shall be twenty days after 
the date hereof. 

Dated at ____ Sa.n;;.;--._Fr_~_cis_CO ___ , CalifoiItia, this 
I 

day of ----+.DJ:WOOP-!'trI'I-"....-----, 19~/.,/t? ,/? ,. j ""eEMSEIf '1//1/1 
---¥~.~~~~~~~~~~~~~ 

s: 
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APPENDIX A 
Page 1 e! 2 

Schedule No. MR-l 

GENERAl'METEREO SERVICE 

APPLI CABILITY 

T'ERRITORY 

~ville and Vieimty, Yuba. Co\l.ntj". 

RATES 

Service Charge: 

Per Moter 
Per Month 

For s/e x 3/4-1neh meter •••••••••••••••••••••••• $ 
For 3/4-inch meter •••••••••••••••••••••••• 
For l-i:c.ch meter .1# ••••••••• 1# 1# •• , •.•••• 1# .-. 

For l~il:1eh meter .......... 1# •••••• 1# 1# •••• • '_ 

For 2·inch meter •.••••••••••••• _ •••.•.•. 
F~r 3~ineh meter ••••••••••••••••••• ~ •••• 
For 4-inch meter ...... ' ....... ., ........... 1# •• 

For 6 ... ineh meter 1# ••• , 1# III" • 1# ••• ' ............ 1# •• 

r"r s..-ineh meter 1# ••••••••••• 1# 1# ........ 1# III, .. 

For lo-inch meter •••••••••••••••••••••••• 

Quantity Rate: 

For all 'Water delivered, per 100 cu. ft. 

!he Service Charge i~ a. reAdine~s-to-serve 
charge a.pplicable to all metered ser\~cc and 
to which i~ to be added the monthly chArge 
computed a.t the Quantity R3.te~. . 

(I) 
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'APPtICABIUT"l 

APPENDIX A 
Page 2 of 2 

Schedule No. MR-2R 

RESIDENTIAl FtA T RATE $EM CE 

Applica.ble to alJ. resid.ential water service furni~hed on a. nat ra.te bMis. 

TERRITOR'! 

V~e and. v1ein1ty, Yuba. County. 

RATES 

1. For a. singl0-family resid.ential 
unit, inelud.1ng premises having 
the follo~g area: 

Per Service Connection 
Per Month 

6,000 sq. ft. or 1es~ 
From 6,(')01 to 10,000 sq. ft. 
From 10,001 to 16,000 !q,. ft. 
F'Mm 16,001 to 25,000 sq .. ft. 

...................... .- ...... ~ .......... . 

.................... 

........•.....•.•... 
a. For each additional single-fllmily 

reSidential unit on the same p~mi,e:5 
and. served. b'om the same service 
connection .......... ., ........ ,. ......... ' ............ 41 • 41 ..... . 

SPECIAt CONDITIONS·: 

$ 5.J.,.5 1\ (I) 
6.35 
7.55 i 
9·65 : 

! 

3.65 ~I) 

1. The above flat rates apply to service conneetio~ not larger than one 
inch in diameter. 

2.. All residential service not covered b.1 the above c~sitieation will 
be furnished only on a metered bASi:. 

~. Meters maybe inztallod at option of utility or ~tomor for abovo 
classification in which event service thereafter will be furnished o~ on the 
basio or Schedu1e No. MR-1, Genern.l Metered Service .. 


