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Dee1s1onNo. 79489 @\ffiu@tl~~l 
BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STArE OF CALIFORNIA 

In the Matter of the Ap~lic4~ion of ) 
CALIFORNIA WATER SERVICE CO~~ANY, a ) 
cOrporation, for an order euthoriz- ) 
ing it to increase rat~s cr~~ged l 
£o~ water service in the Livermore 
dist-r1ct. 

OPINION ........ ----_ ... 

AppliC:ltion No. 52052 
Petition for Modi:ication 

(Filed July 22, 19"71) 

This is a request of the C~liforniA Water ServiceComp~ny 
for xr.od'ff1.~A.t1on of Deeision No. 78789 (A.520S2), dated June 15, 
1971, which author1z~d the applicant to increase rates cr~r8cd for 
water service in its Livermore District. Seid increased r.ates 
became effective for service on a~d after J~ly 10, 1971. Applicant 
re~ues~c said deciSion be modified to euthorize further 1ncre~ses 
for water service in se1d district on Janusry 1, 1972, and Januury 1, 
lS73. Applicnnt's position being based only on evidence now in the 
recoro and on COmmission deCiSions, relief is requested ex parte. 

Applicant states that in Decision No. 78789 (the Decision) 
a rate of return of 7.55 percent on the ~Qopted rate base for 1971 
~~s found reasonable, that applicant neither takes e~ception to· 
t~a~ finding no~ to ~ny oth2r finding o~ tnc Commiseion in the Deci-
sion but that &?plicant doea teke exception to the CommissionTs 
f~ilu=e to take into cons1de~ation in esteblishing the existing 
schedules applicant's operational decline 1~ rate of return which 
~~s demonstrated in the testimony and exh::'bits in this proceeding. 
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Applic~nt relies on Decision No. 76607 (A.51077), dateQ 
Dcecmbc~ 23, 1969, which authorized a stepped progression of in-
c:eased rates in applic~nt's Selma District and on 18 decisions pre-
ceding the Se~ decision which 1neluded allowances for an opera-
tional decline in the rate of return in various of applicant's 
districts. 

Applicant, in this application, initially requested peri-
odic increases in rates which would compensate it for projected 
decline in the r~te of re~urn because of operational factors ana 
because of projected financial decline attributable to :Lncre~ses in 
the cost of money. '!his request for modification of the decision 
is conc~=ned only with operational decline, or slippage, of the 
rate of return. 

Exclusive of the allowance for financial decline, .app11-
ca~t requested initi~lly in this proceeding a rat~ of return of 
7.5 percent in each year through 1973. Toe sU!f::: recommended 3 

range in the rate of return between 7.25 and 7.55 percent. In the 
decision the Commission found reasonable a rate of return of 7.55 
pe=ccnt for the test year 1971. 

In the decision the Commission commented: 
"It appea:::s trutt applicant's methoC: of ttakir,g 
expense estimates, which it bas used ~ny years 
for budg~t~ry and regulatory purposes, yields 
consisten~ly inflated results w~ich ~y be ~~
propriat~ for c budget but ere not suffici~ntly 
cceurate and indicative of £~t~~e o?cr:ting 
expectations to justify tha use of the method 
as ~ b~sis of fixing rates to be ?aid by the 
public .. " 
In this proceeding applic~nt has not convincingly deoon-

str~ted the reasonableness of its projected futu=e operating results. 
Nevertheless, in the decision, the Commission fo~nd reasonable for 
the test year the upper limit of the range of rate of return r~com
mended by the staff, which we .found reesonablo for the foreseeable 
future. Said rate of return included an allow~nce for specul~-
tive future decline in the rate of'return. The eonsolidation of the 
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rate of ~eturn found reasonable for the test period and the allow-
ance for decline in the return resulted from the infirmities of ~his 
record. Xo eliminate confusion, for ~he purpose of this proceeding, 
we will separately state the reasonable rate of return and the rea-
sonable allowance for future decline in the rate of return. 
Findings nnd Conclusion 

We find that: 
1. Applicant has not· convincingly demonstrated the reasonable-

ness of its future operating results. 
2~ A r.ate of return of 7.40 percent is reasonable for appli-

cant's operation in the test year and .30 percent is a reasonable 
additional allowance for any decline in the rate of return in the 
near future. 

S. The rates and charges authorized herein are reasonable, 
and the present rates ~nd charges, insofar as they differ from those 
prescribed herein are for the future unjust and unreasonable. 

We conclude that applicant's request for s~ep rates for 
the years 1972 and 1973 should be denied, but thet the rates author-
ized should be modified to reflect the rate of return found reason-
able herein. 

!l1C rates authorized in this proceeding are within the 
zone of reaso~bleness. Such rates are consistent with the Federal 
Government's economic stabilization program and, in our opinion, 
~~ll not engender undue inflationary pressures. 

ORDER - .... ----
IT IS ORDERED that ~=ter the effective date of this orde~ 

California Water Service Company is authorized to file the revised 
rate schedules attached to this order as Appe~d~~ A. Such filing 
shall comply with General Order No. 96-A. The effective date of the 
revised schedule shall be four clays after the date of filing. 
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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 San Fr!.nclac:!o , California,. this ..fI/.?i day of 
DECEMS~R 1971. 
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APPE!:DIX A 

Schedule No. lV-l 

APPLICABILITY 

Applicable to ill metered water ~orv1ce. 

TERRITORY 

Livermore and vicinity" Alameda County. 

RATES 

Quantity &.te: 

For all water delivered ~r 100 cu.1"t. ............. 
$()rvice ChArge: 

For 5/s x 314-inch meter 
For 314-ineh meter 
For l-inch meter 
For l~L~chmoter 
For 2-inch meter 
For 3-inch meter 
For 4-inch moter 
For 6-inch meter 
For S-inch metor 
For 10-inch meter 

........................... ........................... .....................•..... 
~ ......................... . ........................... 
.••..••••.................. ........................... ........................... ........................... .........................•. 

The Service Chargo is a readines3-to-~erve 
charge to which 1, to be added the monthly 
charge computed a.t the Q~tit1 Rat~. 

Per Meter 
Per Iofonth 

$ 0.306 

$ 2.95 
3.25 
4.40 
6.20 
7.95 

14.75 
20 •. 00' 
33.30 
49.50 
61.00 
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