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Decision No. 79923 
----------------

BEFORE mE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

In the Matter of the Application of ) 
CALIFORNIA WATER. SERVICE COMP.AN'l, a ~ 
cOrporation, for an order authorizing 
it to increase rates charged for water 
serviee in the South San'~'rane1$oo ~ 
district. ) 

Application No. 52877 
(Filed September 21, 1971; 
Amended J' anuary 7, 1972) 

McCutcheon, Doyle, Brown & Emerson, by 
A. Cra~ord Greene, Attorney at Law, for 
californIa Water Service Company, applicant. 

William C. BrlCCc!l, Attorney at Law, .and John E. 
Brown, for the Commission staff. 

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

On September 21, 1971, applicant Califorru.a Water Service 
Company filed the application herein requesting ~uthor1ty to increase 
certain of its rates charged for water service in the South San 
Francisco District. An amendment to the app1icationwas filed by 
applicant on January 7, 1972. 

The follOWing table compares applicantTs present and 
proposed rates for metered water service for the years 1972, 1973 and 
19i4. the proposed rates for the years 1970 and 1971 are not shown 
because'the amendment to the application was filed and the h~~r!~g 
was held in 1972. 
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General Metered Service 

Rates 

Servi.ce Cha~ge: Pres~nt 

Per Meter Per Month 
?r0}iSed for Calendar Year 
19, 1973 1914 
---.-. ---. ...........-. 

For 518 x 3/4-1nch mete~ 
Fo~ )/4-1nch meter 
For 1-1ncn meter 
For l~-lnch meter 
For 2-lnc:h meter 
For 3-ineh meter 
For 4-lneh meter 
For 6-lneh meter 
For a-lnca meter 
For lO-lnch meter 

Quantity Rates: 

$ 2.35 
2.60 
3.50 
4.90 
6.25 

11.55 
16.05 
26.05 
39.05 
48.05 

For the first 50,000 cu. ft., 
per 100 cu. ft. $ .242 

For allover 50,000 cu. ft., 
per 100 cu. ft. .222 

$ 2.66-
2.93 
3.99-
5-.59' 
7.18 

13.30 
18.09 
30.06 
44.69' 
55.33 

$ .275 

.251 

$ 2 .. 73~ 
3.00' 
4.10 
5.73 
7.37 

13 .. 65 
18 .. 56 
30 ... 85 
45-.86-
56.78: 

$ .282 

.258 

The Service Charge is a read1ness-to
serve charge applicable to all metered 
service and to which is to be added the 
monthly charge computed at the Quantity 
Rate. 

$- 2.79 
3.07 
4.19 
>.86 
7.53 

13.95· 
18.97 
31.53 
46.87 
58:.03 

$ .;288 

.264 

After notice, public heartng on this matter was held before 
Examlner Cllne on Februa-ry 3, 1972. The matter was taken under sub
mission upon the filing of late filed Exhibits Nos. 9 and 17 on 
February 7, 1972 .. 

On March 3, 1972, applicant and the Commission staff filed 
a stipulation offering late-filed Exhibits Nos. 18 and 19 in evidence 
and a joint cotion that said exhibits be received in evidence without 
further hearing. Said motion is granted and Exhibits Nos. 18 and 19 
are hereby receiVed in eVidence. 

In 1971 applicant had approximately 11~657 metered service~, 
223 private fire protection flat rate sern.ces, and 867 public fire 
protection flat rate services in its South San Francisco District 
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whieh eomprises the presently improved area within the corporate . 
limits of the Ci~ of South San Franci.sco. Applieant owns and operates 
water systems in 21 operating districts~ all of which a-re in 
California. 
Results of Operation 

The follow1ng tabulation compares the estimated summa.:ry of 
earnings for the test year 1972~ under present and proposed rates~ 
prepared by applicant and by the staff: 

Stm:::lar1 of Earnings; 

Estima.ted 'Year 1912 
: Ap'Olieant Esti..'"\.8.t.ed. : Stafr &!tinmtcd :Applieant: 
: Pre~ent :Co.Propo~ed.: Pre~ent :Co.ProposecL: .t::xc:ee<1s : 
~ Ra.te~ ~ RAtes : Rat.es : Rates* ! stI>.:rr# Item 

(Do~ in ThoUSSllds) 
Opera.ting Revenues $l~28S.5 $1~456.3 $l~285.~ $l>453.2 $ 2.7 
Qperating ~es 

Oper. &: Y..a:tn't. S2l.2 821.2 800.$ 800.$ 20.4 
Admin .. ~ Gen'l. &: }KJ.~c. 12.9 l2 .. 9 l3.S· l3 .. $ @ 
Taxes Other ~ ~co~e 93.9 93 .. 9 92.$ 92 .. 8 1.1 
Dep%'~eia.tion 9l.4 91.4 9l.4 9l.4 
Allocated Common ~'2 27.~ ~:2.4 2:2.4 4.1 

Subtotal l,,1l .. 9 l,,1l6.9 l~092.2 1.,,092.2 2!t.:2.. 
!ncome Taxes :20 .7 111·2 ~.1 120.1 ~2.4) 

Total Ex'peDses 1~147 .. 6 1~234.S 1~125S l,,2l2.3 22S 
Net Oper3.'ting Revenues 140.9 221.5 l60.5 240 .. 9 (19.6) 
Depreciated. Rate we 2>931.4 2~93l • .4 21931 .. .4- 27 931.4 
Rate or Ret'Ul'n l...8l$ 7 .. 56% 5.J.$t 8'.22% ('67)% 
Average Met.e:'ed. Cust.o:::lers 1l~707 

(Red Figure) 

# At pre~ent rates. 

* At a:ppliCr'm-e' ~ 1972 propose<! ra.tes .. 

At the hearing the applicant adopted the foregoing staff 
estimated results of operation and depreCiated rate base. 
Rate of Return 

The applicant is requesting step rates whieh will allow it 
to earn appX'Oximately 7.56 percent rate of return during. the yel..lrs 
1972> 1973 and 1974. According to app11cant f s e$timates> the 
ope=at1onal s11ppage during these three years amounts ~o epproxi~tely 
.47 percent. 
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The staff recommends a range of rate of return be~een 7.4 
and 1.70 percent. At proposed rates. the s~aff estimates show .46 
percent operational slippage. 

The indicated dO'Wnward t:end in rate of return is suff1c:::'ent 
to just1fy the author1zation of stepped progression of rates. We do 
find reasonable a rate of return of 7.55 percent for the fu:ure~ which 
will p~odt1ce a return on equiey of approximately 11 percent. In 
authorizing a rate of return of 7.55 percent for the te$t year, we 
recognize that there Will be operational slippage of .45 percent over 
the years. The step rates shown in AppendiX A attached are designed 
such that the average rate of return for the future will reG'Ult in 
adequate earnings. .., 

The ord~ that fo11o~ will, however, require that appli-
cant file additional earnings statements for the South San Francisco 
District to pe~1t review of future decline in rate of return, and 
the initiation of appropriate action if a reduction in rates is 
indicated. 
Public P~esentation 

No· eustomers appeared at the hearing to make a presentation. 
Findings and Conclusion 

The COmmiSSion finds and certifies in accordance with the 
regulations of the Price Commission: 

1. Applicane is in need of additional revenues, but tbe 
proposed rates set forth in Exhibit No. 12 for the calendar years 
1972, 1973 and 1974 are excessive. 

2. The staff estimates) preViously shown herein, of operat~ng. 
revenues, operating expenses, and rc~e bas~ for the test year 1972» 
re&sonably indicate the results of applicant's operations in the' near 
future at present rates a~d at the applicant's proposed rates. 

3. A rate of return of 7.55 percent on the adopted rate base 
for the future is reasoneble. Such rate of return, combined with 
operational slippage of .45 perce~t, will produce a reasonable ave=age 
rate 0: re1:U'rn. 

4. The increases in rates and charges authorized herein are 
justifted, the rates and charges authorized herein are reasonable, and 
the present rates and charges, ~nsofar as they differ from those 
prescribed herein, are for the future unjust ~nd unreasonable. 
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5. Ibe following table aho~s the present rates) the newly 
authorized rates to be effective in 1972 and the percentage increase: 

General Metered Service 
Rates Per Meter Per Month 

Newly Percentage 
Servi.ce Charge: Present Authorized Increase 

For S/S x 3/4-1nch meter $ 2 .. 35 $- 2.66 
For 3/4-1nch meter 2.60 2.93 
For 1-1nch meter 3.50 3 .. 99 
For l~-inch meter 4.90 5.59 
For 2-1nch meter 6.25 7.18 
For 3-1nch meter 11.55 13.30 
For 4-inch meter 16.05 lS.09-
For 6-1nch meter 26.05 30.06 
For 8-inch meter 39:.05 44.69' 
For 10-inch meter 48.05 55.33 

Quantity Rates: 
For the first 50)000 cu. ft. 

per 100 cu. ft. $ .24Z $ .264 
For allover 50)000 cu. ft. 

per 100 cu. ft. .222 .240 
The Service Charge is a readiness-to
serve charge applicable to all metered 
service and to which is to be added the 
monthly charge computed at the Qu,ant1ty 
Rate. 

13.2 
12.7 
14 ... 0 
14.1 
14.9 
15.2 
12 .. 7 
1$.4 
14 .. 4 
1.> .. 2 

9.1 

8 .. 1 

6. The authorized increase in rates for 1972 I,annualized is 
expected to provide $126>400 of inereased revenue to applicant. 

7. The authorized increase in rates for 19'72. will inerease 
app11cau,1:'s profits,: by apprOXimately .19 percent of its total sale:;. 

8. The authorized,inerease in rates for 19'72 will increase appli
cant's overall rate of re~rn.on ,capital by approximately .06 percent. 

9. The authorized incTease in rates is cost-based and does 
not reflect future 1nf1ationa~ expectatio~. 

10. The authorized 1ncr~ in rates is the minimum required 
to assure app11eant Ts continued, adequate and safe service or to 
provide for necessary expansion by applieant eo meet future require
ments. 
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11. The increase is the mic.1mum rate of return or profit margin' 
needed to attract eapital at reasonable costs and DOt to- 1mpair the 
credit of the applicant. 

The Commission concludes that the' application should be 

granted to the extent set forth in the order which follows. 

ORDER .... -~---
IT IS ORDERED that: 

1. After the effective date of this order. CalifOrnia Water 
Service Company is authorized to file the reVised schedule attached 
to this order as Append1x A. Such f11ing shall comply with General 
Order No. 90-A. The effective date of the revised schedule shs.ll be 
four days / after the date of filing.. The revised schedule shall apply 
only to $erv1ce rendered on and after the effective date thereof. 

2. On or before April l~ 1973~ applicant shall file with the 
COmmiSSion an earnings statement for the South San Francisco District 
for 1972 normalized ana adjusted to the rate levels authorized herein 
foX' 1972" together With an esticlate of earnings for 19'73 under similar 
normalized conditions.. On or before April 1" 1974, applicant shall 
file Similar normalized and estimated earnings statements for 1973 
and 1914. 

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

Dated at San Frand15eo 
of APRIl: ., ~ 1972. 

C~t·S? 
tt : -... 

COmmiSSioners 
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APPENDIX A. 

Sehed.uJ.e No. 55-1 

APPUCABIU1Y 

Applicable to all metered ~ter service. 

TERRITORY 

South San Fr:l:o.cisco and vicinity 7 San Ma.tco- Count:r. 

Per }!eter 
Pf'JrMont.h 

For 5/8 x 3/~ineh meter ...... *' ........................ • " .... . 

For 3/ 4-i:rJ.ch meter. ................................... ' ...... . 
For l-inch. meter .................................... ' ...... .. 
For l!-inCh,meter •..•••..•.•....••..••••.•.• 
For 2-in.eil. met.er ................ ~ ...... .. ' e, ............... . 

For 3-ineh meter •••••••••••••••.••••••••••• 
For 4-inch meter ............................ . 
For 6-in.ch meter ................ ' ............. ' ... ', ......... .. 
For 8-in.ch meter ........................ ~ ...... e".' ..... ' ..... .. 

'For l()-1n.ch. meter ......................... ~ ....... _I' ...... .. 

, 

Quantity Rates: 
1/1/73 

Before. 'nlrougll 
l/1/7?' 12/31/7),. 

First 50,000 cu.i't. p per 100 cu.!t •••• $ .264 $.m 
Over 50.,000 cu • .ft .. , per 100 cu.tt.. ••• .240 .2J.6. 

The Service Charge i, applicable to all metered 
service. It i~ a readiness-to-serve charge to 
which 1:s. added the charge, computed at the Quantity 
Rates, tor water used c:urir.g t.he l:onth. 

... ... 

! 
t 

I 

. I 

A.t"ter 
1z131/73 

I 
$ .'Z79' I 

.253 I 


