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85020 Decision No. _______ _ 

BEFORE THE PUBLIC UTILITIES COMl.¥JISSION OF THE srATE OF CALIFORNIA' 

In the lvIatter- of the Application of" 
CALIFORNIA WATER SERVICE COMPANY, a 
corporation~ for- an order ,authorizing , 
it to increase, rates. .' charged for-water 
service in al].' di.stricts •. 

Application No. 55561 
(Fi!~dMarch 13, 1.975) 

EdF.Catey and Ralph D. Lindberg, for applicant­
DOn steger, for the Commission starf. 

OPINION .... _-'-',....--
Decision No. 84401, as modif'iedbyDecision No. ',84522 in 

Application No. 5;560, authorized applicant te>· issue and 'sell 
$26,000,000 worth of first mortgage bonds, with terms and conditions 
to be negotiated. The bonds wereorrered rorsal.e on'June :l$:, ,1975. /: 
They are to mature on November 1', 1983. at, sri i:c.te:res~' rat,e.o:8-:3/4'. " " , 
percen~ which- has been ,increasedt<>.an" ef:rect:tverate;' o:r:9'~1 percent ";: 
by tbe expense of" issue and~ sale., Short-term. bond.S,~ were.,s61eCted:.to~,. 
reduce costs. . " " " 

," ", .. ;, 

'. " ' 

This application was filed on March 13,1975 to request'an 
increase in water rates by $1,.284, 700 to offset. the" ~ost'or-the'neW>: 
issue or bonds. J.. public bearilig was beld o~A.t_il. '1975 'in, 

• ., ' '< "'. "'.' 

San Francisco- bef'ore Exam1 Der Fraser. Test.imony and exhibi w" were 
prov1:ded ,by applicant. and the' Commtssion stru~£~, The· f:ormer ·f'iled 

~ . I ~ . . ,..'., .:: c . ' • , 

an af'f'idavit to arf'il'm tbat:a notice of' tbe £1lingor,tb:I.sapplication 
was mailed to au or1:ts cUstomers and ,that. i separate notice: of" the ' 

filing was :publi~hed in a local newspaper or ,:general circUlation'in 
each', or applicant.9 s twent.y-two- waterclistricts. ' , ' 

. ". '" 
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.. 
The .record indicates that applicant was 'eOn£~nted with.an 

'Unusual situation in wllich it had toref'inance one-third of'lots 
bonded :indebtedness harlngan average int.erest cost of': 3'.26 percent 
nth new bondS: bearing an e!f':eet1.ve j"nterest: rate Of'9.1;·~reent. -

, Ie' ." "I-

Thts. raised applicant· s embedded cost- of' debt :rrom' 5. 64 percent . to .. 

, , 
) ; 

"~ , 

! , .. . 
~ 
~ 
~. 

7.70 . percent and, raised itS' ra'te of': return req:~.irement: slightly over. 
1 percent if'tbe, same return on.·eq,uity:1s to be: maj;nta:tned~"- " i 

Applicant testif'ied and thestaf'f" agreed·- that because of'the' 1 
sizeableim~et.tMs ref:in3neing had. on. applicant '~s.' e~s. 'it' • 
should .~. pe:r:szlitted to recover such increased. cost, or debt i£applieant '~ 
is to maintain its .rinan~al integrity. 'S~ce-the' require(tc~e':tn· ,~ 
rate of' return attributable to this,unusual massive rerundillg is-the 
same 'tor. all distriCts and since under current Commission.p:racuces' 
it would not be possible'for the Commission to' ·proeess .. ··a_ rate·caSe 
for all 22' dist~cts at one time Or inat1mely£ash!(')n,~,ali'part1ea 
ag%'eed that offset relief' was reasonable in tbis case">,'·We.emphasize 

,I 
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i 
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the Unique £'actual situation presen~d 1nth1s' appliea.tiOrl~ '. " 1 

The parties. agreed on the necessity f'or'the" ~ewbond'issue 
and on the jU$tU~ca.tion tor the of'£set' requested. ··It.:·Wa$ ·:1"tz.:r-ther ' 

• " ,I' , ".' 

agreed that appl1eant·s total and district· computat:t~rus. we~~ .. : 
reasonable; aJ.thoUgh staf'!" totals were' reduced ,to re!'lectthe' 

additional: investment tax credit. available 'under the 197$ T'8X, 
Reduction Act. The- staff' theref'ore reduced the requested,~' district· 

increaseS-by the appli~le addt tionaJ.: distriCt. investmfmt tax credit. 
til:les the appropriate dis:trict:net-to-grosSmultipl1;er.. The' ::oate'" 

• . . .' Ie. 

increases computed .by the staff' vary in each water district: from. Oto 
3.79 pereentp with 'the average sbadi:c,g 2.19 percen't •. ' The total -rate 
increase recommended 'by the sta!£is, $8.59,900. '. Appl'icant:d1sregarded' 
the.'increase in iriveStment. tax cre<:ti.t.. and· sav:i.ng, oxl_·f'ederal.'il'leome, 
tax' in all c(')mputations~ on the theory that:'tax '~v1~s~ouid,be: . 
considered separately. in general rate, increase, . Or ous~~,·'proceed:i.ngs. 
for increased: operat1:c.g: expense;'· ... 

. , '. . 
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A..55561 'leW' * 

Discussion 

We favor- the staff. position ollthe- . increase . toooautborized~' 
Th~ t.ax :cr6(lit is in effect. ~d. sbould:be· reflected ':tn~.t.he'rate$~ 
Findings . . 

1. Applicant has issued $26,000,000· worth ~ff':irst~ortgage .. ' 
bor.ds, at an effective interest. r~e: 0~:9~1per-cent~ to·matur~ on 
Novemb9r 1, .. 19$3 to, refinance bo~ded indebtedne~s 0'£ anayerage' interest 
'cost o~3.26 percent; a massive refunclillg.' 

2'. Applicant has applied to'1ncreasewate~ rates:in,al1' 22-
. , ". '. ',' 

districts to.offsetthe· cost-of f:tna:C.c1ngthenew.b~nd:::isSu.e;.'It" .' 
is not possible 'tOo: proces.s.·a r~te' case for ali d.1sti?-cts, at. ~ne tiine 
or in a ~ime1y fashion. " ' ... 

. -. ',' '. " 

>~ , TheesUmates of relie!' required and perCent of"rate increase 
, ' ' Ie' 

necessarY for each of" appJicant' s'watereistrlcts as;, shown in' ,the: 

staf'f~s exbibitsare :reasonable'and,will oirset.the'e~en.s~ or' . 
", " .. '\. " ",' . 

financing the bonds, , but. willnoto raise applicant,' s authorized·, return 
• ,'. ' , • , ,! 

on common,. equity. . ,', " 
, 4. APp11'can~ requires this rate'increase w;ma1nt3.in:itS 

financial integrity. 
5~ The inCreases in rates andch8.rges au"thorized·:by'this 

decision are jUstified and are reasonable; a.nd:th~present.rates and 
charges; insoi"ar as t'b.eydifier from those prescribed by this decision~ 

,-, ,I 

are :t:'.or the future. unjust. and unreasonable. 
'6. Rates will be increased by $$59,900~ or 2.19"pe~cent.· .. 

The Comm:i.ssion eoneludcstbat. the appli,catio~,sho~d' be 
gra!lted to the- extent setf"orth i,nthe order whicli'follows;';:, .. '; 

• • • • '. ,,' r " "" , '. ',.". ..' )1-,:::'0,. ,,~ ,~'" ""f , • :';.0 '.> ." .. 
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ORDER 
~ ~ ...... ---

" ". 

IT IS ORDERED that ai'ter the effective clateot this ,order 
Calif'ornia Water Service Company, a corporation, ,is autborized, t~ 
increase its'rates in eachd1strict,bythe percentSge: 'l:i:stedin , 
Appendix A attached to this ,order and to f'lle x;ev:Lsedrate schedUles, ' 

tC'refieetthe authorized in~ases •. Such :£,ilin,g,shalJ" coraply~th ' 
General Order No.' 96-A.. The e!:f'ective' date ot· the· revised' schedw.es 
shall be four ,days .a!ter the.date,o£.:N.11ng; The·rev1sed.::~ch~Ules'··, 
sba1 lapply only .to. service- rende:r'ed OIl, and' af'ter thEfe£.fectiVe 'date: ' 
,'. ,. " ", .' ',,' "' ' 

thereo:£". 

day or 

The effective date of' thisorder~ is the da.~e hereo:t. ' 
Dated at _~~_.Sa.u __ F._r:_;)ll_CJ:3_·::IC_:O-_· __ " CaJ.:if"orma,tM;,. "~/JI--

OCTOBER ,: ',' :i97S~' 
"'~ . . " ... ;:'~ 

;", 

, .' .... " , '. 

, ' 

. :, " 
"', , ," 

, . 

Coc:n1Z~j.Orlor LO(lnerd:p.~is.~,:::be'~,:':, ' 
nec()$::ar11Y.:."'b:l~'ti:t.~:~1~,liot/'~ie1Pc .. to: .' 
in thed1;spos1~on, ot'; .. :th13';:l>ro(:ee~ < ' 

i •• , ,,:., "',." I I' • : ,~,\ " .,',,' 

"''''''.'';'''' " 
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Di~triet 

Bakerst.1eld 

Bear Gulch 
. ,-" '. 

Broadmoor 

Chico 
Dixon 

Ea:Jt Los Allgeles 

Hamil.ton City 

Hermosa,.;.Red,olldo' 

Ki%lg'C;ty", ' 

Livermore,: 

I.o$,.Alto~urban. 
MarysVille, 

'"'., ., 

Oroville" ' 

Palo~ Verdes 

SaJjxl8$ 

San'~lo$ , 
San:':Mateo:, ' 
SeJ.m3.:, ' " 

South' San' Franei:lCO 

StoCkton' , 

Willows­
Tot.a:L 

APPENDIX 'A 

Calitornia Water ServieeC'"~' 

REQTJIREO RA.TE REt.IEFIN' JJ.:L DISt.',UCTS 
DOE TO HIGSER IN'!ERES'r RATS, REFINA.NCOO' 

: : :- :: ~975, Gro~ : : 
: :Reduet1on: ' Net:, ::Revenue$Exel:~,:Required: 
:Gros~ Required: , Due to· : R.eq.lired::> ':F1re :Prot_~:!" ~:Incr~:, 
: Relief Totru. :ITC at 10'-erRete Reliei':Mise.Revenues,:In Ratel!.:, 

$ 163_.4-

·89.4 
4-6: ,,' 

4~f,' 

5.6 
l29·5 
l~l 

97.8' 
5.6 

T ',. 

46.3: 
77.0. 
10.6. 

lS~6' 

149-4 ' 

59.2" ' 

35.0 
90.9': 
8"4 

35.8' 
165.9; 

38.4 
, 7.7, 

, ,.".,' '" . 

, ,'(Dol.l8rS'~·Tho~3%lds,) ':"" . " 

$NA.:,' $163.;.4" ':$,4~:31l;1. ',' 

65.6" 23~8> ,:3;oj4;c/", .~, " 
:3-79'f",: " 

l~S, , :' 3~:t:, : " 'l~~?:,< ': 1~67,.""":' ' 
2S.i' " 15;'8,;, ,l,069~:,: ~,,::~.:' 

",1.< • , ':'d 

, 4-0, . 1~6',' , 'ii.s~9;;' 1.07:'." 
ion,:' NA., 

1.7' 
NA. 

3.6 
19'.2" 
:3:3~6 ., 

4.6 
6.8: 
NA.' 

:31-4" " 
19'.5-
5i4" 
3~i, 

Z!.$~ 

93'.4 
2l.S' 

J.29~$"" 4,'3$7~O'; :", , 
, (.6)' : .'25~i', '. 

2 9:3:5.;6,:" ' ~:3>':':' . 97.8:,,: " 
2~O> ' 

',";. ' .. 

Z'{.l",' 

44-0: " 
6~0' 

u.s' 
14~';4~ 
Zl~S:,~, " 

'15~5', 

'35-:5/" " 
5.2 

"S:':3· " 
72~> 

16.6-, " 

859.9'," 

, " " ~ ,~~ " "," 

"',150.:;:. " ' 1.S3:;':" 
l~s6s;,~,,'·>i.'::~ ,,' 1:73:i'::,<:" . 

, "',.' J 

2~589~7' .: 1.79\ ,;. 
27sii< '.',2.J;6~\ 

'49SS::,. ' "2.:37t" 
5.,l:36;;9'/:,:' 2.91', 

, ,",':, 

, .. '" 

, NA. - Not applicable' as. , investment. t.axered.it. ~v:t:ag3" alre.ldy 
reflected in authorized or penMng,rateproeeedi:ags., " ' 


