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BEFORE THE PUBI.IC UTILI‘I'IES CObn\'xISSION OF TEE S'l‘ATE OF CALII‘ORNIA'- - |

In the Matter of the Application of

CALIFTORNIA WATER SERVICE CQMPANY, a :

corporation, for an order. authorizin,g Appl:.cation No. 55561
it to increase rates charged for water (F:L.ed March 13, 1975)

' Dec:.sion No.

service in all’ dist:icts.

Ed F. Catey and Ralph D. Lindbe for applicant.
Don_Steger, for tEe Coﬁ:."ss on sta.f . -
0 P I N I 0 N

Decision No. 8&.@01, as modif:.ed by Dec;sion No. 8&522 :x.ng :
Application No. 55560, authorized appl:!.cant to issue and sell
$26, 000, 000 worth of first mortgage bonds, with terms and cond:.t:.ons
to be negotiated The bonds were offered for sale on June 18, 1975.
They are to mature on November 1, 1983, at an :Lnterest rate of 83/4
percent, which-has been increased to an effective rate of: 9.1 percent;'?
by the expense of issue and sale.- Sb.ort-tem bonds were selected to W
reduce costs. - | e e e
'I.‘b:\.s application was .i‘:.led on March 13, 1975 to request an o
increase in water rates by $l, 28h, 700 to offset the cost ‘of" the’ new”
issue of bonds. A public hear:.ng was held on: August 11, 19’75 in
San Francisce before Examiner Fraser. Testimony and exh:Lbits were -
provided by applicant and the Commission sta.i‘f. ‘ T’he i‘omer f£iled
ap affidavit to affirm that a not:i.ce of  the iil:!.ng of this applicat:i.on
was mailed to all of dts customers and that a separate notice of the
filing was published in a 1ocal newspaper of general eirculat:.on in
each of applicant's twenty—two water districts. R '




The record indicates tha.t applicant was confronted with an ' U
unusual situation in which it had to refinance one-third of its = ' ‘
bonded indebtedness having an average interest cost of 3. 26 percent ot
with new bonds: ‘bearing an effective. interest rate of 9.l percent- t
This raised applicant's embedded cost of debt from 5. 64 percent to 'g
7. 70 percent and raised its rate of return req_uirement slightly' over t
1 percent i€ the same return on equity is to be maintained. | o !

Applicant testii‘ied and the stafi‘ agreed tbat because of the - ‘
sizeable impact this refinancing had on. applicant's earnings it '
should be permitted. to recover such increased. cost: of debt i appl:.cant ’;
is to maintain its i‘inancial integrity. Since the required change in 1
rate of return attributable to this unusual massive rei‘unding is- the :
same i‘or all d:z.stricts and since under current Commission practices »
it would not be possible for the Comnission to process a rate case j
for all 22 districts at one time or in a timely i‘ashion, a1l pa.rties f ;
agreed that offset . relief was reasona‘ble in this case. | We, emphas:x.ze ‘. j
the unique factual situation presented in this application. L b

' The parties agreed on the necessity for the new bond :x.ssue:
and on the justification for the offset requested. It was i‘urther .
agreed that applicant's total and d:.strn.ct computations were -

' reasonable; although staff totals were: reduced to. reflect the
additional investment tax credit available under the 1975 Tax
Reduction Act. The staff therefore reduced the requested d:.stnct \
increases by the applicable additional district investment tax credit
tines the appropriate district net—to—gross multiplier. : 'l‘he -ate ,
increases computed by the staff vary in each water district from 0 tc>=
3.79 percent, with ‘the average shading 2.19 percent. , 'I'he total rate

* - increase recommended by the staff is $859,900. - Applicant disregarded ‘
the increase in investment tax credit and. saving on.. i‘ederal income '
tax in all computations, on the theory that" tax savings should 'be
considered separately in general rate increase, or ofi‘set proceedings '
for increased. operating expense. - ‘ ST ' |




' Discussion o LU e . S
| We favor the staff. position on the increase co be author:.zed. |
'l‘he tax credit is in effect and should be refleccect in the rates. .
Findings ‘ T
1. Applicant has issued $26 OO0,000 worth of first mortga,ge
bonds, at an effective interest rate of 9. 1 percent, to mature on ‘
~ November 1, 1933 to refinance bonded indebtedness oi‘ an average incerest.
‘cost of 3.26 percent; a massive rei‘nnd:.ng e ‘ -
2. Applicant has applied to increase water rates in all 22
distric'bs to oi‘i‘se‘c ‘the cost of i’inancing the new bond issue. I'c
is not poss:.ble 'bo process’ a ra'te case i‘or all distxic‘ts at one time
'orinacimelyfash...on. I : SR : -
3. The estinates of reliei‘ required and percent oi‘ rat.e increase -
necessa.ry for each oi‘ applicant.'s water. &.st.ricts as- shown :.n the |
 staff's exhibits are reasonable and will ofi’set the expense of”
i‘:.nancing the bonds, but will’ nob raise applicant's anthorized return '
or common. equity. S el o
| L. Applicant requn.res this rate increase to mainta:.n its
financ:.al integrity. : K R
5. The. increases in rates and charges authoxized by this
decision are Justified and are reasonable, a.nd the presenc rates and |
- charges, iuwsofar as they differ from those prescribed by this decis:.on,
are for the future unjust and unreasonable. | S
6. Rates will be increased by $859 900, or 2.19 percen'c. L
Thke Comm:.ssion concludes 'chat the application should be
granted to the extent set forch in the order whichw’:t‘ollows""” :




A.55561 low *

0 .13 DER
IT IS ORDERED that ai‘ter the. effective date of t.h:.s order

California Water Service Company, a corpo-a.t:.on, is. authorized to
increase its rates in each district, by ‘the percentage ln.sted. in

Appendix A attached to this order and to fﬂe revised rate schedule.; c

to reflect the anthorized increases. Such i‘iling shall comply with
General Order No. 96-A. The effective date of* the rev:.sed schedules
shall be four days after the. date of :f.‘iling. The revised schedules
shall apply only o semce rendered on and a.fter the ei‘fecuve date
thereof.
‘l‘he effective da.te of tb:.s order is the date hereoi‘. _
_ Dated at Ban Frasdisee Cal:.fomia, th:i.s 2L

day of - OCTOBER . “-,»:-1_975-. :

Comi ionor Leomrd Poss. being a

necos:ar:.ly adseat, d:.d ‘mot! parucipo.to

in the’ diSDOs:Luon o:t‘ thi 'proceed.i.ns.




LE S S R S
| ) APPEI‘IDIXA

Cal:.form.a Water Service Compaw

REQUIRED RATE RELXEF TN ALL DISTRICTS
DUE TO HIGHERV IN'.I!EREST Rk'l'Ev REFD\IANCII\G

e z 1.975 Gross :

.Reduction " Net - .Revenues M.:Reqtnm ‘
:Gross Required: Due to- Required : Fire Prot. &= % Increz

District : Relief Total :=ITC at 10Y tRete Relie_“:msc. Revenues-In Rates-,., -

"

-
-
-
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. (Dollars in'l'hox.sands) R
. Bakersfield S 134 S N 863 3 z.,sn.n. 3793& .
‘Bear Guleh L 656 238 . SR
- Broadmoor beb L5 3L
CEeo a3 e 158
Do 56 Lol 16 L
‘Bast Los Angeles C1os 0 m 129.5’._" L 35700 297
Hamilton Otty Lo LT e ke
Seraosa-Rodondo e n we e
. »ivemore N - -’-»6-3 c "19'.2";‘)’ 27.:1. 10

 los. Altos-Suburban 776 33,60 u,.o o
Wa.ry'sv:’z.nc o 10.6_ S e . 6.0 B '
Oroville . 186 68w

~ Palos’ Verdes : I Mo usw

. Salimas B SR WA o S
G SeCamles 350 195 s
o SanMateo S %0 sk 35.5.-_“,[..‘

S Selma &L 32 sz
South: San m:msco S 3-8 25 83

Stociton. - o 1659 el 7225
Tisalia: 38ul 2.8 16.6 .
'Wmows ' o 9. 3.9 | 3,87 o L 3
N Total 1428027 4218, 85‘9_-."‘9"}" ”39;;327;_8, 29

. (%d Figare) . |

NA Not appl:.cable as investment tax credit sa\d.ngs alreadv
reflecbed‘ in authorized or pending rate proceedings




