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82 02 01S 
Decision ____ _ 

BEFORE 'l'HE pUBLIC UTILITIES COMMISSION OF l'BE S-rATE OF CALIFORNIA 

In the matter of the application ~ 
of CALIFORNIA WAtER. SERVICE 
COMPANY for an order authorizing 
it to increase rates charged for ) 
water service in its Bear Gulch ) 
District. S 

, 
" 

Application 60567 
(Filed. May 20~ 1981) 

Donald Houck anet MeCutchen~ Doyle, Brown & 
Enersen, by A. Crawford Greene, Attorney 
at Law, for California ~ater Service 
Company, applicant. 

Steven Weissman, Attorney at Law, anet 
Mehdi G. Ridpour, for the Commission staff .. 

FINAL OPINION 

By Decision (D.) 93845, dated. December l5, 1981 in this 
proceeding, we issued our interim. order authorizing california 
Water Service Company (CWS) to increase rates for water service in 

its Bear GUlch District d.uring 1982, 1983, and 1984. 
D .. 93845 found that there was not sufficient record 

evidence to reflect the consequences of the Economic Recovery 
Tax Act of 1981 (ERTA), and concluded that Application (A.) 60567 s.":tould 

remain open to receive evidence concerning the financial effect:s of 
ER~A. l'his new law causes an increase in federal income 1:aX expenses 
for ratemaking ~poses due to elimination of the full flow-through 
of accelerated depreciation and tnvestment tax credit on utility 
plant additions placed in service after December 31~ 1980. 

On December 15 we also issued D.93848 1n Order Instituting 
Investigation (011) 24. 1'h1s decision gives effect to ERTA by 
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adopting the conventional normalization method for treatin9 
'depreciation ana investment tax credit. 

The staff has now developed financial information, shown 
in Table I, reflecting the effect of our decision in OIl 24. CWS 
concurs with the staff development. The data shown in Ta~le I 
include increased federal income tax expenses calculated in 
accordance with D.93848. Further revenue increases of S148,600 
in 1982 and S156,600 in 1983 result under these calculations. 

Table I and Appendix C provide a ~asis for review of 
future advice letter step rate increase requests. 
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hble I: 

CAI.IFOR..'nA. ~A!ER StaV:ct COMPA..'''Y 
~ar Gulch District 

At Pres~t Rates 
Operating Revenues 
Oper&ting ~es 

Purch&se<1 'Power 
Purchued ~&ter 
P\1rchased Chemiuls 
Payroll - District 
Other Oper. & Maint. 
~her Actmn. & 'Gen. & Misc. 
Ad Valorem TAXes - District 
Payroll Taxes - District 
Deprecia.ti01l 
Ad Valorem Taxes - c.o. 
Payroll Taxes - C.O. 
Other Prorates - G.O. 

Subtotu 
Uncollectibles 
tou1 Franchise 'tax & l3u.s. Lie. 
Income Taxes Before. nc 
IDVes~ent tax Credit 

Total Operating Expenses 
Nee Operating Revenues 
R.a.te kse 
Rate of Return 

At Rate Level Adopted 
~r.ating Revenues, 
~rating Expenses 

Subtot.a.l 
'Oncollectibles 
Local Franchise 'tax & 3us. I.ic .. 
Income Tues kfore nc 
Investment Tax Credit 

Total Operating Expense, 
Net Operating Revenues 
Rate 3.&,e 
bte of Retu%U 

Tes~ Test 
Year 1982 Year 1983 

tiiOllars in lhouaccia) 

244.4 
1.223 .. 1 

19.5 
5-l9.5 
4l1.2 
39.5 

133-.5 
36-.0 

345.0 
1.1 
8.2 

347.8 
$ 3,336.0 -

6.9 
42.6 

583.S 
~8.1) 

$ 5.455.2 

3.336.0 
7.1 

~3.a 
659.1 

(8.1) 

S 5 .. 602.2 

24S.7 
1.231.2 

21 .. 2 
572.4 
440.6 
39.9 

139.3 
39.2 

364.5 
1.1 
8.8 

380.3 
$ 3,4S4.€ 

7·3 
4.5.1 

620.1 
~2.9) 

s 5.'758.8 

3.484.8 
7.5 

'46 ... 2 
'707.6 
• (2~9'j 

"$ ~.2"t;;.2 
1.51;;.6 

-1:2."%.1 
l2-C$ 

(Red Figure) 
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Findings of Fact 
1. By 0.93845, issued December 15, 1981 in A.60567, we 

authorized CWS to increase rates in its Bear Gulcb District 

during 1982, 1983, and 1984. 
2. D.93845 was an interim order because there was insufficient 

record evidence concernin9 the financial effects of ERTA and 
because we had not yet issued our decision in 011 24. 

3. On December 15 we rendered D.93848 in OIl 24 adopting the 
conventional normalization method for treating depreciation expense 

and investment tax credit. 
4. The effect of ERTA and of our decision in OIl 24 causes 

further increased income tax expenses to CWS and results in the 
need for furtber revenue increases of S14$,600 or 2.8% in 1982, 

S156,600 or 2.8% in 1983, and S163,900 or 2.8% in 1984. 
S. A constant rate of return of l4.50% on co~~on equity, found 

reasonable in D.93845, will result in returns on rate base of 11.$8% 
in 1982, 12.08% in 1983, and 12.51% in 1984. The 1984 figure will 
give effect to financial attrition of 0.43% which CWS will suffer 
between 1983 and 1984 • 
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Conclusions of Law 
1. Further increases of S148,600 or 2.8% for 1982 and 

$156,600 or 2.8% for 1983 are reasonable. A further increase 
in 1984 of $l63,900 or 2.8% is reasonable based upon ,operational 
attrition of 0.S6% and financial attrition of 0.43%. 

2. CWS should be authorized to file the rate schedules 
attaehed as Appendixes A and S, subject to the conditions set 
forth in Conelusion of Law 5. 

3. The adopted rates are just, reasonable, and nondiscriminatory. 
4. Because of the immediate need for additional revenue, the 

following order should be effective the date of si9nature. 
S. The further increases authorized in Appendix B should be 

appropriately modified in the event the rates of return on rate 
base, adjusted to reflect the rates then in effect and normal 
ratemakin9 adjus~~ents for the 12 months ended September 30, 1982, 
and/or September 30, 1983, exeeed the lower of (a) the rate of return 
found reasonable by the Commission for CWS durin9 the corresponding 
periods in the most recent rate c1eeision, or Co) 11.58% for 1982 
and 12.08% for 1983. 

6. Appendixes A, B, and C to D.93845 should be caneeled 
coneurrently with the effeetive date of this order. 

FINAL ORDER 

IT IS ORDERED that: 
1. California Water Service Company (CWS) is authorized to 

file for its Bear Gulch Distriet, effeetive today, the revised rate . ' 
Schedules in Appendix A. The filing shall comply with General Order 
Series 96-A. The effeetive date of the revised schedules shall be 

the day of filin9. The revised sehedules shall apply only to 
serviee rendereo on and after their effective date • 
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2. On or after November lS, 1982 CWS is authorized to file 
an advice letter, with ~ppropriate work papers, requesting the step 
rate increases attached to this order as Appendix S, or to file a 
lesser increase which includes a uniform cents per hundred cu~ic 
feet of water adjustment from Appendix B in the event th~t the 
Sear Gulch Oistrict rate of return on rate oase, adjusted to reflect 
the rates then in effect and normal ratemaking adjustments for the 
12 months ending September 30, 1982, exceeds the lower of (a) the 
rate of return found reasonable by the Commission for CWS during 
the correspondin9 period in the then most recent rate decision or 
(b) 11.58%. Such filing shall comply witb General Order Series 96-A. 
The re~uested step rates shall be reviewed by the staff to deter=ine 
their conformity with this order and shall go into effect upon the 
staff's determination of conformity_ But the staff shall inform 
the Commission if it finds that the proposed step rates are not in 
accord with this decision, and the Commission may then modify the 
increase. The effective date of the revised schedule shall be no 
earlier than January 1, 1983, or 30 days after the filing of the 
step rate, whichever is later. 

3. On or after November lS, 1983 CWS is authorized to file 
an advice letter, with appropriate work papers, requesting tbe 
step rate increases attached to this order as Appendix B, or to 
file a lesser increase which includes a ~niform cents per hundred 
cubic feet of water adjustment from Appendix B in the event that 
the Bear G~lch District rate of return on rate base, adjusted to 
reflect the rat~~ then in effect and normal rate~akin9 adjustments 
for the 12 months ending September 30, 1983, exceeds the lower 
of (a) the rate of return found reasonable by the CO~~ission for 
CWS during the corresponding period in the then most recent rate 
decision or (b) 12.08%. Such filin9 shall comply with General 
Order Series 96-A. The requested step rates shall be reviewed by 
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the staff to determine their conformity with this order and shall 
go into effect upon the staff's determination of conformity. But 
the staff shall inform the Co~~ission if it finds that the proposed 
step rates are not in accord with this decision, and the Commission 
may then moaify the increase. The effective date of the revised 
schedule shall be no earlier than January 1, 1984, or 30 days 
after the filing of the step rates, Whichever is later. 

4. Appendixes A, B, and C to D.93845 are canceled concurrently 
with the effective date of this order. 

5. CWS shall send the bill insert notice attached as 
Appendix D to all customers in its Bear Gulch District by 
April 1, 1982. 

This order is effective toaay. 
r''''4' 

Dated ":H._",,·~EB .. ,::~ jg82 , at Sa:'l Fra:'lcisco, California • 

I CER'l"IFY TPA-: TdIS DECISION 
o;;AS P..??;.(JvFJ) .Z'! ':EZ A'BO''[£ 
ca·z-r.cSS!~ 'rent;""':~, 

~i ~.~" '----
sepb: E.. :so(lOV'iez, Executive ~-r-

.. ~.~~ 
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APPENDIX A '. 
Pa.gel 

Scbedule No. Brl 

j:sea.r Gulch 'l'&ri tt Area. 

Gzm::RAL Mr."1'ERED SERVICE 

ApptICABILI'l"f' 

Appl1ea.'ble to all metered water sel"V1ce. 

'l'he communities or Atherton, Melllo P8.rk, Portola Valley, Woodside, alld 
v:1.d.n1ty, SeJl lrateo County. 

RATES Per Meter 
Per lIbnth 

Service Charge: 

For 5/8 x 3/4-ineb meter •••••••••••••••••••••••••• $ 5.00 
For 3/4-1nen meter •••••••••••••••••••••••••• 8.30 
For l-inec meter •••••••••••••••••••••••••• 11.50 
For 1~1neb meter •••••••••••••••••••••••••• 16.00 
For 2-incb meter •••••••••••••••••••••••••• 20.00 
For 3-1n.ch. 'Clete.r • .. • • • .. • .. • • .. • • • • • • • • • • .. • .. • .. 38.00 ~. , 
For 4-ineb meter • " ................... ., .. .. • .. .. •• • • •• • 52.00', _. 
70r ~1ncb meter •••••••••••••••••••••••••• 85.00 
For 8-1~cb meter ••••••••••••• _ •••••••••••• 126.00 
For lO-incb meter •••••••••••••••••••••••••• 157.00 

Qua,nt1 ty Ba. 'toes: 

For the first 300 cu.tt.., per 100 eu.tt.. 
For all over 300 eu.~., per loo cu.tt. 

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

X]:le Serv1ce Chargc is So reed1:lC$:>-to-scrve cbarge 
'Wbich is a.ppl1os.'ble to all metere4 serv1ee and to 
~eh is to be added the montbly charge e~ 
at the Quantity Ba.tes. • 
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ARUCABItI'lY 

Sebed\1le No. a:;-4 

Bear Gulcb 'l'a%'i ff Area. 

PRIVAn FIRE no'rZC'l"ION SERVICE 

Appl1ea.ble to all 'W8.ter service :t'um1abe4 for ~r1va.~ owned fil"C 
~ro~ection systems. 

'lbe com:nU%l1ties or Atherton, Melllo Park, Portola Valley, W~1de,,8Jld 
V1cin1ty, San Mateo County_ 

RATES 
-

Yor each l"'inch connection 
For each 2-ineh connection 
For each 3-inch connection 
For each 4-ineh cozmeet.ion 
For each 6-ineb connection 
For each 8-inch connection 
For eaeb. lo-1neh connection 

SPECIAL CONDITIONS 

.....••....••......••... 

..••......•.....••...... 

.......••...•••......... 

...••.....••.....••..... 

..•....•.••....•.......• 

.......•....•••...••.... 

..•.•...••••.....••...•• 

Per Month 

$ 3·75 
5·00 
1·50 

lO.OO 
15·00 
20.00 
25.00 

1. ':he fire protection service te.d.li ties Y1ll 'be installed. by the 'O'til1 ty 
a.t the cost ot the applie&nt. Such cost shall. llOt be subject to re!\md. 'lbe 
te.eil1 ties P9-1d tor 'by the a~pllc:ant shall. be the sole ~roperty ot the appl.1ea.nt. 

2. It a c1i&tr1'bution ma.1n ot adequa:te sue to serve a private t1re pro
tection sy&tem in ad.41 tion to all other norma.l $erviee doe& not ex1st in the 
street or alley adjacent to the premises to be served, then a. serv1ee min !roc 
the nearest ex1sting min or adequa.te ea.pe.eity'W:1.U be 1n&t&lle<1 by tbe t1t!lity 
a.t the cost of the applicant. Sueh cost sball not be subject to re:un~. 

3. Service hereunder is tor pn va.te fire protection s)"Stems to 'W'h1c:h no 
connections tor other th&n tire protection ~ses are &ll0ve4 and \/hicll are 
regul.e.:'ly inspected by the unde%'Wl'1 ten ba.V1ng jU%'iscllction. are 1nstalle4 
according to aped.t1ea.tiona ot the utility, and are minte.1ned to the sa.tis
taction or the Utility. 1be Utility my require the 1natal.l.a.tion ot a. detector, 
check valve Vith meter tor proteet1on aga1nzt theft, leakage, or -wu.te of ~ter. 

4. For va.ter delivel"Cd. tor other tb&1l fire protection pur,poaes, charge:: 
Will be made therefor under Schedule No. :00-1, GenenJ. Mete%'ed Service. 

5. ~e Utility 'Will. aupply 01ll.y such 'Water a.t such pressure as m:r be 
aV&1lable !rom time to time a.a a. :result. ot i tIS %lonal operation 0'/ t.he system. 

en." OF APPtlmIX A) 



•• 

• 

• 

Each of ~e !oll~ 1ncreases 1n n.tea .Y' be pg.t into eUeet on the 
1ndica:ted 4ate by t:D1"g & 1"1:te schedule 'W2xtch &dd.s the a:pprop:i&te1:c::l:'ea.se 
to the n.te vb1ch 'VOUld otherv1.ae 'be 1:1. e!:ect em tb&t da::e. 

:::ttecti ve r.:tes 
1.~-o3 l-l~ 

$erviee Chs:'ge; 

lor ,)/8 x 3/4-1:c:h meter $0.25 $0.25 
For 3/4-1%1ch meter 0.40 0.30 

For 1-1%1ch meter 0.60 0.50 
lor 11-1nch meter 0.80. °,,88 
For 2-1:eh meter l..OO 1. . 

For 3-1nch meter 2.00 2.00 

For 4-1nCh meter 3.00 2.00 . 

For 6-1nch· meter 4.00 4.00 

For 8-1nch meter 6.00 6.00 
'1or lO-incll meter 8.00 7.00 

Q,uan't1 ty Rates: 

lor the ~...rst 300 ca..ft., ~ 100 cu.ft.: 0.('136 0.032 

For all over 300 eu.~., per 100 ca..::t. 0.046 0.04,3 

Priv&te 'Fire hoteet1on Service 

lor each li-1ncb Co1mecticm. 0.40 0.35 

lor each 2-1nch Comleet1on 0.50 0.50 . 

FoX' ea.en 3-1nCh Comwction 0.75 0.75 
10Z' each 4-1:0 Coxmeet1on 1.00 l.OO 

Porea.cll 6-1:lc:h Con=.eet1on J..50 1 .. 50 
For each 8-1nch Cozmect1o:c. 2 .. 00 2.00 
For each l.o-i:lcll Connectiac. 2.50 2.50 
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APPENDIX C 
Pagel " 

eompe.ny: Cal1:f'ornia Wa.ter Service Co. 
District: ~a.r Gulch 

J.. Water Prod\le'tion: 
Pw:'cha.Sed Wa.ter : 
Surt&ee Supply: 

Eleetric Power : 
kWh : 

Cost : 
Co:t. per kWh : 

3. Ad Valorem Taxe8: 
'lax Rate: 

~ 
eero:-OOO) 

4,7l6.1 
3,956.4 

759·7 

o. 7688~ l6Jh ~ ee:f' 
3,,000 . 

$ 244,,400 
$ .061408 

$l33,500 
O.92f;If. 

4. Net~ross Multiplier: 2.06rr8 

5. Loeal P'ranehiae Tax !<ate: 0.80~ 

6. Uneolleetible Rate: o.~ 

7. Me'tered Water Salea Uaed to De.iF Rates: 

:Bloeltl 
mock 2 

Rani$!-Cd' 

0-3 
300 

4,740.4 
3,980·7 

759·7 

SUl'Pl1er: PG&E Ds:te: 6-21-81 
3,644,700-

$ 245,700 
$ .067408 
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8. ~amber or Serviees: 

No. or serviees U~e-KCd 'm. tTsage..cetii 
~ !§§ ~ ~ 

Camnere1al-Metered lo,137 l6,217 4,236.0 4,257.0 262.5 a;2.5 

Industrial 7 7 12.7 12.7 1,814.3 1,814.3 

PIlblie Authority 100 101 169.4 l.70.4 1,694.0 l.,687.l. 
Other 18 18 4~.4 .46.4 2,,522.2 ~,577.8 

SubtotaJ. 16,262 16,343 4,~3.5 4,486.5 
Private F1re Prt. 58 59 
Public Fire Prt. 8 8 

Total l6,328 l6,410 

'. Water Loss 5.~ 252.6 253·9 
'J!otal Water PrOduced 4,716.1 4,740.4.· 

9· N\lm'ber of services (by meter size) 

Meter Size ~ ~ 

5/8" X 3/4" ll,406 services 1l.,462 services 

3/4" 24 24 

1" 3,703 3,723 

l.i-" 793 7~ 

2" 28S 289· 
3" 32 32 
4" lO lO 
6" 5 5 
8" 1 1 

10" 

'lotal. J.6,262· 16,343 

• 
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• lte:!l . 1902 . 1.903 -. .. . .. 

Sta.te ::h'aneb:Ue Tax 

Open:t1tlg Revenue $5 .. 455.2 s5 .. 758.8 

~. 
O&M 2,8'72.4 2,994.2 
Taxes Other '.than :r.neome l§2.S 1'78.5 

Subtotal },04f1.9 ~ .. 174 .. 0 

Ded,uetions &. A!!ilustments 
';O."anSpOr'" ..... tion Depr. Ac1j. (t4:S (ztp 
G.O. Depr. A4;l • 

• SOc. See. 1'aXes C&pit&J.1ze4 7.0 7. 
:tnterut hl.C;.~ ~Q?I~ 

subtot:J.l. Deduct1a:l 601.2 671.8 

State ~ Depred.:&tion 558.4 572·0 
Net 'b,x:a.ble :Revenue J. .. ~}.? 1,335.0 
cc:n a.t 9.~ l2O·3 :.28.2 

7ederaJ. !:1eaDe 'r&X 

Open:t1%lg li.e"renue 
5,455·2 5,758-8 

Expenses 
3,~1.9 3,17'*.0 

601.2 677.8 
Deduct1cms 
Y.t% Depred.:&tion 

511.7 510.5 

Pre.fe.rred Sto<:lt Div. Cr .. 
?I. 7 }.:I 

State Inc:cce ~ 120.3 128.'2 

'l!a,x::&ble llew:nu.e 1,1('b.} !,~.6 

:F'r: &t ~ 
, 541.1 581...:..Z 

Gn4u&ted t.rax Ad;1. (~) (~) 

~. for Invol. Conver. (0.. ) (0.0), 

Inftstment T&x o:ed:1.t ~F.l) (2·2' 
FD: 530·7 5'76·5 

(:Red r¥i#> 

• (END O'r APPEImIX C) 
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APPE~"DIX D 

Bill Insert for CWS Customers 
(Bear Gulch District) 

Onc item of cX?Cnsc incluocd in the r~tc incrc~sc recently 

granted to CWS for its Be~r Gulch District by 

the Public Otilitics ~ission,~~unting to $14a,600,w~ 

attributable to President Reaga~'s Economic 

Recovery Tax Act of 1981, which requires the 

Public Utilities Co~~ission to charge ratepayers 

for the expense of taxes which arc not now bein,g 

paid to the Federal Government and which may never 

be paid. This expense may increase in the future 

as a percent of your bill. 

(END OF APPENDIX D) 


