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Decision
BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA
In the matter of the application % ’

of CALIFORNIA WATER SERVICE

COMPANY for an order authorizing Application 60567
it to increase rates charged for ) (Filed May 20, 1981)
water service in its Bear Gulch )

District.

Donald Houck and McCutchen, Doyle, Brovn &
“Enersen, by A. Crawford Greene, Attorney
at Law, for California Water Service
Company, applicant.

Steven Weissman, Attorney at Law, and
Mehdl G. Ragpour, for the Commission staff.

FPINAL OPINION

By Decision (D.) 93845, dated December 15, 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 during 1982, 1983, and 1984.

D.93845 found that there was not sufficient record
evidence to reflect the comsequences of the Economic Recovery
Tax Act of 1981 (ERTA), and concluded that Agplication (A.) 60567 should
remain open to receive evidence concerning the financial effects of
ERTA. This new law causes an increase in federal income tax expenses
for ratemaking purposes due to elimination of the full flow-through
of accelerated depreciation and investwment tax credit om utility
plant additions placed in service after December 31, 1980.

On December 15 we also issued D.93848 In Order Instituting
Investigation (OII) 24. This decision gives effect to ERTA by
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adopting the conventional normalization method for treating
‘depreciation and investment tax credit.

The staff has now developed financial information, shown
in Table I, reflecting the effect 0f our decision in OII 24. CWS
concurs with the staff development. The data shown in Table I
include increased federal income tax expenses calculated in
accordance with D.93848. Further revenue increases of $148,600
in 1982 and $156,600 in 1983 result under these calculations.

- Table I and Appendix C provide a basis for review of
future advice letter step rate increase regquests.
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Table T

CALIFORNIA WATER SERVICE COMPANY
Bear Guleh Districe

ADOPTED STMMARY OF EARNINGS

At Present Rates

Operating Revenues
Operating Expenses

Purchased Power

Purchased Water

Purchased Chemicals

Payroll ~ District

Other Oper. & Maint.

Other Admin. & Cen. & Misc.

Ad Valorez Taxes ~ District

Payroll Taxes = District

Depreciation

Ad Valorem Taxes - C.0.

Payroll Taxes -~ G.O.

Other Prorates = G.0.
Subtotal
Uncollectibles
Local Franchise Tax & Bus. Lic.
Income Taxes Before ITIC
Iavestment Tax Credit

Total Operating Expenses
Net Operating Revenues
Rate Base
Rate of Return

At Rate Level Adopted
Operating Revenues.
Operating Expenses

Subtotal
Uncollectibles
Local Franchise Tax & Bus. Lic.
Income Taxes Before IIC
Investment Tax Credit
Total Operating Expenses
Net Operating Revenues
Rate Base
Rate of Return

Test
Year 1982

Test
Year 1983

1lars in Thousands)

$ 5.306.6

2444
1,223.7
19.5
319.5
417.2
39.5

i

N0 AR
Ol N1 O O\

oF  Fu

&E o

$ s,455.2

3"336-0
7-1
43.8
659.1

(8.1)

¥4 003?-9 )
1,422.3
12,239.0

11.58%

(Red Figure)

$ 5,602.2

265.7
1,231.2
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Pindings ©f Fact

1. By D.93845, issued December 15, 1981 in A.60567, we
authorized CWS to increase rates in its Bear Gulch Districe
during 1982, 1983, and 1984.

2. D.92845 was an interim order because there was insufficient
record evidence concerning the financial effects of ERTA and
because we had not yet issued our decision in OII 24.

3, On December 15 we rendered D.93848 in OII 24 adopting the
conventional normalization method for treating depreciation expense
and investment tax credit.

4. The effect of ERTA and of our decision in OII 24 causes
further increased income tax expenses to CWS and resulcs in the
need for further revenue increases of $148,600 or 2.8% in 1982,
$156,600 or 2.8% in 1983, and $163,900 or 2.8% in 1984.

5. A constant rate of return of 14.50% on common eguity, £ound

reasonable in D.93845, will result in returns On rate Ddase of 11.58%
in 1982, 12.08% in 1983, and 12.51% in 1984. The 1984 f{igure will
give effect to financial attrition of 0.43% which CWwS will suffer
between 1983 and 1984.
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Conclusions of Law

1. PFurther increases of $148,600 or 2.8% for 1982 and
$156,600 or 2.8% for 1982 are reasonable. A further increase
in 1984 of S163,900 or 2.8% is reasonable based upon Operational
attrition of 0.56% and financial attrition of 0.43%.

2. CWS should be authorized to file the rate schedules

attached as Appendixes A and B, subject to the conditions set
forth in Conclusion 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 signature.

5. 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
ratemaking adjustments f£or the 12 months ended Septeaber 30, 1982,

and/or September 30, 1983, exceed the lower of (a) the rate of return
found reasonable by the Commission for CWS during the corresponding
periods in the most recent rate decision, or (b) 11.58% for 1982

and 12.08% for 1983.

6. Appendixes A, B, and C to D.93845 should be canceled
concurrently with the effective date of this order.

TINAL ORDER

IT IS ORDERED that:

1. California Water Service Company (CWS) is authorized %o
file for its Bear Gulch District, effective today, the revised rate
schedules in Ap§endix A. The £iling shall comply with General Order
Series 96-A. The effective date of the revised schedules shall be
the day of £iling. The revised schedules shall apply only to
service rendered on and after their effective date.
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2. On or after November 15, 1982 CWS is authorized to file
an advice letter, with appropriate work papers, requesting the step
rate increases attached to this order as Appendix B, or to f£ile a
lesser increase which includes a2 uniform cents per hundred cubic
feet of water adjustment from Appendix B in the event that the
Bear Gulch District rate of return on rate base, adjusted to reflect
the rates then in effect and normal ratemaking adjustments f£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 corresponding period in the then most recent rate decision or
(b) 11.58%. Such £iling shall comply with General Order Serxies 96-A.
The reguested step rates shall be reviewed by the staff to deternmine
their conformity with this order and shall g0 into effect upon the
staff's deternmination 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 neo
earlier than January 1, 1983, or 30 days after the £iling 0f the
step rate, whichever is later.

3. On or after November 15, 1983 CWS is authorized to £file
an advice letter, with appropriate work papers, requesting the
step rate increases attached to this order as Appendix B, or to
file a2 lescser inc¢rease which includes a uniform cents per hundred
cubic feet Of water adjustment £from Appendix B in the event that
the Bear Gulch District rate of return on rate base, adjusted %o
reflect the rates then in effect and normal ratemaking adjustments
for the 12 months ending September 30, 1983, exceeds the lower
of (a) the rate of return found reasonable by the Commission for
CWS during the corresponding period in the then most recent rate
decision or (b) 12.08%. Such £iling shall comply with Generxal
Order Series 96-A. The reqguested 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 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, 1984, or 30 days
after the filing of the step rates, whichever is later.
4. Appendixes A, B, anéd 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 Guleh District by
April 1, 1982.
This order is effective today.
Dated  ....FEB.=4N82 , at San Francisco, California.

JOHN E. BRYSON
President
RICHAED D. CRAVELLE
LEONARD M. GRIMES, JR.
VICTOR CALVO
PRISCILLA C GREW
Commixioners

I CERTIFY TPAT TEIS DECISION
WhS APPROVED BY THE ABOVE
CQMISSIGNERS TODAY.

/// . -. ’ E; ’
A L2
Seph 2. Bodovitz, Executive Lor

A
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APPENDIX A |
Page 1

Sehedule Xo. BG=L
sear Guleh Tariff Area
GENERAYL, METERED SERVICE

APPLICABILITY
Applicable to all metered water service.

TERRITORY

The commumities of Atherton, Menlo Park, Portola Valley, Woodside, and
vicinity, San Mateo County.

RATES Per Meter

Per Month
Service Charge:

For 5/8 x 3/4-4nCh DELEY .ecececrvcrnsccccrcocansee$ 5.00
FOZ‘ 3/1"111013 neter Gcsrrresscsssstiarsssnsssss 8.%
For 1-5DCh DELEr .ccievvecrrrovcnsssacanses 1150
For 13~10Ch DELET sevvssoocsccvcccnccsecsses  16.00
FQZ' 2'inCh wr FrarRPRCERINSIISONPReRRRERRS 20000
FOZ‘ 3"inCh mr Ssmsssssassrssotrpessssnaves 38.00,‘
For Leoineh MELEr .coccevveveccorcccccascsses 52.00
For 6~10Ch DELET .cevececvceccscerenccannveces 89.00
ror B-inm mm IR RN NN R XN R AR R L NN S X AN N XN m.m
For 10=1inch DELET .evvcecovcccoscsccrncresns L5700

Quantity Rates:

For the first 300 cu.ft., per 100 cu.ft. .cccvseve. Q0.705
For all over 300 cu.ft., per 100 cu.ff. ceoveee.. 0.923

The Service Charge is a resdiness-to~serve charge

which 4is applicadle to all metered sexrvice and to
which 43 to be added the monthly charge computed

at the Quantity Rates. :
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APPENDIX A
Page 2

Schedule No. BC~u
Bear Gulch Tarif? Area
PRIVATE FIRE PROTZCTION SERVICE

APPLICABITITY

Applicable to all water service furnished for privately owaed fire
protection systenms.

TERRITORY

The communities of Atherton, Mealo Park, Portols Valley, Woodside,and
vicinity, San Mateo County.

BATES Per Month

For each 14-inch COMNECLIOB eecevecveravencncananene & 3.75
For each 2=inch CONNECLiON covveccocncrscansavovans 5-00
For each 3-4nch CONRECYAOR necvvovevessavocevmsnase 7.50
For each L-inch connection ...cececessceccocsvacens 10.00
For each 6~inch CORNECTLON .covecvcnvsverencecnoonce 15.00
For each 8-inch COMNECLAON .cecocevecsccssrccanoncen 20.00
For each 10~inch CONNRECTLION .ccevvscscrssaconascornse 25.00

SPECIAL CONDITIONS

1. The fire protection service facilitiezs will be installed by the Utility
at the cost of the applicant. Such cost shall not de subject to refimd. The
facilities paid for by the applicant shall be the sole property of the applicant.

2. If a distribution mein of adequate size 10 serve a private fire pro-
tection system in addition to all other normal service does not exist in the
street or alley adjacent to the premises o be served, then s service main from
the nearest existing min of adequate capacity will be installed by the Utility
at the cost of the applicant. Such cos?t shall not be sudject to refund.

3. Service hereunder is for private fire protection systems to which no

coanections for other than fire protection purposes are allowed and which are
regularly inspected dy the underwriters baving Jurisdiction, are installed
according to specifications of the utility, and are maintained to the satis~
faction of the Utility. The Utility may require the {nstallation of a detector
check valve with meter for protection against theft, lealkmge or waste of water.

L. For water delivered for other than fire protection purposes, charges
will be made therefor under Schedule No. BG-l, General Metered Service.

5. The Ttildity will supply only szuch water at such pressure as may be
availadble from time to time as a result of its normal operation of the system.

(END OF APPENDIX A)
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AFPPEXNDIX B

Bach of the following increases in rates zay be put 1o%to effect on the
{ndicated date by £iling a rate schedule which adds the appropriate increase
wthenumavemmmebemeﬁectmmtdr .

2erective Dates
J-1=03 Ll =N

Service Charge

Tor 5/8 x 3/4-inch meter $0.25
For 3/h=fnch meter Lo " 0.30
For l-inch petexr 0.50
For l#-inch meter 0. &
For 2-inch meter 1.
For J=inch meter 2.00
For Leinch meter 2.00°
For 6-4inch meter ' 4,00
For 8-inch meter 6.00
Por 10-{nch mster 7.00

'. Quantity Rates:

For the first 300 cn.ft., per 100 cu.ftl
For all over 300 cu.ft., per 100 cu.lt.

Private Tire Protection Service

For each li~inch Conpecticn
For each 2-inch Comnection
Tor each 3~ineh Connection
For each L4-inch Comnection
For each 6-inch Connection
For each 8-inch Connection
For each 1l0-inch Comnecticn
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ADOPTED QUANTITITES

Company: California Water Service Co.
District: Bear Gulch

1682 %
Cet(1000) Cez(21000)

Water Production: L,716.1 L 740.4
Purchased water : 3,95 4 . 3,980.7
Surface Supply : 799.7 759.7

Electric Power
KW

Cost

Cost per kWh

Supplier: PGLE Date: 6-21-81
3,644,700
& 245,700

$ 067408

Ad Valorem Taxes: $133,500 $139,300
Tax Rate: 0.926%

40 8% am s

Net-to~Cross Multiplier: 2.06778

local Pranchise Tax Rate: 0.8032%

Uncollectible Rate: 0.13%

Metered Water Sales Used to Degign Rates:

cer N Usage - &iﬁz

563,638 566,143
82 3,920,057

4,463,500 4,486,500




8., Number of Services:

No. of Services Usage-XCe? ‘Avg. Usage-Lef/Yr.,
E2 EE 125_’5 EB ht

Commercial-Metered 16,137 16,207 L,236.0 4,257.0 262.5 262.5
Tndustrial 7 7 2.7 12.7 1,813 1,81%.3
Public Authority 100 101 1694 170.% 1,694.0 1,687.1
Othexr 18 18 454 L 2,522.2 2,577.8
Subtotal 16,262 16,343 L,463.5 L4,486.5
Private Fire Prt. 58 59
Public Fire Prt. 8 8
Total 16,328 16,410
. Water 1oss 5.36%

Total wWater Produced

9. Number of Services (by meter size)

Meter Size lﬁ'c‘

5/8" x 3/u" 11,406 sexrvices
34" 24
1" 3,703
13" 793
2" 288
3" 32
T 20
6" 5
g” 1

Total
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Opermating Revenue

Expeases

oM
Taxes Otbher Than Income
Subtotal

Deductions & A'g ustmants

Transportation Depr. AdJ.

G.0. Depr. Add.

Soc. Sec. Taxes Capitalized

Interest :
Subtatal Deductica

State Tax Depreciation
Yet Taxabdle Revexus
CCFT at 9.6%

Operating Revenue
Expenses

Deductiocns

FIT Depreciaticn
Preferred Stock Div. CT.
State Income Tax
Taxable Revenue

Graduated Tax AdJ.
AdS. for Invel. Conver.
Tnvestzent Tax Credit
Iz

$5,455.2

2. 8?2-
169'0 :

3.062.9

)
15,8

601.2

558.1
1,253.7
120.3

5,455-2
3,041.9
601.2
511.7
3.7
220.3

1,170.5
Shl.l

=

L81)

530.7
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APPENDIX D

Bill Insert for CWS Customers
(Bear Gulch District)

One item of expense included in the rate increase recently
granted to CWS for ite Bear Gulch District by
the Public Utilities Commission, anounting to $148,600,was
attributable to President Reagan's Economic
Recovery Tax Act of 1981, which requires the
Public Utilities Commission to charge ratepayers
for the expense of taxes which arc not now being
paid to the Federal Government and which may never
be paid. This expense may increase in the future o~

as a percent of your bill.

(END OF APPENDIX D)




