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Decision __ 8_2_0_3_020 SEP 81982 
BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

In the Matter of the Application ) 
of CALIFORNIA-AMERICAN WATER ) 
COMPANY for an order authorizing ) 
it to increase its rates for water ) 
service in its MONTEREY PENINSULA ) 
DISTRICT. ) 
-----------------------------) 

Application 82-02-47 
(Filed February 22, '982) 

Stee!el, Levitt & Weiss, by ~~na~ G. 
jtiss, Attorney at Law, for Cali!ornia-
American Water Company, applicant. 

William Dixon, for Utility Workers Union 
Local 5", intervenor. 

I9m ~alztll, Attorney at Law, for 
Utility Workers Union Local 5" and 
Coalition of California Utility Workers, 
interested party. 

~mes E. Scarff, Attorney at Law, and 
Mehgi G. Ragpout, for the Commission 
staff. 

INTERIM OEINIQli 

I. Introduetipp 

By Application (A.) 82-02-47 riled February 22, '982, 
California-American Water Company (CalAm) requests authority to 
increase rates in its Monterey district by $2,808,'00 (40.2S) in 
'982, with additional increases of apprOXimately $922,'00 ('2.8S) in 
'983, and $573,600 (7.7S) in '984. Four days of public hearing have 
been held in this matter. 
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The last general rate increase for this district was 
authorized by Decision CD.) 92241 on September 16, 1980 (A.58850). 
In that proceeding CalAm requested additional revenues to compensate 
for the $2,680,000 additional plant construction in progress at the 
time. The estimate~ amount consisted of 

Four Wells 
Water Treatment Plant 
Mains 

Total 

th~ following: 
$ 565,106 

1,376,348 
738.546 

$2,680,000 
the Commission did not allow the additional revenues requested, 
providing instead: 

"When the four wells and treatment plant in 
the Lower Carmel Valley go into service, 
applicant is authorized to file an advice 
letter with appropriate supporting data to 
adjust its rates to reflect the reasonable 
cost of th1s 1nvestment." (D.92241.) 

The projects are now completed. 
On March 4, 1982. CalAm filed Advice Letter 234 st~ting 

that the projects would be completed by March 31, 1982. The cost of 
the completed projects is $5,037,285, consisting of the following: 

Four Wells $ 848,702 
Water Treatment Plant 2,519,069 
Mains 1.669.514 

Total $5,037,285 
CalAm requested authorization for an annual revenue increase of 
$925,000 to compensate for these costs. 

By Resolution W-2980 dated May 18, 1982, the Commission 
authorized a $489,200 annual revenue increase, based on the original 
estimate of $2,680,000 tor plant additions. Regarding the remainiog 
portion of CalAm's request, we stated: 

"Because of the large differences between 
actual and estimated costs, it is our view 
that in the current rate proceeding, the 
utility should justify all cost increases 
over and above the original $2,680,000 
estimate." 
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Accordingly, CalAm has offered evidence regarding this investment as 
~art of 1ts showing in this proceeding. . 

This matter was to ~e su~mitted based on 1982 and 1983 test 
years, with rates effective on Octo~er " 1982. After all the 
evidence regarding these plant additions was received, CalAe proposed 
that the schedule of the main case ~e changed to a January " 1983 
decision, based on 1983 and 1984 test years, and that an interim 
order be issued addressing the remainder or its request relative to 
the plant additions. CalAm's proposal requires that additional data 
be furnished the staff and that further hearings be scheduled for the 
fall. Staff supports Ca.1Am' s proposal. 

II. Plant Additiops 

CalAm's witness Bennett testified regarding the differences 
between the estimated and actual costs or plant additions. A 
comparison of these costs 1s shown below: 

Direct Cpsts. 
Land 
Wells - 4 
Pumping Equipment 
Fencing 
Pipeline 
Filter Plant 

Subtotal 

~e:t:h~a" So 
Legal & Consultants 
Company: Eng., DeSign, 

Constr. & Insp. 
AFUDC 

Subtotal 

Total 

Actual 
Costs 

$ 173,707 
214,836 
332,859 

21,347 
1,507,718 
1.996·359 

$4,246,826 

$ 332,395 
212,513-
245·551 

$ 790,459 

$5,037,285 

Original 
1978 

~stimatts 

$ 170,000 
100,000 
215,000 

20,000 
660,000 

, .230, OOQ. 

$2,395,000 

$ 25,000 

186,000 
7Y·QQQ 

$ 285,000 

$2,680,000 

Cost 
Changes 

$ 3,707 
114,836 
117,859 

1,347 
847,718 
766,359 

$1,851,826 

$ 307,395 
26,513. 

171.551 
$ 50;,lI59 

$2,357,285 
He explained why actual costs were so much greater than originally 
estimated. 
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Bennett testified that some of the difference was due to 
the over 40~ escalation in the costs of material and la~or over the 
four-year perio~ from when costs were originally estimated ('978) to 
the time of su~stantial construction ('98'). He also identified 
various changes in plans or conditions that contri~uted to the 
differences. 

Regarding wells, CalAm elected to install observation wells 
at each of the four well Sites, a decision that was Dvt originally 
contemplated. CalAm also specified continuous inspection of the well 
construction and development process by hydro-geological consultants, 
to ensure construction of the best wells possible. This inspection 
was not included in the original estimate of project costs. 

Regarding pumping equipment, a large part of the additional 
cost is due to a use permit clause reQuiring ~ubmersible pump motors. 

Regarding pipelines, the '978 pipeline cost estimate was 
not ~ased on the actual configuration, since sites had not been . 
definitely selected for the wells and filter plant. CalAm was unable 
to overcome objections to its proposed San Ca~los well site, so it 
expanded its existing Begonia plant. A much longer pipeline was 
required (29,250 feet vs. '9,950 feet). 

Regarding the filter plant, several factors eontributed to 
the higher costs, including inflation. The pneumatically operated 
valves at the existing plant were changed to electric valves, in 
order to eliminate compressor nOise that had led to many complaints 
from residents near~y. Further unexpected cost increases occurred 
from the need '~o fit 11 additional filters at the rear of an existing 
site with o~ly front access. Further costs arose from the need to 
remove two existing pumps used to pump supernatant backwash water, 
and to install two larger pum~s in their place (25 H~ vs. '5 H~), and 
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to install two new 100 Hp su~ernatant pumps. Because the backwash 
lagoon that could be built on the Begonia site is limited in size, it 
must be pumped out twice a day, requiring higher rated and larger : 
horsepower pumps. All rour pumps were required to have submersible 
motors. 

Construction of the plant was put to competitive bid. The 
low bid of $780,000 was reduced to $442,883 by eliminating certain 
minor elements of work and removing portions of the job that could be 
done at lower cost by CalAm employees and local labor. The total 
cost for plant installation (excluding filter equipment) is about 
$595,000, as compared to the $780,000 low bid. 

Regarding legal and consulting costs, CalAm provided a 
chronology of the use permits process indicating the various stages 
and delays that contributed to such costs being much greater than 
anticipated. 

Starf witness Wilson testified that stafr has reviewed 
CalAm's construction program and finds the $5,037,285 figure 
reasonable. Starr states that the majority of the work was 
contracted out and done by the lowest bidder. Stafr finds th~ costs 
and procedures reasonable. 

Based on CalAm's showing and the staff reView, we find that 
the remaining balance of the costs associated with the Lower Carmel 
Valley project inclUded in Advice Letter 234 was reasonably incurred 
and is appropriately included in rate base. 

We also find CalAm's procedural recommendation is 
reasonable. Although we prefer to avoid frequent rate increases, 
either course leads to increases only a few months apart (October 1st 
and January 1st if the case stays on the orig1nal schedule). This 
adopted approach has the advantage of isolating the increases related 
to this project that has been vigorously supported within the service 
territory, enhancing public understanding of the reasons for the 
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increase. Further, this approach avoids the apparent unfairness of a 
decision in late 1982 based on a '982 test year, with its 
corresponding implication of inadequacy. Therefore the parties 
should proceed as proposed by CalAm. 

III. ~ep~ Reguiremeot apd Rate Pts1gn 

CalAm's original request was for $925,400 annually. The 
amount granted by Resolution W-2980 was $~89,200. The remaining 
revenue requirement is $436,200. CalAm should be authorized to 
increase its rates in or4er to recover this additional revenue. 

In Resolution W-2980 we stated: 
"Because the new plant is not directly 
related to water consumption, the increase 
is applied equally t~ the service charge and 
the commodity charge on a percentage 
basis." 

We find the same rationale applicable to this further increase in the 
absence of any evidence to the contrary_ tt The following tables show typical bills tor res1dential 
metered customers at various elevations and usage levels, at present 
and authorized rates: 
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Cali!o~1~-Amer1c4.~ WAter Comp~ny 
Mo~terey ?enin~~~ District 
RES ID~TIAI. METERED SZRVICE 

BILL COMPARISON 
(5/8 x 3/4-inch meter~) 

MO:'lt~y U::e Present P...'\te5 Authorized RtLte.s Peree:'lt I~ereAse 

Crtt.vity Zone 

300 eo:._ # • $ 5.80 $ 6.21 7.07~ ...... 
500 ,t " 7.64 8.17 6-94 1,000 " " 12.26 13.06 6.52 

1,500 14 .. 16.88 17.96 6.39 
2,000 .. " 21.50 . 22.85 6.28 
2~5OO " .. 26.::"2 '2:7.75 6_24 
3,000 " " 30.74 32.64 6 .. l8 

Fir~t E1evation Zone 

300 cu .. # • $ 6.35 $ 6.76 6)~~ ... ... . 
500 " " 8.39 8.92 6.32 

1,000 rr " 13.51 14.31 5.92 
1,500 .. " 18.63 19·71 5.78 2,000 " " 23.75 2;.10 5.6e 
2,500 ., " 28.87 30.50 5.65 
3,000 " tt 33·99 35.89 S·59 

Second Elevation Zone 

300 cu. ft. $ 6.78 $ 7.19 6.05~ 
500 " " 8.94 9 .. 47 5·93 1,000 " " 14.36 15.16 5.57 

1,500 " " 19.78 20.86 5.46 
2,000 " " 25.20 26.55 5.36 
2,500 " If 30.62 32.25 5.32 3,000 It • It 36.04 37.94 5.27 
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Because tbe investment bas been made and the ~lant is in service, the 
rates authorized by this order should be effective immediately. 
F1n~1ngs 9f Faet 

,. CalAm has invested $5,037,285 in its Lower Carmel Valley 
project. 

2. The actual costs substantially exceed the original 
estimated costs of the project. 

3. The actual costs were reasonably incurred by CalAm. 
4. A portion of the actual costs have been included in rate 

base and reflected in rates by Commission Resolution W-2980. 
5. The remaining balance of actual costs should be included in 

rate base and reflected in rates. 
6. Based on CalAm's last authorized rate or return, the 

revenue requirement associated with the actual costs of this project 
is $925,400 annually. 

7. The rate increase authorized by Resolution W-2980 was 
calculated to yield $489,200 annually. 

8. The additional revenue requirement associated with the 
remaining balance of the ac~ual costs is $436,200. 

9. Because the new plant is not directly related to water 
consumption, tbe increase is a~plied equally to the service charge 
and the commodity charge on a percentage basis. 

10. The increased rates authorized are justified; the present 
rates are for the future unjust and unreasonable. 

". The rate increase should be effective immediately. because 
the ~lant is in service and otherwise providing no return to CalAm. 
~nelys1ops of Lax 

1. CalAm's investment in the Lower Carmel Valley project is 
reasona~le. 

2. CalAm should be autborized to 1ccrease its rates by 
$436,200 on an annual basis. 
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INTERIM QR]2E:B 

IT IS ORDERED that California-American Water Com~any is 
authorized to file revised Schedules Nos. MO-1 and MO-7 set forth in 
Ap~endix A, generating $436,200 in additional revenues ~ased on an 
equal percentage increase to the service charge and the commodity 
charge. the revised rates shall become effective on the date they 
are filed. 

This order is effective today. 
Dated SEP 81982 , at San Fr'ancisco, California. 
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" jO'HN E, BRYSON 
Pt('~ident 

RICHARD D. CF.AV'ELLE 
;.~O~ARD M. CRIMES. JR. 
VICTOR CALVO 
:'RlSCI" ... LA C CREW 

Coramizioncrs . 
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AFPElmIX A 
Pagel 

A))TJlicable to all vater tu.nUsbc:d on a metered b •• ia .. 

Monterey, heine Grove, Cal'mel-by-t1le-sea, Pel Beye.u, SaDe! City, a2I4 • 
portion of Seaside 1 and vicinity 1 Monterey CoUZ1ty. 

:RATPS 

Per Meter Per MODth 
~.-t 2Ii4 

Gn.v:lty !l.evatioa !'J.eTat1OD 
Zoz:1e ZoDe Zooe 

Serv1ce Olarge: 

For 5/8 x 3/~~1neb .eter ••••••• $ 4 .. 05 i 4.3) * 4·55 (1) 
Yor 3/4-1neh .eter .•••••• 5.80 6.~ 6.70 
For 1-1neh meter ••••••• 8.40 9·~ 9·90 
l"or 1-1/2-incb meter ••••••• 11£.20 15 .. 20 15.70 
"or 2-1ncb weter ........ 24.00 26.00 28.00 
For 3-iD.c:h meter ............ 43.00 47.00 51·00 
Yor 4-1nch meter ......... 64 .. 00 70.00 76 .. 00 
For 6-1neh .eter .......... 10l.oo ll6 .. 00 131·00 
For 8-1neh meter .......... 160.00 l8o.00 200 .. 00 I 

QuaJl't1 ty P.ates: I 
For the nrBt 300 cu.:rt .. , per ! 

1 100 cu.rt . .......... ~ ..•..... $ 0.720 , 0.820 $ 0 .. 880 
I 

1 For all O"Fer 300 C\l.~., per 
100 eu.tt •....•..•••••..•.... 0.97'9 1.079 1.139- (J.) 

~e Service Charge is a readilless-to-Mrv'e charge Vh1eb 1. appl1ea'ble 1;0 
all metered aerv1ce and to vh1c:b 10 to "be added the aonthly charge c:oaputed 
at the Qtwit1ty Bates .. 

SP!CIAL COKDmOlf 

':he bo'lmdar1es of the three zones 1D vh1c::h the abo'fe rate. apply ue •• 
8C't forth in the Prelim pary Statement cd del1Deated on the britt Serr1ce 
Area Maps !1led a5 put of the5e tar.ttt schedules. I 



APPLICABn.ITY 

APnNDIX A 
Page- 2 

SCHEDOI.E 00. MO-7 

MONTEREY PENrNS01.A. TARIFF AREA 

STREET SPRINKLING SERVICE 

Applicable to vater service furniShed to municipalities on metered basis 
tor street ~rinkling. . 

TE:RRI'roRY 

~e :i.ncorporated cities ot Monterey, Pacific Grove, Carmel-by-the-Sea, ~l 
Bey Oaks" and a portion of Seaside, and vicinity, Monterey County. 

RATE Per Month 

~ For all vater used" per 100 cu. ft. •••••••••••••••••••••••••• 10.931 (l) 

(END OF APPnmIX A) 



e 
Cal..1forn1a.-Amerie&D water ec.pany 

Monterey Pen1n81ll& D1atnet 
RESIDllrrIAL ME1UED SlRV'ICE 

BILL C()!PARISCli 
(5/8 x 3/4-:lneh meters) 

Montblr Use P.Z'eaent Rates Autborized Bates Percent Increase 

Gravity Zone 

300 cu. ft. $ 5.80 * 6.21 7.07'/. 
SOO " " 7.64 8.17 6.94 

1,000 " " 12.26 13.06, 6.52 
:',500 " " 16.88 17.96 6.39 
2,000 " " 21..50 22'.85 6.28 
2,500 " " 26 .. 12 Z'f.75 6 .. 24 
3,000 " " 30.74 32.64 6.18 

J'irst !:leva. t10n Zone 

e 300 cu. ft .. * 6.35 $ 6.76 6.~ 
500 H " 8.39 8.92 6 .. 32 

1,000 " " 13.51 14.31 5.92' 
1,500 " " 18.63 19'·7l 5.78 
2,000 " " 23.75 25.10 5.68- /' 2,500 .. " 28.87 til"". 30.50 5.65 
3,000 " " 33.90.~ /J. 35·89 5.87-s:r 

Seccmd l'levat1oc Zone 

300 cu. fi. $ 6.78 $ 7.19 6 .. ~ 
500 .. " 8.94- 9.47 5.93 

1,000 " " 14.36 15.16 5.57 
1,500 " " 19.78 20.86- 5.le6 
2,000 " " ~.20 26.55 5.36-
2,500 " " 30.62 32..25 5.32' 
3,000 " " 36.04 37·94 5.2:7 


