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Deeision No. _~8 .. 88'Z~ ........ 5 ____ MAY 3 11978 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

Application of Califo:rn1.a-Amerlcari 
Water Company,. a corporation,. for 
authority to raise rates in its 
San Marino Disc:ict. 

) 
) Applieation No. 57087, . 

» 
(Filed February 15.1977;' 
amended December 9' ~ 1977) 

--------------------------~) 
Eugene L. Freeland, Attorney at I.aw" 

for applicant. 
William C. Brlcea,. Attorney at 'Law,. 

for the COtiiiiission staff... ' 

OPINION --.-. ... -~--
, Applicant California-American Water Company seeks 

authority to increase rates for water service in its San Marino 
District to produce an additional $223" 600 atmually in gross 

revem.tes" which is a 13.15 percent increase. Public hearing 
was held before Administrative Law Judge Main in San Marino on 
December 21,. 1917... Notice of hearing 'WaS publishedI' ma.:f.led to 
customers,. and posted in accordance w:f.th this Commission's Rules 
of Praetice and Procedure... The matter 'WaS submitted on 
JamJAry 20,. 1978 upon the receipt of late-filed Exhibit 15. 

Testimony on behalf of applicant was presented by its 
vice president. Several customers testi.f1ed,. urging the intro­
duction of lifeline rates. The Commission staff presentation 
was made through accountants and engineers. 

Applicant I' 4 California corporation7 is a wholly owned 

subsidiary of the Ameriean water Works Company 7 Inc. (AWWC) of 
Wilmington,. Delaware 7 and operates' public utility water systems 

in portions of the counties of San Diego, I.os Angeles, Ventura,. 

and Monterey. Applicant's San Marino District provides public 

. 
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uei11~ waeer service ~o abcue 13~OOO customers and eons1ses of 
two physically separated systems designated as "upper" and 

"Lower" • '.the. Upper System serves the city of San Marino a.nd 4 

pore ion of the ciey of San Gabriel 4lld vicinity. The Lower 

System. serves the cities of Rosemead,. Temple City ~ alld El Monte~ 
and certain unineorporated territory of !.os Angeles County. 
Ra::es 

Applieant proposes to cba.nge from its present bloc'k-rate 

type st:ruetu::'e to .a service charge plus uniform commodity charge 

type for its general metered service,. to increase rates for that 

service,. a.Ut! to increase rates for construction and oeher temporary 
water service (Schedule SM-9). Present rates for general :ztet:ered 
service .are as follows: 

F1r8t 800 cu.!t. or le$8 ••••••••••••••••••••• 
Next 1.700 cu.ft •• per 100 eu.!t ••••••••••••••• 
N~xt 7.500·eu.ft •• per 100 cu.!t ••••••••••••••• 
Over 10,000 eu.ft •• per 100 cu.!t ••••••••••••••• 

Minimum Ch.arg~ 

For 5/8 x 3/4-ineh meter •• ~ •••••••••••••••••••••• 
For 3/4-ineh met~r ••••••••••••••••••••••••• 
For l-ineh meter .. ___ .;. ............. __ ••••• 
For ~in¢h ~ter ••••••••••••••••••••••••• 
For 2-i~ch meter ••••••••••••••••••••••••• 
For 3-inch m~tcr ••••••••••••••••••••••••• 
For 4-inCh met~r ••• _ •••• _ ••••••• __ ._ •••• ~ 
For 6-ineh met~r ••• ,;... •••••.••••••••••••••• 
For 8-inCh oeter ••••••••••••••••••••• __ •• 
For lo-ineh met~r ••••••••••••••••••••••••• 
For 12-ineh met~r ••••••••••••••••••••••••• 

S }.10 
4.00 
6..20 

11.00 
16.00 
32.00 
49.00 
88.00 

135.00 
175.00 
236.00 

The l'.inimum Cha.r~ 'ooiill cmti tle- the eu6tom~r 
to the- ~uantity of ~at~r~hich that minimum 
charge-·will purchase at the ~tity Rates. 
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Rate of 'Return 
A public utility is constitutionally entitled to an 

oppo:r:tun1ty to earn a reasonable retu::r:l on its 1n'V'estment which 
is l.awfully cevoted· to the public tlSe. It is a percentage 
expression of the cost of c:a.pit.al 'Utilized in providing service. 

Within this context~ a fair and reasonable ra.te of return applied 
to an appropriately derived rate base quantifies the earnings 
opportunity available to the ente1:prlse aftel:' recove:::y of O~::'­
ating expenses~ depreciation allowances and taxes. 

Ultimately ~ the rate of return determ1D8.tion :!.n this 
proceeding must represent the exercise of informed and impartial 

judgment by 1:he Commi8sion~ which must necessarily give equal 
weight to c~ and investor interests in deciding what: con­
stitutes ~ fa.ir a.nd reasonable rate of ret:urn. Such balancing 
of interests i8 directed toward providing water consumers with 
the lowest :ates pract1eable~ consistent with the protection of 
the utility's capacity to function and progress tn furnishing 
the public with satisfactory ~ efficient service and to maiXltain 
its financ1&l integrity, attract capital on reasonable terms and 
compensate its stockholders appropriately for the Use of their 
money. 

Applicant contends that the fair rate of return :tor 
it is 10.08 percent, which is based on its c:a.pit:a.l structure, 
as of December 31, 1976, consisting of 60.66 percent debt and 
39.34 percent adjusted common equity, its .embedded cost of debt 
of 8.84 percent, and an allowance for return on equity of 
12 percent. To ~port the 12 percent return on common equity, 
applicant points to reeent de<:1siollS by the Commission illVolving 
California Cities Water Company,. San Gabriel Valley ~&ter Company,. 

califom1a. ~ter Se%'viee, and Southern Califonda ~ater Company 

in which aut.horized rates of return result ,in computed returns 

on eommon equi1:y ranging from 12. CO to 12.78 pereent. 
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'nte Comadssioll staff contends ~t 9 to 9.3 percent is 

a reasonable range in- rate of return to be app-lied 'Co applicant's 

rate base. In =eaehing its recommended range the staff used the 

consolidated capital structure and debt costs of AWe, applicant' s 
parent company, and its subsidiaries.. 'l"b.e staff stresses tbs.t 
such use is consistent with our holdings in the prior decisions 

. on this utility, that the recommended range brackets the 9 .. 2 per­
cent f01md reasonable for applicant, in i.es last general rate 

proceeding (D .. 86249 dated August 17, 1976), and that there h&s 
been no material cbaDge in either the consolidated capital ratios 

or costs of senior securities of Awe a.nd its subsid1aries since 
that deter~Dation. 

In D.86249 the following reasons were listed for the 
staff's using the consolidated capital structure and debt cost 

of Awe and its subsidiaries: 

·'1. lbat e&pital structure a.nd debt cost _8 adopted in recent rate increase 
proceedil2gs ixlvolving applicant's 
Village, Baldwin Hills, Coronado, 
and Sweerwater Districts. 

"2. Secondaxy leverage will cause .Axiericatl' s 
yield on cOtlDOn equity to be greater 
than applicant's yield on common equity. 

"3. "l'he use of American' 8 c:a.pital structure 
negates the doWXNard adjustment of 
C41-Am's interest rate on origin&l long-
te%m. debt (Wieh resulted from refina1Xing 
the origiDa.l short-term. debt of applicant) 
adopted by the Commission rate increase 
applications prior to the Village proceeding.. " 

Despite the above quoted reasons, using the consolidated 

capital structure of Awe and its subsidiaries is. nonetheless. 
unwieldy because tbAt structure is so highly leveraged. 'l'he 

cozmnon equity ratio is 1n the 20 percent range which makes the. 
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vetry. difficult task of setting the reasonable return on COSIO'll 

equity more difficult. Alao.its use is worrisome in that the 

embedded cost of debt to the operat1X1g cODtpany and the reult1ve 

importance of that debt in its own capit:a.l structure are not 

visible. 

Witi1 regard to the benefit to the parent c:ompanyfrom 
sec:onc!ary leverage it' 'WOuld appear that effect is mitigated,by 
... plant acquisition adjustment. '!'bat is au adjustmeut 'Which 

precludes the inclusion in rate ~I:e and therefore ea.ro!n.ga on 
the &nount by which the purchase price of w&ter systems exceeds 

the net book value of the properties. Jus of August 31, 1977 
applicant's 'tmBmott1zed pant acquisition adjustme:l.t was ' 
$4,929,934 (Exhibit 12,. Att:4ch'llent 3). 

With regard to the interest rate on applicant's original 

long-term debt ($20,000,000, 8-3/4 pe;%'c~t, first mortgage boDds, 
1969 issue, due 1995), we made in D.76279 (1969) 70 cpue 243- the 

following f~: 
. "3.a. 

''b. 

"c. 

• • • 
Yhen applicant was organize<! to acquire the 
water Depart:mez:t of Ot&TC, AWWC bor:owed 
$45,000,. 000 from six ba.nks, ewo on the 
Wes~ Coast and :our in the East ~ of which 
$20,000,000 ~s loaned to applicant on a 
3-year note beJ!.rlng interest at 5-1/4 per­
cent. Said note expired on March 31, 1969, 
and applies.nt b.&s been :equi%'ed to refinance 
said note with notes bea~ interest at 
7-1/2 percent from March 31, 1969 to June 9. 
1969 and at 8-1/2 percent from said latter 
date to December 31~ 1969, and has sough~ 
authority to issue lc;ng-term debt at 
8-3/4 percent. 

Applicant r S parents. and their bankers aM 
imrestment c:o'tlD.!:ellors. failed to refiDaD<:e 
~CfS short-term notes at lower interest 
rates before it lG.S too late and the prime 
rate had risen, radically. They were laggard 
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in their efforts to obtain for applie&nt, 
and its customers, the benefits of low-eost 
fina.nei.ng. The public interest 'WQuld be 
adversely affected if applicant's aDd its 
pa.rents' laggar<1neas were permitted to flow 
through. to the customers in the form of 
higher rates for ~ter service. 

"d. Applicant's predecessor, CW'&':C~ bad a long 
financial history with capab1l1.ties of 
borrowing large sums of money at low inte:­
est rates. 

This original long-term debt was i1l.C'Urred for applicant' s . 

si."t original districts. 'l.'he properties of one of the largest of 
those dis'trlcta, the Sweetwater District, have 0ee1:1 taken by a 
public entity. AJs, a result of that condemnation, applieant' s 

capital structure is undergoing substantial change. 

In Decision No. 86807 dated January 15, 1977 in case 

No. 9530 ~ we disC".lSsed extensively the resulte of the staff's e investigation i:l.to the finances of Awe and Cal-Am. Among· 
other things, we observed ~t Awe bad not made any cash 
investments in Cal-Am' s securities subsequent to acquir.ng the 
water properties in 1965. Moreover, 'W'e pointed out that Cal-Am.' s 
continued maintenance of a higher dividend payout ra.tio than the 
ratio of AWWe's dividend to its consolidated net income resulted 
in Cal-A:m. sending up-stream funds which were then lnvestedin 
Awe's other subsidiaries or were used to retire the holding 
company's stock and debt. 

A prohibition on payment of dividends by Cal-Am imposed 
in said Decision No. 86807 was later rescinded by Decision No. 87710 

dated AugtlSt 16, 1977 in case No. 9530, which further ordered that 
part of any funds derived from the then anticipated condemnation 

of the Sweetwater District be reinvested in cal-Am' s other 

d:r.stricts. 
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cal-Am t S intent 1:0 conform with this order' is evident 

in Exhibit 13 which indicates that: a portion of -=he Sweetwater 
condemnation proceeds is being used n to retire its two most 

expensive debt issues~ those being its $5~OOS,OOO of 9-7/8 percent 

debentures ADd $1 million of 9-1/4 percent firat mortgage botac:ls. 
In light of the present and near-term future capital re<fllirements 

of its ..... operat.ing di:strlcts, and because -the interest rate OD. 

its 8-3/4 percent first mortgage bonds is very i&vorable in 
today'. ma.rke1:~ the eompany decided against calling any of the 
8-3/4 percent bonds. Instead~ the company's stoc:lQ.olcIe:'8 will 
invest: the $7 .. 2 million of unalloca.ted cash available from the 

Swee1:l4-:er condemnation in new Cal-A:zl "Water plant facilities ••• " 
From. Exhibits 1 and 13 it is apparent that applieant' 8 

eapital ratios by early 1978 should a.pproach SO percent long-term 

debt and SO percen.t adjusted. COtElClOl1 equity (i.e." after deduet:1ng 
the unamortized ba'lB.tlc:e of the ut:11ity plaut ~equi$it1on a.djust­

ment) and ~t the cost factor for its remai~ng long-term debt 
should approximate 8.60 percent. 

A£ter careful eO:lSideration of the entire reeord~ 'We 

reach.a judgmental det~t1on of 9.6 percent 4S the fair 
rate of return for applic:a.nt. It yielc:J.s a computed return on 
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COUlDOtt equity of 10.60 percent~ using a capital struc:t\tre of 
50 percent debt aDd 50 percent common equity and A cost: fa.ctor 
of 8.60 percent for debt. A 10.60 percent -return on c:om:aou 
equity comports with applicant t s equity -r4tio being higher than 

tr.a.t <:,f other maj or water utilities under O\1%' jurisdiction and 
with the existing parent/applicant relationship. 

If the rates for water service in each of applic:ant' s 
districts are b::ought into balance with the fa.ir rate of returD. 

of 9.6 percent" a computed before-tax interest" coverage of 3.40 
times will pertain in relation to a weighted debt cost of 
4.30 percent. 'l'his will co'tmteract a serious erosion in coverage 
wb.ich hs.s been exacerbated by the removal of the earrdDga poten­

tial of the SweehRtter District. In Exhibit 6 applicant depicted 
this erosion: 

~imated Coverage~ 1977 
(Before Income Taxes) 

: E6.~s Available : Interel5t on . . 
Forecast Bae:is . For Coverage : lons:term Debt : Coverage .. 

12 Months Estimated s:5~515.000 S2~459~500 1.43 times 

8 Months Recorded & 
4 Months &tim.o.~ 1~875.200 2.430.900 . 0.71 timee 

10 Mon~ Recorded & 
2 Months EstimaUo<! 1.558.100 2,446,000 o.64~tiJDe.~ 

-8-
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Results of ~ation 
tJiene.sseB for applicant and the Commission staff have 

analyzed and estimated a.pplicant r 8 operational results for this 
district. SuDcarlzed in the following Table I are the estiJDat:ed 
results of operation~ taken from 4ppl~cautts EXhibit 3 and the 
staff's Exhibit 10~ for test year 1977 under present w.ter rates. 
For comparison~ this table also shows the results of operation a.~ 
rates authorized h~e:f.n •. 

Table I 

Estimated Results of Operation 
(Test Year 1971L-. 

: : Present ali1:es ::AuthorlOZed Ri1:es: 
: _____ I;;.t_em~ ____ _.;.::A~j):~:i~i~ea~n~t~:::::.;::;.s"'~ta.==--~~f~f=::_:A_dop ............. t ... ed...._.__R_.esu_......l_t .... s __ : 

(Dollars in Thousands) 
Operating Revenues $1,.700.0 $1,.700.0 $1,923.6 

~in£m:es 846.2 846.2 846.5 • te:nanee 
Adndn. & General 22t) .. 9 220.9- 220.9 
Depreeiation 137.9 137.9' 137.9 
Taxes, Except Income 164.0 164.0 :S6.3 
Income Taxes 54.6 79.4 192.6 

Total Expenses 1,.423.6 1,448.4 1.564.2 

Net Operating Revenue 276.4 251.6 359~4 ., 

Average Rate Base 3,.779.3 3,779-.'3- I 3, 779'.~ 

Rate of Re~ 7.311- 6.661. 9.S1Z 

Applies.nt's estimates in Exhibit '3 supe7:se<!e its earlier 
estimates set forth in Exhibit 2. '.the updated est!ma.tes are con­
sistent wit':! t:he st;aff estimates in Exhibit 10 and reflect a con­
servation effect. They also reflect various cost changes recently 
experienced including those i: electric power ~ payroll, and 
payroll-related costs. 
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'When applicant: prepared its Exhibit 2 est:f.ma.tes of water 
use (322.2 Ccf per resident:tal, 502.7 Cef per commercial., and 
991.4 Ccf per public authority customer)., neither the 1976 recorded 

consumption was available 'nor was the fact that 'Water consumption 

for the eleven months ended November 30., 1977 was lS.2 percent 
below the same period in 1976. In contrast, as set out by the 
seaff in Exh!bit 10 "!t:.7he estimated cO':lS1Jmption per residential., 
co:maerc1a.l, and Public Authority metered customer by staff is 

301.S7 Ccf., 531.22 Ccf and 935.55 Ccf respectively for test year 
1977. !he staff's estimate reflects a 3.01. reduction in sales to 
residential and eommercial customers due to a. change in future use 
patterns resulting from applicant's ~ter conservation program 
including the distribution of 'Water conservation devices." 

Our adopted operating results shown in the last column 
of Table I, at the rates authorized herein, reflect this staff e showiDg modified to accommodate cost changes., including income 
taxes., associated with changes in revenues. One further modifica­
tion increased the interest deduction used by the seaff in comput­

ing taxable income from $154,000 to $160,200., consistent with the 
debt ratio of 50 percent and the debt cost factor of 8.60 percent 
associated with the fair rate of return detexmination 
1I&de hereinabove. It can be seen by comparing the entrtes 
for operating revenues in Table I that the rates to be authorized 
yield additio~l amxual operating revenues of $223~600 representing 
a 13.15 percent increase. 
Authorized Rates 

Exb.:Cbit ''1>'' appended to the amendment to the application 

filed December 9,. 1977 foreshadowed Exhibit 3. It eontain~ the 
'operating results upon which applicant is basing its $1,,923,.,600 
revenue requirement for this district (i.e." operating expenses 
of $1 .. 542,600 a.nd net opera.ting revenues of $381,000,. with the 

latter figure representing a 10.08 percent rate of return on a 
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$3,779,300 rate base). On December 12, 1977 the following notice 
of the amended application ~s mailed to each customer in the 
San Marino District: 

"NOTI~ 

"Oe. February 15. 1977. California-American '.later 
Company filed A:l'plieation ~o. 5?087 ...-ith the Coli.fornia 
~blie Utilities Commi&8ion for authority to raise rate& 
ch.elrged to the eulStomer in it~ San Marino District. 

"Oe. Decem~r 9.. 1m. Cali!'ornia-l\merican Water 
Company tiled &!l. amendment to Application No. 57087 with 
the California Public Utilities Commission requesting that 
the Oommi88ion recognize various change-8 .... hich have occurred 
8ince tiling of the original application, ..... hS.eh con8iet 
primarily of antiCipated lo .... er revenues due to .... ater con­
:!ervation @e inerea.sed coete for .... ater al5eeeem2ente.. electric 
po .... er .md :pD.y:"oll. experienced e:u.beeq,uent to the filing or 
the original application. 

"'The original application req:ueeted a.uthori'ty to increaee 
rate~ by 9.46% for general metered and metered conetrlction 
service, .... hich .... &8 eetimated .... ould produce an additional 
$159,000 arQually in greet,; revenuce. The amended applica­
tion req,ueotl5 authority to increase rates by 1~.15% for 
gex:.eral oeteree and metered conetruction service ...... bich 1e 
el5timated will produce an additional S22~ .. 600 annually in 
g%'0815 revenues. 

"Inq,uiriel5 relative to the proposed increase may ~ 
directed to the California Public Utilities Commission at 
either 455 Golden Gate A.v~nue .. San Francisco, California 
94102 or 107 South Broad .... ay .. toe .Angeles .. California 90012. 
making re!erence therein to A.pplication No. 57087. 

"A copy of the amended applieation and related exhibits 
may be examined at the offices or the Cali!ornia Public 
Utilities Coomiseion at 455 Golden Gate Av~ue in San 
Franciseoand at 107 South Broad .... ay in Los Angeles, a;nd in 
the of!ice of California-American Water Com~ at 
2020 Runtington Drive. San ¥..o.rino .. California.. 

"The Com::ti.&8ion ha.e eet this matter for :public hearinge 
co~neing on December 21, 1977 at 10:00 AM in the City 
Hall, Council Chambers, 2200 Eant1.ngton Drive. So.n ~.arino, 
Ca1i!ornia at 'Which time and place ap:plicant ant: all 
interested parties may a:ppear and 'be .heard. . 

Califo~-~riean'Water Compa.z1y" 
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However 7 because of an error in rate design7 the rates 
as proposed by ap?lieant yield additional annual gross revenues 
of $175 7 000 which £a11 $487 600 short of the revenue requirement 
of $1,923 7 600 contended for by the applicant. A revenue require­

ment of $1,875,.000 equates to an 8.82 percent rate of return. 

Although the staff supports 41>plieant' s p:-oposed con­
version from a minimum charge rate schedule to a service charge 

rate schedule for general meteJ:ed service 7 it opposes a:pplicant's 
proposed r.ate structure in other respects. That rate structure 
provides. for a uniform quantity rate and results in a reduction 
in cbs.rges to certain users. In Exhibit:s 10 and 15 the staff 
recommended that a 300-cubic-foot lifeline block be established 

in a t-wo-qu&utity-block structure with in:verted rates and service 

charges be formulated in such manner as "to elinrl:nate or minimize e any reduction in customer's monthly bills 7 particularly with the 

high quantity users. ft The staff recommendation on lifeline rates 
comports with current Cormnission policy. 

For comparison,. tabulated on the following page are 

applicant's proposed rates,. staff rate designs taken frO'!ll 

Exhibit 15, and the rates authorized he:ein. The authorized 
rates are designed to yield additional annual gross revenues of 
$223,600 requested by applicant and achieve a 9.51 percent rate 
of return on a 1977 test year basis. 
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:. ________ ~Pe~r~~M~~t~e~r~P;~r~M~o~n~t=h----------: 
:App1icant: Sta.!! Rate ~e : RatelS : 
:Pro~I5e<i :E.S2% Bate:10.08% ;a,.t~ :,Authorized: 

: 

:" ____________ ~I~te~m~ __________ ~:~Ra~t~e~8 __ ~:~o~f~~~tn~rn~:~0~f~Re~t~u~~=_~:~B~e~~~in~: 

Service Charge: 

For 5/8 x 3/4-ineh ~ter •••••••• $. 2.60 
For 3/4-inch meter •••••••• 2·90 
For l-inch meter •••••••• 3 ... 90 
For ~ineh meter •••••••• .5.50 
For 2-inchmeter •••••••• 7.00 
For 3-ineh meter ........ .. l3.oo 
For 4-ineh mete:- ......... . 17 .. 80 
For b-inch meter ........ . 
:For 8-inch meter .......... . 

29·50 
44.00 

For 10-inch Qeter .......... .. 54.50 
~ Quantity Ratee: 

Lo .... er Syartem 

Per 100 cu.ft. •••••••••••••••• S 0.236 
First 300 eu.!t.. per 100 cu.!t •• 
Over 300 cu..!t .... :per 100 eIl.ft •• 

Pe: 100 cu.!t. ................. $ 0.275· 
First 300 cu. .. !t •• per 100 eIl.f't •• 
Fi:."et 300 eu.!t •• ;per 100 cu..ft •• 

S 2.60 S 2.75 
3.10 3 .. 30 
4.70 5.00 
7 .. 30 7.70 

10.40 11.00 
20.00 21.00 
29'.40 31.00 
,52.00 55.00 
79.00· 83.00 

lOl.OO 107.00 

$ - $ 
0.172 0.181 
0...233 0.246 

$ - S 
0.192 0.202 
0 .. 260 0.274 

The Service Charge· is a readi:ness-to-eerve 
charge applicable to all metered service 
and to .... hich i~ to be a.dded the quantity 
charge comp~te<i a't the ~tity Ratee. 
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Investment Tax Credit Reporting 

In Decision, No .. 87838 dated September 13, 1977 in 
Application No. 53587, et al, concerning the Pacific and General 

telephone companies we made the following finding: 

"4. For rrc we shall make an adjustment prior 
to the end of each calendar year (or as soon 
thereafter as possible) for the rates to be 
set beginning January 1 of the next calendar 
year taking into account at that time the 
groweh in ~he amount of ITC es~imated for the 
next immediate future calen4ar year as com­
pared to the last test year (0:: last preceding 
year), and recomputing federal 1:aX expense and 
gross revenue requi::ements based on that new 
estimate for each year between rate cases. 
nds method ce>m?lies with the requirements of 
ratable (service life) flow-through selected 
by the utilities under IRe Section 46. 'f 

Based on this quoted finding, the staff recOlmlen.ded that 

e applicant California-American water Company "submit to the 
Commission sometime prior to the end of each calendar yes.r begin­
ning with the tes~ year, their estimated Investm.ent Tax credit 

for the next calendar year relatiD,g to the 61. ratable flow-through 
to income. Applicant should also show the effect on =ates to 'be 

effective beg1mdng January 1 of the next calendar year, taklng 
into account at that time the gro'Wth in the amo~t of Imrestmen:t 
Tax Credit estimated for the nexc immediate future calendar year 
as compared to the last test year (or last pr~ing year),. 
reeompueing ehe federal t:ax expense 4-od gross revenue requ1rem.enes 
based on the new estimate for Investment Tax Credit for each year 
between rate C&ses •••• ff 

Applicant's respo'llSe to the staff recommendation is 
contained in late-filed Exhibit 12 in the Village District rate 
proceeding (A. 56966) • That exhibit bas been incorporated into 
this record by reference. 

-14-



A.57087 SW 

Applicant opposes putting into effect at this tfme the 
annual adjustment 'Which is indicated by the staff proposal. con­

tending that the issue of whether it will result in a den:ta.l of 

the investment tax credit is controversial and unresolved. 

Holding the s1:4ff's proposal in abeyance will:t it asserted. allow 
a meaningful review of the issues involved before a.ny irreparable 

haxm results. If this is done. applicaut argued, the need for it 

to become 11'Nolved in this controvers:tal and mAny-faceted. issue 

will be eliminated and in time when the issues are finally 

resolved. the Commission can apply to applieant the results of 

the litigation. 
Applicant also pointed out that pertinent projectiOns 

for the ensuing year are not available in November. its capital 

budget fo:: any given year being given final approval in Februa::y 

of that yea:::. Any projection prior t~' that date 'WOuld, according e to applicant. be highly speculative a':ld clearly unreliable because 
it would not reflect management's consideration of current business 
conditions (e.g.. strikes or shortages of building materials). 

From our s'Candpoint:t the sta:ff recommendation appears 

premature in that Decision No. 87838, supra. has been stayed 

pend:t~ the appeal to the California Supreme Court. Nonetheless. 

to assist the staff in monitoring for informational purposes 

changing revenue requirements with changes in income taxes 
4scribable to ~atB.ble flow-through of the investment ~. eredit, 
applicant will be directed to furnish the data so~t by the 
staff but to do so with a three-month lag. 'nlat lag is in 

keeping with applic:aut t s timetable for its capital budget (i.e., 

the due date is moved from the end of the c:alenda: year to. the 

end of March of the ensuing year). 

-15-



A .. 570S7 S"',.; /1-:3 /'~. * 

Finc.i':'lSs 

1. A?plicari: • s ..... a tcr <l1.!A 1 i :y_ con~~rv:t :ion p't'ozrllm. And 

sc-x-vicc ::.re s~cisf:t-:tclry ~ 

2. The .lcio?t<,d ~stirn..":t~s. ?!"~v'iously discus:c:ee h(!':·~!::.'l. 

of o~crGting ~cv~nu~~. o?~rating ~x?~n~~r.. ~nd rate b~s~for 

t~e test y~s~ 1977 ~~aso~bly indicAte th~ ?r~~~ble rcsult~ 
of ~??lic~nt's opc!"ations lor the n~nr !ucu!"e. 

3. A?~lican:'s r~~uest for An inc!"cas~ in gross ~~~r~tin3 
rcv<,nucs ,. $""3 600 I: ,.. • 0:: __ • _or t .• 1.S 

r.:!:e of retu:-n on !"at~ :'a~e in ~u~ .aC(I";'t(.'(j (\;')c.ra:in~ results. 
This is slightly l·!'ss tha~ the fair rat .. : of ret\t"!"n for applicant:, which 

=ate 0: !"~tu~ is 9.6 perccr.c. Such incre~se is just and =easonable. 
u. The !"at~$ :tuthorlzed her~in fo!" ~~neral m~t~red service 

.a.!"~ ~SCG on the st8.f! recorroend~d rllt~ d~!lti~n. That eesig:.'l is 

a?~ro~=iatc ~n~ proper. 
S. 7."'le projX)scd rate!: :0-:: const:ru<:t~.on nnd ~r.;h¢r tcmporery 

~~rvi~c (Schedule SX-9) are r~a~onaol~. 
6. The- incrc.~$es i~ rate~ and c(-.... "'!rg~:c: au:horl7.C'~ herein a.re 

ju~:ifiee; ~he ra:C's a~d c~rges ~uchoriz~c herein are reasonable; 
.:l:'ld ~he ?r(!s~nc races :<:tc! chs.rg~:s. ir.softlr ~~ they <!i~fer fr()m 

those j)rcscrio~C! h~rcin. are 10r"tr:<, future- unj'U~t: a~d u':'t=~~oM.blc.. 

7ne Co~ission concl~d~s thAt t~e a??lication sh~ulc be 

gra. nted to the exec!"! t 'Or~vid~ by the f 011. ('t'lo."i,ng orde-r a no :h.:l t 

~j)?li~an: ~hould ~~ r~~uireG :0 fu~is~ ~or info~Ational ?ur?Oscs 
C~=~Rin ~~ta concc~~ng the inves~~ent t~x c~eci:. 

o R D E R 

:T IS O?.DERED tbat: 



A.57~ ka 

e The effective date of each revised schedule shall be four days after 
the date of filing. The revised schedule shall apply only to service 
rendered on and after the effeetive date thereof. 

2. Applicant shall furnish the starf with data by district 
substantially as described in this decision under investme:lt tax 
credit reporting and in paragraph 31 of Exhibit 10. The data for 
year 1975 shall be tendered to the starf on or before June 30~ 1975. 
Thereafter, i'or three more years~ such information shall be provided 
each year on or before March 31 or the year to which the estimates 
apply-

The e!'fective d.ate oi' this order shall be thirty days after 
the date hereof. 

Dated at __ ....:San=:..:Fnm:.:;:·=d800==-___ ~ Calif'ornia~ this 
day of ~ MAY 7 1975. 
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C01iID1ssioners 
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:leeeesa.ril,- a.'!)sent. cUd not. ;part;ie1;pa.w. 
!.::. the di8~5!. tiou 0: this ¥:roce~ 
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APPBNljIX A. 
Page 1 or 2 

Sehed:ale No. SM-l 

San !/..srino D1:striet Tar:tt:r Are:J. 

Stm,. Mar.ino~ Ros_ead~ portions ot San Ge.briel~ ~emple City,. end· 
'Yie1n:1ty ~ Los .A:Dgelea Cotmty. 

Serviee <.:barge: 

For 5/8 x 3/4-inChmeter ••••••••••••••••• 
For 3!4-1nChmeter •.••.••..•.....•. 
For ' 1-1n.eh m~ ••••• ' •••••••••••• 
For 11-inCh meter ••••••••••••••••• 
For 2-1nCh mete%-' •••••••••••••.•••• 
For 3-ineameter ••••••••••••••••• 
For 4-ineaDeter ••••• - •••• ~- ••••• 

,~ For 6-ineb. meter .................. . 
'For 8-ineb. JIleter •••••••••.•••••••• 
For lo-inCh meter ................. . 

Q:aatrtity ':Ra:tes: 

$ 2.70 
3.20 
4..80-
'7.50 
1O~70 
20.50 
30.20 
53.30 
81.00 

103.60 

First 0-300 eu.ft.) :per 100 eu.ft. $ 0.177 
Over 300 eu.:tt.,. per 100 eu.tt. •• 0..239 

$ 2~70 (c) (I) 
3.20 
4.80 
7.50 

10.70 
20.50 
30.20 
5;3..30 
8:1..00 

103.60 (C) (I) 

$ 0.197 (C) (I) 
.267 (C)(I) 

Z'be s~ee Cba::'ge 1& a.ppl1eable to all metered service. (C) 
It is 8. read1necs-to-:::erv1c:e charge to 'WhiCh is added tl::te I 
ehs.rge,. ecmptIted at the Q'asntity Ra.tes) tCYr ~ used 
dta:il:lg the month. ( C) 



APPENDIX A 
Page 2o! 2 

ScheduJ.e No. SM-9" 

San Marino District Tariff ANIJ. 

..;.CX);:;;~_S._TROt'!~_I:::;.;O~N ~ ~ 'mQ?ORARY SERVICE 

" . 

~licahle to tez:pors...,- va:ter se:"Vieeprov1<!ed on s. :ne.t rs.te basis, tor 
~ ps.~....::g,. curb a:od s1dewa.J.k construction,. and i'or 'Water delivered to tank 
vagOIlS or tl'uek= 1"x'om. fire ~= or other outlets provi<!ed for 'sw:h purposes .. 

TERRl'TOLt! 

~e dties 01: San Na....""'ino ~ Rosemead. and portions 0'£ the d.t1ea 0'( 
San Ga.'briel~ El. Monte,. '.te:r.Ple c:tty,. end certain eont1gtlO'll& tIll1neor,pora.ted. 
uea.s ~ Los Julgeles CCranty. 

Fo:' Flooding :Ditehes: 

o to 4' de~ •••••••••••••••••••••• 
Over 4' to 6' d~ ••••••••••••••• 
Ovt:!r 6" to' $' deep ................. . 
OVer S' to~O' deep ................ .. 
OVer 10' to 12' deep ............... . 
Over 129 d~ •••••••••••••••••••••• 

.. _ ... 

$ .016 
.022 
.('fZ( 
.o~ 
.044 
.Oil 

$ .m 

" 
" 
ft 

" 

Pt:!r 100 Gallons 

(I) 

(I) 

1. For other te:::,pors.r.y use.:: the quantity ot water used. sbe.ll. 'be est1m8.ted 
or metered by tbe tttil1ty. CbArges!<»: suCh water sb.aJJ. be a.t tbe quartt1ty 
X'&te 'tar ~e:re.l Metered. Service. 

2. A;pplieant tor tempo~ se:"Vic~ sMU "be req:ai=-ed to pay the utilltY' 
1:. 8.d.vnnce the ne~ eo:;t.. 0'£ ins't8J J .( 'Cg and removing MY' tecUi:ties neees.se.r:r 
:tn eo=eeti01l 'With tumi~ such servi~ by tb.e utWty. 

3. A;ppliea.nt tor ~ cervice 1NJ.Y' be requi.""'e<i to deposit 'With .the 
utility 3. sum. 01: mcnq equeJ. to the est1mt\.ted amotmt 0'£ the utill:ty's bill tor 
such service. . 


