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Decision No. 89108 JUl251978 

BEFORE THE PUB~IC UTILITIES CO~~ISSION OF THE STATE OF CALIFO~~IA 

In the ~~tter of the Application of ) 
CALIFORNIA WATER SERVICE COM?A.~ ) 
a eorporation, for an order author- ) 
izing it to increase rates charged ) 
for water service in the Selma ) 
District. ) 

-------------------------------) 

Application No. 57332 
(Filed ~~y 23, 1977; amended 

J~~e 1, 1977 and August 31, 1977) 

McCutchen, Doyle, B~own & Enersen, by 
Crawford Greene, Attorney at Law, for 
appliea."'lt. 

Paulette J~"'lian, Attorney at Law, for 
city 0: Selma, Protestant. 

Jasper William~ and Elmer Sjostrom, 
Attorneys at Law, and Ernst G. ~~olle, 
Ke~"'leth Chew, Be~~y Y. B. Tan, ana 
A. v. Garde, for the comm~ssion staff. 

I~~Ett!M OPINION 

Applicant California Water Service Company seeks authority 
to increase rates for water service in its Selma District. The 
?~o?osed annual step rates through ~~e yeAr 1980 would increase annual 
revenues by a total of $67,600 or 18 percent. A?plic~"'lt also re~uests 
a preliminary order 9r~"'ltin9 partial rate relie: which would increase 
a~"'lual revenues by $16,200, or 4 percent, pending final disposition 
of this proceeding. 

Public hearing was held in Se1:a O:l October 5, 1977. Copies ot 
'the orig1nal applica-cio:l a..~d ar:end:nents hz:.d. been se:-ved.; :lot-ice o~ filing of 
the a??lica~io:l published. 3:Q.d :nailed -;'0 C'US~o::lars; and. not.ice o~ ~ng 

-1-



A.S7~~2 Alt.-RDG-ka 

published, mailed to custo~ers, ~~d postee, in accordance With this 
Co~ission's Rules of Practice ~~d Procedure. The interim rate 
relief phase of the application ~ submitted on October 5, 1977, 
subject to receipt of applic~~t's b~ef by Noveccer S, 1977 and 
receipt of reply briefs ·~thin 10 additional days. Applica~t's 

brief Was filed Nove~ber 7, 1977. A reply brief in opposition to 
the interim rate relief was filed by the Co~ssion staff recommending 
that the interim relief be deferred until co:pletion of the sta!£ 
studies in early April 197$. 

Follo~ng notice to all ap?ear~ces, adjou~ed hea.~ngs 
were held, on a consolidated record With pending applicatior~ 
involving four otcer of applicant's districts, before ACQinistrative 
Law Juc.ge Gilman in S~ Francisco on April 10, 11, ~~d 12 and. in 
Stockton on April 13 and 14, 1978. This application was submitted 
for final deCision on April 14, 1978, subject to receipt ofcon~rrent 
opening briefs by Y~y 4, 197e and reply briefs by May 14,. 1978. A.'1. op-ening 
brief w~z filed by applica."'lt and 2 reply brief W~.S filed by tl'le stpi'f. 

In support of the request for rate relief in this district,. 
applic~~t prese~ted testi~ony of its vice president in charge of 
regu.latory matters. Tes'';i::ony applicable to overall CO~?a:ly ope:-ations 
has been presented by ~~nesses for applica~t acd the Co~ssionfs 
staff in pending Application No. 57328, the Stockton District rate 
proceeding. That evide~ce was incorporated by reference in the 
Selrr.a District proceecling. 

The CommiSSion presentation to:- this district was ~acle 
t~ough tr~ee engineers. 

The ~ayor and the city atto~y for the city of Selma,. and 
one customer or the Selma District preser.ted statements in OPPOSition 
to the rate increases. 
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Service Area and Water System 

Applicant owns and operates water sys~ems in twenty-one 
districts in California. Its Selma District includes all of ~~e 
incorporated city of Selma, toge~~er with contiquous territory in 
Fresno County. The terrain is flat, with elevations ranging from 
300 feet to 318 feet above sea level. The population within ~~e 
area served is estimated at 11,400. 

Water for the Sel~a District is obtained from 13 company­
owned wells located throughout 'the service area. All well pumps 
are electrically powered and five of them have a secondary source 
of power. Pressure governors and time switches are used as the 
primary controls for the wells. 

The transmission and distribution system includes about 
42 miles of mains, ranging in size up to 12-inch. There are about 
930 metered services, 2,I75 flat rate services, 14 private fire 
protection services, and 190 public fire hydrants. 

Service 

There have been no informal complaints to the Co~~ission 
from this district during the period from ~anuary 1976 through 
August 1977. Ctility records indicate'that customer complaints 
received at applicant's district office were quickly resolved. The 
absence of any service complaints from any c~stomers at the hearing 
is a further indication that service is satisfactory. 

Rates 

Applicant's present tariffs for this dis~rict consist 
primarily of schedules for general metered ser/ice, resieential flat 
rate service and public fire hydrant service_ 

Applicant proposes to increase its rates for general 
metered service and residential flat rate service. 

The following Table I presents a cocparison of applicant's. 
present and proposee general metered service rates and residential 
flat rates with those authorized herein: 
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COHPhRISON OF l-10NTIILY RATES • 
VI 
~ 
\.., 
\." 

ProE.osed Rates' Present* Authorized Rates N 

Metered Service Rates 1978 1979 1980 1978 1979 1980 » 
t--r 
(t 

Service Charge: • 
I 

For 5/8 x 3/4-inch meter •••.• $ 2.98 $ 3.18 $ 3.34 
3/4-inch meter ••••• 

$ 3.61 $ 3.00 $ 3.15 $ 3.30 (g 
4.90 ? For 3.28 4.70 4.90 5.30 4.40 4.60 

For 1-inch meter ••••• 4.45 6.40 6.70 7.20 6.00 6.30 6.70 ~ 
For 1-1/2-inch meter ••••• 6.19 9.00 9.40 10.10 8.40 8.80 9.40 {IJ 

For 2-inch meter ••••• 7.92 11.50 12.00 13.00 11.00 
For 3-inch meter ••••• 14.59 21.00 22.00 24.00 20.00 
For 4-inch meter ••••• 19.43 29.00 30.00 33.00 27.00 
For 6-inch meter ••••• 32.68 48.00 50.00 54.00 45.00 
."or a-inch meter ••••• 48.98 72.00 75.00 81.00 67.00 
For lO-inch moter ••••• 60.19 89.00 93.00 100.00 83.00 

Quantity Rates: 

For the first 300 cu.ft., 
0.153 0.167 0.190 0.157 per 100 cu.ft. · . . . . . . . . , , . . 0.207 

For the next 200 cu.ft., 
per 100 cu.ft. · . , . . . . . , . . . . .153 .222 .253 .276 

For allover 500 cu.ft., 
per 100 cu.ft. • • I • • • • • • • , • • 

.201 .222 .253 .276 

(t~o .. all ovel" )00 cu. ft. J 
.214 POl' 100 cu. ft. • • • • • • • • • • • I • • 

The Service Charge is applicable to all metered service. 
It is a readiness-to-serve char<,Je to which is added the 
charge computed at the Quantity Rates for water used 
during the month. 

11.50 12.00 
21.00 22.00 
28.00 3().00 
47.00 50.00 
70.00 7~.OO 
87.00 93.00 

0.160 0,172 

0.220 0.231 

.. Authorized by Resolution No. W-2190, dated July 26, 1977. in response to applicant's Advico 
I.etter 553. 

I Set forth in applicant's Exhibit 8, which reflects the staff recort'lrnendations as to "Lifeline" 
rate guidelines. 

(Continued) 
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Flat Rate Service 

Single-family residential unit, 
including premises having the 
following area: 

6,000 sq. ft. 01" less ••••••••••• 
6,001 to 10,000 sq. ft ......... . 

10,001 to 16,000 sq. ft •••••••••• 
16,001 to 25,000 sq. ft •••••••••• 

Each additional single-family 
unit .................. " ........... . 

elI~E I . 
Page 2 of 2 

COHPhRISON 0.' MONTHLY RATES 

Present* Proposed Ra~cst _ 
Rates 1918 1919 1980 

$ 7.71 $ 8.44 $ 8.52 $ 8.67 
9.33 10.14 10.23 10.41 

11.80 12.86 13.00 13.22 
14.85 16.16 1(>.32 16.60 

5.11 5.56 5.61 5.71 

e 
~ • 
~ 

~ 
~ 
~~ 

Authorized Rates N 

1911S. J.'J19 

$ 8.00 $ 8.30 
9.l!0 10.25 

12.50 13.00 
15.15 16.50 

5. )0 5.60 

1980 ~ 
-I-' 

ct 
• 
I 

!U 
t:I 

'f 
$ 8.60~ 
10.65 fJ> 

13.60 
11.30 

5.90 

* Authorized by Resolution No. W-2190, dated July 26, 1971. in responso to applicant's Advico 
Letter 553. 

I Sot forth in applicant's Bxhibit 8, which reflects the staff recommendations as to "Lifeline" 
rate guidelines. 
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St~ff studies, with which applic~nt concurs, show that 
an average commercial metered customer (business and residential) 
will use about 35,280 cubic feet of water per year, or 29 Cc: 
(hundreds of cubic feet) per mon~~. For a eustomer with a standard 
SIS x 3/4-inch meter, the charge for that quantity 0: water under 
present rates is $8.57 per month. At applicant's proposed step r~tes 
for the years 1978, 1979, and 1980, the corresponding ~onthly charges 
would be, respectively, S9 .. 4S, $lO .. 49, and Sll.41, or 10, 22, <3.."ld 33 
percent higher than ~"lder present rates. At the rates authorized 
herein, the corresponding monthly charges would be, respectively, 

. $9 .. 04, $9 .. :3 5, a.."ld $9 .. $2, or 5 1 9, a.:ld 15 percent higher t.ha."l 'U:l.d.er 
present rates. 

For a typical flat rate residential customer on premises 
of 6,001 to 10,000 square feet in area, the present rate is S9.33 
per month. At applicant's proposed step rates, the corresponding 
monthly charges would be, respectively, SlO.14, SlO.2~ and S10.41, 
or 9, 10, and 12 percent higher than u..."'l.der present rates.. At t.."le 
rates authorized herein, the corresponding monthly charges would be, 
respectively, $9.80, $10.25, and $10.65, or 5, 10, a"ld 14 percent 
higher than under present rates. 

Results of Operation 
Wi~~esses for applicant and ~~e Co~ssion staff have 

analyzed and estimated applicant's operational results. S~~ri%ed 

in t.."le following Tables II-A a.."!d -3, based upon Ex.iibi ts 6 a:.d 7, but expanded 
to show a more detailed breakdown of the various itecs of revenues 
a~d expenses, are the estimated results of operation for the test 
years 1978 and 1979 u..'"lder present rates, u..'"lder those proposed by 

applicant, and u.."'l.der the rates au~~orized herein. 
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Sum~ry of E~rninbs - Test Ye~r 1978 

(Dollars in Thous~nds) 

Staff 
Present Pro~sed Present Pro~ose4 

Rates Rates btes Rates 

~era~ins Revenues 

~etercd $ lll.0 $ 120.5 $ l26.5 $ 135.3 
Flat Rate 250.8 275.4 254.6 281.3 
Fire Protection & Ydsc. 6.7 6.7 7.1 7.1 . 

Total Operating Revenues 368.5 402.6 388.2 423.7 

Oper~tins ~~nses 
o. &M. % A. & G. & Mi~e. 

Purchased Power 58.6 58 .. 6 58.5 58.5 
Payroll 78.5 78.5 83.2 83.2 
Other O. & M. Exp. 24.9 24.9 25.2 . 25.3 
Other A. & C. & Misc. 7.0 7.0 7.1 . 7.1 

Total o. & M. , A. & C. 
& Y..isc:. Expenses l69.0 169.0 174.0 174.1 

T~y.es Ot~er Th~ Income 

Ad Valoret:l 28.3 28.3 27.0 27.0 
P~yroll 5.2 5.2 5.5 5.5 
Other .1 .1 .1 .1 

Total 'l'axes Other 
Than Incoce 33.6 33.6 32.6 32.6 

Dey::ec:ia:ion 28.8 28.8 .32.1 32.1 
C.o. Prorated E~enses 

Payroll & Benefits 24.5 24.5 25.5 25.5 
Payroll Taxes .9 .9 1.1 1.1 
Other Prorated ~. 9.8 9.8 12.2 12.2 

Iotal c.o. Prorated 
Expenses 35.2 35.2 38.8 38.8 

I!lc:or.:e Taxes 

Incl. T~es Before I.T.C. 22.6 40.6 23.5 42.1 
Invest=ent T.~ Credit (7.0) (7.0) ~9.3) ~9.3) 

Total Inc:o~e Taxes 15.6 33.6 14.2 32 .. 8 
Total Operating Expenses 282 .. 2 300.2 291.7 310.4 

~et Operating Revenues 86 .. 3 102.4 96.5 113.3 
Rate Base 986.3 986.3 1,067.0 1,067 .. 0 
Rate of Return S "'5~ lO.3~ 9.04;: lO.62% • I 70 

Water Produc:~ion KCcf 1,519.0 1,58'9.3 
Metered Sales - KCcf 363 .. 1 431.3 

~ Average Metered Services 928 958 
Average Flat Ra:e Services 2,198 2,2)0 

(Red Figure) 
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Ado~ted 
Rates 

137.4 
264.2 

7.1 
40$.7 

58.5 
83.2 
25.2 

7.1 

174.0 

27.0 
5.5 

.1· 

32.6 

32.1 

25.5 
1.1 

12.2 

38.8 

34·3 
~9 ... .3) 
25·0 

302 .. 5 
106.~ 

1,067.0 
9.95% 

1,589.3 
431.3 
958 

2,2.'30 
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S~ry of Earnings - Test Year 1979 

(Dollars in Thousands) 

A221ica."l t Staff 
Present Proposed Present Prop<lsed 

Item Rates Rates R.:lte:s Rates 

02crating Revenues 
!1etered S 112.0 S 125.4 S 129.0 $ 141.4 
Flat Rate 257.4 294.1 267.0 307.9 
Fire Protection & ~~sc. 7.4 7.4 7.4 7.4 

Iotal Operating Revenues 376.8 426 .. 9 403.4 456.7 

Q2erating E~enses 
o. & !1.~ A. & c. & Misc. 

Purchased Power 59.9 59.9 60.5 60.5 
Payroll 82.4 82.4 90.3 90.3 
Other O. & M. Exp. 26 .. 5 26.5 26.6 26.6, 
Other A. & C. & Y.1sc. 7.4 7.4 7.5 7.5 

Tota.l O. & M. r A. & c .. 
& !-'.isc. Expenses 176.2 176.2 184.9 184.9 

Taxes Other Than Income 

Ad Valore:: 30.5 30.5 ~O.9 30.9 
?:Lyro11 5.5 5.5 6.0 6.0 
Other .1 

Total Ta.xes Other 
.1 .. 1 ·l 

Th:Ln Incooue 36 .. 1 36.1 37.0 37.0 
Deprecia.tion 31.1 31.1 35.7 35 .. 7 

C.O. Prora.ted E~enses 

Payroll & Benefits 26.1 26.1 27.2 27.2 
Payroll 'Ia.."<es .9 .9 1.3 1.3 
Ot~l~r P:oorat.ec. Exp. 10.1 10.1 13.2 13.2 
Tot~l C.O. Prorated 

Expenses 37.1 37.1 41.7 41.7 
Inc:o~e Ta.xes 

:~cl. Ia.xes E;efore I .. I.C. 15.1 41.5 14.6 42.7 
Znvest:cnt Tax Credit (9.1) ~9.1) (11.3) ~ll. 3) 

Total Incoce Taxes 6.0 32.4 3.3 31.4 
Iotal Operating Expenses 286.5 312.9 302.6 330.7 

~et Operating Revenues 90.3 114.0 100 .. 8 126 .. 0 
Rate Base 1,098.5 1,098.5 1,195.4 1.195.4 
Rate of Return e.22% lO.:38% 8.43% 10.54~ 

~Ater Production KCcf 1.552.7 1,654.9 
Metered Sales - KCcf 366.9 441.2 tit Average Metered Services 932 970 
Average Flat Rate Services 2.256 2,))9 

(Red Fi~re) 
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Adopted 
Rates 

$ 145.0 
2$9·3 

7'0!± 
41+1.7 

60.5 
90.3 
26.6 
7.5 

184.9 

30.9 
6.0 

.1 

37.0 

35.7 

27.2 
1.3 

13.2 

41.7 

34-$ 
~11. 2) 
2J.S 

.322. S 
11$.9 

1 r 195.l.; 
9.95% 

1,654 .. 9 
441.2 
970 

2.339 



A .. 57332 A1 t..-RDG-/ka 

Applicant's original estimates were completed 
in May 1977, Wit.h a msjor·a::lend.::rle:lt :nade in August 1977. 
Between then and the completion date of the staff's exhibit, 
several changes took place in rates for pu:chased power, ad valo:e:n 
taxes, and other expenses, so~e of which have been reflected in 
offset increases in applicant's rates. Also, additional data 
became available as to actual numbers of customers, year-end 1977 
plant balances, and other recorded data. 

Instead of amending ~~e estimated summaries of earnings 
each time a change took place and each time later data became 
available, applicant kept ~~e Commission staff advised of changes 
and new data so they could be reflected in ~~e staff's estimates. 
~~en the staff e~~ibits were distributed, applicant checked the 
staff's independent estL~ates for reasonableness and adopted those 
portions on which ~~ere were no issues. For the purpose of ~~is 
proceeding all of the staff's estimates, except those related to 
~~e staff's original recommendation ~~at flat rate service no longer 
be made available to any new customers, have been adopted by 
applicant. ~~en the Commission issued Oecision No. 88692 dated 
April 11, 1978 in Case No. 10114, re~oving various ~~datory 
metering requirements from an earlier decision in that proceeding, 
the staff wi~~drew its recom=endation, leaving no issues to be 
resolved with respect to su=ma--y 0: earnings. In view 0: (1) ~~e 

time which has elapsee since this application was filee, (2) the 
fact that the public hearing was held in Sel-~ before the issue 0: 
potential metering arose, and (3) the fact that necision No. 88692 
requires review of the flat rate vs. meteri?s problem in any ~ 
general rate application, it would not be appropriate to reopen ~~e 
current proceeeing to cover that SUbject. 

-9-



A·57332 Alt.-RDG-/ka 

The more detailed oreakd.own in Tacles II-A 3."'ld -3 under .adopted. 
results of operation will provide a basis for review of future 
advice letter requests for rate increases or dec'reases to offset 
changes not reflected in either (1) the test years 1978 and 1979 
or (2) the trend in rate of return into 1980 adopted as the basis 
for the rates authorized herein. The purchased power rates are 
those which bec~~e effective April 1, 1978 and result in a composite 
charge of 5.055 cents per kwh. The composite equivalent effective 
ad valorem tax rate of 2.332 percent of the dollars of l)egin.."'linq-of­
year net plant plus materials and supplies is that applicable to 
the fiscal year 1977-78. The state ~"'ld federal income tax rates 
used are the current 9 percent and 48 percent rates, respectively. 
the investment tax credit is ~~e current 10 percent applicable to 
operations. 

Operating Revenues 
Both applicant and the staff used the "Modified Be~"'l" 

method, as described in ~~e staff manual, Standard Practice U-25, 
to estimate co~~ercial metered sales. Nei~er staff nor applicant 
used 1977 recorded data in the regression analysis due to the 
abno~l conservation effect experienced during ~~a~ drought yea:. 
~he methods usee by both a~~licant ~~d the staff were consistent 
with guidelines established by the staff ~"'ld the California Water 
Association's Consumption-Revenue Est~4tion Committee. Esti~ted 

no~alized cons~~~tion per metered co~ercial customer before adjust­
ment for conservation for both 1978 and 1979 test years is 356.0 Ccf 
in applicant's studies and 361.9 in the staff's studies. This 
difference of less th~"'l two percent is due to slightly different 
projections of ~~e indicated trend in cons~~ption when data for 1977 
was dete~ned to be unusable. The drought effects had not been 
~~ticipatcd in the st~"'ldardized guidelines and specific procedures 
relating thereto are not specified. 
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Applicant. a."'lc, st,~! agree that t,here .... 'ill 'be so:e 
~esidual conservation even though the drought is over. To est,~~t.e 
t:~s effect, applicant usee a jud~ental percent,age.o! the recent 
r~corded decline in cUSt.o=e~ usage. A??lic~t. est~at,ed the long­
ter::l residual CO:lse:"V'ation e!'tect. t.o be 12 .. 5 a..."d 6 percent belo~' t~e 
p:-e-c.:-ought "no:-:.~" fo:-, ~es?ectively, :net,ered a:lc. flat r~t.e 
c~sto=ers. The st.aff est~at.ed the resieual conservat.ion e!~ect. 
to be a??ro~at.ely 2 .. 5 percent. below t.he ?re-~ought. "nor.:al" l'or 
co~ercia11 10 percent. for public aut,hoTit.y custo=e=s, ~d 4 percent 
for flat rat.e custo:ers. 

!n August 1977, to arrive at its resid.ual co!".servQtio::. 
effect., ap?lic~",t, est~atec. 1977 sales ~o be below no=:a1ized a."d 
used appror.i:ately one-t~~rd o~ the percentage difference as t.he 
reSidual conservation ef~ect. Eo~~ver, the sta!£, in est~ating its 
reSidual conse:"V'ation effect, had later data available which showed 

e ::"eco::"'dec. 1977 sales f::"'o: Ap:"il through :)ece:ber t.o 'be greate:- tha:l. 
~."t.icipat.ed by applicant. The sta!! then used a??ro~ately one­
fo~~h of the pe::"'centage difference as the reSidual conservat.ion effect. 

A~~licant. concurS in the use of the later dat.a an~ does ~: .... 
"'''ish t.o challenge t:b.e one-fourtl: factor usee. 'by the st.ai"i ratr..e:" 
th~ one-thi::"'d used oy applicant in thiS district. as residual 
conservation into t.he futu:-e. i:le ~'ill adopt the sta:fl' esti::a'te. 
Co~serva~io~ o~ Wa~e~ ~~e ?owe~ 

Applicant presented, in a previOUS series o~ rate 
proceedings, a co~prehensive review of its efforts to effect water 
conservatio~. Decision No. $7333 dated ~ay 17, 1977 in Application 
No. ;613~, involved applicant'S Bast Los Angeles ~is't=ict., which 
was the init.ial dist.::-ict. o~ the ?::"'evious series. That decision 
included a discussion of' this subject. and the findi~ that ap?lican't'~ 
co~ervatio~ progra: was satisfactor,r. 
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In the current proceeding, applicant presented evidence 
that it is continuing actively to prevail upon its customers to 
avoid nonbene:icial cons~~ption 0: water. Also,' applicant has 
followed the reco~~endation of the Commission staff in Case ~o. 
10114 (the pending Co~~ssion investigation into water conservation 
matters) that, in orde: to conserve powe:, a program of p~-np 
efficiency testing be established. 

Rate of Return 891..10 
In Decision ~o. dat.ed 4UL 25 1978, 1978 in 

Application No. 57330, applica."lt's Salinas District rate proceeding, t,.."'e 
Commission discussed at some length the basis for its findings that 
rates of return of 9-95 percent on rate base and 12.$1 percent on 
common equity are reasonable for applicant's operations for the 
period from 1978 ~~rough 1980. The s~-ne discussion, including 
consideration of ~uality of service, applies to applicant'S Sel~a 
District and need no~ be repeated in this decision. 

Trend in Rate of Return 
In some prior decisions in rate proceedings invo~ving 

other districts of applicant, the apparent future trend in 
rate of return has been offset by the au~~orization of a level 0: 
rates to remain in effect for several yea:s and designed to produce, 
on the average over that period, the rate of return fo~~d reason­
able. In other decisions, we de~ed it more appropriate to 
increase the rates in steps desi~ed ~o maintai~, i~ each of 
several future years, the rate 0: :eturn :o~~d reasonable. In the 
c~rrent proceeding, applicant ~~d ~~e staff recommended ~~at step 
ratez be authorized. Esti~tes of operations for the years 1978 
~~d 1979 provide the basis for the step rates applicable to those 
years. Esti~ated projection of the downward trend that would 
prevail at ~~e 1979 level of rates provides the basis for the 
1980 step rates required to maintain a level rate of return beyond 
1979. 
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As shown in Tables II-A a.."'ld -B, at present rates, the stair's 
estimated rates of return are 9.04 percen~ for 197e ~"'ld e·~3 percent 
for 1979, a difference of 0.61 percent. The staff's ~~alysis 
also shows that there is about 0.2 percent greater attrition at 
higher levels of fixed rateS. Applic~~t's studies show, in addition, 
that the expected decline from 1977 to 197e was higher th~~ from 
1978 to 1979. It appears reasonabi.e to adopt applica.."lt' s 
recommendation, concurred in by the starr, that ~"l attrition allow~ce 
of 0.75 percent over 1979 rates be adopted in establishing the 19$0 
step rates. 

The staff reco~ends that applic3.."'lt be required to file 
an advice letter with appropriate work papers at the end of 1975 and 
1979 to justify the next year's step rate. To provide adequate review 
time, app1ic~"'lt ·dill be expected to file its advice letters on or 
before December 1 of each year, based upon da.ta for the previous twelve 
months ending October 31. 
Rate Sere ad. 

After the total revenue requirement is deter:ined in 
a rate proceeding, there still r~ains the problem of an equitable 
distribution of that revenue requirenent among the various 
components of the r.9.te structure. Applica.:'lt' s original proposed 
rates were based upon early "lifeline" rate structures promulgated 
by the Com=ission, in which none of the increase is added to (l) 
the service charge for the s:allest size (SIS x 3/~-inch) of 
residential metered service and (2) the quantity rate for the 

-1;-



fir~~ 500 ccbic fcc~ 0: cons~~?~ion e~ch ~on~h. !n more reccn~ 

:~:c incre~ses grantee ~o a??liC~~,l! recogni:io~ has been given 
in lifeline ra~es to ~~c fact th~t indcfini~c freezing 0: the 

~:orc~c~tioned two co~?onen~s 0: the rate s~rccture would place 
~n un:~i= burec~ o~ l~rscr ~scrs. 

In ~~is proceeding, the st~ff presented more ectailee 
guiec:ines for rate eesign. A?plic~nt concurree in ~~e guieelincs 
~ne ~tilizee t~e~ in designing revisee proposed rates which wou:e 
produce the same revenues ~s the original proposee rates. ~hc 

staff's guieclihes, set forth in Exhibit 6, which were also usee 
. -..... 6esign!ng the rates au~horized herein, ~re: 

"A. '!'hc service charge for a 5/8 x 3/4-inch me-eer be 
i:-.creased for the years 197 S', 1$)79 an¢. 1930 so th.lt 
the charge for the 5/8 x 3/~-inch meter be approxi­
ma~ely G8 percent of -ehe charge for a 3/4-inch meter. 

"E. The lifeline qUclntity be reeuced from SOC cubic fee-e 
to 300 cu~ic feet." 

Several add~tional reco~~endations a~c co~~o~ts were 
i~cl~cec by the sta:: in its e~~i~its a~e testi~o~y relating to 

o?crations o! the co:pany as ~ whole and 0: the Sel=~ District. 
~hcy do ~ot a:!ect't~e rates to be authorized and therefore need 
net ~e the subject 0: findings, conclusions, and the oreer herein. 
~~ey eo, however, warrant the ciscussion whic~ w~s includee in 
t~e Sa:in~s ~istrict decision hereinbefore mentioned. ~he topics 
covered a:e: 

1. Utility plant acquisition adjustment. 
2. Balancing acco~~ts. 
3. Allo<:ati~9 cor.-.mon plant in district reports to the Commission. 
4. Accounting for revenue from leased water rights. 

s. Ad valore~ taxes usee in calculating income taxes. 
6. ~~~rtizatio~ 0: abnorwa1 conservation ex?ens~s. 

17 ~ccision ~o.87~1 ddtec Sep:e~oer 13, 1977 in A??~icatio~ ~0.5'1~o 
involving a?plicar.~fs San Francisco Penins~la districts, ~~d Reso­
l~tion ~0.W-2244 dated Septe=bcr 7, 1977~ ~~ response :0 appli­
cant r S Aevice l.ette:: 562, l..."lvolving the Stock~ on Dis:ric':. 
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Position of Protestant 
The city of Selma did not make any independent investi­

gation of the rate increase application, other than to compare 
~??licant's present and proposed rates with ~~osc of several city-

..:I • -h . - . . -h S J . V' 1 owne~ water systems ~n ow.er CO~~un~_~es ~n •• e an oaqu~n a. ey. 
The fact that water rates vary ~~ong different cocmuni­

ties, regardless of whether the water syste~ are pUblicly or 
privately o~~ed, is not unusual or surprising. Fur~~er, ~~e 

investor-owned utilities are normally not subsidized fro~ city, 
county, stat~or federal funds~ whereas some city-owned water 
systems are. :n fact, investor-o~ed utilities provide funds to 
city, county, stat~and federal gove~~~ents through pa~ent of 
taxes and fees not applicable to municipal systems. Also, investor­
owned water utilities are precluded by the Co~~ission's General Order 
"" 103.(: h' -h" '.(:" 1 . d 'I.. • • 1 _,,0. ...rom c. arg~ng ... e connect loon ... ees eVl.e .,;y many mun~c~pa 
systems. The uniform water main extension rule prescribed by the 
Commission provides for refundable subdividers' advances instead 
of the non-refundable subdividers' contributions received by many 

. . , munl.cl.pa .. systems. Even the rates of two similar investor-owned 
systems can vary considerably. If the plant for one was installed 
originally or replaced more recently than for ~~e other, the effect 
of inflation and of the differing depreciation reserves at any 

. . '" ., .(:.; .(:.(: - h - 'I.. d h gl.ven tl.me can •• ave s~gn~ ... _cant c .... ec ... s on t. e ... ate .,;ase an .. ence 
on the revenue re~uirernent. Thus the Co=~ission does not judge the 
reasonableness 0: rates by merely co=paring the~ with rates 0: other 
purveyors. It sets water rates on a case-by-case basis, carefully de­
termining the expenses necessary :0= the partieula= system under 
study, plant investment requi=cd, and ~~e reasonable return for ~~e 
inves~~ent in question. 

-15-
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The city is also concerned tha~ the extra cOSt of w~ter 
~o 3 small lot owner under applicant's proposed flat rateS would 
work a hardship on Sel~a's large minority population, those with low 
income and the unemployed. Under applicant'S t~.riffs, however, 3 

flat-rate residential customer cay request and receive metered service. 
Under the lifeline concept incorporated in 1~he metered service rates, 
low-usage customers get the benefit of lowe:~ rates ~han the rates 
charged for greater use. 
Findin~s 

o 

1. Applicant'S water quality, conservation program, ,and 
service ore satisfactory. 

2. Applic~~t is in need of additional revenues but the 
rates requested would produce ~~ excessive rate of return. 

3. The adopted estimates, previously discussed herein, of 
operating revenues, operating expenses, a~d rate base for the test 
years 1978 ~~d 1979, and an ~~~ual fixed-ratc decline of 0.75 percent 
in rate of return into 1980, reasonably indicate the probable results· 
of applic~~t's operations for the near future. 

4. A rate of return of 9~95 percent on applic~~t's rate base 
for 197$, 1979, and 19$0 is reasonable. The related ~verage 
rate of return for CO~M~on equity over ~he three-year period is 
approximately 12.81 percent. This will require ~~ increase of $20,500 
Or ;.3 percent, in annual revenues for 197$; ~~ increase from prezent 
rate of S3$,300, Or 9.; percent, for 1979; a~d a final increase of 
S19,000, or 4·3 percent, for 1980. 

;. The s~3ff's recommendations on rate spread are reasonable 
~~d should be adopted. 

6. The increases in rates ~~d charges authorized herein are 
justified; the rates and charges authorized herein are reasonable; 
and the present rates ~~C charges, insofar as they differ from those 
prescribed herein, are for the future unjust ~~d unreasonable. 

-16-
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7. The step increases au.t.horized in Appendix E and Appendix C 
should be approp~iately ~oclifiec in t~e event the rate or retu~n on 
rate base, adjusted to reflect the rates then in effect and nOr:ll:ll 

ratemaking adjustments for the. t'l'elve months ended October 31p 1975 
and/or the twelve months ended October 31, 1979 exceeds 9.95 percent. 

, 
$. In~smuch ~s this matter is now submitted for final deCiSion, 

there is no need. for the preliminar"1 decision phase which was 
submitted over seven months ago. 

9. At this time the effect of A~ticle XIII-A (known as the 
Jarvis-Ca~n initiative) on applicant's ad valorem tax liability is 
not known. The rates granted herein should be adj~sted by a proper 
a~ount whc~ the ad valorem tax savings under Article XIII-A are known. 

The Commission concludes that the application should be 
granted to the extent p:-ovided by the follo\1ing order on a"'l interim basis I 
until such time that the effect of Article XIII-A on applicant's ad 
valorem tax liability is known. 

INTERIM ORDER 

IT IS ORDERED that: 
1. After the effective dote of thi~ order, applicant Cali!ornia . 

Water Service Comp~ny is authorized to file for its Selma Distric~ 
the initiol revised rate schedules ~ttached to t~~s order as Appendix A. 
Such fili~g sh~ll comply 'Nith Cenerol Order No. 96-A. The effective 
date of the revised schedul~s shall be four days af~er the date of 
filing. The revised schedules shall apply only to service rendered 
on and after the effective date thereof. 

-17-
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2. On or be!ore December 1, 1978, applicant is authorize~ 
to file, along with appropriate work papers, the step rates 
attached to this order as Appe~dix B or to file a lesser increase 
which includes a uniform cents-per-hu.~~re~-eubic-feet of water 
a~justment from Appendix B in the event that the Selma District 
rate of return on rate base, adjusted to re!lect the rates then in 
effect on (1) pro forma basis using recorded sales and (2) pro forma 
basis 'With nOr::lal ratemaki=.g a~justments for the twelve montr..s ended 
October 31, 1978, exceeds 9.95 percent. Such filing shall comply with 
General Order No. 96-A. The effective date of the revise~ schedule 
shall be January 1, 1979. The revised schedule shall apply to service 
rendered on ~~d after the effective date thereof. 

3. On or before December 1, 1979, applicant is authorized 
to file, along with approp~?te work papers, the step rates attached 
to this order as Appendix C or to file a lesser increase which includes 
a u.~iform cents-per-hundre~-eubic-feet of water adjustment from 
Appen~ix C in the event tha.t the Selma District rate of return on 
rate base, adjusted to reflect the rates then in effect on (1) pro 
forma baSis using recorded sales ~~d (2) pro forma basis i1.'ith normal 
ratemaking adjustments for the twelve months e~ded October 31, 1979, 
exceeds 9.95 percent. Such filing shall comply With General Order 
No. 96-A. The effective date of the revised schedule shall be 
J~~uary 1, 1980. The revised schedule shall apply o~y to service 
rendered on ~~d after the effective date thereof. 
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~. Applicant's request for a preliminary decision is de~ed. 
Applica."lt shall, by August 1, 1978, file a."l advi~e letter redueing 
the rates set forth 1.n Appendix A to account for the ad. valorem. tax 
saving it estim~tes will result !rom the adoption of California 
Co~stitution Article XIII-A. It shall, at the s~e time, file in 
tr..is proceeding a.."ld. Se:-ve an expla."lation of iU5 esti::ate a.."ld proposed. 
modificatipns in Appe~dices B and C. 

filed, 
Because of the elapsed tiQe since this application was 

the eff ecti ve date of this o:-cier is the date hereof. ...,..1./ 
Dated at &.n Fr.md~ , California, this .....::!.l.~b~ fAv __ 

tJULY day of __________ , 197$. 

'-19- . 
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A.P?E~DrX A 
P<lge 1 of 2 

Sch~dule ~o. SL-l 

Scl~<l Tarif! A~ca 

CE~cAA!. ~mTERED SF;RV!CE 

A??:'ICA.3!tITY 

A~?lic~ble to ~ll mcte':ed water service. 

SeIm<l and vicinity. Fresno County. 

R"\~ES -

For 5/8 x 3/L.-inch ::.:!tcr ... ,. .. ,. ,. ................................ " .... 
For 3/L. ... i:\ch r.leter .................................... ,. .............. 
Fo,: l-inch ::Jeter .................................................. 
For I-l/Z"'inch meter ............................................. ill .... 

For 2-inch '!Icter .................... '" "" ............................ 
For 3-inch ::letcr ....... ,. .......................................... 
For 4 ... inch meter ....... '" ......................... ill .............. 

Fo,: 6-inch 'meter ............... " ........................... *' .... 

For 8-inch meter ....................................... " .. '" ..... 
For lO-inch meter .................................................... 

for the fi r~ t 
Fo'l." ~ll o'ler 

300 eu .. :t.~ 
300 cu.!: •• 

?cr 100 cu.!:. 
!,cr 100 cu.!:. 

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

!he Service Ch~rge is ~ rc~din~ss-:o-sc=ve 
chA~~e <l??licAble :0 all ~etcrcd service And 
:::0 which is :0 OC added the monthly ~h~rge 
compueee ~: the Quantity Ra:::cs. 

$ 3.CO 
1.."'0 
6.00 
$.L.O 

11.00 
20.00 
2i.00 • 
"'5.09 
67.00 
83.00 

.l57 

.2l4 

(1:) 

(!) 

(!)(T) 
(I) (T) 
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;'??L!CASIl.ln" 

A2P~"DIX A 
Page 2 of 2 

Scheeule No. SL-2R 

Selma tariff A~ea 

RESIDENTIAL FLAT RA7E SERVICE --

Sel::l.a ~d vici..u.:y, Fresno Cou.."'lty. 

Per Service Co~ee:io~ 
Per ~on:h 

For a si~gle-fa=ily residential ~i:, 
including ?re~ses having the !oll~ing 
areas: 

6~OOO s,.£:., or less ••••••••••••••••••••••••••• 
6,001 :0 lO~OOO s~.f: • •.•.••••••••••.••••••.•••• 

10.001 ~o 16.000 s~.fe • •••••••••••••••.•••••••••• 
16~OOl to 25.000 sq.ft .......................... . 

t~r eae~ additional s~"'lgle-:a=11y resi~entia1 
u. .... i: O:l. the S3::ie: ?remses .=d se:'Ved :ro~ the 
Sa:le se-rl1ee con.nection ••••••••••••••••••••••••••••••• 

$ 8.00 
9.80 

::..2.;0 ::.,.7, 

1. Ih~ above flat rates a?ply to service connections no: larger :b~ 
one inch in.clia:::leter. 

2. All service no: covered by the above classification shall be 
furnished o~ly on a metere4 basis. 

3. For service eovere4 by the above classifications, 1: the utility 
or the custo:,er so elects, a :leter s411 be ins:~led and service ,rovided 
u::.eer Scl1cC:::".le No. S1.-1, General Y.etered Serv1ee. 

(:) 

(I) 
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APPE:"1nx B 
Page 1 of 2 

Schedule ~o. S1-l 

Sel~ T~riff Are~ 

APPtI CAB I I.I'l"{ 

Ap?11cable to all metered y~ter service. 

oJ • TERRITORY 

RATES 

Selma and vicinity. Fresno County. 

Service Charge: 

For S/8 x 3/4-ineh meter .•.............•.....••.•. 
For 3/4-inch meter .••.......•.......•••..... 
For l-inch =eter ........................... ., ... ~ 

For 1-1/2-inch meter .. til ................ 6 ......... '# ••• ,. ... 

For 2-inch meter ................... _ ...... 
For 3-inch eeter ........•• _ ..•...•..•...•. 
For 4-incll meter ..........•..•.•.......•.• 
For 6-ineh ::Ieter ...•.•..................•. 
For 8-inch meter •• ,.. ........ ., ••••• oil ............... 

For 10-ineh meter .......................... -
QU<lntiey Rates; 

For the first 300 cu.ft.~ ?er 100 cu.ft ••••••••••• 
for allover 300 eu.ft.~ per 100 eu.!t ••••••••••• 

The Service Charge is a readiness-co-serve 
charge applicable to all metered service ~~d 
to which is to be ~eeed the :onthly charg~ 
computed at th~ Quancity Rates. 

S 3.15 (I) 
4.60 
6.30 
8.80 

11.50 
21.00 
28.00 
47.00 
70.00 
81.00 (I) 

.160 (I) 

.220 (I) 
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Schedul¢ ~o. SL-2R 

Sel~a Tariff Ar~a 

R£SI'OE!."'!'IAL ~ ~ SEaV:CE 

A.??l.:::CA3!LI'I'Y 

'!E~~ITORY 

RA':'ES 
?er Service Co~~ec:io~ 

Per ~on:h 
For a single-:a:i1y residential unit, 
i~cl~ding pre~ses having the !ollow1nz 
areas: 

6,000 sq.f~., or less ••••••••..••••.•••••••••••• 
6,001 to 10,000 sq.!t ••••••••••••••••••••••••••• 

10,001 to 16,000 sq.!t ••••••••••••••••••••••••••• 
16,001 to 25,000 sq:ft ••••••••••••••••••••••••••• 

F~r each adei:io~l s~~g;e-£~ily residential 
~~: o~ the sa~e pre~es ~d served fro~ the 
sace service connection ••••••••••••••••••••••••••••••• 

S?EC:AL CO~~I7!O~S: 

$ e·so 
10.2$ 
lS·OO 
l6.5O 

;.60 

1. !he above flat rates apply to service connections not larger :h~n 
one i~ch in dia:etcr. 

2. All service not covered ~y the above classification sball be 
furnished only on a ~tered basis. 

3. For service covered by the above cl~ssi:icatio~, if the utility 
or the custoor.er so elects, a meter shall be i~stalled and service provided 
1.:.dcr Sc.\edule ~o. St-l,. Ge:leral Y.etered Serv1cc. 

(!) 
I 
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AP?~"DIX C 
Pa.ge 1 of 2 

5ched~le ~o. 5t-l 

Selma T~riff Are~ 

APPLICABILI'I"'f 

A,pliC4ble to all oetered water service. 

TERRITORY 

Selma and vicinity. Fresno County. 

RAttS 

Service Charge: 

For S/8 x 3/4-inch meter 
For 3/4-inch =eeer 
For l-inch oeter 
For 1-1/2-inch meter 
For 2-inch meter 
For 3-inch meter 
For 4-inch meter 
For 6-inch meter 
For 8-ineh meter 
For 10-ineh oeter 

...•..•.•.•..........••... 

..................... _.- .... ........................... ,. ............. .. 

........... -- ............................. . 

.••....•.........•........ 

.............•.......•...• 

....................................... ., .. 

...•...................... 

........ ,. ................... ., ............ ", 

.............................................. 
Quantity Rates: 

For the first 300 c~.ft •• per 100 cu.!:. 
For a.ll over 300 cu.f:.~ per 100 cu.!:. 

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

the Service Charge is a readiness-eo-serve 
charge applicable to all metered service ~nd 
to which is to be a.cded the monthly charge 
cocputed at the Quan:ity Rates • 

S 3 .. 30 
4.90 
6.70 
9.40 

l2.00 
22.00 
30.00 
50.00 
75.00 
93.00 

.172 

.231 

ex) 

(I) 

(I) 
(I) 
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ltr...!E$ 

A?P~"DIJ~ C 
!'Iage 2 Qf 2 

Scheculc ~o. S~-2R 

Per Service CQ~~ec:i¢n 
Per }~~th 

~or ~ sin&le-f~ly re&i~~tial ~:_ 
inelu~ing pre=ises havinS tbe following 
arc.:tS: 

6,000 s,.:t .• or less ••••••••••••••••••••••••••• 
6,001 :0 10.000 s~.:t . ....••.......•.........•.. 

10,001 to 16.000 sq.!t. _ ........................ . 
16.001 :0 25.000 set,.ft ....................... l1li •••••• 

F~r e~ch ~ddi:iQnal singlc-fa:ily residential 
U!li: on the SQ.-,,:e pre:U.scs a.."lC sc:-ved fro~ the 
s~:e service co~~ectiQu ••••••••••••••••••••••••••••••• 

S?ECIAL CO~~!!IO~S: 

$ 8.60 
10.65 
13.60 
17·30 

1. Tne above flat rates apply to service connections not larger than 
o:-.e inch. in ~:ceter. 

2. All se:vice not coverec by the above elassific.tion shall be 
furnished only on a :etered b~si$. 

3. For service covered by the above cl.as$ificat1on~. if the utility 
or the custo~cr so elects 9 a =e:er 5~11 b~ 1n~:a!led anc service pro~~~d 
ur.ee~ Schedule ~o. St-19 ~~r~l ~~tered Service. 

(I) 

(:) 


