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Decision No. 
89111·' JUL 251978 -

BEFORE ~HE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

Application No. 57331 
In the ·Matter of the Application of ) 
CAI.IFOR.~IA WATER SERVICE COMPA.~, ) 
a corporation, for an order aut..~or- ) 
izing it to increase rate:s charged ) 
for ... later service in t~e San l'.ateo ) 
District. ) 

{Filed Y~y 23, 1977; ~~cnded 
June 1, 1977 and August 31, 1977' 

--------------------------------, 
McCUtchen, Doyle, Brown & Enersen, by 

Crawford Greene, Attorney at Law, for 
appiicant .. 

Jas?er Williams and Elmer Sjostrom, 
Attorneys at Law, and Ernst G. Knolle, 
Ke~~eth Chew, Bennv Y. B. Tan~. ~~a 
A. V. G·arde, for the commission staff. 

IN'I'E?n~ O?I~"!ON 

Applic~nt California Water Service Company seeks authority 
to increase rates for water service in its San Mateo District. ~he 

proposed annual step rates through ~~e yea: 1980 would increase 
annual revenues ,by a total of $907,300 or 27 percent. Applicant 
also requests a prel~inary order granting partial rate relief which 
would increase annual revenues by $369,700, or 10 percent, pending 
final disposition of this proeeeding~ . . 

Public h~ar~ was held in San Y~t.eo ~~d San Francisco 
on. October .:31, 1977.. .Copies._o.f tAC o:iginaJ .appli.c.atio!l...4l:Q.d 
~end:nen~.s had. been served;. not.ice of' 1"ilillgof the appli.ca-· 

tion publiShed ~~d mailed to custome:Si ~d notice of hearing 
.• :t:'ubli-~b.ed.7 ::ailed to custo::te:"s,' a.~d. posted, in. accorda:;.ce 

with. thi·s:-t"or.:missio:l's Rules of Praet.iee and Proced.ure. 
~he i.nteri:n rate relief phase of tlle applicat.ion was sub
mitted on OctOber 31, 1977., subject. to receipt of applicant's 
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brief by November S, 1977 and receipt 0: reply briefs within 10 
additional days. Applicant's b.:::ief was filed;.:· November 7, 1977. A 
reply brief in opposition to the interim rate relief was filee by 
the Commission staff recommencing that the interim relief be deferree 
until completion of the staff studies in early Aprill97S. 

Follo~~ng notice to all appearances, adjourned hearings wc:e 
held, on a consolidated record with pending application~ involving 
four other of applicant's districts, before hL~inistrative Law Judge 
Gilnian in San Francisco on April 10, 1), and 12 and in Stoekton on 
April 13 and 14, 1978. This application was submitted for final 
decision on April 14, 1975, subject to receipt of concurrent opening 
briefs by May', 1978 and reply briefs by May ~4, 1975. An opening 
brier was filed by applicant and a reply b=ief by the star!. 

In support of the request for ~ate relief in '~~is district, 
applicant presented testimony of its vice president in charge of 
regulatory matters. Test~ony applicable to overall company o?Cra
tions has been presented by witnesses for applicant and the Com=is
sion's staff in pending Application No. 57328, the Stockton Di~trict 
rate proceeding. That evidence was incorporated by reference in the 
San Mateo District proceeding. 

The Commission presentation for this district was made 
through three engineers. 

Statements in opposition to the rate increases were pre
sented by four customers. 

Service Area and Water System 
Applicant owns and operates water systems in twenty-one 

districts in California. Its San Mateo District includes the incor
porated city of San Mateo, together with contiguous territory in 
S~~ Mateo County. The terrain slopes, with elevations ranging from 
near sea level to about 630 feet above sea level. The population 
within the area served is estimated at 95,400. 

All of the water for the San Mateo District is obtainee from 
the San Francisco Water Department (SFW!) and is del.ivered through 
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five connections to S~ND trans~i$sion mains. Thirty-two electrically 
powered booster P~?S lift the 'Nater to serve the higher areas. 
Pressure switches, float switches, and telemeter systems are used as 
the primary co~trol for the booster pu=ps. Ecergency connections 
are provided at ~ach booster station to pcr:it use of a pO~3ble 
gasoline-pow~red booster P~? stored in the district. 

The tranccizsion anc dictribution syste:. includes about 
244 miles of ~4ins, rangL,g in size up to 24 inches, ana approxicately 
14.5 million gallons of sto~age capacity'. There are abo~t 23,500 
metered services, 140 private fire protection services, and 1,800 
public fire hydrants. 
Service 

There have been only four informal co~plaint$ to the 
Commission from this district during th~ period fro~ January 1976 
through August 1977. Utility records indicate th~t customer 

~omp13int$ received at applicant's district office were quickly 
resolved. At the hearing, one custooer complained of low pressure 
and another co:plaincd of inadcqu~te flow. Applicant investigatec 
~he two situations and reported to the customers and the Commission 
staff. As reported, it appears that both custo~ers were satisfied 
by the company's explanations and did not require any further 
affir~tive action by applicant. 
Rate~ . 

Applicant'S present tariffs for this district consist 
primarily of schedules for general metered seJ~vice and public fire 
hydrant service. 

Applicant proposes to increase 
metered zervice. 

rates for general 

Tne following Table 1 presents a co=.parison of applicant's 
present and proposed general metered service rates and those 
authorized herein: 
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COMPARISON OF MONTHLY RATES 
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Present* ProEosed Rates' . Authorized Rates ct • 
Rates 1978 1979 1980 1978 -- - -

Service Charget 
For 5/8 x 3/4-inch meter ••••• $ 2.27 $ 3.20 $ 3.34 $ 3.48 $ 2.30 

For 3/4-inch meter ••••• 2.53 4.10 4.90 5.10 2.-90 

For 1-inch meter ••••• 3.44 6.40 6.70 ,1.10 ).90 

For l-1/2-inch metor ••••• 4.15 9.00 9.40 9.00 5.'fO 
For 2-inch metor ••••• 6.01 11.50 12.00 12.60 7.00 
For 3-inch metor ••••• 11. 32 21.00 22.00 23.00 13.00 
For 4-inch meter ., ••• 15.61 29.00 30.00 32.00 Hl.OO 

For 6-inch meter ••••• 25.18 48.00 50.00 52.00 Z}.OO 

For 8-inch meter ••••• 38.42 12.00 15.00 78.00 1.4".00 

• ·or 10~inch moter ••••• 41.52 89.00 93.00 96.00 54.00 

Quantity Ratesl 
For the first 300 cu.ft., 

per 100 cu.ft. • • • • • • • • • • • • • 0.418 0.496 0.508 0.S15 0.490 

For tile next 200 cu.ft., 
per 100 cu.ft.. • • • • • • • • • • • • • .478 .662 .610 .681 • 677 

For tho next 29,500 cu.ft., 
per 100 cu.ft. • • • • • • t • • • • • • .598 .662 .618 .681 .677 

For allover 30,000 cu.ft., .626 per 100 cu. ft. • • • • • • • • • • • • • .555 .543 .559 .566 

The Service Charge is appiicable t.o all metored service. 
It is a readiness-t.o-serve charge to which is added the 
chargo computed at the Quantity Rates for water used 
during the month • 

1979 

$ 2.37 
"3.00 
4.00 
5.60 
7.20 

H •• OO 
19.00 
:30.00 
45.00 
56.00 

0.510 

·698 

.698 

.6J9 

• Authorized by Decision no. 81109, dated August 16, 1971, in Application No. 51224. 

t Set forth in applicant's Exhib~t 1, which reflects the staff recommendations as to 
"Lifeline" rate guidelines. 

1980 I 

EJ r $ 2. 43" 0 

'3.10 
4. 10 
5. 75 
1. 40 

15.00 
20 .00 
31.00 
~6 .00 
59.00 

0·520 

'116 

,716 

,667 
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A portion of applicant's latest studies which we have 
adopted shows ~~at an averaqe co~~ercia1 customer (business and 
residential) will use about 19,043 cu~ie feet of water per year, 
or 15.87 Ccf (hundreds of cubic feet) per month. For a customer ~~th 
a standard SIS x 3/4-inch meter, the charge for that quantity of 
'water under present rates is $11.16 per mon~~. At applicant's 
proposed step rates for the years 1978, 1979, and 19S0, the corres
ponding mon~~ly charges would be, respectively, $13.20, $13.59, and 
$13 .S" or 1$, 22, and 25 percent higher than uncier present rates. 
At the rates a~thorized herein, ~~e corresponding monthly charges 
would be, respectively, $12.4S, Sl2..S~ a."ld $13.20, or 12, 15, and 
12 percent higher than under present rates. 

A portion of the staff studies which we have adopted 
shows that an average industrial customer will use an average of 
about 166,000 cubic feet of water per year durins 1978-1980, or 
138 Ccf per month. For a typical industrial customer with a 4-inch 
meter, ~~e charge for that qu~"ltity of water under present rates 
is $97.59 per month. At applicant's proposed rates for the yea:s 
1978, 197~ and 1980, the corresponding monthly charges would be, 
respectively, $119.86, $123.0~ and $126.29, or 23, 2~ and 29 
percent higher than under present rates. At t.~e rates authorized 
herein, the corresponding mon~~ly charges would be, respectively, 
$110.e7, $114,76 and $ll8.227 or 14, 18, and '21 percent higher than 
~"lder present rates. 

Results of Operation 
Witnesses for applicant ~~d the Co~ission staff have 

analyzed and estimated applicant's operational results. Summarized in 
the following Tables II-A and B, based upon Exhibit ;, but expanded to 
show a more detailed breakdown of the various it~ of revenues 
and expenses, are t.~e estimated results of operation for the test 
years 1978 and 1979 under present rates, ~~der those proposed by 
applicant, and u.~der the rates authorized herein. 
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A .. 57331 Alt..-RDG-lc TABLE II-A 

Summa.::c of Eanrlnss - 'test Year ~2Z~ 
(Dollars in Thousands) 

A221icant Staff 
Present Proposed Present Proposed Adopted 

Item Rates Rates Rates Rates Rates -
~eratins Revenues 

Metered $3,328 .. 8 $4,016.5 $3,537.5 $4,260.6 $3,8;29.6 
Fire Protection & M1sc. 50.7 50.7 50.6 50.6 50.6 

'Iota. Operating Revenues 3.379.5 4,067.2 3,S88.l 4,3ll.2 :3,880.2 

£2erating E~~nses 
0 .. & M. x .. A. & C. & 1'.1sc. 

?J.reh~ed Wat.er l,42l.7 l,42l.7 l,3S2~0 l,352.0 l,296.5 
Purchased Power 81.6 81.6 94.5 94.5 ·90.7 
Payroll 3l2.4 312.4 322.1 322 .. 1 322.1 
Other O. & M. Exp. 192.6 192.6 191.0 192.2 191 .. ; 
Other A. & G. & Y.J.se. 24 .. 2 24 .. 2 26.1 26.1 26 .. l 

Total O. & M., A- & C .. 
& ~se .. ~nses 2.032.5 2.032.5 1,985.7 1,986.9 1,926 .. 9 

Taxes Other Than Ineome 

e Ad Valorem 21l .. 1 211.1 187.7 187 .. 7 187.7 
Payroll 20.8 20 .. 8 21.3 21 .. 3 21.3 
Other 20.0 20.0 20.0 20.0 20.0 

Total Taxes Other 
Than Ineome 251.9 251.9 229.0 229.0 229 .. 0 

Depredation 245.2 245 .. 2 249.9 249.9 249 .. 9 

c..o. Prorated E~enses 

Payroll & Benefits 178.4 l78.4 177 .. 3 177.3 177 .. 3 
Payroll 'taxeS 6.4 6.4 7 .. 6 7 .. 6 7 .. 6 
Otber Prorated ~. 71.2 71.2 84.5 84.5 84 .. 5 

Total G.O. Prorated 
Expenses . 256.0 256.0 269 .. 4 269 .. 4 269.4 

Income T.aY.es 

Inel. Taxes Before I.T.C .. 6.1 368.3 148.9 529.3 :3:31·8 
Investment Tax Credit ~63.6> ~63.6> ~56.9> ~56.9> ~56.9> 

Total Ineome Taxes (57 .. 5) 304.7 92.0 472.4 Z/6.9 
Total Operating Expenses 2,728 .. 1 3.090.3 2.826.0 3,207.6 2;.9,;2.J: 

Net Operating Revenues 651.4 976.9 762.1 1,,103 .. 6 92S.:J: 
Rate :sase 9.407.6 9,407.6 9,,326.9 9,326.9 9 .. 326.9 

Rate of Return 6.92% lO.m 8.1~ ll.~ 9.9$% 

e 
Average Serviees 23,560 23,692 23 .. 692 ' 

Sales - KCef 4,624.S 4.969.7 4,,766.7 

(Red. Figure) 
~ 
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Summa!I of Earnings - Tes~ Yea~ 1979 

e. (Dollars :Lu Thousands) 

A:2:21ieant S~a.ff 
Preseo.t Proposed Present Proposed Adopted 

Item R.a~e$ Rates Ra.~es btes Rates -
22erating Revenues 

Metered $3.339.7 $4.143 .. 7 $3.555.0 $4.373.0 $3,.~9 
Fir~ Protection & ~~se. 5l.6 51.6 Sl.5 Sl.S Sl .. 5 

lota.:' Operating Revenues 3,391.3 4.195.3 3,606.5 4,424.s 4,Oz).4 

Q2eratinz E~enses 
o. & M. 7 .A. & G. & Mise. 

P'..:.rehaseci Water 1,425.5 1,425.5 1,3S7~9 1.357.9 l,.302.1 
Pu.rchased Power 81.8 81.8 94.9 94.9 91.1 
Pa)1To11 330.0 330.0 343.7 343.7 343.7 
Other O. & M. Exp. 203.1 203.1 198.7 200.0 199.4 
Other A. & G. [, Y.ise. 24.4 24.4 26.7 26.7 26.7 

Total O. & M., A. & C. 
& Mise. Expenses 2.064.8 2,.064.8 2,,021.9 2,.023.2 1,963.0 

'taxes Othe:z:o Than Ine~e 

e Ad Valorem 217.7 217.7 195.6 195.6 195.6 
Pa.yroll 22.0 22.0 23.4 23.4 23.4 
O~her 20.0 20.0 20.0 20.0 20.0 

Total Taxes Other 
Than Io.colne 259.7 259.7 239.0 239.0 239.0 

Deprecia.tion 253.7 253.7 260.4 260 .. 4 260.4 

G.O. Pro~a.ted ~ns~s 

Payroll & Benefi es 189.6 189 .. 6 189 .. 5 189 .. 5 189.5 
Payroll Taxes 6.8 6.8 8.8 8 .. 8 8.8 
Otbe~ Prorated Exp. 73.5 73.5 91.5 91 .. 5 91.5 

Total G .. O. Prorated 
Expenses 269 .. 9 269.9 289 .. 8 289 .. 8 289 .. 8 

Income. Taxes 

Incl. Taxes Before I.T.C. ·(31 .. 9) 391.6 106.9 537 .. 1 3S$.S 
Investment Tax Credit ~SS.2) ~S8.2> ~Sl.5) ~51.5) ~51.5) 

Total Income Taxes (90.1) 333.4 55.4 485.6 :304-3· 
Total Operating Expenses 2,758.0 3,181 .. 5 2,.866.5 3,298.0 3,OS6~5 

Net Operat1ng Revenues 633.3 1,013.8 740 .. 0 1,126 .. 5 ' 96,3.9 
Rate :sase 9,761 .. 1 9.761.1 9,686.1 9,686 .. 1 9,686.1 

Rate of Return 6.49% lO.:39% 7.64% ll.63% "9~95~ . 

~ Average Servi~es 23,672 23.850 23,850 

Sales - KCc:f 4,.637.1 4,991 .. 6 4,787.4 

(Re~ Fi~"'"e) 
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Applicant's original est.imat.es were completee in Y~y 
1977, with amendment made in August 1977. Between then and the 
completion date of the start's exhibit, several c~~ges took place 
in rates for purchased water ~~d power, ad valorem taxes, and other 
expenses, some of which have been reflected in oftset increases in 
applicant's rates. Also, additional data became available as to 
actu9.l numbers ot customers, year-end 1977 plant balances, and. other 
recorded data. 

Instead of amending the est~ated summaries of earninqs 
each time a chanqe took place and each time later data beca=e 
available, applicant kept the Commission staff advised of chanqes 
and new data so they could be reflected in the staff's estimates. 
When the staff exhibits were oistributed, applicant checked the 
staff's independent estimates for reasonableness and adopted those 
portions on which there were no issues. For the purpose of this 
proceeding, all of the staff's estimates except those related to 
estimated average consumption per commercial customer were accepted 
by applicant, leaving that one issue to be resolved with respect 
to summary of earnings. 

The more detailed breakdown in Tables !!-A and B under adopted 
results of operation will provide a basis for revi~T of future 
advice letter requests for rate ·incre~ses or decreases to offset 
changes not reflected in either (1) ~~e test years 1978 and 1979 or 
(2) the trend in rate of return into 1980 adopted as ~~e basis for 
the rates authorized herein. The purc~ased water rates are those 
which became effective March 1, 1978 and result in a composite 
charge of $0.2520 pe~ Ccf. The purchased power rates are those 
which became effective April 1, 1978 and result in a composite 
charge of 5.538 cents per kwh. The composite equivalent effective 
ad valorem tax rate of 1.809 percent of the dollars of beginning
of-year net plant plus materials and supplies is that applicable 
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to the fiseal year 1977-l97S. The state and federal income tax 
rates used are the current 9 percent and 48 percent rates, respee
tively. The investment tax credit is the current 10 percent 
applicable to operations. 

qperating Revenues 
Both applicant and t."le staff used the "Modified Bean" :met..'lod, 

as 1eseribcd in the staff manual, Standard Practiee U-25, to estimate 
commercial metered sales. Neither staff nor applieant usee 1977 
recorded data in t..~e regression analysis due to the abnormal conser
vation effect experienced during that drought year. The methods 
used by both applicant and t.~e staff were eonsistent with guidelines 
established by the staff and the California Water ~~soeiation's 
Consu:\'lptio:n-Revenue Estimation Committee. Esti.--nated no::malized 
eonsumptio:n per commereial customer before adjustment for eonser
vation for both 1978 and 1979 test years is 218.2 Ccf in applicant's 
studies and 216.4 in the staff's studies. This difference of less 
than one pereent is due to slightly different projections of the 
indieated trend in cons~~?tion when data for 1977 was determined t~ 
be unus~le. The drought effects had not been anticipated in the 
standardized guidelines and specific procedures relating thereto 
arc not speeified. 

Applieant and staff agree that there will be some residual 

conservation even though the drought is over. To estimate this 
effect, applicant used a judgmental percentage of the recent recorded 
decline in customer usage. Applicant estimated the long-term residual 
conservation effect to be lS percent below the pre-drought wno~l" 
for all classes of eustomers. The staff estimated the residual eon
servation effeet to be approximately 8 percent below the pre-drought 
"normal" for commercial and 9 pereent for p~lic authority customers_ 
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In August 1977, to arrive at its residual conservation 
effect~ applicant estimated 1977 sales to be .38 percent belownor.mal
ized and ~sed approximately £our~tenths of that percentage difference 
as its estimate of residual "conserVation effect. However, the st.3£f, 
in ~stimating its residual conservation effect, had later data 
available which showed recorded 1977 sales from April through 
December to be only abo~t 32 percen~ below normalized. The staff 
then used approximately one-fourth of the percentage difference as 
the residual conservation effect. 

Applicant concurs in ~~e use of the l~~er data bu~ . 
I. disagrees with the proportion of 1977 conservation that the staff 

used as residual conservation into the future for commercial 
customers. Applicant's witness pointed out that s~~ Mateo had a 
mandatory 25 percent reduction in use as part of the rationing 
program on the San Francisco Peninsula. As a result, he concluded 
that the eustomers effected permanent conservation measures. He 
cited, as an example, the extraordinary 94 percent of San Mateo 
District customers who picked up conservation kits made available 
by applicant. He argued tha~ those custOQers are not going to r~ove 

the water-conserving devices from shower and sanitary facilities 
just because the drought is over. 

The witness also was of the opinion that,·asi~e from the 
effect of conservation kits on indoor consumption, li£~-styles are 
likely to have been changed by the drought. Ev~n in this post
drought year, he opined, it will not be fashionable ~o let 
water run down the gutter in the street while l~wns are being 
watered. The continuing publicity, including applicant's own con
servation information program, was also deemed to be a factor" 'in 
discouraging waste of water. He also cited examples of Peninsula 
residents who have made relatively permanent changes to conserve 
water, such as replacing lawns with rock gardens. 
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The witness also pointed out that applican~'s ~~ter 
supplier for the San Mateo J)istrict, the San Fra.ncisco 'iilater 
Department, has set its rates on the basis of an expected 15 

percent future conservation level from both within San Francisco 
and from its wholesale customers including the San Mateo District. 
It was further stated that applicant's San Mateo District 
consistently out-conserved San Francisco during the recent drought. 

We also have taken notice of residual conservation 
amounts recommende~ by the staff and/or adopted by the Commission 
in other proceedings of late. In applicant's own Stockton District 
in Application No. 57328, both applieant and the staff have esti
mated a 10 percent residual conservation effect. In Decision No. 
99719 issued April 18, 1978, in Southern California Water Company's 
Application No. 57269 in its San Gabriel Valley Distriet, ~~e 
Commission adopted the staff's reeommended 6 pereent conservation 
estimate for a district that had obtainee only 15 percent conser
vation for the 12-month period en~e~ Oct¢ber 1977. 

Stat! argues that we should adopt its conservat~on est1=ates. 
It believes that San Mateo reSidents were forced into drastic con
servation measures which will not continue once the drought has ended. 
It believes that m~~y of the conservation kits were not actually 
installed. The staff ~tness claimed that he " ••• cross-ehecked his 
judgement by the amou.~t of conservation kits distributed, ~ount of 
kits that would actually be installed by ~he customers, and the amo~t 
of saving from each kit." Stat! also notes that its estimates, 
developed by the same method, were accepted in Applications Nos. 57269, 
57270 y And 57271 (Decisions No~ 8S71~ 88760, and 88761); these 

'. 
involved districts or Southern California Water Co:pany_ It also 
points out that applicant was willing to accept starf estimates based 
on the same methodology in other districts. 

We have decided that either esticate could be subj~et to 

substantial va.-iation. However, it applicant has overestimated, the 
procedure for limiting step rates ~ll tend to prevent it from rea1iz
ing excessive earnings except for a brier period. On the other han~,ir 
we adopt the sta.!'f estimates, a substantial error could force applicant 
to either accept a significant revenue deficiency for an extended 
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e period. or to file a premature general rate increase for this 
district. 

We will therefore adopt the applic~~t's estimate of a 
12 percent residual conservation effect. 
Conservation of Water and Power 

Applicant presentee, in a previous series of rate 
proceedings, a comprehensive review of its efforts to effect water 
cons~rvation. Decision No. 87333 eated Y~y 17, 1977 in Application 
No. 56134 involved applic~~t's East Los Angeles District, which 
was the initial district of t.."le previous series. That decision 
included a discussion 0: this subject and the finding_ t~at 
applicant's conservation ?rogr~ was satisfactory. 

In the current proceeding, applicant presentee evidence 
that it is continuing actively to prevail upon its customers to 
avoid nonbeneficial consumption of water. Also, applicant has 
followed the recommeneation of the Co~~ssion staff in Case No. 
10114 (the pending Co~~ssion investigation into water conservation e matters) that, in order to conser'V'e power, a program of pump 
efficiency testing be establishee. 

Rate of Return 89110 In Decision NO. ____ dat.ed JUL 25 i97S 1978 in Applica-

tion No. 57330, applicant'S Salinas District rate proceeding, the 
Co~ssion discus sea at some length the basis for its findings that 
rates of return 0: _ 9.95 percent on rate base and 12-:.81 percent on 
common equity are reasonable for applie~~t's operations for the 
period from 1978 through 1980. The s~e discussion, including 
consideration of quality of service, applies to applicant'S San 
Mateo District ane neee not be repeated in this eecision. 

Trend in Rate of Return 
In some prior decisions in rate proceedings involving 

other districts of applicant, the apparent future trend in 
rate of return has been offset by the authorization of a level of 
rates to remain in effect for several years and desi91led to produce, 
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on the average over that period, the rate of return found reason
able. In other decisions, it was deemed more approp=iate to 
increase the rates in steps designed to maintain, in each of 
several future years, the rate of return found reasonable. In the 
current proceeding, applicant ~~d the staff recommended that step 
rates be authorized. Estimates of operations for the years 1978 
and 1979 provide ~~e basis for the step rates applicable to those 
years. Estim4tee projection of the downward trend that would 
prevail at the 1979 level of rates provides the basis for the 
1980 step rates required to maintain a level rate of return beyond 
1979. 

As sho'W':l on Tables Il-A and B, at present rates, the sta!1"'s 
estimated rates of return are 8.17 percent for 1978 and 7.64 percent 
for 1979, a difference of 0.53 percent. The staff's analysis 
also shows that there is somewhat greater attrition a: higher levels 
of fixed rates. Applicant's studies show, however, that the 
expected decline from 1977 to 1978 was lower than from 1978 to 1979. 
It appea.~ reasonable to adopt ap?lic~~t's recomcendation, concurred 
in by the staff, that an attrition allowance of 0.51 percent over 
1979 rates be adopted in establishing the 1980 step rates. 

The staff reco~ends that applicant be required to file 
an advice letter with appropriate work papers at the end of 197$ 
and 1979 to justify the next year's step rate. To provide adequate 
review time 1 applicant will be expected to file its advice letters 
on or before December 1, each year, based upon data for the 
previous twelv~ months ending October 31. 
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Rate· Spread 

After the total revenue requirement is determined in 
a rate proceeding, there still remains the problem 0: an equitable 
distribution of that revenue requirement among the various 
components of the rate structure. Applicant's original proposed 
rates were based upon early "Lifeline" rate structures promulgatee 
by the Commission, in which none of the increase is adeed to (1) 

the serviee charge for the smallest size (5/8 x 3/4-inch) of 
residential metered service and (2) the qua~tity rate for the 
first 500 cubic feet of consumption each m~nth. In more recent 
rate increas~s granted to apPlicant,lI recognition has been given 
in lifeline rates to the fact that indefinite freezing of the 
aforementioned two components of the rate structure would place 
an unfai~ burden on larger users. , 

In this proceeding, the staff presented more detailed 
9Uideline~ for rate design. Applicant concurred in the guidelines 
and utilized them in designing revised proposed rates which would 
produce the same revenues as the original proposed rates. The 
staff's 9~idelines set forth in ExhiCit 6, which were also used in 
designing the rates authorized herein, are: 

"A. The staff suggests that the service charge for the 
5/8 x 3/4-inch meter and the lifeline qua."'1tity block 
be increased only to the level necessary to obtain 
'~e 25% differential between lifeline and other system 
customers. The maximum increase for the lifeline 
block is 12.3% for the year 1978. 

"B. Service charge for ~~e 5/8 x 3/4-inch meter be 
increased in the succeeding years 1979 and 1930 to 
retain the percentage of ~~e eharge for the 3/4-ineh 
meter and others. 

Decision No. 87861 dated September 13, 1977 in Application 
No. 57190 involving applicant'S S~~ Francisco Peninsula 
distric~, and Resolution No. ~-2244 dated September 7~ 1977, 
in response to applicant's Advice Letter 562, involving the 
S~ockton District. 
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"c. A two-block rate structure with a 300 cubic feet 
lifeline block be established instead of the four
block rate structure proposed by the applicantw The 
quantity rates for the two blocks be increased in the 
succeeding years, 1979 and 1980, to retain the 25~ 
differential between the lifeline users and other 
system customers." 

The rates adopted herein follow the above general guide
lines. The a~op~ed rates retain.the third rate block at a level 
below the second block in or~er that an unreasonable financial 
bur~en will not be placed on large users such as industries and 
schools. 

Other Staff Recommendations and Co~~ents 

Several additional recommendations and comments were 
included by the staff in its exhibits and testimony relating to 
operations of applicant as a whole and or the Sa...~ lI.ateo District. 
They do not affect the rates to be authorized and therefore nee~ 
not be the subject of findings, conclUSions, ~~d the order herein. 
They do, however, warrant the discussion which was included in 
the Salinas District decision hereinbefore mentioned. The topies 
covered are: 

-15-
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1. Utility plant acquisition adjustment. 
2. Balancing accounts. 
3. Allocating coc:non plant in district reports to 

the Commission. 
4. Accounting for revenue from leased water 

rights .. 
5. Ad valorem taxes used in calculating income 

taxes. 
6. Amortization of abnormal conservation expenses. 
The only topic requiring additional co~~ent for the San Y~teo 

District is the final ite~ of the above list. In the other districts 
of the current series, applicant has no objection to including 
aoortization of abnormal conservation expenses among other expenses 
to be offset in so:ne future ac.vice letter filing. In the San Y~,~eo 
District, however, applic~~t proposes to file a separate request 'to 
offset the abnormal conservation expense, together with other items 
related to conservation, against penalty charges collected from 

4t excess use by some customers during the m~~datory rationing program 
on the San Fr~~cisco Peninsula. If that plan is found to be 
inappropriate, applicant advises that it will attempt to recover 
the abnormal conservation expenses in a future advice letter filing. 
The staff did not object to this proposal. 
Findings 

1. Applicant's water quality, conservation program, ~~d 
service are satisfactory .. 

2 .. Applicant is in need of additional revenues, but the 
rates requested would produce an excessive ra~e of return. 

3_ The adopted estimates, previously discussed herein, of 
operating revenues, operating expenses, and rate base for the test 
years 1978 and 1979, ~~d an annual fixe c.-rate decline of 0.;1 per
cent in rate o£ return into 1980, reaso~ably ind£cate the probable 
results of applicant's operations for the near fu~ure. 
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4. A rate of return of 9.95 percent on applicant's rate 
base for 1975, 1979, and 1980 is reasonable. The rela~ed average 
rate of return for common equity over the ~hree-year period is 
approximately 12.81 percent. This will require an increase of 
$411,600, or 11.9 percent, in ~~ual revenues for 1978; a further 
increase of $140,200, or ;.6 percent, tor 1979 (froQ 1978); and a 
final increase of Sl04,500, or 2.6 percent, for 1980. 

5. The sta~f's recommendations on rate spread are reasonable 
and should be adopted. 

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

7. The offset increases authorized in Appendix B and Appendix C 
should be appropriately modified in the event the rate of return on 
rate base, adjusted to reflect the rates then in e£!ect and normal 

ttratemaking adjustments for the' twelve months ended October 31, 1978 
and/or the twelve months ended October 31, 1979 exceeds 9.95 percent. 

8. Inasmuch as this matter is now sub~itted for final decision, 
there is no need for the preliminary deciSion. 

9. At this time the effect of Article 7.!II-A (known as the 
Jarvis-Gann initiative) on applicant's ad valorem tax liability is 
not k.~own. The rates granted herein should be adjusted by a proper 
amount when ~he ad valorem tax savings under Article XIII-A are 
~O~. 

The Commission concludes tha~ the applica~ion shoul~ be 
granted to the extent provided by the following order on an interim 
basis until such time that the ertect of Article XIII-A on applicant 9 s 
ad valorem tax liability is known. 
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INTERIM ORDER 

IT IS ORDEP.ED that: 
1. After the effective ~ate of thiz order, applicant 

California Water Service Comp~~y is authorized to file for its 
San Mateo District the initial revise~ rate schedule attach~d to 
this order as Appendix A. Such filing shall comply with General 
Order No. 96-A. The effective date of the revised schedule shall 
be four days after the date of filing. The revised schedule shall 
apply only to service rendered on and after the effective date 
thereof. 

2. On or betore December 1, 197$, applicant is authorized 
to file, along with appropria~e work papers, the step rates 
attached to this order as Appendix B or tO'file a lesser increase 
which includes a uniform cents-per-hundred-cubic-feeto! water 
adjustment from Appendix B in the event that the San Mateo 
District rate of return on rate base, adjusted to reflect the 
rates then in effect on (1) pro forma basis using recorded sales 

e and (2) pro forma basis with normal ratemaking adjustments for 
the twelve months ended October 31, 1975, exceeds 9.95 percent. 
Such filing'shal1 comply with General Order No. 96-A. The 
effective date of the revised schedule shall be January 1, 1979. 
The revised s~hedule shall apply only to service rendered on and 
after the effective date thereof. 

3. On or before December 1, 1979, applicant. is authorized 
to rile, along with appropriate work papers, the step rates attached 
to this order as Appendix C or to file a lesser increase which 
includes a unifor.m cents-per-hundred-cubic-feet of water adjustment 
from Appendix C in the ~vent that the San ~~teo District rate or 
return on rate base, adjusted to reflect the rates then in effect 
on (1) pro forma basis using recorded sales and (2) pro forma 
basis with normal ratemaking adjustments for the twelve months 
ended 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 January 1, 19$0. The revised schedule 

~ shall apply only to service r~ndered on and after the effective d~te 
thereof'. 
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4. Applicant's request for a preliminary decision is 

denied. App:icant shall, by August 1, 197e, file an advice letter 
reducing the rates set forth 1:0. Appendix A to account for the ad 
valorem tax saving it esticates ~ll result from the adoption of 
Calif.ornia Constitution Article XIII-A. It shall, at the zame 
time, file in this proceeding and serve an explanation or its 
estimate and proposed modificatio~s'in Appendices B and C. 

Because of the elapsed time since this application was 
filed,.the effective date of this order is the date hereof. ct 

Dated at San Fr~ClkK:O , California, this ;,S"" 
day of :Iffl y , 197e. 
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APPENDIX A 

Schedule No. SM-l 

San Mateo Tariff Area 

CENERAL METERED SERVICE 

APPI.I CAB! t.!'I"'{ 

Applicable to all metered water service. 

TERRITORY 

San !<l.ateo and v1c1nityp San ~teo County. 

RATES 

S!!rvice Charge: 

For SI8 x 3/4-inch meter .........•..........•. 
For 3/4-inch meter ••....•..•••.•.....•.. 
For l-inch meter ............ __ ....... . 
For l~ineh meter •..................... 
For 2-ineh meter ..............•..•..•. 
For 3-inch meter .....•.•......•....... 
For 4-1nch meter ........ ~ •....•..•..•• 
For 6-ineh meter ............•......... 
For 8-ineh meter ......•..•..•...•..... 
For lo-inch meter ....................... 

Quantity Rates: 

For the first 300 eu.ft.~ per 100 cu.!t. 
For the next 29,700 eu.ft.~ per 100 cu.!t. 
For allover 30,000 cu.!t., per 100 cu.!t. 

. ... 

The Service Charge is a rea~iness-to-serve 
charge applicable to all metered service and 
to which is to b~ add~d the monthly charge 
computed at the Quantity Rates. 

Per Meter 
Per Month. 

$ 2·30 
2·90 
3.90 
5 • .40 
7.00 

13.00 
18.00 
29.00 
~.OO 
54.00 

.490 

.677 

.626 

(I) 

1 

(1) 

(I) 
(I) (1') 
(I) 
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Schedule No. S~-l 

. San Y ... '1teo 'r~'r~f£ Are:! 

AFPLlCABIL!'IY 

Applicable to all meterp.d water se=vice. 

'I'EAAI'r O'?:l 

RAtts 

San Mateo and vicini!:y, San !"..aceo County. 

Ser.rice Cha.rge: 

For 5/8 x 3/4-inch meter •••••••••••••••••••••• 
For 3/4-inch meter •••••••••••••••••••••• 
For 1~1nch meter ••••••••••••••••••• _ •• 
For l~-inch meter •••••••••••••••••••••• 
For 2~inch meter •••••••••••••••••••••• 
For 3-1nch meter ••••••••••••• ~ •••••.•. 
For 4-inch met~r •••••••••••••••••••••• 
For o-inch meter ••••••••••••••••...••• 
For 8-1uch met~r •••••••••••••••••••••• 
For lo-ineh meter •••••••••••••• ~ ••••••• 

QU.1ntity R<1~es: 

For the first 300 cu.ft., per 100 cu.ft. 
For the next 29,700 cu.£t., per 100 cu.ft. 
For allover 30,000 cu.ft., per 100 cu.ft. 

The Ser.rice Charge is a readiness-to-serve 
charge applicable to all metered service a.nd 
to which is to be add~d the monthly charge 
computed at the Quantity &ates. 

PCI' Meter 
Pcr Month 

$ 2.37 
3·00 
4.00 
5.60 
7.20 

14.00 
19·00 
30·00 
45.00 
56.00 

(I) 

(I) 

.$10 (I) 
;698 ! 
.639 (I)" 
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Schedule No. SM-l 

S~n ¥~teo !a~iff Area 

CE~"'£RAL ME'I'Ettn SERVICE 

.Al>PLlCABIl.I'l"f 

Applicable to all metered v~ter servic~. 

tERRITORY' 

San ~.a.t(!O and vicio.iey, S4n ~..1teo Co..mty. 

RA'I'ES 

Service Charge: 

For 5/8 x 3/4-incn meter •••••••••••••••••••••• 
For 3/4-inch meter •••••••••••••••••••••• 
For 1~1nch me~er ~ ••••••••••••••••••••• 
For 1~-1nch meter •••••••••••••••••••••• 
For 2-1nen meter .••••••••••••••••••••• 
For 3-1nch meter •••••••••••••••.•••••• 
For 4-inch meter •••••••••••••••••••••• 
For 6-inch meter •••••••••••••••••••••• 
For 8-1neh ~ter •••••••••••••••••••. -. 
For lO-inch meter ••.•••••••••..•••..••• 

QIoWlt1ty Rates: 

For the first 300 cu.ft •• per 100 cu.ft. 
For ehe next 29,700 cu.ft •• ~r 100 eu.f:. 
For allover 30,000 cu.!t •• per 100 cu.ft. 

The Service Charge is a ~eadiness-to-s~~e 
charge applicable :0 all metered service and 
to which is to be added the monthly charge 
cowputed at the Quantity Races. 

Per Meter 
Per Month 

$ 2.43 (I) 
3·:1.0 
4.10 
5.75 
7.~ 

:!-5.00 
20.00 
31.00 
46.00 I 
58.00 (I) 

-520 (I) 
-716 1 
.667 (1) 


